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PREF A TORY REl\'IARKS 

T- I 

This Report 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 1997-98 together with other points arising 
from audit of financial transactions of the Government of Jammu and Kashmir. It 
also includes certain points of interest arising from the Finance Accounts for the 
year 1997-98. 

2. Consequent on a fire in the Office of the Accountant General, Jammu 
and Kashmir, Srinagar in March 1977, which destroyed various records including 
those relating to the accounts for the year 1976-77, the accounts bad to be 
reconstructed after collecting details from the various ·Government Departments. 
This, inter alia,_ necessitated drawing up of correct bal~nces. The work being still in 
progress, some of the balances shown in tlte Finance Accounts for the year 1997-98, 
and in Chapter-I of this Report are provisional and are likely to be revised in the 
subsequent accounts . 

3. The cases mentioned in this Report are those which came to notice in 
the course of test audit of accounts during the year 1997-98 as well as those which 
had come to the notice in earlier years but could not be dealt with in previous 
Reports; matters relating to the period subsequent to the year 1997-98 have also 
been included wherever considered necessary . 
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Overview 

This Report includes two chapters on the Finance Accounts 

and Appropriation Accounts of the Government of Jammu and Kashmir 

for the year 1997-98 and six other chapters compi ising 9 reviews and 28 

paragraphs. The major findings contained in tht: Report are summarised 

below. 

1. Accounts of the State Government 

During 1997-98, total receipts and disbursements of 

Government of Jammu and Kashmir on revenue account \Vere 

Rs 4641.79 crore and RS 4190.52 crore respectively, resulting in revenue 

surplus of Rs 451. 27 crore. Similarly, the total receipts and expenditure 

on capital account were Rs 4518.93 crore and Rs 4880.04 crore 

respectively resulting in capital deficit of Rs 361.11 crore. There was, 

thus, net surplus of Rs 90.16 crore in the Consolidated Fund, against 

surplus of Rs 357.54 crore .projected in the budget estimates. Borrowoo 

funds. constituted 49 per cent of the total Consolidated Fund receipts of 

Rs 9160. 72 crore in 1997-98. 

Revenue receipts increased from Rs 3223.40 crore during 

1996-97 to Rs 4641.79 crore during 1997-98. The share of tax revenue 

and non-tax revenue in total revenue receipts was 8 per cent and 5 per 

cent respectively during 1997-98. The State's share of Union ta~es,. duties 

and grants-in-aid received from Central Government constituted the 

remaining 87 per cent of the revenue receipts . 
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The collections on account of tax and non-tax revenue 

increased by 25 and Ji per cent respectively during 1997-98 over 1996-

97. I 

Revenue expenditure increased by Rs 1061.59 crore during 

1997-98 over the previous year. While the plan expenditure increased by 

Rs 97.10 crore, __ the non-.plan expenditure increased substantially by 

Rs 964.49 crore. 

Against Tax Revenue collections of Rs 1409.63 crore during 

the period from 1993-94 to 1997-98, interest of Rs 2420.29 crore was 

paid on Public Debt during this period. The interest payments during 

1997-98 were equivalent to 221 per cent of tax revenue and constituted 

19 per cent of revenue expenditure. 

Utilisation certificates of grants released to Statutory . bodies, 

non-Government institutions, etc. are required to be submitted by 

sanctioning authorities not later than 18 months from the date of 

sanction of grants. 7063 certificates, for an amount of Rs 523.44 crore 

provided as gr~nts up to March 1997, were outstanding as on 30 

September 1998. 

While the amount of outstanding loans to Government 

companies, corporations, autonomous bodies, etc. increased from 

Rs 223.67 crore at the end of March 1994 to Rs 411.36 crore at the end 

of March 1998, interest received on such loans decreased from Rs 79 

lakh to Rs 51 lakh during this period. 
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I 

The capital expenditure of the St~te Government decreased 
I 

from Rs 1000.11 crore in 1996-97 to Rs 889.47 crore in 1997-98 

indicating a decrease of 11 per cent over the p~evikus year. The capital 

expenditure during 1997-98 felt short of budget estimates by Rs 457.90 

crore (34 per cent). 

State Government investment in the Statutory corporations, 

Government companies, Joint-stcck companies, Co-operative Banks and 

Societies increased from Rs 244.22 crore in 1993-94 to Rs 324.76 crore at 

the end of 1997-98. However, no dividend wa§ received from these 

during the years 1994-95 to 1997-98. In the case of 13 loss-making 

companies in which the State Government bad in,·ested Rs 124.62 crore 

as share capital up to 199'7-98, the accumulated losses amounted to 

Rs 57.24 crore . 

While the percentage of expenditure on General Services to 

total expenditure varied between 24 and 34 during 1993-94 to 1997-98, 

the percentage of expenditure on Social Services and Economic Services, 

decreased from 29 and 42 in 1993-94 to 25 and ~l in 1997-98. 

Fiscal deficit, being · excess of revenue and capital 

expenditure over the revenue receipts, was Rs 501.60 crore in 1997-98. 

The total indebtedness of the State increased by 41 per cent 

from Rs 4157.92 crore at the end of 1993-94 to Rs 5857.48 crore at the 

end of 1997-98. As percentage uf Gross State Domestic Product, it 

ranged between 66 and 91 during this period • 
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During 1997-98, the State Government obtained temporary 

loans aggregating RJ 3861.84 crore from the Jammu and Kashmir Bank 

for its ways and meJns requirements and paid an interest of Rs 117.48 

crore. Temporary loans outstanding at the end of 1997-98 amounted to 

Rs 1003.72 crore which were 34 per cent more than the preceding year. 

The revenue realised during 1997-98-from six major revenue 

earning irrigation projects in Jammu and Kashmir, with a total capital 

outlay of Rs 66.07 crore at the end of 1997-98, aggregated a meager 

amount of Rs 9 lakh. The revenue of Rs 35 lakh realised from these 

projects over a period of five years was not sufficient even to cover 

interest charges of Rs 4.46 crore paid during the above period. 

(Paragraphs: 1.1 to 1.10) 

2. Appropriation Audit and Control over expenditure 

During the year 1997-98, against the provision of Rs 6373.49 

crore, total expenditure aggregated Rs 9544.61 crore resulting in excess 

of Rs 3171.12 crore. The excess was due to net effect of saving of 

Rs 746.56 crore in Revenue (voted) and Capital (voted) including loans 

and advances and excess of Rs 3917.68 crore under Revenue (charged) 

and Public Debt (charged). The saving of Rs 746.56 crore was 101 per 

cent of supplementary grant of Rs 738.93 crore and 13 per cent of total 

provision of Rs 5546.60 crore for Revenue (voted) and Capital (voted). 

Out of the total expenditure during 1997-98, 50 per cent 

mainly representing repayment of debt obligations was charged on the 

Consolidated Fund of the State. 
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Out of 27 grants/appropriations, the e~penditure under 16 

grants and one appropriation exceeded the •amounts voted or 

appropriated under Revenue and Capital sections ~y Rs 4189.21 crore • 

which required regularisation by the State Legislature. The excess 

expenditure reflected inadequacies of budgetary control mechanism. 

In 17 cases relating to 12 grants and 2 appropriations, 

supplementary provision of Rs 249.63 crore remained whoUy unutilised 

as the final expenditure of Rs 1001.47 crore was even less than the 

original grant of Rs 1260.68 crore. In 9 other cases relating to 7 grants 

and 1 appropriation, supplementary grant of Rs 174.88 crore exceeded 

the requirement (Rs 42.25 crore) resulting in saving of Rs 132.63 crore. 

Large scale savings indicated overestimation of requirement of funds. 

Again.st the final saving of Rs 1018.09 crore relating to 25 

grants and 4 appropriations, no amount was surrendered during the 

year, thus, depriving the Government of opportunity to transfer these 

funds to other needy sectors. Provision of Rs 712.45 crore under 30 

major heads of account (16 grants) in the budget proved unnecessary as 

no expenditure was incurred there again.st. Lump sum provision of 

Rs 959.99 crore constituting 15 per cent of the total, budget including 

supplementary grants was made under 59 major heads (24 grants) in the 

'budget without mentioning sub/minor/detailed head-wise break-up 

thereof rendering the exercise of budgetary control ineffective. 
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Rupees k21 crore were drawn in ·March 1998 in 41 cases 

and placed in dep~sit/bank accounts to avoid their lapsing and for 

• subsequent utilisatioh. 

Controlling officers are required to 1·econcile the 

departmental figures with thos~ booked by the Accountant General 

(A&E) for exercising effective control over expenditure. Of the 233 

controiling officers, 192 officers had not completed reconciiiation in 

respect of expenditure of Rs 5043.68 crore. 

3. 

(Paragraphs: 2.1 to 2.4) 

Audit reviews on developmental and other activities 

3.1 Command Area Development Programme 

The Centrally sponsored Command Area Development 

Programme was launched in selected irrigation commands with the 

objective of ensuring efficient utilisation of created irrigation potential 

and increasing agricultural prGduction and productivity on sustainable 

basis. The sch~me envisaged taking up on-farm development works, 

enfor~ement of warabandi and development of ground water resources. 

Test-check of records relating to the implementafu>n of the Programme 

revealed! 

In 4 projects, cumulative achievements in respect of field surveys 

were overstated by 32583 hectares (92 per cent). Physical 

achievements in 1·espect of field surveys were not susceptible to 

verification as muster sheets of daily wagers engaged on survey work 
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neither indicated the particulars of work done and location of areas 

surveyed nor were relevant survey reports made available. 

• In 3 projects, cumulative achievements in respect of land levelling 

and shaping and area covered under field channels exceeded the 

aggregate cultivable command area by 1100 hectareS. and 1412 

hectares respectively. 

• Payment of Rs 1.56 crore was made to farmers for land levelling and 

shaping works without preparing estimates and maintaining 

inventory of works executed; 

• Installation of 642 pomps in various blocks of CADA Jammo during 

1991-92 to 1996-97 at a cost of Rs 44.11 lakh for conjunctive use of 

ground water was made without conducting surveys for identification 

of areas vulnerable to low canal supply or water logging. In l65 out of 

204 test-checked cases, . inadmissible/excess subsidy of Rs 8.08 lakh 

was paid on installation of these pumps during 1994-95 and 1995-96. 

• Cash subsicty of Rs 3. 79 crore and Rs 81.08 lakh was .paid to 

-beneficiaries during the period from 1991-92 to 1997-98 for on.-farm 

. development works in disreg~rd of the approved pattern of assistance 

and without identifying the beneficiaries according to prescribed 

guidelines. 

• Irrigation potential created was utilised to the extent of 48 to 82 per 

cent during the years from 1991-92 to 1997-98. Shortfall in utilisation 

in Kashmir Division was attributed to meager allocation of funds for 

on-farm development works and in Jammu Division to non-adherence 

xv 



"· 

Overview. 

to cropping pattern, injudicious use of water by farmers, power 

shortage, etc. 

• Failure to lift the seeds from the Agriculture Department for sale to 

farmers, well in advance of the sowing season, resulted in poor sales 

and resultant loss of Rs 18. 70 lakh on the auction of left over seeds. 

· • Statutory Command Area Development Boards and Command Area 

Councils at the State level had not been set up for monitoring the 

programme as envisaged. Evaluation studies had also not been 

undertaken to assess the impact of the programme. 

(Paragraph: 3.1) 

3.2 Acquisition of land for public purposes 

Land needed for public purposes is acquired by the State 

Government under State Land Acquisition Act, 1990 Svt. (1934 AD) and 

the rules framed thereunder. A separate Act, viz. Jam~u and Kashmir 
. . 

Requisition and Acquisition of Immovable Property Act, 1968 to 

empower the Government to requisition land for purpose of the State 

an4 on behal~ of the Unio~ of India, -was also enacted. Test-ch~k of 

records revealed: 

• Rupees 18.24 crore were locked up with 11 Collectors at tbe end _of 

March 1998 mainly due to advancing of amounts to C~llectors for 

payment of land compensation without completion of various 

formalities. Of this, Rs 5.86 crore were deposited in current account 

of banks instead of in the treasury, in violation of the instructions of 

the Govenupent. 
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• Consid~rable delays occurred in the finalisation of land acquisition 
" . 

proceediilgs. Out of 269 cases processed during 1993-94 to 1997-98, 

only 112 had been finalised up to March 1998. In 75 cases pending 

finalisation, delay ranged between 2 and 19 yeai;s from the dates of 
' 

declaration under the respective Acts by Government. The delay 

impeded tbe speedy execution of development works and was likely to 

result in payment of higher .co'Bapensation due _to escalation in land 

rates. 

• Excess/irregular payments of land compensation aggregating Rs 2.02 

crore were made in 2 cases due to payment of compensation at higher 

rates and failure to take cogni7.ance of ceiling laws. 

• Land compensation of Rs 18.33. lakh was paid to a person, on the 

basis of questionable documents, who was not the owner of the land • 

• Failure of the Collector to represent the land compensation case 
. . . 

properly in the district court Jammu resulted in payment of extra 
, 

·compensation of Rs 11.10 lakh to the land owners. 

· (Paragraph 3.3) 

3.3 Special Central Assistance for Tribal Sub-plan 

The cent per _cent Centrally sponsored scheme of 'Special 

Central Assistance for Tribal Sub-plan' launched by the Centr8I 

.Government in 1974-75, to _supplement the efforts of the State 

Governments for socio-economic development of Scheduled Tribes was 

taken up for implementation in the State in 1990-91 wllen certain tribes 

were notified as Scheduled Tribes. The State bad. an · estimated tribal - - ' . , 
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population of 8.80 lakh which constituted 11 ·per cent of the total 

_ population. Test-check of records relating to the implementation of the 

scheme revealed: 

• Shortfall in utilisation of available funds during the period 1992-97 

ranged between 29 and 67 per cent. which was mainly due to belated 

release of funds by the Central Government to the Sqte Government 

and by State.Government to the nodal department. and implementing 

agencies. 

• As.mtance of Rs 83 lakh was diverted during the penOd 1995-98 for 

meeting expend:itutt on payment of arrears on account of Fifth Pay 

CommiMion Report (Rs 64· lakh), administrative expeDses including 

modernisation of offices (Rs 17 lakh) and purchase of paper copiers 

(Rs 2 lakh). Rs 32 la.kh were further diverted during 1996-97 and 

1997-98 for payment to a non-Governmental organization for 

activities ~e t;he scope of-the program.me. 

• Agaimt 1he enYisaged utilisation of 7& per cent of. SCA funds on 

Setting op of family_ oriented inmme generating schemes and the 

balance 30 per ct!llt on development of infrastru.cture incidental 

thereto, 80 per cat (Rs L88 crore) of the total eipeDditore (Rs 2.33 

crore) under Agriadtoral Sedor was incarred during 1992-93 to 

1997-98 on general_activities of the department and development of 

infrastrudure which was not incidental to income generating units 

estahmhed. 

• 

'· 



.. 

Overview 

• Rupees 2.93 crore were spent under Minimum Needs Programme on 

works of electrification, drinking water supply, protection works, etc. 

in tribal bastieslmohras during 1993-94 to 1997-98 which were outside 

the scope of the programme. 

(Paragraph: 3.4) 

' 3.4 National Malaria Eradication Programme 

The National. Malaria Eradication Programme was launched 

by the Central Government in 1953 to reduce malaria morbidity to a 

level where it ceases to be a major public health problem. A modified 

plan of operation envisaging surveillance by the programme staff and 

medical institutions, treatment of malaria positive cases, spraying with 

insecticides and urban malaria control was· introduced in 1977 for 

effective control of malaria and prevention of deaths caused by it. Test

check of the records relating to the implementation of the programme 

revealed: 

• Utilisation certificates and audited statements of expenditure for 

grants-i~-aid of Rs 4.09 cror.e received from the Central Government 

during 1992-98 .had not been furnished to Government of India. 

Proper accounts of Central assistance received had also not been 

maintained. 

• Increase in the incidence of malaria cases from 784 in 1993 to 9412 in 

1997 as also those of parasite falciparum cases during the same 

period, indicated that preventive measures taken by the Department 

bad not been effective in arresting the spread 'of the disease. 
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e The Annual Parasite Index (API) which was below 1 up to 1994 

increased to 3. 78 in 1996 and declined to 2.47 in 1997. The index in 
• • rural areas increased from 2.55 in 1995 to 4.03 in 1997. The 

envisaged objective of containing the index below 2 was not, thus, 

realised. 

o There was delay ranging from 1 to 6 months in the examination of 

blood smears collected under active surveillance which delayed 

detection and treatment of malaria cases. 

• The p~rcentage of population covered under spray operations ranged 

between 20 and 81during1992-97. 

(Paragraph 3.5) 

3.5 Poll Expenses 

Elections in the State are held by the Election C~mmission of 

India under the provi~ions of the State Representation .of Peoples Act, 

1957. While expenditure on Lok Sabha and Legislative Ass~mbly 

elections is to be borne by the Central and State Governments 

respectively, the expenses on common items are shared on 50:50 basis. 

Elections to 11th and 12th Lok Sabha were held in May 1996 and 

February/June 1998 respectively and to State Assembly in 

September/October 1996. Test check of records of the Election 

Department revealed : 

• The share of expenditure of the Central Government on common 

items and holdine: of Lok Sabha elections in the State had not been 

worked out by the Department since 1974-75. 
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• Detailed accounts of advance payments aggr·egating Rs 4.19 crore 

made to various District Election Officers and other departments 

d~ring 1971-98 for conduct of elections were awaited as of July 1998. 

• There was wasteful expenditure of Rs 61.25 lakh on printing of 

electoral rolls/supplements in excess of actual requirements . 

• Funds amounting to Rs 20.29 lakh were diverted for purchase of 

items like vehicles, colour television sets, computers, fax machines, 

etc. Further, 10 Diesel Generating sets were purchased (May/June 

1996) at a cost of Rs 10.33 lakh by the Director Health Services, 

Kashmir by debit to election f~ds which were suJ- ~~quently issued to 

various hospitals/medical units. 

• Expenditure of Rs 6.07 lakh was unauthorisedly incurred by District 

Electoral Officers Kathua, Udhampur, Rajouri, Jammu and the 

Chief Electoral Officer on serving refreshment/food to staff not 

associated with poll/counting duty . 

(Paragraph: 3.8) 

3.6 Industries and Comme~ce Department 

The main function of the Industries and Commerce 

Department is to facilitate overall industrial development of the State 

and generate employment. Several developmental schemes/program.mes 

in industries, handicrafts and other sectors are implemented by the 

Department. Test check of the records of the Department revealed: 
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• There was shortfall ranging between 6 and 51 per cent in utilisation of 

funds allotted by the Government during the years 1993-94 to 1997-

98. 

• Registers of grants/appropriations and other budgetary control 

records had not been maintained on monthly basis or at the end of 

each year by any of the administrative/controlling officer~' level. 

During the years 1993-94 to 1996-97, expenditure of Rs 7.78 crore 

was incurred by the departmental officers without any budget 

provision. 

• Loan ledgers and other relevant records for watching recovery of 

loans aggregating Rs 188.67 crore, adv~nced during the period 1988-

89 to 1997-98 to Government companies, had not been maintained. 

• 172 officials in different cadres were irregularly appointed between 

1990 and 1997 by various officers of the Department in violation of 

Government orders which provided for recruitment through 

Recruitment Boards/Comipittees only. 

• Leave substitutes had been appointed against 91 officials who availed 

leave, but leave was not debited in the. leave a_ccounts of these 

officials. The genuineness of another 1161 leave substitutes appointed 

during this period could not be verified as the details of officials 

against whom these were appointed was not intimated. 

• Sixty one per cent of 1244 handicraft co-operative societies in 

Kashmir DiVision and seventy eight per cent of 361 societies in 

Jammu Division, set up as of March 1997, were either defunct or 
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· under liquidation. In 87 functional societies, the annual average w:ages 

paid to a member ranged between Rs 58 and Rs . 294 only which . 

indicated that these societies were also not viable. 

There was no proper follow up to the training programme as no 

carpet weaving unit had come up either in the co-operative · or in 

private seetor despite expenditure of Rs 3 Ci"Ore during. 1993-94 to 

1997-98 on massive carpet training programme in Jamoiu region. 

(Paragraph: 3.9) 

3. 7 Store Management in Public Works Divisions 

Public Works Divisions (Road and Buildin.gs) of the Public 

Works Department, responsible for construction of roads, bridges and 

Government buildings, obtain their requirement of construction material 

like cement, steel and asphalt from Stores Procurement Department. For 

efficient material management, the divisions are required to exercise 

proper inventory control over the material in stock till these are finally 

consumed or disposed of otherwise. Test-check of records of these 

divisions revealed: 

• . Despite provision ·in the rules that purchase of stores f~r public 

service be made in accordance with detmite requirements, · stores 

valued at Rs 1.64 crore were purchased by S Jammu based divisions 

at the fag end of the respective years during 1992-97 in absence of 

any firm requirement to avoid lapsing of ~ds. S~rly, Rs ~.35 

crore were advanced by 9 divisions during the same period to various · 
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Government companies/semi-Government bodies to avoid lapsing of 

budget grant. 

The objective of ensuring quality control and purchase of stores at 

economical rates through centralised purchases was not achieved as 

19 to 73 per cent of the indented quantities only were lifted by the 

divisions from the Store Procurement Department during the period 

1992-96. Contrary to the instructions of the Government, 5 divisions 

made purchase of stores from other agencies at higher rates 

involving extra expenditure of Rs 21. 78 lakh. 

• Advance payments aggregating Rs 6.33 crore were made to 

Government companies/undertakings during the period from 1992-93 

to 1997-98 for supply of cement without the sanction of the competent 

authority. Cement supplies worth Rs 19.36 lakh had not been received 

against these advances as of September 1998. 

• Material valued at Rs 27.44 lakh lifted by R&B Construction Division 

No. III, Jammu from Stores Procurement Department, Jammu from 

February 1995 to March 1997 ha<I not been accounted for in the 

books of the former as of March 1998. 

• · Material valued at Rs 81. 78 lakh issued for use on different works in 

the 5 test-ch_ecked divisions was outstanding as of September 1998 

against 32 Junior Engineers who had been transferred/relieved 

between 1992-93 and 1997-98. 

(Paragraph :5.1) 
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3.8 Exemption from payment of Sales Tax to Industrial Units 

A review on Exemption from payment of Sales Tax granted 

to industrial units revealed: 

• Incorrect exemption from payment of Sales Tax amounting to 

Rs 13.29 lakh was allowed during 1992-93 and 1995-96 to three 

Industrial Units not registered as Small Scale Industrial Units with 

the Industries Department. 

• Incorrect exemption was granted to 45 SSI Units who had concealed 

their turnover resulting in non-recovery of tax, interest and penalty 

aggregating Rs 4.08 crore during 1991-92 to 1996-97. 

(paragraph: 6.3) 

3.9 Stamps Duty and Registration Fees 

A review of assessment and collection of Stamps Duty and 

Registration Fees revealed: 

• Misclassification of instruments of sale/mortgage deeds as power of 

attorney, agreements to sell/leasf and family settlement deeds, etc. 

under the charge of 8, Sub-Registrar~ resulted in short levy of stamps 

duty of Rs 8.12 lakh and registration fees of Rs 1.15 lakh in 29 cases. 

• Stamps duty of Rs 1.39 lakh was short levied due to incorrect 

application of rate of duty in 11 cases. 

(Paragraph: 6.11) 
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3.10 Jammu and Kashmir Small Scale Industries Development 

Co-~poration Limited 

Jammu and Kashmir Small · Scale Industries Developmen.t 

Corporation (Paid-up Capital; Rs 3.12 crore) was incorporated as a 

wholly -owned Government Company in November 1975 under 

Companies Act, 1956 with the main objective of providing 

infrastructural, financial and marketing facilities to Small Scale 

Industrial Units in the State. A review on the working of the Company 

revealed:. 

• The accumulated loss of Rs 6.61 crore at the end of March 1998 

represented 212 per cent of its paid-up capital. The main· contributory 

factors for losses were increase in expenditure on salaries, higher 

incidence of interest charges and poor off-take of raw material. 

The Company suffered a loss of Rs 4.15 lakh in operation of its truck 

:fleet during the period from 1993-94 to 1997-98. Th~ Company 

suffered a further loss of Rs 6.23 takh· during July-November 1996 

due· to allotment of transportation work at rates higher than those 

f1Xed by the State Transport Authority. 

·• The Company failed to recover outstanding advances of Rs 93.59 lakh 

from 53 units and Rs 46.10 lakh from 627 unit holders of.5 industrial 

estates on a~count of ground rent at the end of March 1998. 

• In six industrial estates, units occupying 41 per cent of the allotted 

plots ·(678) only were under production as of March 1998. 

• 

• 

.• 
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• In the industrial estate Kathua, where the Company had developed 

218 plots at a cost of Rs 1.07 crore, only 28 plots bad been allotted to 

SSI units resulting in idle investment of Rs 80 lakb. 

• The Company incurred an avoidable expenditure of Rs 5.48 lakh on 

payment of rent during the period from July 1996 to March 1998 due 

to shifting of its Divisional Office from its own building at Zainakote 

to a hired building at Boulevard, Srinagar. This also rendered the 

investment of Rs 13.31 lakh made by the Company on the building at 

Zainakote unfruitful. as the same was lying vacant since July 1996. 

(Paragraph: 7.6) 

3.11 Srinagar Municipality 

Srinagar Municipality, a body corporate was established in 

1913. The main functions of the Municipality are to draw and implement 

programmes for providing services of sanitation, public health 

(preventive), _construction/maintenance of lanes, drains and nallahs and 

levying and collection of taxes and fees in the municipal ~rea. A test

check of the records of the body revealed: 

• The manner and form in which the accounts of the Municipality are 

to be maintained had not been prescribed by the Finance 

Department/Government. Due to non-maintenance of accounts 

indicating the position of its assets and liabilities~ the financial 
I 

position .of the Municipality was not ascertainable. 

• Internal receipts of the body constituted between 4 and 15 per cent of 
' . . 

the expenditure during the period from 1993-94 to 1997-98. 
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• Failure of the Municipality to clear liability of overdraft of Rs 70 lakh 

obtained from Jammu and Kashmir Bank Limited, despite 

availability of surplus funds, resulted in accrual of interest liabilitv of 

Rs 1.28 crore up to June 1998. 

• Belated release of funds by the Government during the period from 

1993-94 to I997-98 for providing basic civic amenities in the 

municipal area resulted in their underutilisation with shortfall 

r anging between 8 and 73 per cent . 

• Out of a total of 1970 cases of unauthorised constructions registered, 

only 61 cases (3 per cent) were compounded during the period from 

1993-94 to 1997-98. 

• A high speed precision lathe purchased in December 1991 had not 

been com missioned as of June 1998 resulting in idle investment of 

Rs 5.59 lakb. 

(Paragraph :8.4) 

4. Other points of interest 

(a) Civil 

• Failure of the Department to assess correctly the ·results of cotton 

cultivation demonstrations during Kharif 1995 and the response of 

farmers thereto resulted in procurement of cotton seed in excess of 

actual requirement during Kharif 1996 and consequent loss of Rs 5.82 

lakb on auction of left over stocks of seed. 

(Paragraph: 3.2) 
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• Failure of the Directorate of Health Services, Kashmir to install and 

commission 8 X-ray machines purchased at a cost of Rs 16.84 lakh in 

19.93-94, resulted in idle investment for over five years, besides 

depriving people of the facility of radiological examination. The 

possibility of the machines being rendered dysfunctional due to 

prolonged storage and obsolescence could not be ruled out. 

(Paragraph: 3.6) 

• Unplanned purchase of a computer system by the Principal 

Government Medical College, Jammu in March 1992 without 

ensuring availability of trained staff to run it, resulted in 

unproductive expenditure of Rs 7.75 lakh for over six years and non

achievement of the envisaged objectives. 

(Paragraph: 3. 7) 

• Construction of a tourist complex by the Tourism Department at Tso

Marari lake in July 1995, without consulting the Wildlife 

Department, was abandoned in June 1996, after incurring an 

expenditure of Rs 6.45 lakh, as the construction had been undertaken 

in an . area notified as wildlife sanctuary. This rendered the 

expenditure of Rs 6.45 lakh wasteful. 

(Paragraph: 3.10) 

·• Injudicious action of the Director, Fire Services Srinagar in making 

advance payments for purchase of 3 Rapid Intervention Vehicles 

before examining the feasibility of th~ propos~d purchase or assessing 

their suitability for operational requirements, resulted in locking up 
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of Rs 2.07 crore for over three years. It also resulted in avoidable 

payment of interest of Rs 1.28 crore to Jammu and Kashmir Bank 

Limited on funds borrowed by the Government to meet its ways and 

means requirements. 

(Paragraph: 3.11) 

• Incorrect calculation of interest on the amount of award given by the 

Arbitrator resulted in excess payment of Rs 5.54 lakb to a contractor 

by the Executive Engineer, Irrigation Division Akhnoor in September 

1997. 

(Pa ragraph: 4.1) 

• The expenditure of Rs 6.48 crore incurred on minor irrigation scheme 

Raya was rendered unfruitful due to improper planning and lack of 

prioritization in execution of its various components. 

(Paragraph: 4.2) 

• Inaction of the Electric Maintenance and Rural Electrification Wing, 

Srinagar to get the balance work of providing street lighting along 

Indira Gandhi Road completed departmentally -0r through any other 

agency at the risk and cost of the backed out firm, resulted in idle 

investment of Rs 26.53 . lakh for over eight years. The work in the 

meanwhile had also suffered damages worth Rs 3.17 lakh. 

(Paragraph: 4.3) 

• Release of funds by the Power Development Commissioner for 

construction of office complex at Railway Road Jammu in March 
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J 991 without obtaining Administrative approval thereto resulted in 

locking up of Rs 17.51 lakh for over seven years besides rendering 

expenditure of Rs 2.49 lakh incurred on preliminary items of the 

work unfruitful. 

(Paragraph: 4.4) 

• Failure of the Power Development Department to get the transformer 

purchased by it in March 1986, commissioned during its warranty 

period and lack of concerted action thereafter to get it repaired, 

resulted in unfruitful expenditure of Rs 14.25 lakh. 

(Paragraph: 4.5) 

• Purchase of 130 tonnes of sealing compound by the lgo-phey Division, 

Leh during November 1992 to June 1994 at a cost of Rs 53.56 lakh 

without assessing acttial requirement and subsequent failure to ensure 

its utilisati1m on other Government works, resulted in loss of Rs 24. 70 

lakh to the Government due to expiry of the shelf life of 60 tonnes of 

the unutilised compound. 

(Paragraph: 4. 7) 

• Purchase of stores in excess of immediate requirement by the Public 

Health Engineering Division, Sopore· and h:rigation Division 

Baramulla between 1990-91 and 1995-96 resulted in idle investment 

of Rs 24.52 lakh for periods i:-anging between 3 and 7 years. 

(Paragraph: 5.2) 

• Non-observance of codal ·requirements and Jack of supervisfon and 

control over the management of stores, resulted in shortage of stores 
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worth Rs 9.06 lakh in Water Supply Master Plan Division, Jammu 

during 1994-95. 

(Paragraph: 5.3) 

(b) Financial assistance to Local Bodies and Others 

• During the year 1997-98, grant~ aggregating Rs 88.30 crore were paid 

by Government to various local bodies/ authorities in the State. 7063 

utilisation certificates in respect of grants aggregating Rs 523..t4 

crore paid up to the year 1996-97 were awaited as of 30 September 

1998. 

(Paragraph: 8.1 ) 

• The accounts of 35 bodies were in arrears for periods ranging 

between one year and 26 years as on 30 September 1998. The main 

defaulters were Srinagar/Jammu Development ·Authority, J ammu 

and Kashmir Board of Secondary Education, Kashmir University, 

District Rural Development Agencies Pulwama and Doda and Jammu 

and Kashmir State Council for Science and Technology, etc. 

(Paragraph: 8.1 (b )) 

• Grants aggregating Rs 6.02 crore meant for .developmental and 

beneficiary oriented schemes remained unutilised with 6 

bodies/authorities whose. accounts were audited during I 997-98. 

Further, advances aggregating Rs 1.54 crore paid during 1996-97 by 

4 District Rural Development Agencfes to contractors/suppliers were 

outstanding as of March 1998. 

(Paragraph: 8.3) 
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• Under the Integra le<l Rural Development Programme, chaff cutters 

were to be supplied to the farmers living below poverty line at 

subsidised rates (subsidy: 33.3 per cent). Without assessing the 

demand realistically, the Project Officer DRDA Baramulla 

purchased (July 1991 to April 1992) 955 chaff cutters at a cost of 

Rs 9.93 lakh. Of these, only 152 cutters, could be supplied leaving 

803 cutters (cost: Rs 8.35 lakh) unutilised as of November. 1998. This 

resulted in unfruitful expenditure of Rs 8.35 lakh. 

(Paragraph: 8.5.1) 

• Expenditure of Rs ..t. 73 lakh incurred by DRDA Kupwara in July 

1995 on purchase of tool kits for issue to rural artisans at subsidised 

rates, was rendered wasteful as the tool kits purchased did not 

conform to proper quality and specifications and were, therefore, not 

lifted by the beneficiaries. 

(Paragraph: 8.5.2) 

(c) Revenue Receipts 

• Test-check of records of Sales Tax, State Excise, ·stamps and 

Registration Fees, Forest and other Departments, conducted during 

1997-98, revealed underassessments, short levy, loss of revenue, etc. 

of Rs 15.97 crore in 310 cases. The concerned d~partments accepted 

underassessments, etc. of Rs 1.03 crore in 14 cases pertaining to 1997-

98 and earlier years. 

(Paragraph 6.2) 
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• Failure to detect the suppression of turnover by the Assessing 

Authorities resulted in short levy of sales tax, penalty and interest of 

Rs 2. 78 lakh in 3 cases. 

(Paragraph 6.4) 

• Non-raising of bill by the Forest Department against State Forest 

Corporation Fesulted in non-recovery of Rs SS. 79 lakh
1 
as royalty. 

(paragraph 6.9) 

• Non-handing over of marked trees to State Forest Corporation for 

commercial exploitation resulted in blockade of revenue of Rs 21.74 

lakh in the shape of royalty realisable from the Corporation. 

(Paragraph 6.10) 

(d) Commercial and Trading Activities 

• The State had 19 Government companies including one subsidiary 

Government company, 4 statutory corporations and 5 departmentally 

managed commercial/quasi-commercial undertakings as on 31 March 

1998. The Government investment by way of paid-up capital in 18 

Government companies was Rs 193.22 crore, of which Rs 179.40 

crore were invested by the State Government, Rs 9.60 crore by the 

Central Government and Rs 4.22 crore by others. No investment had • 

been made .by the State . Government by way of share capital 

contribution in two companies as of 31 March 1998. 

(Paragraph: 7.2.1) 
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• Long term loans aggregating Rs 367. 74 crore were outstanding as on 

31 March 1998 against 14 Government companies of which, 

Rs 211.98 crore were invested by the State Government. 

(Paragraph: 7.2.1) 

• While one company had finalised its accounts for the year 1997-98, 

the account!; of remaining 18 companies were in arrears for periods 

ranging from 1to15 years as of September 1998. Thus, the results of 

investment of Rs 560.96 crore in these companies were not 

conclusively known. According to latest available accounts, 13 

companies suffered loss of Rs 15.03 crore while two companies 

earned profit of Rs 50.39 crore. 

(Paragraph: 7.2.5) 

• Out of 4 Statutory Corporations, audit of two Corporations only had 

been entrusted to the Comptroller and Auditor General of India. The 

Jammu and Kashmir State Road Transport Corporation had 

finalised its accounts up to 1996-97. While the Corporation suffered a 

loss of Rs 35.41 crore during the year 1996-97, the accumulated loss 

·of Rs 228.74 crore up to March 1997 was 267 per cent of its capital 

contribution of Rs 85. 76 crore. The finalisation of the accounts of the 

jammu and Kashmir State Financial Corporation beyond 1994-95 

was 10 arrears. 

(Paragraphs: 7.3.3 and 7.3.4) 
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• Pro forma accounts of all the five departmental undertakings were in 

arrears for periods ranging from 8 years to 30 years as on 31 March 

1998. 

(Paragraph: 7.4) 

• Failure of the Jammu and Kashmir Agro Industries Development ·. 
Corporation to supply 66 MT of tinned cherry/plum conforming to 

Army Supply Corps specifications, to Army Purchases Organisation 

resulted in loss of Rs 4.08 lakh due to forfeiture of security deposit 

(Rs 1.24 lakh) and non-disposal of leftover stocks of tinned plum 

(value: Rs 2.84 lakb), after their manufacture in 1989. 

(Paragraph: 7. 7.1) 
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Accounts of the Government 

1.1 introduction 

1.1.1 Structure of Government Accounts 

The accounts of the Government are kept m three parts: 

(i) Consolidated Fund (ii) Contingency Fund and (iii) Public Account. 

Part-I Consolidated Fund 

All receipts uf the State Government from revenues, loans and recoveries 

of loans go into -the Consolida~ Fund, constituted under Article 115 of the Constitution 

of Jarnmu and Kashmir. All expenditure of the Govemmen~ 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: Revenue Account (Revenue Receipts and 

Revenue Expenditure) and Capital Account (Capital Receipts, Capital Expenditure, Public 

Debt and Loans, etc.). 

Part-II Contingency Fund 

The Contingency Fund created under Article 116 of the Constitution of 

Jarnmu and Kashmir is in the nature of imprest placed at the disposal of the Governor of 

the State to meet urgent and unforeseen expenditure pending authorisation from the State 

Legislature. Approval of the Legislature is subsequently obtained for such expenditure and 

for transfer of equivalent amount from the Consolidated Fund to this Fund. The corpus of 
~ 

this Fund authorised by the State Legislature for the year 1997-98 was Rs 40 lakh. 

Part-ID Public Account 

Public moneys received by or on behalf of the State Government in respect 

of Small Saving collections, Provident funds, Deposits, etc. which belong to the depositors 

do not constitute nonnal receipts of the Government but are in possession of State 

.. Government for a specific period or purpose. These moneys do not form part of the 

Consolidated Fund and are accounted for in Public Account, constituted under Article 115 

of the Constitution of Jarnmu and Kashmir. Legislative authorisation for payments from 

the Public Accounts is not required. 



Chapter-I Accounts of the Government 

1.1.2 Annual accounts 

The accounts of the State Government are compiled annually by the 

Accountant General (Accounts and Entitiement), Jammu and Kashmir. These are prepared 

in two volumes viz., the Finance Accounts and the Appropriation Accounts. The Finance 

i}ccounts present the details of all transactions pertaining to both receipts and expenditure 

under appropriate classification 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 L~gislature 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 

(C&AG) in accordance with the C&AG's (Duties, Powers and Conditions of Service) 

Act, 1971 . C&AG certifies the accounts and also submits Audit Report containing 

observations on transactions relating to Civil, Revenue and Commercial 

Departments/Public Sector Undertakings to the Governor of the State in terms of Arti~le 

151 of the Constitution of India. 

1.2 Summarised financial position 

The financial positjon of the Government of Jammu and Kashmir as on 31 

March 1998, emerging from the Appropriation Accounts and the Finance Accounts for the 
( 

year 1997-98 is given in the following statements. 

2 
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Accounts of the Govern!JU!nl 

STATEMENT
SUMMARISED FINANCIAL POSmON OF THE 

(R in crore) (Rupees in crore) 

''~*'f>\ilit;aon 
>·£ii~ ,, .n'~ ~ ' 'IJabilitiel ~ 

. , 
··;, -~ , Amowit.as1on; 

;;,":: ,·;:.:. '·, ~·~· 
'. 

~ ~. ,.t.:· ~. ~ l • 

~) .... ):fMal-Ch ·- : ~ _.._ _..,_ ~"~:ii-;~ . -··· ,_ 
31 March ·~,"' •,. h~' 

·- '· 11;;.;.~-. "' .. '.t ,._:.__ - ' - -
1998. . . .. - .'.l997 ':: Ir - - • .. -~ ·;o o .. '7 . 

- # f. --
1265.70 Internal Debt 1654.98 

Market LoaQs bearing interest 533.02 
Loans from Life Insurance CQrporation 
of India I 80.07' 
Loans from General Insurance 
Corporation of India 15.14 
Loans from National Banlc for 
Agriculture and Rural Development 11.16 
Lo~ from National Co-operative 
Development Corporation 0.15 
Loans from other Institutions 11 .72 
Overdrafts (temporary loans from Jammu 
and Kashmir Bank Limited) , 1003.72 
Loans and Advances from the Central ' ' 

3028.61 Government 3231.08 
Pre-1984-85 Loans 959.51 
Non-Plan Loans 828.53 
Loans for State Plan Schemes 1386.64 
Loans for Central Plan Schemes 3.53 
Loans for Centrally Sponsored Plan 
Schemes 49.86 
Ways and Means Advances 3.01 

847.51 SmalJ Savin2s, Provident F un ds, etc. 971.41 
117.36 Deposits 59.38 
294.90 Reserve Funds 353.51 
579.50 Remittance Balances 495.29 

' 
0.40 Contin2ency Fund 0.37 

1710.86 Surplus on Government Account 2162.13 
Revenue Surplus as on 31 March 1997 1710.86 
Revenue Surplus for the year 1997-98 · 451.27 

7844.84 Totals: 8928.15 
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Chapter-I Accounts of the Government 

I 
GOVERNMENT OF JAMMU AND KASHMIR AS ON 31 MARCH 1998 
(Rupees in crore) (Ru pees in crore) 

Amount'ai "' - . , _- -~,e~ .~~~i ~- ~ - Arpotmt~-- ~ ' . . 

on 3 lMatclF: 
- , on 31 Mardi~ ~· . - - ' - - --. .·" .. 5'~.f .. ~: l Q97 • ;_.:_,L_ ,. 

.·::· · 1,~~'. -' rl, ">'7' 
' ' - . ,·: ··-"'' ,.· ·;· - .. ' ,_ -

7175.00 Gross Capital Outlay 8064.46 
Investment in shares of Companies, 

' COllporations, etc. 324.76 
Other Capifal Outlay 7739.70 

352.04 Loans and, Advances 415.52 
Lo.ans for Social Services 52.92 
Loans for Economic Services I' 327.98 

' 

Loans to Government servants 30.45 ' 

Civil Advances 4 .17 
156.65 Suspense and Miscella8'Qus Balances 285.46 
161.15 Cash 162.71 

Departmental Cash Balances including 
~ 

Permanent Advances 4 .16 
Cash Balance Investment Account 37.38 I 

Investment of earmarked funds 81.42 
Deposits~ treasuries, 10C8l remittances 
and cash in banks 39.75 

7844.84 Totals: 8928.15 
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Explanatory notes 

(a) The summarised financial position is based on the statements of Finance 

Accounts of the State Government and is subject to notes and explanations contained 

therein. 

(b) Government accounts being mainly on cash basis, the revenue surplus has 

been worked out on.,PaSh basis. Consequently, items payable and rpceivable or items like 

depreciation or variation ~ stock figures, etc. do not figure in the accounts. 

( c) Although a part of revenue expenditure (grants) and the loans are used for 

capital formation by the recipients, its classification in the accounts of the State 

Government remains unafff.-'Cted by end use. 

( d) Suspense and Miscellaneous Batances include cheques jssued but not paid, 

payments made or behalf of the State· and others pending settlements, etc. The balance 

under. Suspense and Miscellaneous had increased from Rs 156.65 crore as on 31 March 

1997 to Rs 285 .46 crore as on 31 March 1998. 

(e) There was a difference of Rs 1 lakh between the figures reflected in the 

accounts Under cash in Banks and the figures conveyed by the Finanee Department. The 

difference was under reconciliation (November 1998). 
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Statement-fl 
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I 

L J 

~ 

' 
'· 

STATEMENT
ABSTRACT OF RECEIPTS AND 

(Rupees in crore) 
Section-A 

Receipts 

Revenue Receipts ~ 4641.79 
' 

(i) Tax Revenue 368.28 
(ii) Non-Tax Revenue 247.92 
(iii) State's share of Union Taxes and Duties 833.57 

(a)Taxes -on income other than 
corporation tax 0.18· 

(b )Union Excise Duties 833 .39 

(iv) Grants from Central Government 3192.02 
(a)Non-Plan Grants 670.08 
(b)Grants for Central Plan-and 

Centrally Sponsored Plan 
Schemes 123.78 . 

( c) Grants for State Plan 
Schemes 2398.16 

Total: .. 4641.79 
' 

'~~vestigation. 
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II 
DISBURSEMENTS FOR THE YEAR 1997-98 

(F..upees in crore) 
. Revenue ' 

'1 · ' ~ i ' ' \. 
" ~ I '' . 

; \ : 
,, 

Disbursements I i 
I ,J ' '-' I . I 

L : Revenue Expenditure 4190.52 
Sector Non-Plan Piao Total 

(i) General Services 1699.22 17.68 1716.90 

(ii) Social Services 870.26 177.60 1047.86 

(iii) Economic Services 1176.07 249.69 1425.76 

,. 
Revenue surplus carried over to Section (B) 451.27 

'-...... 
. 

c 

Total: 4641.79 
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(Rupees in crore) 
,--·-···-······ 

I .I-. ' Section-B 
II. Opening Cash Balance including Permanent 

Advances and Cash Balance Investment 161.15 
Ill. Recoveries of Loans and Advances from: 3.82 

(i) Agriculture and allied activities 0.01 
(ii) Social Services 0.64 
(iii)Government servants 3.17 

IV. J>ublic Debt' receipts 4515.11 
(i) Internal Debt other than Overdrafts 138.98 
(ii) Overdrafts from State Bank of India and other 

Banks 3861 .84 
(iii) Loans and Advances from Central Government 514.29 

Total carried over 4680.08 
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(Rupees in crore) 
' Others 

II. Capital outlay 889.47 
·(i) General Services 38.98 
(ii) Social Services 236.54 
(iii) Economic Services 613.95 

m. Loans and Advances disbursed for/to 67.22 
(i) Agriculture and Allied Artivities 0.13 
(ii) Industries and Minerals 38.25 
(iii) Social Services· 0.82 
(iv) :rransport 20.19 
(v) Government Servants 7.83 

IV. Repayment of Public Debt 3923.35 
(i) Internal Debt other than Overdrafts 3:31 
(ii) Overdrafts from State Bank of India and other 3608.23 

Banks 
(iii) Loans and Advances from Central 311.81 

Government 
Total carried over 4880.04 

• 

.. 
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(Rupees in crore) 
Total brought forward 4680~08 

v. Public Account Receipts 12794.86 
(i) Sm~ll Savings, Provident Funds, etc. 243 .95 
(ii) Reserve Funds 58.61 
(iii) Deposits and Advances 450.17 

.. 
(iv) Suspense and Miscellaneous 40.39 
(v) Remittances 12001. 74 

VI. Revenue Surplus brought down 45~ .27 ' 
vn. Contingency Fund 0.30 

Total: 17926.51 
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(Rupees in crore) 

Total brought forward 4880.04 
v. Public Account Disbursements 12883.43 

(i) Small Savings, Provident Funds, etc. 120.04 

.. (ii) Reserve Funds --
(iii) Deposits and Advances 508.24 
(iv) Suspense and Miscellaneous 169.20 
(v) Remittances 12085.95 

VI. Cash Balance at end 162.71 
(i) Departmental Cash Balances including 

Permanent Advances 4.16 
._(ii) Cash Balance Investment Account 37.38 
(iii) Investment of earmarked Funds 81.42 
(iv) Deposits with treasuries, local remittances 

and cash in banks 39.75 
VII. Contingency Fund 0.33 

Total: 17926.51 
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From wl1ere each rupee comes 

6% 

89% 

B Revenue Receipts Ill Increase in Public De bt El Increase in Overdraft 

m Revenue Expenc1ture 

•Capital cdlay 

Where each rupee goes 

17"/o 

a L.enclng for development and other progranmes and 1ncreaso In dosing cash balance 

a Net clsbursements from Public Account 
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STATEMENT-ID 
SOURCES AND APPLICATION OF FUNDS FOR THE YEAR 1997-98 

(Rupees in crore) 
Sources 

1 Revenue 4641.79 
Receipts 

2 Increase in 338.15 
Public Debt 

3 Increase in 253.61 
overdraft 

Total: 5233.55 

* 
I. Decrease in: 

(a) Suspense and Miscellaneous balance 
(b) Deposits and Advances 
( c) Remittances 
Total: I 

II. Increase in: 

(a) Small savings, provident funds, etc. 
(b) Reserve funds 
Total: U 

Grand Total: (I - II) 

1 

2 

3 

4 

5 

6 

15 

(Rupees in crore) 
Application 

Revenue Expenditure 

Capital outlay 

Lending for 
development and 
other oro2rammes 
Increase in closing 
cash balance 
Decrease in 
contin2ency fund 
Net disbursements 
from public account 
Total: 

128.81 
58.07 
84.21 

271.09 

123.91 
58.61 

182.52 

88.57 

4190.52 

889.47 

63.40 

1.56 

0.03 

88.57"' 

5233.55 

' . 
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Based on these statements and other supporting data, the following 

_paragraphs present an analysis of the management of the finances of the State Government 

during the year 1997-98 and relate it to the position ·obtaining in the preceding four years: 

l.2.1 Financial position of the State 

(i) Financial position of the .State Government during 1997-98 as emerged 

from the Fjnance Accounts, revealed that Revenue receipts of the State Government were 

Rs 4641. 79 crore agairtst which Revenue expenditu.re was Rs 4190.52 crore, resulting in a 

revenue surplus of Rs 451.27 crore constituting 9. 7 per cent of the Revenue receipts. 

(ii) Revenue receipts of the State Government comprised tax revenue 

(Rs 368.28 crore), non-tax revenue (Rs 247.92 crore), State's share of Union Taxes and 

Duties (Rs 833 .57 crore) and grants from Central Government (Rs 3192.02 crore). The 

main sources of tax revenue were Stat.e Excise (44 per cent); Sales TID.<. (39 per cent}, 

Taxes on Goods and Passengers (6 per cent) and Taxes on Vehicles (4 per cent ). Non

Tax Revenue mainly came from Interest Receipts (41 per cent .), Sale of Power (35 per 

cent) and Forest Produce (8 per cent). 

(iii) Revenue expenditure of Rs 4190.?2 crore was incurred on Economic 

Service (34 per ce'!t~. General Services (41_per cent) and Social Services ~25 per cent). 

The non-Plan revenue expenditu_re accounted for 89 per cent where ~s Plan expen'diture 

including expenditure on Centr~1~ sponsored schemes ~as only 11 per cent . 

. (iv) The Capit_al expenditure of the State was Rs ..,889.47 crore which was 

incurred on Economic Services (69 per cent), Social Services (27 per cent) and General 

Services ( 4 per cent ). 

(v) The Public Debt of the State (including overdraft/ temporary loans from 

Jammu and Kashmir Bank) increased by Rs 591.76 crore during 1997-98. The interest 

payments (Rs 815. 14 crore) constituted 19 per cent of the Revenue expenditure of the 

State. 
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3192.02 

I Accounts of the Governmenl 

Revenue Receipts 
(Rupees in crore) 

D Tax Revenue 11111 Non Tax Revenue § State"s share of Union Taxes and Duties m Grants from GOI 

1425.76 

II General Services 

Revenue Expenditure 
(Rupees in crore) 

a Social Services 
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1.2.2 Consolidated Fund 

The receipts and expenditure under the Consolidated Fund of the State 
during 1997-98 as against the previous financial year were as under: 

(Rupees in crore) 
Receipts . Expenditure 

1996-97 1997-98 1996-97 1997-98 
Revenue Account 

3223.40 Revenue 4641.79 3128.93 Revenue 4190.52 
receipts expenditure 

94.47 Surplus 45 1.27 
3223.40 Total: 4641.79 3223.40 Total: 4641.79 

Capital Account 
-- Capital -- I 000.11 Capital 889.47 

receipts expenditure 
3.35 Recoveries 3.82 50.79 Loans and 67.22 

ofloans and advances 
advances 

3967.28 Receipts 4515.11 3359.82 Repayment of 3923 .35 
from Public Public Debt 
Debt 

440.09 Capital 361.11 
deficit 

4~.W.72 Total: 4880.04 4410.72 Total: 4880.04 ,----- Surplus in 90.16 
Consolidated I 

I Fund I 

Receipts in the Consolidated Fund of S_tate increased from Rs 4307.50 

crore in 1993-94 to Rs 9160.72 crore in 1997-98 which constituted an increase of 113:per 

cent . The Public Debt receipts (borrowed funds) during 1997-98 constituted 49 per cent 

of the total receipts in the Consolidated Fund. Under Article 293(1) of the Constitution of 

India, a State may borrow within the territory of India, upon the security of the 

Consolidated Fund of State within such limits, if any, as may from time to time be fixed by 

an Act of the Legislature of the State. No law has so far been pas'sed by the State 

Legislature laying down any such limit. 
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Net surplus in Consolidated Fund of the State stood at Rs 90.16 crore in 

1997-98 against the· net surplus of Rs 357.54 crore as per Budget Estimates. 

400 

350 

300 

250 

200 

150 

10 0 

50 

0 

Public Debt receipts (borrowed funds) constituted 
49 per cent of Consolidated Fund receipts-

(Rupees in crore) 

46 45 .61 

0 Borr owed funds m o ther recei p ts 

Net s urplus 
(Rupees in crore) 

Anticipated surplus Surplus 

1.2.3 Public Account 
Receipts and disbursements under Public Account of the State during the 

year 1997-98 were as under: 
Particulars 

Small Savings, Provident Funds, etc. 
Reserve Funds 
Deposits and Advances 
Suspense and Miscellaneous 
Remittances 
Deficit in Public Account 

Total 

19 

Receipts 

243.95 
58.61 

450.1 7 
40.39 

12001.74 
88.57 

12883.43 

Disbursements 
(Rupees in crore) 

120.04 

508.24 
169.20 

12085.95 

12883.43 

< 
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The deficit of Rs 88.57 crore in the Public Account was off set by surplus 

of Rs 90.16 crore . in the Consolidated Fund. The 'net surplus of Rs 1.59 crore in the 

Consolidated Fund represented increase in the Cash Balance by Rs 1.56 crore and 

expenditure of Rs 0. 03 crore met out of Contingency Fund but not recouped to the Fund 
\ 

out of the Consolidated Fund as on 31 March 1998. 
1 

1.3 Revenue receipts 
Trend of revenue receipts during the last five years ending 1997-98 was as 

under: 

Year Budget Actual Increase ( + )/ 
estimates receipts decrease ( -) 

over the 
previous year 

1993-94 1846.31 2179.12 (+)152.38 
1994-95 1985.34 3088.32 (+)909.20 
1995-96 2971 .35 3319.51 (+}231.19 
1996-97 3113 .85 3223.40 (-) 96.l 1 
1997-98 3844.26 4641.79 {+) 1418.39 

' " 
' .. 

Percentage 
increase (+)/ 
decrease(-) 

(+)8 
(+)42 
(+)7 
(- )3 
(+)44 

(Rupees in crore) 
GSDPat Percentage of 
current Revenue 
pnces Receipts to 

GSDP 
4581.53 48 
5542.59 . 56 
6758.30 49 
7292.67 44 

. 8371 .26° 55 

While Revenue receipts increased (Tom Rs 2179.12 crore in 1993-94 to 

Rs 4641 . 79 crore in 1997-98 which constituted an increase of 113 per cent, the aggregate 

of amounts received by the State Government from Central Government on account of 

share of net proceeds of taxes ai:td duties and grants-in-aid increased by 122 per cent from 

'Rs 1811.55 crore to Rs 4025.59 crore i.e. by Rs 2214.04 crorei during the corresponding 

period. Of this, Rs 1891 .28 crore were accounted for by grants-in-aid. Revenue receipts as 

percentage of Gross State Domestic Product (GSDP) marginally declined from 56 in 

1994-95 to 55 in 1997-98. The average percentage growth of revenue receipts was 23 

during 1993-94 to 1997-98. 

GSDP for 1997-98 has been worked out by taking the average growth rate of 14.79 per cent 
during 1993-94 to 1996-97. 
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Chapter-I Accounts of the Government 

t .3.1 Tax revenue 

The trend of tax revenue during the last five years ending 1997-98 was as 

under: 

Year Tax revenue Percentage increase As As 
(Rupees in crore) over previous year percentage percentage 

of rel;'.enue ofGSDP 
receipts 

1993-94 213 .11 6 10 · 5 

1994-95 242.13 14 8 4 
1995-96 292.19 21 9 4 
1996-97 293 .92 1 9 4 
1997:.98 368.28 25 8 4 

Tax revenue increased from Rs. 293 .92 crore in 1996-97 to Rs 368.28 

crore in 1997-98 registering an increase of 25 per cent . It exceeded Budget estimates 

(Rs 344.53 crore) by Rs 23 .75 crore which constituted an increase of 7 per cent during 

1997-98. The contribution of tax revenue to total revenue receipts of the State ranged 

between 8 and 10 per cent during the period 1993-98. As compared to growth of tax 

revenue of 47 per cent during the period 1988-93, it was 73 .i ·cent during the period 

1993-98. 

Though tax revenue of the State increased during 1993-94 to 1997-98, it 

remained static at around 4 to 5 per cent of GSDP during 1993-98. 

1.3.2 Non-tu revenue 

The growth of non-tax revenue during the five years ending 1997-98 was 

as under: 

(Rupees in crore1 
Yeac ' .' Non-tax . 1 Pereentage.iiicfease (+)/ · As percenpige .of _· 

c• 
. ~ . . decrease {~) over ·nievious year 

. 
OSDP ·. I revenue 

1993-94 154.46 (+)6 3.4 
1994-95 157.00 (+)2 2.8 
1995-96 204.22 (+)30 3.0 
1996-97 183.53 (-)10 2.5 
1997-98 247.92 (+)35 3.0 -
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Non-tax revenue which constituted 5 per cent of revenue receipts during 

1997-98, increased by Rs 64.39 crore over 1996-97 registering an increase of35 per cent. 

The increase was mainly under lnteres.t Receipts (Rs 24.04 crore) and Power (Rs 35.91 

crore). In its proportion to GSDP it decreased from 3.4 per cent in 1993-94 to 3 per cent 

irt 1997-98. 

