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PREFATORY REMARKS 

The approva l of the Pre:..ident of India to carry out the a udit of acco unts of the Municipal 
Corporation of Delhi pertaining to a ll receipts and expenditure was conveyed on 26th Apri l 1988 by 
Government of I ndia. A test audit of the financia l transactions of the Municipal Corporation or 
Delhi was conducted under Section 14(2) of the Comptroller and Auditor Ge neral's (Duties, Po wers 
and Conditions of Service) Act, 1971. 

2. This Report for the year ended 31 March 1989 includes, among others, reviews on. Con
struction of fly-over on two level crossings at New Rohtak Road near Zakhira, Assessment a nd col
lection of property tax, Augmentation of water treatment plants, Po wer and distribution "transfor
mers and Electricity charges of industrial and commercial consumers. 

3. The cases mentioned in this Report are among those which came to notice in the co urse of 
test audit during the year 1988-89; matters relating to the period subsequent to 1988-89 have also 
been included. wherever considered necessary. 

(iii) 
S/22 C & AG/90-2 





OVERVIEW 

The Audit Report for the year ended 31st March 
1989 contains 14 paragraphs including fi ve reviews. 
The points highlighted in the .Report are given below : 

I. Financial management 

The correct financial position of the organis<hions 
could not be ascertained in the absence of compila
tion of monthly and annual accounts. The compilation 
of monthly abstracts of accounts, annual acoounts 
and annual appropriation accounts had been heavily 
in arrears. Provisional figures for 1988-89 showed 
that the G~neral Wing of the Corporation had spent 
R~. 340.32 crores against an income of Rs. 330.46 
crorcs. The reven ue expenditure of Delhi Electrici ty 
Supply Undertaking (DESU) was Rs. 572.30 crorcs 
against receipts of Rs. 419.63 crores, leaving a revenue 
defici t of Rs. 152.67 crores. Tl ie. cap~ta l exp1!11.di tvrc 
was Rs. 190.09 crores ·against receipts of Rs. 157.58 
crorcs. The expenditure of Delhi Water Supply and 
Sewage Disposal Undertaking (DWSSDU) was 
Rs. 162.56 crores against receipt of Rs. 99.94 crorcs 
leaving a deficit of R s. 62.62 crores. 

General Wing of the Corporation had not submitted 
the -annual appropriation accounts from 1985-86 and 
the annual occounts for 1988-89 to the Chief Auditor. 
The Delhi Electric Supply Undertaking had not sub
mitted the accounts from 1985-86 and annual appro
priation accounts from 1981-82. The Delhi Water 
Supply and Sewage Disposal Undertaking h-ad not 
submitted the annual accounts and annual appropria
tion accounts from 1984-85. 

Temporary advances to the extent of Rs. 540.07 
lakhs paid to the suppliers etc. during 1954-55 to 
1988-89 had not been ad.justed till 31st March 1989. 

As per the report of the Municipal Chief Auditor 
for the year 1986-87, vouchers for Rs. 1229.49 lakhs 
and payees stamped receipts aggregating Rs. 52.01 
lakhs were outstanding in accounts upto 1986-87, 
which included large sums drawn more than a decade 
earlier. 

No internal audit manual had been compiled so far. 
The internal audit unit of the General Wing had 
neither conducted the internal audit of ·all the units 
whose audit was due nor bad it taken proper follow 
up action for the settlement of outstanding objectiOJlS. 

(Paragraph 1) 

S/22 C' & l\G/'10-.1 
(v) 

II. Depos·t work on behalf of National Cultural 
Festh·al Delhi Society 

The expenditure incurred fo r construct ion of multi
ticred stages, providing stage lighting, sound arrange
ment, etc. for the cultural fes tival to be held in Delhi 
from 8th November 1986 -a t 27 venues was Rs. 131.36 
lakhs against which R s. 75 Jakhs was received from 
the National Cultural Festival (NCF) so far. The 
NCF had not accepted the liability for the excess 
amount incurred by the Corporation. 

An expenditure of Rs. 49.79 lakhs was incurred 
on hi ring of electrical equipment including lighting and 
the public address system, against the original esti
mates of Rs. 8 lakhs. Expenditure incurred was in 
excess of the estimates on those works for which short 
notice tenders were ~ailed or spot quotations were 
obtained. The rates were higher in 21 cases by a 
margin of 126 to 582 per cent of estimates prepared 
on current mtes. 

(Paragraph 2) 

III . Construction of fly-o,·er on two level crossings at 
New Rohtak Road near Zakhira 

The work of two level crossings-consisted of a 
bridge across the railway lines, slip road, cloverleaf 
and apprriach roads. The work was awarded, in 
November 1983, to be completed, in November 1985. 
The straight portion of the bridge was opened to traffic, 
in December 1987. The work relating to slip road 
and cloverleaf to avoid traffic from cross roads was 
incomplete due to failure of the Corporation to hand 
over the clear site to the contractor, fo r carrying out 
the work. 

Tender documents were issued to 14 contractors of 
whom 13 had done works for Asiad, as per the list 
obtained from the Ministry of Transport and to a 
private firm. By restricting the number of tenderers, 
the benefit of open competitive tenders had not been 
availed of. The work was awarded to a private firm 
for -a sum of Rs. 487 lakhs which was only 1.7 per cent 
lower than the offer of a public sector undertaking 
wh ich w.as eligible for a l 0 per cent price perference. 

A mobilisation advance of Rs. 48.70 lakhs, which 
was Rs. 23.64 lakhs in excess of the maximum admis
sible, was given and the recovery period was made 



longer than the stipulated schedule. Recovery of 
advance and interest was deferred in coutmvention of 
the agreement. Interest of Rs. 0.72 lakh recovered 
in June 1986 was refunded, in July 1986, without 
any valid authority. R ecovery of mobilisation advance 
and interest thereon amounting to R s. 5.61 lakhs were 
still due. These resulted in undue benefits to the 
firm. 

Only 85 p\!r cent of the work \\as completed by 
August 1989 due to fa ilure of the Corporation to 
remove em:ro:ichments from st.es for cloverleaf and 
side road components of t11e project. The encroach
ments wcrc known when the ali~i:n.•::~t was <lctided 
upon in 1982. The Corporation had to pay Rs. l 8.63 
lakhs as esc<1lation charges for labour due to ·ts 
inability to make a clear site available to the firm 
in time. 