1.3.3 State's share of Union taxes, duties and grants received from .. 
Central Government 

The trend of State's share of Union taxes (Income Tax and Union Excise 

Duties) and Central grants for the last five years was as under: 

(Rupees in crore) 
Year State' s share Grants Total Percentage of total to 

of Union taxes Revenue Revenue 
and duties receipts expenditure 

1993-94 510.81 1300.74 1811.55 83 85 
1994-95 562.60 2126.59 2689.19 87 106 
1995-96 I 644.24 2178.86 2823 .10 85 100 I 

1996-97 I 626.30 2119.65 2745.95 85 88 
1997-98 1 

833 .57 3192.02 4025.59 87 96 
\ 

The aggregate of State' s share of Union Excise Duties, Income Tax and 

Grants from the Central Government during the year 1997-98 was Rs 4025.59 crore 

representing 87 per cent of the total revenue receipts and 96 per cent of the revenue 

exPenditure of the State Government. 

1.4 Revenue expenditure 

Trend of revenue expenditure of the State during the five years period 

ending 1997-98 was as under: 
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Year 

1993-94 
1994-95 
1995--96 
1996-97 
1997-98 

<4500 

<4000 

3500 

3 000 

25 0 0 

2000 

1500 
1000 

500 

0 

Budget· 
estimates 
1921.66 
2427.22 
2640.67 
3510.87 
3526.47 

Accounts of the Government 

Revenue expenditure Increase over 
preVlous year 

Plan Non_; Total ~ 

Plan 
249.00 1872.54 2121.54 309.82 
261.05 2265.30 2526.35 404.81 
296.17 2518.79 2814.96 288.61 
347.87 2781 .06 3128.93 313 .97 
444.97 3745.55 4190.52 1061.59 

In c r e as e in r evenue exp enditure 
(Rupees in c rore) 

1993 -9<4 1997 -98 

(Rupees in crore) 
Revenue 

expenditure as 
percentage of 

GSDP . 

46 
46 
42 
43 
50 

The revenue expenditure increased from Rs 3128.93 crbre during 1996-97 

to Rs 4190.52 crore in 1997-98 registering an increase of 34 per cent. The increase in the 

revenue exp.enditure during 1997-98 was mainly due to increase in payment of interest 

(286 per cent), increase in expenditure .:>n General Economic Se~~es including tourism 

(130 per cent), Ecology and Environment (95 per cent), purchase of Power (32 per cent), 

Agriculture and Allied Activities (11 per cent) and administrative services ( 13 per cent). 

Further, against the receipt of Central Grants-in-aid of Rs 2521 .94 crore 

for Central/State Plan and Centrally sponsored schemes during 1997-98, the expenditure 

on plan schemes and capital outlay aggregated to Rs 1401.66 crore which indicated 

·Original plus supplementary. 
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diversion of plan funds of Rs 11 20.28 crore for non-plan activities. The details are 

indicated in statement No.I of the Finance Accounts 1997-98. 

Revenue expenditure of the State increased over the five year span from 

Rs 2121. 54 crore in 1993-94 to Rs 4 190.52 crore in 1997-98 which constituted an 

increase of 98 per cent. 

1.4.1 Interest payments 

The trend of interest payments during the last five years ending 1997-98 

was as under: 

(Rupees in crore) 

Year Internal Loans from Small Others Total As 
debt Central Savings, PF, percentage 

Government etc. of tax 
revenue 

1993-94 105.75 230.28 62.15 0.19 398.37 
1994-95 155.07 400.35 73.4 1 0.05 628.88 
1995-96 I I 5.77 251.04 - 0.12 366.93 
1996-97 115.74 0.65 62.98 3 1.60 210.97 
1997-98 156. 80 567.92 90.42 -- 815. 14• 

Increase in interest payments from 1993-94 to 1997-98 
1000-T-"~~~~~~~~~~~~~~~~~~~~~~~~~~ 

800+-~~~~~~~~~~~~~~~~~~~~~~~~~---

600+-~~~~-==-......-::""""~..._~~~~~~~~~~~~~~--c...._~ 

400~58&:iH-~~~~~~-:--~-=--;::;::::::um::;y,r~~~~~7""'--~~~ 

200-'-~~~~~~~~~~~~~~~~~--=====-::::::.a.i411.il-~~~~ 

0+-~~~~~---1t--~~~~~--+~~~~~~-+-~~~~~---1 

187 
260 
126 
72 

22 1 

8,15.14 

1993.&4 1994-95 1995-86 1996-97 1997-98 

Total interest payments of Rs 8 15. 14 crore in 1997-98 constitut ~d 19 per 

cent of the revenue expenditure. 

·Includes unadjusted interest for 1995-96 (Rs 8.64 crore) and 1996-97(Rs 309.99 crore). 
Interest on Provident Fund for the Year 1997-98 in respect of Janunu Division not adjusted. 
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Against Tax Revenue collections of Rs 1409.63 crore during the period 

from 1993-94 to 1997-98, Rs 2420.29 crore (172 per cent) were incurred by the 

Government on payment of interest during the said period. 

The payment of interest on internal debt varied between Rs 105.75 crore in 

1993-94 to Rs 156.80 crore in 1997-98. Interest payments consumed major part of the tax 

revenue and ranged between 72 per cent and 260 per cent of tax revenue during this 

period. 

1.4.2 Financial assistance to local bodies and· others 

Trend of financial assistance to local bodies and other institutions for the 

last five years ending 1997-98 was as under: 

(Rupees in crore 1 

Particulars 1991-94 1994-95 1995-96 1996-97 1997-98 
Educational 
Institutions 24.26 28.12 27.11 35.54 40.89 
Housing and Urban 
Development 18.03 20.23 24.43 27.40 34.26 
Agriculture and Allied 
Activities 5.35 4.72 4. 8~ 6.28 6.19 
Other institutions and 
bodies 3.95 3.58 4.55 4.85 6.96 
Total 51.59 56.65 60.96 74.07 88.30 
Percentage of 
assistance to revenue 
raised by State 14 14 12 15 14 
Pe~centage of 
assistance to revenue 
exoenditure 2 2 2 2 2 

Financial assistance to local bodies, etc. increased from Rs 51 . 59 crore in 

1993-94 to Rs 88.30 crore in 1997-98. Educational Institutions and Urban Development 

Authorities were the major beneficiaries whose share increased from Rs 42.29 crore in 

1993-94 to Rs 75 .15 crore in 1997-98, indicating an increase of 78 per cent. During the 

period from 1993-94 to 1997-98 the asSist~ce to local bodies and otr.ers, constituted 12 
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to 15 per cent of the total revenue raised by the State and 2 per cent of the revenue 

expenditure. 

Where grants are sanctioned for specific purposes, the sanctioning 

authorities are required under the Fin~cial Rules of the Government to furnish to the 

Accountant General, not later than 18 months from the date of sanction of grants, 

certificates that the grant had been utilised for the purpose for which these had been paid. 

In respect of grants paid up to 1996-97, 7063 certificates for ·an amount of~ 523 .44 
•. 

crore had not been received as of September 1. 998. Action ~was required to be taken for 

streamlining the procedure for watching th~ timely receipt of Utilisation certificates and 

regulating the further release of grants after satisfactory utilisation of grants given earlier. 

lA.3 Loans and advances by the State Government 

The State Government advances loans to Government companies, 

corporations, autonomous bodies, co-operatives, non-Governmental institutions, etc. for 

developmental/non-developmental activities. The position of such loans for the last five 

years ending 1997-98 was as under: 

(Rupees in crore ) 
P~: :-. :' I 

"~~r~' :~~ 1993-94. . 1994-95 n ·::t~'=' ·· ~ ,f~~)'7-. 1997-93 - ' 

Ooenin2 balance 
' 

196.88 223.67 258.26 300.52 347.96 
Amount advanced during 
the year for: 29.15 36.91 45.01 50.79 67.22 
(i) Industries and minerals 

11.07 15.17 23.60 22.26 38.25 
(ii) Transport 14.75 14.61 16.14 20.53 20.19 
(iii) Loans U> Government 
servants 1.53 4.56 3.67 5.97 7.83 ., 
(iv) Others 1.80 2.57 1.60 2.03 0.95 
Amount repaid during the 
year bv: 2.36 2.32 2.75 3.3~ 3.82 
(i) Govemmeot servants 1.88 2.06 2.29 2 .60 3.17 
(ti)lndustries and Minerals 

0.05 0.08 0.11 0.02 -
(iii)Others 0.43 0.18 0.35 0.73 0.65 
Cloein2 balance 223.67 258.26 300.52 347.96 411.36 
Netout20 26.79 34.59 42.26 47.44 63.40 
Interest receiwcl and 
credited U> rewnue 0.79 0.46 0.28 0.22 0.51 
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Though the closing balance of outstanding loans and advances by the State 

Government ·at the end of each year from 1993-94 to 1997-98 increased from Rs 223.67 

crore to Rs 411 .36 crore, interest receipts steadily declined from Rs 79 lakh to Rs 22 lakh 

up to 1996-97 which increased to Rs 51 lakh during 1997-98. 

The major portion of loans advanced by the ~ State Government was 

consumed by Transport and Industries and Mineral Sectors which received 81 per cent 

to 89 per cent of such loans between the years 1993-94 and 1997-98. 

1.5 Capital expend,iture of the State Government 

~sets are created mostly out of capital expenditure. In addition, financial 

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

Public Sector Undertakings and Corporations) and loans and advances. The trend of 

capital expenditure over the five years from 1993-94 to 1997-98 was as under: 

(Rupees in crore'• 
Year Budget estimates Capital Percentage increa8e As · 

(original and . expenditure f+i)f decrease (-) over percenlage· 
suoolementarv) . during the year previous year· 

. 
· of GSDP 

1993-94 694.59 525.10 (+)51 11.46 
1994-95 806.91 663. 17 (+)26 11 .96 . 
1995-96 684.54 729.42 (+) 10 10.79 
1996-97 1266.3 5 1000.11 (+) 37 13.71 
1997-98 1347.37 889.47 (-) n 10.63 

While the capit~ experiditiJre incr~ased steadily from Rs 525.10 crore to 
\ 

Rs 1000. i 1 crore during the years from 1993-94 to 1996-97 (increase: 90 per cent), it 

declined to ·Rs 889.47 crore in 1997-98 indicating a decrease of 11 per cent over the 

previol!s year. As percentage of GSDP, it was the lowest at 10.63 per cent during the 

period 1993-98. 

The budget estimates of the capital expenditure were framed unrealistically 

· as the actual expenditure consistently fell short of the budget estimates (original and 

supplementary) during the 5 years period 1993-98 except for 1995-96 during which the 
' 

expenditure exceeded the budget estimates by 7 per cent. 
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1050 

1000 
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Decrease in Capital expenditure 
(Rupees in crore) 

889.47 

900 ~~~~~~~~~==J 850 

800~ "'--------..-~=~-
1996-97 1997-98 

1.5.1 Investments and returns 

The details of investment by Government in Statutory corporations, 

Government companies, Joint Stock companies, Co-operative Banks and Societies and 

bodies alongwith dividendsf mterest received during the five years ending 1997-98 were as 

unc"ler: 

(Rupees in crore) 
·· 1993_9_4 ' J.994-95 199~-96 .. 1996-~7 1997-98 c. 

Total investment of 244.22 259.67 272.25 287.47 324.76 
the State at the end 
of the year 
Share of dividend/ I 0.11 Nil Nil Nil Nil 
interest received 
during the year 
Percentage of 0.05 .. - - - Nil 
dividend to 
investment 

There was a steady increase in the total investment made by the State 

Government from Rs 244.22 crore in 1993-94 to Rs 324.76 crore in 1997-98. While 

negligible ~10unts were received as dividend during 1993-94, no dividend was received in 
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subsequent years despite increase of 25 per•';cent in the investments by the Government 

during period 1994-98. 

In case of 13 loss-making companies in which Government had invested 

Rs 124. 62 crore up to 1997-98 as share capital, the accumulated losses amounted to 

Rs 57.24 crore (as per their latest available accounts). In three of the Government 

companies, the accumulated losses were, however, more than the investment as per details 

given below : 

S.No. 

1 

2 

3 

._ Name of the 
CQlllPMY 

Tawi Scooters 
Limited 
Himalayan Wool 
Combers Limited 
Jammu and 
Kashmir State 
Horticultural 
Produce Marketing 
and Processing 

Inve!.tment up to 1997~8 _. . · ~ · 

0.80 

1.37 

6.00 

(Rupees in crore) 
Accumulated Loss · 

Amowit Up to 
l.04 1989-90 

7.08 1996-97 

20.45 1989-90 

Corporation Limited 
'--~---'~~~~~~~~~~~~~~~~~~~~~~_..~~~~-~ 

·" Though the investment m State Co-operative Banks and Societies 

increased from Rs 13.71 crore in 1993-94 to Rs 17.34 crore in 1997-98 which constituted 

an increase of 26 per cent , no dividend was paid by these 'institutions after 1993-94 . 

1.6 Total expenditure of the State Government 

The trend of total expenditure of the State Government during the last five 

years was as under: 

(Rupees in crore1 
Year Revenue Capital Loans Total As percentage of 

'GSD.J:l 
1993-94 2121.54 525 .10 29.15 2675.79 58 
1994-95 2526.35 663 .17 36.91 3226.43 58 
1995-96 2814.96 729.42 45 .01 3589.39 53 
1996-97 3128.93 1000.11 50.79 4179.83 57 
1997-98 4190.52 889.47 67.22 5147.21 6 1 
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Increase in total expenditllre 
{Rlq¥a U. aore) \ 

5147.21 

IOOO 

2000 

1000 

0 
1193-14 1997-11 

The total expenditure of the State Government increased from Rs 4179. 83 

crore in 1996-97 to Rs 5147.21 crore in 1997-98 which constituted an increase of 23 per 

cent over the previous year. As percentage of GSDP, it ranged between 53 and 61 per 

cent between 1993-94 and 1997-98. 

The revenue expenditure increased from Rs 3128.93 crore in 1996-97 to 

Rs 4190.52 crore in 1997-98. However, its shar.e in total expenditure increased from 75 

per cent in 1996-97 to 81 per cent in .1997-98. 

1.6.1 Trend analysis of sedoral expenditure 

In the Government accounts, the transactions are accounted for under 

various heads, which in tum are grouped into sectors. The expenditure heads are grouped 

mfo General ~ervices, Social Services and Economic Services. Specific functions or 

services are grouped in a sector e.g. Education, Sports, Art and Culture, Health and 

Family Welfare, Water Supply and Sanitation, Housing and Urban Development, etc. are 

grouped under Social Services. Similarly, Agriculture, Rural Development, Irrigation and 

Flood Contro~ Energy, Industry and Minerals, Transport, Communication, Science 

Technology and Environment, Tourism, Civil Supplies, etc . . are included in the Economic 

30 



,. 

Chapter-I Accounts of the Government 

Services. The General Services on the other hand include expenditure on organs of State, 

collection of taxes on commodities and services, fiscal services~ interest payments, 

administrative services and pensions. The sectoral expenditure, therefore, broadly indicates 

expenditure on the group of specific functions and services. 

The sector-wise trend of expenditure is revealed in the analysis contained in 

the succeeding paragraph. 

<Rupees in crore) 
Sector 1993-94_ 1994-9.!§ -- . 199S-96 . 1996-97 .. ,,,-.. ,. 
Genenl Services 

m.92 1084.53 1028.23 1018.91 1763.70 
As percent.age of total 
exoenditure 29 34 29 24 34 
As percentage of 
GSDP 17 20 15 14 21 

,Social Services 788.59 ' 887.11 98270 1172.27 1285.23 
As percentage of total 
expenditure 

29 27 27 .28 25 
As percentage of 
GSDP 17 16 15 16 15 
Economic Services 

1114.28 1254.79 1578.46 1988.65 2098.28 
As percentage of total 
expenditure 

42 39 44 48 41 
As percentage of 
GSDP 24 23 i3 27 25 

35 29 

:J) 28 
25 27 

(Peroertage 20 
slwetotdal 26 
expendiUe) 15 

25 10 

5 24 

0 23 
!n-94 ~ 95.96 ~ 97~ 93-94 

\ 
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Decrease in expenditure on Economic services 

50 

40 

Percentage 30 
share to 

total expenditure 20 

10 

0 . 
1993-M 1994-95 1995-96 1996-97 1997-98 

Expenditure on General Services increased from Rs. 772.92 crore in 1993-

94 t Rs 1763.70 crore in 1997-98 which constituted an increase of 128 per cent, whereas 

the increase in respect of Social Services was 63 p er cent during the corresponding 

period. Expenditure on Economic Services increased by 88 per cent over the same 

period. As a proportion of total expenditure, the share of General Services varied between 

24 and 34 per cent during 1993-94 to 1997-98. The share of Social Services to total 

expenditure decreased from 29 per cent in 1993-94 to 25 per cent in 1997-98. 

1.7 Revenue surplus 

The trend of revenue surplus for the last five years was as under: 
· (Rupees in crore) 

~-

Year t ; ... .. Revenue surplus As percentage of GSDP 
1993-94 57.58 1.26 

~ 

1994-95 561.97 10. 13 . 
1995-96 504.55 7.46 
1996-97 94.47 J. 1.30 
1997-98 451.27 5.39 

The revenue surplu.s during the years 1993-94 to 1997-98 was mainly due 

to receipt of more grants-in-aid from the C~ntral Government due to change of pattern of 

Central assistance for State Plan schemes from 30 per cent grant-in-aid and· 70 per cent 

loan to 90 per cent grants-in-aid and 10 per cent loan from 1990-91. Revenue surplus as 

percentage of GSDP ranged between 1.26 per cent and 10.13 per cent during 1993-94 to 

1997-98. 
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1.8 Fiscal deficit 

The fiscal deficit is the excess of revenue and capital expenditure (including 

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

non-debt capital receipts. Since the excess of expenditure over revenues would have to be 

covered by borrowings, fiscal deficit can be said to be the same as net borrowings by the 

Government. If this is positive, there will be equivalent addition to Public debt. 

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

Year 
.1993-94 

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

0 100 200 

Fiscal deficit 
494.31 
135.79 
267.13 
953.08 
501.60 

Tr end of Fis c al Defi cit 
(Rupees in c rore) 

300 400 soo 1100 

(R upees m crore 
As percentage of GSDP 

10.79 
2.45 
3.95 

13.07 
5.99 

700 100 800 1 000 

) 

It would be seen from the table above that the fiscal deficit of the State 

ranged between Rs 135.79 crore to Rs 953 .08 crore during the period 1993-98. The 

deficit during 1997-98 declined by 4 7 per cent over the preceding year due to increase in 

revenue receipts ( 44 per cent) and decline in capital expenditure ( 11 per cent) during the 

year. 
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1.9 Public debt 

Public debt comprises of internal debt and loans and advances from Central 

Government. It has vital links with all aspects of public finance, taxation and expenditure 

policies, budget surplus and deficits, development expenditure and economic growth. 

1.9.1 Internal debt 

The trend of internal debt for the last five years was as under: 

Year 

1) 
1993-94 
1994-95 
I 995-96 
1996-97 
1997-98 

Additions Debt servicing 
during the 

ear Princi al Interest 
2) 3 4 

1894.12 1857.80 105 .75 
195 1.59 1996.74 155.07 
2863 .63 2746.73 11 5.77 
3519.52 3356.26 11 5.74 
4000.82 3611.54 156.80 

Steep rise in int e rnal d e bt raise d 

( 500 

(000 

350 0 

3000 

2500 

20 00 

1 s 0 0 
1 0 0 0 

500 

( R up e es in c r o r e) 

199 7 -9. 

Ru 

Total 
5 

1963 .55 
2 151.8 1 
2862.50 
3472.00 
3768.34 

ees in crore) 
Percentage 
of column 5 

to 2 
6 

104 
110 
100 
99 
94 

-. 

It would be observed from the above table that there was a quantum jump 

in internal debt raised by the State. It increased from Rs 1894.12 crore in 1993-94 to 

Rs 4000. 82 crore in 1997-98, which constituted an increase of 111 per cent over the five 

year period. It would also be observed that net inflow of loan was mostly utilised for 

servicing of debt alone. 
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1.9.2 Other internal liabilities 

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

State, there are Small Savings, Provident Funds, Reserve Funds and Deposits which are 

kept in Public Account. The balances of Public Account are carried forward annually. 

These amounts add substantially to the liability of the Government. 

The trend of these liabilities for the last five years was as under: 

(Rupees in crore) 

Year Additions Repayment~ Percentage 
during the of column 5 

year Principal Interest Total to 2 
(1) (2) (3) (4) " (5) (6) 

1993-94 345 .00 216.00 62.34 278.34 81 
1994-95 432.19 303 .35 73.46 376.81 87 

-
1995-96 372.11 329.13 0.12 329.25 88 
1996-97 527.25 409.56 94.58 504.14 96 
1997-98 659.06 534.52 90.42 624.94 95 

It would be seen from the above table that the net inflow of funds 

decreased from 19 per cent · in 1993-94 to 5 per cent in 1997-98. 

1.9.3 Loans and Advances from Central Gove~men.t 

The trend of loans and advan~es from the Government of India for the last 

five years was as under: 

Ye~ / Additicms . 
~urijis we· -t---~_......~..,.....""---""""---.--'--r----,---""""""-1 

ear 
1993-94 231 .90 121.36 
1994-95 274.90 268.83 400.35 
1995-96 219.33 152.50 251.04 403 .54 
1996-97 447.76 3.56 0.65 4.21 
1997-98 514.29 311.81 567.92 879.73 

Includes figures of 19%-97 adjusted in 1997-98 
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1.9.4 Guarantees given by the Government 

Under Article 293 of the Constitution of India, the State Government may 

give guarantees within such limits, if any, as may be fixed by the State Legislature by law . 

. No law prescribing the limit had so far been enacted. The position regarding the amount of 

guarantees given by the Government for repayment of loans, payment of interest thereon 

and sums outstanding at the end of each year from 1993-94 to 1997-98 was as under: 

(Rupees in crore' 
Position ending . ; 

Maximum amount guaranteed Amount outstanding 
March (Principal onlv) Principal Interest 
1994 570.35 474.08 6.22 
1995 718.14 238.28 36.82 
1996 747.79 537.13 61.93 
1997 742.76 501.66 80.98 
1998 855.55 506.14 96.04 

The above table would reveal that outstanding guarantees of the State 

Government including interest thereon increased from Rs 480.30 crore in 1993-94 to 

Rs 602.18 crore in 1997-98 which ccnstituted an increase of 25 per cent . 

In consideration of guarantees given by the State Government, guarantee 

fee at the rate of 0.25 per ceJlt of the amount guaqtnteed was payable by the G.overnment 

companies and Statutory corporations, etc.' Guarantee fee of Rs 1.92 crore on Rs ~66. 52 

crore (principal) was due to the Government from these institutions but no fee had been 

received by the Government as of November 1998. No action had been taken by the State 

Government to recover the guarantee fee. 

1.9.5. Total indebtedness of the State 

The total indebted~ess of the State (excluding other obligations) for the last 

five years was as under: 
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(R ) Jees m crore U) 

Year Internal Loans and advances Small Savings, Total As per-
debt from Central Provident centage of 

Government Funds, etc. GSDP 
1993-94 1030.70 2511.51 615.71 4157.92 9 1 
1994-95 985.55 2517.58 721 .99 4225.12 76 
1995-96 1102.44 2584.41 748.51 4435.36 66 
1996-97 1265.70 3028.61 847.51 5141.82 71 
1997-98 1654.98 3231.09 971.41 5857.48 70 

The total indebtedness of the State increased from Rs 415 7. 92 crore in 

1993-94 to Rs 5857.48 crore in 1997-98 which constituted an increase of 41 per cent. As 

percentage ofGSDP, it ranged between 66 and 91 per cent during 1993-94 to 1997-98. 

1.9.5.l Ways and means/temporary advances 

The State Government obtains temporary loans from Jammu and Kashmir 

Bank Limited for its ways and means requirements. The maxi~um limit up to which 

temporary loans can be obtained at any time, as approved by •he Government of India is 

Rs 3 crore. Interest at 16 per cent was charged on temporary loans up to Rs. 5. 50 crore 

and beyond that at 20.75 per cent_ during 1997-98. • 

The position of temporary loans taken by the State Government and 

interest paid thereon during the period from 1993-94 to 1997-98 was as under:. 

(Rupees in crore) 
Year Temponuy loans/ overdrafts Interest paid 

Taken during the Outstanding at the 
year end of the year 

1993-94 1835.91 714.31 88.74 
1994-95 1887.84 608.52 

. 
104.29 

1995-96 2737.94 608.01 74.39 
1996-97 3454.74 750.11 90.65 
1997-98 3861.84 1003.72 117.48 

The total temporary loans obtained had increased from Rs 1835.91 crore in 

1993-94 to Rs 3861.84 crore in 1997-98 constituting an increase of 110 per cent. 
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During 1997-98 temporary loans obtained by the State Government were 

outstanding on all the days of the year. The maximum temporary loan obtained on any one 

day was Rs 944. 92 crore. 

1.10 Financial results of major projects 

At the end of March 1998 there were six major revenue earning irrigation 

projects in Jammu and Kashmir. The financial results for five years 1993-98 were as 

under: 

(R upees m crore 
Y..:ar Capital D irect and indirect charges Revenue Loss Percentage of 

outlay at realised loss to direct 
the end and indirect 

charges 
of the year Interest Working Total 

charged on expenses 
capital 

1993-94 32.45 0.86 1.53 2.39 0.09 2.30 96 
1994-95 J9.87 J.01 1.66 2.67 0.08 2.59 97 
1995-96 49.97 1.21 1.63 2.84 0.05 2.79 98 
1996-97 58.29 1.38 1.91 3.29 0.04 3.25 99 
1997-98 66.07 - 1.86 1.86 0.09 1.77 95 
Total: 4.46 8.59 13.05 0.35 12.70 

The financial results of these irrigation projects having total capital outlay 

of Rs 66.07 crore at the end of 1997-98 showed that the revenue realised from these 

projects during 1997-98 aggregated only Rs 9 lakh. After meeting the working expenses 

(Rs 1.86 crore) the projects suffered a loss ofRs.1.77 crore during 1997-98. 

While direct and indirect charges on these projects registered a steady 

increase( except during 1997-98), revenue realisation ranged between Rs 4 lakh and Rs 9 

lakh during 1993-94 to 1997-98 leading to mounting losses year after year which ranged 

between 95 and 99 per cent of the direct and indirect charges. The revenue realised 

during 1993-98 (Rs 35 lakh) was not sufficient even to cover the working expenses of 

Rs 8 59 crore of these projects. 

. 
• 
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1.11 Recoveries in arrears 

Out of loans advanced to various bodies, etc. the detailed accounts of 

which are kept in the office of the Accountant General, recovery of Rs 35.12 crore 

(principal: Rs 30.19 crore; interest: Rs 4.93 crore) was in arrears as on 31 March 1998. 

Out of this, Rs 24.66 crore (principal: Rs 22.84 crore; interest: Rs 1.82 crore) related to 

Government servants and Rs 10.46 crore (principal: Rs 7.35 crore; interest: Rs 3 .11 

crore) to local bodies and municipalities. Recoveries of Rs 14.33 crore (principal) were in 

arrears for 5 years or more. 

In respect of loans, the detailed accounts of which are maintained by the 

departmental officers, Rs 369.05 crore were outstanding as of 31 March 1998. 

Information regarding arrear,s in recovery of principal and interest was not furnished by 

any of the controlling officers despite reminders. 

39 



Chapter-II Budgetary Control 

Appropriation Audit and Control over expenditure 

2.1 Introduction 

In accordance with the provisions of Section 81 of the Constitution of 

Jammu and Kashmir, soon after the grants under Sections 79 and 80 are made by the State 

Legislature, an Appropriation Bill is intt:oduced to provide for appropriation out of the 

Consolidated Fund of the State. The Appropriation Act passed by the State Legislature 

contains authority to appropriate sums of money from the Consolidated Fund of the State 

for the specified services. Subsequently, supplementary or additional grants can also be 

sanctioned by subsequent Appropriation Acts in terms of Section 82 of the Constitution of 

the Jammu and Kashmir. 

The Appropriation Accounts indicate the expenditure which has been voted 

by the Legislature on various grants and also the expenditure which is. required to be 

charged on the Consolidated Fund of the State. The Appropriation Accounts are prepared 

every year indicating the details of amounts on various specified .services actually spent by 

Government vis-a-vis those authorised by the Appropriation Acts. 

The objective of Appropriation Audit is to ascertain whether the 

expenditure actually incurred under various grants is within the authorisation given under 

·the Appropriation Acts and that the expenditure r~uired to be c~arged under the 

provisions of the Constitution is_ so charged. It also ascertains whether the expenditure so 

.incurred is in conformity ~th the law, relevant rules, regulations .~d instructions. 

This chapter contains observations on the Audit, conducted in respect of 

. Appropriation Accounts prepared by the Accountant General (Accounts and Entitlement) 

for the year 1997-98. 

Summary of Appropriation Accounts 

The summarised position of actual expenditure during the year ended 31 

March 1998 compared with the sums authorised in the Appropriation Acts, was as under: 
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(Rupees in crore) 
Nature of ' Original grant/ ." Supplementary , Total 

-
. Actual Savings(~)/ · 

expenditure appropriatioo grant/ - ~xpenditure Excess(+) 
approoriation 

I-Revenue 
Voted 3100.35 438.93 3539.28 3432.84 (-) 106.44 

Charged 545.45 53.87 599.32 821.22 (+) 221.90 

II-Capital 
Voted 1680.22 296.60 1976.82 1299.98 (-) 676.84 

ID-Public Debt 
Charged 227.57 - 227.57 3923.35 (+) 3695.78 

IV-Loans and 
Advances 
Voted " 27. 10 3.40 30.50 67.22 (+) 36.72 

Total 5580.69 792.80 6373.49 9544.61 (+) 3171.12 

(Note: In a demand, grants are voted and appropriations are charged) 

The original provision for the year 1997-98 (Rs 5580.69 crore) was 17 

per cent more than that for the year 1996-97 (Rs 4780.49 crore). The supplementary 

grants and appropriations obtained ~uring the year 1997-98 were 14 per cent of the 

original grants and appropriations as against 12 per cent during the year 1996-97. 

Grant/Appropriation and Expenditure 
(Rupees in crore) 

i-.-.----· 
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The overall excess of~ 3171. 12 crore was due to net effect of savings of 

Rs 746.56 crore in Revenue-Voted and Capital-Voted (including loans and advances) and 

excess of Rs 3917.68 crore under ~evenue-Charged and Public Debt-Charged. The 

expenditure under Public Debt-Charged was mainly due to clearance of overdraft obtained 

by the Government fr.om Jammu and Kashmir Bank for its ways and means requirements. 

The saving of Rs 746.56 crore was 101 per cent of supplementary grant of~ 738.93 ·. 
crore and 13 per cenJ of the total provisi,on of Rs 5546.60 crore fur Revenue-Voted and 

Capital~ Voted. 

2.2.1 Results of Appropriation Audit 

The overall excess of Rs 3171 . 12 crore was the net result of excess in 

20 cases and savings in 39 cases as shown below; 

"316.01 209.57 61.39 (-) 106.44 (-)640.U 
(13) (14) (4) 
0.57 222.47 3695.78 (+)221.90 (+)3695.78 
(4) (1) (I) 

ODS 

2.l.2 Unutilised Funds 

According to Ruie 2.33 of the Jammu and Kashmir Financial Code Vol. I, 

funds should not be drawn from the treaswy unless required for immediate disbursement. 

financial rules provide that all unspent appropriations lapse at the close of financial' year 

and forbid drawal of funds from the treasuries with a view to avoiding lapse of budget 

grant and placing such moneys in deposits in the Public Account or with a Bank. 

Test-check of records revealed that funds aggregating Rs 7.21 crore were · 

drawn in 41 cases by the drawing and disbursing officers in March 1998 and placed in 

deposits/Bank or advanced to different agencies to avoid their lapsing. The expenditure 

shown in the appropriation accounts was, thus, overstated to the extent of Rs 7 .21 crore 

as discussed below:· 

42 



Chapter-II Budgetary Control 

(i) With a view to providing additional class rooms and laboratory facilities to 

existing colleges, the State Education Departm~nt released Rs 20 lakh in September 1997 

for construction of 4 additional class rooms and 2 laboratories in Degree College, Kathua 

through Public Works Department. The amount was drawn by Principal Degree College 

Kathua in February 1998 and placed at the disposal of Managing Director, Jammu and 

Kashmir. Projects Construction Corporation Limited (JKPCC), as the executing agency 

had been changed from PWD. to JKPCC. Test-check revealed that Executive Engineer, 

Roads and Buil~ings Division, Kathua also withdrew (M<µ-ch 1998) an amount of Rs 20 

lakh, unauthorisedly and transferred it to JKP,CC for the same work. 

(ii) As per instructions of the Government, civil works costing Rs 15 lakh or 

·more are to be executed by Jammu and Kashmir Projects Construction Corporation 

Limited, funds for which are to be released to the Company in a phased manner and 

amount equal to 25 per cent of the total estimated cost is to be released at the time of 

issue of letter of intent. Further releases are to be made on production of utilisation 

certificates of the previous advance . . The instructions, further, prohibit transfer of funds at 

the close of the financial year with the purpose of avoiding lapse of budget grant. 

In disregard of these instructions, Executive Engineer, Roads and Buildings 

Division, Qazigund released an amount of Rs 10 lakh in March 1998 to JKPCC for , 
construction of a fire station at .-Qazigund in · anticipation · ·of administrative 

approval/technical sanction and acquisition ·of land. The work had not been started as of 

September ,1998. 

(iii) Director Animal Husbandry Department, Kashmir ~'hdrew an amount ·of 

Rs 8 lakh on 31 March 1998 and advanced it to Agro Industries Development 

Corporation in July 1998 for purchase of cattle feed. The supplies had not been received 

by the Department as of September 1998. Obviously, there was no immediate need of · 

drawal of the amoum for purchase of the ~ttle feed. 

(iv) An amount of Rs 90. 79 lakh was drawn in March 1998 by six District 

Horticulture Officers of Kashmir Division on account of 50 per .cent subsidy for 
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establishment of polygreen houses · under a Centrally spqnsored scheme. The amounts 

were credited to bank accounts of the respective drawing and disbursing officers evidently 

to avoid lapsing of budget grant. Details of the utilisation of the amount were awaited 

(October 1998). 

(v) Audit scrutiny of the accounts of 32• divisions revealed that amounts 
I 

aggregating Rs 5. 92 crore were drawn by these divisions in March 1998 by debit to final 

heads of account and kept in Public Works Deposits. Drawal of the amount at the fag end 

of the financial year and its transfer to the Deposit account, merely to avoid lapsing of 

budget grants, was ir;regular and in violation of the financ.ial rules. 

2.3 Charged and Voted expenditure 

The details of expenditure actually incurred against a~proved demands 

(grants and appropriations) of the State Government for the years 1993-94 to 1997-98 

were as under: 

u ees m crore 
Authorisation 

Year Voted Charged · Total. Pereentage Voted Percen e 
Voted Cbarged Voled Otar-

1993-94 2796.36 792.90 3589.26 78 22 2498.62 2380.78 4879.40 51 49 
1994-95 3389.32 989,91 4379.23 77 23 2834.18 2898.69 5732.87 49 51 
1995-% 400lt59 676.47 4685.06 86 14 3501.27 3270.34 6771 6l 52 48 

. 1996-97 4591.93 7~7-26 5359.19 86 14 4324 .45 1576.~5 7900.70 55 45 
! 1 997-9~ 5546.61 826.88 6373.49 87 13 4800.04 -174-l 5.., 9544 61 <:Q 

• Roads and Buildings Divisions'. 18; Public Health Engineering Divisions: 6; Irrigation Divisions: 4;. 
Mechanical Department; Ulban Engineering and Environment Departmi'nt; Electric MaintP.nance 
Division Srinagar and Tawi Bridge-cum-Medical College Division, Jammu. 
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Only 112 of the budgetary expenditure voted by the 
Legislature 

(Rupees in crore) 

4744.57 

lmvoted •Charg~ 

Budgetary Control 

It would be . seen that the charged expenditure which was mainly on 

account of interest paym~nts as well as repayment of debt obligations, ranged between 45 

and 51 per cent during 1993-94 to 1997-98. It may be mentioned that the expenditure 

charged on the Consolidated Fund of the State which is not subject to vote of the State 

Legislature, was one-half of the total expenditure of the State during 1997-98. 

2.3.1 Excess expenditure over various grants/appropriations 

According to the provisions of the fin_ancial rules, no expenditure should be 

incurred which might have the effect of exceeding the 'total grant or appropriation 

authorised by the State Legislature bv law for a financial year even after obtaining 

supplementar}r grant or an advance from the -Contin~ency Fund. It was, however, 

observed that in the Revenue section there was an excess of Rs 432.04 crore over the 

authorised sums in 14 grants and one appropriation. Excess in Capital section amounted to . . , 
Rs 3757.17 crore in 4 grants and one appropriation. The position of 12 grants where 

excess was more than rupees one crore and in excess of 10 per cent of the total 

appropriation/grant was as under: 
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u ees m crore 
S.No Name of Grant · TotalgranV Actual Amoluitof Contributory factors for the 

appropriation expenditure excess excess. 
r.cent 

1. Revenue Voted 

1. I-General 56.08 66.18 10.10 Increase in expenditure oh 
Administration (18) Direction and Administration. 

2. 2-Home Department 460.75 515.70 54.95 Increase in expenditure on 
( 12) Direction and Administration.! 

3. 8-Finance 191.63 '222.34 30.71 Increase in expenditure on 
Department ( 16) Direction and Administration, 

payment of pension and other 
retirement benefits. 

4. 12-Agriculture Rural 146.43 189.49 43.06 Increase in expenditure on 
Development & (29) Direction and Administration, 
Cooperative establishment of polygreen 
Department houses and implementation of 

special programmes for Rural 
Development. 

5. 18-Social Welfare 57.72 67.56 9.84 Increase in expenditure on 
Department ( 17) Direction and Administration, 

establishment of Markaz 
Bahboodi . Khwateen, Miskeen 
Bagh, Srinagar and 
expenditure on welfare of 
Other Backward Classes. 

6. 24-Estates Hospitality 3.87 13.43 9.56 Increase in expenditure on 
and Protocol (247) salaries, travel expenses 

telephones, uniforms and 
office expenses 

7. 27-Higher Education 67.99 81.46 13.47 Increase in expenditure on 
(20) Direction and Administration 

and additional assistance lo .. 
universities · for non-technical 
education and to Academy of 
Art, CUiture and-Languages. 

II-Revftllle(ChaJ'ICd) 

I. 8-Finance 592.67 815. 14 222.47 Excess expenditure on 
Department (38) payment of interest on internal 

debt, Joans and advances from 
GOI and on insurance and 
pension funds. 

ill-CapitaJ voted 
1. 16-Public Works Increase in expenditure on 

Department 215.78 258.83 43.05 Direction and Administration 
(20) and additional expenditure on 

works. 
2. 23-Public Health Increase in expenditure on 

Deparonent 98.86 111.96 13.10 Direction and Administration, 
(13) purchase of machinery and 

equipment and Urban Water 
Supply. 

3. 26-Fisheries Increase in expenditure on 
~ent 3.15 4.53 1.38 construction of buildings etc. 

(44) and office expenses. 
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I. 

N-Public Debt 
charged 
8-Finance 
Department 227.57 3923.35 

Budgetary Control 

Repayment of loans clearance 
3695.78 of overdrafts from BanJcs. 

1624 

It is noteworthy that in case of 16 grants and one appropriation there was 

excess expenditure of Rs 489.58 crore despite obtairiing supplementary grants of 

Rs 368.02 crore. This reflected the failure of the departments not only to assess the 

requirement of additional funds even at the fag end of the year but also inadequacy of the 

system monitoring the trend of expenditure under various heads of account. 

The excess expenditure of Rs 4189.21 crore over the provisions requires 

regularisation under Section 82 of the Constitution of Jammu and Kashmir. 

2.3.2 Savings under various grants/appropriations 

Savings in a grant or appropriation, indicate that the expenditure could not 

be incurred as estimated and planned and point to poor budgeting or shortfall in . 
performance depending upon the circumstances under and the purpose for which the 

original grant or appropriation was provided. 

In 17 cases, relating to 12 grants and 2 appropriations (Appendix..J), 

supplementary provisions of Rs 249.63 crore were obtained in anticipation of higher 

expenditure. However, the final expenditure of Rs 100 I. 47 crore was even less than the 

original grant of Rs 1260.68 crore. The savings of Rs 508.84 crore thus, exceeded the 

entire supplementary provision amounting to Rs 249.63 crore indicating unnecessary 

allotment of additional funds in these cases. 

In 9 other cases, relating to 7 grants and one appropriation, supplementary 

grants aggregating Rs 174.88 crore were obtained against the requirement of Rs 42.25 

crore resulting in saving of Rs 132.63 crore (Appendix-2). 

Apart from these cases, savings in 11 grants exceeded 20 per cent of the 

budget provision and were more than Rs 50 lakh in each case as detailed below: 
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{RuEees in crore 2 
S. Grant number . Amount of grant/ Expenditure ~ving 
No a92ro~riation (Percentage) 

Capital (voted) 
l. I-General 4.62 1.27 3.35 

Administration (73) 

2. 2-Home Department 15.68 15.68 
(100) ,. 

3. 4-Irrigation 0.85 0.15 0.70 
Department (82) 

4. 6-Power Development 341.84 265.94 75.90 
Department (22) 

• 
5. 12-Agriculture and 78.56 56.02 22.54 

Rural De\·elopment (29) 
Department 

• 
6. 13-Animal Husbandry 11.41 2.65 8.76 

Deparunent (77) 

7. 15-Food, Supplies and 570.67 392.54 178. ·13 
Transport Department (31) 

8. 17-Health and Medical 34.30 23.79 10.51 
EdUcat.ion Department (31) 

9. 21-Forest Department 29.47 9.04 20.43 
(69) .. 

10. 22-Irrigation and 63 .20 37.63 25.57 
Flood Control (40) 
Department 

11. 25-Labour, Stationery 13.27 0.53 12.74 
and Printing (96) 
Department 

2.3.3 Unutilised provJsion and surrender thereof 

Rules require that all savings should be surrendered as soon as the 

possibility of savings is foreseen from the trend of expenditure. Savings should also not be 

held in reserve for possible future excess. 
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In the accounts for the year 1997-98, it was noticed that against final 

savings of Rs 1018.09 crore relating to 25 grants and 4 appropriations no ~ount was 

surrendered during the year though the savings in 24 grants had exceeded more than 

Rs one crore in each case. Non-surrender of funds deprived the Government ~f the 

opportunity to transfer these funds to other n~dy sectors. 

2.3.4 Recoveries as reduction of expenditure 

The demands for grants and appropriations, presented to the Legislature 

are framed for gross ainount of ex~enditure without tiling into account the recoveries 

arising fi-om the use of stores procured in the past or transfer of expenditure to other 

concerning departments. T~ese anti~pated recoveries and credits are separately shown in 

budget estimates and actuals adjusted in the accounts as reduction of expenditure. 

Appropriation Audit, however, is done by comparing gross expenditure with gross amount 

of grant. 

In the Revenue section against the estimated recoveries of Rs 587.34 

crore, actual recoveries were Rs 63.54 crore only. Similarly, in the Capital section; against 

the estimated recoveries of Rs 538.59 crore, actual recoveries were Rs 410.51 crore. The . 
shortfall occurred mainly under Grants No. 6-Power Development Department (Rs 502.32 . 
crore); 5-Ladakh Affairs Development Department (Rs 3:55 crore), 15- Food, Supplies 

and Transport Department (Rs 15.91 crore) and 16-Publ\c Works Department" (Rs 2.28 

crore) in Revenue Section and Grants No. 12-Agriculture Rural Development and Co

op~rative Department (Rs 6.50 crore), 15-Food Supplies and Transport Department 

(RS 173. 84 crore) and 22-Irrigation and Flood Control Department (Rs 1. OZ° crore) under 

Capital Section. Grant-wise details of deviations from the original estimates are given in 

the Appendix-2 to the Appropriation Accounts 1997-98. 

2.3.S Non-rttonciliation of departmental figures of expenditure 

Standing instructions of the Government require that expenditure booked 

by the departmental controlling officers spould be reconciled periodically with the 

expenditure figures booked by the Accountant General (Accounts and Entitlement). Such 
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reconciliation enables the ·departmental officers to exercise proper control over the 

expenditur~. As of 31 August 1998, 192 controlling officers, ouf of 233 had not 
\ 

completed the reconciliation in respect of expenditure of Rs 5043 .68 crore, which 

constituted 56 per cent of the total revehue and capital expenditure . . , 
Budgetary control 2.4 

2.4.1 Expenditure without budget provision 

Under the Budget Manual of the State, no expenditure should be.incurred, 

unless it has been provide(:J in the· budget estimates. However, during the year 1997-98 

expenditure of Rs 637.40 crore was incurred under: 39 major heads of accounts (18 

grants) without provisfon for such expenditure having been made in the budget for which 

reasons were not intimated by the concerned departments (November 1998). Expenditure 

in absence of budget provision reflects lack of control over expenditure and monitoring 

system of the concerned department/contr~lling officers. Details of cases covered under 

this category are given in Appecdix-3. 

2.4.2 U nutilised provisions 

Provision of Rs 712.45 crore under 30 major heads of account ( 16 grants) 

in the budget proved unnecessary as no expenditure was incurred there against, reasons 

for which were not intimated (November 1998). The details of such cases are given in 

Appendix-4. 

2.4.3 Lump sum Pn>vision 

For effective budgetary control and monitoring of expenditure sub/ minor/ 

detailed· head-wise break-up of the budgetary provisions under each major head is 

essential. It was, however, observed that lump sum provision of Rs 959.99 crore 

constituting 15 per cent of the total budget including supplementary grants was made 

under 59· major heads of acoount (24 grants) in the budget without mentioning 

sub/minor/detailed head-wise break-up thereof In absence of this, the exercise of 

budgetary control particularly under Education, Public Health Engineering, Health and 
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Medical Edu~ation, etc. was rendered ineffective. Reasons for making lump sum provision 

were not intimated (November 1998). 

2.4.4 Irregular/excess pension payments 

Payment of pension is made at the treasuries on the authority of Pension 

Payment Orders (PPO) issued by the Accountant General. Before making the payment, the 

treasury officer is required to satisfy himself and verify that the amount of pension payable 

is due to the pensioner and corresponds with the amount recorded in the PPO half 

available with the treasury. In ease of special pensions, no payment is ·to be made beyond 
I 

the period specified by the Accountant General except urider the conditions recorded in 

thePPO. 
' 

Test-check of_the records relating to pension payments .madi during 1997-

98 by 8 treasuries· ~d the Jammu and Kashmir Bank, Tral revealed that ~ 

irregular/excess payment of pension amounting to Rs 1.40 lakh had been made in 27 cases 

due td payment at higher rates and beyond the authorised period. Further, in 12 cases, 

double payment of pension had been made to the pensioners resulting in excess payment 

of Rs 38000. On this bemg pointed out in audit in October 1998, Rs 8000 were recove1ed 

' by the Treasury Officer, Pattan. Reply from the remaining treasuries was awaited 

(November 1998). 

• Tial, Pattan, Khansahib, Chrar-i-Sfterief, Shadinwg and additional treasuries, Lal Mandi, Tankipora 
and Khanyar. 
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Agric11lt11re Production and Rural Development Department 

3.1 Command Area Development Programme 

3~1.1 Introduction 

The Centrally sponsored Command Area Development Programme 
! 

(CADP) was launched in 1974-75 in th~ selected irrigation commands with the objective 

of ensuring efficient utilisation of created irrigati~n potential and inc~easing agricultural 

production and productivity on a sustainable basis. The objective of the programme was 

sought to be achieved by undertaking on-farm development works, enforcement of a 

proper system of Wqraband{-9 and development of ground water resources. 

During the Eighth Plan period, the Programme was implemented in 14 

.projectss spread c ver in 9 districts of the State with a total Cultivable Command Area 

(CCA) of 69000 hectares (Kashmir~ Division: 31000 hectares; Jammu Division: 38000 

hectares). Of these, .9 projects having a CCA of 53000 hectares (Kashmir Division: 16000 

hectares; Jammu Division: 37000 hectares) were implemented with Central assistance. 

3.1.2 Organisational set-up 

The 4tlplemeptation of the Programme in the Command area ~as carried 
. . 

through two Command Area Development Authorities (CADA) established in Kashmir 

and Jammu Divisions by . the Staie Government, each., under the charge of. a Director. 

Director CADA, Jammu was .assisted by . multi-disciplinary staff in the fields of 

Agriculture, Rural Development, Co-operatives and Soil Conservation while Director 

CADA, Kashmir was assisted by a Deputy Director and two Assistant Soil Conservation 

Officers. At the State level, the Programme was implemented under the over all 

supervision of Agriculture Production and Rural Development Department. 

$ 

Warabandi means System of equitable distnbution of water among farmers by tum that ensures 
effective use of water without wastage. 
Ravi, Tawi, Ranjan, Rajal, Duddar (Jammu Division); 
Marva!, Lethpom, Yusmarg-Niu Karewa, Banimulla- Zawoora, Koil, Sindh-Catchment, Lower Jeblum, 
Khrim, Brah (Kashmir Division). 
Excludes Ladakh region. 
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3.1.3 Audit coverage 

Implementation of the Programme during the period from 1991-92 to 

1997-98 was reviewed during October 1997 to January 1998 by test-check of records of 

the Agriculture Production Department, Directors of CAD authorities Kashmir and 

Jammu, Chief Agriculture Officer,' District Agriculture Officer, Project Officer Soil and 

Water Management, Deputy Registrar Co-operatives CADA Jammu and three· Assistant 

Soil Conservation Officers (Sarore, Sapwal and Dayalachak). Important points noticed are 

contained in the succeeding paragraphs: 

3.1.4 Highlights 

• Cumulative achievements of field surveys in respect of 4 projects were overstated 

• 

· .. 
by 32583 hectares (92 per cent) as of March 1998. In the test-checked offices, 

physical achievements of field sunreys were not susceptible to ¥erification, as 

muster sheets of daily wagers engaged on the survey work, neither indicated 

particulars of work done and the location of areas surveyed nor were the 

relevant survey reports made available. 

(Paragraph:3.1. 6.l(a)) 

Achievemen_ts in respect of land levelling and shaping and area covered u~der 

field channels exceeded the aggregate cultivable command area in three projects 

by llOO hectares and 1412 hectares respectively. 

(Paragraph:3.1. 6.l(b)) 

• .Subsidy of Rs 1.56 crore had been paid to beneficiaries during the period from 

1991-92 to 1997-98 on land levelling and shaping works without preparing 

estimates and maintaining inventory of works executed. 
.• 

(Paragraph: 3.1.6.2 (a)) 

• 642 pumps were installed for conjunctive use of ground water in various blocks 

of CADA Jammu during .1991-92 to 1996-97 at a cost of Rs 44.11 lakh without 

conducting surveys for identification of areas suffering from low canal supply or 
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water logging. In 165 out of 204 test-checked cases, excess subsidy of Rs 8.08 

lakh was paid on cost of pumps. 

(Paragraph:3.l.6.2 (d)) 

• Cash subsidy of Rs 3. 79 crore and Rs 81.08 lakh was paid to the beneficiaries 

during the period from 1991-92 te 1997-98 for various on-farm development 

works in disregard of approved pattern of assistance and without identifying 

them according .to the laid own guidelines. 

(Paragraph :3.1.6.3) 

• Percentage utilisati~n of irrigation potential created ranged between 48 and 82 

during the years from 1991-92 to 1997-98 reportedly due to meagre allocation of 

funds for on-farm development works, non-adherence to cropping pattern, 

injudicious use of water by farmers in the command area, power shortage and 

non-f unctiooing of lift stations. Activities relating to equitable distribution of 

water under Waraba1tdi were not taken np. 

(Paragraphs: 3.1.6.~ and 5) 

• Failure t-0 procure seeds from the Agricultur~ Department well in advance of the 

sowing season for sale to farmers resulted in their shortlifting and resultant loss 

of Rs 18. 70 lakh to Government. 

(Paragraph :~1.8) 

• Statutory Command Area Development &ards and Advisory Command Area 

Councils at the State level bad not been set-up for monitoring the programme t s 

envisaged. Evaluation studies luld also not been underbtken to assess the impact 

of the programme in the command areas. 

(Paragraph:3.l.10) 
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3.1.5 Finance and Expenditure 

3.1.5.1 Funding pattern 

The activities under CADP were financed from State funds with Central 

assistance on matching basis for certain identified activities and through institutional 

finance. 

3.1.5.2 Financial outlay and expenditure 

Year-wise details of Central assistance received, funds released by the State 

Government and expenditure incurred thereagainst by the two CAD authorities (Jammu 

and Kashmir) dtiring 1991-92 to 1997-98 were as under : · 

(RuEees in crore~ 
Year Central Funds released by State Expenditure Percentage of 

assistance Government excess(+)/ 
released savings (-2 . 

Central State Total 
share share 

1991-92 •i.90 1.76® 1.92 3.68 3.47 (-) 6 
(0.15) (0.15) (0.15) 

1992-93 l.48 2.25 2.04 4.29 3.82 (-) 11 
(0.07) (0.07) (0.07) 

1993-94 1.79 1.36 l.93 3.29 3.56 (+) 8 
(0.10) (0.10) (0.05) 

1994-95 l.92 1.63 2.35 3.98 4.42$ (+)ll 
(0.11) (0.11) (0.11) 

1995-96 2.77 0.77 2.60 3.37 4.19 (+)24 
(0.14) (0.14) (0.12) 

1996-97 2.52 4.63 2.97 '7.60 5.30 (-)30 
(0.15) (0.15) (0.15) 

1997-98 l.90 l.90 3.54 ' 5.44 - 5.94 (+) 9 
{0.28) (0.282 {0.27) 

Total 14.28 14.30 17.35 31.65 30.70 
{1.00) {l.00) {0.92) 

(Figures for State projects in brackets) 

• Unspent opening balance of Central assistance received not available. 
® 

s 
Includes tlllfel"eased amount of Rs 0.63 crore released by Government of India in 1990-91. 
Includes Rs 4.45 lakh released to SKUAST, Jarnmu out of which Rs 2 lakh were as State share. 

55 



9S

'ssaJe pa8Soi Jele,&Jo uoilsriJcloal pvE tputlqDn\n4, " su]"-tp plarJ .slamrBq} ptreuJo uoq3n-qs-rro3

Jo trsoc s{i} }uoruuJeAoc T"r}us3 0q1 J0 sourrsprng eql 0} EurpJossv(p)

'peqsnuru }ou

. sJplv\ erorc AZ' l sUJo e-rnlrpuedxe acuuluq qIIlJo uoddns ul salecgrueo uorlpsrlrln.,{Fo
(e'ro'rc Iz f su :rrrur{Ee){ iero;c g9 g su :nruiuul) erorc 6g.zi su roJ }ueuruo^oc lertrue]
ot peqsFury ere,lt sepcgruoi uortuslfl]n .g6_16 

6I at Z6_L661 srea.d aqt Eupnp .(erorc 
76.9

s)I) ;nriqsay VCIVC ,{q pue (e-rorc l,O'd sU) nurruul y6JV3 dq spelord pe]srsse dp:pcfu
uo psrlncur eroro 60'f I sU Jo e;nlrpuedxe orur{s IEr}ueJ pql tgurz8y (c)

sorluoqlne cvJ o^{} oqtr

Iuo{:-s}uelueis}s Jepuexns puu ssscxogo ldrscar aq18urqc1e,,11r JoJ spro3eJ loJ}uo3 urelure1tl

o1 dlpoqlne 8uryo;1uoc aql Jo srnrler arr? ol enp pesrcrsxs uesq ]ou psi{ s}uaulo[[u
pe,ro:dde sr^-s-sr^ e:nlrpuedxe JeAo Iorruoe drela8pnq e^4ce.ge luql tJpne ur pmqou su&r

1I 'palslrnlul lou eJe.{l sde;}no pe,rordde eq}Jo sssoxs ur arnlrpuadxe Esu:ncur JoJ suosueg
'luorlrruolol) ol?ls eqt dq sputu Jo erur{s I?rlusJ Jo aseeler o}EI o} ssrcua8u Eurluaualdur
eql fq peinqrrne sr./yi srnrrpuedxe ur llsJuoqs eqr'ruar nd y7 pue g uee.,r,rleq prgun

86-L66I pue 96-9661 al b6-8661 Eupnp sseoxe aqt 'ruar nd gg pue 9 uea,rrleq pe8ue:

L6-9661 puv E6-2661 ,26_166t Eupnp arnlrpuedxe m IleJuoqs egr1h (q)

'reuunb

lsel oql Eur-rnp e:nlrpusdxe Jo qsru ul pettrnser ilcrqrvr sqtruotu

8 pue i uao&ieq Eu6ue: sde;ep rsge sarsusge Eu4uarueldru o1

jueurura,roCl oleis eqtr ,(q pasesle.r s?.*, ecuulsrssu eqr .reqund

'(gOOt -reqo1e6) polle.&e ore^A r{cn{.ryl" roJ suosee{ .g66I q3rBI{

Jo se ssrlrroqlne OVJ 01 lueuIurslo5 aletrS aql ,{q pasuelar

useq tou peri V5-8661 :ee.d aql roJ rplel Z, sU Jo errrulsrssa lerrus3.

:pe^iesqo sierh slurod Euuuollog

(u)

f€'tl sUJo ernlrpuedxe 1e1o1 eqtr lsurcEe 
._ro.re,uo11

'eurue:Eord eqlJo *sruelr {Jotr uo e:rylpuedxe p1o1

CIql Jo gac nd 0U peecxe ol _1ou serri luetuqs{qetrse

'ruac

0Z /b #u4! paqucsatd 4suufio
atrytpuadxa p7o1{o yac nd 69
p a utta{ s aB *cqc rua raqs ry qasg

'sqyrow

8 pu0 [ uaalryaq
&u8uru s(ryap.ta$rs

sanua8n Suuuaanldrut
ol pasoalat

aJu0lstssb lD4uaJ

sruaurrrt da$ ftdtJg7-sa3dnq3



crore on work items of the programme during l99l-g? to lgg7-98, the expe

incurred on establishnrent was Rs 9.85 crore {69 per cent) dunng the saure period which

was Rs 6.98 crore in excess of the prescribed limit of 20per cent.

3.1.6 Prc ramme implementation

3.1"6"; Physical targets and achievements

The phvsical targets and achievernents in respect of major components of
the Programme in nine Centrali.v assisted projects (Kashmir: 5, Jammu: 4 ) and one State

funded project during l99l-92 to 1997-98 are indicated in Appendix-S. It would be seen

h'om the Appendix that the achievement of targets during l99l-92 to 1997-98 ranged

between 60 and 128 per cent in CADA Jammu and between 3 and 125 per cent in CADA

Kashmir. Shortfall in Kashmir Division was attributed by Director, CADA Kashmir to late

release of Central share of funds to the implementing agencies by the State Government.

Test-check of records in tJuee sub-divisions (Sarore, Sapwal and Dayalachak), however,

revealed that activities actually undertaken during 1992-93 ta 199G97 as per work done

statements of the executing agencies were at variance with the achievements reported in

Drogress reports of executing agarcies and also those reported by the Drectors of CADfu

lo the State Government. Reasons for the variation were not intimated. Details.of
.' ariations noticed in test-check are indicated in Appendix-6. Following points .were

roticed in test check:

ia) Against the CCA of 35407 hectares in 4 projec,ts (Ravi, Tawi, Rajal and

Duddar) in CADA Jammu , the cumulative achievement

n respect of field surveys as of March 1998 was

:eported as 6799A hectares which was 32583 hectares

a2 per cent) in excess of the total CCA for which no

-*asons were intimated. In 3 Soil Conservation Offices covering Ravi and Tawi projects

lere was no basis for reporting &reas covered under field surveys. The muster sheets of,

:-iilv wagers engaged in survey work neither indicated the particuiars of work done nor
're iacation of areas survryed. Survey reportsin zupport of the achievements were also

5V

Repor te d ac hi evement s i n
resryct affield surveys
exceeded cuhivable
Command Area by 92 per
cent
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\ not on record in the two Directorate~ (Kashmir, Jarnmu). In absence o(survey reports, the 

correctness of expenditure of Rs 15.84 lakh (Kashmir: Rs 7.33 lakh; Jammu: Rs 8.51 lakh) 

incurred on survey, planning and d~sign during 1991-92 to 1997-98 could not be 

vouchsafed in audit. 

(b) The cumulative achievement reported in respect of land levelling and 

Achievements under
/and levelling and 
shaping exceeded the 
cultivable Command 
Area 

shaping (8802 hectares) in thi-ee projects (Lethpora, 

Banimulla-Zawoora and Yusniarg-Niu Karewa) in CADA 

Kashmir ending March 1998 exceeded the aggregate CCA 

(7702 hectares) by 1100 hectares. Similarly, the area reported 

to have been covered under field channels within 5-8 hectare block of Tawi Project was 

9592 • hectares against the total CCA of 8180 hectares at the end of March 1998. Reasons 

for overstating the achievements in excess by. 1412 hectares were awaited (November 

1998). 

3.1.6.2 

(a) 

On-farm development works 

Land levelling and shaping 

The primary objective of land levelling and shaping was to ensure even 

spread of irrigation water into fields and drainage of excess irrigation or rain water from 

the fields. 

By the end of March 1998, only-46549 hectares (87 per cent)of land were 

Subsidy of Rs 1.56 crore reportedly covered under land levelling and shaping against 

paid to beneficiaries Cultivable Command Area of 53629 hectares in 10 projects 
without maintaining 
inventory of land levelling of the State. It was, however, noticed in audit that against 

and shaping works the projected land levelling and shaping of 40976 hectares 

in the 10 projects, the cumulative achievement was 46549 hectares. Reasons for 

achievement in excess of the assessed quantities were not on record. In three test-checked 

sub-divisions of Sarore, Sapwal and Dayalachak in Jam.mu division, land-levelling and 

shaping works were got executed during the years 1991-92 to 1997-98 through the 

• Includes area of 4136 hectares covered by Ravi Tawi Irrigation Complex. 
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beneficiaries· without prepanng any estimates and oash subsidy at 33 1'3 per cent 

amounting to Rs L56 crore was paid to the beneficiaries on the 'basis of completion 

statements of work done as recorded by the field staff, without maintaining any inventory 

of land levelling and shaping.works undertaken against each outlet. 

The rate of 'earth work' item indicated in the latest Schedule of Rates 

(1992) of the Public Works Department includes the items of 'jungle clearance' and 

'surface dressing'. It was, h~wever, observed in th.e three test-checked sub-divisions 

(Sarore, Sapw~ and Dayalachak) that payments were ~e for 'jungle clearance' and 

' surface dressing' separately in addition to the payment for 'earth work' item. This 

resulted in irregular excess payment of Rs 8. 90 lakh ·in 1726 test-checked cases during the 

· period between 1991-92ancf1997-98 (November 1997). 

(b) Construction of Field channels 

Field channels are water channels which deliver water from an outlet of a 

distributary to individual fields and constitute the last link in the water delivery system of 

an irrigation network. These channels are lined to avoid seepage and water from these 

channels is fed into farmers ' fields through unlined field channels within the field. 

Test-check of records revealed that ·consolidated records indicating year

wise position of the length of lined field c~els taken up Schemes for on-farm 

for construct.ion and completed, had not been maintained developm"ent works not 
, , , - ~rtaken in an integrated 

by the two CADAs. In the three test-checked sub- manner, 
....._ ________________ ___. 

divisions(S~ore, Sapwal and Dayalachak) schemes based on survey had not been drawn 

up for carrying out on-farm development works in an integrated IJl~er on outlet basis, 

after obtaining administrative approvals. 

For unlined field c~1annels constructed by farmers within their fields,. 50 per 

cent cash subsidy was pai<! on the basis of work done 
Subsidy of Rs 2. 71 

completion statements. These works had been undertaken 
/akh paid to 284 

without preparing estimates and obtaining ineligible farmers. 

· technical/administrative approval thereto. A test-check in audit revealed that subsidy of Rs 

59 

\ · .. , 



Chapter-III Civil Departments 

2.71 lakh was paid to 284 ineligible farmers (expenditur~ : Rs 5.42 lakh) whose land 

holdings were more than 4 hectares. 

.(c) Construction of field drains 

Water logging reduces soil aeration and affects adversely the productivity 

of soil. The construction of field drains help in preventing water logging thereby increasing 

the productivity in irrigated areas. 

In the 3 test-checked soil conservation sub-divisions (Sarore, Sapwal and 

Dayalachak). of Ravi arid Tawi projects, land· area of 8102 hectares under 246 villages had 

Expenditure of Rs 7 4. 3 J water logging problems as of March 1991 . Of this, 1298 

lakh incurred on drainage hectares only had been reclaimed by the end of March 
works without formulating 
schemes and obtaining 1991 at a cost of Rs 17.30 lakh. During 1991-92 to 

administrative approval. 1997-98 drainage works, covering an area of 5081 

hectares (expenditure: Rs 74.31 lakh) were, however, executed without fonnulating 

schemes and obtaining administrative approval . These works were executed 

departmentally after preparing individual estimates for each block of land covered. The 

payments were made on muster sheets on the basis of work done completion statements 

without recording th~ land area of each beneficiary .and khasra number which would have 

formed the basis for arriving . at the ·area covered under drainage. In a~sence of this 

information, the actual area covered was neither asce~able nor susceptible to physical 

check. 

.(d) Conjunctive use of Surface and ground water 

Conjunctive use of surface and ground water aims at draining out excess 

water either from the surface or from the sub-surface for supplementing irrigatio~ during 

periods ?flow canal supply or canal closure. This also contains water logging in irrigated 

areas. 

Under the programme, 642 pumps in various blocks of the Command Area 

Pumps installed for conjunctive use of 
surface and ground water without 
undertaking surveys for identification 
of areas beset with water logging or 
low canal supply. 

Jarrunu were installed during 1991-92 to 1996-

97 (expenditure: Rs 44.11 lakh) for conjunctive 
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use of ground wat~r without conducting surveys for identification of farmers and areas 

vulnerable to low canal supply or suffering from water logging. The pumps were provided 

to the beneficiaries on 100 per cent subsidy while cost of boring of wells done by the 

beneficiaries was treated as their contribution. The Departm~nt did not restrict the 

payment of subsidy on the IRJ?P pattern of 20 per cent, 25 per cent and 33 1h per cent in 

respect of medium/small/marginal farmers and 50 per cent in case of Scheduled tribes as 

envisaged under the scheme. Out of 204 test-checked cases to whom pumps were supplied 

during 1994-95 and 1995-96, the inadmissible/excess subsidy provided by way of cost of 

pumps in 165 cases amounted to Rs 8.08 lakh. Besides, subsidy of Rs 21000 was also 

provided to 2 ineligible farmers having land holding of more than 4 hectares. 

. . 3.1.6.3 Subsidy to medium, small and marginal farmers on farm 

development works 

Under the Programme, subsidy was available to medium, small and 

marginal farmers on matching basis on IRDP pattern on the loans taken by them from 

financial institutions for land-levelling and shaping, construction of field channels (within 

farmers' fields), field drains, installation of sprinkler and drip irrigation sets ·and 

development of ground water resources. From 1996-97, the expenditure on construction 

of field drains was, however, to be met from Government grants. 
~ 

Without identifying the. beneficiaries on the basis of land holding , title and 

total income, subsidy was paid to them in c·ash uniformly at the rate of 33 1
/ 3 per cent of 

the cost of l~d-levelling and shaping and at 50 per Cash subsidy of Rs 4. 60 crore , 

cent of the cost for field channels If' within farmers' paid for land levelling and 
shaping and ·constroction of field 

fields without arranging institutional loans. A cash channels without identifying the 

subsidy of Rs 3.79 crore for land levelling and target group and in .. 
contravention of approved 

shaping (Kashmir: Rs 1.58 crore; Jammu :Rs 2.21 pattern of assistance. 

crore) and Rs 81 . 08 lakh for construction of field channels within farmers' fields (Kashmir: 

Rs 46.78 lakh; Jammu: Rs 34.30 lakh) was, thus, paid during 1991-92 to 1997-98 without 

Mediwn: 2.01 to 4 ha; Small: l.01 to 2 ha; Marginal up to I ha 
Lined water channel from out let of a distributary to fields. 
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identifying the target group of farmers in violation of apprnved pattern of assistance. In 

addition, expenditure of Rs 61.30 lakh (Kashmir: Rs 17.94 lakh; Jarnrnu: Rs 43 .36 lakh) 

A voidable subsidy' was also incurred during 1991-92 to 1995-96 on 

payment of Rs 30. 65 lakh construction of field drains0 in these projects at Government 
made to beneficiaries on 
construction of field expenses instead of subsidising the cost of these works. This 

drains during 199l-96 resulted in· extra avoidable expenditure of Rs 30.65 lakh 

worked out on the basis of maximum subsidy of 50 per cent. 

In CADA Jarnrnu, 12 sprinkler irrigation sets (cost: Rs. 3.95 lakh) were 

installed free of cost during 1994-95 and 1995-96 in the fields of 12 beneficiaries without 

verifying their eligibility. On this being pointed out in audit, Project Officer, Soil and 

Water Management CADA Jammu stated (November 1997) that the sets were installed at 

Gov.emment expenses for demonstration purposes. However, approval of the Government 

for installing the sets free of cost had not been obtained. 

3.1.6.4 Utilisation of irrigation potential 

The main objective of the Programme was to increase the utilisation of 

irrigation potential created. It was seen in audit that the 

Irrigation potential percentage utilisation of irrigation potential created, ranged 
created utilised to thf 
extent of 48 to 82 per , .between 48 and· 82 during the years from 1991 -92 to 1997-98. 

cent only. The underutilisation of irrigation potential in CAD.A Kashmir 

was attributed (May 1998) by the Director to meagre allocation of funds due to which on

farm development works required for full utilisation of the created potential could not be 

executed. In CADA Jarnrnu, the utilisation of irrigation potential of Ravi canal and Tawi 

canal was only 18000 hectares and 7000 hectares respectively up to 1997-98 against the 

potential of 40000 hectares created since 1980-81 (Ravi canal) and 13000 since 1995-96 

(Tawi canal). Chief Engineer, Ravi-Tawi Irrigation Complex (RTIC) attributed the 

shortfall to non-adherence by the farmers to envisaged cropping pattern and injudicious 

use of water by them. Besides, acute power constraints reducing discharge of pumps at 

e Unlined drain to drain out water from water logged fields. 
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Lakhanpur lift station, change in course of Ravi river and slips in Ravi canal were stated to 

be the other main reasons which hindered supply of irrigation water. 

While remedial measures taken/envisaged to overcome the constraints wern 

not st~ted, it was seen in audit that the extent of water lifted from Tawi and Ravi canals 

had not been monitored at any level by RTIC. No data based on gauge measurements 

indicating water fed into Ravi and Tawi canals and subsequently distributed t~rough its 

distributaries had been maintained. In absence of this, season-wise lifting and distribution 

of water in the two canals and its distributaries was not monitored. 

In Ranjan and Raja! projects, while field channels were constructed for an 

area of 2101 and 1700 hectares respectively up to March 1998, the irrigation potential 

utilised during 1997-98 was 600 and 569 hectares only. Reasons for underutilisation of 

potential created were not intimated (November 1998). 

3.1.6.5 Warabandi 

Warabandi is a system of equitable distribution of water by rotation for 

efficient use in raising crops by farmers and avoiding its wastage. The scheme envisaged 

farmers' participation in water management (PIM) through water p articipation of . 
users' associations to whom management subsidy, to be shared by water users in water 

Central and State Governments on 50: 50 basis, was to be 
management not. 
ensured 

provided. While farmers ' associations in CADA Kashmir had not been formulated at all, 

action to implement PlM was taken in CADA Jammu in March 1996 when it was decided 

to handover . tw~ distributaries to water users' associations after undertaking 
. . 

repairs/restoration. The repairs had not, however, been und~rtaken (September 1998) and 

the distributaries were not handed over to water user associations. In absence of water 

user associations, the distribution of water under Warabandi was done by CADA Jammu 

through engagement of Laskars v on daily wage basis. 

The year-wise position of targets and achievements under warabandi and 

expenditure incurred during last seven years ending 1997-98 was reported as under:-

v Persons engaged for regulating water according lo laid down schedule. 

63 



Chapter-Ill Civil Departments 

Year Area covered Area under warabandi Expenditure 
under field (Rupees in 

channels at the lakh) 
beginning of the Targets Achievements 

l:eaT Kharif Rabi Total 
(Area in hectares) 

1991-92 6826 25000 NA NA NA 3.23 

1992-93 9151 25000 16700 8300 25000 5.00 

1993-94 ll 151 25000 164CO 8100 24500 5.24 

1994-95 13351 26000 17334 8666 26000" 5.50 

1995-96 15951 28000 18000 10000 28000 4.01 

1996-97 18616 30000 20000 10000 30000 3.30 

1997-98 21159 31000 20000 10605 30605 7.36 

It would be seen that the targets fixed and achievements reported during 

Kharif season exceeded the area covered under field channels during the years from 1992-

The reported coverage under 
Warabandi doubtful as 
coverage during Kharif season 
exceeded arP-a covered under 

lfield channels 

93 to 1996-97. This indicated that the targets were 

inflated and achievements had not been ~eported 

correctly. The basis of fixing targets and reporting 

achievements were also not available on record. No 

Warabandi schedules indicating outlet-wise information of areas covered against various 

distributaries had been prepared in absence of which actual area covered under Waralx:mdi 

was. not ascertainable. Neither was the total number of Mogas111 in each project area after 

1990-91 available with the Project Officer, Water Management nor had any duty sheets of 

Laskars allotting Mogas for warabandi coverage been drawn up. It was also noticed in 

audit that Laskars bad been engaged for watch and ward of CADA complex and other 

office jobs in the Directorate and· other offices of CADA Jammu to whom wages of Rs 

3.60 lakh were paid during 1991-92 to 1996-97. Expenditure of Rs l.91 lakh incurred on 

purchase of POL for vehicles during 1993-94 to 1996-97 was also debited to Warabandi 

activity. 

• Outlet for lined field channels. 
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3.1. 7 Adaptive Trials, Demonstrations and Training of farmers 

CADP envisaged dissemination of technical know-how and agricultural 

practices by holding adaptive trials and demonstrations on the fields where OFD works 

had been completed. Farmers were required to be educated about water management, 

water requirement of crops, detrimental effects of water. logging and salinity, pest and 

weed control and maintenance of field channels using audio-visual aids. A training centre 

had to be set up in each project for this purpose. Expenditure of Rs 95.42 lakh was 

incurred during 1991-92 to 1997-98 by CADA, Jammu on holding of 80 adaptive trials, 

11707 orop demonstrations and training 40500 farmers. 

The trials conducted at the Chak-Jaralan trial-cum-training centre 

constituted 22 per cent of the targets and an area of 3.2 Kanals Adaptive trials not 

to 12 Kanals was cultivated against the available cultivable area conducted in farmers ' 
fields . 

of 24.5 Kanals. No trials were, however, conducted on the 

farmers' fields. Project Officer, Soil and Water Management CADA Jammu stated 

(November 1997) that more trials could not be conducted due to ongoing land levelling 

and terracing works at the farms during 1992-93 to 1994-95. However, the targets were 

not achieved even thereafter. 

There was shortfall of 41 per cent in achieving targets of imparting training 

to farmers for which reasons were not available on record. No data of season-wise and 
I 

crop-wise yield obtained from the demonstrations held was collected and ·analysed for 

follow-up action. It was not, thus, possible to make an assessment as to whether the 

objectives of the scheme had been achieved. The extent . to which suitable cropping 

patterns were adopted in the field had also not been monitored. 

3.1.8 Supply of agricultural inputs 

The programme envisaged supply of agricultural inputs like seeds, plant 

protection chemicals and fertilisers to the farmers in the Command area at varying 

subsidised rates under various schemes of Agriculture Department. 
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It was seen that against the overall target of distributing 4.93 lakh qtls of 

chemical fertilisers for Kharif and Rabi seasons during Kharif 1994 to Kharif 1997, the 

Untimely procurement actual off-take was only 2.29 lakh qtls against 2.49 lakh qtls 

of seeds resulted in procured during the period. The seed procured from 
loss of Rs 18. 70 lakh. 

Agriculture Department for sale among farmers during 1994-95 

to 1997-98 was generally in excess of the actual off-take which resulted in 2279 qtls 

(value: Rs 25.46 laktr) of seed remaining unutilised. This se~d subsequently became unfit 

for use due to expiry of its shelf life. Most of the left over seed was subsequently 

auctioned for Rs 6. 76 lakh resulting in a loss of Rs 18. 70 lakh. Chief Agriculture Officer 

CADA Jammu stated (September 1998) that seeds had not been received well in advance 

of sowing seasons. Responsibility for the loss had not been fixed (September 1998). 

Information relating to quantity/value of seeds obtained from Agriculture 

Department, sale proceeds realise.cl from the farmers, amounts remitted to Agriculture 

Department and amounts outstanding were not ascertainable as reconciliation of the seed 

accounts with the Agriculture Department had not been conducted up to 1995-96. Chief 

Agriculture Officer, CADA Jammu stated (November 1997) that reconciliation could not 

be• carried out due to seizure of records by Vigilance Organisation in March 1996 in 

connection with an alleged embezzlement of Rs 51.39 lakh. The value of un-remitted sale 

proceeds of plant protection chemicals including cost of left over stocks at the end of 

Kh~µif 1997, based on un-reconciled accounts was Rs 10.29 lakh. The age-wise position 

of outstanding against each defaulter .was not available/intimated.·. Necessary action to 

effect the recovery from the defaulting officials had also not been taken as of October 

1998. 

3.1.9 Other points of interest 

(a) Inventory of assets created 

No inventory of assets created from time to time had been maintained at 

the Directorate level in either of the two CAD authorities for verifying their physical 

existence and· ensuring their maintenance. On this being pointed out (October 1997) in 
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audit, Director CADA Jammu issued instructions (November 1997) for preparation of an 

inventory of assets created which was stated (September 1998) to be ~nder progress. 

(b) Non-revision of' Abiana' rates 

Farmers who are supplied water for irrigation are charged water rates 

(Abiana) fixed by the Government. These rates were Abiana rates fixed in 1976 not 

last fixed in the State in 1976 and had not been revised revised despite increase in 
cost of maintenance/creation 

as also recommended by Central Water Commission of fresh irrigation potential. 

despite considerable increase in expenditure on creation 

of fresh irrigation potential and maintenance of assets. 

An amount of Rs 17. 83 lakh on account of A biana in respect of Ravi and 

Tawi canals was outstanding at the end of March 1998 against farmers and officials of 

Revenue Department who had retained the revenue collections with them. In respect of 

Abiana collections monitored by Executive Engineer, Tawi Canal Construction Division, 

Jammu it was noticed that out of Rs 8 .41 lakh outstanding at the end of March 1997, an 

amount of Rs 2.86 lakh was lying w1th the officials (Nambardars) of the Revenue 

Department. The age-wise analysis of the outstanding of Rs 17. 83 lakh was not availl}.ble 

with the R TIC, Jammu. 

In Kashmir Division, the position of outstanding Abiana in respect of CAD 

projects had not been monitored at all by the Abiana charges-of Rs 17.83 lakh 
Irrigation Department. However, Rs 83 .23 lakh outstanding at the end of March 

1998. 
were outstanding since 1980-81 as of March I 998 Position of outstanding 
for all irrigated areas of the three districts of Abiana not monitored in Kashmir 

Anantnag, Pulwama and Budgam (in which the 
Division. 

concerned command areas fall). No steps had been taken to effect recovery 
.. 
outstanding amount. 

3.1.10 Monitoring and evaluation 

Statutory Command Area Development Boards and ' 

Area Councils which were to be set up at the State level had r 
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September 1998. However, the State level Co-ordination Committee, (SLCC) and 

Implementation Divisional level Committee (DLC), were constituted (January 1988) 

01 Programme by the State Government. While SLCC and DLC (Kashmir) did not 
neither 
monitored nor 
evaluated 

meet during 1991-92 to 1997-98, DLC Jammu met only twice 

(September 1991 and October 19995). Thus, performance of th.e 

programme was not sufficiently monitored by the State and Divisional level committees 

for effective implementation of the programme Evaluation studies in various command 

areas had also not been undertaken either by any independent agency or by the State 

Planning and Evaluation Directorate as of September 1998. 

3.1.11 The above points were referred to the Government!Dt:partment in July 

1998; reply had not been received (November 1998). 

3.2 Loss on purchase of excess cotton seed 

Procurement of cotton seed without ascertaining its actual requirement resulted in 

loss of Rs 5.82 lakh. 

In order to introduce cultivation of cotton crop in Jammu Division the 

Department undertook a demonstration _programme of the crop in Kharif 1995 and 

purchased I 025 quintals of the seed (value: Rs 17.29 lakh) during Kharif 1996 for 

distribution at 40 per cent subsidy to the farmers. It was seen in audit that the··purchase of 

seed during Kharif 1996 had been made without assessing the performance of the 
;. 

demonstrations, popularity among farmers and ascertaining the yield data. Consequently, 

against 1025 quintals of seed purchased, only 420 quintals could be distributed during the 

season leaving 605 quintals in stock (value: Rs 10.21 lakh) in various stores. The leftover 

hich was got tested subsequently (October 1997) did not conform to the seed 

and was declared unfit for further use. In reply to an audit query, the 

d (January 1998) that the seed could not be distributed fully in Kharif 

esponse of the farmers. The seed was auctioned during 1997-98 

68 

y 



~J· • 

Chapter-Ill Civil Departments 

Thus, due to non-assessment of the results of demonstration in Kharif' 1995 

and failure to assess the response of the farmers c6rrectly, purchase of seed in excess of 

requirement resulted in loss of Rs 5.82 lakh to the Government. Responsibility for the loss 

had not been fixed as of October 1998. 

The matter was reported to the Government/Department m September 

1998; reply had not been received (November 1998). 

Revenue Department 

3.3 Acquisition ofland for public purposes 

3.3.1 Introduction 

Land needed for public purposes is acquired by the State Government 

under the State Land Acquisition, Act, 1990 Samvat (1934 AD) and the rules framed 

thereunder. In the year 1968, Jammu and Kashmir Requisition and Acquisition of 

Immovable Property, Act (RA.IP) was also enacted to empower the Government to 

requisition the land for public purposes of the State and on behalf of Union oflndia. 

The departments in need of land are responsible for assessing the 

requirement and suitability of land and placing demand on the concerned Collector. The 

Collector notifies the land to be. acquired and after declaration by Government that the 

land is needed for public purposes and obtaining orders of the Government fer its 

acquisition, issues notices to interested persons and after following the procedure makes 

an awar<l. This is followed by taking possession of the land. In case of urgency, the land is 

acquired before making an award on payment of 80 per cent of its estimated market value. 

3.3.2 Organisational set-up 

District Collectors and a large number of other officers have been vested 

with land acquisition powers under the Act. 

fhe Revenue Department functions as a nodal agency for acquisition of 

land under the State Land Acquisition Act, 1990 (Svt). Powers for acquisition of land for 

the purpose of the State and on behalf of Union of India, under the Jammu and Kashmir 
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RAIP Act, 1968, vested with the State Government are exercised by the Home 

Department. 

3.3.3 Audit coverage 

Records of the Revenue Department and sixteen~ Collectors in five 

districts, (Kathua, Jammu, Udhampur, Srinagar, Budgam) for the period 1993-94 to 

1997-98 were reviewed in audit between March 1998 and May 1998. Results of the audit 
--

are contained in the succeeding paragraphs. 

3.3.4 Highlights 

• Advancing of funds to Collectors for payment of land compensation before 

completion of various formalities resulted in locking up of Rs 18.24 crore at the 

end of March 1998 with 11 Collectors. Of this, Rs 5.86 crore stood deposited in 

banks (current account) instead of in the tr~asury in violation of the instructions 

of Government. 

(Paragraph: 3.3.5) 

• There was a variation of Rs 40.12 lakh between the amounts paid by the 

indenting departments and those shown accounted for in the records of 4 

Collectors. 

(Paragraph: 3.3.5 (iii)) 

• There was delay ranging between 2 and 19 years in 75 land acquisition cases up 

to March 1998. The delay was likely to result in payment of higher compensation 

owing to escalation in land rates. 

(Paragraph: 3.3.6) 

9 Deputy Commissioner Jammu and Kathua, Additional Deputy Commissioner Kathua, Jannnu and Srinagar, 
Assistant Commissioner, .K.athua, Janunu, Ud.hampur and Budgam; Collector Land Acquisition (RnC) Kathua, 
Public Works Department, Jammu, Janunu Development Authority, Srinagar Development Authority, Northern 
Railways and Special Collector Army and Assistant Commissioner (G), Jammu 
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• Excess/irregular payments of land compensation aggregating Rs 2.02 crore were 

made in 2 cases, due to payment of compensation at higher rates and failure to 

take cognizance of ceiling laws. 

(Paragraphs: 3.3.7.1and3.3.7.2) 

• Land compensation of Rs 18.33 lakh was paid to a person, on the basis of 

questionable documents, who was not even the owner of the land acquired. 

(Paragraph: 3.3.7.4) 

• Failure of the Collector to represent the land compensation case properly in the 

district court Jammu resulted in payment of additional compensation of Rs 

11.10 lakh to the owners of land. 

(Paragraph: 3.3.8) 

• Monthly meetings to review the progress in pending land acquisition cases by 

the District Collectors, bad not been held. nor had monthly progress reports 

been obtained. 

(Paragraph: 3.3.10) 

3.3.5 Receipt and disbursement of funds for land compensation 

To meet the expenditure on compensation for land and structures acquired 

by the Government for public purposes, the indenting 
\ 

departments are required to draw advances from the 
\ 

treasury, after awards are made and place the amounts at 

the disposal of the District Collectors or officers vested 

Unspent ba/pnce of land 
compensation aggregating 
Rs 18.24 crore locked up in 
treasuries and banks as of 
March 1998 

with the powers of the Collector. As per the information made availa,ble by l l out of 16° 

Collectors whose records were test-checked, the position of receipts and utilisation of 

.funds during the five years ending 1997-98 was as under: 

Five collectors had utilised funds received from Central Government and development authorities. 
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Year Unspent Advance Disburse Percentage Closing _balance 
opening payments -men ts utilisation 
balance received of available In Bank In Treasury Total 

funds 
(Rupees in crore) 

1993-94 l 1.61 1.25 1.46 11 7.60 3.80 11.40 
t994-95 11.40 3.78 2.50 16 8.63 4.05 12.68 
1995-96 12.68 2.13 3.15 21 4.85 7.84"' 12.69 
1996-97 12.69 3.01 1.3 1 8 4.05 10.34 14.39 
1997-98 14.39 15.06 11.21 38 5.86 12.38 18.24 

Substantial amounts received towards payment of Jand compensation had 

remained locked up in the current accounts of the Collectors concerned. Advancing of 

funds to Collectors before fulfilment of various requirements viz. identification of land, 

issue of notification/ declaration by the Government and delay in acquisition proceedings 

were the main reasons for non/underutilisation of funds by the Collectors. Following 

further points were noticed in test-check: 

(i) The amounts received by the Collectors to meet the cost of land 

Funds aggregating Rs 5.86 
crore kept in bank accounts 
in contravention of the 
standing instrnctions of 

compensation were required to be deposited in the 

treasuries as per instructions (May 1980) of the Finance 

Department. Contrary to these instructions, funds 

State Government. · aggregating Rs 5.86 crore were lying.in current accounts 

of the Collectors concerned at the end of March 1998. The State Government @btains 

temporary loans from the Jammu and Kashmir Bank for its ways and means requirements. 

Loans outstanding at the end of each year from 1993-94 to 1997-98 ranged between Rs 

608.01 crore and Rs 1003.72 crore. Had the monies been kept in treasuries instead of the 

current accounts, the Government could have avoided iQterest liability of Rs 3.57 crore 

(calculated on the minimum balance of Rs 4.05 crore) on the corresponding borrowings 

from the Banlc. 

(ii) The accounts with banks had not been reconciled at any time by any of the 

test-checked Collectors. 

e VM;iation pf Rs 1.03 crore in the closing balance was unexplained in the books of Assistant 
Commissioner Kathua (Rs 0.04 crore) and Assistant Commissioner (G) Jammu (Rs. 0.99 crore). 
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(iii) Reco_rds indicating case-wise position of funds received from each 

indenting department/organisation, disbursements made 

there against and balances, if any, available had not 

been maintained. However, collateral check of the 

position of funds advanced as per the records of the 

indenting departments vis-a-vis tho:;e accounted for in 

Variation of Rs 40.12 lakh 
between the amounts advanced 
by !he , indenting departments 
and those shown received by 
the collectors not reconciled. 

the books of collectors revealed variation of Rs 40.12 lakh in four"' cases. 

The discrepancy had not been reconciled as of May 1998. Further, in 

respect of two Collectors (Kathua district), out of the unspent amount of Rs 47.36 lakh at 

the end of March 1998, particulars of land case/indenting department, etc. in respect of the 

peposits of Rs 29.51 lakh were not available. 

3.3.6 Irregularities in acquisition ofland 

The rules framed under the State Land Acquisition Act, 1990 (Svt) 

provided that completion of acquisition proceedings should not take more than 6 months 

under ordinary circumstances and the Government fixed (April 1997) maximum time limit 

of two years from the date of publication of declaration by Government for completion of 

acquisition proceedings, failing which the entire proceedings were to lapse. 

A test-check of records of ten Collectors rev~aled that out of 269 
• 

acquisition cases processed during the p_eriod 

1993-94 to 1997-98, awards had been finalised 

onJy in 112 9ases as of March 1998, while 7 5 

others were under process for periods ranging 

between 2 and 19 years from the respective 

Out of 269 land a;quisition cases 
processed during 1993-94 to 1997-
98, only 112 cases finalised as of 
March 1998. 

75 land acquisition cases under 
process for periods' ranging between 
2 and 19 years. 

dates of declaration by the Government. Delay in acquisition of land in the test-checked 

cases, was mainly due to failure of the Collectors to determine rates of compensation and 

complete other procedural formalities . Belated acquisition of land, besides impeding 

""'Industrial Complex Kartholi: Rs 20.93 lakh; Women College Udham!Jur: Rs lO lakh; Agriculture Farm 
Chinore: Rs 7. 19 lakh; Feed Cum Fodder Farm at Mishriwala: Rs 2 lakh. 

,. 
73 



/ 

I 
I Chapter-III Civil Departments 

execution of developmental works had also resulted in increase in cost of land due to 

escalation in the land compensation rates. Some of the cases where considerable delay in 

acquisition of land was noticed are discussed below: 

<a> Establishment of feed-cum-fodder farm at Mishriwala 

Requisition for acquiring land measuring 411 Kanals and 17 Marlas, 
I 

required for establishing a feed-cum-fodder farm at Mishriwala, Jammu was made bY 

Rupees 18.54 lakh locked 
up due to non-acquisition 
of land for feed cum 
"odder farm at Mishriwala. 

Sheep Husbandry Department in March 1991 and Rs 14. 54 

lakh were advanced to the Collector Land Acquisition, 

Jammu between March 1991 and March 1992. The 

acquisition proceedings were started in January 1992 and 

the declaration (notification) was issued by Government in April 1993. The Government 

issued a notification in September 1993 under Section 17 of the Act ibid authorising the 

Collector to take possession of the land in anticipation of making the award. The Director 

Sheep Husbandry, Jammu had, however, informed (June 1993) District Collector Jammu 

that the land for which acquisition proceedings were in progress was not suitable for 

raising fodder and the department was not interested in acquiring it. Although, alternative 

land was not identified, ~rther advances aggregating Rs 4 lakh were made by the 

department to the CollectQr in April 1995 ·and May 1996. A committee of departmental 

officers constituted (May 1997) by the Director to examine the issue observed (July 1997) 

that the land processed by the Collector for acquisition was full of depressions, boulders, 

· etc. which made it unsuitable for cultivation and was different from the land identified 

initially by the department. The land had not been acquired as of April 1998 due to which 

the entire amount of Rs 18.54 lakh was lying unutilised with the Collector and the feed

cum-fodder farm at Mishriwala could not be set up. The impact of non-setting up of 

fodder farm on developmental works had not been evaluated nor had responsibility for 

processing acquisition of land different from the one identified by the department been 

fixed (April 1998). 
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(b) Acquisition of land for industrial complex, Kartholi 

Preliminary notification for acquisition of 1912 Kanals and 7 Marlas of land 

at Kartholi (Jammu district) for setting up of an industrial 

compl~x was issued by the Collectorx in August 1988. 

Declaration for acquiJ)ng the land in public interest was also 

issued by the Government in August 1988. In July 1990, the 

Non-finalisation of 
documents delayed 
the acquisition of 
land for Industrial 
complex, Kartholi. 

provisions of the Section 17 of the Act, ibid were invoked by the Government for urgent 

acquisition of land and tentative award for Rs 7. 90 crore, representing 80 per cent of the 

assessed_ compensation was made in March 1991 . Possession of only 1541 Kanals and 2 

Marlas of land had been handed over to the department up to March 1998. Final award 

had also nvt been drawn up (June 1998)_ 

The delay in acquisition proceedings was attributable to non-preparation of 

documents by the Revenue Department and delay in issuance of clearance and entitlement 

certificates (including the one that the land under acquisition was not in excess of the 

ceiling laid down under the Agrarian Refonns Act, 1976) by the Collector, Agrarian 

Reforms. It was also observed in audit that payment of Rs 64.63 lakh had been made in 

respect of 199 Kanals and 7 Matias of the acquired land without obtaining the requisite 

certificate from -the Collector, Agrarian Reforms, responsibility for which had not ·been 

fixed. 

(c) Acquisition of land for agriculture fami Chinore, Jammu 

Seed Multiplication Farm, Chinore was paying an annual rent of Rs 10.69 

lakh to the Revenue Department as the land under the farm 

included private and evacuee land. However, in June 1991 

the Director Agriculture, Jammu in view of huge 

investments made on the development of land, construction 

Rupees 2. 07 crore locked 
up for 6 years due to 
delay in processing of 
documents. 

of buildings and to avoid recurring payment of rent sought acquisition of 4061 Kanals and 

11 Marlas of the land which was on lease with the Agriculture Department since 1968. A 

x Assistant Commissioner Revenue, Jammu 
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payment of Rs 2 crore was made by the department in March 1992 to the Collector 

(Assistant Commissioner, Jammu) which was deposited in the Jammu treasury. A further 

amount of Rs 7.19 lakh was also provided to the Collector in 1994-95 . Test-check of 

records, however, revealed that the documents fo r the proposed land were prepared by the 

Collector between May 1995 and February 1997 and sent to the indenting department in 

March 1997 for authentication. The authenticated documents had not been received back 

by the Collector as of May 1998. Thus, procedural delay in-processing documents of the 

case resulted in locking up of Rs 2.07 crore for a period of 6 years besides avoidable 

payment of rent of Rs 64.14 lakh for the years 1992-93 to 1997-98. 

3.3. 7 Payment of land compensation 

Cases of undue and excess payments of land compensation noticed in test 

check are discussed below: 

3.3.7.1 Excess payment of land compensation 

Possession of land measuring 259 Kanals and 19 Marlas in Omara village 

of Udhampur district, on payment of rent, was taken by the Defence Ministry in July 1951. 

Payment of land 
compensation to 'limited 
owners; at full rates resulted 
in excess payment of Rs 55. Q3 
lakh to them. 

The land was acquired for the Defence Ministry by the 

State Government under RAlP Act in April 1995 for 

which compensation of Rs 1. 86 crore was paid by the 

Ministry in January 1998. During acquisition 

proceedings, it was noticed by the Department that the land acquired included 118 Kanals 

and 5 Marlas of State land which, while under the possession of"the Army, had b .. een 

allotted by the Revenue Authorities to certain individuals in January 1955 and ownership 

rights had been conferred in favour of the allottees in the year 1968. Neither the Tehsildar 

nor the Assistant Commissioner (Revenue)/Deputy Commissioner, Udhampur were in a 

position to state as to how the State land while under the possession of the Army, had 

been allotted and ownership rights conferred on these individuals. Test-check of records 

revealed that despite the fact that the allotment of land and grant of ownership rights in 

these cases was irregular, payment of compensation of Rs 82.55 lakh was made (February 
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and March 1998) by the Deputy Commissioner, Udhampur to these allottees. Moreover, 

under Section 45 of the Land Acquisition Act and the instructions issued by the 

Government in February 1980, the allottees including those having proprietary rights shall 

be entitled to compensation not as absolute owners but as limited owners. These limited 

owners, who were precluded from transferring the land by sale, gift, exchange, etc. and 

did not possess attributes of absolute owners, were entitled to only one-third of 

compensation. Payment of compensation at full rates in these ·cases resulted in excess 

payment of Rs 55.03 lakh to the allottees. 

3.3.7.2 ·- Payment of compensation for land which was 

to revert to the State 

Land measuring 1754 Kanals and 2 Marlas at Chak-Sohna-Noopa in 

Kathua District requisitioned by the Anny in 1965 on hire 

basis was sought to be acquired by Defence Estates 

Officer, Pathankot in June 1978. The proceedings for 

acquisition were undertaken by the Deputy Commissioner, 

Failure of the Department to 
take cognizance of the 
ceiling laws resulted in 
undue payment ·of Rs 1.47 
crore . 

Kathua under Jammu and Kashmir RA.IP, Act and declaration was issued by State 

Government in Novembe.r 1989. Memorandum of compensation assessment was issued by . 
Deputy Commissioner, Kathua in April 1991 for an amount of Rs 5.44 crore of which Rs 

4.97 crore were paid between January 1991 and March 1997. This included Rs t.47 crore 
I 

paid to legal heirs of an owner during January 1991 to April 1992 as 80 per cent 

compensation for 584 Kanals and 7 Marlas of land. The owner had a total land holding of . . 
1529 Kanals on the date of his death (25 June 1976). The land stood in the name of the 

deceased up to 14 January 1980 on which date mutation of inheritance .was attested in the 

revenue records. 

Following an enquiry by Deputy Commissioner, Kathua on a complaint 

(January 1993) it was noticed that the deceased owner was in possession ofland in excess 

of the ceiling limits of 182 I<anals prescribed under the Jammu and Kashmir Big Landed 

Estates Act, 2007 Svt (BLEA) and 132 Kanals under Jam.mu and Kashmir Agrarian 
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Reforms Act, 1976 (AR. Act). Cognizance of the Acts whereunder the excess land was to 

revert to the State had not been taken by the State Government. It was further noticed 

that land measuring 306 Kanals and 2 Marlas had also previously been acquired from the 

same owner during 1962 to 1991 and payment of Rs 24.07 lakh had been made for 273 

Kanals and 2 Marlas, for which information was available with the collector. This was 

done without enforcing the prescribed ceiling limits. Accordingly, an order was passed by 

Deputy Commissioner, Kathua (July J 993) withholding the_balance 20 per ceni payment 

to the heirs and seeking action by Revenue Department for ascertaining the land which 

was to revert to State under the provisions of BLEA and AR. Acts. It was, however, 

observed in audit that no action had been taken in the matter, as of September 1998, 

reasons for which were not intimated. 

Failure of the Revenue Department to take cognizance of the ceiling laws 

and verify that the land for which compensation was being paid did not belong to the State 

Government, resulted in undue payment of Rs 1.47 crore. Action to ascertain the total 

recoverable amount paid as land compensation in respect of balance 1169 Kanals and J 5 

Marlas ofland, if any, had also not been taken (October 1998). 

3.3.7.3 Non-recovery of excess compensation paid 

In October 1994, the Collector !-and Acquisition, PWD Jammu issued a 

Excess land compe11S(ltion 
of Rs 6: 10 lakh paid 
between July 1995 and 
January 1996 not recovered 
as of June 1998. 

draft award for Rs 51.45 lakh under urgency provisions of 

the Act, ibid for acquisitioo of 4 Kanals and J 9 Marlas and 

143 Sft of land and structures for widening of the road 

between Tawi bridge and a school. The area acquired 

under the award included 2 Kanals and 3 Marlas and 120 Sq. feet owned by two parties to 

whom Rs 12.08 lakh were paid as compensation between July 1995 and January 1996. 

Subsequently, due to change in the proposed alignment of the road, possession of the 

entire area was not taken over by the Collector. Partial acquisition of land by the Collector 

resulted in recovery of Rs 6.10 lakh becoming due from the two parties. 
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Except for issuing a letter in June 1996 for recovery of the amount 

(Rs 5.34 lakh) to one of the parties, no action had been taken by the ColJector for de

notification of the land acquired and recovering the excess compensation paid (June 

1998): 

3.3.7.4 Fraudulent payment of land ~ompeosation 

Land measuring 7 Kanals and 7 Marlas requisitioned (January 1990) by 

Executive Engineer, Construction Division No.ID for const~ction of Bhagwati Nagar 

Link road was acquired by Collector, Land Acquisition (PWD) Jammu and final award 

favouring 16 claimants was issued in October 1995 for . an amount of Rs 18.33 lakh. 

Though no funds had been placed at the disposal of the Collector by the indenting 

department, full payment of land compensation was made on the basis of an affidavit 

during September 1995 to February 1996 by the Collector, utilising funds made available 

to him for other land acquisition cases~ to a person who was not the owner of the land. 

Subsequently, during 1996, some claimants who had not received compensation for the 

acquired land filed a writ petition in High Court. The court in its order (March 1997) 

observed that the Government had paid compensation to an unconcerned person on. the 

basis of questionable documents and directed paY111ent of .-----------------. 
. . . . . . . Frf1Udu/ent payment of 

compensat10n to the petitioners on basts of which action for · Rs JS.33 /akh made on the. 

recovery of Rs 18.33 lakh paid wrongly, was initiated. No basis of (/UeStionable 
documents. 

action to etfeet the-recovery had, however,.been taken as ~f '---·---------" 

March 1998. While the case was under investigation with Criminal Investigation 

P~partment, no departmental action was taken against the erring officials for making the 

payment on the basis of questionable documents and also in absence of provision of funds 

for the purpose. 

3.3.8 Disposal of references under the Land Acqaisition Act 

The Act provides that interested persons not accepting the award, be it due 

to obj~tion to the measurement of the iand, amount of_ compensation provided, the 

apportionment of the compensation, etc., shall by a written application to the Collector 
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seek adjudication by Court. The written request is required to be made within six weeks 

from the date of the Collector' s award where the person was present or represented at the 

time of making award. ln other cases, the time limit is either within six weeks of the 

· r.eceipt of notice of award from the Collector or within six months from the date of award 

whichever period shall expire first. It was seen i~ test-check that departmental lapse of no.t 

properly following up of a case referred to court for adjudication resulted in adverse 

judgement and consequent extra burden of Rs l, 1.10 lakh on the State exchequer as 

discussed below: 

Award for acquisition of 25 Kanals and 15 Marlas of land at Khour 

Akhnoor for rehabilitation of displaced persons was issued by Assistant Commissioner 

(Revenue), Jamrnu on 7 June 1990 at the rate of Rs 5000 per Kanai plus jabrana at the 

rate of 15 per cent. The payment of compensation of Rs 1.48 lakh was received in full by 

the owners on 28 January 1991 after their claim (dated 17 August 1990) for higher 

cpmpensation at the market rate was rejected by the Collector. The notice for adjudication 

of the case by the District Court, Jammu was thereafter mo~ed by the owners on 15 

Febrnary 1991 when the prescribed time period of six weeks had already ·elapsed and the 

cese was time-barred. This contention was not put forth by the Government Counsel while 

filing objections in the Court. At the argument stage, the Court did not accept the pl~a that 

the case was time barred as this fact had not been mentiened by the Counsel at.the time of 

Failure to represent the land 
compensation case properly in 
court resulted in avoidable 
extra payment of compensation 

filing written objection. The Court ordered (September 

1996) enhancement of comp~nsation rate to Rs 30000 

per Kanai and payment of Jabrana (15 per cent) 

of Rs 11.10 lakh. . alongwith interest at the rate of 4 per cent per annum 

from the date of taking over the possession of the land. The extra amount payable to the 

owners, as a result of the judgement worked out to Rs 11 .10 lakh. On an application filed 
. . 

by the owners, the Court ordered (September 1997) attachment of the Bank account of 

\he Collector and remittance of the amount to the Court on or befor~ 5 September 1 997. 

The amount was remitted to the Court in October 1997. 

80 



.. 

• 

Chapter-III Civil Departments 

Responsibility for the failure to represent the case properly in the Court, 

resulting in avoidable expenditure of Rs 11.10 lakh, had not been fixed (June 1998). 

3.3.9 Mutation of acquired land 

Acquisition of land is to be followed by attestation of mutation as soon as the 

possession is delivered and award is made. For 

this purpose, a mutation register indicating Mutation registers not maintained by 
any of the test-checked Collectors. 

'Khasra-wise' area involved against each award Mutation had not been 

with mutation number and date of attestation is carried out in 61 cases involving 3129 
kanals of land even after lapse oj 

to be maintained by each Collector. It was periods ranging between 5 months and 

noticed in audit that the requisite mutation .... 1_4"""'· y'-e_a_r_s. ___________ ___, 

·registers were not maintained by any of the Collectors, test-checked as a result of which 

attestation of mutation could not be ensured by the Collectors. In 61 cases involving 3 129 

Kanals of land, mutation had not been carried out even after lapse of periods ranging 

between 5 months and 14 years from the date of issue of awards. As a result of this, 

chances of land once acquired and then being proposed for acquisition again or resold by 

ex-owners could not be ruled out . 

3.3.10 Monitoring 

Government had ordered in August 1982 that the District Collectors 
\ 

(Deputy Co~issioners) shall hold a monthly meeting for reviewing the progress of the 

pending land acquisition cases with the officers concerned for their finalisation. A record 

note of the.se meetings was required to be sent to the Revenue Department indicating 

position of each case and action taken thereon. 

No monthly meetings were held by the District Collectors for the purpose 

.during the period covered by the review. Monthly 

progress reports had not been obtained and consolidated 

by the District Collectors of Jammu,_ Udhampur, 

Srinagar for its submission to Administrative Department 

for monitoring the progress of land acquisition. 
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3.3.11 The above points were referred to t~e Government/Department in 

September 1998; reply had not been received (November 1998). 

Social Welfare Department 

3;4 Special Central Assistance for Tribal Sub-Plan 

j.4.1 Introduction 

The Centrally Sponsored. Scheme 'Special Central Assistance (SCA) for 

Tribal Sub-Plan', providing I 00 per cent assistance to the States was launched by 

Government of India in the year 1974-75 to supplement the efforts of the State 

Governments for socio-economic development of people belonging to Scheduled Tribes. 

The Scheme was taken up for implementation in the Jammu and Kaslunir State from 1990-

91, when for the first time certain tribes were notified as Scheduled Tribes in the State. 

The· State had an estimated tribal population of 8.80 lakh which constituted 11 per cent of 

the total population. The assistance was to be used mainly for setting up of income 

generating, family-oriented schemes to enable the identified Scheduled Tribe families to 

cross the poverty line. 

3.4.2 Or:ganisational set-up 

The Scheme is implemented m .the State by District Development 

Commissioners through the various line departments in the Districts, under the overall 

supervision of Social Welfare Department. District A~ex Committee, . constituted at ~he 

district level with District Development Commissioner as its Chairman, was responsible 

. for monitoring the impl~mentation of programmes and co-ordinating various sectoral 

acti\Qties. 

" 3.4.3 . A nd~L «:overage 

1ne implementation of the Scheme, during the period 1992-93 to 1997-98, 

was reviewed during February to April 1998 by test-check of records maintained in the 

Administrative Department, Jammu and Kashmir Energy Development Agency 

(JAKEDA), ~ ammu and Kaslunir Scheduled Castes, Scheduled Tribes and Other 

Backward Classes Development Corporation Limited, Jammu, Director Social Welfare, 
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Jammu, District Development Commissioners, Assistant Commissioners (Development), 

District offices of Animal Husbandry, Sheep Husbandry, Agriculture, Horticulture, 

Sericulture, Soil Conservation, Social Welfare, Electric Maintenance and Public Health 

Engineering Divisions, in three districts (Poo~~t Rajouri and Udhampur). ImpQrtant 

points noticed in audit are discussed in succeeding paragraphs: 

3.4.4 Highlights 

• Belated release of funds by the Central and State Governments to the nodal 
' department/implementing agencies led to shortfall in utilisation of available 

funds ranging between 29 and 67 per cent during the period 1992-97. 

(Paragraph: 3.4.5) 

• Assistance of Rs 1.15 crore was diverted during 1995-96 to 1997-98 for payment 

of arrears of salary as a result of implementation of Fifth Pay Commission 

Report (Rs 64 lakh) and other activities (Rs 51 lakh). 

• 
(Paragraph: 3.4.5 (i)) 

Scheduled Tribe families living below the poverty line had not been identified 

and assistance was provided to the beneficiaries on the basis of applications "med 

by them and recommended by the members of the Advisory Board for 

development of Gujjar and Bakerwals. 

(Paragraph: 3.4.6) 
I 

• As against the envisaged utilisation of 70 per cent of SCA funds on family 

oriented income generating schemes and 30 per cent for infrastr1;1cture incidental 

to such schemes, 80 per cent of· the total expenditure under the Agricultural 

Sector was incurred during 1992-93 to 1997-98 on general infrastructure 

development not incidental to income generating units establis~ed. 

(Paragraph: 3.4.8(a)) 

• Rupees 2.93 crore were spent on works like electrification, drinking water 

supply, protection works in tribal mohraslbasties, etc. under the Minimum Needs 
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Programme during 1993-94 to 1997-98 which were outside .the scope of the 

scheme. 

(Paragraph: 3.4.S(d)) 

3.4.5 Financial outlay and nP'enditure 

Special Central Assistance is released by Government of India to the States 

on the basis of Scheduled Tribe population and per capita Net State Domesti~ Product. ·. 
The assistance was to be released in three instalments by die end of third quarter of the 

year. The position of assistance released by Government of India to the State, funds 

released by the State GOvemment to the implementing agencies and expenditure incurred 

thereagainst during the period from 1.992-93 to 1997-98 was as under : 

Year Opening Assistance Total funds Funds Expenditure percentage 
unspent released by available released to incurred shortfall in 
balance Govt. the imple- utilisation of 

ofludia menting available funds 
a encies 

(Rupees in crore) 
1992-93 0.72 2.96 3.68 2.37 1.26 66 
1993-94 2.42 5.19 7 .61 5.26 3.36 56 
1994-95 4.25 5.51 9.76 4.81 3.21 67 
199j -96 6.55 7.57 14.12 11.26 9.90 30 
1996-97 - 4.22 6.82 11.04 9.59 7.88 29 
l9G7-98 3.16 5.2i 8.38 10.30 9.17 
Total:- 33.27 43.59' 34.78 

The main reason for non-utilisation of the Central assistc.nce, was found to 

Shortfa// in utilisation 
of available funds 
ranged between 29 
and 67 per cent. 

be late release of funds by the Central Government as also by 

the State Government to the implementing agencies. Though 

the entire amount of assistance was required to be released to 

the State Government by the end of third quarter in each year, 

it was seen that Central assistance aggregating Rs 4.15 crore was released at the fag end in 

March each year. No mechanism had been established by the Administrative Department 

or examining the reasons for late release of funds by the Central Government and for 

taking appropriate remedial measures. 

Position up to November 1997 only. 
Includes releases out of the State Plan 

84 

• 

,;, 



• 

• 

• 

.. 

Chapter-Ill-· Civil Departments 

Funds ~eceived by the State Government were required to_ be released to 

nodal department/implementing agencies within a month 

from the date of release · of SCA by the Central 

Goverpment. Test-check of records however, revealed that 

the State Government released funds aggregating Rs 25 .09 

crore during 1993-94 to 1996-97 to the nodal department 

Considerable delays in the 
re lea~r.: of funds by the 
State Government to nodal 
department and by the 
nodal department to 
implementing age.ncies. 

(Social Welfare Department) after delays ranging from one month to 7 months. There was 

a further delay of one io 4 months in the allocation of funds by the nodal department to 

the implementin~ agencies during 1995-96 and 1996-97, which further contributed to 

underutilisation of ava,ilable funds. Following points also emerged out of audit analysis: 
1 

(i) Special Central Assistance was to be utiljsed for setting up of income 

generating family-oriented units for Scheduled Tribe 

, beneficiaries and development of infrastructure, incidental 
f 

~hereio, It was, however, seen in audit that Rs 83 lakh ,were 

diverted and utilised during 1995-96 to 1997-98 for meeting 

Funds aggregating Rs 
1.15 crore diverted/or 
activities outside the 
scope of the programme 

expenditure on payment of an-ears of pay on account of implementation of Fifth P.ay 

Commission Report (Rs 64 lakh), administrative expenses including modernisation of 

offices· (Rs ~ 7 lakh) and purchase of paper copiers (Rs 2 lakh) which were outside the 

scope of the Programme. Further, an amount of Rs 34 lakh was released fo a non

Govemmental organisation for activities outside the scope of the Programme.· Reasons for 
' 

diversion of funds were not intimated (September 1998). 

(ii) Rupees 54.38 lakh and Rs 25.11 lakh were released by the State 

Government in February 1997 and February 1998 respectively 

, to Jarnmu and Kashmir Scheduled Castes, Scheduled Tribes and 
Expenditure figures 
overstated to the 

Other Backward Classes Development Corporation Limited, · ~e_x_te_n_t _0f_Rs_ ._6_0·_9_1_l_a,k_h_. 

Jammu for establishing 1085 family-oriented income generating ur1it s. Though the actual 

utilisation of these funds by the Corporation up to March 1997 aggregated Rs 18.58 lakh 

and only 344 units had been set up, the funds released were reported as fully spent ill the 
I ' • 
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progress reports for 1996-97. Similarly, during 1997-98, the amount of Rs 25.11 lakh was 

exhibited as final expenditure, though the amount was not utilised at all by the 

Corporation. This resulted in overstatement of expenditure by Rs 60. 91 lakh during 1996-

97 and 1997-98. 

(iii) According to the guidelines issued by the State Government from time to 
I 

time, SCA was to be allocated to the districts in proportion to the tribal population of each 

SCA not allocated :lJ the 1istrict. It was however, noticed in audit that the funds 

districts on the basis of released by the State Government during 1992-93 to 1997-98 
tribal p opulation or any 
other approved norm. _ to various districts were not in proportion to Scheduled Tribe 

population of the districts. Out of SCA of Rs 2.37 crore, released during 1992-93, no 

assistance was released to six districts (Poonch, Rajouri, Kathua, Badgam, Baramulla and 

Kupwara) which had 44.17 per cent of the total Scheduled Tribe population of the State. 

The SCA share of these districts amounting to Rs 1. 05 crore was released to other eight • 

districts in addition to their share of funds. Similarly, funds aggregating Rs 46.47 lakh had 

been released short during 1993-94 in Jammu, Udhampur, Kargil and Anantnag districts. 

In all, Rs 1.51 crore were diverted in violation of the State Government norms. 

(iv) Funds amounting to Rs 51.30 lakh released at the fag end of the years, 

Rupees 51.30 drawn and 
deposited in bank 
accounts for utilisation 
subsequently reflected as 
'final expenditure. 

1995-96 to 1997-98, were drawn in advance by the 

implementing agencies of Udhampur, Kathua and P0.onch 

districts. The amount was reflected as final expenditure in 

spite of the fact that it h~d been drawn and deposited in 

bank accounts for utilisation in subsequent years. As of April 1998, Rs 24 lakh lying 

unutilised with the implementing agencies had neither been surrendered nor sanction of the 

Government obtained to utilise these funds in the subsequent years . 

• Jammu, Udhampur, Doda, Srinagar, Anantnag, Pulwama, Leh and Kargil 
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3.4.6 Identification of beneficiaries 

For achieving the primary objective of uplifting Schepuled Tribe families 

above the poverty line over a period of time, it was necessary to ....----. --.------, 
Identi.ftcatzon of 

conduct a survey for identifying Scheduled Tribe families with Scheduled Tribe 

limited asset base and · their needs for formulation of · lfamilies living below 
poverty line not done . 

economically viable income generating schemes. The records did 

not reveal that any such survey had been conducted for preparing list of Scheduled Tribe 

families living below poverty lirte. 

'fhe. beneficiaries had been identified by the sectoral officers on the basis of 

applications filed by the beneficiaries and recomm~nded by the members of Advisory 

Board for Development o( Gujjars and Bakarwals. The Department had also not 

maintained any record for monitoring the number of Sch~duled Tribe families which had 

crossed the poverty line and ascertaining the number of remaining Scheduled Tribe 

families which still needed assistance. 