(Paragraph 3) 

rv. Constructlon of bridges O\'Cr the railway lines 

The construction or bridges over the railway lines 
on the road connecting Azad Market with S.P. Muk
herji M :-rg was intended to mitigate the problems of 
slow movem«nt of traffic over the narrow bridges. 
The estimates were -approved in 1978. A sum of 
Rs. 423.87 lakbs had been deposited by the Corpora
tion with the railways for works to be executed by 
them. The work was star ted, in June 1980 and th-:: 
time stipulated in the estimates for completion of W!J r k 

was three years. The work had not been completed 
so far. Some structures in occupation of encroachers 
on the proposed s ite had not been cleared . The 
completion of the work is likely to be delayed further. 

(Paragraph 4) 

V. Irregularities in purchase of medicines 

Medicines valuing Rs. 9.70 lakhs had been accepted 
in 1987-89 in contravention of the conditions of 
supply as more than one sixth of life of the medicine, 
had expired. 

(Paragraph 5) 

VL Assessment and collection of property tax 

Consolidated information regarding total number of 
properties assessable and cases of pending assessments 
was not available with the Assessor and Collector. 
The amount of arrears of property toax at the end of 
the year was n0t being complied. However, the 
budgetary document placed before the Corporation 
showed that the estimated -arrears of property tax 
which were R s. 3187 lakhs at the end of 1984-85 
increased to R s. 3673 lakhs at the end of 1987-88. 

No manual had been compiled laying down the 
procedure to be followed and records to be maintained 
in respect of assessment, raising of demand, recovery 
and accountal of property tax. Tn th,· absence of i:.uch 
data and meaningful analysis, no effect ive remedial 
measures would be possible. 

There had been no co-ordination with the Engineer
ing Department of the Corporation which apprnves the 
building plans aad the Delhi Dc:vcl::Jj.'J:-11:1t .'\ut.hor!ly 
which is a major 'agency for building and selling 
properties in Delhi. Such a co-ordinaJ:ion would have 
en2bkd the department to issue notice in respect of 
new propertiec; without deby as the property tax can
not be kvied prior to the date of issue of notice. 

In an '11dustrial estate, Delhi Development Authority 
handed over posst!ssion of 1 86 commercial !>hcds bet
ween 1978 and 1983 to the allottecs. It was noticed 
in Audit that dates of taking of possessions were on 
record in 99 c~ses but notices for property tax in these 
cases were issued from dates later tboan the dates of 
possession. The delay had resulted in loss of revenue 
of Rs. 28.37 lakhs. 

A cinema house started functioning, in April 1971 
but assessment notice was issued for the period from 
April J 972 but final order had not been issued so fa r. 
The department had suffered a loss of revenue of 
Rs. 1.80 lakhs for the period from April 197 1 to 
March 1972 and had failed to raise a demand amount
ing to Rs. 25.20 lakbs for the period from April 1972 
to October 1984 when the cinema was burnt out. As 
ass~ssment order and demand not ice had not been 
issued, recovery proceedings could not be ini tiated. 

There h ad been cases of delay in issue 0f notices, 
assessment orders and cases of under assc:.sment of 
rateable value. In six cases, there had been Joss of 
revenue of Rs. 10.40 lakbs. 

Pass books meant for issue to asscssees of property 
tax printed, in July 1987, at a cost ·of Rs. 1.12 lakhs 
had not been issued. An offer of a firm to print the 
pass books, free of cost, by insertiJ1g advert isements 
in the books had not been accepted. 

(vi) 

New Delhi Municipal Committee had not paid its 
share of fire tax since 1958 and this had accumulated 
to R s. 650 lakbs by 1987-88. 

(Paragraph 7) 

VU, Non-furnishing of utilisation certificates 

The certificates of utilisation of grants amounting 
to Rs. 297.78 crores received during 1977-78 to 
1987-88 in 260 cases bad not been furnished b y the 
Corporation to Delhi Administratiqn. 

(Paragraph 9) 
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VIII. Delhi Water Supply and Sewage D:sposal 
Undertaldng 

(i) Augmcn1ation of water treatment plants.-A 
public utility s;cheme for augmentation of water tr~t
ment plants at Waziiabad was approved, in July 1986. 
The work was to be completed within two years of 
award of work. The pace of construction had been 
slow as progress of different components ranged from 
zero to 75 per cent. Augmentation of water suppiy 
had thus b .'!t:n l.Onsi<lerably delayed. The Undertaking 
stated th~tt the scheme was l ikely to be completed by 
March 1990. 

T ender:-. for supply of pre-stressed concrete and 
hume pipes were opened, in August 1986 but supply 
o rders were issued, in June 1987, in the case of pre
st resse<l pipes and in respect of hume steel pipes in 
March 1987. Negotiations were held and the lowest 
tenderers in bo th the cases received orders for a part 
of the supply. Other parti~s were given orders at 
higher negotiated rates. The Undertaking incurred 
an avoidable expenditure of Rs. 45.42 lakhs. Oue 
of the parties did not accept the supply order and the 
Undertaking called for fresh tenders for 4750 metres 
of pre-stressed pipes which Were opened, in November 
1988. Negotiations were h eld and orders issued, in 
April 1989. The lowest tenderer was given '<ID order 
for 50 per cent of the quanti ty and the other tenderer 
supplied the balance at a h igher rate. The Under 
taking incurred an avoidable expenditure of R s. 7.24 
lakhs. Thus, injudicious split up of orders had 
resulted in extra expenditme of Rs. 52.66 lakhs. 

The lowest tenderer for the constructioa of pump~ng 

station -a t Okhla was permitted to revise upward, the 
quotation after the tenders had been opened on tJ1e 
plea that the tenderer was not aware of the corrigen
dum to th0 notice inviting tenders. However, there 
was evidence that the corrigendum had been received 
by th e tenderer well before the date of opening of 
tenders. This und ue favo ur to the contractor resulted 
in extra payme nt of R s. 2.60 1-akhs. 

There was no condition of advance payment in the 
notice in'{iting tenders. However, advance payment 
of Rs. 20 lakhs each was made to two contractors. 
Whereas interest from one contractor was charged at 
the rate of 18 per cent p er an num, the other con
tractor, a public sector undertaking, was given an 
interest free advance resulting in a subsidy of R s. 2 
lakhs. 