3.4. 7 Physical performance 

T~ough targets for various sectors had been fixed, the number of 

Scheduled Tribe families assisted under SCA during 1992-93 to 1994-95 was not 

monitored. The actual number of Scheduled Tribe beneficiaries assisted was not therefore, 

ascertainable. 

· While the position of targets . fixed -and achievements there against, for the 

year 1997-98 was awaited (September 1998), following were the targets and 

achievements covering all the sectors for the years 1995-96 and 1996-97 as reported to . . 

Government of India in Jl;lly 1996 and October 1997. 

Year Target Achievement Percentage of Utilisation reported to Percentage 
acfllevement GOI utilisation of 

available funds 
(Number of beneficiaries in lakh) (Rupees in crore) 

1995-96 3.47 3.20 92 9.90 70 
1996-97 1.48 1.14 77 7.88 71 
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The percentage achievement of targets during 1995-96 and 1996-97 W!lS 

92 and 77 th0ugh utilisation of funds during these years was only 70 and 71 per cent. The 

f amily as a unit 
approach not followed 
lf or providing assistance 
to tribal families. 

achievement of 4 .34 . lakh Scheduled Tribe beneficiaries 

included 2.16 lakh (50 per cent) beneficiaries covered under 

health cover with .an expenditure· of Rs 49.12 lakh which 

constituted only 3 per cent of the totai expenditure of Rs 17. 78 crore incurred on the 

scheme during the period. Thus, family as a unit approach was not followed for providing 

assistance to tribal families. Besides, the records maintained also did not indicate 

specifically the physical achievements under setting up of income generating units and 

development of infrastructure incidental thereto. 

Hence the correctness of ~tilisation of Rs 17. 78 crore as per the objectives 

of the scheme could not be verified in audit. 

3.4.8 Implementation 

(a) Agriculture Sector 

An amount of Rs 2.33 crore was utilised during 1992-93 to 1997-98 in the 

three test-checked districts of Udharnpur, Rajouri and Poonch on setting up of income 

generating units (Rs 11. i 7 lakh), croP. husbandry act~vities like, t rainings and 

demonstrations, toots and kits, etc. CR,5,33 .63 lakh) and soil cor.servation works (Rs 1.88 

crore). Follm.,;.ng points were noticed: 

(i) Subsidy of R~ 1 i .17 lakh was provided during 1992-93 to 1997-98 to the 

Scheduled Tribe b_enefiCiaries for setting up of 2184 bee ke~ping units and 2530 

Performance of 2184 bee 
keeping units and 2530 
mushroom units set up on 
payment of subsidy of Rs 

' 
mushroom trays. However, mechanism for monitoring the 

performance of the units established had not , been 

evolved. As a result, the physical status of. the surviving 

11.17 /akh not monitored units and the incremental income generated by them was 

not evaluated by the Department. It was further seen in audit that m¥shroom cuJtivation 

programme undertaken during 1995-96 and 1996-97 in Poonch district, without assessing 

its viability and suitability in the agro-climatic conditions of the District, was discontinued 
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from 1997-98. An expenditure of Rs 4 64 

lakh incurred for setting up of such units 

in the district. thus, proved unfruitful The 

objective of assisting the Scheduled Tribe 

Civil Departments 

( 
11~fn11~f11/ expt.•1"11111re <!f R.'i ./. 6./ lulh J11e 

I<> takmJ,: up <~f mushroom c11/trl'alicm 
l''"K'amme 1Htho11t <l'i.'W."-'"'~ 1/!i su11ah1llfy 
Ill the axro-<.·i1m<1/U: e<H1<flt1Ull.\ u.f the.• 

1>1.wm:t 

families to enable them increase their income was also not achit:ved 

(ii) Jn Rajouri District as against the envisaged construction of 411 numbl.'f 

gully control measures and 18140 RM of diversion drains and bank stabilisation with an 

outlay of Rs 12 lakh, 590 gully control measures and 7083 RM diversion drains were 

constructed, incurring an expenditure of Rs l 0.46 lakh during 1996-97 with a shortfaJI of 

11057 RM (61 per cell/) in construction of diversion drains. Reasons for shortfall were 

not intimated. 

The Scheme envisaged utilisation of about 70 per cent of the SCA funds 

on family-oriented income generating schemes and the remaining 30 per celll for the 

infrastructure incidental to such schemes. However, out of Rs 2.33 crore spent under 

Agriculture sector during 1992-93 to 1997-98, expenditure of Rs 1.88 crore (80 per cent) 

was incurred on general infrastructure development which was not incidental to the 

income generating schemes set up. The objective of utilising SCA for specific sector-wise 

income generating units to enable Schedule Tribe families to cross the poverty line was, 

thus, not achieved. 

(b) 

(i) 

Animal and Sb.eep Husbandry 

An expenditure of Rs 65 lakh was 

incurred in ·three test-checked districts (Udhampur, 

Poonch, Rajouri) under t~e Animal Husbandry sector 

In Animal Husbandry sector 55 
per cent of the expenditure 
incurred on general activities of 
the DepartmeJtL 

against the allocation of Rs 1.25 crore. It was seen in audit that expenditure of Rs 35.64 

1akh (constituting 55 per cent of the total expenditure) was incurred on purchase of 

· medicines, vaccine, feed, fodder, equipments and other health cover activities (Rs 31.76 

lakh), purchase and maintenance of breeding bulls/stallions (Rs 2.74 lakh) for upgradation 

of live stock and sale of poultry birds on subsidised rates (Rs 1.14 lakh). No income 
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generating unit had been set up in the Udhampur District during 1993-94 to 1997-98. 

Thus, major portion of the expenditure was incurred on general activities of the 

Department and the objective of setting up of income generating units and creating 

infrastructure facilities was not fully realised. Further, drawals of funds in advance 

aggregating Rs 16. 76 lakh, made at the fag end of 1996-97 and 1997-98 for setting up of 

income-generating family-oriented units was booked as final expenditure, though it had 

not been utilised as of March 1998. 

(c) Horticulture 

An amount of Rs 45.47 lakh was spent under Horticulture sector during 

1993-94 to 1997-98 for bringing more areas under new orchards and 1.30 lakh fruit 

Plantation joumals 
indicating number and 

saplings were distributed among Scheduled Tribe 

beneficiaries for plantation in the Districts of Rajouri and 

species of plants planted and Poonch. In Udhampur District, expenditure of Rs 8.44 
those surviving not 
maintained lakh was reportedly incurred ~n fruit plantations during 

1992-93 to 1996-97, but information regarding number and variety of plants planted, area 

covered and beneficiaries assisted was not available. Plantation journals indicating number 

and species of plants plantea and those surviving were not maintained in anv of the test

checked districts. 

(d) Minimum Needs Programme (MNP) 

Under this component, it was envisaged to undertake works like 
. ~ 

development of village link roads, small community development works, establishment of 

Rupees 2.93 crore under 
MNP spent on items 
outside the scope of the 
programme. 

health dispensaries and hospitals and providing drinking 

water facilities in tribal schools and hostels. An expenditure 

of Rs 2.93 crore was incurred under this sector during 1993-

~4 to 1997-98 in three test-checked districts on providing of crates (Rs 3.45 lakh), 

protection works at Kalai (Rs 5.70 lakh), providing drinking water facilities and 

electrification works in tribal mohras/basties (Rs 2.84 crore). 
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The works executed were of general nature and outside the scope of the 

scheme as these helped neither in setting up of income-generating units for beneficiaries' 

families nor development of infrastructure thereto. It was further seen that water supply 

scheme Upper Gangara in Udhampur District had not been taken up due to dispute over 

the water source, though Rs 1. 50 lakh had been spent out of SCA funds during 1994-95 

on procurement of material. This resulted in locking up of Government money of Rs 1. 50 

lakh. 

(e) Co-operatives 

Against the drawal of funds amounting to Rs 15. 50 lakh during 1995-96 to 

1997-98 by Deputy Registrar Co-operative Societies, Rupees 9.50 /akh, out of Rs 

Poonch for payment of financial assistance to 12 Multi- 15.50 lakh drawn under Co
operatives sector during 1995-

purpose Co-operative Societies and Consumer Stores, 98 not utilised 
'---~~~~~~~~~~--' 

Rs 9.50 lakh (1995-96: Rs 1 lakh; 1996-97: Rs 1.50 lakh; 1997-98: Rs 7 lakh) credited to 

the individual bank accounts of the beneficiary societies had not been released and 

remained unutilised in bank accounts as of April 1998. The basis for identifying the co

operative societies for assistance and reasons for drawal of money in advance of 

requirements were awaited from the Department (September 1998). 

3.4.9 Monitoring and Evaluation 

Implementation of the Scheme at the Statei level was to be monitored and 

evaluated by the Social Welfare Department (nodal agency) through a separate Tribal 

W~lfare Development Cell in the Directorate and at district level by the district level 

functionaries or through district level Apex Committees headed by the respective District 

Development Commissioners. It was, however, observed that 

no effective system through spot inspections by the 

State/district level functionaries was evolved to monitor and 

evaluate the utilisation of SCA The impact of the income-

generating units set up on the socio-economic development of 

Programme neither 
monitored nor its impact 
on Socio-economic 
development of STs 
assessed. 

the Scheduled Tribes had not been assessed to ascertain the number of families who 
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had benefited and those who had actually crossed the poverty line. The prescribed system 

of sending quarterly progress reports indicating physical and financial achievements had 

not been followed and only the annual reports (utilisation certificates) were sent to 

Government of India by the Social Welfare Department. 

3.4.10 The above points were referred to the Government/Department m 

September 1998; reply had not been received (November 1998) .. 

·.Health and Medical Education Dep~rtment 

3.5 National Malaria Eradication Programme 

3.5.1 Introduction 

The National Malaria Eradication Programme was launched by 

Government oflndia in l 953 to reduce malaria morbidity to a level where it ceases to be a 

major public health problem. A Modified Plan of Operation (MPO) was introduced in 

1977 for effective control of malaria and prevention of deaths caused by it. The 

programme envisaged: 

• Surveillance by the programme staff and medical institutions through collection of 

blood smears of fever patients on a large scale for testing incidence of malaria; 

• Treatment of malaria positive cases; 

• Contact and mass survey in affected areas; 

• Spraying with insecticides like DDT, Malathion and BHC; 

• Urban Malaria Control through larvicides to destroy larva spreading disease; and 

• v ~tor susceptibility tests to determine the type or insecticide to be used. 

3.5.2 Organisational set-up 

The programme is implemented by the Health and Medical Education 

Department through Chief Medical Officers (CMOs) at district level and Block Medical 

Officers (BMOs) at block level. The State Malariologist plans and co~ordinates the 

activities at the State level. 
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3.5.3 Audit coverage 

Implementation of the programme during the periop from 1992-93 to 

1997-98 was reviewed in audit between February 1998 to May 1998 by test-check of 

records maintained by State Malariologist Jam.mu, Chief Medical Officers of all malaria 

districts viz., Jam.mu, Udhampur, Kathua, Rajouri, Poonch, Doda, Baramulla, Kupwara 

and 16° out of 40 Block Medical Officers as also Anti-Malaria Officer Urban Malaria 

Control Programme (UMCP) Jam.mu. The important points noticed are mentioned in the 

succeeding paragraphs. 

3.5.4 Highlights 

• Utilisation. certification for the grants-in-aid . of Rs 4.09 crore paid by Central 

Government during 1992-93 to 1997-98 and audited statement of accounts 

thereof had not been furnished to the Government of India. 

(Paragraph: 3.5.5.2(ii)) 

• The incidence of malaria cases increased from 784 in 1993 to 9412 in 1997. 

Incidence of parasite falciparum cases also increased. 

• (Paragraph: 3.S.6) 

• The Annual Parasite Index (API) which was below 1 up to 1994, increased to 
' 

3.78 in 1996 and declined to 2.47 in 1997. The index in rural areas increased 

during 1995 to 1997 and ranged betwein 2.55 and 4.03. 

(Paragraph: 3.5. 7) 

• There were delays ranging from 1 to 6 months in the examination of blood 

smears collected which delayed detection and treatment of malarial cases . . .,. 
(Paragraph: 3.5.8(ii)) 

• The percentage of population covered under spray operations ranged between 20 

to 81 ~uring 1992-97. 

(Paragraph: 3.5.9) 

1tS. Pora, Kotbalwal, Ramgarh, Samba, Hiranagar, Billawar, Nowshera, Sunderbani, Tikri, Ramnagar, Majalta, 
Tangdhar, Uri, Mandi, Mendhar and Ramban. 
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3.5.S Pattern of assistance and expenditure on the programme 

3.S.5.1 Funding pattern 

The programme was financed by the Central and State Governments on 

50: 50 sharing basis. The Central assistance was available in kind as well as in cash. 

3.5.5.2 Expenditure on the programme 

During the period from 1992-93 to 1997-98, an expenditure of Rs 16.05 

crore was incurred by the State Government on the programme against the budget 

Overall shortfall of 
12 per ce_nt in 
utilisation of 
Programme funds. 

provision of Rs 18. 1 7 crore revealing an overall shortfall of 12 per 

cent in utilisation of funds. The shortfall in utilisation of funds was 

attributed (March 1998) by the State Malariologist Jammu to 

procedural delays in finalisation of rate c::ontract for purchase of 

anti-malarial drugs and equipment. 

In addition, the value of assistance provided by the Central Government as 

grants-in-aid during the corresponding period was Rs 4.02 crore in kind and Rs 7.39 l~h 

in cash. Following further paints were noticed in audit: 

Insecticides, larvicide8> anti-malarial drugs, equipment, etc: worth Rs 4 . 02 

Receipt and utilisation ·crore wer~ supplied by the Central Government 3S grants-in-

or materials receiVed aia during 1992-93 to 1997-98. The receipt and utilisation of 
om the Central 

Government not supplies made, were not properly monitored by the 

--=ope'--r""""ly_mo_n_i_to_red __ __. _Department. 

Reconciliation of the actual grants-in-aid received from Central 

Government vis-a-vis allocations made and amount due had not been conducted at any 

point ~f time. On this being pointed out (May 1998) in audit, the Administrative 

Department oonstltuted (May 1998) a committee for reviewing and reconciling the 

assistance due and that received from the Government of India. 

(ii} The release of grant-in-aid by Central Government was subject to the 

Utilisation certificates and 
audited statement of accounts 
lfor Rs 4. 09 crore not sent to 
GOl 

furnishing of utilisation certificates alongwith audited 

statement of accounts. State Government had neither 
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furnished the required utilisation certificates nor audited statement of accounts to the 

Government of India for the assistance of Rs 4.09 crore provided during 1992-93 to 

1997-98. On this being pointed out in audit, the State Malariologist stated (March 1998) 

that ut11isation certificates would be sent in future to Government of India regularly. 

(iii) As per Government of India sanctions, material and equipment supplied 

was separately categorised for use in General areas, Tribal areas and for Scheduled Caste 

areas. The State Health and Medical Education Department had neither maintained 

category-wise records for monitoring whether the material had actually reached the 

specially-targetted areas nor could the same be verified in audit. On this being pointed out, 

the State Malariologist, Jammu stated (March 1998) that proper records would be 

maintained in future . 

3.5.6 Incidence of malaria 

While no malarial deaths occurred in the State during the years 1993-97, 

the number of positive cases detected increased steadily from 784 in 1993 to 14289 in 

1996. It, however, decreased to 9412 cases in 1997. There was also increase in the 

incidence of parasite falciparum (PF) cases during this period. The increase in PF and 

other malarial cases during these years was attributed by the State Malariologist to influx 
. . 

of infection loaded labour and other migratory population. Remedial/preventive measures, 

if any, taken in the form of surveillance at selected sites and entry points ·were not 

specified. 

3.5. 7 Annual parasite index (API) 

Annual parasite index, which is reckoned on number of positive cases per 

thousand population, is the most important criteria to 
Envisaged objective of 

monitor the .impact of programme and is used for containing the AP! below 2 

determining the areas to be brought under spray operations. 
not achieved 

The scheme envisaged that API be kept below 2 and brought down to 0.5 by 2000 AD. 
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Test-check of records revealed that API in the State which was below 1 up 

to the year 1994, increased to 3.78 in 1996 and declined to 2.47 in 1997. The index in 

rural areas increased during 1995 to 1997 and ranged between 2.55 and 4.03. 

3.5.8 Surveillance 

Effective surveillance is the most important component of the scheme and 

is mainly directed at detection of malaria positive cases by collection of blood smears, their 

examination and radical treatment of the positive cases. Under the programme, blood 

smears from 10 p er cent of ~he population were to be collected annually under active 

surveillance by door to ctoot enquiry, to be carried out by the departmental workers. It 

was seen in audit that the tar~t of collecting blood smears from 10 per cent population 

was not achieved in any year during 1992-97 except during 1996. Following points were 

also noticed: 

(i) Active surveillance was to be done by the Department by fortnightly visits 

to the house holders and blood smears were to be collected 
Shortfall in conducting 
active surveillance for 
detection of malarial 
cases. 

. for detection of malarial cases. However, test-check of 

recor(fs in 4 districts (Jamrnu; Kathua; Rajouri; Doda) 

revealed that surveillance was not done regularly. 

(ii) Blood smears collected were to be examined in the 'laboratories within 

seven days of the collection for administering radical treatment to the infected pat~ents. 

However, in test-checked offices there were c!elays of one to six months in examination of 

blood smears during 1992-97. 

The poor surveillance ahd late examination of blood smears delayed 

detection of malarial cases leading to increase in the . API thereby defeating the basic 

objective of the programme of controlling malaria. Block medical officers attributed the 

delay in late examinai.ion of blood smears to inadequate staff and unmanageable work load 

in laboratories and lesser number of functioning laboratories. 

(iii) It was noticed in audit that expenditure of Rs 8.15 lakh had been incurred 

in Tangdhar block (Kupwara) on cost of establishment (Junior Health Inspector: I ; Basic 
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Health Workers: 4) during the period 1992-97. No 

blood smears had, however, been 

collected/examined during this period for which 

reason·s were not intimated. 

No blood smears collected in 
Tangdhar block-even after payment 
of Rs 8.15 /akh as establishment 
charges during 1992-97. 

3.5.9 Spraying operations 

Under the programme, all the areas which had an incidence of 2 cases and 

above per thousand population per year, are to be covered by regular spray of insecticides. 

Spraying was to be done in two rounds. Though the API during the Shortfall in 

years 1995 to l997 was above 2 cases per thousand of the population, 

the population actually targetted and covered under spraying operations 

was much lower (4.12. lakh to 11.33 lakh) as compared to the 

coverage 
under 
spraying 
operations. 

population of 5 .11 lakh to 18. 57 lakh covered during the years 1992 to 199LI when the 

API was less than one case per thousand of the population (ranged between 0.20 and 0.73 

cases per thousand). This indicates that the guidelines of GQYernment of India for spraying 

operations were not followed. 

The percentage of population covered by insecticide spray ranged from 20 

to 81 for the period 1992-97. Further, as against th~ total coverage of 65.89 lakh during 

the period 1992-97 in the first round of':PDT spraying, only ·44'.48 lakh were covered in 

the second round. Shortfall in insecticide spray was a~ributed {Malich 1998) by State 

Mfilariologist to non-availability of season(ll labour and reluetance of the people to have 

their houses sprayed. Following further points were noticed. 

(a) Though revised approach to malaria control did not P,rovide for spraying 

the cattle sheds with -~ view to conserving insecticide, 

improving house coverage and directing mosquitoes from 

human dwellings to cattle sheds, yet 34325 Kgs of DDT 

valued at Rs 21 .. 17 lakh were used in spraying 3. 06 lakh 

cattle sheds during· 1995.97 in 11 test-checked blocks. 
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(b) Under the modified plan of operation, each s·pray squad was~ ((i)) cover 60 to 

80 houses a day in plain areas or 50 to 60 houses per day in hills/foothill's, against which 

each squad had covered 34 houses per day in Majalta block (Udhampur Distri«f) and 32 to 

· 35 houses in Rajouri District. Reasons for poor per.formaace vis-a-vis norms prescribeel 

were not intimated. 

(c) According to the guidelines of die scheme, the inse< lticide (DDT) 

requirement was to b~ calculated at the rate of 1 ~-0 MT1 F" million p_op1 Jiation for tWOt 

rounds of spray. The requirement wast() be based or r the population 

in areas having API 2 and above for the year . previous to the · 

Quantity of 
insecticide not 
utilised according 
to norms preceding year. Test-c.beck of DDT consumptiQJJi, records for the 

period 1992-97 revealed that the supply /pr ocurement· of insecticide and, its consumption 

was not according to approved norms, reasc >ns for which were not intitnatted. 

3.5.10 Training 

Training of professionals aJ id others from grass root level workers t01tlle 

programme officers is one of 1he maj or objective of the programme. Trainin~ iii 

Services Df the two 
malaria inspectors 
trained in malari<!l<?gy 
during 1992-97 not 
utilised 

malariology • was not imparted at any level during the -period 

199."2 to 199 rJ except to two malariai inspectors ( o.ne -each in 

Katthua ana . Udhampur Districts), who were impartedJtraining 

01:1"tside th .e State during· 1996. The services of ·the two 

inspectors were; however, mot prop• erly utilised as they had been posted OJJtside the 

· Malaria Control Organisatiom as Cc mununity Health Officers "'after completion of their 

training. 

3.5.11 Urban malaria co.n· trol programme 

With a view to con 1trolling high inciden~ of malaria in urban ar~, Urban 

91 per cent of the 
expenditure under 
the programme spent 
on establishment. 

Malaria Control Programme was extended to Jammu city with 

effect 'from 1 April 1977. Expenditure of Rs 1. 41 crore was 

incur red on the Programme from 1992-93 to 1997-98 of which 

Rs 1.28 crore (91 per cent) was spent on establishment. The 
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scheme envisaged setting up of active and passive case detection organisation and fever 

treatment depots for fortnightly domiciliary visits in slum areas, hospitals and dispensaries. 

The envisaged institutional arrangement had neither been established due to which blood 

smear$ were not collected nor was any presumptive treatment given in the urban area. 

3.5.11.1 Fogging operation 

The fogging operation was to be undertaken in transmission months (May 

to September) each year during flying hours of mosquitoes (6 

P .M to 10 P.M) daily in each sector with a view to killing 

mosquitqes, thereby bringing down the density of the adult 

mosquitoes. Test-check of records of Anti-malaria Officer, 

Fogging operations 
conducted during 25 per 
cent of total transmission 
period only . 

Jammu revealed that fogging was done on only 225 days during 1992-97 which 

constituted 25 per cent of the total transmission periods during these years. The shortfall 

was attributed to low density of mosquitoes during 1994, non-availability of larvicides 

du~g 1997 and shortage of staff and other infrastructure. 

Failure to undertake anti-larval operations up to desired extent resulted in 

increase in the incidence of malaria in the urban areas during the period 1995-97 as 

mentioned at paragraph 3. 5. 7. 

3.5.12. Monitoring and Evaluation 

The Programme was to be reviewed monthly by ·the Divisional 

Commissioner/ Dy. Commissioner/ District Magistrates in their 
Programme not 

monthly meetings and a report was to be sent to the Chief monitored/reviewed 

Secretary. The records did not reveal that the Programme was reviewed in such meetings 

or any reports were sent to the Chief Secretary. 

3.5.13 The above points were referred to the Government/Department in July 

1998~ reply had not been received (November 1998). 
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3.6 Idle investment on x-ray machines 

Non-installation/commissioning of 8 x-ray machines resulted in idle 

investment of Rs 16.84 lakh, hesides depriving people of the facility of 

radiological examination for over five years. 

With ~ view to extending x-ray facility, Govef!U1en1 approved. {January 

1993) installation of 100 milli ampere capacity x-ray machines in various district 

hospitals/public health ceritres. In March 1993, Director Health Services (DHS), Kashmir 

placed an or<i;er with a Srinagar based firm for supply, installation and commissioning of 9 

such x-ray machines (cost: Rs 2.24 lakh each, excluding taxes) at specified primary health 

centres/district hospitals. As per terms of supply order, I 0 per cent of the cost of each 

machine was to be held back pending satisfactory supply, installation and commissioning 

of the plants. The machines were supplied during 1993-94 and payment of Rs 19.16 lakh 

was released to the firm. D.uring test-audit (February 1997) of the records of Director 

Health Services, Kashmir it was noticed that only one machine out ·of nine machines 

purchased had been installed and commission~d in July 1993. On this being pointed out in 

audit, the Directorate stated (February 1997) that Rs 2. 75 lakh (including Rs 95475 from 

another deal) had been withheld from the supplier for his failure to commission the p~nts. 

The Department had not, ·however, taken any action for ensunng 

installation/commissioning of the remaining eight x-ray plants as .. of July 1998 either 

departmentally or by making alternative arrangements at the risk and cost of the supplier. 

Thus, due to inaction of the Department, facilities for x-ray examination 

could not be provided to the people in the identified areas for over five years, despite 

investment of Rs 16.84 lakh (including excess release of Rs 7000). The possibility of the 

remaining eight machines being rendered dysfunctional due to prolonged storage and 

obsolescence, could not be ruled out. 

The matter was referred to Government/Department in May 1998~ reply 

had not been received (November 1998). 
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3. 7 Idle jnvestment on purchase of multi-terminal computer system 

due to improper planning 

Purchase of a computer system without ensuring availability of trained staff for 

its operation resulted in an unproductive expenditure of Rs 7> 75 lakh. 

The Principal, Government Medical College, Jammu . moved 8: proposal 

(October 1990) for purchase qf a computer system which was reportedly required by the 

College for storage of data, compilation of accounts, r~search work and inter-college 

communication, etc. The State Government approved (October 1990) purchase of a 

computer system with multi-terminal facility at an approximate cost of Rs 4.50 lakh on the 

·recommendations of a committee constituted by the Government. The College, however, 

purchased (March 1992) a computer system consisting of one work station, ·three personal 

computers and other peripherals at a total cost of Rs 7.75 lak:h. The agreement executed 

(May 1992) with the supplier provided for imparting training, free of cost, to the staff of 

College for operation of the system. 

Test-check of records (July 1997) of the College revealed that the 

computer system installed in December 1992 had remained non-functional as neither the 

staff of the College was got trained through the supplier nor was any other ~angement 

made for making the system operational. The system was partially u~ilised up to February 

1995 by a Junior Assistant for feeding data regarding pay and allowances of the staff after 

which som~ ·defects developed in the system. The system was made operational in October 

1997 after incuning an expenditure of Rs 39000. On being pointecl out in audit in July 

1997 and January 1998, the College forwarded a proposal for creation of . 9 posts 

(computer programmer: 2; computer operator: 4; others: 3)'for the computer cell to the 

Planning Department (July 1997) and Administrative Department (January 1998). Further 

developments were awaited (September 1998). 

Thus, unplanned purchase of computer system without ensuring timely 

availability of trained staff by the Principal, resulted in an expenditure of Rs 7.75 lakh 
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proving largely unproductive for over six years and non-achievement of the envisaged 

objectives. The usefulness of the equipment after such a long time was also doubtful 

because of the rapid ·obsolescence of the information technology equipment. 

The matter was referred to the Government/Department in June 1998~ 

reply had not been received (November 1998). 

Election Department 

3.8 Poll Expenses 

3.8.1 Introduction 

The elections in the State are held by the Election Commission of India 

under the provisions of the State Representation of Peoples Act, 1957. After the Assembly 

elections of 1987 and the Parliamentary elections of 1989, the electi.ons in the State were 

held'in May 1996 for 11th Lok Sabha and in February-June 1998 for 12th Lok Sabha. The 

Assembly elections were held in September-October 1996. 

3.8.2 Organisational set-up 

The electoral office in the State is headed by Chief Electoral Officer 

(CEO), nominated by Election Commission of India. The CEO is assisted ~Y two Assistant 

Chief Electoral Offi~s (ACEOs), one each for Kas~ and Jammu Division, 14 District 

Election Officers (DEOs) ~d other supporting staff For exercising administrative control 

of the Department, the _CEO -·also functions as C<>Qunissioner-<'um-Secretary of the 

Depdtment since September_ 1994. 

· 3.8.3 Audit cov.erage 

The records of the Chief Electoral ~cer, two Assistant Chief Electoral 

Officers of Kashmir and Jammu and 4 District Election Officers (Jammu, Rajouri, Kathua 
. . . 

and Udhampur) for the years 1996-97 and 1997-98 were test-checked (July and August 

1998) in audit. Important points noticed are given in the. succeeding paragraphs: 
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3.8.4 Highlights 

• .The share of expenditure due for reimbursement from the Central Government 

had not been worked out by the Department since 1974-75. 

(Paragraph: 3.8.5.1 (a)) 

• Rupees 33.02 lakh advanced in 92 cases tQ various District Election Officers and 

other Departments during the period 1971-87 for holding of elections were 

outstanding. Adjustment accounts for a further amount of Rs 3.86 crore 

advanced during the years 1996 to 1998 were outstanding from 12 out of 14 

District Election Officers. 

(Paragraph: 3.8.5.l(b)) 

• Printing of electoral rolls/supplements in excess of requirements resulted in 

wasteful expenditure of Rs 61.25 lakh during 1989-90 to 1997-98. 

(Paragraphs: 3.8.6 (a) and (b)) 

• Election material purchased included items like vehicles, colour television sets, 

computers, fax machines, telephone sets, etc. valued at Rs 20.29 lakh. A.lso, 10 

DG sets valued at Rs 10.33 lakh were purchased by the Director Health Services, 

Kashmir which were not used for election purposes. 

(Paragraph: j.8. 7) 

• Expenditure of Rs 6.07 lakh was incurred by DEOs Kathua, Udhampur, 

Rajouri, Jammu and CEO on inadmissible items like refreshment/food served to 

staff not associnted with poWcountin~ duty. 

(Paragraph: 3.8.9.2) 

3.8.5 Funding pattern 

The expenses on conduct of Lok Sabha and Legislative Assembly elections 

are t-ome by Central and State Gc:>vemments resp~tively. However, expenditure on 

common items like establishment, preparation and printing of electoral rolls, etc. is shared 

between Central and State Governments on 50: 50 basi~ The expenditure on elections in 

the State is initially met by the State Government. The share of expenditure to be borne by 
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the Central Government is subsequently reimbursed by Government of India on receipt of 

audited statements of expenditure. However, in case a State is not able to bear the burden 

of expenditure initially, adhoc advance pa~ents are released by Government of India 

subject to final adjustment on receipt of audited statements of expenditure/audit 

certificates. 

The Central Government had released adhoc payments to the State since 

1974-75 which had ~ot been adjusted so far (October 1998). 

3.8.5.1 Finance and expenditure 

During the years 1996-97 and 1997-98 expenditure of Rs 14.67 crore was 

reportedly incurred against the allocation of Rs 16.56 crore made by the State 

Government. The expenditure figures were, however, at variance with those booked in the 

accounts compiled by the Accountant General (Accounts and Entitlement) as indicated 

below: 

(RuEees in crore} 
Year Departmental figures of Expenditure booked by Variation 

exEenditure Accountant General {A and E} 
1996-97 9.85 11.88 2.03 
1997-98 4.82 6.85 2.03 

Total 14.67 18.73 4.06 

Despite standing instructions of the Government, which require that 

Variation of Rs 4. 06 crore departmental figures of expenditure should be reconciled 

between departmental and periodically with those of Accountant General, the 
Account figures not 
reconciled. Department had not reconciled the variations. 

No records for monitoring allocation of funds and expenditure 

thereagainst, had been maintained at any level during 1996-97 and 1997-98. The 

expenditure figures recorded by the CEO were not based, in each case, on actual 

expenditure statements furnished by DEOs and other departmental officers. It was noticed 

in audit that allotment of funds made by CEO to 3 Distric~ Election Officers (Rajouri, 

Srinagar and Baramulla) had been reported as final e)£penditure. As against actual 
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expenditure _of Rs 3 7.41 lakh incurred on Lok Sabha elections ( 1996 and 1998) and 

Rs 49.91 lakh on Assembly elections (1996) in these districts, th~ total allotment of 

Rs 64. 44 lakh and Rs 69. 09 lakh respectively was reflected as final expenditure by the 

CEO due to which expenditure to the tune of Rs 46.21 lakh was overstated during these 

years. It was also observed that the funds allotted by the CEO· to the respective DEOs 

were at variance with those booked by the respective DEOs which indicated lack of 

budgetary control mechanism in the Department. Some instances of variations are given in 

Appendix-7. Reasons for the variations were not intimated (August 1998). 

The following points were also noticed in test check: 

(a) The share of expenditure due for reimburs~ment i-om 
Share of expenditure 

the Central Government had not been worked out by the due for 

Department since 1974-75 as component-wise expenditure reimbursement from 
Central Government 

incurred by it was not available for arriving at the share of not worked out since 

expenditure to be borne by Central Government. ._1_9_7_4_-_75_. ____ ___, 

(b) Before 1996-97, election expenses were incurred by CEO, DEOs and 

officers of other departments to whom advance payments were made by the Department 

for incurring election expenses. However, no consolidated 

records indicating advance payments made and detailed 

accounts recei,ved thereagainst had been mairttained at any 

level. In 165 cases, it was noticed that against an anlount 

Out of Rs 80. 63 lakh 
.adv(ilflced to various 
implementing officers Rs 
33. 02 /akJt· outstanding in 92 
cases. 

of Rs 80.63 lakh advanced to District Election Officers/ officers of other Departments for 

incurring expenditure related to elections during the period 1971-87, an amount of Rs 

3 3. 02 lakh was outstandjng in 92 cases. It was further noticed that an amount of Rs 3. 86 

crore pertaining to the period 1996-98 was outstanding against 12 out of 14 District 

Election Officers and Rs 39.74 lakh advanced by District Election Officers of Rajouri, 

Jammu and Udhampur to various Assistant Returning Officers had also remained 

unadjusted as of August 1998. 
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(c) District Election Officer, Jammu to whom Rs 9.1 .78 lakh were allocated for 

Detailed account of Rs 
91. 78 /akh allocated to 
DEOJammufor 1996 
Assembly/Parliamentary 
elections, not rendered. 

1996 Parliamentary/ Assembly elections had neither 

maintained any aGcount of expenditure incurred nor 

rendered (July 1998) the expenditure statements thereof to 

the CEO. Hence, veracity of the expenditure of Rs 91.7~ 

lakh could not be verified in audit. 

3.8.6 Printing of electoral rolls 

As per instructions of the Election Commission, electoral rolls as also 

Wasteful expenditure of Rs 
61. 25 /akh on printing of 
electoral rolls/supplements and 
purchase of paper in excess of 
requirements. 

supplements thereto are to be printed for every 

election after assessing their requirement, keeping in 

view the fact that the electo"ral rolls are revised 

intensively every alternate year and summarily every 

other year. It was, however, noticed in audit that actual requirement of electoral rolls was 

not worked out before printing them. No stock accounts of electoral rolls/supplements 

printed, had been maintained in any of the test-checked offices. In absence of this, the 

number of rolls actually printed and used was not ascertainable. It was, however, noticed 

in audit that a large number of electoral roJ.ls and their suppleme~ts were printed which 

were not subsequc::ntly used fuHy, resulting m wasteful expenditure of Rs 61 .25 lakh as 

discussed below: 

(a) The ACEO, Kashmir printed 310 sets of electoral rolls for each of the 44 

constituencies in Kashmir Division for use in 1989 elections. The electoral rolls were not, 

however, utilised fully and the unutilised number of electoral rolls/sets ranging between 75 

and 98 were lying in stock resulting in a minimum wasteful expenditure of Rs 50.66(1) 

lakh. 

(b) For the parliamentary elections of 1998, the CEO printed 50 sets of 

supplements of electoral rolls, each in Hindi and Urdu (expenditure: Rs 11.47 lakh) for 

distribution in 3 7 assembly segments. It was seen in audit that the supplement sets, ranging 

.. Calculated on the basis ofminimwn 75 sets available at the sale rate ofRs 67550 per set. 
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from 15 to 35 (45 to 70 per cent) for each segment remained unutilised after the elections 

resulting in wasteful expenditure of Rs 6.37 lakh. 

Similarly, DEOs, Jammu and Udhampur printed 757 sets of electoral rolls 

at a cost of Rs 10. 88 lakh for use in different segments of the two districts during 1998 

Lok Sabha elections. Out of these, 302 sets were found surplus resulting in wasteful 

expenditure ofR.s 4.22 lakh . 

3.8. 7 Irregular purchases/diversion of Election Funds 

(a) The polling material to be purchased for elections includes items like ballot 

boxes, indelible ink, stationery items, paper seal, cloth, rags, 

etc. It was however, seen in audit that CEO and DEOs 

(Srinagar, Anantnag, Badgam, Pulwama, Kupwara, Udhampur, 

Rajouri, Kathua and Jammu) diverted election funds of Rs. 

20. 29 lakh for purchase of vehicles, photocopiers, fax machines, 

Election funds 
amounting to Rs 20.29 
lakh diverted for 
purchase of vehicles, 
photo copiers, colour 
TV set, etc. 

computers, colour television sets, generators, cordless telephones, etc. during 

parliamentary/assembly elections of 1996 and 1998. The purchases were made ·without 

sanction of the State/Central Government. 

(b) Director l:Iealth Services, Kashmir and Transport Commissioner purchased 

10 DG sets (cost: Rs 10.33 lakh) and a fax machine (cost Rs 

0.21 lakh) unauthorisedly during May/June 1996 and March JO DG sefs valued at Rs 
10.33 lakh purchased by 

1998 respectively out of election funds provided. The DG debit to election funds. 

sets received in Medical Stores in ~fay/June 1996 were 

issued to different hospitals and medical units between July 1996 and September 1996 

after the Lok Sabha elections were over. It was also seen that while one DG set issued to 

Lal Ded Hospital, Srinagar in July 1996 had not been installed, information about 

installation/ commissioning of other nine DG sets was not available (July 1998) with the 

Department. 
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3.8.8 Inventory of non-consumable stocks 

The Department is required to maintain proper records for all stock and 

non-consumable items like ballot boxes, seals, stamps etc. Test 

Stock accounts 01 check of records, however, revealed that no stock 
non-consumable 
articles not 
maintained. 

registers/inventory of ballot boxes had been maintained by the CEO 

or any of the District Election Offices (~jouri, Udhampur, Jammu 

and Kathua) test-checked in audit. Physical verification of ballot boxes had also' not been 

conducted at any level to ascertain actual ground balances. 

It was alto noticed in audit that non-consumable articles valued at Rs 5. 16 

lakh issued by ACEOs (Jammu and Kashmir) during parliamentary and assembly elections 

held in J 996 and 1998 were not retrieved from the polling staff and taken on stock. 

3.8.9 

3.8.9.1 

Other Points 

Idle expenditure on electronic voting machines 

Electronic voting machines valued at Rs 498 lakh were received from the 

Election Commission of India during 1990-91 which were not put to use as no directive 

Functional status of regarding their utilisation was received from the 

electronic voting machines Commission. The machines continued to be kept in the 
valued at Rs 49 lakh was 
doubtful as these had not store room of CEO office which was declared unsafe by 

been stored properly Executive Engineer, Estate Division Jammu in July }995. 

The functional status of the machines had also not been tested at any time and was 

doubtful particularly in view of the fact that the machines had not been stacked according 

to prescribed scientific system of storage as communicated by the Election Commission. 

3.8.9.2 Refreshment charges 

As per instructions (March and May 1996) of the Election Commission of 

India, the staff deployed for, poll/counting duty were entitled to packed lunch I light 

refreshment or cash payment of Rs 50 per head in lieu thereof It was, however, seen in 

test-check that an expenditure of Rs 6.07 lakh was incurred ou_t of election funds by 

I Based on tentative proportionate cost 
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DEOs, Kathua, UdJtampur, ~jouri, Jammu, and Chief Election Officer on refreshment 

/food served to staff during parliament and assembly elections not associated with 

poll/counting duty which included expenses met during days other than polling/counting 

days. 

3.8.9.3 lnfructuous e~penditure on purchase of indelible: ink 

As per the instructions of the Election Commission of India, indelible ink 

having shelf life of more than three months from th~ dat~ of its 

manufacture was not to be used in any election and had to be 

!lestroyed. The Election CommiSsion had also directed (December 

1997) the Chief Electoral Officers to make an assessment of the 

. quantity of indelible ink required for use during polling so as to 

avoid wastage on this account. 

lnfructuous 
expenditure of 
Rs 3.80 lakh on 
purchase of 
excess i111.le/ih/e 
ink. 

It was, however, noticed in audit that 45 per cent of total stock of indelible 

ink (22185 phials) purchased up to end of March 1997, at a cost of Rs 3.80 lakh had 

outlived its shelf life and had to be destroyed by the ACEOs resulting in loss of Rs 3. 80 

lakh to Government exchequer. 

3.8.1 O The above points were referred to the. Government/Department in October 

1998~ reply had not been received (November 1998) . 

3.9 Industries and Comll;le~e Department 
, 

3.9.1 Introduction 

The main function of the Industries and Commerce Department (I&C) is to 

facilitate overall industrial development of the State. For ~s purpose, several 

developmental schemes/programmes are impl~ented by it under various sectors like 

Industries, Handicrafts, Handloom, etc. The Department also exercises administrative 

control over l 0 Government companies. 

3.9.2 Organisational set-up 

The Department is headed by an Additional ,Chief Secretary. Directors of 

. Industries and Commerce, Handloom Development, Handicrafts, Sericulture ~ Geology 
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and Mining Departments head the respective departments and are assisted by Joint 

Director Handl~ms Kashmir, Joint Directors Handicrafts Kashmir/Jammu at the 

·divisional level anti General Managers, District Industries Centres (DICs), Assistant 

Directors Handloom/Handicrafts and Deputy Directors, Sericulture at district level. 

3.9.3 Audit coverage 

Review based on test-ch6ck of records of 1911 offices, covering various 

aspects of financial, manpower, and programme implementation in I&C, Handicrafts and 

Handloom Development sectors for the period from 1993-94 to 1997-98 was conducted 

from October 1997 to April 1998. The results of audit are incorporated in succeeding 

paragraphs: 

3.9.4 Highlights 

• Funds allotted by the Government during the years 1993-94 to 1997-98 had not 

bttn utilised fully by the Department with shortfall in utilisation ranging 

between 6 and 51 per cent 

(Paragraph: 3.9.5) 

• Registers of grants/appropriations and other budgetary control records to 

monitor and control expenditure on monthly basis and at the tnd of ~ach year, 
. . 

bad not been- maintained at the · administrative/controlling officer's level. Ao . . . 
expenditure of Rs ·1. 78 crore was incurred by' the departmental offi~ers during 

the years 199~94 to 1996-97 without any budget provision. 

· (Paragraph: 3.9.5.l(a)) . 
• Though the Department bad advanced loans aggregating Rs 188.67 cror~ during 

• 

the period 1988-89 to .1997-98 to Government .companies under its 

administrative control, neither the agreements fixing terms and conditions of 

Additional Chief Seci"etmy to Government Industries and Commerce DePartment, 
Dircctnrate of Industries and Commerce and Hand.loom, Joint Director Handicrafts, Jammu, Joint Director 
Haodloom Kashmir, General Manager, District Industries Centres, Assistant Director Handicrafts, Assistant 
Diro;tor Handloom Development, Srinagar, Jammu, K.athua and Udhampur, Development Officer Massive 
Carpet Scheme. Jammu, Dy Registrar Industrial Co-operative Societies Jamml! (INDUSCOS) 
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repayment, etc. had been drawn up nor loan ledgers and other rdevaat records 

for watching recovery bad been maintained. 

(Paragraph: 3.9.5.2) 

• 17~ officials in different cadres were irregularly appointed between 1990-97 by 

various officers of the Department in violation o~ Government orders whkh 

provided for recruitment through Recruitment Boards/Committees onlY.. 

(Paragraph: 3.9.6 (a)) 

• Leave availed of (leave salary: Rs 2.41 lakb) by 91 officials against whom leave 

subs.titutes bad been appointed was not debited in their service records. Besides, 

1161 persons were appointed its leave substitutes (expenditure : Rs 28.02 lakh) 

without recording the detail of persons against whom these were appointed. 

Thus, genuineness of these appointments could not be verified in audit. 

(Paragraph: 3.9.6(b)) 

• Rupees 21.4.2 lakh were outstanding at the end of March 1997 on account of rent 

of land, sheds, shops, etc. allotted to various entrepreneurs/Government 

Departments. 

(Paragraph: 3.9.7.1) 
. 

• As. of March 1997, 61 per cent of 1244 handicraft co-operative societies in 

Kashmir Division and 78 per cent of 361 societies in Jammu Division were either 
• 

defunct or under liquidation. In 87 functional societies, the annual average 

wages paid to a member in these societies ranged between Rs 58 and Rs 294 

which indicated that these societies were not viable. I . 

(Paragraph: 3.9.8.1 (a)) 

• Despite implementation of the massive carpet training programme (September 

1988) in J ammu region and incurring an expenditure of Rs 3 crore during 1993-

94 to 1997-98, the trainees bad not set up any carpet weaving unit either in co

operative or in private sector. 

(Paragraph: 3.9.8.2) 
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3.9.5 Budget provision and expenditure 

The overall position of funds allocated and expenditure incurred by the 

Department during the period from 1993-94 to 1997-98 is given in table below : 

(RuEees in crore) 
Year Budget Expenditure Shortfall Percentage shortfall 

allotment 
1993-94 112.94 55.03 57.91 51 
1994-95 92~72 60.93 31 .79 34 
1995-96 111.00 86.89 24.11 22 
1996-97 115.05 107.68 7.37 6 
1997-98 135.85 113.56 22.29 16 
Total:- 567.56 424.09 143.47 . 25 

There was shortfall ranging between 6 and 51 per cent in utilisation of 

funds during 1993-94 to 1997-98. 

3.9.5.1 

(a) 

Control over expenditure 

Paragraph 10.11 of the State Budget Manual lays down that heads of 

departments shall maintain a register of grants and appropriations in F orm-1 8 to record 

original grants, their distribution amongst subordinate officers and m~difications made 

from time to time. Paragraph 12.15 of the Manual enjoins upon every disbursingi 

controlling officer and head of the department to maintain a separate register in Form B-,. 

12 for each minor or sub-bead of account which he is operating for recording the 

transactions. 

Test-check, however, revealed that no such records had been maintained at 

administrative/controlling officer's level to monitor and control the expenditure on 

monthly basis and at the end of each financial year. Further, an expenditure of Rs 7.78 

crore was incurred by various departmental officers during the years from 1993-94 to 

1996-97 without any budget provision. Incurring of such expenditure indicated poor 

control mechanism in the Department for monitoring /controlling expenditure: 

(b) Financial Rules of the Government provide that progress of expenditure 

should be even throughout the year and rush of expenditure·iowards fag end of the year 
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should be ayoided. Contrary to these rules/instructions, it was noticed in test-checked 

offices that percentage of expenditure in March of each year ranged b~een 13 and 82 of 

the annual expenditure during the period from 1993-94 to 1997-98. It was seen in audit 

that the rush of expenditure was due to delay in issue of sanctions and allotments by 

Administrative Department. 

3.9.5.2 Investment in public sector undertakings 

The Department had invested Rs 97. 04 crore up to the end of 1997-98 as 

equity in 9 out of 10 Government companies under its administrative control. The 

Department had also invested Rs 14. 06 crore up to March 1997• in co-operative 

institutions/societies. Institution-wise details of inve~tment in co-operative societies were 

not available with the Department as consolidated records were not maintained at any 

level. 

The Department had also advanced an amount of Rs 188.67 c:rore from 

1988-89 to 1997-98 a~ long-term loans to these companies 
Loan ledgers and other 

which included plan assistance converted into loan. Test- relevant records to watch 

check revealed that the Department had not maintained any recovery of loans and 
interest thereon not 

loan ledgers and other relevant records for w~tching maintained. 
'--------------------~ 

recovery of loans and interest thereon. · No agreements fixing terms and conditions of 

repayments, etc. were executed with the companies. 

3.9.5.3 Maintenance of cash bookf (lrawal register 

Cash book/drawal registers of test-checked offices revealed that neither the 

entries in the cash book had been attested nor were drawals made from the treasury 

verified regularly by the Head of the Offices. Physical verification had alS<> not been 

conducted nor was cash/personal security obtained from the persons handling cash. Non

"observance of the aforementioned checks facilitated embezzlement of Rs 6.80 Iakh by a 

cashier in the office of District Industries Centre, Udhampur between June 1990 and April 

1997. An amount of'Rs 30000 had been recovered from the cashier in June 1997 who 

• Position ending March 1998 awaited 
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later expired. Responsibility for failure to exercise the prescribed checks which facilitated 

embezzlement ha9 not been fixed as ofNovember 1998. 

Further, thirteen out of 19 test-checked offices had not maintained stock 

accounts of blank receipt books (Form FC-1) and 10 offices did not maintain the 

Stock a-::counts of blank 
receipt books and 
remittance registers not 
maintained 

remittance registers. Of the eight offices which maintaine~ 

the registers, six had not got the remittances verified from 

the concerned treasury officers. 

Government Rules provide that all moneys should be remitted into the 

treasury on the same day or next working day. This was not being done and amounts 

received were being deposited into treasury after delays ranging up to six months. 

3.9.6 Manpower management 

(a) Irregular appointments 

Recruitment to non-gazetted posts m the State was made on the 

recommendations of State Sub-ordinate Services Recruitment Board (SSRB). The 

recruitment of Class IV and some other specified posts was to be made by two committees 

constituted (May 1991) for recruitment to divisional and state level posts. In January 

1997, the Government ordered recruitment ~o Class-IV posts by ~1ie appointing authority 

on the recommendanons of a committee consisting of concerned head of tbe department 

and thiee additional members to be nominated by respeetive administrative departments. 

During the co~ of test-check of records of various Directorates of 

Industries and Commeree Department it was noticed that 172 persons (I&C: 28: 

172 persons appointed to various 
wtegories of posts during the peHod 
1990-97 dir~ct/1 by the officers in 
violation of Goltf!mment orders. 

Handicrafts: 136~ Handloom: 8) had been 

appointed to different categories of posts during 

the period 1990-97 directly by various officers in 

violation of Government orders. The vacancies in 

these caSes had neither been advertised nor referred to SSRB/concerned committees. The 

appointment in such cases were generally made by first engaging persons temporarily for 
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89 days which were extended by more such spells and followed by appointment on regular 

basis. Some other irregular appointment cases noticed are discussed as under: 

(i) On the death (February 1990) of an Assistant Craftsperson of Handicrafts 

Department working in District Kathua, a substitute was appointed (February 1990) on 

temporary basis for a spell of 89 days which was extended from time to time up to 

February 1991. The person was thereafter appointed on regular basis . by Joint Director 

~dicrafts, Jammu, on an ·incorrect plea of the appointee being related to .the dependent 

of the deceased official. 

(ii) Assistarit Director, Handicrafts Udharnpur in October 1996 appointed 3 

craft teachers and 3 orderlies-cum-chowkidars for three centres (opened under tribal sub

plan) on consolidated pay of Rs 1500 and 1000 p.m. for a period of six months without 

advertising the vacancies. The appointments were made by him on the recommendations 

of a local Member Legislative Assembly/Handicrafts Training Officer of the Department. 

There was no system of internal controls/checks over recruitment as a 

result of which irregular appointments have remained unnoticed and no cognizance of 

irregularity had been taken for initiating action against those responsible for violation of 

Gove~ent orders/instructions. A proper system of assessment of vacancies and referring 

these to respective boards/committees for recommending suitable candidates did not exist. 

(b) Engagement of leave substitutes 

Leave substitutes were engaged by district 

officers of the Handicrafts Departme_nt directly or on 

orders of Joint Director/Director against technical posts, 

such as, co-operative supervisors, master craftsmen, etc. 

and against posts of accountant-cum-store supervisors. 

Genuineness of leave 
substitutes not verifiable 
due to improper 
maintenance of records and 
non-maintenance of leave 
accounts. 

Test-check of the records of Assistant Directors Handicrafts, Jammu, 

Srinagar, Udharnpur, Kathua. Deputy Registrar Induscos, Jammu and Development 

Officer, Massive Carpet Scheme, Jammu revealed that out of 1326 officials, against whom 

leave substitutes were engaged during the period from April 1993 to March 1998, leave 
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availed of by 91 officials (leave salary: Rs 2.41 lakh) was not recorded in their service 

records. Besides, 1 I 61 persons were appointed as leave substitutes, (expenditure: 

Rs 28.02 lakh) without recording details of persons against whom they were appointed as 

a result of which the genuineness of th'ese appointments could not be verified in audit. It 

was also observed in audit that leave accounts required to be maintained in the prescribed 

form by the DDOs and appended with service books had not b~ maintained in any of the 

test-checked offices except by Pie Deputy Director Handloom, Jammu . 
........ 

In April 1997, Director Handicrafts had directed all subordinate officers 

not to make any adhocLstop-gap/leave arrangement appointments against the vacancies 

Despite directions of the 
Director Handicrafts against 
adhoclstop-gapl leave 
arrangement a;Jpointments, 212 
such appointments made. 

3.9. 7 Industries sector 

available with the Department. However, the practice 

of appointing leave substitutes continued even 

thereafter and 212 such appointments had been made 

as of April 1998. 

A mention of establishment of industrial growth centres, payment of 

various incentives and position of functional units was made at paragraphs 3.6.7, 3.6.8 and 

3. 6. 10 of the Report of the Comptroller and Auditor General of fadia for the year ended 

31 March 1997. Following further points were notj.ced during the current review. 

(a) In January 1995, in pursuance of the State Administrative ·¢oupcil' s 

decision (January 1995), a special package for revival of sick units was announced by the 

Government. Accordingly, the Government allotted Rs 1 crore and-.Rs L 12 crore during 

1995-96 and 1996-97 respectively to the Director of Industries and Commerce for 

implementation of the package. The funds, however, remained unutilised and the scheme 

bad not taken off as ofMay 1998. 

(b) In Udhampur district, 10 shops constructed during 1993 under self 

employment scheme at a COS'L of Rs 9.32 lakh were taken over by the Department in 

December 1993. Despite acceptance of offer of monthly rent of Rs 505 and premium of 

Rs 2000 to Rs 16500 per shop received in response to notice inviting offers issued by 
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General Manager DIC, Udhampur in January 1995, the shops had not beeri allotted so far. 

Non-allotment of the shops resulted in blockade of Rs 9.32 lakh, besides loss of revenue 
. . 

of at least Rs 2.22 lakh on account of rent from January 1995 to April 1998 and non-, 

accrual of intended benefits. 

(c) In January 1995, the Governm"'"'ent-introdtiCed Capital Investment Subsidy 

(CIS) Scheme wh,ich envisaged payment of subsidy at the ratf!· of 30 per cent on fixed . . r 
ca~ital investment subject to a maximum of Rs 60 1JhJ 9r unit~ with investment of Rs. 25 

. ( . 

crore and above and Rs 30 lakh for others. 

ID case of a unit at Jammu which had already availed of CIS of Rs 21. 7~ 

lakh, General Manager DIC, Jammu keeping in view the maximum ceiling of Rs 30 lakh. 

on payment ofCIS, recommended further CIS ofRs 8:28 lakh. However, an amount of Rs·' . . 

9.33 lakh w~ sanctionecl (March 1997) in favour of the unit by State Level Committee . · 

thereby exceeding the subsidy limit of Rs. 30 lakh.by Rs 1.05 lakh. General Manager DIC, 

Jammu stated (May 1998) t.hat the matter would be taken up with Director Industries and 

C?mm~ce and excess CIS paid, if any, would .be recovered. Further developments were 

awaited (November 1998). 

(cl) · . Industrial units in the State are eligib~e for rebate of 5" per cent on interest 
. ~· . 

rates charged by the ~financial institutions on working capital loans raised by ~e 

units U.P io· a maximum limit of~ 10 ~~ per year_. Th~ rebate on int•est payable at the 
' . 

end of the year, was admissible to the new aad ·existintJ unit~. provided there · was an 

increase in productipn as compared to ttie preceding year. This condition was not to be 

insisted upo~ in case of units which had already attained 95 per 
· · utili. · n .. rinn th fr 199·5· 96 1997 SUbsidy of Rs 9.66 

cent capacity satton. ·~""uie e years. om . ~ . to - lakh paid to units 

98 (up to January 98) an amount of Rs 4.64 crore was disbursed .. without verifying 
I· : the increase in 
. on this account. A test check of records revealed that ~'.( production in 

Udlwnpur District. subsidy of Rs 9.66 ~ had been released ~ titative terms. 

favour of the units· ~~ quarterly/half yearly. basis or for bro~erf Perlods without verifying 

~e increase/decrease in annual productio~ of units. Ann~ production returns were, 

: 

117 



Chapter.:.111 Civil Dep(Jrtments 

however. 11ot generally obtained and wherever obtained the·production had been indicated 

in terms of value without indicating quantities. Thus, rebate on interest was allowed 

with<)'Ut ascertaining increase in production. 

3.9£7.1 Non-recovery of outstanding rent 

Department allots plots of land, . sheds, etc. to entrepreneurs on rent/lease 

basis in the industrial estates under Its control. While the ove;all position of re~t 

Rupees 21. 42 lakh and Rs 
15.90 /akh outstanding 
against entrepreneurs and 
Govemment/Semi
Government departments 
on account of rent. 

outstanding at the .. end of March 1998· was not available, 

Rs 21.42 lakh ~ashmir: Rs 17.76 lakh; Jammu: Rs 3.66 

lakh) were outstanding from entrepreneurs at the end of 

March 1997 on account of rent which included Rs 3. 02 

lakh outstanding for the periods prior to 1989. In addition, 

Rs 2.57 lakh were also outstanding at the end of February 1998 on account of rent of 

shops leased at Central MMket Jammu and.Rs 15.90 lakh again~t Govenirnent and Semi

Government Departments on account of space occupied at Exhibition Ground Srinagar at 

the end ofMarch 1997. 