(P aragraph I 0) 

(vii) 

(ii) Construction o~ water treatntent plant at Nor{h 
Shahdara.-Tbe construction of a 100 million gal1t1ns 
per day water treatment plant, pumping sets, water 
pumps, reservoirs, etc. at North Shahdara was taken up, 
in September 1980, to be completed by March 1983. 
The pl ant had been commissioned in phases from 
June 1984. An expenditure of Rs. 23.47 crores had 
been incurred on the project up to 1985-86 and 1hc 
work had not been completed. 

Tiu failure of the Undertaking to properly plull 
exec uJion of allied works !>ad Jed to payment of 
escal ation of labour charges amounting to Rs . 7.99 
lakhs. 

Adv.'.ll}Ces aggregating R s. 232.10 lakhs paid for 
depo~it works to various agencies during M arch 198 J 
to October 1985 had been lying outstanding for four 
to seven years. 

(Paragraph 11) 

IX. Delhi Electric Supply Undertaking 

(i) Power and distributiun transforcms.-The num· 
ber of transformers owned by DESO installed on lmc, 
kept as standby, av.-uiting repairs, disposal, etc. was 
not available with the Chief Engineer (D;stribution). 
In the absence of these details, there could not be 
any effect ive control or planning for purchase of tram.
formers, iheir utilisation, repairs, overhauling, etc. 

Proper ·arrangement for val'io us tests and overhanl
ing of p ower transformers had not been made. T here 
were 112 power transformers m ore than six years old, 
all of which had become O\ erduc for overhauJ:ng. 
A l 00 MV A power transformer costing R s. l 00.40 
lakh.; fai led V.'ithin three years of installation against an 
expected l ife of 35 years. An Enqui;y Committ~e 
pointed out that some req uisite tests which could have 
located the faults at early stage had not been ca.rrie~I 
out. Six power transformers valuing R s. 143.28 lakhs 
were commissioned after their warran ty period of 
12/ 18 months had expired. Thirteen power trans
formers valuing Rs. 199. 77 Jakhs had been declared 
as scrapped within 3 to 17 years which were mu _h 
below the expected life. Njne power tran sformers 
costing R s. 189.77 lakhs had been lying up to five 
years without b eing repaired or overhauled. 

As per survey conducted in 1986-87, 2215 distribu
tion transformers of various capacities were awaiting 
repairs. No arrangements had been made by DESU 
for repair of these transformers. Between 280 and 
310 distribution transformers of various cap"C1cities 
had failed in each year during 1985-88. 



Out of 4735 distribution transformers, 1207, (25.49 
per cent) costing .Rs. 972.68 Jakhs failed during the 
guarantee period it s:::lf. As many as 353 distributil•n 
transformers costing Rs. 121.36 Jakhs which failed 
during the guarantee period had been lying in store 
depot unrcpaircd/ unreplaced since 1984. 

Out of 985 scrapped distribution transformers, 
dumped at a scrap store depot for disposal, 721 had 
failed within 12 years from Lhc dat ~ of commissioning 
without completing half of their expected life of 25 
years. The number of transformers which fa iled even 
before completing one fifth of the prescribed life was 
358 viz. 36 per cent. These transformers had been 
lying in the store depot for up to 13 years. A sum 
of nearly Rs. 246.25 lakhs which was expected to be 
realised by their disposal had thus been blocked. 

Records revealed t,hat 1.24 lakh litres of used trnns
fo rmer oil had been lying unrefined/ undisposed off for 
periods up to five years. The value of recoverable oil 
was estimated at Rs. 13.62 lakhs. 

(Paragraph 12) 

(ii) Electricity char~es from industrial and commercial 

The unrealised dues from high tension consumers 
towards electricity charges which were at Rs. 140.16 

(viii) 

erores at the end of 1985-86 rose to Rs. 235.33 crores 
at the end of 1988-89, which represented 57 per cent 
of the year:y revenue of Rs. 413 .10 crores for the year 
1988-89. 

Ad hpc billing in respect of street l ighting for the 
period 1986-89 resulted in a loss of revenue to the 
extent of Rs. 8 lakbs. There was undercharging of 
Rs. 2 lakhs due to biliin~ for lesser consumption and 
non-levy of load violation charges by a consumer. In 
three cases, surcharge aggregating R-;. 13-d J.35 lakhs 
was either not l~vied or having been levied was irre
gularly withdrawn. 

Due to the non-receipt of completion reports from 
executing agencies in respect of 13682 deposit works, 
DESU could not work out the net amount recoverable 
from or payable to the con~umers. As many as 5269 
works pertained to more than three years. Bank 
drafts/cheques worth Rs. 252.10 lakbs collected by 
Commercial Officer for providing sub-stations to the 
consumers were sent late for deposit into DESU's 
account which led to borrowi11g of money by DESU to 
that extent. 

(Paragraph 13) 

I 



CHAPTER I 

1. Admin.i~l r.athe set up and financial aspeds 

1.1 Adm:'!zistrative sei up :- The Municipal Corpo
ration of Delhi (Corponition ) was e tablish!!d on 
7th A)ril 1958 as a civic body under the Delhi 
Municipal Corporation Act, 1957 with jl!Cisdiction 
over the Union Territory of Delhi excludi ng the areas 
under the New Delhi Municipal Committee and the 
Delhi Cantonment Board. 

For the i::ffic!cnt perform::ince of its fu nctions, the 
Act provides for the follm 1ing m ur.icipal aut'.:or'.ties :- -

(i) The Standing Committee, 

(ii) The Delhi E lectric Supply Committee, 

(ii i) The Deihl Water Supply and Sewage Dis
posal Committee, 

( iv) T he Commissfoner and 

(v) Tl1e General Manager (Elecfricity). 

1.2 Form of accounts :- T he Delhi Municipal 
Corporation (Maintenance of Ace-aunts) Regulations, 
1959 _prescribe that three wings of the Corpora tion 
viz. (i) General Wing ( ii) Delhi E lectric Snpply 
Unclertaki11g and (iii) Delhi Water Supply and Sewage 
Disposal Un dertaking slwll maintain ~eparate accounts 
of all receipts and expenditure in the form approved 
in respect of the budget estimate~. 

\Vith the exception of some adjustments, th e 
transactioil ~ shall represent actual rt>ceipts r. nd dis
bursements during a year as distingui<;hecl from 
amounts due to or by the Corporation d uring the 
period. However, in the c::ise 'of Delhi E lectric 
Supply Un0.er1aki.ng (DESU!, accounts are required 
to be T!la intained on accrual bnsis. 

1.3 Sabmissio;z of accou;1ts :-Regula tions lay 
down that at the end of each montli , a monthly 
abstract shall be drawn up of every one of the three 
accounts. m1mely (a) Genf" ral 'Wing Acconnts 
(b) Delhi Blcctric Supf)ly UnclP rta\in ~ Accounts and 
(c) Water Supply and Sewage Dispos3l Accounts 
which, after signature of the Commissioner!General 
Manager, shall be forwarded to the Municipal Chief 
Auditor for monthly examination and report as the 
case may be, to the StandiI1g Committee, the Delhi 
E lectr ic Supply Committee anci the Delhi Water 
S/2! C &. AG/90- 4 

Suppiy and Sewage D isposal Commitfee. The abstract 
shall be submitted to the M 1:1nicipal Chief Auditor 
by the 15th of the second month to which the 
accounts relate. 

The R egulations also stipulate that the Municipal 
Chief Accountant shall prepare, annually, Appro
priation Accounts in respect of the three accounts 
of the Corporation and include under the respective 
Heads oP Accounts, explanations for variations in 
consultation with the heads of departments. The 
Appropriatio n Accounts shall be checked by the 
Municipal Chief Auditor, who shall submit the same 
to the Standing Committee for being laid before the 
Corporation. 

It was, however, observed that abstracts of monthly 
accounts and annual Appropriation Accounts of all 
the three wings were ·submitted lat'e to the Chief 
Auditor. Moreover, the submission of accounts of 
the Delhi Water Supply and Sewage Dispoc;al Under
taking and Delhi E lectric Snpply Undertaking was 
heavily in arrears. 

The correct financial position of the organisations 
could not be ascertained in the absence of compila
tion of monthly and annual accounts. The position 
of accounts of various wings was as follows :-

(a) Genzral Wing :-The submission of monthly 
abstract of accounts to the Municipal Chief Auditor 
relating to 1986-87 was delayed by 8 to 12 months. 
For 1987-88 (up to January 1988), the delay ranged 
from seven to eight months and for 1988-89 (up to 
F ebruary 1989), the delay ranged from one to six 
months. The abstract of monthly accounts from 
Jamwry 19~ 8 onwards bzd n 0t been i:ubmitted to 
the Standi ng Committee till Sepfember 1989. 

The annual Appropriation Accounts of the wing 
for 1985-86 to 1988-89 which were due for sub
mission to the Municipal Chief Auditor by 15th June 
of each year were not submitted till June 1989. 

The annuaJ accounts of the wing up to 1987-88 
had been submitted to the Municipal Chief Auditor. 
Information regarding certification of annual iiccounts 
by the Municipal Chief Auditor and its submission 
to the Standing Committee was called for from the 
Commissioner of the Corporation, in October 1989, 



but tile same had not been rccei\ cd ( November 
1989) . 

( b) Delhi Clcc1ric Supply Undertaking :-Abstracts 
of monthly accounts from July 1987 to February 
1988 were belatedly ~ubmitted to the Municipal Chief 
Auditor for examination and the delay ranged from 
10 to 18 months. Abstracts of monthly accounts, 
from March 1988 lo March 1989 had not been 
submitted (September 1989) and the clelay in their 
submission ranged from 4 to 17 months. Information 
on submission of mon thly abstracts to the Standing 
Committee was not furnished by the Undertaking. 

Annual accounts from 1985-86 to 1988-89 and 
annual Appropriation Accounts from 1981-82 to 
1988-89 had not been submitted by DESU to the 
Municipal Chief Auditor (June 1989) . The annual 
accounts for 1982-83 were certified by the Municipal 
Chief Auditor in August 1989. As regards certifica
tion of accounts for 1983-84 and 1984-85, the re
quisite information was called for from the 
Commissioner of Municipal Corporation of Delhi but 
the sam:: had not been furnished (November 1989). 

( c) Delhi Water Supply and Sewaf?e Disposal 
Undertaking :-The abstracts of monthly accounts 

_up to March 1985 had been audited by the Municipal 
. (a) General Wing 

Ye:\r 

1985-86 
1986-87 
1987-88 
1988-89 

- - --- - --··· - - -

Revenue 
-·----- - ----- -· · -· · - - -- ---

141. 14 
JS') . 51 
21 4.81 
231.77 

Ch ief Auditor and submitted to th..: Delhi Water 
Supply and Sew<igc Disposal Committee. The abstracts 
oI monthly accounts of the Urnk rtakiug up to Feb
ruary 1986 were submitted to the Municipal Ch ief 
Auditor for examination (the abstract for February 
1986 was submitted in January 1989). The submis
sion of abstracts of monthly accounts fo r the remain
ing months viz. March 1986 to July 1989 were in 
nrrears (September 1989). 

The annual accounts and annual Appropriation 
Accounts from 1984-85 to 1988-89 which were due 
for submission to the Municipal Chief Auditor by 
15th June of each year had not been submitted to 
the Municipal Chief Auditor till June 1989. The 
annual accounts fo r 1981-82 and 1 9~2-83 and the 
annual Appropriation Accounts up to 1983-84 had 
been ce.rtified by the Municipal Chief Auditor. 

The dates of sub mission of the certified accounts 
to the D elhi Water Supply and Sewage D isposal 
Co mmittee was not made available by the Commis
sioner of the Corporation (November 1989). 

1.4 Financial position :-In the ab~cncc of audited 
accounts up to date verified figures were not available. 
The provisional figures for the last four years 
were :-

Tncome 

Plan 

63.74 
83. 88 

11 0 85 
98.69 

T oi al 
··-----

204.SS 
273. 3'l 
}25 66 
330. 46 

Revenue 

146 .71 
189.40 
214.89 
233.21 

(Tn crores of rupees) 

E xpend iture 

Plan Total 
- ·- - --

64.01 210.72 
81. 56 270.96 
105. 12 320.01 
107. 11 340.32 

------------~---~---~ - - - - - - - - ------ ----
(h) Delhi Electric Supr,ly Undertaking 

(Tn ero res o f rupees) 

Receipts Expendi ture 
--------~--~----- ----~--- --------

Year Revenue Capital Total 
----- -·- - ·- - -- - . - -- - ~ - ------ -· 

1985-86 287. 80 146.73 434.53 
J 986-87 325.63 164.18 439.81 
1987-88 360. 34 155 .27 515. 61 
1-988-89 419.63 l 57. 58 577. 21 

·----- -- - --- - - --- -
(c) Delhi Water Su:i/.v an:I Scwegc DiS!)OS!ll Unde!taking 