Concerted efforts had no.t been made by the Department for ensuring 

timely recoveries or enforcing eviction in accordanee with the provisions of law, 

3.9.7.2 Recovery of loans 

The Department"had been advaneing vmious types of loans to..small scale 

Rupees 8.98 crore 
(Principal; Rs 4. 06 crore, 
Interest: Rs 4.92 crore) 
outstanding against various 
loanees of the Department. 

industrial sector and ·other unit holders, technocrats, 

artisans, etc. from time to time. Against loan.s of Rs 4.68 

crore disbursed by the Department up to 199,1-92, an 

aJ1!0Unt of Rs 8.98 crore ·(Principal: Rs 4.06 crore; Interest: 

Rs 4. 92 crore) was outstanding against. various loanees at the end of March 1998 which 

included loans pertaining to the period prior to 1947. It was noticed in audit that no 

efforts had been made to enforce timely recoveries from concerned parties nor was action 

initiated to recover the amo~t as arrears of land revenue from the defaulters which 

resulted in accumulation of heavy outstanding. The Department stated (March 1998) that 
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after the announcement of waiver of bank loans by Central Government, no loanee came 

forward for repayment of loan even though the said waiver was not applicable to DIC 

loam. It Was also stated that a large number of loanees were untraceable and some of the 

loanee_s had left tht State or closed down their units making the recovery of loans difficult. 
I 

Action contempla~ed by the Department to effect the recovery of these loans was· ~waited 
. . 

(November 1998). 

3.9.8 Handicrafts sector 

To achieve the objective of imparting training m vanous crafts, the 

Departm_ent runs elementary and advanced training centres and after completion of 

training course, the trainees are organised into co-operative societies through - the 

Industrial Co-operative Wing of the Department. The Department runs 532 training 

centres (March 1998) of which 3'j7 centres impart elementary training and 155 centres 

advanced training in 31 crafts. Each trainee receives a stipend of Rs 100 per·.month for . 
elementary training and Rs 200 per month for advanccit training. A test-check of records 

of the Department revealed as under : 

Against the total intake capacity of 13500, the number of trainees enrolled 

in these centres ranged b~een 7621 and 8727 during 1993- Shortfall in enrolment of 

94 to 1997-98 with percentage shortfall ranging from 35 to · trainees rangedfrom.35 
to 44 per c_ent . 

44 during the corresponding period. The shortfall was 
I 

attributed by the department to dropping out of trainees due to various rea5ons such as 

low rate of stipend and marriage of female trainees during the currency of training courses. 
. . 

As ·per tenns of the agreement executed by the trainees, every trainee or his guardian is 

liable to refund the amount of stipend received alongwith a penalty of Rs 500 in the event 

of his/her leaving the training halfway. In two test-checked districts an amount of Rs 7.80 

lakh paid as stipend during 1990-91 to 1996-97 was recoverable from 1507 drop out 

cases. No actiOn had been taken by the department to recover the amount from defaulters. 

Such information in respect of other test-checked offices was not made available to audit. 
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3.9.8.1 Organisation of co-operative societies , ..., 
The Industrial Co-operatives \Ving of the department was to organise the 

successful . trainees into co-operative societies so as to generate employment in handicraft 

sector. For this, the department provides incentives in the shape of share capital assistance 

and managerial subsidy apart from interest su~sidy of 4. 5 per cent on institutional finance. 

Following points were noticed: 

(a) As of-March 1997, out of 1244 societies in~Kashmir Division and 361 in 

Jammu Division, 759 societies (61 per cent) and 283 ~ocieties (78 per cent ) respectively 

61 per cent of societies 
in Kashmir Division 
and 78 per cent in 
Jammu Division were 
either defunct or under 
liquidation. 

were either defunct or under liquidation. A . number of co

operative societies in Jammu di'{ision classified as a'?1ive were 

not actually viable. It was observed that in case of 87 
. . . 

functional societies the average wages paid to their members 

was low (Rs 58 to Rs 294 per year) which indi~ted that even . . 

these societies were not viable. 

(b) Against 1.58 lakh craftsmen trained under the programme during -1976-77 

Poor follow-II/) of the 
training programme 
lfor ge1'H!mting 
employment. 

to 1996-97 only less than 5 per cent trainees formed co-

operative societies. Thus, the objective of generating 

employment in handicraft sector was not achieved. 
' 

(c) The Department had sanctioned Rs 20.89 lakh as managerial sub~i4y to 

various co-operative societies of Jammu rc;gion during the periQd from 1986-87 to 1994-

95, against which utilisation certificates for Rs 12.97 lakh_only had"been received en~ing . . . . 

September 1997. ·The details of utilisation of the remaining amount of Rs 7. 92 lakh which . . . 

also included Rs 6.61 lakh released from 1986-87 to 1989-90 were not intimated 

(September 1998). 
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3.9.8.2 Cai-pet weaving programme 

The Department after taking over (September 1988)' 15 training centres 

from Jammu and Kashmir Handicrafts (Sales and Export) 
. Despite expenditure of 

Corporation, converted these into 3 0 training centres under Rs 3 crore under 

massive carpet training programme so as to introduce Mirzapuri 

carpet weaving craft in Jammu region. Despite implementation 

of the programme since September 1988 and in~urring_ an 

massive carpet 
training programme, 
no carpet weaving unit 
set up by the trainees. 

expenditure of Rs 3 crore on running the training centres from 1993-94 to 1997-98, no 

carpet weaving unit had been set up by the trainees in Jammu region either in co-operative 

or private sector. It was observed in audit that out of 1380 trainees trained during 1993-94 

~o 1997-98, 1373 were females for whom carpet weaving was considered heavy and 

laborious. Thus, the objective of creating job opportunities under the scheme was not 

achieved. 

3.9.8.3 Produc,ion of carpets 

Against the expected production of 15 thousand· sft to 17 thousand sft. of 

carpet per year, on the basis of actual intake of trainees, the actual production in training 

centres of Jammu ranged between 6019 an~ 8445 Sft.per year during the years from 1993-

94 to 1997-98. 

The Development Officer ;1tt.ributed (August 1997 /May-1998) the shortfall 

to non-availability of sufficie~t raw material '"1 tinie and nQn-functioning of 20 per cent of 

looms for w;tnt of repairs. This indicated that the training centres were not functioni:1g 

smoothly due to lack of required inputs. 

3.9.9 Handlool'D sector 

For promoting handloom sector in the State, the department is to organise 

handloom weavers into co-operative societies so as to ensure sustained employment for 

them. The main thrust of the handloom development programmes/schemes was to assiJt 

Based on the nonn of production of3 Sft for low quality and 2 Sft .for high quality carpet! per month per trainee 
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the weavers in obtaining raw material, modernising their loo~s and providing marketing 

assistance. A test-check of records of these societies revealed as follows: 

. (a) Out" of 13 7 registered societies as on 1 April 1997 in Jamrnu Division, 73 

53 per cent of the 137 
registered handloom 
societies with a 
membership of 1606 were 
sick/dormant or non
traceable. 

societies (53 per cent) with a membership of 1606 weavers 

were sick/dormant or non-traceable. Of these, 51 societies 

had been ·paid assistance including loans and incentives of 

Rs 24. 80 lakh und~r the programme of modernisation of 

looms, out of which an amount of Rs 11.28 lakh (loan for 

looms and machinery: Rs 7.02 lakh; share capital loan: Rs 4.26 lakh) was recoverable from 

them at the end of March 1997. Details of loan and other financial assistance paid and 

recoverable from remaining 22 defunct societies were not available with the department. A 

large number or these societies had become sick immediately after receipt of various 

incentives such as Government share participation, share capital loan· assistance and 

loan/subsidy for modernisation of looms, which was attributed (December 1997) by 

Deputy Director Handloom Development, Jamrnu to lack of monitoring and supervision 

and non-availability of working capital. 

(b) The ~part~ent sanctions loans to various co-operative soci~ties under 

Modernisation/Purchase of.looms and Share Capital Assistance Scheme. These loans carry 

interest at varying rates' and are recoverable in IO equal Instalments. 

Against an amount of Rs 50.84 lakh advanced to different societies of 

·Jamrnu region, an amount of Rs 19.49 lakh (Principal: Rs 11:94 lakh; Interest Rs 7.55 

lakh) was recoverable as of March 1997. The department had not taken any steps for 

initiating legal proceedings agains! the defaulting societies partict,1larly against those which 

were either sick/dormant or had closed down. It was also observed in audit that there was 

no system of reconciling the amounts recovered and remitted by the subordinate offices 

with the·ledgers maintained in the office of Deputy Director, Jamrnu. 
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3.9.9.1 Audit and Inspection of co-operative societies 

The accounts of the co-operative societies were required to be audited 

annually by the Director Handloom in his capacity as Registrar. 

It was seen that audit of all the societies of Jammu region and in Random inspection 
of the societies. 

majority of the cases in Kashmir region had not been conducted. 

Non-conduct of audit was attributed (December 1997) by Deputy Director Handloom, 

Jammu to shortage of staff The inspections of societies were conducted at random 

without drawing up a · schedule so as to cover all societies periodically. The Deputy 

Directo~? Jammu stated (December 1997) that a proper schedule shall henceforth be 

drawn-up and regular inspections ensured. 

3.9.9.2 Project Package Scheme 

A Centrally sponsored Project Package Scheme .envisaging provision of 

facilities, viz. training, skill upgradation, working capital assistance, common facilities 

centres, etc. to members of scheduled castes/tribes, women, minorities and people living 

below poverty line was introduced by Government of India in 1991. The funds were to be 

shared by Central and State Governments on 50:50 basis. 

Government of India approved three projects under the scheme for Jamrnu 

and K~shmir State and released Rs 26.80 lakh (Rajouri: Rs 14.75 

lakh~ Ganderbal: Rs 5.15 lakh, Shiereen Bagh: Rs 6.90 lakh) 

between February 1994 and March 1996: The State Government, 

however, released Central share of funds (Rs 26.80 lakh) for the 

Poor implementation 
of centrally sponsored 
project package 
scheme. · 

three projects and its own share of Rs 6.90 lakh in respect of Shiereen Bagh project after 

delays ranging up to one and a half years. No State share in respect of other two projects 

was released for which reasons were not available. The delay in release of funds delayed 

implementation of the projects. Except for training programme, the other components of 

the project viz. setting up of common facility centres, skill upgradation, etc. were not 

implemented in any of the projects. In respect of Shiereen Bagh Project, funds to the tune 

of Rs 11.87 lakh, out of Rs 13.80 lakh received from Government of India/State 
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Government, had been diverted by the department to Jammu and· Kashmir, .Handloom 

Fabrics Marketing Co-operative Society. Director Handloom had ordered (January 1998) 

that the funds be obtained back from the Society and deposited in project accounts or else . 
the equivalent amount be deducted from Market Development Assistance payable to the 

Society. Further developments were, however, awaited.(November 1998). 

3.9.10 Accumulation of finished/damaged goods 

Unsofa finished goods valued at Rs 34.7(l lakh had accumulated for 

Out of Rs 34. 76 lakh worth periods ranging from 8 to 12 years in the store of test-

lfinished goods lying in_ checked offices at the end of March 1998. Of these, goods 
stores as of March 1998, 
goods valuing Rs J l.02 1akh valued at Rs 11 .02 lakh were damaged. 

damaged Steps had not been taken by the 

Directorates of these departments for early disposal of the finished goods/damaged goods 

and these continued to incur avoidable expenditure on their storage and handling, besides 

causing further deterioration in the condition of the goods lying in the store. It was further 

seen that physical verificatio·n of stores was not conducted in 13 out of 19 test..:checked 

offices for periods ranging from 1 to 19 years. 

3.9.11 Monitoring and Evaluation 

All industrial units which receive Capital Investment Subsidy (CIS) 

The activities under taken exceeding Rs 2 lakh are required to furnish arinual 

under Industries, Handicrafts audited accounts within nine months from the close of 
and Handloom sectors 
neither monitored nor 
evaluated 

the year for a period of five years from the year in wbich 

subsidy is drawn. SSI units which receive subsidy less 

than Rs 2 lakh are required to submit annually the details of registration, production 

figures, sales, employment generated, etc. No such accounts/returns were obtained from 

the concerned units. The department had also not monitored the activities and the physical 

existence of these units nor had the impact of the programme on industrialisation and 

T Handicraft Department Rs 2~.99 ~ Handloom Department Rs 8.42 lakh; ~ndustries and Commerce 
Department: Rs 0.35.lakh. 
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consequent generation of employment, etc. been evaluated. Similarly, the impact of the 

Handicrafts and Handloom sector programmes on generation of employment in the State 

had neither been assessed nor were these programmes evaluated. 

3.9.12. The above points were referred to Government in September 1998; reply 

had not been received (November 1998). 

Ladakh Affairs Department 

3.10 · Wasteful expenditure due to lack of co-ordination 

Selection of site without consulting the Wild Life Depclrtment resulted in wasteful 

expenditure of Rs 6.45 lakh on construction of a tourist complex, besides non

realisation of the objective of promoting tourism. 

With a vi~w to providing infrastructural facilities at Tso-Marari Lake in 

Leh District, a proposal for the constmction · of a tourist complex by the Tourism 

Department on the western ~ank of the lake at an estimated cost of Rs 29.86 Jakh (revised 

to Rs 41.69 lakh in June 1995) was mooted by the State Government during 1994. 

Government of India, Department of Tourism approved (March 1994) financial assistcµice 

of Rs 20.66 lakh for civil works, internal electrification, water supply and sanitation of the 

proposed project. State Government was to contribute l~d for the project and provide 

external watei: supply, electrification, approa~h road, cost of furnishifli, site development 

and fencing, etc. An advance payment or R_s 5 lakh for starting the work was released by 
. ' 

the Central Government in March 1994. ' 

The construction of the tourist complex was taken up in July 1995 by 

Executive Engineer, Sp~cial Sub-Division, Nyoma at a site identilied by the Director 

Tourism. In March 1996, when construction of 4 rooms of the complex had been 

completed up to rooflevel (expenditure: Rs 6r.45 lakh), the Wildlife Warden, Leh objected 

to the construction of proposed complex as the construction was undertaken in an area 

notified as wildlife sanctuary and in violation of the Jammu and Kashmir Wild Life Act, 
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1978. Accordingly, the work on construction of tourist complex was stopi:;ied in June 

1996. The work had. not been resumed as of August 1998. 

Thus, selection of the site without consulting the Wildlife Department 

resulted in wastefui expenditure of Rs 6.45 lakh on construction of the tourist complex, 

besides non-realisation of the objective of promoting ~ourism in the area. 

The matter was referred to the Government in June 1998; reply had not 

been received (November 1998). 

Home Department 

· 3.11 Locking up of funds and avoidable paym~nt of interest 

Injudicious action of the Department in making advance payments for purchase of 

rapid intervention vehicles before examining feasibility of the proposed purchase or 

assessing its suitability for operational requirements resulted in lqcking up of 

Government funds of Rs 2.07 crore for over three years, involVing avoidable. interest 

payment of Rs 1.28 crore by Government on funds borro:wed from Jammu and 

Kashmir Bank Ltd. 

With a view to combating inflammable liquid fires in the State, a proposal . · .. .. 

for the purchase of 3 Rapid lnt~tvention Vehicles (RIV.s) was moot~d (March 1 9~2) .by 
~ · the Director, Fire Services Srin~gar, who after obtaining sanction for advance drawal of 

. Rs 1.80 crore made payment to the Director General, Supplies and Disposals, New Delhi, 

in March 1994 for arranging procurement of the RIVs. A further amount of Rs 27 lakh 

was advanced (August 1995) to DGS&D for meeting the balance cost of machinery ba~ed 

on the global offers received by the DGS&D. 

In January 1996, the Government constituted a Board headed by Joint 

Director Fire Services, Jammu to review the tenders obtained by DGS&D and to 

undertake a technical evaluation of the proposed purchase. In his report of March 1996, 

the Chairman of the Board observed that RIV s were not required, as these were more 

appropriately used at airports, for combating aircraft fires. Consequently, the proposal for 
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purchase of these vehicles was dropped. A refund of Rs 2.07 crore was obtained from the 

Director General, Supplies & Disposals and remitted into the treasury in August 1997. 

Thus, the injudicious action of the Department in making advance 

payments, before examining the feasibility of the proposed purchase or assessing its 

suitability for combating requirements, resulted in locking up of Government funds of 

Rs 2.07 crore for over three years. Besides, for meeting its ways and means requirement, 

the State Government borrowed funds from the Jammu and Kashmir Bank Limited 

throughout the period from April 1994 to August 1997 at interest rate ranging from 16 

per cen{ to 20. 75 per cent. Had the amount not been unnecessarily advanced to the 

DGS&D, without technical evaluation, the . temporary loans obtained by Government 

would have been reduced to that extent and Government could have avoided payment of 

interest of Rs 1.28 crore on the corresponding borrowings from the Bank. 

The matter was referred to the Government/Department in June 1998; 

reply had not been received (November 1998). 
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4.1 

Works expenditure 

Irrigation and Flood Control Department 

Excess payment of interest under arbitration award due to 

calculation mistake 

Incorrect calculation of interest on the amount of arbitration award resulted in excess 

payment of Rs 5. 54 lakh. 

Const111ction of a pump house-cum-intake structure for Ranjan Lift 

Irrigation Scheme was awarded (September 1978) to a contractor at an estimated cost of 

Rs 25 .83 lakh by the Chi~fEngineer, Irrigation and Flood Control Department, Jammu for 

completion in 18 months. The work started in November 1978 could not proceed 

smoothly due to change in structural designs necessitated by soil conditions which were 

different from those actually assessed during investigation and the flash flood (March 

1981) in river Chenab washed away the ring bund constructed by the contractor and filled 

trenches with silt and water. Accordingly, the contractor stopped further work and 

claimed compensation for loss on washed away work, removal of silt from trenches, 

dewatering and escalation of prices. Consequently the matter was - referred to the 

<\rbitrator (December 1982). 

The Arbitrator gave his award (September 1985) providing that the 

Government shall pay to the contractor a total sum of Rs 17.08 lakh m full and,,final 

settlement of all the claims. The contractor was also allowed interest at the rate of 12 per 

cent on the amount awarded from the date of award (5 September -.1985) till the date of 

actual payment. The decision of the Arbitrator was challenged (1986) by the Department 

in the High Court which, however, upheld (August 1987) the judgement of the Arbitrator 

but allowed interest on compensation amount at 8 per cent only from the date of 

judgement viz. 26 August 1987. 

Test-check (October 1997) of records of the Executive Engineer, Irrigation 

Division, Akhnoor revealed that a total payment of Rs 40.37 lakh including interest was 

made on 2 September 1997, after adjusting recovery of Rs 81000 towards hire charges of 
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machinery. Interest was, however,calculated at the rate of 12 per cent instead of 8 per 

cent for the period from 26 August 1987 to 4 October 1995 as allowed by the High Court 

resulting in excess interest payment of Rs 5.54 lakh to the contractor. Responsibility for 

the excess payment of interest by the Executive Engineer had not been fixed (September 

1998). 

On this being pointed out (October 1997), the Executive . Engineer 

Irrigation Division, Akhnoor stated (October 1997) that the case was being referred to 

Chief Engineer, for necessary action. Further progress of the case bad not been intimated 
\ 

(Noveml?er 1998). 

The matter was referred to the Department/Government m May 1998; 

reply had not been received ··£'November 1998. 

4.2 Improper planning in execution of Subsidiary 

Lift Irrigation Scheme Raya 

Without obtaining administrative approval, Subsidiary Lift Irrigation 

Sch~me, Raya (estimated cost: Rs 3.15 crore) was taken up for execution in July 1981 for 

compl~tion in three years. The scheme envisaged irrigating 1100 hectares of dry land, 

lying in the rural and backward · area above Tawi canal on northern side of National 

Highway between Tarore and Aik Nallah. The work on the scheme, was suspended (July 

I 984) under the orders of the then Works Minister and ~ expenditure of Rs 20.09 lakh 

had been incurred on it up to March 1985. The work was resumed subsequently and its 

cost revised to Rs 7. 03 crore in 1991 and again to Rs 10 .4 5 crore in 1997. The scheme 

was expected to be completed by March 1998. A test-check (November/December 1997) 

of records of the scheme revealed as under: 
~ 

(a) The scheme had not been completed CN<?vember 1998) despite expenditure 

of Rs 6.48~ crore incurred up to March 1998 and time over run of 14 years. Funds 

aggregating Rs 2.57 crore and Rs 3.70 crore had been spent on civil° works and 

' Include Rs 0.21 crore spent on miscellaneous items. 
• Main ~nal, distribution system, cross drainage works: Rs 2.30 crore; Pump house/intake structure: 

Rs 0.27 crore. · 
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mechanical·' works respectively up to March 1998 involving cost over run of Rs 1.01 

crore (65 f JtT cenl} in respect of civil works and Rs 2.18 crore ( 143 per cent) on 

mechanical works over the original estimated cost of Rs 1.56 crore and Rs 1.52 crore 

respectively. The ph~sical achievements were, however, 76 per cent in respect of delivery 

tank, 40 per cent in respect of distribution system, 70 per cent in respect of main canal and 

92 p~r c!'11t in resr~ct of ri sing main. Thus due to deiay in completion of the main canal, 

disrr=lJul on ystem irnd the rising main, investment of Rs 2. 96 crore on purchase of 

pumpsets (Rs 1.78 c:ore), construction of pump house (Rs 0.25 crore) and cross drainage 

(Rs 0.93 crore) had been rendered idle. The delay in the laying of rising main was mainly 

due to fail ure of the dej)artment to acquire the required materials (pipes, joints, etc.) in 

time. Improper project planning and lack of prioritisation in execution/implementation of 

various component-./ sectors of the scheme resulted in non-utilisation of the infrastructure 

created and the scheme with the inherent advantages of smaller capital outlay, short 

gestation period and easy mobilisation of labour, had not been completed even 17 years 

after its taki t•t up. The exp·enditure of Rs 6.48 crore incurred up to March 1998 was 

therefore rendered unfruitful. 

{b) A crossing under the railway track was to be provided at KM 82/7 Jarnmu-

Pathank t l t11c· for laymg the rising main of the s~heme. In November 1988, the EA:ecutive. 

Engineer Tawi Canal Construction Division submitted the requisite site plan to the Deputy 

Chief Engineer Railway, Jammu for seeking detailed drawing and estimate for 

construction of the Railway crossing. Estimates for Rs 7.64 lakh, received in December 

I 99 I by the Chief Engineer R TIC were approved by him in March 1992 with directions to 

make payment to the Railway authorities. Though the hand receipts for the amount were 

submitted by the Executive Engineer in July 1992, the Deputy Financial Advisor and Chief 

Accounts Officer forwarded the demand draft for Rs 7.64 lakh in February 1993 to the 

Senior Divisional Accounts Officer, Northern Railway, Ferozpur. This was neither 

received nor acknowledged by the Railway authorities. However, after obtaining a non-

--- --------
11. Rising main includmg layi ng and purchase of pumps, motors and electric sub-station: Rs 3. 70 crore. 
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payment certificate from the Bank, a fresh draft for the amount wa~ delivered after a lapse 

of over one year in May 1994 through a special messenger. Meanwhile, the Railways 

revised the estimates and the cost of the work was assessed at Rs 9 .69 lakh. The balance 

amount of Rs 2.05 lakh was paid by the Department in December 1994 (Rs 88000), 

August 1995 (Rs 32000) and July 1996 (Rs 85000). The work was completed in April 

1997 at a total cost of Rs 9.69 lakh. 

Failure of the Department to take action for ensuring timely payment to the 

Railway authorities, resulted iri avoidable expenditure of Rs 2. 05 lakh on account of cost 

escalation, besides, delay in the laying of rising main. 

( c) Though the Project Reports did not identify the requirement of land for 

the project, the Executive Engineer, TCC Division, Jammu stated (February 1998) that 

81 .12 acres of land were. required for the pmject against which 22.5 acres only had been 

acquired up to February 1998. An advance of Rs 10.58 lakh, had been paid for this 

purpose to the Land Acquisition Officer, Kathua up to October 1997. The records of Land 

Acquisition Officer however, showed that land acquired was 36.93 acres, for which 

advance of Rs 32.75 lakh had been paid during the period 1989-90 to 1996-97. Of.this 

Rs 12.94 lakh had been disbursed to land owners and Rs 19.81 lakh were deposited under 

Civil Deposits, reportedly on account of internal disputes of·land' owners. The variation in 

two sets of figures, had not been reconciled~ (February .1998). This indicates lack of co

ordination arid inadequate internal contr9Js. The reasons for abnormal delay in the 

acquisition of land, required for completion of remaining portion of rising 

main/distributaries were not intimated. The non-acquisition of land was likely to further 

delay the completion of the project. 

· The above points were referred to the Government/Department in July 

1998; reply had not been received (November 1998). 
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Power Developmen( Depart~ent 

4.3 Idle investment and loss due to inaction of the Department 

Inaction of the Department to get the balance wqrk completed either departmentally 

or through any other agency at the risk and cost of backed out firm resulted in idle 

investment of Rs 26.53 lakh for over eight y~ars. The Department also incurred loss 

of Rs 3. 17 lakh in the shape of damage' to works because of failure to arrange watch 

and ward. 

' Chief Engineer, Electric Maintenance and Rural Electrification Wing, 

(EM&RE) Srinagar awarded (June 1988) the work of providing street lighting along 

Indira Gandhi Road from New Airport, Srinagar to Rambagh Bridge on turnkey basis to a 

Jullandhar based firm at a cost of Rs 50.64 lakh for completion in six months. The firm 

started the work in September 1988 after drawing up an agreement but abandoned the 

work soon after receiving payments aggregating Rs 29.70 lakh between November 1988 

and December 1989. The payment made to the firm represented 90 per cent of the cost of 

equipment (M.S. Poles; Sodium vapour bulbs; PVC cable, etc.) supplied by it, up to July 

1989 and erection charges there°for. 

Test-'check ' '(November 1994/0ctober 1997) of records of Executive 

Engineer, Electnc Maintenance Division -Il, Srinagar revealed that despite issue of 

reminders .from time to time. the firm had not resumed · the balance work. While the basis 

for extending the contract beyond the stipulated period of six months was not available 

from the records, it was seen that the left over work was not undertaken departmentally, 

as directed by the Chief Enginee~, EM&RE Wing in Septembet 1991 , or through some 

other agency at the lost and risk of the firm as per terms of allotment. Action for imposing 

~nalty up to l 0 per cent of the total value of contract and forfeiting the security 

deposit/bank guarantee of Rs 2.54 lakh available with the Department/Division was also 

not taken (March 1998).The reasons for these lapses were not intimated. Following 

further po~ts were also noticed: 
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(i) As per contractual terms, storage and safe custody of material-at-site was 

the responsibility of the firm_ However, due to failure of the Department to ensure 

adequate supervision and control over the material supplied by the firm for executing the 

work for which 90 per cent payment had been made, materials costing Rs 2.94 lakh 

stored by the firm in a private building were retained by the owner of the building pending 

settlement of his rent claims with the firm_ Latest position relating to the recovery of 

material from the house owner was awaited (November 1998)_ 

(ii) In absence of proper watch and ward arrangements, material worth Rs 3. 17 

lakh was-found damaged or lost, the responsibility for which had not been fixed. 

(iii) Bank guarantee for Rs 2.54 lakh provided by the firm as security for 

successful execution of the contract had lapsed as the same was not got revalidated in time 

to safeguard departmental interests. 

Thus, due to inaction of the Department to complete the balance work 

either departmentally or through any other agency at the risk and cost of the firm, and its 

failure to arrange watch and ward of the alrc.ady executed work. the investment of Rs 

26.53 lakh on the work was rendered idle. Besides, the department also suffered a loss of 

Rs 3 _ 17 lakh due to damages to the works as necessary arrangements for watsh and ward 

had not been made. 

The matter was referred to the GoverrunentJDepartment in May 1998; 

reply had not' been received (November 1998). 
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4.4 Locking up of funds and unfruitful expenditure due to 

delay in construction of building 

Release of funds by the Department for construction of an office complex 

without according Administrative approval resulted in locking up of Rs 

17.51 lakh for over 7 years, besides rendering expenditure of Rs 2.49 lakh, 

incurred on preliminary items of works unfiuitful. 

A proposal to construct an office complex for the Power Development 

Department at Railway Road Jammu, at an estimated cost of Rs 7 crore, ~as mooted by 

the Government during the year 1991 . Though the technical and Administrative approval 

to the work had not been received, Power Development Commissioner released (March 
• 

1991) Rs 20 lakh to the Executive Engineer Transmission Line Construction Division, 

Jammu for the construction of the complex. 

The Division incurred expenditure of Rs 2.49 lakh, between April 1991 and 

December 1993 on soil testing, preparation of designs and conceptual_ model and initial 

drawings and the unspent balance of Rs 17. 51 lakh was retained as public works Deposit. 

The model and designs of the proposed complex were approved _(April 1992) by a 

committee constituted by the. Government. Administrative approval for the constru9tion of 

the complex was, however, awaited as of September 1998 and construction work had not 

commenced. 

Thus, release of funds without according. Administrative approval to~ the 

work resulted in locking up of funds of Rs 17. 51 lakh for over 7 years which could have 

been utilised on other developmental works. The expenditure of Rs 2.49 lakh incurred up 

to December 1993 on various preliminary works also proved unfiuitful. 

The matter was referred to the Government in June 1998~ reply had not 

been received (November 1998). 
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4.5 Unfruitful investment due to non-rectification of defects in 

Power transformer 

~ . 

Failure of the Department to commission the transformer during its 

warranty period and lack of concerted action to get tqe transformer 

repaired resulted in idle investment ofRs 14.25 lakh. 

Orders for desi~ manufacture, assembly and supply of six 16.~6 MV A, 

single phase power transformers for Grid Station Pampor~ were placed (March 1985) by 

Chief Engineer, Electric Planning and Designs, Jammu with Bharat Heavy Electricals 

Limited (BHEL) Bhopal. The transformers received.in March 1986 at a cost of Rs 85.50 

-lakh were guaranteed against defective design, sub-standard material or bad workmanship 

for a period of 12 months from the date of commissioning or 18 months from the date of 

despatch, whichever was earlier. 

Of the six transformers, one transformer (warranty period up to September 

1987) which was a stand by, was test commissionedl.charged in November 1987 which 

indicated some defects and could not be commissioned. The transformer was got 

inspected (September 1989) by an engineer of the firm who suggested further 
: 

investigation/repairs at the Jhansi Plant of the firm. No further action was taken till July 

1992 when the Department took up the matter with BHEL. As the faun in the transformer 

had b~n reported after its warranty period, the firm ,dema1lded an open order for 

investigatio~repair of the transformer on chargeable basis. The Executive Engineer 

Transmission Line Maintenance Division-II requested the Company_ .pnly in August 1995 

to send detailed offer for carrylng out repairs. The firm suggested (August 1995) 

.transportation of the transformer to Jhansi through its approved transporter and deputing 

a departmental representative for inspection and obtaining offer for repairs. The Chief 
' 

Engineer, System~ ~d Operation Wing, Power Development Department approved 

despatch of the transformer to Jhansi Plant only in August 1996. The defective 
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transformer had not, however, been repaired as the arrangements for its carriage to Jhansi 

could not be finalised as of June 1998. 

Thus, failure of the Department to get the transformer test-commissioned 

during the wan:anty period and lack of concerted and positive action for getting the same 

repaired over a period of ten years resulted in .the investment of Rs 14.25 lakh (workeQ 

out on proportionate basis) on the purchase of transformer proving unfruitful, besides 

incidence ofunassesse~ avoidable liability on repair..charges. 

The matter was referred to the Government/Department in June 1998; 

reply had not been received (November 1998). 

4.6 

Public Works Department (R&B) 

Avoidable extra expenditure due to' non-supply of 

departmental material 

Failure of the Department to ensure supply: of blasting material/ 

equipment to contractors for widening of two roads resulted in 

avoidable extra expenditure of Rs 5.09 lakh. 

Construction and widening of two roads taken up by ·Public Works 

Department, Kashmir without first ensuring the availability of blasting matetial required 

for the execution of these works ·resulted in avoidable · extra expenditure of Rs 5. 09 lakh 

besides delay of 4 to 6 years in the completion of these works as"discussed below: 

(a) The work of widening ofLatsum Karit road in the reaches of l~thKM was 

awarded (June 1994) by the Supefintending Engineer, PWD Circle, Kargil to a contractor 

at his tendered cost of Rs 3.24 lakh for completion by November 1994. The work 

involved excavating soil including hard rock for which blasting material was to be 

provided by the R & B Division No. II Kargil under whose jurisdiction the execution of 

work was undertaken. The contractor, however, started the work in September 1995 after 

a delay of 14 months due to change in the alignment of road (after its allotment) 
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necessitated due to objections raised by the public regarding possible damage to adjacent 

minor irrigation canals. After executing the work up to the value of Rs 83000 and 

receiving payment thereof, the contractor abandoned it (December 1995) due to non

supply_ of the blasting material by the Division. In response to the notices issued by the 

Division between December 1995 and April 1996 for .resumption/completion of the 

balance work, the contractor demanded (April 1996) 35 per cent appreciation over the 

agreed rates due to increase in labour cost. Though the Executive Engineer of the Division 

recommended (August 1996) execution of the balance work by the original contractor at 

his appr~ciated rates, being economical as compared to market rates, the Superintending 

Engineer retendered the work and allotted it. to another contractor in October 1996 at the 

tendered cost of Rs 5. 50 lakh. As of October 1997, balance work to the extent of 76 per 

cent had been completed for which payment of Rs 4.15 lakh was released to the second 

contractor. Had the balance work been got executed by the original contractor, it would 

have cost Rs 3 .25 lakh only even after allowing the appreciation of 35 per cent demanded 

by him. Reasons for not allotting the balance work to the original contractor were neither 

placed on record nor intimated. 

Thus, del~y in taking up the work initially and subsequent failure of tHe 

Division to ensure supply of blasting material to the first contractor resulted in extra 

avoidable expenditure of Rs 1. 7 4 lakh which would increase further on completion of the 

work. 

(b) Superintending Engineer, PWD Circle, Kargil allotted the work of 

construction of 12th KM of Kakshow road to a contractor in August 1992 at an estimated 

cost of Rs 3.23 lakh for completion in one working season i.e. up to November/ December 

1992. The contractor started the work in October 1992 but abandoned it in December 

1992, after receiving payment of Rs 18000 for the work done (50"1- .15 cum), owing to 

non-supply of blasting material/equipment by the R&B Division No. II, Kargil. 

After a lapse of about 2 years, the balance work was split up in two 

sections viz. RD 0-500 and RD 500-1000 and after retendering (September 1994) was 
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allotted (October 1994) by the Superintending Engineer to two contractors (one of whom 

was the contractor who had backed out) at the tendered cost of Rs 3.14 lakh and Rs 3.60 

lakh respectively. The balance work was, however, completed at a total cost of Rs 6.15 

lakh which included Rs 18000 spent on clearance of slips, etc. Reasons for the delay in 

retendering/reallotting the balance work were neither placed on record · nor intimated to 

Audit. 

Thus; ·failure of the Division to ensure availability of blasting' material/ 

equipment to the original contractor before awarding the work and delay of two years in 

reallotting the balance work, resulted in avoidable extra expenditure of Rs 3.35 lakh based 

on the actual qrantities (7478.54 cum) executed. 

The matter was referred to the Department/Government (May 1998); reply 

had not been received (November 1998). 

Ladakh Affairs Department 

4.7 Loss due to unplanned purchase of stores 

Unplanned purchase of sealing compound by the Igo-Phey Division Leh during the 

period from November 1992 to June 1994 resulted in loss of Rs 24. 70 lakh to 

Government. 

The Executive Engineer, Igo-Phey Irrigarion Division, Leh procured 130 

tonnes of sealing compound during the period from November 1992 to June 1994 at a 

cost of Rs 53 .56 lakh. The purchase of sealing compound was made for filling the joints in 

cement concrete lining of 43 Km long Igo-Phey Irrigation Canal. 

Scrutiny of the records (August 1996) revealed that out of 130 tonnes of 

sealing compound purcpased, 60 tonnes of the compound had remained unutilised an,d was 

lying in stock. The Divisional Officer stated (August 1996) that the material would be 

utilised for the lining work of canal beyond RD 25000 metres up to 43000 metres, where 

the works w~re in progress. A further review of the case in July 1997, however, revealed 

that the scope of the extension of Igo-Phey Canal beyond Km 25 had been changed 
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(August 1994) from llCC lining to pitching and grouting and thus, the leftover quantity of 

60 tonnes of sealing compound (value: Rs 24.70 lakh) became surplus to the requirement 

of the Division. 

The Executive Engineer had informed (August 1994) the Superintending 

Engineer, PWD Circle, Leh that only a small quantity of the compound would be required 

by the Division and had requested him for examining the possibility of utilisation of the 

compound by the sister divisions at Leh or in Kargil Circle to prevent expiry of the 

compound as its shelf-life was only 2 years and thus, a~oid loss to Government. However, 

no further quantity was issued or utilised after March 1994. 

Thus, inadequate technical examination at the initial .stage led to unplanned 

procurement of the sealing compound in excess of actual requirement initially and 

subsequent failure of the .Department to ensure its utilisation on other Government works 

resulted in loss of Rs 24. 70 lakh. Responsibility for the loss had also not been fixed 

(November 1998). 

The matter was referred to the Department/Government (May 1998); reply 

had not been received (November 1998). 

4.8 

Public Health Engineering Depart~eot 

Unproductive investment OD construction of sump tank 

Failure ' to construct pump-cum-sWi~<(h roGm simultaneously with the sump 

tank at Channi-Himmat, Jammu by the Department resulted in unproductive 

investment of Rs 6.66 lakh. 

The Superintending Engineer, Public Health Engineering, Jammu allotted 

the work of construction of 1.30 lakh gallon capacity RCC sump tank (estimated cost: Rs 

4 lakh) and pump-cum-switch room (estimated cost: Rs 5 lakh) at Channi-Himmat, Jammu 

to a contractor in November 1989 and June 1990 respectively. The works to be completed 
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within four months from the dates of allotment envisaged augmenting drinking water 

supply to certain identified scarcity areas. 

The construction of sump tank was, however, taken up by the contractor 

only in November 1990, due to delay in the finalisation of designs by the Department. 

After executing the work for Rs 6.66 lakh (95 per cent) up to 1993-94 the contractor 

abandoned the work, reasons for which Were not available on records. The construction of 

pump-cum-switch room had not been taken up as .of April 1998. Action to get the work 

completed either through original contractor or by another agency at the risk and cost of 

the original contractor had not been initiated as of October 1998. 

Scrutiny of the records of Public Health Master Plan Division, Jammu 

(December 1995/January and April 1998) revealed that though the contractor had 

abandoned the work of construction of sump tank in 1993-94 and failed to take up 

construction of pump-cum-switch room, the Department released balance payment of 

Rs 1.19 lakh to him in March 1994, which should have been withheld. The security 

deposit (Rs 18000) of the contractor had also not been forfeited for his failure to complete 

the works, as also stores worth Rs 9000 lying with him were not returned ·by him. On this 

being pointed out in audit, .the Executive Engineer stated (January/ April 199S) that the 

cost of departmental- material would be recovered from the deposit (Rs 18000) of the 

contractor lying with the Department. 

Thus, fatture of the Department to provide the designs to the contractor in 

time resulted in cost over run of Rs 2.66 lakh up to April 1998, which was likely to go up 

on the completion of the balance 5 per cent work. Responsibility for delay in finalising the 

designs had not been fixed. Furt~er, failure to get the construction of pump-cum-switch 

room completed rendered the investment of Rs 6.66 lakh made on the construction of 

sump tank unproductive for over four years, besides non-realisation of the envisaged 

objective of augmenting drinking water supply to scarcity areas. 

The matter was referred to the Government /Department in May 1998; 

reply had not been received (November 1998). 
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Public Works Department 

5.1 Stores Management in Public Works Divisions 

5.1.1 Introduction 

Public Works Divisions (Roads and Buildings) of the Public Works 

Department are responsible for construction and maintenance of roads, bridges and 

Government buildings in the State. These divisions obtain their requirement of 

construction materials like cement, steel and asphalt from Stores Procurement Department 

(SPD). For efficient material management, the divisions are required to ensure proper 

inventory control over the materials in stock till these are finally consumed or disposed of 

otherwise. 

5.1.2 Organisational set-up 

The overall administrative control over the divisions, which are the primary 

executing units, is exercised by Superintending Engineers at the District level and Chief 

Engineers (R&B), Jammu and Srinagar at the Provincial level respectively. The Executive 

Engineers are responsible for assessing requirement of stores, their acquisition, custody 

and distribution/~ispo_sal at the division level. 

5.1.3 Audit coverage 

Stores and stock accounts of 1 ox divisions ( 5 each in Jammu and Kashmir 

Divisions), out of a total of 39 divisions in the State, pertaining to the period 1992-93 to 

1997-98 were test-checked in audit during December 1997 to April 1998. The important 

points noticed are contained in the succeeding paragraphs. 

5.1.4 Highlights 

• Stores valued at Rs 1.64 crore were purchased in absence of any firm 

requirem~nt by 5 Jammu based divisions and Rs 3.35 crore were advanced by 9 

divisions (Jammu: 5; Kashmir: 4) to various Government companies/semi-

Kashmir Division: R&B Project Division-I, ll and Ill, Srinagar. R&B Bridge Division. Lal 
Mandi, City Roads Division, Srinagar; Jam.mu Division: R&B Construction No: I and III 
Jam.mu, R&B Division, Udhampur. Rajouri and Kathua. 
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Government bodies to avoid lapsing of budget grant during the years from 1992-

93 to 1996-97. 

(Paragraph: 5.1.5) 

• Between 19 and 73 per cent of the indented quantities were lifted by the divisions 

from Stores and Procurement Department, during the period from 1992-93 to 

1995-96. This resulted in non-realisation of the objective of centralised purchases 

for ensuring Qll!llity control and purchase of stores at economical rates. Extra 

expenditure of Rs 21.78 lakh was incurred by 5 divisions on purchase of cement 

from other agencies at higher rates. 

(Paragraph:5.l.6.l (i)) 

• Advance payments aggregating Rs 6.33 crore were made to Government 

companies/ur dertakings during 1992-93 to 1997-98 for supply of cement without 

obtaining sanction of the competent authority. Cement supplies valued at 

Rs 19.36 lakh had not been received against these payments as of September 

1998. 

(Paragraph: 5.1.6. l(ii)) 

• The value of stocks held in excess of the prescribed stock reserve limit ranged 

between 111 and 161 per cent at the end of each year during the years from 

1992-93 to 1997-98. 

(Paragraph: 5.1.6.2.(i)) 

• Material valued at Rs 27.44 lakh lifted by the R&B Construction Division-ill 

Jammu from the SPD Jammu during February 1995 to March 1997 had not 

been accounted for in the books of the former as of March 1998. 

(Paragraph: 5.1.6.3.(ii)) 

• Material valued at Rs 81.78 lakh issued for use on different works in 5 test

checked divisions was outstanding as of September 1998 against 32 Junior 

Engineers who had been transferred/relieved between 1992-93 and 1997-98. 

(Paragraph: 5.1.6.3 (v)) 
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5.1.5 Financial outlay and expenditure 

Against the allocation of Rs 18. 85 crore during the. period 1992-93 to 

1997-98 for procurement of stores in 10 test-checked divisions, expenditure of Rs 1 7 .17 

crore was incurred during the period. There was shortfall of 16 per cent in expenditure, 

during 1996-97, reasons for which were not intimated. Following further points were 

noticed. 

Financial rules provide that purchase of stores for public service be made in 

accordance with definite requirements. The rules Stores valued Rs 1.64 crore 

also forbid, drawal of funds not required for 

immediate utilisation, with a view to prevent lapsing · 

{)f budget grants. During the years from 1992-93 to 

purchased without any 
requirement and utilised 
subsequently on works other than 
those for which purchased 

1996-97, stores valued at Rs 1.64 crore were .purchased by 5 divisions in the Jammu 

Division at the fag end of respective years by debit to various works without any actual 

requirement for those works. These stores were subsequently utilised in the following 

years on works other than those for which material was purchased. 

Similarly, advance payments aggregating Rs 3.35 crore were made by 9 divisions 

(Jammu: 5; Kashmir: 4) to various Government companies/s~mi-Government bodies at the 

fag end of each year from 1992-93 to 1996-97, against which Advance drawals of Rs 
3. 35_.crore .. made to 

either part supplies or no supplies were rec~ived in the relevant avoid lapsing of budget 

years. Consolidated information regarding advance payments '""'~'--a_nt_. ______ _.. 

made, supplies received thereagainst and amounts outstanding 

with their age-wise analysis was not maintained by respective divisions. This resulted in 

blocking of funds to the extent of Rs 3.35 crore . .. 
5.1.6 . 

5.1.6.1 

Material management 

Procurement of cement 

As per the standing arrangement, the SPD 'is responsible for centralised 

purchase of material and its supply to the R&B divisions for which funds are advanced by 
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respective divisions out of the budget allotments made for the purpose. Following 

irregularities were noticed in procurement of cement: 

(~) Short-lifting of cement from Stores Procurement Department 

The quantity of cement indented by the quef Engineer R&B Division, 

Jammu with SPD Jammu on the basis of demand projected by the R&B divisions and th~t . 
lifted by them during the period from 1992-93 to 1995-96 revealed that the cement lifted 

by them represented only 19 to 73 per cent of the quantities indented during the period In 

the 10 test-checked divisions it was seen that cement procured from SPD during the years 

1992-93 to 1997-98 constituted 28 to 75 per cent of the total cement purchased by these 

divisions during the period. 

It was further seen that 5 test-checked divisions of Jammu region had 

procured I. 31 lakh0 bags of cement during 1992-93 to 1997-98 from o~her agencies at 

Extra expenditure of 
Rs 21. 78 lakh on 
purchase of cement 
at higher rates. 

rates higher (ranging between Rs 121 ·and Rs 180.63 per bag) 

than those at which it was available ~om SPD (Rs 113.31 to 

Rs 163 per bag) involving an extra expenditure of Rs 21. 78 lakh. 

In reply to an audit query it was stated by the concerned Executive Engineers that non

availability of cement with .the SPD necessitated its purchase from other sources. The 

reply is not, however, tenable as it was observed in test-check that cement was available 

with SPD for catering to the requirements of the Department. There was thus no 

justification for purchases from other agencies and these divisions caused a loss to' 

Government of Rs 21 . 78 lakh. 

(ii) Irregular payment of advances to suppliers 

Financial rules of· the State Government provide that approval of the 

Irregular advances of 
fts 6.33 crore paid to 
various suppliers for 
purchase of cement. 

Administrative/Finance Department shall be obtained before 

making advance payments to suppliers against supply of stores 

contracted. In contravention of these provisions, the Executive 

R&B DiYision-1. Jammu: 18800 bags: R&B Division. Udhampur: 33000 bags: R&B Division. 
Kathua: 30000 bags: R&B Division. Rajouri : 40700 bags: R&B Division-III. Jammu: 8000 bags. 
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Engineers of the test-checked divisions had made advance payments aggregating Rs 6.33 

crore for purchase of cement during the years 1992-93 to 1997-98 to Government 

Companies/Undertakings, without obtaining the sanction of the competent authority. 

Again~t these payments, cement valued at Rs 19.36 lakh had not been received by the 

divisions as of September 1998. No responsibility had been .fixed, for the lapse. 

5.1.6.2 

(i) 

Inventory control 

Excess over stock reserve limit 

To prevent locking up of funds m excessive stores and simultaneously 

ensuring·· availability of adequate stocks for use on works, 

a monetary limit for stock reserve for each division is 

prescribed by the Government. In the test-checked 

divisions, stocks were held in excess of tne stock reserve 

Between 111 and161 per 
cent of stores held in excess 
of sanctioned stock reserve 
limit. 

limit of Rs 1. 11 crore fixed by the Government with excess ranging between 111 and 16 1 

per cent at the end of each year from 1992-93 to 1997-98. The excess, over sanctioned 

limit, had not been regularised as of September 1998. 

(ii) Physical verification of stores 

Physical verification of stores/stock articles is required to be conducted at 

least once every year and discrepancies, if any, noticed, investigated and brought to 

account immediately thereafter. Physical verification of stores for the years 1995-96 and 

1996-97 had not been conducted in R&B Project Division No.I, Srinagar. In R&B 

divisions, Udhampur, Kathua and Construction Division No.II, Srinagar though physical 

verification of stores for the year 1996-97 had been conducted (June/July 1997), 

excess/shortages for the year had not been worked out as of September 1998. 

5.1.6.3 Store accounts 

Rule 93 of the Public Works Account Code strictly prohibits fictitious 

adjustments in stock accounts such as debiting to a work the cost of material, not required 

or in excess of actual requirement, writing back of the value of materials used on works to 

avoid excesses over outlay/appropriation, etc. The rules also provide that the value of 
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material issued to a work be immediately brought to account and no liabilities be carried 

forward to subsequent years and that both debits as well as credits be reflected in the 

monthly account, so that the balance in the accounts represents the book value of material 

in stock. Test-check of the records, however, revealed the following points: 

(i) Non-adjustment of store accounts and carry forward of liabilities 

to subsequent years 

Accoi.lnts of the eight9 divisions (Jammu: 5; Kashmir: 3) revealed that 

material valued at Rs 1.23 crore (Jammu: Rs 44.96 lakh; Kashmir: Rs 78.34• lakh) issued 

to different works during the years 1992-93 to 1996-97 had not been debited to relevant 

works as of January 1998. Non-adjustment of the cost of material in the year of issue 

resulted in carry forward of liabilities to subsequent years, besides understatement of 

expenditure on the works in the relevant years. 

While the two Srinagar based divisions attributed (April 1998) the non

adjustment of cost of material in the relevant years to non-availability of funds, no reasons 

were furnished by the remaining divisions. Carry forward of liabilities to subsequent years 

apart from being in violation of rules indicated absence of expen<Aiture control mechanism 

in the divisions concerned. 

(ii) Non-accounting of material 

Material# valued at Rs 27.44 lakh lifted by R&B Construction Division 

No.Ill, Jammu during February 1995 to March 1997 from Stores Procurement 

Material valued Department, Jammu had not been accounted for in its books ~s of 

R.s 27.44 lakh not March 1998. On this being pointed out in audit, the Executive 
accounted for in the 
books. Engineer R&B Construction Division No.III, Jammu stated 

(March 1998) that the case was under investigation. Further progress in the matter was 

awaited (November 1998). 

8 R&B Divisions-III &IV, Jarnmu; R&B Divisions, Udhampur, Rajouri, Kathua; City Roads Division, 
Srinagar; R&B Project Division-I, Srinagar; R&B Division, Sopore. 
·Includes material valued at Rsl8.49 lakh issued to works by City Roads Division, Srinagar during 
1987-88. 
# Asphalt: 186.86 MT: B.Awire 5 Mf; Tor steel of 10, 12 and 16 mm specification: 48.51 MT. 
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(iii) Fictitious adjustment of stores 

The R&B Construction Division No.ill, Jammu adjusted credits of Rs 

16. 9 5 lakh and debits of Rs 15. 80 lakh as minus debits and minus credits respectively in 

the monthly accounts during the period from 1992-93 to 1996- Fictitious adjustment of 
stores resulted in 

97, . thereby understating the debit balance under the head understatement of 

'stock suspense' Similarly, R&B Construction Division expenditure of Rs 5.12 
lakh under stock 

No.ID, Srinagar minus credited Rs 5.12 lakh to ' stock suspense. 
suspense' by credit to various works in March 1997. This 

fictitious accounting resulted in understatement of expenditure under 'stock suspense' 

thereby enabling the said divisions to incur additional expenditure in excess of the budget 

provisions which was concealed in the accounts. 

(iv) Non-reconciliation of value accounts of stock 

Value of closing stock in the divisional monthly stock accounts, current for 

the last month of a financial year is required to be reconciled with the corresponding value 

of stock articles as worked out with reference to Priced Store Ledger. The reconciliation 

of value accounts could not be reviewed in audit as the Priced Store Ledgers in all the I 0 

test-checked divisions had either not been. maintained or not closed annually, despite the 

omission having been pointed out repeatedly ~n the annual Audit Inspection Reports. As ·a 

result of the improper/non-maintenance of the value accounts, ac;curacy af the stock 

accounts could not be vouchsafed. 

(v) Material-at":'Site accounts 

Material issued to works has to be accour:ited far properly and its 

quantitative accounts showing receipt, issue and balance, kept Material valuing 
Rs 81. 78 lakh 

i.n the Register of Material-at-Site accounts, so as to watch the outstanding against 32 

utilisation of principal items of material, with reference to the Junior Engineers. · 

estimated requirements. In 5 test-checked divisions material 

valued at Rs 81 . 78 lakh (Jammu: Rs 69.82 lakh; Kashmir: Rs 11 .96 lakh) issued for use on 

different works was outstanding as of September 1998 against 3 2 Junior Engineers who 
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had been transferred/relieved between 1992-93 and 1997-98 from their respective 

divisions. No action had been taken by the divisions for effecting recovery/adjustment of 

the outstanding amounts as of September 1998. 

5.1.64 Cash and personal securities not obtained from storekeepers 

Cash and personal securities of Rs 2000 and Rs 20000 respectively have to 

Cash and personal 
securities of Rs 3. 30 
lakh not obtained 
from 15 
storekeepers. 

be obtained from the persons entrusted with the custody and 

handling of Government ~tores. It was, however, observed that 

the securities amounting to Rs 3.30 lakh were not obtained from 

15 storekeepers of 7 divisions. 

Further, 14 store keepers in 9 divisions held the charge of the stores for 

periods ranging between 21 '2 years and 5 years as of March 1998 against a maximum of 2 

years prescribed by the Government. 

5.1.6.5 The above points were referred to Government in July 1998; reply had not 

been received (November 1998) 

5.2 

Public Health Engineering Department 

Idle investment due to purchase of stores in excess of 

requirements 

Purchase of stores in 'excess of immediate requirements by the Public Health 

Engineering Division Sopore and Irrigation Division Baramulla between 1990-91 

and 1995-96 resulted in idle investment of Rs 24. 52 lakh for a period ranging from 

3 to 7 years. 

Rule 8.4 of the Jammu and Kashmir Financial Code provides that a 

Government servant who has to purchase stores for public service should ensure that 

purchases are made in accordance with definite requirements of the public service and in 

most economical manner. The rules also provide that purchase of stores in advaP.ce of 

requirements involves locking up of Government money and is, therefore, not desirable. 

Test-check (November 1997) of records of the Executive Engineer, Pl:lblic 

Health Engineering (PHE) Division, Sopore revealed that the Division procured 2.35 lakh 
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Sft of crate mesh, 1. 18 lakh Sft of chain link fencing and 25 tonne's of angle iron at a cost 

of Rs 24. 98 lakh between March 1993 and February 1994 for utilisation in various water 

supply schemes. Of Lhese, only 73024 Sft of crate mesh, 3310 Sft of chain link fencing and 

1.003 ·tonnes of angle iron (total cost: Rs 3.77 lakh) only were utilised up to November 

1997 and the remaining material (cost: Rs 21 .21 lakh) was 'lying in open in the premises of 

divisional stores. The Division further purchased 10 tonnes of mild steel flat iron at a cost 

ofRs 1.75 lakh between March 1995 and June 1995, of which 9.567 tonnes (cost: Rs 1.67 

lakh) had remained unutilised as of November 1997. No action was taken for the disposal 

of these stocks either by sale or transfer elsewhere for their gainful utilisation. On this 

being pointed out (November 1997) in audit, the Divisional Officer stated (November 

1997) that the material was procured on the basis of requisitions made by the sub

divisions, which could not be lifted by them, due to disturbed conditions in the valley. The 

reply of Divisional Officer is not, however, tenable as the ground situation was already 

known to the division when the purchases were made, and the actual requirement could 

have been assessed accordingly. No action had been taken by the division against the 

defaulting sub-divisions for not lifting the indented stores. 

1!1 another similar case, test-check (September 1997) revealed that 

Executive Engineer, Irrigation Division, Baramulla purchased 18800 13 square feet of chain 

link fencing during the years from 1990-91 to 1995-96 at a cost of Rs 1. 64 lakh which had 

remained unutilised and was lying in the Divisional stores as of October 1997. 

Thus, purchase of stores in excess of immediate requirements by the 

Executive Engineer PHE Division, Sopore and Irrigation Division, Baramulla and their 

non-utilisation resulted in idle investment of Rs 24.52 lakh for the period ranging between 

3 and 7 years. 

The matter was referred to Government in May 1998; reply had not been 

received (November 1998). 

ll 1990-91 : 4800 Sft, 1991-92: 5000 Sft, 1995-96: 9000 Sft. 
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5.3 Persistent shortages in stores due to non-observance of control 

mechanism 

Lack of supervision and control over the management of stores resulted in shortage 

of stores worth Rs 9.06 lakh in Water Supply Master Plan Division Jammu. 

Physical verification of stores of Water Supply Master Plan Division, 

Jammu for the year 1994-95 was conducted in September 1995 by an Assistant Executive 

Engineer norninated"·for the purpose, simultaneously with . the transfer/handing over of 

charge by the storekeeper. On the basis of ground balances physically verified and taken 

over by the successor ~orekeeper, and after overall evaluation, excesses and shortages 

were finally assessed (November 1997) at Rs 40000 and Rs 9.06 lakh respectively. The 

Chief Engineer, Public Health Engineering Department, Jammu who was informed of the 

shortages in April 1996 had directed the Superintending Engineer in September 1997 to 

fix responsibility for the shortages and ensure recovery of the amounts due without delay. 

However, no responsibility had been fixed (March 1998). An amount of Rs 26000 had, 

however, been recovered from the storekeeper as of March 1998 against the outstanding 

ofRs 9.06 lakh. 

It was also seen that a mention regarding shortage of stores valuing Rs 

8.45 lakh during 1988-89 in the same office, against the then storekeeper, was made in 

paragraph 5.1 of the Report of the Comptroller and Auditor General of India for the' year 

ended 3 I March 1991. Despite this, shortage of Rs 9. 06 lakh had again occurred. This 

could be attributed to: 

(i) laxity of supervisory control m ensunng proper check of transactions 

taking place in the stores, non-observance of the system of issuing gate passes for 

incoming/outgoing store material and improper maintenance of store accounts by the 

storekeeper. 

(ii) lack of control at divisional officer's level for ensunng periodical 

reconciliation of balances as per bin cards with the priced stores ledger and other 

divisional accounts, and 
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(iii) not. obtaining the personal security of Rs 20000 from the storekeeper as 

prescribed in rules. 