'.(car 

1985-86 
1986-87 
1987-88_ 

'1988-'89 

Revenue Account 

Rcccirt Expendi ture Net Openiug 

30 . 19 
44. 5-i 
35.94 
36. 43 

60. 72 
88.74 
86. 69 
99.76 

surplus(+ ) balance 
or 

deficit(- ) 

(-)30. 53 
(-·)44.20 
(-)50. 75 
(-)63 .33 

11.12 
13. 75 
18.03 
26.34 

Revenue Capital Total 

287.22 162.83 450.0 -
361. 60 204.00 565.60 
45). 65 198 .08 657.73 
572.30 190 .09 762 . ~'J 

(Tn crores of rupees) 

Loan Account 

Receipt 

42. 70 
46. 49 
55.65 
63 .51 

Expenditure Closing 
balance 

40. 07 13.75 
42.21 18.03 
47.34 26.3~ 
62. 80 7.7.05 

·--- - -- -------~--- --·- ----- -------
2 

_...... 



1.5 Municipal Chief Auditor :-The accounts of 
the Co rporation arc aud ited by the Municipal Chief 
Auditor who submits his report~ to the Stand ing 
Committee. T he Standing Committee shall cause to 
be laid before the Corporation, eve.ry report made 
by the Municipal Chief Auditor. 

T he report for the year 1985-86 had been placed 
before the Standing Committee, in September 1988 
but was not presented to the Cor porat ion so fa r 
( November 1989). 

It was observed from th e audit report of the M unici
pal C hief Audi tor for 1986-87 that the inspection 
reportsjaudit obj.:ctions pertaining to more than 10 
years were pcm.!!::::; settlement. As per the report, 
the position of outstanding inspection repor ts/aud it 
objections pertaining to the period end ing M arch 
1987 issued upto 31st M arch 1988 aml outstanding 
as on that ela te was as foJiows :-

P~riocl to w~1 ich in>pcction 
reports p er tain 

General Wing 
Prior to 1970-71 
i 970-71 to 1979-3') 
1980-81 t(\ 1986-87 

Total 

D.:ll1i Electric S upply U. 1tfartaki11g 
Prior to 1970-71 
1970-7 J to 1 979-~v 

19d0-8 1 to J9,3-J-J7 

To:al 

Numb~r of N umber of 
outst:mcting outstanding 
insp..:ction paragraohs 
repor ts 

17 72 
1056 6271 
1595 991 8 

---- --
2668 16261 

-·-

10 22 
636 2-U 2 
921 4474 

---
1567 6908 

----- --·-- · 
Del/ti Wat.:r Supply w .d S wag<1 Di~pusal Uu!.>rtaki11g 
1970-71to191::>-!hJ 225 873 
1980-81 to 1986-87 588 3374 

Total 813 42-17 

There was i.l n increase in the number of oul
~tanding inspect ion re1>ortsiaudit notes; paras· :-i s 011 

3 1st March 1988 a s compared to the position as 
ou 3 1st March J 986 as indicated below : -

N:im.: ofWiug 

General Wing 

D~lh i Electric 3upply Underta k ing 
Dc:lhi \V:1t .:r St•;1!'!Y and Sewage 

Di; pus'.ll U11dcr1ak1·cg . 

fo t.ll 

I nspect ion Aud it 
reports p:i r.1s 

407 2255 

2-12 935 

109 9ul 

4201 
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T he Corpora tion had prescribed n time limit of 
one week for disposal of audit objections· ra ised by 
tiic Municipal Chief A uditor by the · departmental 
o fficers and ten days in the case of disposal by tht: 
Commissioner as per R esolution dated 3rd September 
1959. The increase in the number of outstanding 
inspection reports and audit paras as on 31st March 
1988 over those on 3 1st M arch 1986 were 19.34 
a nd 18.09 per cent r espectively clearly indicative that 
the instructions regarding d isposal of audit objections 
were not being followed. 

T he report of the Municipal Chief. Auditor also 
indicated t hat vouchers for heavy sums which were 
d rawn more t:ian a decade ea rlier were not made 
available. Non-availability of vouchers, against large 
sums drawn more than 10 years ago is fraugh t with 
serious risks of m isuse of funds and misappropriation 
thereof. The table below gives the break-up of the 
amounts o utstanding :-

Period to which 
insp::c tio :1 
reports peri::in 

(a) G eneral wi ng 
. Prior to 

1979-80 

Between 
1980-8 l <llld 
1986-87 

Total 

For wam of 
vouchers 

For want of 
p:iyce's stamped 

receipt 

No. or Amount No. of Amo unt 
items (Rupees in items (R upees in 

lakhs) lakhs) 
------- - - --

1330 195 48 297 4.75 

3149 191. 21 104 23. -)7 

386.69 401 23.72 

(b) Celhi E lectric Supply Und, naking 

Prior to 
1979-80 1166 3. o7 867 6. 73 

Betw..:cn 
1980-8 1 :111,l 
1986-87 27 0 .. ~ 5 225 0.47 

- - ·--·----- - - -- - -- ---- -
Total 1193 4. 02 109:! 7. 20 

(c) Delhi W:ui:r Supply and .S~wag.: o ;spo.>:ll Undertaking 
P1ior to 
19"/9-80 1-12 20.56 26 3 . 57 

Be tween 
1980-8 1 and 

1986-87 l 17J:> 818. 22 25 12. 52 

- --·- - - -4·- ----·- - ------
Total 119-12 838.78 51 16.09 
---- --- ---- --

] .6 Delay in. adj11st111e11r of advances :-Temporary 
a d\'ttllCCS Of<l\Vll are iC•[ Ll lfecl 10 be r:tdju•:fed With i n 

one month of the Jak 1)f cl 1m'. :-il It \\ '.1' ol~ ~·- rved 
that tem porary ad vances to s•Jppl iers/ conlractul's, etc. 



amounting to Rs. 540.07 Jakbs pertaining to 1954-55 
to 1988-89 had remained unadjusted till 31 st March 
1989. The year ~ise break-up is given below :-

- -- ----- - ----- - ---- - --
Year 

Upto 1979-80 
Between 1980-81 and 1984-S5 
Between 1985-86 and 19S8-89 

Total 

Amount 
(Rup~e~ in l:ikhs) ' 

93.43 
78.49 

368 . 15 

540.07 

It was noticed that advances for very heavy smns 
which wen.: drawn many years ago had not been 
adjusted till August 1988. The Accounts wing bad 
stated, in September 1989, that the cases for adjust
ment had not been received from the depart ment 
who had paid th e advances. Non adjustment of 
advances for a long time is fraught with the risk 
of funds being misuti lis..:d and even pos~ib i iity of 
temporary misappropriation thereof can not be ruled 
out. 