The matter was referred to the Government/Department in May 1998~ 

reply had not been received (November 1998). 
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6.1 Trend of revenue receipts 

6.1.1 The_ total receipts of Government of Jammu and Kashmir for the year 

1997-98 were Rs 4641. 79 crore, against the anticipated receipts of Rs 3 844. 26 crore. The 

receipts during the year 1997-98 registered an increase of Rs 1418.39 crore (Rs 1072.37 

crore on account of increase in Grants-in-aid received from Government of India) ov~r 

1996-97. Out of the total receipts of Rs 4641. 79 crore, Rs 616.20 crore represented 

revenue raised by the State Government, of which Rs 368.28 crore represented tax 

revenue and the balance of Rs 247.92 crore non-tax revenue. The receipts from 

Government oflndia (Rs 402~ 59 crore) during the year accounted for 87 per cent of the 

total receipts of the State Government. 

6.1.l Details of revenue receipts 

(a) General 

The details of revenue receipts during the year 1997-98 alongwith the 

corresponding figures for the preceding two years are given in tt;e table below: 

I-Revenue raised by the State Government 
(a) Tax revenue · 
(b) Non-tax revenue 

Total - I 
II-Receipts from Government of India 
(a) State' s share of 

divisible union taxes and duties 
(b) Grants-in-aid 

T\>tal-11 
ID- Total (1+11) 
IV- Percenta~e ofl to ill 

(b) Tax revenue raised by the State 

I 1995-96 

292.19 
204.22 
.496.41 

644.24 
2178.86 
2823.10 
3319.51 

15 

(Rupees in crore' 

I 1996-91 I 1997-98 

. 293 .92 368.28 
183.53 247,92 
477:45 616.20 

626.30 833 .57 
2119.65 3192.02 
2745.95 4025.59 
3223.40 4641.79 

15 13 

Receipts from tax revenue during 1997-98 constituted 60 per cent of the 

revenue raised by the State. An analysis of tax revenue for the year 1997-98 and the 

preceding two years is given in the table below: 
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- (Rupees in crore) 
S. Tax revenue 1995-96 1996-97 1997-98 ?ercentage of increase(+)/ 
No decrease(-) in 1997-98 with 

reference to 1996-97 
l State Excise 146.35 135.32 161. 93 (+)20 
2 Sales Tax 112.53 119.25 144.65 (+) 21 
3 Taxes on 12.22 11.65 14.79 (+) 27 

Vehicles 
4 Stamps and 

Registration 6.00 8.43 11.43 (+)36 
Fees 

5 Taxes and 
Duties on 3.45 3.72 8.07 (+) 117 
Electricity 

6 Taxes on Goods 
and Passengers 7.97 12.08 23 .80 (+)97 

7 Land Revenue 0.66 0.48 0.63 (+)31 
8 Other taxes and ·3.01 2.99 2.98 Negligible 

duties 
Total: 292.19 293.92 368.28 (+)25 

Increase in major tax receipts during 1997-98 as compared to 1996-97 was 

mainly due to more collections of Sales Tax, Excise Duty and R0ad Toll. Besides, there 

was substantial increase under Taxes and Duties on Electricity due to collection of arrears 

of tax, duty and fees pertaining to earlier years and revision of rates of electricity du~. 

(c) Non-tax revenue of the State 

Receipts from non-tax revenue during 1997-98 constituted 40 per cent of 

the revenue raised by the State. Receipts from sale of energy, interest, forestry and wildlife 

were the principal sources of non-tax revenue in the State. An analysis of non-tax revenue 

under the principal beads for the year 1997-98 and the preceding two years is given in the 

table below. 
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(Ruoees in crore 
S. Non-tax revenue 1995-96 1996-97 1997-98 . Percentage of increase ( + Y 

No. decrease (-) in 
. 1997-98 with reference to 1996-97 

I. Power 45 .40 51.26 87.47 (+)71 
2. Forestry and 

Wildlife 39.53 25.55 
I 

20.80 (-)19 
3. Interest 97.17 78.66 102.69 (+)31 
4. Public Works 5.25 5.67 7.64 (+)35 
5. Stationery and 

Printing 1.40 1.72 2.01 (+)17 
6. Medical and Pubhc 

Health 1.38 1.81 2.40 (+)33 
7. Animal Husbandry 2. 16 2.46 2.59 (+)5 
8 . Others 11.93 16.40 22 .32 (+)36 

Total: 204.22 183.53 247.92 (+)35 

Reasons for variations in non-tax receipts during 1997-98, as compared to 

1996-97, wherever intimated by the respective departments are given below: 

(i) 

(ii) 

(iii) 

(d) 

Power 

Interest 

receipts 

Forestry and 

Wildlife 

The increase (71 per cent) was mainly due to more receipts 

from sale of electricity. 

The increase (31 per cent ) was mainly due tu larger 

collection of interest on loans from Departmental Commercial 

Undertakings, etc. 

The decrease (19 per cent) was mainly due to less rec~ipts 

from sale of timber and other forest produce, etc. 

Variation between Budget estimates and.:actuals " 

The variations between the Budget estimates and actuals for the year 1997-

98 in respect of principal heads of revenue are given below: 
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(Runees in crore 
S.No· Heads of revenue - Budget Actuals Variatioos Percentage. 

estimates increase(+)/ of variation 
decrease {-) . ,. 

A - Tax revenue 
l Sales Tax 134.35 144.65 (+)10.30 (+) 8 
2 State Excise 105.00 161.93 (+) 56.93 (+) 54 
3 Taxes on Goods and 

Passengers 68.75 23.80 (-) 44.95 (-)65 
4 Taxes on Vehicles 12.20 14.79 (+) 2.59 (+) 21 
5 Taxes and Duties on 

Electricity 13.00 8.07 (-) 4.93 (-) 38 
6 Stamps and Registration 

Fees 6.38 ll.43 (+) 5.05 (+) 79 
7 Land Revenue 1.45 0.63 (-)0.82 (-) 57 
B - Non-tax revenue 

8 Interest Receipts 118.34 102.69 (-) 15.65 (-) 13 

9 Forestry and Wildlife 39.06 20.80 (-)18.26 (-) 47 

10 Stationery and Printing 2.64 2.01 (-)0.63 (-) 24 

11 Animal Husbandry 2.36 2.59 (+)0.23 (+) 10 

12 Medical and Public Health 
2.20 2.40 (+)0.20 (+) 9 

13 Public Works 5.13 7.64 (+)2.51 (+) 49 
14 Power 13.41 87.47 (+)74.06 (+) 552 

Reasons for variations between the Budget estimates and actual receipts, 

though c~.led for, have not been received (November 1998)-

(e) Cost of collection 

The collections in respect Qf major tax receipts, t;xpenditure incurred on 

their collection and percentage of such expenditure to collections during the year 1997-98 

and preceding two years alongwith the corresponding all India average for the year 1996-

97 are given below: 
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(R uoees m crore 
S. Heads of Year Gross Expenditure Percentage of All India percentage 
No rev.enue ' collection on collection expenditure of cost of collection 

to gross for the year 1996-97 
collection 

'1 State Excise 1995-96 146.35 7.78 5 
1996-97 135.32 5.32 4 3.53 
1997-98 161.93 6.07 4 

2 Sales Tax 1995-96 112.53 3.16 3 
1996-97 119.25 4.21 4 1.19 
1997-98 144.65 4.09 3 

3 Taxes on 1995-96 12.22 1.05 9 
Vehicles 1996-97 11.65 LOO 9 2.60 

1997-98 14.79 1.54 10 

4 Stamps and 1995-96 6.00 0.49 8 
Registration 1996-97 8.43 1.16 14 3.37 
Fees 1997-98 11.43 0.94 8 

The percentage of expenditure on collection of above taxes and fees was 

higher as compared to the National average. 

6.1.3 Arrears in revenue 

As on 31 March 1998, arrears of revenue under Sales Tax and State Excise 

ai:. reported by the Departments were as under: 
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S. Heads of revenue Total arrears Arrears more 
No. than five years 

1. Sales Tax 

2. State Excise 

3. Passenger Tax 

4. Entertainment 
Tax 

Total: 

old 
(Rupees in crore) 

331.55 96.34 

17.82 7.69 

9.36 4.23 

0.29 0.29 

359.02 108.55 

Revenue Receipts 

Remarks 

Out of total arrears of Rs 331.55 
crore (which had been certified for 
recovery as arrears of land revenue), 
Rs 27.55 crore and Rs 1.94 crore 
had been stayed by the court and 
Appellate Authority respectively. 
Demand for Rs 0.63 crore was 
proposed to be written off. The 
position of recovery of the remaining 
amount of Rs 301.43 crore was not 
intimated (October 1998). 

Out of arrears of Rs 17.82 crore, 
demands for Rs 15. 78 crore had 
been stayed by courts and Rs 2.04 
crore have been referred to Collector 
for recovery as arrears of land 
revenue. 

Out of total arrears of Rs 9.36 crore, 
arrears of Rs 8.95 crore had been . 
referred to Collector for recovecy as 
arrears of land revenue. Rs 25. 50 
lakh had been stayed-by the courts. 
Balartce demanrl of Rs 15. 72 lakh 
was proposed to be written off. 

The arrear demand had been refen:eo 
to Collector for recovery as arrears 
of land revenue. 

The arrears outstanding for more than five years constituted 30 per cent 

of the total arrears. 
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6.1.4 Arrears in Assessment 

The details of Sales Tax assessment cases pending at the beginning of the 

year, cases becoming due for assessment during the year, cases disposed of during the year 

and number of cases pending finalisation at the end of the each year during 1993-94 to 

1997-98, as furnished by the Department, is given below: 

Year Opening 
. 

Cases due Total Cases Balance at Percentage 
balance for finalised the close of of column 5 .. assessment during the ' the year to4 

during the year 
year 

(1) (2) (3) (4) -. (5) (6) (7) 

1993-94 37119 - 16963 54082 18006 36076 33 
1994-95 36076 19644 55720 16380 39340 29 
1995-96 39340 17079 56419 17893 38526 32 
1996-97 38526 20790 59316 18402 40914 31 
1997-98 40914 17381 58295 16214 42081 28 

The above table shows that the number of pending cases of Sales Tax at 

the beginning of 1993-94 was 37119 which went up to 42081 at the end of !997-98, 

registering an increase of 13 per cent while the percentage of clearance during 1993-94 

was 33 per cent, which dropped to 28 per cent in 1997-98. 

6.1.5 Frauds and evasion of tax 

The details of.cases of frauds and evasion of tax pending at the beginning 
. ~ 

of the year, number of cases detected by the departmental authorities, number of cases in 

which assessmentsf mvestigation~ were completed and addition~. demand (including 

penalties, etc.) of taxes raised against the defaulters during the years and the number of 

cases pending for finalisation at the end of each year, as supplied by the Department, is 

given as under: 

The variation in the figures with those given in Audit Report 1996-97 is due to the revised 
figures of asCf':§ment cases supplied by the Department. 
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Name of tax ¥ear Cases Cases Cases-in Which Amowitof Number of 
' pending at detected ~smeiitsl demand ·-~spending ' 

1- beginning during the investigations - (Rs. in-Iakh> finalisati6n at 
of the year year were ·· - the end o{ilie 

~ k completed vear. -I' 

1993-94 2053 8172 8328 65.61 1897 
Sales Tax 1994-95 17975 10090 9898 71 .67 1989 

1995-96 1989 17314 16733 80.50 2570 
1996-97 2570 22002 20978 68.39 3594 
1997-98 3625cp 25100 24257 118.02 4468 

6.2 Results of Audit 

Test check of records of Sales Tax, State Excise, Stamps and Registration 

Fees, Forest and other Departments, conducted ·during the year 1997-98, revealed 

.underassessments, short levy· and loss of revenue, etc. amounting to Rs 15. 97 crore in 310 

cases. During the course of the year 1997-98 the concerned departments accepted 

underassessments, etc. of Rs 1. 03 crore involved in 14 cases pertaining to the year 1997-

98 and earlier years. 

Finance Department 

(Sales Tax) 

6.3 Exemption from payment .of Sales Tax granted to Industrial Units 

6.3.1 Introduction 

Jammu and Kashmir State has been identified as an inaustrially backward 

State. With a view to accelerate industrial development in the State and improve the 

viability of IIidustrial Units? the Government introduced, from time to time, various Sales 

Tax incentive schemes in the State. These schemes provided for: 

(i) deferment of local Sales Tax/C~ntral Sales Tax payable by large and 

.. medium scale industrial units registered on or after 1st July 1990 on sale of finished goods~ 

$ 
The Variation of 100 cases between closing balance of 1993-94 and opening balance of 1994-95 
has been attributed by the Department to physical verification of number of cases pending 
at the beginning of the year. 

Reasons for variation of 31 cases between closing balance of 1996-97 and opening balance 
of 1997-98 not intimated by the Department. 
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(ii) exemption from payment of local Sales Tax/Central Sales Tax on goods 

manufactured and sold by Small Scale Industrial Units in the State. 

The incentive schemes are implemented by the Commissioner of Sales Tax 

through respective Excise and Taxation officers. The exemptions/deferment concessions 

were allowed by the Departmental officers on ~he basis of clain1s made by the assesses in 

their returns of turnover. The information regarding the total number of Industrial Units 

benefited from the incentive schemes and revenue foregone had not been maintained by 

the Department. 

To evaluate the degree of compliance with the proVIs1ons of various 

notifications issued by the Government, which involve foregoing of considerable amount 

of revenue, records of District Industries Centre, Jammu and. five Sales Tax Exemption 

Circles (Jammu Division: 3; Kashmir Division: 2), for the period 1994-95 to 1997-98 were 

test-checked between March 15197 and July 1998. Important points noticed are contained 

in the succeeding paragraphs: 

6.3.2 Issue of incorrect Certificate of Registration leading to undue 

exempt.on from payment of tax 

Accotding to the instructions issued by the State Government, Small Scale 

Industrial (SSI) Units were exempted from payment of General/Central Sales Tax in 

respect of goods manufactured and sold by them (except goods specified in negative list) 

either locaily or during the com se of inter-state trade. Industrial undertakings whose fixeq 
investment in Plant ~d Machinery does not exceed Rs 60 la.kb are to be regarded as Small 

Scale Industrial Units. A test check of the records of the District Industries Centre, Jammu 

revealed the following: 

(a) Exemption from payment of Sales Tax by Small Scale Industrial Units was 

Exemption ft·om 
payment of Sales Tax 
granted without 
devising procedv?'es 
for ascertaining and 
assessing actual status. 

allowed by the Sales Tax Department on th~ basis of certificate 

of registration issued by the Industries Department. A test

check of 39 cases revealed that proper procedure for 

examining and verifying the fulfilment of various conditions, 
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regarding investmen:t in fixed assets by an industrial unit for being regarded as Small Scale 

Industrial Unit had not been established and the units had been registered on the basis of 

applications indicating cost of ""Plent and Machinery procured. The records did not reveal 

that these particulars had been verified from supplier's bills and other records for ensuring 
I 

their correctness. 

(b) A manufacturing unit in Jammu was registered, provisionally, (April 1988) 

as a Small Scale Industrial Unit for one year on the basi~ of its 
. . 

project investment of Rs 34'lakh in Plant and Machinery. The unit 

holder applied_ for additional line of manufacture in November 1989 

for which the unit had procured additional Plant and Machinery 

_co~ting Rs 30.45 lakh between March 1989 and October 1989. 

The total cost of Plant . and 1 Machinery had, thus exceeded the 

Availment of undue 
exemption of tax 
bya 
manufacturing unit 
resulted in no11-
recovery of tax and 
interest of Rs 67.93 
lakh. 

prescribed limit in September 1989 and the unit ceased to be eligible for registration as 

Small Scale Industrial Unit from that date. However, the Department granted permanent 

SSI registration to the unit in March 1990. Consequently, the unit continued to avail 
' undue exemption from payment of Sales Tax (both local Sales Tax as well as Central 

Sales Tax). During the years 1992-93 and 1993~94; for which records were made 

available, there was undue exemption of tax and interest aggregating Rs 67.93 lakh . 

· On this being p~inted m~t .. in audit the Department sta!ed (O~tober 1998) 
. -

that at the·time of provisional registration, the unit had shown pr.oject investment in Plant 

and Machin~ry at R& 34 lakh where~s its actual investment was Rs 32.25 lakh when it . ·. 

came to production. It was further stated that investment cost did not exceed the ceiling 

limit of Rs 60 lakh after procurement of additional machinery.. The contention of the 
. ' 

_department is not however, corr~t as additional Plant and Machinery valuing Rs 30.45 
/ 

lakh was subsequently procured by the unit thus bringing the total investment to Rs 62.70 

lakh making the unit ineligible for exemption. 
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6.3.3 Incorrect gra~t ·or concessions 

Under Government notifications issued {March 1984; March 1991 ; April 

1995) under Section 8(5) of the Central Sales Tax Act, 1956 and Section 5 of Jammu and 

Kashmir General Sales Tax Act, 1962, a manufacturer operating Small Scale Industry in . 

the State and registered with the Industries Department shall be exempted from payment 
I 

of Sales Tax on goods manufactured aild sold by him either in the course of inter-state 

trade or locally up to 31 March 2000 subject to the conditions that the unit holder 

furnishes returns as required under respective Acts and does not conceal his turnover. 

A test check of the records of Sales Tax Circles dealing with ex~mption 

cases revealed as under :-

(a) Incorrect exemption allowed to units not registered with the 

Industries Department 

In three cases test-checked, it was noticed that in three Sal~ Tax Circles 

.--------------. · (Jammu: 2; Kashmir: 1) exemption from payment of tax 
Ex.emption from tax of 
Rs 13.29 lakh allowed to 3 
Industrial Units which were 

amounting to Rs 13.29 lakh haa been allowed during the 

assessment ye·ars 1992-93 and 1995-96 .to units which 
not registered with the 
Industries Department. were not registered as Small Scale ~dustrial Units with 

the Department of Indust~s and Commerce. 

On this being pointed out in audit the Assessing Authorities stated that. in 

respect of two cases involving tax effect of Rs 11 . 81 lakh, notices had been issued to the 

dealers and one case involving tax effect of Rs .1.48 lakh was uneer examination. 

(b) Incorrect exen,ption allowed to units whose provisiooal 

registration with Industries Department had n~t been extended 
• f 

In four cases, the dealers who were provisionally registered as Small Scale 

Industrial Units with the Department of Industries for specified periods failed to get their 

provisional registration extended or to get themselves permanently registered as such'. 

However, the dealers continued to claim exemption from payment oftaX on sales made by 
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them even after the expiry of their provisional registration. Exemption of tax of Rs 21 . 50 

lakh (including interest) was allowed to these units during 1993-94 to 1995-96. 

On this being pointed out in audit the Assessing Authority stated 

(Marc~September 1997, June 1998) that the dealers had been asked to clear their 

position. Further, developments were not intimated (November 1998). 

(c) Incorrect exemption allowed to a dealer who had changed lin~ of 

manufacture specified in the certJficate of registration 

The registration granted to a unit ·by the Industries Department is for a 

specific ._line of manufacture. Obviously, the certificate Non-recovery of tax, 

becomes invalid in case the dealer changes specific line of interest and penalty of 
Rs 1.05 lakh due to 

manufacture unilaterally. A test check of records revealed incorrect exemption. 

that a Small Scale Industrial Unit registered for manufacture of side tank stoves purchased 
. . 

spare parts of stoves from outside the state during 1992-93. The unit holder instead of 

utilising these spare parts in manufacturing activity, traded in these items. The As~essing 

Authority, while assessing the unit to tax, incorrectly allowed exemption on sale pf spare 

parts amounting to Rs 3. l O lakh which resulted in non-recovery of tax, interest and 

penalty of Rs.1.05 lakh. 

On this being pointed out in audit the Assessing Authority stated (January 

1998) that the case was under examination and a final reply would follow. Further 

progress in the matter was awaited (November 1998). 

(d) 

(i) 

Incorrect exemption granted-to SSI units who had concealed 

their turnover Irregular exemptioil 

In 45 cases, the SSI units had failed to include granted to ssi units who 
had concealed their 

purchases m their purchase statements thereby concealing turnover resulted in non

their turnover aggregating Rs 1.84 crore. The Assessing recovery of tax, interest 
and penalty of Rs 4. 08 

Authorities while assessing the unit holders to tax, failed to crore. 
~~~~~~~~~~ 

notice the omissions and incorrectly allowed the exemptions. This resulted in non-recovery 

of tax, interest and penalty aggregating Rs 4. 08 crore during 1991-92 to 1996-97. 
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On this being pointed out, the department initiated action by issuing notices 

against 30 dealers (tax effect: Rs 2.68 crore) and 4 cases (tax effect: Rs 0.29 crore) were 
I ·. 

stated to be under ex.amination. Nd, reply was given in the remaining 11 cases having tax 

effect of Rs 1. 11 crore. 

(ii) · In another case a unit which had closing stocks of Rs 4691 ~3 and 

Rs 335000 at the close of 1990-91 and 1991-92, carried forward in his trading account 

stocks less by Rs 129183 and Rs 95000 for the y~rs 1991-92 and 1992-93 respectively. 
~ 

Moreover, the dealer had short accounted for sal~s to the extent of Rs 77890 in his trading 

account for 1990-91. Thus, the · dealer · had concealed part of his turnover for the above 

years and was not, therefore, entitled to any exemption from payment of tax on the total 

turnover for these years claimed by him on the basis of being a ~mall Scale Industrial 

Unit. The Assessing Authority, however, while assessing the dealer to tax, allowed the 

exemption, resulting in short recovery of tax, interest and penalty of Rs 3 .12 lakh. 

On this being pointed out in audit the Assessing Authority stated (January 

1998) that the case was under examination and further reply would follow.· Further 

progress in the matter was awaited (November 1998). 

(e) Incorrect exemption granted to a SSI unit who had delayed 

filing of quarterly returns 

A unit holder had failed to file all quarterly returns for the years 198'8-89 

and · 1991-92 to 1995-96 within the prescribed time limit thereby, becoming ineligible for 

grant of exemption from payment of Sales Tax. However, the Assessing Authority w..hile 

making assessment (March 1996/March 1997) allowed incorrect exemption resulting in 

non-recovery of tax of Rs 2.02 lakh. 

On this being pointed out in audit, the Department stated (January 1998) 

that the case was under examination. Further report on the case was awaited (November 

1998). 

6.3.4 The above points were referred to Government in June 1998; reply had not 

been received (November 1998). · 
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6.4 Suppression of turnover 

Failure to detect the suppression of turnover by the Assessing Authorities resulted in · 

short levy of tax, penalty and interest ofRs 2.78 lakh in three cases. 

Under the provisions of Jammu and Kashmir General Sales Tax Act, 1962, 

if a dealer conceals his turnover or furnishes inaccurate particulars thereof, the Assessing 

Authority shall direct that dealer to pay, in additio11 to tax dl,le on such turnover, a sum by 

way of penalty not less than the amount of tax evaded. Further, as per provisions of the 

Act the dealer is also liable to pay interest on tax due at varying rates from 1. 5 per cent to 

3 per cent depending on the period of default. Test-check (August 1997) of the records of 

.two Sales Tax Circles in Janimu revealed following cases of short levy of tax, interest and 

penalty. 

(a) In Sales Tax Circle 'D' Jammu, a dealer had not included goods valued at 

Rs 2.49 lakh, received on transfer during 1994-95, in his purchase statement and trading 

account. The Assessing Authority, while assessing (January 1996) the dealer had failed to 

detect the discrepancy resulting in suppression of turnover of Rs 2. 62 lakh. 

On this being pointed out in audit (August 1997), the Department raised 

(August 1997) additional demand for Rs 71000 (tax: Rs 22000; penalty: Rs 33000, 

interest: Rs 16000 up to July 1997) against the dealer. Of this, Rs 22<100 were recovered 

from the dealer in October 1997. Further report on the recoveryof the remaining amount 

ofRs 49000.had not been received (July 1998). 

In another case noticed in the same circle, a dealer had not accounted for in 

his purchase statements/trading accounts inter-state purchases valued at Rs 1.63 lakh and 

.,Rs 1.20 lakh made by him during 1994-95 and 1995-96 respectively, as per the available 

lading bills, thereby understating the turnover. Failure of the Assessing Authority to detect 

the suppressed turnover aggregating Rs 2.98 lakh, while finalising the assessments (May 

1996), resulted in short levy of tax, interest and penalty amounting to Rs 71000 (tax: 
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Rs 27433; penalty: Rs 27433 and interest: Rs 15848 up to September 1997) for 1994-95 

and 1995-96. 

On this being pointed out in audit (August 1997) the Department stated 

(March 1998) that bills amounting Rs 73456 in respect of which concealment was pointed 

out had been accounted for in 1 c)96-97 .and for remaining suppressed turnover an . 
additional demand of Rs 51000 was raised ·against the dealer. Of this, recovery of 

Rs 25000 was effected from the dealer till July 1998. The balance amount had yet to be 

recovered. 

(b) In Sales Tax Circle 'K' Jarnmu, a dealer had not included in his purchase 

statement and trading account inter-state purchase of goods valued at~ 4.65 lakh during 

1993-94. This resulted in understating the turnover to the extent o(Rs 5.04 lakh. Failure 

of the Assessing Authority to detect (December 1996) the suppression of turnover by the 

dealer resulted in short levy of tax, interest and penalty aggregating Rs 1.36 lakh (tax and 

penalty: Rs 42000 each~ interest: Rs 52000 up to July 1997). 

On this b~ing pointed out in audit (August 1997) the Department raised 

(Jul~ 1998) an additional demand of tax, penalty and interest (up ·to July 1998) 

aggregating Rs 1.65 l8kh rectivery ofwJllch bad yet to ·be_effected (August I998'). 

The above points \\'.ere·referred to Government in May 1998; reply had not 

been received (November 1998). 

6.5 Non-levy of penalty 

Failure to detect the irregularity of purchasing goods by a dealer, in the case of inter

State trade, not covered by his certificate of registration resulted in non-levying of 

penalty of Rs I . I 0 lakh. 

Under the Central Sales Tax Act 1956, if a registered dealer when 

purchasing any class of goods in the course of inter-State trade or commerce falsely 

represents that goods of such class are covered by his certificate of registration, the 
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competent authority may impose upon him, by way of penalty, a sum not exceeding one 

and half times the tax which would have been levied in respect of such goods. 

A test-check of records in the Sales Tax Circle 'I' in Jammu revealed 

(August 1997) that a dealer was granted registration to deal in PVC compounds, 

aluminium wire, lubricants and machinery from 6 April- 1990. The dealer, however, 

effected inter-State purchase of electric goods and copper wire valued at Rs '7.30 lak~ 

between May 1995 and March 1996. The Assessing Authority while finalising assessment 

(November 1996) for the year 1995-96 failed to detect the irregularity resulting in non

levy of penalty up to Rs 1. 10 lakh. 

On this being pointed out (August 1997) in audit, the Department issued 

(June 1998) notice of demand for Rs 1.10 lakh recovery of which was yet to be effected 

(July 1998). 

The matter was referred to Government in May 1998~ reply had not been 

received (November 1998). 

6.6 Loss of revenue 

Failure of the Assessing Authority to take timely action for reassessment of a c~se 

resulted in loss of revenue of Rs 1. 19 lakh 

Under the provisions of the Jammu and Kashmir General Sales Tax Act, 

1962, the Appellate Authority may confirm, reduce, enhance or annul the assessment or 

penalty or set aside the order and direct the Assessing Authority to pass a fresh order after 

further enquiry as may be directed. The Act also provides that order of reassessment, shall 

be made before the expiry of two years from the end of the financial year in which such 

order is made. 

During the audit of records of Sales Tax Circle 'F' -in Jammu, it was 

noticed (May 1997) that a dealer was assessed (March 1989) to tax of Rs 398208 

including interest of Rs 70641 for non-payment of tax within stipulated time for 

accounting year 1984-85 against the admitted tax of Rs 277995. The dealer went in appeal 
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against the assessment order. The Appellate Authority, while· setting aside in November 

1989 the assessment order remanded the case back for denovo assessment. The order of 

reassessment creating a revised demand of Rs 396684. was passed against the dealer in 

February 1994 long after the expiry of prescribed period of two years which ended on 3 1 

March 1992 and as such was inoperative and void. Reassessment order passed by the 

Assessing Authority was accordingly annulled (November 1995) by the Appellate 

Authority. 

On this being pointed out, the Department confirmed (March 1998) that 

the case being time barrc:d, no action was possible. 

Thus, failure of the Department to take timely action for reassessing the 

case resulted in loss of revenue of Rs 1.19 lakh including interest of Rs 81542 for which 

no responsibility was fixed . 

The matter was referred to Government in May 1998; reply had not been 

received (November 1998). 

6. 7 U nderassessment due to misclassification of purchases 

Misclassification of goods by suppression of material facts resulted in understatement of 

turnover of Rs 2.13 lakh with consequential short levy of tax, interest and penalty of 

Rs 60000. 

Under the provisions of the Jammu and Kashmir G~neral Sales Tax Act, 

1962, if the Assessing Authority has reasons to believe that as a result of omission or 

failure on the part of a dealer to disclose, fully and truly, all material facts necessary for 

assessment, the turnover chargeable to tax has escaped assessment, he may reassess the 

tax on such turnover after serving a notice to the dealer. Besides under the Act, the dealer 

is also liable to pay, by way of penalty, an amount which shall not be less than the amount 

of tax and not more than double the amount of tax evaded besides levy of interest at 

prescribed rates on the tax from the date it was payable to the date of actual payment. 
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During the audit of the records of Sales Tax Circle 'D ' Jammu, it was 

noticed (August 1997) that a dealer had, by suppression of material facts, misclassified 

inter-state purchases of taxable goods valued at Rs 2.03 lakh during 1995-96 as local 

purchases and included the same in his non-taxable purchase statement. The Assessing 

Authority, while finalising assessment (December 1996), failed to detect the discrepancy 

resulting in understatement of turnover of Rs 2. 13 lakh with consequential short levy of 

tax, penalty and interest. 

On this being . pointed out (August · 1997) in audit, the Department 

reassessed the escaped turnover and raised (August 1997) ..additional demand of Rs 60000 

(tax :Rs 17866; penalty Rs ;35000 and interest Rs 7235 up to August 1997). The case was 

referred (June 1998) to Deputy Commissioner Sales Tax (Recovery) for effecting 

recovery. Further report on the recovery has not been received (August 1998). 

The matter was referred to Government in May 1998; reply had not been 

received (November 1998). 

6.8 Incorrect grant of concessional rate of tax 

Incorrect grant of concessional rate of tax resulted in short levy of tax, interest 

and penalty of Rs 50000. 

Under the provisions of the Jammu and Kashmir Ge.neral Sales Tax Act, 

1962, if the Assessing Authority has reasons to believe that, as· a result of omission or 

failure on the part of the cJealer, the turnover chargeable to tax has been assessed at a 

lower rate, he may reassess the tax on such turnover after serving ~ 11otice to the dealer. 

. The dealer is also liable·: to pay ·penalty not less than the amount of the tax evaded by 

.. furnishing inaccurate particulars besides, levy of interest on unpaid taxes. Further, under 

the provisions of the Act, a dealer shall in respect of sales made to Government 

Department or any. Government Corporati<m recover the tax at the concessional rate of 4 
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per cent against issue of a certificate in the prescribed form in duplicate. ·The dealer shall 

attach one copy of.the certificate to his annual return. 

Test check of records in Sales Tax Circle 'F' Jammu revealed (July 1994) 

that a dealer who was assessed to tax (September 1993) had in his annual return for 

1991-92 claimed concessional rate of tax on sales made to Government Department to 

the extent of Rs 1.20 lakh, against which sales of Rs 45000 only were supported by the 

prescribed certificates. It was further, noticed in audit that during 1992-93 the dealer was 

assessed (Septer.1ber 1994) to tax in respect of mattresses (turnover Rs 4.99 lakh) at the 

rate of 8 per cent against 10 per cent applicable. This resulted in short levy of tax, Interest 

and penalty aggregating Rs 50000 for 1991-92 and 1992-93 (tax: Rs 13627; penalty: 

Rs i 3627; interest: Rs 23038 up to January 1998). 

On this being pointed out in audit (July 1994) the Department ·raised 

(January 1998) additional demand of Rs 50000 against the dealer. 

The case was referred (May 1998) by the Assessing Authority to Deputy 

Commissioner Sales tax (Recovery) for effecting recovery from the . dealer. Further 

progress on recovery has no_t been intimated (November 1998). 

The matter, .was referred to ·Government in May 1998; reply had not ·been 

received (November 1998). 

6.9 

Forest Department 

Non-raising of bills resulting in non recovery Of revenue 

Non-raising of bills by the Forest Department resulted in non-recovery of 

Rs 55.79 lakh as royalty. 

After the enactment of the Jammu and Kashmir State Forest Corporation 

Act, 1978, earmarked forests are handed over to the Corporation for commercial 

exploitation. The bills for cost of trees handed over to the Corporation are thereafter 

raised by the State Forest Department on the basis of sanctioned rates. 
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Test-check of records in Forest Division, Jammu revealed (September 

1997) that 283 8 dry fallen chir trees and 151 poles having fit volume• of 150829. 90 Cfts. 

timber were handed over to the Corporation for exploitation during 1995-96. The 

Division, however, failed to raise the bills for the cost of timber against the Corporation 

resulting in non-recovery of revenue of Rs 5 5. 79 lakh. 

On this being pointed out in audit (September 1997), the Division raised 

(June 1998) bills for Rs 55.79 lakh against the Corporation. Further report on the recovery 

was awaited (August 1998). 

The matter was referred to Government in May 1998; reply had not been 

received (November 1998). 

6.10 Non-handing over of marked trees resulting in blockade of 

revenue 

Non-handing over of marked trees to State Forest Corporation for commercial 

exploitation resulted in blockade of revenue of Rs 21 . 7 4 lakh as royalty realisable. 

After the enactment of the Jammu and Kashmir State Forest Corporatian 

Act, 1978, earmarked forests are handed over to the Corporation for commercial 

exploitation against payment of royalty at sanctioned rates. Under the provisions of Code 
' oflnstructions for the Conduct of Business and the Regulation of accounts -in the Forest 

Department, when trees are sold detailed marking lists of trees and statement of the 

amounts due are to be supplied to the purchaser which shall be considered as the formal 

handing over of the trees to the purchaser, who may then fell the trees. 

During the audit of records of Forest Division, Jammu it was noticed 

(September 1997) that technical clearance and administrative approval for exploitation of 

1652 dry fallen chir trees and 54 poles, containing fit volume of 58783 .22 Cfts. of timber 

was conveyed by the Chief Conservator of Forests to State Forest Corporation in 

February 1996. These markings and statement of amounts due were not, however 

• Volume of dry fallen chir trees/poles charged at one-half. 
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supplied to the Corporation as of June 1998 for commercial exploitation by them for 

which no reasons were given. This resulted in blockade of revenue of Rs 21. 7 4 lakh in the 

shape of royalty realisable from the Corporation on the basis of effective sanctioned rates. 

On this being pointed out in audit (September 1997), the Division stated 

(October 1997 /June 1998) that markings already cleared technically/administratively were 

not taken over by the Corporation who would be asked to do so after which bills for 

Rs 21.74 lakh would.~e raised. Further action in the matter was awaited (August .1998). 

The matter was referred to Government in May 1998~ reply had not been 

received (November 1998). 

Law Department 

6.11 Stamp Duty and Registration Fees 

Introduction 

Stamp duty and registration fees is levied under the provisions of Jammu 

and Kashmir Stamp Act and Jammu and Kashmir Registration fee Act of Svt. 1977 (1920 

AD) and the Rules made thereunder. The Registrars and Sub-Registrars are entrusted with 

the administration of these Acts, under the overall control of Registrar, Jammu and 

Kashmir High Court. 

Test-check of the records for the years 1994-95 to 1996-97 of five District 

Registrars and fifteen Sub-Registrars out of 70 auditee units, conducted between.July 

199? and February 1998, revealed non-realisation/ short-realisation of stamp duty (70 

cases: Rs 11.69 lakh) and registration fees (37 cases: Rs 2.52 lakh).'l:he department stated 

that notices would be issued for recovery in respect of these cases. However, recovery had 

not been effected in any case as of November 1998. 

A few illustrative cases, highlighting important observations on short levy 

of stamp duty and short collection of registration fees. are given in the succeeding 

paragraphs: 
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(a) Mis-classification of instruments 

Under provisions of Act, an instrument whereby a person renounces a 

claim of property or relinquishes the. rights of any prop~rty in favour of another person on 

receipt of a consideration amount, is classified as deed of conveyance. Further, under the 

provisions of the Act, a mortgagor who gives to the mortgagee a power of attorney to 

collect rents or confers rights to sell or lease out the property mortgaged is aeemed to 

have given possession of the property. The instruments of such mortgage deeds attract 

stamp duty at higher rates as applicable to deed of conveyances. 

A test check of records of 8 Sub-Registrars
0 

and one District Regi.strar· 

revealed misclassification of sale/mortgage deed instruments in 29 cases, resulting in short 

levy of stamp duty ofRs 8.12 lakh and registration fees ofRs 1.15 lakh. 

On this being pointed out in audit, the department stated in 5 cases that the 

matter would be looked into. In one case the Sub-Registrar, Srinagar stated that since the 

documents have already been returned after registration, it was not desirable to summon 

the concerned parti~s for deposit of deficient amount of stamp duty and registration fees. 

The reply of the Sub-Registrar was not tenable as in such cases Section 48 of the J&K 

Stamp· Act envisages recovery of deficient amount of stamp duty and registration f~es as 

arrears of land revenue by the Collector. In two other cases, 

Sub-Registrar Mufasil, Jariunu contested short levy of_ duty as 

the instruments were executed as family settlement deeds. 

However, the contention of the _Sub-Registrar was not tenable in 

view of the fact that the possession of the property set forth in 

Short levy of.stamp 
duty of Rs 8.12 /akh 
and registration fees 
of Rs 1.15 /akh due to 
misclassification of 
documents. 

the deed had been given on receipt of consideration amounts and thus, were classifiable as 

conveyance deeds. No reply in respect of the remaining 21 cases was given by the 

concerned offices. The report on the recovery in all_ the cases was awaited (November 

1998). 

0 

Sub-Registrars Basholi, Mendhar, Kathua, Hiranagar, Samba, Srinagar, Jammu (Mufasil and City) 
·District Registrar, Jammu 
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(b) Undervaluation of properties 

Under Section 47-A of the Indian Stamp Act, 1899 AD if the Registering 

Authority has reasons to believe that the value of imriTovable property chargeable with 

Absence of provision in advalorem duty has not been fully and truly set forth in the 

rules regarding instrument, he may, after registering such instrument refer 
determination of market 
value of property in cases the same to the Collector for determination of the market 

where properties are value of the property or the consideration as the .case may 
undervalued resulte"a in 
leakage of revenue. be and the proper duty payable, which will thereafter be 

decided by the Collect~r after giving an· opport.~nity to the registering ·party. Similar 

provisions relating to undervaluation of properties have not been incorporated in Jammu 

and Kashmir Stamps and Registration Acts and Rules made thereunder. 

A test-check of records in the office of the Sub-Registrar (City) Srinagar 

revealed that in a case of land measuring 222 kanals • and 19 marlas v in Zethiar area of 

Srinagar, a sale deed was registered (January 1998) for a consideration of Rs 10 lakh at a 

sale rate of Rs 4485 per Kanai when sale deeds in the adjoining locality had been 

executed during 1994-98 at sale rates ranging between Rs 25000 and Rs 723810 per 

Kanai. Based on the minimum· sale rate of Rs 25000 per Kanai the undervaluation of the 

land amounts to Rs 45.74 lakh with consequential short levy of stamp duty of Rs 4 .94 

lakh. Undervaluation was noticed in 6 more test-checked cases, comprising land ( 4080 

Sq. ft .), single, two and three storied houses in other prime locations which were valued 

at the sale rat~ging beL ween Rs 1000 and Rs 15000 per Kanai, which was not, prima 

facie, in accordance with the market value resulting in short levy of stamp duty and 

consequential revenue loss to the State. Had the provisions of referring the instruments to 

the collector for determination of the market value of the property, as provided in the 

Indian Stamp Act, been made in the Jammu and Kashmir Stamps and Registration Fees 

• One Kanai is equal to 5440 square feet. 
v One marla is equal to 272 square feet. 
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Acts, the leakage of revenue would have been plugged, besides minimising cases of under 

valuation of properties in the State. 

The case was referred to the Government in October 1998; reply had not 

been received (November 1998) . 

(c) Incorrect application of rate of duty 

Under the Jammu and Kashmir Stamp Act, 1977 Svt ( 1920 AD) the stamp 

duty is leviable on an instrument of conveyance of immovable property at three times the 

ordinary rate, if the property i.s situated within municipal limits and double the ordinary 

rate if the prope,rty is situated in a town area or other areas.notified by Government. 

In nine and · two cases of instruments 
Short levy of stamp duty of 

registered in Sub-Registry Jammu and Sub-Registry Srinagar Rs 1.39 lakh due to 

respectively, stamp duty had been levied at ordinary rate incorrect application of 
rate of duty. 

although the property specified in the sale deed was situated 

within the municipal limits. This resulted in short levy of stamp duty by Rs 1.39 lakh. 

On this being pointed out in audit (January 1998) the Registering Officers 

stated that the short levy would be made good. Action taken for recovery of deficient duty 

was awaited (November 1998). 

The above points were referred to Government in September 1998; reply 

had not been received (November 1998). 
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7.1 

Section-I 

This section contains a general view of G~vernment Companies, Statutory 

Corporations and Departmentally managed Undertakings 

Introduction 

The accounts of the Government comparues and deemed Government 

companies (as defined in Section 619 (B) of the Companies Act, 1956)'are audited by the 

Statutory Auditors who are appointed by Central Government on the advice of the 

Comptroller and Auditor General of India (C&AG) as per provisions of Section 619(2) of 

the Companies Act, 1956. · These accounts are also subject to supplementary audit 

conducted by the C&AG as per provisions of Section 619( 4) of the Act, ibid. 

Of the Statutory corporations, the ac;:counts of Jammu an.d Kashmir State 

Road Transport Corporation are audited solely by the C&AG tinder the .Road Transport 

Corporations Act, 1950. The accounts of Jammu and Kashmir State Financial Corporation 

are audited by the chartered accountants appointed by the State Government in 

consultation with the C&AG, who also undertakes the audit of this corporation separately. 

Separate Audit Reports (SARs) on th~ annual accounts of these statutory corporations are 

issued by the C&AG to the respective organisations and the State Government. 

7.2 Government companies-General view 

7 .2.1 As on 3 1 March 1998, there were 19 Government companies including one 

subsidiary Government Company, which had a total iitvestment of Rs 560.96 crore 

(equity: Rs 193.22. crore, long term loans: Rs 367.74 .. crore) as against invescment of 

Rs 466.62 crore (equity: Rs 163.11 crore; long term loans: Rs 303.51 crore) in 18 

companies as on 31 March 1997. The classification of the companies was as under: 

State Government: Rs 179.40 crore; Central Government: Rs 9.60 crore and Others: Rs 4.22 
crore. 
State Government: Rs 211.98 crore; Central Government: Rs 1.70 crqre and Others: Rs 154.06 
crore including interest. 
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(Rupees in crore) 
Particulars " - - Number ·, Paid-up capital -

- ,, 

(a) Working companies 18 192.42 
(b) Non-working companies- 1 0.80 

Co~panies under 
liquidation 

Total: 19 193.22 
Investment by way of share capital had not been made by the State 

Government in Jammu and Kashmir State Power Development Corporation Pvt. Ltd. and 

Jammu and Kashmir State Handloom Handicrafts Raw Material Organisation Ltd. till 31 

March 1998 although these companies were incorporated in February 1995 and November 

1991 respectively. 

7 .2.2 Financial position and working results 

The finan_cial position and working results in respect of all the Government 

companies are given in Appendices 8 and 9 respectively. 

7 .2.3 Budgetary outgo 

The outgo from the State Government to Government companies during 
the years 1995-96 to 1997-98 in the form of equity capital, loans, subsidy and other funds 
was as detailed below: 

l~S--96 i 996~97 ,_,,. ... 
f~ 

Equity capital outgo from Budget '4~01 7.34 26.80 
Loans given out from Budget 16.83 ~2.65 35.19 
Subsidy 0.50 2.82 4 .-01 
·Other .funds 6.14 0.55 8.64 
Total out o:· 27.48 33 .36 74.64 

Budgetary support provided by the Govef!llllent regf stered an increase of 

124 per cent ~uring 1997-98. Payment on account of subsidy increased by 802 per cent 

compared to 1995-96 mainly due tq' release of substantial amount of Rs. 3.39 crore to 

Jammu and Kashmir State Agro Industries Development Corporation Ltd. The Company

wise break-up of the subsidy paid during 1997-98 is given in Appendix- 10. The 

comparative position of Budgetary outgo on account of equity capital, loans, subsidy, etc. 

during three years ending 1997-98 was as shown graphically below: 
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7 .2.4 Guarantees 

Commercial Activities 

The guarantees given by the State Government against loans and credits 

given by banks including interest thereon for the preceding three years up to 1997-98 and 

outstanding as on 31 March 1998 were as shown in the table below: 

(Rupees in crore) 
Guarantees ~ Amount li{Uaranteed dur:iiig Guaranteed amount out-

~ ~ .... •1995-96 ' 1996-97 1997-98 standing as on • 
. .· ' . 31 March 1998 ' 'v ~ 

Cash credit from 5.76 nil nil 71.86-
·Jammu and Kashmir 
-Bank and other , . 

nationalised banks 

Loans from other 7.44 0.20 0.20 34.07 
sources 
Total: 13.20 . 0.20 0.20 105.93 

The Company-wise position of guarantees received during 1997-98 and 

outstanding at the end of March 1998 are given in Appendix- 10. 
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In consideration of the guarantees given by the Government; the companies 

have to pay guarantee fee at the rate of0.25 per cent of the maximum amount guaranteed. 

The Government had, however, not recovered any guarantee fee from the companies 

during 1997-98. 

7 .2.5 Finalisation of accounts 

Accountability of Public Sector Undertakings to the Legislature is to be 

achieved through tpe submission of audited annual accounts within the prescribed time 

schedule to the Legislature. The accounts of 18 Govermnent companies were in arrears 

for periods ranging from 1 year to 15 years as on 1 October 1998, as indicated in 

Appendix-9. 

According to the latest finalised accounts of these companies, 13 

companies had incurred losses aggregating Rs 15. 03 crore and 2 companies earned profit 

of Rs 50.39 crore as indicated in the table below: 

(Rupees in crore ) 
S. I Number Year up to Profit Loss Reference 
No. of which Number Amount Number Amount to S.Noof 

companie ·accounts .. c 

-

Appendix-
s were finalised 15 

1. 4 1982-83 1 0.02 3 1.06 2,6,12 &14 
2. 1 1984-85 - - 1 0.38 l.8 
3. 1 1985-86 - - 1 0.28 7 
4. 1 1986-87 - - 1 4.69 3 
5. 2 1988-89 - - 2 0.12 10 and 16 
6. 3 1989-90 - - 3 7.59 4, 8 & 15 
7. 1 1992-93 - - 1 0.06 5 
8. 1 1996-97 - - 1 0.85 9 
9. 1 1997-98 1 50.37 - - 1 
· Total: 15# 2 50.39 13 15.03 

# 

The administrative departments had to oversee and ensure that the 

Four companies viz., Jammu and Kashmir State Handloom Handicrafts Raw Materials Supplies 
Organisation Ltd; Jammu and Kashmir State Power Development Corporation Ltd; Jammu and 
Kashmir Womens' Development Corporation Ltd and Jammu and Kashmir State Cable Car 
Corporation Ltd had not furnished accounts. 
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accounts were finalised and adopted by the companies in the Annual General Meeting 

(AGM) within time schedule as prescribed in the Cqmpanies Act, 1956. Though the 

concerned administrative departments and companies were apprised by Audit of the 

position of arrears quarterly, no effective measures had been taken by the Government for 

timely finalisation of accounts. As these companies did not adhete to the time schedule for 

submission of accounts, the investment made in these companies remained outside the 
•. 

purview of Audit and their ~untability could not be ensured. 

The sector-wise investment in these companies was as follows: 

(Rupees in crore) 
Sector .. Eauitv and loalis as at the end of Debt 

19~97 ' · I - 1997-98 equity 
Number F..qUity " Loans " Number.of I ~ · Loans )'atiC) in 

of ~· - -

oom'1anies - CoorpmUes I -
: -1996-97 I 1997-98 

Finance l 7.00 - 1 30,00 - - -
Industries 
and 
Commerce 10 94.17 223.72 9 97.26 275.59 2.38:1 2.83:1 

Public 
Works 1 1.53 0 .30 1 1.53 0.30 0.20:1 0.20:1 
Agricultural 
Production 2 12.74 68.52 2 12.74 82.30 5.38:1 6.46:1 

Social 
Welfare 2 10.35 5.37 i 11.79 4.22 0 .52:1 0.36:1 

Tourism 2 37.32 5.60 2 39.90 5.33 0.15:1 0.13:1 
Total: 18 161.ll 303.51 17 193.22 367.74 

The debt equity ratio of two companies under the Agricultural sector was quite 

high. 

7.2.6 

7.2.6.1 

Working results 

Profit earning companies 

Out of 9 Government companies 'which had finalised their accounts for 

1997-98 or earlier years during 1998-99 (September 1998) only 2 companies viz .• Jammu 

and Kashmir Bank Limited and Jammu and Kashmir Projects Construction Corporation 

Ltd. had earned profit of Rs 50.39 crore. 
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7.2.6.2 Companies incurring loss 

According to the latest available accounts, losses aggregating Rs 15. 03 

crore were incurred by 13 companies of which 3 companies had eroded their paid-up 

capital of Rs 11 . 3 7 crore as per details given below: 

{RuEees in crore 1 

Name of Year up to Paid-up Accumu- Excess of 
Company , which accounts capital at the lated loss accumulated loss 

prepared close of vear over oaid-up capital 
1. Tawi 
Scooters 
Limited·- 1989-90 0.80 1.04 (-)0.24 

2.Himalayan 
Wool Combers 
Limited 1996-97 1.37 7.08 (-) 5.71 

3.Jammu and 
Kashmir 
Horticultural 
Produce 
Marketing and 
Processing 
Corporation 
Limited 1989-90 9.20 20.45 (-) 11.25 
Total 11.37 28.57 (-) 17.20 

7.2.7 Review of accounts 

7.2.7.1 

Important comments of Statutory Auditors and the C&AG of India 

on the accounts of Government companies 

Section 619 (3) of the Companies Act, 1956 empowers the Comptroller 

and Auditor General of India to issue directions to the Statutory Auditors of Government 

companies in .regard to perfonnance ·or their functions. However, no observations of the 

Statutory Auditors on the accounts of any Company were received during 1997-98. 

7.2.7.2 Under Section 619 ( 4) of the Companies Act, 1956 the Comptroller and 

Auditor General of India has the right to comment upon or supplement the reports of 
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Statutory Auditors. Accordingly, the audited annual accounts of Government companies 

are reviewed on selective basis. During the period from October 1997 to September 1998, 

12 accounts (2 accounts of Jarnmu and Kashmir Industries Limited and Jarnmu and 

Kashmir State Handloom Development·Corporation) of 10 companies were received. Of 

these, 10 accounts were selected for review. Comments on the accounts were issued in 

respect of 4 companies disclosing understatement of l9ss by Rs 22. 0 I lakh. 

7 .2.8 Capac..ity utilisation 

The highest and lowest percentage of utilisation of the installed capacity of . 
7 companies having 21 manufacturing units (in re_spect of which information was made 

available) is given in Appendix-I I. The installed capacity is often up-rated 'Or down-rated 

depending upon the condition of plant and machinery, manpower constraints, number of 

shifts worked, etc. leading to revision of rated capacity. The figures computed by the 

companies have not been presented in terms of a standard man-hour unit of capacity or 

production. In 5 manufacturing units of these companies, percentage utilisation of capacity 

rangeq between 40 and 84 and in 16 remaining manufacturing units, it ranged between nil 

and 38. Thus, there is a need for monitoring capacity utilisation in terms of standard man

hours of production, targetted and achieved. 

7 .3 Statutory corporations 

7 .3.1 General aspetts 

There were four statutory corporations in the State as on 31 March 1998. 

Of these, two corporations viz., Jamrnu and Kashmir State Road Transport Corporation 

and Jammu and Kashmir State Financial Corporation are subject to audit by "the 

Comptroller and Auditor General of India. 

Audit of other two Statutory corporations viz., Jamrnu and Kashmir State 

Forest Corporation and Jammu and Kashmir State Electricity Board, set up under the 

respective acts of State Le~slature, had not been entrusted to the Comptroller and 

Auditor General of India. In view of substantial public funds having been invested in these 
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two corporations, the State Government had been requested (June 1998) to entrust audit 

of these two Statutory corporations to the Comptroller and Auditor General of India. 

7.3.2 Guarantees 

The guarantees given by the State Government to four Statutory 

corporations against bonds, loans and credits given by banks including interest thereon for 

three years up to 1997-98 and outstanding as on 31 March 1998 are as shown in the table 

below: 

(Rupees in crore) 
Particulars Amount guaranteed during Guaranteed amount outstanding as 

on 
1995-96 I 1996-97 I 1997-98 31 March 1998 

Cash credit nil nil nil 24.01 
from Jammu 
and Kashmir 
Bank and other 
nationalised 
banks 

Loans from 41.40 21.83 58.85 405.48 
other sources 
Total 41 .40 21 .83 58.85 429.49 

The position of guarant~e.s ' received during 1997-9_8 and guarantees 

outstanding at. the end of March 1998 w~s as given in A~pendix-10. 
' 7.3.3 Jammu and Kashmir Stat~Road Transport Corporation 

The Jam.mu and Kashmir State Road Transport Corporation was 

constituted on I September 1976 under Section 3 of the Road Transport Corporations 

Act, 1956. Under the AE;t, audit of the corporation rests solely witli the Comptroller and 

Auditor General of India and Separate Audit Reports (SARs) mainly incorporating the 

comments on the annual accounts of each year are issued to the corporation and State 

Government . SAR on the accounts for the year 1996-97 was finalised during 1997-98. 

The capital contribution in. the corporation as on 31 March 1997 was 

Rs 85.76 crore (State Government: Rs 70.75 crore~ Central Government: Rs 15.01 crore). 
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The corporation obtained Rs 19.49 crore· as loan from the State 

Government and Rs 1.82 crore from Industrial Development Bank of India during 1996-

9_7 . In ~ddition, ways and means advances were obtained from Jammu and Kashmir Bank 

in the form of overdrafts. The amount of borrowings outstanding at the end of March 

1997 excluding interest was Rs 107. 51 crore. 

The financial position of the corporation at the close of each of the three 

years up to 1996-97 was as summarised in the following table: 

<Runees in crore) 

S.No. I Particulars I 1994-95 I ·1995-96 I 1996-97 
A. Liabilities 

l ' Capital 74.27 79.76 85.76 
2 Borrowings 65.65 92.52 107.51 
3 Trade dues and 49.46 61.62 76.58 

other liabilities 
Total: 189.38 233.90 269.85 

B. Assets 
1 Gross block 24.73 40.10 33.99 
2 Less depreciation 7.07 9.51 4.89 

Net faxed assets 17.66 30.59 29.10 
3 Current assets, 9.69 9 .98 12.01 

loans and 
advances 

4 Accumulated loss 162.03 193.33 228.74 
Total assets 189.38 .> 233.90 .269.85 

c. Capital employeds (-) 22.11 .<-> 21.05 (-) 35.47 
D. Net worth# (-) 87.76 (-) 113.57 (-) 142.98 

The cumulative loss of the corporation as on 31 March l 997 was 

Rs 228. 74 crore which worked out to 267 per cent of the total capital contribution of 

Rs 85.76 crore. 

The working results of the corporation for each of the three years up to 
. 
1996-97 were as given below: 

s 
# 

Capital employed represents net fixed assets plus work-in-progress and working capital. 
Net worth represents capital plus reserves and surplus minus accumulated losses. 
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(Rupees in crore) 
Particulars I 1994-95 I 1995-96 I 19%-97 

l Total revenue (operating and non- 21.20 23.82 25.87 
operating) 

2 Total expenditure (operating and non- 45.49 55.12 61.28 
operating) 

3 Loss during the year 24.29 31.30 35Al 
4 Total interest charged to profit and 8.83 12.19 13.16 

loss account 
5 Return on capital employed (4 - 3) (-) 15.46 (-)19.11 (-) 22.25 

7.3.4 Jammu and Kashmir State Financial Corporation 

The Jammu and Kashmir State Financial Corporation was established on 2 

December 1959 under the State Financial Corporation Act, 1951 . 

Under the provisions of the Act, the accounts of the corporation are 

audited by the chartered accountants appointed by the State Government in consultation 

with the C&AG and the latter may also undertake audit of the corporation separately. 

Separate Audit Report (SAR) in respect of the annual accounts of the corporation is also 

issued by the C&AG to the corporation and the State Government. The annual accounts 

of the corporation have been certified by the Statutory Auditors up to the year 1994-95. 

The paid-up capital of the corporation as on 31March1994 was Rs 53.80 . . 
crore (State Government: Rs 32.67 crore; IDBI: Rs 20.92 crore and Others: Rs 0.21 

crore). The corporation' s borrowings as on 31 March 1994 amounted to Rs 146.88 crore 

(bonds and debentures: Rs 65 .83 crore). 

7.4. Departmentally managed Government commerciaVquasi

commercial undertakings-General aspects 

There were five departmentally managed commercial/quasi-commercial 

undertakings in the State as on 31 March 1998. 

Pro forma accounts of the following undertakings including the four 

defunct undertakings namely, Government Fair Price Shop (Drugs and Medicines) 

Srinagar, Government Lumbering Undertaking and the Milk Supply Undertakings, 

Srinagar and Jammu were in arrears (September 1998) for the periods as detailed below: 
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S.No Name Year for which accounts 
are in arrears 

I. Government Press, Srinagar · 1968-69 to 1997-98 
2. Government Press, Jammu 1968-69 to 1997-98 
3. Food and Supplies Department, Jammu 1973-74 to 1997-98 
4 . Food and Supplies Department: Srinagar 1975-76 to 1997-98 
5. Jammu and Kashmir State Insurance Fund 1990-91 to 1997-98 
6. Government Fair Price Shop (Drugs and 1970-71 to September 

Medicines), Srinagar 1973 (Defunct) 
7. Government Lumbering Undertaking 1978-79 to June, 1979 

(Defunct) 
8. Milk Supply Undertaking, Srinagar 1980-81 to 27 October 

1983 (Defunct) 
9. Milk Supply Undertaking, Jammu 1982-83 to 2 December 

1983 (Defunct) 

The position of arrears i:i the finalisation of the accounts was last reported 

to the State Bureau of Public Enterprises in November 1998. 

7.5 Position of discussion of Audit Reports (Commercial) by the 

Committee on Public Undertakings (COPU) 

To accelerate the pace of Committee's deliberations on the outstanding 

Audit Reports, selective approach of discussion of Audit Reports from the year 1990-91 

onwards was adopted. Reviews and paragraphs included in the Audit Report prior to 

1990-9 1 which had lost topical interest were skipped over for discussion by the 

Committee. 

Position of discussion of commercial . chapter of Audit Reports pending in 

the COPU as on 31 March 1998 was as given below : 

Year ofReport 

1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
Total: 
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Pending discussion (in numbers) 
· Reyi~w Paragraph 

3 
2 

i 
, 1 

7 

1 
2 
1 
3 
7 
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Audit Report for the year 1996-97 was placed before the State Legislature on 25 

August 1998. 

Section -II 

This section contains a review on the working of Jammu and Kashmir Small Scale 

Industries Development Corporation Limited 

7.6 Jammu and Kashmir Small Scale Industries Development 

Corporation Limited 

7.6.1 Introduction 

The Jammu and Kashmir Small Scale Industries Development Corporation 

Limited (SICOP) was incorporated on 28 November 1975 under the Companies Act, 

1956 as a wholly owned Government company for providing infrastructural, financial and 

marketing facilities to the Small Scale Industrial (SSI) units in the State. 

7.6.2 Objects 

(i) 

(ii) 

(iii) 

(iv) 

The main objects of the Company are : 

to procure and distribute raw materials viz. iron, steel, etc. to SSI units in 

the State on prices fixed by the Company; 

to assist and provide financial a:;sistance in the form of term loans to SSI 

units for marketing their products within and outside the State; 

to develop industrial estates for providing infrastructural facilities to an 

individual, firm, .company or concern for the purpose ·of establishing small 

scale industrial units; and 

to establish and maintain testing and common facility centres and export 

house (s) to promote exports for the benefit of small scale industries. 

7.6.3 Organisational set-up 

The management of the Company is vested in a Board of Directors 

comprising 14 members including the Managing Director with the Minister Industries and 

Minister of State, (Commerce Department) as its Chairman and Vice-Chairman 

respectively. The Managing Director, who is the Chief E~ecutive of the Company, is 
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assisted by Senior General Manager (Marketing), General Manager (Raw Materi:ils), 

Financial Advisor and Chief Accounts Officer and 2 Project Engineers. 

7.6.4 Audit Coverage 

The working of the Company was last reviewed in the Report of the 

Comptroller and Auditor General of India for the year 1979-80. The present review covers 

the working of the Company for the five years up to 1997-98. The important points 

noticed in audit are set out in the succeeding paragraphs: 

7.6.5 Highlights 

• The Company had finalised its accounts up to the year 1982-83 only. Based on 

the provisiona! accounts, the Company had suffered an accumulated loss of 

Rs 6.61 crore at the end of March 1998 which represented 212 per cent of its 

paid-up capital. 

(Paragraphs: 7.6.7.1 and 7.6.7.2) 

• The Company suffered loss of Rs 4.15 lakh in the operation of its truck fleet 

during the period 1993-94 to 1997-98. Moreover, allotment of transportation 

work at rates higher than those fixed by the State Transport Authority resulted 

in extra expenditure of Rs 6.23 lakh between July and November 1996. 

(Paragraphs:7.6.8.2 and 7.6.8.2(a)) 

• Advances aggregating Rs 93.59 lakh, given to 53 units tp enable them to adhere 

to delivery schedule in respect of marketing orders secured, were outstanding as 

of March 1998. 

(Paragraph:7.6.9. l) 

• Out of 868 plots developed at a cost of Rs 6.39 crore in six industrial estates, the 

Company could allot only 678 plots to SSI units up to March 1998. Of these, 

units occupying 278 plots (41 per cent) only were under production. 

(Paragraph:7.6.10) 
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• In the industrial estate Kathua oµt of 218 plots developed at a cost of Rs 1.07 

crore, only 28 plots had been allotted due to poor demand resulting in idle 

investment of Rs 80 lakh. 

(Paragraph: 7.6.10 (i)) 

• Due to shifting of its Divisional Office from a building at Zainakote, owned by 

the Company, to a hired huilding at Boulevard, Srinagar the Company incurred 

an avoidable expenditure of Rs 5.48 lakh on rent during the period from July 

1996, to March 1998. The investment of Rs 13.31 lakh made by the Company on 

construction of the building at Zainakote (lying vacant since July 1996), thus, 

proved unfruitful. 

(Paragraph:7.6.14.1) 

• Purchase of cement at higher rates by the Company during 1996-97, without 

assessing the competitiven·ess of rates, resulted in extra expenditure of Rs 12 

lakh. 

7.6.6 

7.6.6.l 

Finance and Res~urces 

Capital structure 

(Paragrapb:7.6. 14.2) 

Against the authorised share capital of Rs 5 crore, the paid-up capital of 

the Company as on 31 March 1998 was Rs 3 .12 crore wliolly subscribed to by the State 

Government. In addition, the Company received plan funds amounting to Rs 91 lakh 

during 1996-97 from the State Government for development of industrial estates at 

Gangyal and Zainakote and for purchase of 4 electronic weigh bridges. Out of this, 

Rs 58.93 lakh were diverted by the Company to meet its working capital requirements. 

7.6.6.2 Borrowing'l 

The Company obtains loans from the State Government as well as from the 

State Financial Corporation (SFC) and Small Industries Development Bank of India 

(SIDBI). The amount ofloans outstanding as on 31 March 1998 aggregated Rs 3 .44 crore 

(State Government: Rs 2.74 crore; SFC: Rs 0.03 crore; SIDBI: Rs 0.67 crore). The 
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interest payable on loans received from the State Government as on 31 March 1998 was 

Rs 1.45 crore. The Company had also cash credit arrangement with Jammu and Kashmir 

Bank Limited for an aggregate limit of Rs 5.45 crore against hypothecation of stocks. 

7.6.7 

7.6.7.1 

Financial position and :working results 

Financial position 

The Company had finalised its accounts up to the year 1982-83 and 

accounts beyond 198_2-83 are in arrears (September 1998). The financial position of the 

Company on the basis of provisional accounts for the five years up to 1997-98 was as 

summarised below: 

Particulars 1993-94 1994-95 1995-96 1996-97 

(Rupees in lakh) 
A. Liabilities 
(i) Paid-up capital 284.85 284.85 284.85 311.85 
(ii) Plan funds 27.00 27.00 27.00 91.00 
(iii) Reserves and surplus 19.80 22.64 28.66 68.09 
(iv) Borrowings (including cash 612.20 655.80 640.90 363.27 

credit) 
(v) Trade dues and other current 903.13 1027.98 1140.14 1644.70 

liabilities (including 
erovisions} 
Total-A 1846.98 2018.27 2121.55 2478.91 

B. Assets 
(i) Net fixed assets 330.35 327.42 3..03.02 283.16 
(ii) Investments 0.90 0 .90 0.90 0.90 
(iii) Current assets, loans and 1382.45 1388.72 1350.23 1602.02 

advances 
{iv} Accumulated loss 133.28 301 .23 467.40 592.83 

Total-8 1846.98 2018.27 2121.55 2478.91 
c. Caeital emelo;red 0 809.67 688.16 513.11 240.48 

D. Net worth 0 171.37 6.26 (-) 153.89 (-)212.89 

e Capital employed represents net fixed assets (including works-in-progress) plus working capital. 
0 Net worth represents paid-up capital plus reserves and surplus less accwnulateJ losses. 
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Th~ Company had completely eroded its 

paid-up capital in 1994-95 and the accumulated loss Accumulated losses of Rs 6.61 
crore eroded paid up capital . 

represented 212 per cent of paid-up capital as on 31 completely. 
~--"---~------------~ 

March. 1998. 

7.6.7.2 Working results 

The working results of the Company based on the provisional accounts for 

the five yea.rs ending 1997-98 were as tabulated below: 

Farticulan 1993-94 1994-95. 1995-96 1996-97 1997-98 
(Rupees in lakh) 

A Income 1884Ji9 1763.37 1943.16 2830.10 4192.00 
(i) Sales 1797.97 1628.27 1857.32 2710. 27 3880.80 
(ii) Interest and service charges 52.03 59.82 74.17 120.20 155 .40 
(iii) Ground rent of industrial 5.07 6 .29 7.14 7 .37 9.95 

estates 
,(iv) Commission from SAIL· /IPCL 7.46 6.91 13.55 16.74 20.43 

etc. 
(v) Other income 48.00 22.42 45.38 52.86 66.67 
(vi) Accretion ( + Y Decretion (-) in (-) 25.84 (+) 39.66 (-) 54.40 (-)77.34 (+)58.75 

stock fl 
B. Expenditure 2007.12 1931.32 2109.33 2955.53 4260.63 
(i) Purchase (including carriage 1712.05 1605.55 l'/27.49 2530.04 3825.86 

charges) 
(ii) Salaries and other benefits 144.45 164.42 198.57 228.61 248.39 
(iii) Interest 50.64 76.43 9 l.16 107.25 72.11 
(iv) Depreciation 41.52 39.61 37.22 35.67 3Y08 
(v) Other expenses 58.46 45.31 54.89 53.96 79.19 

Loss for the year 122.43 16¥'.95 . 166.17 125.43 68.63 

As would be seen, the Corvpany has incurred losses every year. The 

accumulated loss of the Company increased from RS 1.33 
Company incurred 

crore i~ 1993-94 to Rs 6.61 crore at the end of 1997-98. In losses continuously 

spite of substantial increase in sales during the years 1996-97 during the years 1993-
94 to 1997-98. 

to 1997-98, the company continued to incur losses due to 

increased interest charges on institutional finance (from Rs 50.64 lakh in 1993-94 to Rs 

_ .. 72.11 lakh in 1997-98) as the Company failed to realise its dues from industrial units, poor 

off-take of raw material items like iron, steel, cement, etc.; resulting in locking up of its 

working capital and increased expenditure on salaries. 

Steel Authority of India 
ll" Stock includes stock-in-transit/transferred_ 
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7.6.8 

7.6.8.1 

Activities and performance 

Procurement and distribution of raw material 

The Company procures raw material like iron, steel, cement, hardcoke, etc. 

and distributes the same to SSI units registered with the Director of Industries. It caters to 

the needs of39161 SSI units. The Company levies service charges at varying rates ( 2 to 5 

per cent ) on the landed cost of the raw materials except on iron and steel which formed 

65 to 86 per cent of total turnover of the Company during 1992-93 to 1997-98. The 

Company has a network of 17 Raw Material Depots (RMD) and sale outlets throughout 

the State. It was seen in audit that sale of iron and steel to SSI units, which formed bulk of 

the turnover, decreased from 11400 tonnes during 1992-93 to 7622 tonnes in 1997-98. 

The. decrease in off take of these items was attributed to its· decontrol in 1992 and its 

availability in open market at cheaper rates. The company had not reviewed the desirability 

of diversifying its activities in view of the decontrol of these items. 

(a) Locking up of working capital 

(i) The Board of Directors of the Coinpany, while expressing concern over the 

large quantity of slow moving items of iron and steel, directed (July 1992) the 

management to purchase raw materials on the basis of the projected requiiement and 

quantities actually lifted by the SSI units in the past. The Board further directed the 

management to take advance payments from the SSI units for their procurement. The 

. Committee on Public Undertakings had also recommended (January 1983) that the 

Company should make realistic assessment of its requirements so that funds of the 

Company were not blocked unnecessarily which wot:1ld also save the Company from 

incurring losses. 

It was, however, seen in test audit that 85 tonnes of iron and steel valued at 

Rs 18. 62 lakh locked up for 
periods ranging between 10 
and 18 months due to failure 
of the management to take 
advance payments from SS! 
units. 

Rs 18.62 lakh purchased by the Company between 

February 1997 and October 1997 were lying (August 

1998) in Digiana depot for periods ranging between 10 

and 18 months. As the Company operates on borrowed 
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funds, the interest incidence on the sum worked out to Rs 3. 26 lakh at the average 

borrowing rate of 17 per cent. The Management stated (April 1998) that the material was 

procured on the demand of SSI units but due to recession in the market, there was low 

demand from the units. The reply is not tenable as the Board had directed the management 

to take advance payments from the SSI units for procurement of the material. 

(ii) The closing stock of the Company, at the end of March 1998, included old 

and defective store items valued at Rs 30.73 lakh. The stocks had been lying in the depots 

of the Company for periods ranging from 16 to 165 Defective store items valued at 

months. Despite instructions of the Board_ in September Rs 30. 73 lakh awaiting 
disposal for periods ranging 

1995 to dispose of the material on 'as is where is from 16 to 165 months. 

basis', it had not been disposed of as of August 1998 which resulted not only in locking up 

of funds but also in further deterioration of stocks. 

(b) Loss due to non-disposal of cement in time 

The Company suffered a loss of Rs Loss of Rs 2. 26 lakh due to 

2.26 lakh due to prolonged storage of cement and its prolonged storage of cement 

non-disposal in time in the following two cases: 
and its non-disposal in time. 

The Company transferred 11399 bags of cement from its RMD, Jammu t" 

RMD;Zainakote Srinagar during June-September 1995. The Zainakote depot disposed of 

1597 bags and transferred 9060 bags to its depots at Lel,t and Kargil and the remaining 

742 bags (value: Rs 1.39 lakh) got set. The inquiry officer nominated (Apnl 1997) for 

investigating the cause of setting of cement, observed that non-observance of the 

procedure "first-in-first-out" led to setting of the cement and held Manager and Store 

Officer, Zainakote depot responsible for the loss. Although the Managing Director had 

ordered (August 1997) recovery of the cost of the cement from the officials responsible, 

no recovery had been effected as of August 1998. Reasons for delay in effecting the 

recovery from the defaulting officials, were not intimated (August 1998). 

Similarly, out of I 03 70 bags of cement transferred between May 1995 and 

November 1995, from RMD, Zainakote to sale outlet Chrar-i-sharief 446 bags (value; 
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Rs 0.87 lakh) were received back in semi-set condition in April 1997. The Company could 

not dispose of the cement till it got fully set resulting in loss of Rs 0.87 lakh. The 

circumstances leading to non-disposal/use of the cement had not been investigated for 

identifying the officials responsible for the loss and for taking necessary remedial action to 

prevent such losses in future. 

(c) Shortage of materials 

Out of 257 bundles of chainlink fencing and other material dumped in the 

premises of RMD, Pulwama (161 bundles) and sports goods complex, Bijbehara (96 

Reasons/or bundles) since 1992, 72 bundles (cost: Rs 18 lakh) and four 3-

shortages of phase electric motors (cost: Rs 0.20 lakh) were found short in 
materials valuing 
Rs J. 73 /akh neither June 1995 and October 1992 respectively. The shortages were 

investigated nor nny attributed to security personnel who occupied the premises in 
responsibility fixed 

lfor the Joss. May 1995 and October 1992 respectively. The Marketing 

Manager, RMD, Pulwama who was asked by the Deputy Project Engineer to report on 

the alleged shortages stated (June 1995) that the material was dumped by the Estate 

Manager, Pulwama without obtaining its receipt from any official of the Depot and in 

absence of any record of its receipt in the Depot, the actual quantity of material dumped 

and reportedly lifted by the security personnel could not be ascertained. In September 

1995 the Estate Manager report~d further shortage of 1. 7 tonnes of angle iron ccost: 

Rs 0.35 lakh) raising the value of shortages to Rs 1. 73 lakh. 

In case of shortage at Bijbehara, the Managing Director directed 

(November 1992) shifting of the remaining 70 bundles from the complex to the Zainakote 

depot. While 32 bundles shifted to the district store at Anantnag in July 1993, were lying 

in the open and exposed to elements of weather, due to which the ~aterial had begun to 

show signs of deterioration, the whereabouts of remaining 3 8 bundles were not known 

(August 1998) raising the total number of missing bundles to 110 (cost: Rs 1. 86 lakh). 

The Management had neither investigated the reasons for the shortage nor 

had fixed the responsibility for the loss. 
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( d) Credit sale of raw material 

The Board decided (July 1991) that sale 
Contrary to the instmctions 

of raw material should be made against cash payment. of the Board, credit sales of 

Test-check of the records of the Udhampur depot of the raw material made to SS! 
units. 

Company however, revealed that credit sales of raw 

material valued at Rs 1.27 lakh were made between 1992-93 and 1994-95 to 3 SSI units. 

The concerned units, however, disputed the outstanding, on the plea that they had lifted 

the material against cash payment. On this being pointed out in audit, the Management 

stated (January ·1998) that legal action would be initiated to recover the outstanding and 

departmental action would also be taken against officers responsible for it. Further 

developments in the matter were awaited (October 1998). 

7.6.8.2 Transportation of raw material 

The Company caters to the raw material needs of the SSI units through a 

network of depots, located in all the districts of the State. The Idle wages 

transportation of raw material within the State is carried through trucks. In of Rs 10. 97 
lakhpaidto 

order to facilitate this activity, the Company purchaseci 9 trucks (6 in 1982 surplus 

and 3 in 1987). Of these 9 trucks, three trucks (1982-model) were ._s_ta=rff._. __ __. 

auctioned during 1992-93 to 1994-95 rendering 6 drivers/cleaners surplus to the 

requirement of the Company. No action to ttdjust the surplus staff h~ been taken as of 

February 1998 and idle wages 0fRs 10.97 la.kh were paid to them up to March 1998. 

The working results of the truck fleet for the period from 1993-94 to 

1997-98 revealed that against the total income of Rs 57.25 
Working results of truck 

lakh, the expenditure incurred on its operation was Rs 61.40 fled/ showed a net 

lakh, resulting in net deficit of Rs 4.15 lakh during the said deficit of Rs 4.15 lakh 

"perioq. The reasons for uneconomic working of the fleet had not been analysed for taking 

necessary remedial measures to improve the performance of the fleet. 

Following further points were noticed: 
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(a) Extra expenditure on transportation of material 

In view of the depleted truck fleet, the Company hired trucks from State 

Roac,i Transport Corporation Limited (SRTC) and from some private firms for 

transporting raw material to various destinations. For meeting requirement of raw 

materials of SSI units/ Government department~ in Kargil and Leh districts, the Divisional 

Manager, (Kashmir) allotted (15 July 1996) transportation work for the year 1996-97 to a 

local firm at the rate, of Rs 9000 and Rs 14500· per truck (truck load: 6 tonne) from 

Srinagar to Kargil and from Srinagar to Leh respectively. This was done without inviting 

tenders and without entering into any agreement with the firm. The firm, after transporting 

376.800 tonnes of material up to 25 July 1996, demanded rate of Rs 10000 and Rs 15000 

per truck for Kargil and Leh respectively as was reportedly paid by the Army. The 

Company enhanced the rate from Rs 9000 to Rs 9500 per truck for Kargil with effect 

from 26 July 1996 and from Rs 14500 to Rs 15000 per truck for Leh from I November 
I 

1996. The firm transported material from Srinagar to Kargil in 160 truck loads and from 
\' 

Srinagar to Leh in 268 truck loads during the period from July to November 1996 

incurring an expenditure of Rs 54.09 lakh as transportation charges. 

It was observed in audit that the rates fixed by the State- Transport 

Allotment of 
transportation work 

lfor the year 1996-97 
to a local firm 
without assessing•' 
the reasonability' of 
rates resulted in 
extra expenditure of 
Rs 6. 2 3 lakh. 

Authority (ST A) and applicable to all. Government 

Departments/Institutions for t<argil and Leh were Rs 8200 ~d 

Rs I.3000 per truck (truck load: 6 tonnes) respectively. Thus, 

allowing carriage rates by the Company at rates higher than 

those fixed by the ST A without ascertaining the competitiveness 

of these rates resulted in an extra expenditure of Rs 6.23 lakh 

between · July 1996 and 15 November 1996. Neither were 

reasons for allotment at higher rates intimated nor had the responsibility for fhe lapse been 

fixed. 
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(b) Transit loss 

The Company dispatched (June 1995) a truckload of GC iro~ sheets valued 

at Rs 1.55 lakh from its Zainakote depot to Kargil, through a private transport firm. The 

material did not reach its destination and was reportedly 

misappropriated by the truck driver. Efforts pf the Company to 

retrieve the material or cost thereof did not succeed and the 

matter was reported to the Police, after 3 months, in September 

1995. The case was closed by the Police in January 1997 

The Company suffered 
a loss of Rs 1.55 la/ch 
on account of transit 
shortages due to its 
lfailure to execute 
agreement with the 
private transport firm 

without results. It was however1 observed. in audit that the Company had not entered into 

any agreement with the ~ to safeguard its interests. The material had also not been 

insured against transit loss, theft or shortage, due to which the Company Suffered a loss 

of Rs 1.55 lakh. Responsibility for the loss had not been fixed (August 1~8). 

7 .6.9 Marketing assistance scheme 

The Company was selected (November 1995) by the State Government to 

act as an agency for marketing, within and outside the State, 15 specified items (reduced 

to 12 items in March 1996) being manufactured by SSI units. The Company had been 

charging service charges .at 4 per cent from July 1996 from the SSI units on the value of 

orders ·secured; and executed. 

Perusal of the records of the Company revealed that the Company earned 

an income of Rs 3.92 crore as service charges during the period from 1994-95 to 1997-98 

on marketing of 12 re.served items manufactured by SSI units to Government departments. 

Though, the Managing Director had informed the Board (April 1996) that efforts would 

be made to provide marketing support to SSI units in non-Government sector, the 

Company failed to tap the private market, particularly outside the State. 

7.6.9.1 Advances under Marketing Scbe~e 

In order to help the small scale units 
Advances aggregating Rs 93.59 

to adhere to their delivery schedule in respect of lakh paid untkr marketing .;cheme 
pending recovery. 

orders secured, the Company provides advances to 
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the SSI units at 2 per cent above its borrowing rate. The Company provided financial 

assistance ofRs 7.83 lakh to only 3 SSI units during the period from 1993-94 to 1997-98. 

A test-check of records revealed that financial assistance aggregating Rs 93 .59 lakh 

(excluding interest) was recoverable (March 1998) from 53 units as detailed below: 

(i) Rs 68.44 lakh due from three firms for which the matters were under 

arbitration. 

(ii) Rs 7 35 lakh due from four firms for which cases had been filed in 

court . . 

(iii) Rs 2.68 J@dl due from seven firms for which decrees had been passed 

between 1989-90 and 1996-97 and were pending execution. 

(iv) Rs 4.82 lakh pertaining to the period 1985-86 due from a firm for 

which no r~very suit could be filed as the relevant documents of the 

case were not traceable. Accordingly, a suit for rendition of account had 

been filed in the court in April 1996. 

(v) Rs 0.47 lakh pertaining to the period 1983-84 due from a firm which 

had become time barred due to failure of the company to initiate legal 

action at an appropriate time. 
' · 

(vi) Rs 9.83 lakh outstanding from 37 firms for more than five years. No 

action to recover·the amount had been.taken so far (March 199sr OUt 

of Rs 9.83 lakh, Rs 7:20 takh were due from 26 firms which were 

either closed or defunct. 

No ~s of the old dues to identify time bMred recoveries had been 

made nor was ~nsibility fixed for niisplacement of documents (August 1998). 

7.6.10 Infrutnctural facilities 

The Company provides infrastructural filcilities like development of land, . 
consbuctioa of sheds, provision of water anCl poWcl' supply, construction of roads, etc. to 

SSI units. The Company bas developed ·six industrjal estates since ~on (1975). In all, 
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the Company had developed 868 plots at a cost of Rs 6.39 crore (March 1998) in the six 

industrial estates (Gangyal; Birpur; Kathua; Zainakote; Zakura; Sports Goods Comptex, 

Bijbehara) of which 678 plots had been allotted. Out of the 678 plots allotted. units were 

under production in only 278 plots (41 per cent). Following points were also noticed: 

(i) In the industrial estate Kathua, set up during 1987-88, 218 plots (344 

Kanals) had been developed at a cost of Rs 1. 07 crore up to March 1998, of which only 

50 plots were allotted. Of the 50 plots, allotment in Of the 50 plots, only 28 plots 

respect of 22 plots was cancelled in December 1996_ allotted to SS! units resulting in _ 
idle investment of Rs 80 /akh. 

The demand for plots was poor. despite fixing of low 

premium at Rs 20000 per Kanai (Rs 10000 per Kanai up to August 1995) against 

development cost of Rs 31000 per Kanai. This resulted in idle investment of Rs 80 ·lakh on 

190 unallotted plots (257 Kanals). An amount of Rs 3.78 lakh as rent was recoverable in 

respect of 22 cancelled plots relating to the years 1990-91 to 1996-97 for which no 

recovery action was taken by the management (March 1998). 

(ii) In Sports Goods Complex, Bijbehara, where 51 plots/sheds were 

developed in 1977-78 at a cost of Rs 24.29 lakh for sports goods and wood-based units, 

none of the entrepreneurs to whom these plots/sheds we~e 

allotted had established its units in the Complex. A 

seasoning plant installed in the Complex in ·May 1984 at a 

cost of Rs 2 .60 lakh _also.failed to attract tbe unit holders 

Idle investment of Rs 26.89 
lakh on the development of 
51 plots/sheds due to 
inadequalte investigation 
planning and cQ..ordination 

fo establish their units. No substantive steps were taken by the Department for ensuring 

utilisation of the Complex resQlting in investment of Rs 26.89 lakh lying wholly idle. 

Evidently! the Company had not as:sessed the demanti properly based on 

industrial potential. In the case of Kathua industfial estate, it was seen in audit that plots 

were. already available to the unit holders in the existing industrial estate of District 

Industries Centre, Kathua which indicated inadeqUate investigatiori, poor planning and 

co-ordination . 
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7.6.10.1 Outstanding ground rent 

An ~ount ofRs 46.10 lakh was outstanding against 627 unit holders of 5 

Outstanding ground rent 
lfrom 627 unit holders at 
the end of March 1998 
stood at Rs 4 6.10 lakh. 

industrial estates'P on account of ground rent at the end of 

1997-98. While in Jammu Division, the percentage of 

recovery _of rent during 1993-94 to 1997-98 range~ . 
between 19 and 30, it rang~ between 0.19 ~d 4.11 in 

Kashmir Division during the same period. No reaso~s for poor progress of recovery of 

rent were intimated. 

As per agreement, with the lessees, in the event of rent remaining unpaid 

for 30 days, the Company co~ld recover the same alongwith interest at the rate of 20 per 

cen~ per annum and re-enter the premises if the default continued for more than 30 days. 

No such action had been taken by the Company against the defaulters inspite of the fact 

that the Board of Directors had asked (September 1994) the Management to intensify its 

efforts to recover the rentals from the defaulters by taking recourse to penal clause in the 

lease agreement. Interest receivable on the arrear rent was also not worked out by the 

Management. The Company stated (March 1998) that the concerned Estat~Managers had 

been advised to make strenuous efforts. to rP.alise the dues. 

7.6.11 Integrated Infras.~ructural Development Project 

The State Government entrusted (September 1995) the Company with the 

responsibility of setting up -Centrally sponsor~ Integrated Infrastructural Development 
. f 
Project (IID) at Uqruunpur. The funds for the project, estimated to cost Rs 5.01 crore, 

were to be provided by the Central Government (Rs 2 crore) in the form of grant, State 

Government (Rs 1.90 crore) by way of plan funds and by Smalt Industries Development 

Bank of India (SIDBI) (Rs 1.10 crore) in the form of term loan. The Project originally 

~nvisaged to be completed by March 1998 was revised to Rs 6.52 crore and rescheduled 

by the Project Monitoring Committee in June 1998 for completion in March 1999. 
. . 

Test-check of the records of the project revealed the following: 

• Gangyal, Birpur, Kathua, z.ainkote and Zalwra. 
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(i) Out of 11 components of the project, works relating to only· one 

component of survey and planning was completed at a cost of Rs 1.30 lakh as of August 

1998 and the remaining components were completed to the Tardy implementation of 

extent ranging between nil and 98 per cent after incurring Integrated Infrastructural 
Development Programme. 

an expenditure of Rs 3. 96 crpre as of August 1998. The 

tardy progress in execution of Works was attributed (October 1998) to poor flow of funds 

and increase in the scope of work in certain major items of works like earth work, area of 
I 

roads, drainage system and connecting bridges which had not been conceived at initial 

stage. 

(ii) Out of term loan of Rs 91 lakh received from the SIDBI, the Company 

diverted Rs 20.05 lakh ·in January 1998 to meet 

administrative expenses of the Project. This was in 

contravention of the directions of the SIDBI under 

which the term loan was to be utilised only for capital 

expenditure of the Project. 

Unauthorised diversion of term 
loan of Rs 20.05 lakh received 

lfrom Sf DBI for meeting 
administrative expenses of the 
project. 

(iii) Civil works of the project including stone soling, earth work, protection 

. work, etc. and materials lying in . the open at the site were damaged by rains in August 

1996. Despite directions· of the Managing Director to insure the assets of the project 

against such eventualities, no action had been taken in this regard. The loss of material and 

damages caused to the assets was estimated at Rs 3.42 la'kh (May 1997). A!1 amount of 

Rs 2.15 lakh was spent (February 1998) for the restoration of damages resulting in 

additional burden on the project. 

7.6.12 Working of Engineering Wing 

The Engineering Wing of the Company was primarily created for 

development of industrial estates in the State. Since development of new industrial estate 

was not taken up by the Company since 1987-88 (except for IID Project at Udhampur), 

the wing did not have adequate workload. As a part of diversification, the wing took up 

execution of deposit works of Government departments on payment of service charges. 
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During 1993-94 to 1997-98, the servi.ce charges realised on deposit works executed by the 

Wing amounted to Rs 45.42 lakh against the expenditure of Rs 1. 73 crore on salaries and 

other benefits to staff The Company h~d not identified the surplus staff nor had taken up 

the matter with the Government for their adjustment elsewhere in order to curtail the 

expe'Q_diture on account of salaries. 

7.6.13 Internal audit 

Though the Company had an Internal Audit · Cell headed by a Senior 

Internal audit manual 
laying down the junctions, 
scope and periodicity of 
audit had not been 
prepared 

Manager, Finance it had not prepared any internal audit . . 
manual laying down the functions, scope and periodicity 

of audit. The internal audit reports were submitted to the 

Financial Advisor and Chief Accounts Officer instead of 

to the Chief Executive or the Board of Directors. In September 1992 the Board had 

directed the Management to place before it internal audit reports in summarised form 

indicating problem areas and the &orrective action taken. No such reports were placed 

before the Board of Directors except in case of Jammu region for the year 1990-91 m 

April 1994. 

It was further noticed that internal audit of RMD Doda which was m 

arrears for the last eight years due to disturbed con'djtions had not been taken up. Whil~ 

audit of Kashmir Division which was 9'1so in arrears since 1989-90 due to disturbed 

conditions, was resumed in Novemper 1995, period prior to '· 995-96 was not covered. 

Internal audit of Head Office, had al.s'o not been conducted sinct:: 1984-85 reasons-· for 

which were neither on record nor intimated. 

7.6.14 

7.6.14.1 

Other topics of interest 

A voidable expenditure 

The Company shifted (July 1996) its Divisional Office Kashmir from its 

building, si.tuated in Industrial Estate Zainakote, Srinagar to a private building at 

Boulevard Srinagar on a negotiated monthly rent of Rs 27000. In reply to audit query the 

Divisional Manager (Kashmir) stated (December 1997 ) that because of turmoil in the 
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Valley and ~ order to protect the commercial interest of the Company it was the policy of 
' 

the Management to shift the Office in a safe zone. The reasons put forth by the Company 

were ~ot tenable as the office had functioned at Zainakote during the most difficult period 

and shifted only when the security scenario had vastly improved. Moreover, other three 

units of the Company including the raw material depot which is engaged in selling raw 

material to SSI units and also the majority of SSI units were operating from Zainakote 

industrial· estate. 

Thus, shifting of the Divisional 

Office resulted in avoidable expenditure of Rs 5. 48 

lakh as rent on hiring of the building from July 1996 

to March 1998 and also rendered the investment of 

Rs 13.31 lakh on the building at Zainakote unfruitful 

as it was lyi~ vacant since July 1996. 

7.6.14.2 A voidable expenditure 

Investment of Rs 13.31 lakh on the 
building at Zainakote rendered 
unfruitful due to shifting of 
divisional office to a rented 
building. Avoidable expenditure of 
Rs 5. 48 lakh incurred as rent. 

Contrary to decision (August 1988) of the Board of Directors to procure 

cement , only from Jammu and Kashmir Ceme~ts Limited (a Purchase of cement at 

Government Company), the Company procured_ .Jq9S7 bags of. higher rates resulted if! 
. "avoidable expenditure 

cement at the r~t~ of Rs 199.35 per bag during .J 996-97 from a )Jf fls 12 lakh. · 

local firm for, supply to Government departments \in Kargil and Leh. The deal with the, 

local supplier was struck without ascertaining competitiveness of rates by inviting tenders 

from other . suppliers/producers. It was further observed in audit, that, the Company 

purchased same brand of cement from Cement Corporation of. Jndia, Jullandhar at 

Rs 137.29 per bag ex-Jullandhar during the same period. The landed cost per bag, after 

.. adding various incidentals like toll tax, freight, loading and unloading charges worked out 

· to Rs 164 at Srinagar. Purchase of cement at higher rates by the Company and its supply 

to Government Departments in Leh and Kargil districts resulted in extra burden of Rs 12 

lakh on the indenting departments. 
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7.6.14.3 Accounting manual 

The Company had not compiled any accounting manual, laying down the 

detailed procedure. for compilation and maintenance of accounts and control over its 

finance. It had also not prepared any manual specifying the powers, duties and 

responsibility of different officers. 

7.6.14.4 Inter-unit transactions pending adjustment 