1.7 Internal audit :- The Delhi Municipal Corpo
ration (Maintenance of Accounts) R egtilations, 1959, 
provide that the Municipal Chief Accountant shall 
be responsible for the proper maintenance of all the 
accounts ·and for their internal check and cxmuina
tion of transactions. Information regarding internal 
audit set up and control of the Ch!c.f J\ccountant 
over the internal check of the accounts of all the 
three wings, duties and functions assigned to internal 
audit, etc, was called for from the C hief Accountant, 
in May 1989. No reply had been received in spite of 
issue of reminders, in Augu ~t and September 1989. 
It was under:-.tood that the Municipal Chief Accoun
tant arranges internal checks examin•~ t ion of trans
actions in the General \Ying. The Delhi Electric 
Supply Undertaking and tiie Delhi Water Supply and 
Sewage Disposal Undert aking have their mvn arrange
ments for internal audit. T he authori:y fo r d:v1!5ting 
the Chief Accountant of his statutorily laid down 
responsibility was not made aYaifobk to Aud it. 

As per audit report of the Municipill Ch'd Auditor 
for 1985-86, the internal audit beaded by th e Deputy 
Chief Accountant under the supervhion of the Muni
cipal Ch!ef Accountant had an ectablishment nf six 
internal audit officers assisted by other st,bordinate 
. ta[. 

The main [l!nc1it'n uf the Internal Audit Cell of 
the General Wing is to co;1d11ct th<' tllid;t of al l the 
uni ts!zones, physica l \'Cri tication or 5tor1. . ·. il·. The 
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internal audit is requim.I to conduct the nudit of 
1900 units during a cycle of four years. There was 
no internal audit manu,tl. As per the report of the 
Municipal C hief Auditor for 1985-86 and 1986-87, 
29 L units were audited and 13,687 objections were 
outstanding as on 31 st March 1987. 

It indicates that the Internal Audit Cell was 
neither conducting the internal audit of all t.ic units 
when audit was d u1.: nor proper follo,·; up action 
was being taken [or the settlement of oojections 
rai~cd by the cell. 

The main function of the Cell of the Delhi Water 
Supply and Sewage D isposal Undertaking is to ccnduct 
internal audit of all the unitsj offices of the Under
laking to deal with the inspection reportslaudi t paras 
to incorpornte in the printed audit re port of the 
Municipal Chief Audito;'. Eighty three units had 
been :rnditCL! during the la ~t fo ur years i.e. l 985-89 
The Undertaking could, however, not intimak the 
number of units due for internal audit each year. 
The number of audit paras and inspection reports 
outstanding as on 15th September 1989 was 12 77 
and 89 respectively. 

The Fi m1ncial Adviser and C!;:cr Accounts Officer, 
Delhi Electric Supply Undertnking had not supplied 
the rcguisite information. 

I .8 !von preparation of a~:.cts and lic1biiitir.:s .· tate
me•11 :-The Corporation is requ ired to prepare 
annually a sta ternent of assets created out of grants 
in aid and loans ~eceived from Government of India! 
D.:lh i Adm inistration and liabilit'c ' of the Corporation 
on account of rcraym i.:nt o'f lo;1.n3 and intere.'t thereon, 
etc. A~ pi.:r i1Uruction contained in the c;:tar:ding 
Comm •1 i1...:·: resolution of May 1961, a stai.cment of 
a>sets a11d liabilities is to be appended to annual 
acco unt<.. submitted to th e Municipal Chief Auditor 
for c.: ni;k ation. The Corporation had not prepared 
the n.:q • •i~itc sta temen t and also failed to submit the 
same to the Municipal Ch id Aud itor along '' ith the 
a l) nual ~1ccounts. 

T h..: accounts manag.:ui..:nt 1~ in utt;:r c!::ios and 
the Corporation needs to impro,·e t;1:.: upkcer.i and 
mainten<;ncc of a..:counts l' y suitably cn,;a ~ing l'X

perieaccd ncwunt., qual::i ..: I people and tin'> streng
thening the Chief Accountant's set up . 

The matter was referred to the Ministr. ·, Delhi 
Administration and Municipal Corporati1ll1 ' )• Delhi 
in October 1989: rc pli ~ ll .-\'t.: 11 1t L1cc 11 r~ cdYed 

lDccember .L 989). 
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CHAPTER Il 

GENERAL WING 

Engineering Department 

2. Deposit work on behnli of l\atfonnl Culturnl 

Festival Demi Society 

The National Cultural Festival (NCF ) Delhi 
Society, decided to hold a cultural festival (Apna 
Utsav) in Delhi from 8th N ovember 1986. The 
Municipal Corr oration o( Delhi was reque.,ted, in 
October 1986, to arrange construction of mult i-tiered 
stages, thadc:s, main gate structures, wo0den machans 
for sports, stage lighting, sound arrangement~, etc. 
fo r the festi•1al at eight important siles (maidans). 
Since time left between the dcci~i on taken to hold 
the festival and the date of the festival for maki ng 
suitable arrangements \.Vas limited, the Corporation 
while approving the estimates of Rs. 64 lakhs for 
the work permitted taking up of. work i11 anticipation 
of actual receipt of deposit from the NCF and lo call 
for short notice tenders o r spa~ q uotations. 

T he Corporatio!1 was subsequently, asked to make 
stage and lighting arrangements at 19 more venues 
including street corners bringing the total number o( 
sites to 27. 

No estim<! tes fo r the additional 19 ·ites were pre
pared nor was the quantum of \\ J rk involved :.pccified 
at any stage. T he expenditure incurred for mak!ng the 
related arrangements including lightii1g a:.d the 
departmental charg.:s of Rs. J 3 .24 laklts was 
Rs. 131.36 lakhs. The Corpor.a tion bad received from 
the NCF, R s. 75 ia!::!Js so far ( October 1939) towards 
the festival \'.·orks. 

The NCF h:we not accepted the liability incurred 
by the CorporGtion in execs~ of the deposits made by 
them. A sum of Rs. 56.36 lakh s spent by ti1c Corpo
ration on behalf of the NCF was still outstanding. 

A n expendi ture o( R s. 49.79 lak hs was inclli rd 
on hiri ng of ekctric~l equipment including li~hting 
and public address system. Against the original esti
mate of R s. 8 Jakhs at eight important sites, the ltirc 
charges of elcc<rical arrangement at . seven ,·.-ere 
R '> . 36.54 lakhs a11d l~s. I \ . ?.5 bkh~ \vcrc in et ! rrcd 
on hi ri .. ; of electr ical c-quip111<!11 t for th1: rc111a ining 

J9 . 
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Expenditure incurred was in excess of the .:.:stimates 
on thosi.: works for which short notice tenders were 
called or spot quotations were obtained. Th~ rates 
were higher in 21 cases by a margin of 126 to 582 
per cent of th-:: estimates prepared on current rates. 

The e;w,':ss expendi ture on electrical arrangements 
over the c~timates was 5t 1l:::d , in September 1989, by 
the Engi neer-in-Chief, to be on account of electrical 
arrangements at additional sites. increase in area for 
which lighting arrangements were made, lighting 
arrang.::m..:nts round the clock for execution of work 
during night anCil providing on publ ic address systems 

The approval of the Standing Committee was 
obtained only by the Executive Engineer (Electrical) , 
Sadar Pahar Ganj Zone, in 1Iay 19S7, for an ex
penditu re of Rs. 7.81 lakhs. No other sanction for 
the expenditure of Rs. 110.3 1 lakhs had been 
ubtained (Oc1 ober 1989) . 

T he matter was reported to the ~,;li nistry of Home 
Affai rs, c ·elhi Administration and Municipal Corpora
tion of Delh i in November 1989; replies have not 
been rcc.;.i' . .:d (December 1989) . 

3 . Construction of flycvel' o;1 two level crossings 
a i New Ruhtak R oad near Z.akhira 

3. Introduction 

The construction of a flyova on two l~ve ! crn~sin S?.s 
at New Rohtak Road near Zakhira was in..:luded in 
the Annual Plan 1982-83. The project was estimatt:d 
to cost R s. 1,853. 70 lakhs including the Railway's 
share of R s. 193.57 lakhs. The align ment plan wa, 
prep:ired by the Delhi Development Authority, in 
S.: ntcmbcr 1 ll '30 and a pproved by the Ddhi Urban 
Ar;s Commi~sion , in October 198 1. The work was 
awarded, in November 1983 and scheduled to be 
completed, in N0vembcr 1985. 

T he work perta iEing to con ~truction of bridge 01·cr 
the ra i lw ~ y l i ne'.; was executed by the rai lway as a 

dcpo. it work, wh i '~ the const ruction of ai; rroach 
ro:id:., ::i duvcrkaf fo :ivo iJ er,,,., tramc frl1m all 
~irections and a sli p !OaJ wa ..: l , t ~ ' -: ecut~d hy 
the Corpo ration . 



A total expenditure of Rs. l l42.74 Jakh.; \\as 
incurred upto March 1989 on this work including 

depQsit!. of Rs. 42 8· lakhs made; tu Railways. 

3 .2 Scope of Audit 

The reco rds of the work relating to the period 
November J 983 to March 1989 were te~t checked 
by Audit during J uly to September l 9S9. 

3 .3 Organisational set up 

The Engineering Department of the Corpora tion 
was headed by an Engineer-in-Chief. 'l he work \\'a· 
executed under his supervision by a Superintend ;:->~: 
E ngineer an ti Executive Engineers. 

3 .4 Highlights 

The work "Construction o[ Flyvvv.r ou two 

level crossings at New R ohtak R oad near 
Zakltira, New D elhi" consists of bridge 
anoss railway lines, slip mad, clovcrlcut 
un;J approach roads. The w1i~k was award
ed, in Novemb<!r 1983, to be complctc<I, in 
November 1985. T he s~ra;~ht portion o~ 
lhe bridge was opened tu ualfo~, in D t'cem
ber 1987. T he work refating to slip road 
:m d cloverleaf to a void traaic from cro!'s 
roads was incomplct'.! t!uc to failure o[ the 
Cor11orntion to hand o·; cr !h·~ clear sile to 
the contl'actori for car rying out the work. 

P ublic not ice [or inviting tt-ndcr,; was n11t 
is~ue<l. T ender docu.men~s wcie issued to 
1 3 contr.actors wlto hn'le doue wmks for 
Asind a·; per list nbtained [rum Cht• Minis· 
t~y o j Transport ar.d a priva{e fi rm which 
had bui.it approarh~s to a flyn; zr. \Vil hout 
r. public notice, th() benefit of oprn co.ni
pcti!h~ lenders has not been availed tlf. 

Al"frr a series of ncgo~ intious, the l\1mi;f.i. 
pd Cc·mmb;!oncr recommemkJ award of 
tile contract to the N::iti(>nal Bui.ldings Olils
trnction Corporatio.1 (NBCC) <! public stc· 
(Oi" under taking l\ ~ 1: ch was cEg; iJ!e for a 
10 per ce1;t price preference. The n •com· 
mcadation was not acc~~ted and the wo.·J. 
"as anardcd to a pr irnte firm for a sam ot 
lb. 487 lakhs which w~s .111 ly 1. 7 per cent 
lower than the offer of 1\TBCC. 

1~. mobili.si1lion :ulv:mre of Rs. -l8.70 lakh -; 
was given ' ' hich Wlh H:,. 13.6~ laklts in 
excc~s of the nn ximum ,t<h•1i~si llle ;:mount 
:md the recu, Cr)' pi:r iud wus also 1:mdc 
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longer than the stipulaled schdule R e
covery of mobilisation advance and inte
rest was deferred by the Eng!.nccr-in-Cltlcf, 
in contravention of the a greement. lntcrt'st 
of R s. 0.72 lakh recoverct1, in June 1986 
was rcfunded in July 1986 withont any ya lhJ 
:mthority. R ecovery of mobilisation advance 
and interest thereon amounting to· Rs. 5 .6] 
Jakhs was still due. T hrse resulted i.n un 
due bei;cfits to tl1c firm . 

Only 85 per ("ent nf th •: work w~s complc~c:l 

by August 1989 clue to failure of the Cor
poration to remove cncrJuc!unr.nts h o.ii ~i l es 

for cloverleaf and side road components of 
the project. The encroachments were 
known when the alignment was decided 
upon in 1982. The Corpornlion had to pay 
R~. 18.63 lakhs as escalation charges for 
la!wur ~ue to its i,11ability lo make a cl'!'.ar 
site :wailable to the firm in iimc. 