A large number of transactions take place between different units of the 

Company which ·are debited/credited to inter-urut adjustment accdunt pending their 

adjustment. 

The balances under the account had increased from Rs 2.06 crore (Dr.)° in 

1993-94 to Rs 3. 78 crore (Dr) in 1997-98 which indicated that effective steps had not 

beeR taken by Management to reconcile/adjust the amount under the head. Presence of 

unadjusted entries makes the Company vulnerable to frauds, etc. 

7.6.14.5 Concll!sion 

The main objective of providing infrastructural, financial and marketing 

facilities to SSI units was not entirely achieved. The company had restricted its activities 

mainly to procurement and distribution of raw m_aterial viz. iron, steel, cement, etc. to 

industrial units. Following decontrol of th~se items the Company had not diversi£ed _its 

activities to enhance its viability. 

7.6.15 The matter was ~eferred to Goverpment/Company in July 1998; their reply 

had not been received (November 1998). 
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Sectfon-111 

7.7 Miscellaneous topics of interest 

Jammu and Kashmir State Agro Industries Development 

Corporation limited 

7.7.1 Loss due to non.:.execution of contract 

Failure of the cqmpany to ensure timely supply of tinned plum/cherry to Army 

Purchase Organisation resulted in loss of Rs 4.08 lakh. 

· The Company, which has a fiuit and vegetable processing unit at Khanmoh, 

Srinagar finalised (May-June 1989) a contract for supply of 44 MT tinned cherry (value: 

Rs 8.47 lakh) and 22 MT tinned plum (value: Rs 3.94 lakh) conforming to Army Supply 

Corps' (ASC) specifications to the Army Purchase Organisation (APO). The supplies 

were to be completed by 30 June 1989 and 31 July 1989 respectively. According to the 
. . 
terms of the contract, the supplies were to be inspected and approved by the Composite 

Food Laboratory (CFL) Army Supply Corps, Jammu. The. Company deposited Bank 

guarantee of Rs 85,000 and security deposit of Rs 39000 as security with APO for 

satisfa~tory completion of the contract. 

On the basis of inspection of samples of tinned cherry/plum by Composite 

Food Laboratory, the supply of tinned fiuit was not accepted by APO and the Company 

was given piece-meal extension for making fresh supplies up to August 1990, July 1991 

and August 1992. Despite extensions granted, the Company failed to mak~ the supplies 

and consequently the contract was cancelled by the APO in March 1993 and security 

deposit amounting to Rs 1.24 lakh was forfeited. It was noticed in audit that out of the 

canned cherry and plum valuing Rs 12. 41 lakh manufactured by the Company during 1989 

for supply to APO, canned plum of the value of Rs 2.84 lakh was lying in the stores as of 

May 1998. In reply to audit, the Managing Director of the Company stated (July 1997) 

that the leftover quantity of plum was being put to auction shortly. The possibility of the 
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Company being able to sell the tinned fiuit 8 years after its manufacture was, however, 

doubtful. 

Failure of the Company to ensure supply'of tinned plum/cheny conforming 

to the ASC specifications and within tbe extended period of supply order resulted in loss 

of Rs 4. 08 lakh due to forfeiture of security deposit (Rs 1. 24 lakh) and leftover stocks of 
. . 

plum (valued at Rs 2.84 lakh) and also indicated poor '1Uality control mechanism. 

The IJ..latter was referred to Govemment!Department in July 1998; their 

reply had not been received (November 1998). 
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Financial assistance to Local Bodies and Others 

8. 1 General 

Autonomous bodies and authorities are set up to discharge generally non

commercial fonctions of public utility services. These bodies/authorities by and large 

receive substantial financial assistance from Government. G6vemment also provides 

substantial financial assistance.to other institutions such as those registered under the State 

Co-operative Societies Act, etc. to implement certain programmes of the State 

Government. The grants are intended essentially · for ·maintenance of educational 

institutions, construction and maintenance of charitable institutions, school and hospital 

buildings, improvement of roads and other communication facilities under municipalities 

and local bodies. 

During 1997-98 financial assistance of Rs 88.30 crore was paid to various 

autonomous bodies against Rs 74.07 crore paid during 1996-97. Department-wise break

up of the am9unt paid during 1997-98 was as under: 

(Rupees in crore) 
S. No. Name of the department Amount 
1. Education 40.89 
2. Housing and Urban Dev~Jopment 34.26 
3. Agriculture ' 6.19 
4 . Art and Culture 4.02 
5. Tourism 0.93 
6 . Health and Medical Edt_ication 0.66. 
7. General Administration 1.25 
8. Others 0.10 

Total: 88.30 

(a) Delay in fu rnishing of utilisation certificates 

The financial rules of Government require that where grants are given for 

specific purposes, certificates of utilisation should be obtained by the departmental officers 

from the grantees and after verification, these should be forwarded to Accountant General 

within 18 months from the date of sanction of grants unless specified otherwise. 
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In respect of grants paid up to 1996-97, 7063 utilisation certificates for an 

aggregate amount . of Rs 523 .44 crore were in arrears as on 30 September 1998. 

D~partment-wise bre~-up of certificates not received up to 30 September 1997 in respect 

of grants paid during 1995-97 is given in Appendix-12. In absence of utilisation 

certificates it was not clear as to how the departmental officers satisfied themselvesi 

whether and to w_hat extent recipients utilised the grants for the purposes for which these 

were paid. 

(b) Delay in submission of accounts 

In order to identify the institutions which attract audit under Sections 14/15 

of tbe Comptroller and Auditor General ' s (Duties Powers and Conditions of Service) Act, 

197l, .Government/Heads of Departments are required to furnish to Audit every year 

detailed information about the financial assistance given to various institutions, the 

purpose for which such assistance was sanctioned and the total expenditure of the 

institutions. The details of defaulting departments which had not furnished information for 

1997-98 and earlier years are given in Appendix-13 . 

The particulars of bodies/authorities whose annual accounts for 1997-98 

and earlier years were awaited are indicated in Appendix-14. 

The Stat~s of submission of aecounts . by corporations and submission of 

Audit Reports thereon to the State Legislature as of September 1998 was as given below: 

S.No. · Name of bpdy 
-·.!. 

1. Jammu and Kashmir State 
Road Transport 
Corporation 

2. Jammu and Kashmir 
Financial Corporation 

8.2 Audit arrangement 

Year up to 
which accounts 

due 
1997-98 

1997-98 

Yearu11to 
which /ccounts 

submitted 
1996-97 

1994-95 

Year up to 
which Audit 

Report issued 
1996-97 

1993-94 

Audit of only one organisation viz., Khadi and Village Industries Board 

falls under Section 19 (3) of Comptroller and Auditor General's (DPC) Act, 1971. Audit 

208 

• 



.. 

• 

\. 

Cllapter-VIII Local Bodies and Otliers 

of accounts of the Board for the year 1992-93 and onwards was not conducted as 

entrustment of audit up to 1994-95 was conveyed in October 1998 and entrustment 

beyond 1994-95 was awaited from Government (November 1998). 

The audit of accounts of the following bodies had been entrusted to 

Comptroller and Auditot Gene~al under Section 20(1) of the C&AG's (DPC) Act, 1971 

for different periods as detailed below: 

S.No Name oft~~ body. 

1. 

2. 

Sher-i-Kashmir University of 
Agricultural Sciences ~d 
Technology, Srinagar 
Jammu and Kashmir Employees 
Provident Fund Organisatjon, 
Srinagar 

.• 

· Period of entrustment. . 

1992-93 to 1994-95 

1979-80 to 1983-84 

Date of 
entrustment 

9 January 1996 

3 February 1988 

The primary audit of local bodies viz., Jammu and Kashmir Co-operative 

Supply and Marketing Federation Limited and Municipalities, Srinagar and Jammu ·is 

conducted by the Registrar, Co-operative Societies and Finance Department respectively . 

8.3 Audit under Sectjon 14 

8.3.1 Overall results of a~dit of autonomous bodies 

Accounts for 1997-98 and earlier years were received from 13 

bodies/authorities (Appendix-15). Out of these, audit' of 8 bodies/authorities was 

conducted as these attracted audit under Section 14 of the Comptroller and Auditor 

General's (DPC) Act 1971. Results of the audit of these bodies/authorities are given in the 

paragraphs that follow. 

(i) Grants remaining unutilised 

Out of total available grants of Rs 24.29 crore, grants aggregating Rs 6.02 

crore meant for developmental and educational purposes and implementation of 

beneficiary-oriented schemes remained unutilised with the following bodies/authorities 

whose accounts were audited during 1997-98 for the years indicated against each. 
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(Rupees in lakh 1 

S.No Name of body/authority Year of Amount 
. accounts unutilised 

1. Srinagar Municipality 1996-97 354.49 
2. District Rural Development Agency, Srinagar 1996-97 82.28 
3. District Rural Development Agency, J ammu 1996-97 66.15 
4. District Rural Development Agency, Baramulla 1996-97 40.43 
5. Jammu Urban Development Agency 1996-97 48.98 
6. District Rural Development Agency, Kupwara 1996-97 9.45 

Total 601.78 

No specific reasons for underutil.isation of grants or non-refund thereof to 

the grant sanctioning authority were intimated. Sanction to carry forward of these unspent 

balances to following year was also not obtained by the bodies/authorities concerned. 

(ii) Outstanding Advances 

Advances aggregating Rs 1 . 54 crore made by the following 

Bodies/ Agencies to contractors/suppliers, various executing agencies and their employees, 

for various purposes were outstanding at the end of the year as indicated against each: 

S.No Name of body/authority Year Amount 
(Ru~ees in lakh} 

l. District Rural Development Agency, Baramulla 1996-97 31.17 
2. District Rural Development Agency, Kupwara 1996-97 19.73 
3. District Rural Development Agency, Srirragar 1996-97 82.28 

' 4. District Rural Develo~ment Agency, Jammu 1996-97 . 20.98 
Total 154.16 

Action taken by these Bodies/ Agencies for recovery/adjustment of these 

advances was not intimated (October 1998). 

(iii) Outstanding audit observations 

Audit observations on the accounts of Bodies/ Authorities are conveyed to 

them in the form of Audit Inspection Reports (AIRs) and copies thereof are endorsed to 

the Government/Body for taking necessary action for rectification of defects within a 

reasonable time. The status of A1Rs issued up to December 1997 and outstanding at the 

end of March 1998 was as indicated below: 
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S.No 

1. 
2 . 

3. 

4. 

5. 
6. 
7. 
8 . 
9. 

·10. 

11 . 
12. 

8.4 

8.4.1 

Na111e of the body No of No of 
AIRs paragraphs 

State Pollution Control Board 1 7 
Jaminu and Kashmir Sports Council, 
Srinagar 1 19 
Jammu and Kashmir Social Welfare 
Advisory Board 5 39 
Jammu and Kashmir Academy of Art 
Culture and Languages 2 9 
Jammu University 3 . 47 
District Rural Development Agencies 67 320 
Desert Development Agencies 8 78 
Municipality, Jammu 2 1 
Jammu and Kashmir Housing Board, 
Jammu 25 
Islamia College of Science and 
Commerce, Srinagar. 2 14 
Jammu Urban Development Agency 2 8 
Jarmpu and Kashmir Co-operative 

i. 

Supp}\' and Marketing Federation Ltd. 1 4 

Housing and Urban Development Department 

Srinagar Municipality 
' 

Introduction 

Earliest year 
from which 
outstanding 

1987-88 

1992-93 

1965-66 

1976-77 
1980-81 
1971-72 
1979-80 
1995-96 

1991 -92 

1981-82 
1994-95 

1994-95 

Srinagar Municipality, a bocfy . corporate, was establ~hed in 1913. Its 

functions are regulated under the provisiOI1$ of the Jammu and. Kashmir Municipal Act, 

2008 (Svt) (1951 AD). The limits of the Municipality extend over an area of 210 Sq. Km. 

comprising 23 wards with an estimated population of 9. 26 lakh. 

The main functions of the Municipality are: 

(i) to draw up and implement programmes of construction/maintenance 

oflanes, drains and nallahs, etc., for providing basic civic amenities; 

(ii) prevention of food adulteration and control of communicable diseases; 

(iii) regulation and control of construction activities; and 

(iv) levy and collection of various taxes and fees in the municipal areas. 
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8.4.2 Organisational set-up 

The affairs of the Municipality are to be managed by a Council consisting 

of not less than 8 elected and not more than 4 nominated members, for a term of 4 years. 

The Council was superseded by the Government in 1984 and had not been reconstituted 

as of July 1998. Duties and powers of the. Council are exercised/performed by th,e 

Administrator, appointed by the Government under Section 260 of the Act, ibid. who is 

assisted by two Deputy Administrators, Executive Officer, Chief Accoupts Officer, Health 

Officer and Executive Engineer for day to day functioning of the Municipality. 

8.4.3 Audit coverage 

The accounts . of the Municipality are to be audited by Finance Department 

which is to report to the Government on any material impropriety or irregularity in 

exp~nditure. The Municipality observes the Civil Services Rules/Financial regulations 

framed by the State Government for its departments. The accounts of the Municipality up 

to December 1990 were audited by Finance Department during January 1991 but no 

report thereof had been received by the Municipality as of July 1998. 

A review on the working of the Municipality based .on test-check of 

records for the period · 1993-94 to 1997-9~ was conducted under Section 14( 1) of the 

Comptroller and Auditor General's of India .(Duties, Powers and Conditions of Service) 

Act, 1971 during the period July-October 1991 and July 1998. Resuifs of the test-check 

are contained in the succeeding paragraphs: 

8.4.4 Highlights 

• The manner and form in which the accounts are to be maintained and rendered 

to the Government had not been prescribed by the Finance Department/State 

Government. 

(Paragraph: 8.4.S) 

• Due to failure of the Municipality to maintain proper accounts depicting · 

position of assets and liabilities, its financial position was not ascertainable. 

(Paragraph:8.4. S) 
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• The internal receipts of the body constituted between 4 and 15 per cent of the 

expenditure during the period 1993-94 to 1997-98 indicating weak internal 

resource base. 

(Paragraph :8.4.5) 

• Failure of the Municipality to clear the liability on account of overdraft of Rs 70 

lakh obtained by it from the Jammu and Kashmir Bank resulted in accrual of 

interest liability of Rs l.28 crore up to June 1998. 

(Paragraph: 8.4.5(ii)) 

• Due to release of funds at the fag end of the respective years, their utilisation on 

execution of various works ranged between 27 and 92 per cent during 1993-94 to 

1997-98. 

(Paragraph:8.4. 7) 

• While there was excess expenditure ranging from 10 to 88 per cent over the 

approved allotment during the five years ending 1997-98 (except during 1995-96 

and 1997-98), the shortfall in achievement of physical targets relating to 

construction and maintenaQce of roads, lanes and drains etc. ranged between 8 

and 31 per c£nt during the corresponding period. 

(Paragraph:8. 4. 7(i)) 

• Out of total 1970 cases of unauthorised constructions registered, only 61 cases (3 

per cent) were compounded during the period from 1993-94 to 1997-98. 

(Paragraph:8.4.10) 

• A high speed precision lathe purchased in December 1991 had not been 

commissioned as of June 1998 resulting in an idle investment of Rs 5.59 lakh. 

(Paragraph: 8.4.12.1) 

8.4.5 Finance and expenditure 

Under the provisions of the Municipal Act, all moneys received from the 

Government or other agencies by way of grants/loans and internal receipts on account of 

rent, taxes, etc. are to be credited to the Municipal Fund. The Municipality was required 
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of the body was not 
ascertainable due to non
maintenance of requisite 
records. 
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to prepare receipt and expenditure accounts of the Fund in 

the manner and form to be prescribed by the Finance 

Department and render arinual accounts to the Government 

at the end of each year. The manner and form in which the 

accounts are to . be maintained and rendered to the Government annually had, however, 

not been prescribed by Finance Department/State G_ovemment. However, annual receipts 

and payment accouJ!tS were prepared by the Municipality during 1993-94 to 1997-98 

without working out position of assets and liabilities, on the basis of journalised ledger 

accounts. As a result, the actual financial positi_on of the body was not ascertainable. The 

position of receipts and expenditure of the Municipality (including unspent opening and 

closing balances) at the beginning and close of each year for the five years ending 1997-98 

as furnished to Audit was as under : 

Year Unspent Grant-in-aid Internal Total Expendi- Closing Percentage Percentage 
opening 

. 
received receipts funds ture balance of of internal 

balance from the available expenditure receipts to 
Govenunent to funds total 

available expenditure 

(Rupees in crore2 
1993-94 1.97 8.41 0.43 10.81 9.61 1.20 89 4 
1994-95 1.20 8.11 0.51 9.82 9.05 0.77 92 6 
1995-96 0.77 12.40 1.66 14.83 l l.17 3.66 75 15 
1996-97 3.66 13.70 0.95 18.3 1 14.77 3.54 81 .6 
1997-98 3.54 16.40 1.92 21.86 19.54 2.32 89 io. 

The percentage utilisation of availaole funds ranged between 7 5 and·· 92 and 

Percentage utilisation of funds the unspent balance at the end of March 1998 

ranged between 75 and 92. amounted to Rs 2.32 crore. The internal receipts of 
Unspent balances at the end of 
each year during 1993-94 to the Municipality formed only 4 to 15 per cent of the 

1997-98 ranged between Rs 0. 77 expenditure incurred during the period 1993-94 to 
crore and Rs 3.66 crore. 

1997-98. Thus, the internal resource base of the 

body was weak despite flow oflarge sums from the State Government by way of grant-in

aid. No concrete steps had been taken to make the body a self financing entity. 

• Excludes the balances of overdraft taken from Jammu and Kashmir Bank Limited 
.... 
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Following further point7 were noticed: 

(i) The procedures for maintenance of accounts, budgetary control and 

delegation of financial powers, etc. had neither been prescribed by the State Government, 

nor ~ere various checks and co~trols, prescribed in the Financial regulations for 

preventing misappropriations/fraud~ viz. physical verification of cash at periodical 

intervals, checking of receipt afld payment entries in the cash book, periodical 

reconciliation with the bank/treasury including treasury verification in respect of drawls/ 

remittances conducted/exercised dwring 1993-94 to 1997-98. 

(ii) )'he Municipal Fund was maintained in a J(\mmu and Kashmir Bank branch 

up to October 1993 and the Municipality availed of 

overdraft facilities of Rs 60 lakh, ~ubsequently enhanced 

· to Rs 70 lakh, during the peitiod October 1992 to 

September 1993. However, in pursuance of instructions 

Non-clearance of overdraft 
of Rs 70 lakh despite 
availability of surplus funds, 
resulted in avoidable interest 
liability of Rs 1.28 crore. 

issued by th(;( State Government in October 1993, the Fund was operated through 'Deposit 

Account' at Srinagar treasury. The overdraft amount of Rs 70 lakh obtained by the body 

was however, not cleared as of June 1998 due to which its liabilities had increased to 

Rs 1.9~ crore (interest: Rs 1.28 crore) which could have been avoided had the principal 

amount been cleared in time. CtUef Accou.nts. Officer. of the Municipality stated (July 
I 

1998) that it could not clear the huge oufst~ding due to poor re~rce position. The reply 

is. however, Qot tenable as the body had: sufficient. unspent balances, ranging between R~ 

0.77 crore and Rs 3.66 crore available at the end of each year from 1993-94 to 1997-98. 

Records, also revealed that Rs 11 . 12 lakh were outstanding at the end of 

March 1998 as temporary advance against 117 officials of whom 1.7\.officials (outstanding 

amount: Rs 60000) had retired/expired or had been 
Temporary advance of 

transferred. Further, the outstanding amount included Rs 11.12 lakh 

advances Rs 4.25 lakh (38 per cent) awaiting 

adjustment/recovery for a period exceeding 3 years. There 

was steady increase of 574 per cent in the outstanding 
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amount from Rs 1.65 lakh at the end of 1~93-94 to Rs 11.12 lakh at the end of 1997-98 

. which was indicative of the fact that regular review of the balances had not been 

. c0nducted for effecting their timely recovery/adjustment. 

8.4.6 Planning 

No long-term developnl\ent plans/schemes were drawn for implementation 

Long-term plans based on in a phased manner according to available funds and instead 

surveys and assessment of disjointed and isolated works were executed on adhoc basis. 
existing infrastructure not 

_prepared No r¢gister of assets created, was maintained to keep record 

of assets and use it in framing futl$e plans. 

8.4. 7 Execution of works 

The Government provides plan funds to the Municipality for execution of 

works connected mostly wit}} maintenance of hygienic conditions within the municipal 

area. Funds provided and expenditure incurred thereagainst for the last five years ending 

1997-98 were as under: 

Year Unspent Grants Miscellaneous Total Ex pen- Closing Percentage 
Opening prov1ded receipts funds di tu re balance- utilisation of 
balance ava.il- available 

able funds 

{RuQees in lakh) 
1993-94 162.87 82.82 0.46 ( 246.15 162.69 83.46 66 
1994-95 83.46 78.86 0 .01 162.33 148.54 13.79 92 
1995-96 13.79 280.46 0.08 294.33 78.28 216.05 27 
1996-97 216.05 324.47 0.06 540.58 356.92 183.66 66 
1997-98 183 . 6~ 434.00 0.16 617.82 

;. 

529.40 88.42 86 

Reasons for underutilisation of funds ·and rete.ntion of heavy unspent 

balances at the close of each year was stated to be release of funds by the Government at 

the fag end of the respective years. Following points were also notice_d: 

(i) Mismatch between physical and financial targets 

The Municipality had one Engineering Division for execution of works 

Mismatch between 
physical and financial 
achievements. 

relating mainly to construction and maintenance of roads, lanes 

and drains, etc. within the municipal area. Physical and financial 
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targets vis-a-vis achievements for the last five years ending 1997-98 indicated that there 

was shortfall in achievement of physical targets ranging between 8 and 31 per cent, 

reasons for which were not assigned. Against the aforementioned shortfall in physical 

achievements, there was excess expenditure ranging between 10 and 88 per cent during 

the same period except for the :year 1995-96 and 1997-98 which recorded shortfall of 72 

and 40 per cent respectively, revealing mismatch between physical and. financial 

achieveme!ltS. No reasons were assigned for mismatch between the physical and financial 

achievements. 

(ii) ·- The Municipality_.had liabilities of Rs 5 7. 18 

lak.h ending 31 March 1998 on account of works taken up 

between 1994-95 and 1996-97 without the prior sanction 

of the competent authority, for which funds were also 

Works taken up/or 
execution without provision 
of funds and without 
approval of the competent 
authority. 

awaited from the Government. Reasons for taking up of these works without the approval 

of competent authority and budget provisions were not intimated. 

8.4.8 Public health sanitation and utilisation of equipment 

The main function of the Municipality, inter alia, was providing ~tation 

and c1vtc amenities to the poople living within the 

municipal area. For cleaning . roads, lanes/drains, the 

refuse/garbage is collected by safai karamcharies and 

carried to garbage collection points, which are generally 

Inadequate strength of Sajai 
Karamcharies affected 
adversely the sanitation work 
of certain areas of Srinagar 
city. 

situated on the main roads, .wherefrom it is carried through trucks/tractors to the dumping 

site. The Municipality had .. a strength of 1454 regular and 551 daily waged safai 

'karamcharies which as per All India norm of 20 safai karamcharies per sq. km. was short 

by 2195 safai karamcharies. Inadequate strength of the saf ai karamcharies affected 

adversely the sanitation work of certain areas of the Srinagar city which were got cleaned 

bi-weekly. The proposal (January 1997) of the Municipality for creation of additional 

1974 posts of safai karamcharies had not been approved by the Government as of July 

1998 . 
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The Municipality had a fleet of 17 tippers, 1 refuse collector, 11 loaders, 10 

Equipment and machines 
meant for providing civic 
amenities to the public 
remained off the road for 
periods ranging from one year 
to more than ten years for 
want of repairs, etc.__ 

night soiVslop vehicles, 13 tracto~s, 3 dozers, 2 L M 

vehicles, 6 light vebicles, 1 sprayer machine, 8 fogging 

machines and 3 dewatering pumps. Out of these, 3 

tippers, 1 refuse collector, 1 loader, 2 night soiVslop 

vehicles, I tractorand 6 fogging machines were off the 

road for periods~ranging ffom one year to more than 10 

years for want of general overhauling/repairs, etc. One sprayer machine and two fogging 

machines though in wodcing condition, were utilised for spraying/fogging operations in 
. 

certain specified areas and at the garbage dumping site at Achen. The remaining areas 

were left uncovered due to non-availability of sufficient number of functional sprayers and 

fogging machines. 

8.4.9 Prevention of food adulteration 

For enforcing the provisions of Prevention of Food Adulteration Act, 1954, 

Food Inspectors of the Municipality are authorised- to take 

samples of food for analysis by Public Analyst. Based on the 
No samples for 
prevention of food 
adulteration collected 
bythefood rep~rt of the Analyst, prosecution proceedings are launched 

_inspe~_c_t_or._'S_. ---~··. against the accused in She court of Municipal Magistrate. 
. . ' . ~· 

No samples wer~ ~Uect~ . by the. :it'ood Inspt!ctots during l 99J\.'iA to 

1997-98 as no incumbent was functioning as Public .Analyst since 1990. Thus, the 

important function of preventing food adulteration was not ··carried out by the 

Municipality. 

8.4.9.1 Short levy and colledion of licence fee 

Under the provisions of Rule 50 of the Prevention of Food Adulteration 

Act, 1954 no person shall manufacture, sell, stock, distribute or 
Short realisation of 
licence fee of exhibit for sale any article of food including 'prepared food' or 
Rs 3. 62 /akh. 

'ready to serve food' except under a licence issued by the 

Municipality. The Municipality had fixed (1986) different rates of licence fee ranging from 
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Rs 5 to Rs SOO for different trades/manufacturers/wholesale and retail dealers, etc. Test-
. -

check of records revealed that during the years 1993-94 to 1997-98 licence fee ?fRs 3..62 

lakh was recovered short from the licence holders. Reasons for short realisation of the 

licence fee were not intimated. 

It was also seen m audit that surveys for enlisting all the 

dealers/establishments working within the municipal area had not been conducted during 

the period 1988-98. The Food and Supplies Department had issued ration tickets to 74( 

desi bakery shops in 1996 and 956 shops in 1997 againSt 643 to 711 such shops registere<i 

between 1992-93 and 1996-97. The number of such shops Within the municipal area as per 

All Kashmir Nanwai Union was, however, 1500. Non-registration of all eligible dealers 

apart from being ultra vi res of the Act, ibid. also resulted in recurring loss of licence fee to 

the Municipality . 

8.4.10 Regulation of construction activities 

Municipality is required to ensure that buildings are constructed after 

obtaining proper permission from it in accordance with its bye laws failing which the 

constructi~n works can be stopped/demolished. altered or penalty imposed on. the 

offC!nders. The number of ~rised consttuctions .~stered and number of cases 

,compounded during the last five years rev~e<l thBI out of J'/10 6nauthorised construction ., .. . . . . 

cases regist~ed during the period 1993-94 fo..1997-98, 61 cases.(3 Jll?' eent) only were 

compounded ' during the period and the temaining 97 per ce.._T1t cases were pending, 

mdicating inaction of the Municipality. 

8.4.11 Assessment and coUection of revenue 

The ~ sources of revenue of the Municipality · are municipal taxes, 

licence fee, compouilding fee, rent of shops/flats, temporary ground rent. etc. Targets 

fixed·.for collection of revenue and achievements there against (excluding miscellaneous 

receipts) for the period 1993-94 to 1997-98 were as under: 
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Year Revenue ec;hmates Revenue realised Pereentage excess vis-a-vis 
revenue estimates 

(Rupees in lakh} 
1993-94 36.33 40.44 11 

· 1~95 ·45_96 46.33 1 
1995-96 22.03 162.50 638 
1996-97 41.58 91.96 121 
1997-98 47.33 .. 180.49 281 
Total:- 193.23 521.72 170 

It would be seen fiom the above table that there were large variations 

ranging between 121 and 638 per cent between the revenue estimates and actuals during 

Targets for reve1111e 
collections framed 
unrealistically on 
lower side. 

the period fiom 1995-96 to ' 1997-98. Persistent excess over 

the revenue estimates indicated that very tow/unrealistic targets 

bad been fixed It was also noticed in audit that demand 

registers which ought to be the basis for preparing realistic ·revenue estimates were not 

posted since 1990. Following further points were noticed: 

(a) Arrears in rttovery of revenue 

Arrears of revenue, at the end of March 1998, based · on incomplete 

Out of the total arrears ·demand regist~ aggregated Rs 1.29 crore.' ~ this, 

of revenue of Rs 1.29 · Rs ~3.23 'lakh. (49 ~r cent) were outstanding for oxer tO 
crore, Rs 63.23 lakh (49 , · . 

rcent) outstanding/or years and Rs 35.8'9 )aldl"" (28 per cent) over-five y~ 

over 10 years. indicating little attention to·revenue recovery. 

(b) Cost of cOllectioD of revenue (taxes and rmts)" 

The Municipality derives major portion of its revenue from Jell.ts of 

Cost of collection 
ofrevenw 
abnormally high 

' 
sbopslf1ats and taxes on trades and -proresgons. As against 

revenue of Rs 205.01 lakh realised during 1~3-94 to 1997-98, 

the expenditure incurred on collection was Rs 229 .96 lakh. In 

other wo~ while adequate staff was available it did not perform its duties i.e. 

maintenance of demand registers, assessment and coDection of taxes, etc. leading to low 

coDection and unrealistic collection dmges. Information regarding. measures taken to 
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improve the revenue collection procedures for reducing collection expenses was awaited 

(November 1998). 

8.4.12 Other points of interest 

8.4.12.1 Idle Investment on lathe machine 

Based on the orders of the Administrator, the Municipality purchased 

(December 1991) a high speed precision lathe at a cost of Rs 5. 59 lakh for manufacturing 

small spares like shafts, gears, bolts, etc. in its workshop for use 

in the machines/vehicles operated by it. The lathe had, however, 

not been- commissioned as of _June 1998 due to non-availability 

Idle investment of 
Rs 5.59 lakhfor over 
six y ears due to non
comm issioni ng of lathe 

of certain tools and acce~sories. Reasons for not purchasing the required accessories 

despite lapse of more than six years were not intimated. 

This resulted in idle investment of Rs 5.59 lakh for over 6 years. On this 

being pointed out in audit, it was stated (August 1998) that tenders for purchase of 

~equired tools/accessories had been floated for commissioning the lathe. 

8.4.12.2 Loss due to non-Insurance of Municipal assets 

Two, three-storied building-cum-shopping complex at Palladium galli 

Srinag¥ and Panchayat Ghat at Mulphag (book value: Rs 51 lakh) got gutted/damaged in 

fire during the year 1993. The building had not been insured as a result of which the 

Municipality suffered loss which was yet (July 1998) to b~ assessed. Similarly, municipal 

building at Karan Nagar (book value: Rs 9.68 lakh) was under insurance cover up to 3 

May 1994, which was not renewed thereafter. Meanwhile the building was gutted on 6 

May 1994 resulting in loss which was yet to be assessed (July 1998). 

8.4.12.3 Store Management 

Efficient store management requires fixing of maximum and minimum store 

limits. No such limits had been fixed as a result of which control 

over carrying of excessive inventories could not be ensured. 

Further, physical verification of stocks had not been conducted 

for the last l O years. The stock register ·had also not been 
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maintained in proper form and different stock items had not been recorded on separate 

pages and the entries made therein had not been authenticated, by any responsible officer. 

8.4.13 The above points were referred to Government in September 1998; reply 

had not been received (November 1998). 

8.5 Agriculture Production and Rural Development Department 

8.5.1 Unfruitful expenditure on purchase. of chaff-cutters 

Unrealistic assessment of the requirement of chaff-cutters by the Project officer, DRDA 

Baramulla resulted in unfruitful expenditure of Rs 8.35 lak.h. 

Under the Integrated Rural Development Programme, families living below 

poverty line in rural areas are provide~ with financial assistance for setting up of income 

generating assets to enable them to cross the poverty line. In furtherance of these 

objectives and simplifying the process of cutting and chopping up of fodder by the 

farmers, Project Officer, District Rural Development Agency, Baramulla proposed 

(February 1991) purchase of 1000 chaff-cutters for distribution among farmers in 14 

blocks of the district at a subsidy .of 3 3. 3 p er cent. In February 1991 , the District 

Development Commissioner (ex-officio Chairman of the Agency) approved the proposal 

and an order for supply of l 000 chaff-cutters was placed (May 1991) with a local firm at 

its lowest tendered rate of Rs 1040 per cutter. The firm supplied 955 cutters to 11 Block 

Development Officers between July 1991 and April 1992 and pay~ent of Rs 9.93 lakh 

was made to the supplier between November 1991 and May 1992. 

Test-check (December 1997) of the records of the Agency revealed that 

purchase of chaff-cutters was apparently not based on realistic requirements of the BDOs. 

Consequently, out of 955 cutters purchased, only 152 could be distributed by 5 Block 

Development Officers till June 1995 leaving 803 ·cutters (cost: Rs 8.35 lakh) with the 

Block Development Officers. The Department stated (June 1998) that efforts were on to 

dispose of these cutters by giving wide publicity and demonstration in the fieid. 
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Thus, poor planning and failure to realistically assess the demand for the 

chaff-cutters resulted in unfiuitful expenditure of Rs 8.35 lak.h. 

The matter was referred to the Government/Department in May 1998; 

reply had not been received (November 1998). 
, 

8.5.2 Wasteful expenditure due to purchase of sub-standard 

agricultural implements 

Purchase of sub-standard ag~icultural implements at higher rates resulted in wasteful 

expenditure of Rs 4 . 73 lakh. 

Project Officer District Rural Development Agertcy (DRDA), Kupwara 

advanced (July 1995) Rs 5.58 lak.h to National Consumers Co-operative Federation, 

Jammu (a Government uridertalcing), for supply of 100 numbers each of foot-spray pumps, 

tarpaulins and spray-tubs at the rate of Rs 1975, Rs 2950 and Rs 650 respectively. The 

advance payment was made without inviting tenders or entering into an agreement with 

the supplier. The implements were to be provided to the identified beneficiaries living 

below poverty line in the rural areas at subsidised rates under Integrated Rural 

Development Programme. The Federation. suppli¥d '(September 1995) only 96 numbers 

·each of foot spray pumps and tarpaulins and supply of the remaining equipment including 

the spray tubs. valued at Rs 85000 was still awai'ted from the Federation (June --1998). 

Of the stocks received, the Project Officer issued 70 foot-spray pumps and 

77 tarpaulin~ during March( April 1996 to various Block Development Officers (BDOs) in 

the district for sale to beneficiaries against cash payment. None. ,qf the BDOs could, 

however, sell the equipment to the beneficiaries. as the implements were reported to be 

.sub-standard and their selling price, even at subsidised rate (subsidy: 33 .33 per cent), was 

. higher than the market price. Meanwhile, the remaining 26 foot-spray pumps and 19 

ta.rpaulins valued at Rs 1.07 lakh, dumped in the stores of Project Officer, DRDA, 

Kupwara were partially damaged in the floods . of 1996 and 1997. While the 19 tarpaulins 
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(cost: Rs 56000) had been damaged beyond economic repairs, the foot-spray pumps were 

being examined to a~sess damages thereto (June 1998). 

On this being pointed out in audit (December 1997), the Project Officer 

stated that purchase had been made after obtaining dasti quotations owing _to urgency in 

the matter. The reply is, however, not tenable as besides the fact that the demand could b~ 

anticipated well in time, under the provision of financial rules the limitedldasti tender 

system can be adopted only when the estimated value of the order is less than Rs 1000. 

Action t7lken to obtain refund of the balance payment of Rs 85000 from the Federation 

was not intimated (June 1998). 

Thus, purcha~e of implements at non-competitive rates and also without 

ensuring that the supplies were of proper quality and conformed · to the specifications, 

resulted in wasteful expenditure of Rs 4. 73 lakh besides depriving the beneficiaries of the 

envisaged benefits. Funds of Rs 85000 were also unnecessarily locked up for more than 

two years. 

The matter was referred to the Department/Government (May 1998); reply 

had not been received (November 1998). 

8.5.3 Infruduous ~expenditu.re an.d locking up of funds on ·purchase 

of to·o] kits' · 

Failure of the DRDA, Kupwara to procure tool kits of proper quality and 

specifications resulted in infructuous expenditure of Rs 5.51 lakh on their purchase. 

Government of In~ia r~leased (June 1994) Rs 9.99 lakh as assistance to 

District Rural Development Agency (DRDA), Kupwara for procurement and supply of 

tool kits to 555 rural artisans of the District during the year 1994-95 under Integrated 

Rural Development Programme. Agriculture and Rural Development Department had . 

directed (June 1994) the District Rural Developme_nt Agency, Kupwara to purchase the 

tool kits from the State Agro Industries Development Corporation (a State Government 
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Company) after placing the entire funds available under the Scheme with the Company 

Accordingly, the Agency advanced Rs 4.00 lakh (October 1994: Rs 3 lakh; February 

1996: Rs one lakh) to the Company for supply of 200 tool kits of different trades. The 

Corporation, however, supplied only 79 kits, in October 1995 (7q kits) and June 1996 (9 

kits) at a cost of Rs 1.58 lakh. No further supply was made by th~ Company thereafter and 

the balance amount of Rs 2.42 lakh had been retained by it as of February 1998. Due to 

non supply of the kits by the Company, the Agency placed orders in April 1995 with the 

National Co-operative Consumers Federation (NCCF), Jammu for supply of 340 tool kits 

of six trades at different rates, varying from Rs 1500 to Rs 1900 per kit and advanced 

Rs 6.00 lakh (April 1995: Rs 3 lakh; June 1995: Rs 3 lakh) to the Federation. The 

Federation made the supplies in two consignments (June 1995: 170 kits; September 1995: 

170 kits). 

A test-check (December 1997) of the records of DRDA revealed that out 

of 419 tool kits received by the Agency from the two suppliers (Agro Industrie: 

Corporation: 79; NCCF: 340) only 105 kits (79 received from the Agro Industries 

Development Corporation and 26 from the NCCF) had been lifted by the beneficiaries. 

The remaining 314 tool kits valued at Rs 5. 51 lakh could not be lifted by the beneficiaries 

as these were sub-standard and also short of various items (Jack piane long: 100 numbers;. 

C.I Anvil: 60 numbers; Level compass: 1,00 numbers). On being pointt!d out (December 

1997/ February 1998) in audit, the Project Officer DRDA Kup.wara stated (February 

1998) that the·matter was under active .correspondence with NCCF Further developments 

were awaited. Meanwhile the tool kits lying in the stores got damaged in the floods of 

1996 and 1997 Neither had the extent of damage~ caused to the tools been assessed nor 

had responsibility for the loss been fixed as of October 1998. 

Thus, failure of the Agency to procure the tool kits of proper quality and 

specifications and under proper agreement, resulted in infructuous expenditure of Rs 5. 51 

lakh on !)Urchase of material besides non-realisation of the envisaged objective of 
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upliftment of the rural artisans. Funds amounting to Rs 2.42 lakh also remained locked up 

with the State Agro Industries Development Corporation for more than 3 years. 

The matter was referred to the Government/Department in July 1998~ reply 

had not been received (November 1998). 

Srinagar/ 
Jammu 

The 3 O MAR 100Q 

New Delhi 

The J MAR 1999 

(H.Pradeep Rao) 

Accountant General Jammu and Kashmir 

Countersigned 

//, /(, lkf 
(V.K. Shunglu) 

Comptroller and Auditor General of India 
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Appendices 

Appendix-I 
(Reference: Paragraph: 2.3.2; Page:47) 

Cases of unnecessary supplementary grant/appropriation 
{Ru~ees in crore) 

.. S.No -Grant or A(!(!rO(!riation Amount of Grant/A(!(!ro(!riation 
Original Supplementary Actual Saving 

ex~enditure 

I-Revenue (Voted) 
l. 7-Education Department 445.61 37.16 434.56 48.21 
2. 14-~evenue .E>epartment 96.75 18.86 89.87 25.74 
3_ 15-Food Supplies and Transport 77.82 9.21 8.55 78.48 
4_ 16-Public Works Department 165.65 13.2 l 156.36 22.50 
5_ 19-Housing and Urban Dev.Department. 44.92 1.5 l 36.60 9.83 
6. 13-Public Health and EngiJleering 

Department 116.82 8.41 103.42 21.81 
Total-I 947.57 88.36 829.36 206.57 

D-Revenue Charged 
7. I-General Administration 2.12 0.23 2.08 0.27 
8_ 9-Parliamentary Affairs 0.11 0.10 0.10 0. 1 l 

Total-D 2.23 0.33 2.18 0.38 
ID-Capital (Voted) 

9. 3-Planning and Development Department 61-39 101.22 162.61 
· IO. 5-Ladakh Affairs Department 41.25 10.42 19.40 32.27 
I L 7-Education Department 41.70 5.36 24.91 22.15 
12. 9-Parliamentary Affairs 3.40 3-40 
13_ I I-Industries and Conunerce Department 64.11 6.72 58.89 11. 94 
14. 14-Revenue Department 1.58 1.51 3.09 
15. 18-Social Welfare 14.20 6.8 1 0.62 20.39 
16. . 19-Housing Urban Dev. Department 75.25 20.69 q6.lt 29.83 
17. 27-Higher Education Department 11.40 4.81 16.21 

Total-ID 310.88 160.94 169.93 301.89 
Total I+D+m 1260.68 249.63 1001.47 508.84 
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Appendix-2 
(Reference: Paragraph: 2.3.2: Page ; 47) 

Excessive Supplementary grant/appropriation 
(RuEees in Crore 2 

S.NO. Name of Amount of GrantJAppropriation 

Grantl Appropriation 

Original Supplementary Total Expen- Saving 
di tu re 

I-Revenue (Voted) 

1. 3-Plann.tng and- 6.09 94.56 100.65 9.56 91.09 
Development Department 

2. 10-Law Department 10.85 8.07 18.92 17.11 1.81 

3. I I-Industries and 53.81 11.21 65.02 61.16 3.86 
Commerce Department .. 

4. 17-Health and Medical 218.67 13.39 232.06 229.16 2.90 
Education Department 

5. 20-Tourism Department 18.33 11.61 29.94 23.03 6.91 

6. 25-Labour, Stationery and 14.28 0.84 15.12 14.57 0.55 ~ 

Printin 
Total-I 322.03 139.68 461.71 354.59 107.12 

0-Revenue (Charged) 

7. 10-Law Department 3. 18 0.62 3.80 3.61 0.19 

Total-D 3.18 0.62 3.80 3.61 0.19 

ID-Capital (Voted) 

8. 8-Finance Department 4.40 26.07 30.47 10.99 19.48 

9. 20-Tourism Department 14.85 8.51 23 .36 17.52 5.84 

Total-ID 19.25 . 34.58 53.83 28.51 ' . 25.32 

Total:I .0 and ID 344.46 174.88 519.34 386.71 132.63 
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• 

7. 

8. 

9. 
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.. 

Appendices 

Appendix-3 
(Reference: Paragraph: 2.4.1; Page: 50) 

Stateme·ni showing expenditure incurred without budget provisions 

Grant/Head of Account 
1-General Administration Department 
6210-Loans for Medical and Public Health 
6401-Loans for cro·p Husbandry 
6202-Loans for Education 
6403-Loans for Animal Husbandry 
2- Home Department 
2056-Jails 
2235~Social Security and Welfare 
3- Planning and Development Department 
2230- Labour Employment 
6-Power Development Department 
480 I-Capital outlay on Power Projects (NP) 
5056-Capital outlay on Inland Water Transport 
8-Finance Department 
6435-Loans for Social Security and Welfare 
11-lndustries and Commerce Department 

4860-Capital outlay on Consumer Industries 
-4885-Capital outlay on Industries and Minerals 
12-Agriculture, ~ural Development and Co
operatives Department 
2505-Rural Employment 
2851-Small lndustries 
45J 5-Capital outlay on other rur.al Devel~pment 
Programme 
13-Animal Husbandry Department 
2404-Diary Development 
14-Revenue Department 
2245-Relief on account of Natural Calamities 
15-Food Supplies iand Transport Department 
7055-Loans for Road Transport 
16-Public Works Department 
2217-Urban Development 
4215-Capital outlay on water supply and sanitation 
4216-Capital outlay on Housing· 
4059-Capital outlay on Public Works 
5054-Capital outlay on Roads & Bridges 
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(Rupees in Lakh) 
Amount 

23.46 
12.07 
32.47 

0.63 

37.04 
18.09 

216.86 

25456.32 
119.04 

1.45 

62.00 
250.00 

13.50 
618 .'10 

11.36 

155.00 

1893.84 

2019.22 

150.97 
2570.15 

115.60 
145.36 

19411.51 

. 
11 
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12. 17-Healt_h and Medical Education Department 
2211-Family Welfare 2382.74 
4210-Capital outlay ori Medical and Public Health 93 .94 
4211-Capital outlay on Family Welfare 3.47 • 

13. 18-Social Welfare Department 
2225-Welfare of Scheduled Castes, Scheduled Tribes & 2046.71 
Other :eackward Classes. 

14. 19-Housing and Urban Development Department 
6216-Loans for Housing 0.18 
6217-Loans for Urban Development 25 .00 

15. 20-Tourism Department 
3452-Tourism 101 9.10 

16. 21-Forest Department 
2402-Soil and Water Conservation 15.17 
2406-Forestry and Wild Life 2636.07 
4402-Capital outlay on Soil and Water Conservation 580,01 
4406-Capital outlay on Forestry and Wild Life 66.12 

17. 24-Estates, Hospitality and Protocol, Parks and 
Gar.dens Department 
2059-Pilb~ Works 68.39 

• 
2070-0ther Administrative Service 56.15 
2216-Housing 597.05 
2406-Forestry and Wild Life 286.26 
4406-Capi~al Ot.f~lay on Forestry anq,Wild Life '38~ .68 

18. 27-Higher Education Department 
2203-Technical Education 11.31 
2205-Art and Culture 132.47 
Total 63739.86 

: ~ 

(-

" 
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Appendix-4 
(Reference: Paragraph:2.4.2; Page: 50) 

Statement showing Budget Provisions not utilised . 
(Rupees in lak.h) 

Grant Major Head of Account Amount 

1. General Administrat.ion Department 
2055-Police 

2. 

3. 

6 . 

8. 

10. 

11. 

12. 

2075-Miscellaneous General Services 
223 5-Social Security and Welfare 
5425-Capital outlay on Other Scientific and Environmental 
Research. 
5452-Capital outlay on Tourism 

Home Department 
2070-0ther Administrative Services 
4059 .. Capital outlay on Public Works 
4070-Capital outlay on Other Administrative Services 

Planning and Development Department 
. 2216-Housing 

3451-Secretariat Economic Services 
3475-0ther General Economic Services 
5475-Capital outlay on Other General fr;onomic Services 

Power Development Department 
480 I -Capital outlay on Power Projects. 

Finance Department 
223 5-Social Security and Welfare 

Law Department 
2055-Police • 

Industries and Commerce Department 
2230-Labour and Employment 
4852-Capital outlay on Industries 

Agriculture, Rural Development and Co-operative 
Department 
2403-Animal Husbandry 
2406-Forestery and Wild Life 
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758.00 
0.25 

12.00 
222.00 

100.00 

2.00 
1361.80 
206.00 

2.56 
1757.07 
7924.65 

16261.03 

33184.00 

154.21 

200.00 

117.85 
380.00 

38.37 
38.40 



Appendices 

4402-Capital qutlay on Soil and Water Conservation 88.00 
4705-Capital outlay on Command Area Development 230.00 
44115-Capit~ outlay on Agnculture Research ll!ld Education 182.00 

13. Animal Husbandry Department 
4404-Capital outlay on Diary Development 155.00 

14. Revenue Department 
2401-Crop Husbandry 19.41 
5475-C,apitill out~y on General Economic Services 8.00 
4059-Capital oytlay _on Public Works 301.07 

15. Food Suppli~ an~ .Transport Department 
3055-Road Transport 2004.00 
4070-Capital outl~y on Other Administrative Services 165.00 

18. Social Welfare Department 
2236-Nutrition 35.00 
4235-Capital outlay on Social Security and Welfare 120.00 

19. Housing1md Urban D~velopment Department 
2701-Major and Mediu"' ~ation 28.00 
2215-Water S-ciRJ>ly ~d Sani tion 110.00 
7610-Loans to Government' S~rvants 520.20 

20. Tourism J;>epartment • 
2406-Forestry and Wild Life 623:62. 
4406-Capital outlay on Forestry and Wild Life 285.00 

21. Forest Department 
2402-Soil and Water Conservation 760.46 
2406-Forestry ~Wild Life 35.43 
4402-Capital out~ay on Soil and Water Conservation 1234.00 

27. Higher Education Department 
4202-CaEital outlay on Educationz SEorts, Art and Culture 1620.88 
Total 71245.26 

~ 
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Appendices 
A'ppendix-5 

(Refefrence Para: 3.1.6.1; Page: 57) ,, 
. Statement showing l!h,l'.sical ta1"2ets and achieveme5!ts under Command Area Develol!meot Pro,!ramme 

Year CAD Field surveys Land Jevelling .. .Field channels to 5-8 Field channels within 5- Field Drains 
authori!}: hectare blocks 8 hectare blocks 

T A T A T A T A T A 
(In hectares) 

(percentage achievement in brackets) 
1991-92 ·Jammu 3850 3400 (88) 1490· 1410 (95) 2425 2343 (97) 2425 2339 (96) 722 700 (97) 

Kashmir 3000 178'5 (60) 1000 873 (87) 3500 2068 (59) 3500 2801 (80) 500 224 (45) 

1992-93 Jammu 2900 2900 (100) 1525 i525 (100) '2030 2020 (100) 2030 2020 (100) 606 605 ooo: 
Kashmir 4030 2581 (64) 1240 852 (69) 1920 1595 (83) 1656 1388 (84) 400 362 (91) 

1993-94 Jammu 3000 2900 (97) . .'1135 1450 (128) 2030 2250 (111) 2230 2247 (101) 1110 665 (60) 
Kashmir 2800 1511 (54) 900 489 (54) 1550 1171 (76) 1300 803 (62) 600 20 (3) 

1994-95 Jammu 3000 3200 (107) i4JO 2~1 (98) 2440 2640 (108) 2440 2140 (88) 1040 660 (63) 
Kashmir 3050 1016 (33) 1400 783 (56) 1650 1579 (96) 1650 741 (45) 630 404 (64) 

1995-96 Jammu 3400 3130 (92) io15 ~.810 (87) 2825 2836 (100) 2825 2793 (99) 1642 1047(64) 
Kashmir 1216 1522 (125) 1250 127 (58) 1550 1785 (115) 900 1017 (11: 

1996-97 Jammu 3100 3228 (104) 1713 1702 (99) 2597 2600(100) 2707 2210 (82) 944 1013 (10' 
Kashmir 1132 592 (52) 104(]" 343 (33) 1426 1692 (119) 800 453 (57) 

1991-98 Ja_mmu 2769 2769 (100) 1•.60 1510(111) 2800 3003 (107) 2733 2902 (106) 950 997 (105: 
Kashmir MOO 1183 {85) 350 367 {105) 2000 1325 {662 1100 595 {542 

Total Japunu 22019 21527 (98) 11728 11798(101) 17147 17692 (102) 17390 16651 (96) 7014 5687(81 j 
Kashmir 16628 10190 {612 ; ;718Q 4434 {622 13596 11215 {822 8106 5733 (71) 4930 3075 (62 

G.Total -38647 31717 {822 18908 16232 {862 30743 28707 {93) 25496 22384 {882 11944 8762 {73 
(T- Targets; A- Achievements) 
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Appendix-6 
(Reference: Paragraph:3.l.6.1; Page: 57) 

Statement indicating variation in the figures of achievements reported 

s: Item of work Year Achievements as per work done Achievements reported in progress 
No completion statements of sub- reports of sub-divisions 

divisions 
I. 2. 3. 4. 5. 

(Area in hectares) 
Daya la- Dayal a-

Sarore Sapwal chak Total Sarore Sapwal chak Total 
I. Land levelling 1992-93 911 511 689 2111 782 521 655 1958 

and reshaping 1993-94 210 183 355 748 292 285 405 982 
1994-95 382 167 468 1017 529 194 601 1324 
1995-96 294 184 240 718 503 200 607 1310 
1996-97 485 133 119 737 660 108 117 885 

5331 
6459 

2. Construction 1992-93 236 N.A 984 N.A 499 484 1053 
of field 1993-94 525 376 644 1545 528 480 721 2036 
channels 1994-95 343 517 820 1680 355 482 835 
outlet to 5-8 1995-96 215 313 459 987 3~4 396 802 17'29 
hectares 1996-97 621 396 743 1760 516 430 680 
block 1672 
(Grouting) 

1592 

1626 
N~A 

86,55 
3. Construction 1992-93 470 783 '857 2110 472 650 1038 

of field 1993·94 101 214 670 <>85 462 518 731 i160 • 
channels 1994-95 329 380 741 1450 466 240 640 
within 5-8 1995-96 449 423 315 1187 594 600 670 1711 
hectares 1996-97 921 378 595 1894 670 353 412 
block , 1346 

1864 

1435 
7626 

8516 
4. Construction 1992-93 70 144 179 393 114 1? 8 252 504 

of field drains 1993-94 114 99 179 392 145 170 280 595 
1994-95 107 140 160 407 193 217 194 604. 
1995-96 153 141 217 511 200 250 452 902 
19%-97 245 220 358 823 293 230 365 888 • 

2526 
3493 
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-\ 

I Project-wise breakup of Col-5 Achievements reported by Director CAD Jammu in 
guarterll:'. and other reports to Government 

6. 7. 
(Area in hectares) 

Ravi Tawi Ravi Tawi Total 
1499 459 612 448 1060 
745 237 700 200 900 

.. 894 430 1120 361 1481 
1112 198 500 678 1178 
225 660 253 660 913 

5532 
1654 382 1401 350 1751 
1358 371 1450 350 1800 
1422 250 1500 440 1940 
1456 136 1400 500 1900 
1170 456 1280 480 1760 

9151 
1808 352 1414 350 1764 
1367 344 1447 350 1797 
1026 320 1190 300 1490 
1609 255 1372 496 1868 

r· 
765 670 765 670 1435 

I 8354 
390 114 290 274 564 
500 95 400 200 600 
479· 125 425 ISO 575 
792, 110 600 302 902 
658 230 688 230 918 .. 3559 
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Appendix-7 
(Reference: Paragraph: 3.8.5.1; Page: 105) 

Statement showing variation betWeen funds allotted by Chief Electoral Officer and 
those shown received by District Election Officers 

S.No Name of District Allotted by CEO Amount Variation 
accounted for by increase{+) 

DEO decrease (-) 
(Rupees in lakh) 

Lok Sabha Elections 1996 . 
1. Srinagar 21 .94 l0.00 (-) 11.94 
2. Baramulla 20.50 19.00 (-) 1.50 
3. Poonch 10.81 10.20 (- ) 0.61 
4. Anantnag 22.72 16.75 (-) 5.97 

Total 75.97 55.95 (-) 20.02 
Assembly Elections 1996 

5. Doda 31.45 5.00 (-) 26.45 
6. Leh 8.03 8. 13 (+)0.10 
7. Kargil 7.22 7.00 (-) 0.22 

Total 46.70 20.13 (-) 26.57 
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Appendices 

Appendix-
(Reference: Pargraph: 7.2.2 

Statement showin~ particulars of up-to-date Equity 
s,, ~ame of the co~ny Paid-up capital as at the· end of 31 March 1998 
No 

State Govern- Central Others Total 
ment Govern-

ment . (Rupees in lakh) 
Finance 

1 Jammu and Kashmir Bank Limited 2577.53 nil 422...43 2999.96 

Industries and Commerce 
2. Jammu and Kashmir Minerals 800.00 nil nil 800.00 

Limited 
3. Jarnmu and Kashmir Industries 1783.83 nil nil 1783.83 

Limited • 
4. Jammu and Kashmir State 4352.64 nil nil 4352.64 

Industrial Development 
Corporation Limited 

5. Jammu and Kashmir Cements 1499.67 nil nil 1499.67 
Limited 

6. Jammu and Kashmir Handicrafts 432.62 22.00 nil 454.62 
(Sale and Export) Corporation 
Limited 

7. Jammu and Kasluhir Small Scale 311.85 nil nil 311.85 
Industries Development 
Corporation Limited 

8. Tawi Scooters Limited 80.40 nil ruJ 80.:40 
9. Himalayan Wool Combers Limited °I36;'50 nil nil 136.50 

• 
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-8 
Page: 177) 
c ital d Lo ap an ans as on 31 M h 1998 arc 

- Loans-ftiven bv Loans ootstandine: as on 31 March 1998 
State Central Others Total State CeniraJ Others Total 

Govern..:· Govern- Govern- Govern-
ment ment ment ment . 

(Rupees .in~) 
-

, 
nil nil nil nil nil nil nil nil 

995.50 nil nil 995.50 5513.20 nil 495.09 6008.29 

1710.00 nil nil 1710.00 9467.22 nil 890.67 10357.89 

nil nil nil nil 5.00 nil 4848.00 4853.00 

nil nil nil nil 414.00 nil 1505.37 1919.37 

. 300.00 nil nil 300.00 1754.77 155.46 nil 1910.23 

nil nil nil nil 419.13 nil nil 41 9.13 
Infonnation awaited 

99.86 nil nil 99.86 430.57 nil 249.35 679.92 
. 

(contd) .. 

• 
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(Appendix -8 ooncld.) 

S.No ·Name of the company Paid-un capital as at Jhe end of 31 March 199~ I 

State dOvem- Cenlral Others Total 
ment ~ Govern- - . 

' !' mcnt ~--

' . (RUJ)CC.' inJakh) · . ~ • 
10. Jammu and Kashmir Handloom 306.90 nil nil 306.90 

11. 
Development Corporation Limited 
Jamrnu and Kashmir State 
Handloom Handicrafts (Raw 
Material Supplies Organisation) 
Ltd. (A subsidial'y of Himalayan 
Wool Combers Ltd) nil nil nil nil 
Public Works 

12. Jammu and Kashmir Projects 152.50 nil nil 152.50 
Construction Corporation Limited 
Power Development 

13. Jammu and Kashmir State Power nil nil nil nil 
Development Corporation (Pvt.) 
Limited 
Agricultural Production 

14. Jammu and Kashmir State Agro 259.92 93.76 nil 353.68 
Industries Development 
Corporation Limited 

15. Jammu and Kashmir State 600.00 320.00 nil 920.00 
Horticultural Produce Marketing 
and Processing Corporation 
Limited 
Social Welfare 

16. Jammu and Kashmir Schefluled 499.00 524.05 nil 1023 .. 05 
Castes, Scheduled Tribes and other 

" Backward Classes Development 
Corporation Limited 

156~2A~ 17. Jammu and Kashmir State 156.28 nil nil 
Womens' Development 
Corporation Limited 
TouriJm 

}" Jammu and Kashmir Tourism 1558.33 nil nil 1558.;n-· 
Development Corporation Limited 

19. Jam.mu and Kashmir State Cable 2432.12 nil nil 2432.12 
Car Corooration Limited 
Total - 17940.09 959.81 422.43 19322.33 

• 
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• 

•• 

State Central 
Gover- . : Gover
nment nment 

172.08 nil 

Information awaited 

nil nil 

nil nil 

242.00 nil 

nil 

nil nil 

nil ~· 
nil nil 

nil . iiil 

3519.44 nil 

~-..... 

nil 

nil 

nil 

nil. 

nil 

nil 

nil 

nil 

nil 

Appendices · 

State ,:Central Otbms :: 
Govern- ~"<:Jcnrera-

ment _ "'-~ 

J R"1PCCS in lalat)~,,:~ _ 
172.08 1411.53 nil nil 1411.53 

nil 30.00 nil nil 30.00 

nil nil nil nil nil 

242.00 1053.65 13.93 18.43 1076.01 

nil 273.00 nil 6*6.71 7153.71 

nil nil nil - 37~72 375.72 

nil nil . nil 45'.70 . 45.70 

nil 426.00 nil 
I 

107.00 533.00 

nil nil nil nil nil .. 

3519.44 21198.07 169.39 1 04 36773.SO 

'. 
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s. 
No ·· 

I. 

2. 

3. 

4. 

5. 

6. 

1. · 

8. 

9. 

IO 

11. 

12. 

. Appendices. 

_ Appendix-
(Reference: Paragraph: 7.2.2; 

Summarised Financial Results of Government com anies for the 
Period of · Y eat in which 

-finalised - . 

Finance 
'• 

Jammu and Kashmir Bank Limited 1 October 1938 1997-98 1998-99 

Industries and Commerce 

Jammu and Kashmir Minerals Limited 5 February 1960 1982-83 1997-98 

Jammu and Kashmir Industries Limited 4 October 1960 1986-87 1998-99 

Jarnmu and Kashmir State Industrial 17 March 1969 1989-90 1998-99 

Development Corporation Limited 

Jarnmu and Kashmir Cements Limited 24 December 1974 1992-93 1998-99 

Jammu and Kashmir Small Scale 

Industries Development Corporation 28 November 1975 1982-83 1993-94 

Limited 

Janunu and Kashmir Handicrafts (Sale 

and Export) Corporation_ Limited · 6 June 1970 1985-:86 1996-97 

Tawi Scooters Limited 15 December 1976 1989-90 199i'-92 

Himalayan Wool Combers Li.r,nited i4J~ 1978 1996~97 1998-99 

Jammu and Kashmir State Handloom 

Development Corporation Limited 29 June 1981 1988-89 1998-99 

Janunu and Kashmir "State Handloom 

Handicrafts Raw Material Supplies 

Organisation Limited (a subsidiary of 

Himalayan Wool Combers Limited) 29 November 1991 No accounts received 

Public Works 

Jammu and Kashmir Projects 

Construction Corporation Ltd 22 May 1965 1982-83 1996-97 
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-9 
Page: 177) 
latest year for which accounts were finalised 
Profit(+)/ Paid up Accu- Capital Return on Percentage of total 
Loss (-) capital mula- employed capital return on Capital 

led employed employed 
loss 

(A) . 

I· 

'f 

(Rupees in lakh) 
(+) 5037.00 2999.96 281263.86 37921 .57 13.48 

(-) 70.13 800.00 346.39 647.90 (-)67.04 (-) 10.35 

(-)469.37 1499.94 876.31 1685.01 (-) 403.05 (-) 23.94 

(-) 295.48 2692.64 548.78 4633.47 12.59 6.50 , 

. (-) 6.38 1549.67 660.90 2151.29 124.98 5.87 

(-) 10.63 166.85 358.55 32.22 9.00 • 

. 
(-) 2~. 9 1 104.10 48.90 382.76 (-)27.91 (-)7.29 

(-) 6.14 80.40 104.23 58.69 (-) 1.25 (-) 2.12 

(-) 84.57 136.50 707.82 (-) 103.47 (-)73.32 (-) 70.86 

(-l:~.9.33 299.90 169.06 612.78 (+) 7.63 l.25 

• (+) 2.36 100.00 7.26 123.40 4.82 3.90 

,, 
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S.No 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

. Appendices 

Name of the company 

Power Development 
Jammu and Kashmir State Power 
Development Cerporation (Private) Limited 
Agricultural Production 
Jammu and Kashmir State Agro Industries 
Development Corporation Limited 
Jammu and Kashmir State Horticultural 
Produce Marketing and Processing 
Corporation Limited 
Social Welfare 
Jammu and Kashmir Scheduled Castes, 
Scheduled Tribes and Other Backward 
Classes Development Corporation Limited 
Jammu and Kashmir State Women's 
Development Corporation Limited 
Tourism 
Jammu and Kashmir Tourism Development 
Corporation Limited 
Jammu and Kashmir State Cable Car 
Co ration Limited• 

Date of 
incorporation 

'· 

16 Februaiy 1995 

30 January 1970 

10 April 1978 

l April 1986 

10 May 1991 

13 February 1970 

28 November 1988 

cndix-9 coocld. 

Period of Year iB 
accounts which 

finalised 

No accounts received 

1982-83 1998-99 

1989-90 1997-98 

1988-89 1996-97 

1991-92 1998-99 

1984-85 1997-98 

1988-89 1998-99 

• No profit and l~ account bas been prepared by the company as it bas not commenced busines.s 
activities. 
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' · . . , 

.· Profit 
(+)/ 
Loss· 
(-) 

~dup . Accu
capital mu1a

ted.19SS 

(-)25.16 195.76 145.20 

(-)457.30 920.00 2045.04 

(-) 2.49 78.10 4.66 

nil 2.l)Q 

(-) 38.22 '235.22 59.52 

Appendices 

Capital 
emp- · 
loyed 

(A) 

(Rupees in lakh) 

134.60 

169.98 

133.07 

1.11 

231.34 

·Retwn ·· 
on 
eaPitaJ 
emp
loyed. 

(-) 24.17 

(-)161.76 

(-)2.49 

nil 

(-) 37.98 

Percentage of total 
return on Capital ,, 
·· employed. 

(-) ti96 

(-) 95.16 

(-)1.87 

(-)162.72 

A Capital employed represents net fixed assets (including work in progress)plus working capital 
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Appendix
(Reference: Paragraphs: 7.2.3 and 7.2.4; 

Statement showin2 subsidy and 2uarantees received and 
S. Name of company Subsidy received duriJJg the year 
No 

Central State Others Total 
Government Government 

(F' . brack ts indi ~~ ~~:~ lgllfCS m e cate su t y unub . ) 

A-Government Companies 
Finance 

1. Jammu and Kashmir Bank nil nil 6.00 6.00 

Limited (6.00) (6.00) 

Industries and· Commerce 
2. Jammu and Ka$mir Minerals nil nil nil nil 

Limited 
3. Jammu and Kashmir Industries nil nil nil nil 

Limited 
4. Jammu and Kashmir State nil nil nil nil 

industrial Development 
Corporation Limited. 

5. Jammu and Kashmir Cements nil nil nil nil 

Limited 
6. Jammu and Kashmir Handicrafts nil nil nil nil 

(Sale and Export) Corporation 
Limited 

7. Jammu and Kashmir Small Scale nil 10.00 nil 10.00 

Industries Development 
Corporation Limited · 

8. Tawi Scooters Limited In(onnation awaited 

9. Himalayan Wool 'Combers 
Limited nil .nil nil nii 

10. Jammu and Kashmir State 
Handloom Development 17.51 nil ··nil 17.51 

Corporation Limited. 
ll . Jammu and KasJ:µnir State nil nil nil nil 

Handloom Handicrafts Raw 
Materials Supplies Organisation 
·Limited (a subsidiary of 
Himalayan Wool Combers 
Limited) 
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-10 
Page: 177) 

t t t d. 2uaran ees ou s an m2a t th een d fth 0 eyear 
Other fimds received from Guarantees outstanding 

State Central Total Cash credit from Loans from Total 
Government Government SBI and other other sources 

banks 
(Rupees in lakh) (Figures in brackets indicate outstanding guarantees) 

., 

nil nil nil nil nil nil 

nil nil nil (150.00) - (150.00) 

nil nil nil (1174.54) nil ( 1174.54) 

nil nil nil nil nil nil 

nil nil nil nil (1505.37) (1505.37) 

61.00 nil 61.00 \155.46) nil (155.46) 

134.00 nil 134.00 nil (66.60) (66.60) 

nil nil nil nil (249.35) (249.35) 

-49.25 nil 49.25 nil nil nil 

nil nil nil nil nil nil 

(. 
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(Appmdix-10 QX\ld) 

S. Name of company Subsidy reccimi during the year 
No 

Central St.ate Others Total 
Government Government 

. (Rupees in lakh) 
(Fi.gm-es in brackets indicate subsidy unutilised) 

Public Works 
12. Jammu and Kashmir Projects nil nil nil nil 

Construction Corporation 
Limited 
Power Developm.ent 

13. Jammu and Kashmir Power: 
Development Corporation (Pvt.) 

nil Limited nil nil nil 

Agricultural Production 
14. Jammu and Kashmir State Agro 

Industries Development 
Corporation Limited 

nil 339.12 nil 339.12 
15. Jammu and Kashmir State 

Horticultural Produce Marketing 
and Processing Corporation 
Limited 

nil nil nil nil 
Social Welfare 

16. Jammu and Kashmir Scheduled 
Castes, Scheduled Tribes and 
Other Backward Classes 
Development Corporation 58.64 52.l l 110.75 

Limited 
(58.64) (52.ll ) ( l 10.75) 

17. Jammu and Kashmir State 
Womens' Development 
Corporation 
Limited 

nil nil nil ~ 
TOllritm 

l~. Jam.mu and Kashmir Tourism 
Development Corporation 
Limited 22.00 nil nil 22-.00 

19. Jammu and Kashmir Cable Car 
Development Corporation 
Limited 

nil nil nil nil 

98.15 401.23 6.80 505.38 
{58.64) {52. 11) (6.08) {116.75) 

. , 
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' State 
Government 

.. 

, nil 

nil 

" 

1 

nil 

50.00 

nil 

nil 

569.51 

nil 
• 

863.76 

Appendices 

Central Total 
Government 

(Rupees hl lilil) 

nil nil 

nil nil 

nil nil 

nil 50.00 

nil nil 

nil ail 

nil 569.51 

nil nil 

nil 863.76 

Cash aedit from Loans Total 
SBI and other other sources 

·bmlks;,, 

(Figures m brackets indicate ~ outstaodin8) 

nil 

nil 

nil 

(6880.71) 

nil 

nil 

nil 

(7186.17) 
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nil 

nil 

nil 

nil 

0,75.72) 

(35.10) 

20.00 

nil 

28.11 
.. 28 

'' . ' 

nil 

nil 

nil 

(6880.71) 

(375.72) 

(35.70) 

20.00 

nil 

•• 18593.4 
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s. Name of comp811Y Subsidy received during the year 
No 

'-, 
Central State Others Total . 

'! Government Government 
(Rupees in lakb) 

.~ 
(Figures in brackets il!dicate subsidy unutilised) "' 

B-Statutory Corporations 
I. Jammu and Kashmir State nil nil nil nil 

Financial Coq><>ration 

2. Jammu and Kashmir State Road nil nil nil nil 

Transport Corporation 

3. Jammu and Kashmir State Forest nil nil nil nil 

Corporation 

4. Jammu and Kashmir State nil nil nil nil 

Electricitv Board 
Total: nil nil nil nil 

r 

·' 

.. 
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Appendices 

(Appmdix 10 ooncld) 

Other funds received from Guarantees ou 
.. 

· State Central · Total Cash credit from Loans from Total . 
Government Government SBI and other other sources 

' - banks '· 
' (R~ In lalch) (Figures in brackets indicate guaraoted outstanding) 

' • 
495.00 495.00 

nil nil nil - (9766.70) (9766.70) 

/ 
/ 

• 

nil nil nil (160.00) (425.00) (585.00) 

nil nil nil (2240.93) - (2240.93) 
.. 

nil nil nil - 5390.36 5390.36 
(30355.95) (30355.95) , 

nil nil nil 5885.36 5885.36 
(2400.93) (40547.65) (42948.58) 

' 

t 

/ 
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Appendix-11 
(Reference: . Paragraph: 7 .2.8; Page: 182) 

Statement showing the capacity utilisation of manuf~cturing 
units of various companies for th'e year 1997-98 

S.No Name of the company Unit Installed . A~ Perun~ 

ca~ utilisation- utilisa1ien 
~r· .. . ·~ . 

.. annum . - .'i• ' .. 
I. Jammu and Kashmir Minerals Limited 

(a)Wuyan Cement Factory Tonnes 15,000 1014 7 
(b)Precast Concrete Factory No. of 5000 2613 52 

Bari Brahamna, Jam.mu Poles 
-(c)Precast Concrete Factory No. of 5000 1140 23 

Wuyan Poles ~ 

1 

2. Jammu and Kashmir Industries Limited 
(a)Rosin Group of Factories Tonnes 9500 2129 22 

(b)Kashmir Filatures Kgs. 33000 7600 23 r 
(c)Jammu Filatures Kgs. 15000 8200 55 

(d)Silk Weaving Factory Rajbagh Mtrs. 2 lakh 80000 40 

(e)Bemina Woollen Mills Mtrs. 3.40 lakh 100000 29 

(f)Shoddy Spinning Project kgs. 9 lakh 11'800 1 

(g)Joinery Mills Pampore~ cfts 125000 23600 19 
(h)Joinery Mills Jam.mu ~ 82500 15200 18 t 

(i)Knitting Factory Jammu Jerseys :25000 16000 '54 

Socks 105000 15000 14 

Hand 18000 nil nil 
gloves 

Vests 5000 nil nil 

(j) Pharmaceutical works Kgs. 300 28 9 
Baramulla 

3. Jam.mu and Kashmir Cements Tonnes 2 lakh 75830 38 
Limited 

4. Himalayan Wool Combers kgs 9.50 lakh l.79 lakh 19 

5. Janunu and Kashmir Projects Bricks 50lakh 17.14 lakh 35 
Construction Corporation Limited 

.. 254 
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S.No . Name. of the company Unit .Installed A~.,,a1 Percentage 
capacity utilisatibn utilisation 

per 
annum 

6. .Tammtl and Kashmir Agro 
Industries Development Corporation 
.Limited 
(a)Cold storage plant Delhi Tonnes 2200 

(b )Canning plant Khonmoh Tonnes 200 30 15 

(c)Honey plant Khorunoh Tonnes 50 . 

(d)Cattle feed plant Jammu Tonnes 15000 4108 23 

7. Jammu and Kashmir Horticultural Tonnes 800 675 . 84 
Produce and Marketing and 
Processing Corporation Limited 

' 

\ ..... 
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Appendix-12 
(Reference: Pagaraph: 8.1 (a); Page: 208) 
Statement of wanting utilisation certificates 

· ·~ Year of paying Certificates awaited 
No. Amount 

" 
I in crore) 

· Education 1995-96 48 2710.65 . 
1996-97 61 3553.56 

Housing and Urban-Development 1995-96 78 2442.91 
1996-97 9 2739.81 

Health and Medical Education 1995-96 1 3.51 
1996-97 9 126.36 

Agriculture 1995-96 2 487.14 
1996-97 10 627.79 

Law Department 1995-96 - -
1996-97 5 0.76 

Social Welfare 1995-96 14 68.51 
. 1996-97 8 7.57 

General Adininistration 1995-96 ,!O 63.75 
1996-97 3 3.00 

Tourism 1995-96 2 64.09 
! 1996-97 2 88.42 

Art&CUltme 1995-96 3 . 220.96 
1996-97 . 9 259.73 

Pubtic Works 1995-96,, - -
1996-97 l 0.15 

- ' · Total ·295 13468.67, 
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Appendices 

Appendix-13 
(Reference: Paragraph: 8.1 (b); Page:-208) 

List showing names of departments which had not furnished the details of 
grants/loans paid by them to various bodies 

Name of the Department 

1. General Administration 
2. Industries and Commerce 
3. Housing and Urban Development 
4. Agriculture Production and Rural Development 
5. Health and Medical Education 
6. Education/ Higher Education . 
7. Social Welfare 
8.Forest 
9. Tourism 

\ 
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Period for which information 
awaited 

1996-97 onwards 
1996-97 onwards 

1992-93 to 1996-9/ 
1996-97 onwards 
1996-97 onwards 
1996-97 onwards 
1996-97 onwards 
1992-93 onwards 
1992-93 onwards 
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Appendix -14 
(Reference: Paragraph: 8.l(b); Page: 208) 

Bodies which did not furnish annual accounts for 1997-98 and earlier years 
S.No Name of the body. Period for which accounts No of 

I. 

2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
IO. 
11. 
12. 
13. 
14. 
15. 
16 
17. 
18. 
19. 
20 .. 

21. 
22. 
23. 
24. 

25. 

26. 
27. 
28. 

29. 
30. 
31. 
32. 

33. 

34. 

35. 

Jammu and Kashmir Social Welfare Advisory 
Board 
District Rural Development Agency, Srinagar. 
District Rural Development Agency, Pulwama 
District Rural Development Agency, Kupwara 
District Rural Qevelopment Agency, Baramulla 
District Rural Development Agency, Rajouri 
District Rural Development Agency, Doda 
District Rural Development Agency, Leh 
District Rural Development Agency, Kathua 
District Rural Development Agency, Jammu 
District Rural Development Agency, Udharnpur 
District Rural Development Agency, Anantnag. 
District Rural Development Agency, Poonch 
District Rural Development Agency, Budgam 
Jammu and Kashmir Sports Council, Srinagar. 
Desert Development Agency, Leh 
Desert Development Agency, Kargil 
Jamrnu Development Authority 
Jammu Municipality 
Jammu and Kashmir Academy of Art, Culture 
and Languages 
Jammu and Kashmir Housing Board Jammu. 
Islamia College, Srinagar 
State Pollution Control Board 
Jam.mu and Kashmir State Council for Science . 
and Technology 
Jarnmu and Kashmir Energy. Develo~nt 
Agency. 
Kashmir University 
Municipality Srinagar 
Jammu and Kashmir Board of Secondary 
Education 
Srinagar Development Authority. 
Sber-i-Kashmir Medical Institute Trust Soura. 
Jammu Urban Development Agency. 
Jammu and Kashmir Co-operative Supply and 
Marketing Federation Limited 
. Sber-i-Kashmir International Conventional 
Complex 
Institute of Management and Public 
Administration 
Patnitoo Develooment Authoritv 

Total 

·258 

Wcie not received 
1996-97 to 1997-98 

1997-98 
1988-89 to 1997-98 

1997-98 
1997-98 

1996-97 to 1997-98 
1983-84 to 1997-98 
1996-97 to 1997-98 
1996-97 to 1997-98 

1997-98 
1996-97 to 1997-98 

1997-98 
1996-97 to 1997-98 
1992-93 to 1997-98 

1995-96 and 1997-98 
1995-96 and 1997-98 
1995-96 and 1997-98 
1972-73 to 1997-98 
1996-97 to 1997-98 

1996-97 to 1997-98 
1992-93 to 199/-98 

1997-98 
1992-93 to 1997-98 
1986-87 to 1997-98 

1997-'98 

l 983-84 to 1997-98 
1997-98 

1977-78 to 1997-98 

1981-82 to 1997-98 
1986-87 to 1997-98 

1997-98 
1987-88 to 1997-98 

1987-88 to 1997-98 

1988-89 to 1997-98 
1995-% and 1997-98 

aCcounts. 
2 

1 
IO 
l 
l 
2 
15 
2 
2 
1 
2 
l 
2 
6 
3 
3 
3 

26 
2 

2 
6 
1 
6 
1·2 

1 

15 
1 

21 

17 
12 
1 

11 

11 
10 

3 
215 

( 

' 

' 



S.No 
1. 

.. 2 

3. 

4. 

5 . 

.. 
6. 

· 7 . 

• 8 

9 

10. 

11. 

12, 

13. 

Appendice$ 

AppendiI-15 
(Reference: Paragraph: 8.3.1; Page:209) 

Statement showing Bodies/ Authorities and the period 
for which their accounts were received 

Name of the bodv 
District Rural Development Agency Srinagar 

District Rural Development Agency Budgam 

District Rural Development Agency, Kupwara 

District Rural Development Agency, Baramulla 

District Rural Development Agency, Kargil 

District Rural Development Agency, Leh 

District Rural Development Agency, Anantnag 

Municipality Srinagar 

Ja.nitnu University 

Jammu Uiban Development Authority 

District Rural Development Agency Jammu 

Jammu and Kashmir Energy Qevelopment ~nt.. 

lslamia College Srinagar 
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- 1988-89 to 1996-97 

1988-89 to 1991-92 

1988-89 to 1996-97 

1989-90 to 1996-97 

1995-96 to 1997-98 

1995-96 

1989-90 to 1996-97 

1992-93 to 1996-97 

1996-97 and 1997-98 

1995-96 and 1996-97 

1996-97 

1996-97 

1989-90 to 1996-97 
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Appendix-16 
Glossary of abbreviations 

AGM Annual General Meetings 

API Annual Parasite Index 

AQ Acquaquinine 

ACED Assistant Chief Electoral Officer 

BMO Bloe'k Medical Officer 

BHEL Bharat Heavy Electricals Limited 

CADA Command Area Development Authority 

CADP Command Area Development Programme 1 

CCA Cultivable Command Area 

CMO Chief Medical Officer • 
CEO Chief Electoral Officer 

c~s Centrally Sponsored Scheme 

CIS Capital Investment Subsidy 

DOC Drug Distribution Centre f 

DHS Director Health Services 

DEO Distri~El~~on Officer f · 

DG Diesel Generating· , . 

DGSD Director Gen~ral Supplies and Disposals . 

DIC District Industries Centre 

DRDA District Rural Development Agency 

EM&RE Electric Maintenance & Rural Electrification 

FTD Fever Treatment Department 

GSDP Gross State Domestic Product 

fITC Handloom Weaving Training Centre 

I&C Industries & Commerce 

IDBI Industrial Development Bank of India 

1 
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IID Integrated Infrastructural Development Project 

IRDP Integrated Rural Development Project 
!-

JKPCC Jammu and Kahsmir Projects ·construction Corporation • 
IDA Jammu Development Authority 

. ~ 
JAKEDA Jamm~ and Kashmir Energy Development Agency 

MNP Minimum Needs Programme 

- MPO Modified Plan of Operation 

NCCF National Co-operat~ye ConsiJt.ners Federation 

OFD On-Fann Development .. 
POL Petrol, Oil & Lubricants 

PIM Participation in Water Management 

PWD Public Works Department 

PHE Public Health Engineering 

PVC Poly Vinyl Chloride 

RMD • 
Raw Material Depot 

., ' RTIC Ravi-Tawi Irrigation Complex 

R&B Roads and Buildings 

' RAIP ~eqtiisition and acquisitiOn of Immovable Property 

RM Runrling Metre . 

RMG Readymade Garments 

RIV Rapid Intervention Vehicle ., 

SAIL Steel Authority of India 

SI COP Small Scale Industries Development Corporation \ \ 

SPD Stores Procurement Department 

-SSI Small Scale Industries 

~· 
SAR Separate Audit Report 

SFC State Financial Corporation \ 
I 

SlDBI . Small Industries Development Bank.ef ~dia 
; 
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ST A State 1 ransport Authority 

SSRB Subordinate Service Recruitment Board 

SDA Srinagar Development AtithoritY 

TCC Tawi Canal Construction 

· ' ... 
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