Adhoc payment o[ Rs. 7 lakhs was mac.le 
to the con!ractor dming F ebruary lo July 
1986 for a deviated ite. 11 Gf wurk for which 
design had not been apprnvt•d (August 
1989). 

3.5 A'rvard of contract :- While notice invitinr! 
"' tenders wa~ a t the drafting stage, a prop·~sal was sent 

to the Standing Committee by the Commissioner of 
the Corporat ion, in January 1983, for short list ing of 
J 3 contractors which •.he Mi1~i ~t ry of Transport haJ 

listed for cons:ruction of fl yover in 1:0nnection with 
the Asiad, 1982 and who the Ministry considered 
them compe:cnt to take up the works of such a mag
nitude in a tight time schedule. 'Nhil:! making the 
proposal, the Commissioner also add.:d the name of 
one more contrc:ctor for apprO\ al on tbe ground that 
f he contractor had made traffic wort11 y approaches 
!o Janak Sehi. T his proposa l was approved by the 
Standing Committee, in J anuary 1983. 

J\ decision taken by Government of India in Spe
cial cicumstanccs necessitating a very !:hort time fo! 
complelion of works which were necessary for the 
J\siad works should not have been adopted a few 
) .:ars later wh;:n such a compulsion did not exi.>t. 

The tender documents were issued only to a limiicd 
number of selec :cd builders. Lump-sum tenders 
~1 rnounting. to Rs. 250.59 Jakh<> based on Delhi sche
tluk of rn:es (DSR) 1977 wen.: invited from limited 
short listctl builders, in February 1983 and opened, 
in Marcb 1983. 

I 
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Eleven tender documents were purchased wh ik 
only fou r firms quoted for the work. All the contrac
tors loaded the o!Ier with certain conditions. 

111e Corporation car.r;•.!d c,ut nt'goti<.itions wi th 
the firms. Out of these four firms, one firm declined 
to participate in the second meeting. As such only 
three firms were left in the field. 

The Commissioner, Corporation in his proposal 
dated 11th October 1983, recommcudccl the award 
of contract to the National Buildings Con~truetion 
Corporation (NBCC) on the ground that they had 
constru~ted bridges in .India and abroad, and also on 
th e strength of Ministry of Finance (BPE) letter 
dated 15th October 1980 which allowed a price pre
ference up to 1.0 per cent .to the public sector enter
prises. If the preference as per orders was taken into 
account, the offer of NBCC was the most competitive. 
TI1c recommendation was not accepted. 

The work was allotted, in November 1983, to a 
private firm for Rs. 487 Iakhs and was only 1.7 per 
cent lesser than that of the NBCC. 

3.6 Progress of work :-The work which was 
awarded, in November 1983, was sch<'duled to be 
c·ompleted, in November 1985. 

The construction of flyover consisted of a straight 
portion , a slip road and a clovcrbaf. While the 
straight portion of the flyover was opened to traffic 
in December 1987, the slip road and cloverleaf in
tended to avoid cross traffic from Lhe perpendicular 
i:oads had not been completed so far. The sites re
quired for the construction of these portions of the 
project belong to Delhi Administration. The project 
report prepared in 1982 had taken note that some 
structures including a retigious structure have been 
built thereon by encroachers. The alignment had been 
~ecid ed on the basis th at the st ructur~s would be re
moved and site made available for the work. The 
sites had not, so· far, been made available (November 
1989) and the work on the slip road and cloverleaf 
has remained suspwdcd sine:: February 1 Q88. 

However, piling work for the cloverleaf had been 
partially done and five piers were constructed fo r 
Rs. 4.43 lakhs. The Deputy Commissioner (Engineer
ing) stated, in D ecember 1989, that an alternative 
aligno!ent plan had be::-n prepared to avoid the religi
ous structure and some other encroachments. As ori
ginal aHgnmcnt plnn is not . proposed to be followed, 
the expenditure of R s. 4 .43 lakhs on. construction of 
piers would be infructuous. 
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1.7 Avoidable expr ndirure nn arcn11111 n/ e5cn/a1io11 
in cost of labour :-The work of construction of 
I' ~khira fiyo\'0r was t akcn up, in November 1983, 
and scheduled to be completed, in Nov.:: rnbcr 1985. 
T he work was still incomplete (August J 989) due to 
hindrances in handing over of clear site to the contrac
tor to whom extension was granted u.pto December 
1988 for the completion of work. 

The non-clearance of the site had resulted in an 
nvoidabk e xpenditure of Rs. 18.63 1-akhs on account 
of escalation in cost of labour incurred after Novem
ber 1985 (scheduled month of completion) till 
January 1988. 

3.8 A :i-hoc payment tn the con t1 .. c1ctor :-The 
contrnctor was paid Rs. 3 lakhs in February 1986 and 
R s. 4 lakhs, in July 1986, as ad-hoc payment on 
account of poor bearing capacity of soil under retain
ing wall as sanctioned hy the Engineer- in-Chid. 

This was a deviated item of work for which 
designs were required to be approved. The designs 
had, however, neither been approved sn far (August 
1989), nor sanction of ad-hoc payment of Rs. 7 lakhs 
had been regularised (August 1989). 

3.9 Mobilisation advance :-(i) The Ministry of 
Works and Housing laid down in 1983 that mobili
:rntio1 advan::e could be rnnctioncd to the contrnctors 
in respect of certain :;pe.cia lised and capital in
salion advance could be sanctioned to the contractors 
of the estimated cost put to tender or Rs. one crore 
whichever was less. T he recovery of this 2.dvance was 
required to be made in suitable instalments commenc
ing from the second running account biil or after l 0 
per cent of the work was completed whichever was 
earlier. The entire amo unt was howeve r, to be re 
covered before 80 per cent of the work was com
pleted. 

The total estimated cost of the work wa3 Rs. 487 
lakhs out of which , work put to tender wns amount
ing to Rs. 250.59 lakhs. The Corporation fo stead of 
paying the mobilisation advance of R s. 25.06 lakhs 
based on cost put to tender, paid an advance of 
Rs. 48.70 Jakhs. A sum of Rs. 23.64 1akhs had been 
paid in excess of what was admissible under the coda! 
provision. 

The mobilisation advance of R s. 48. 70 lakhs which 
should have been recovered from the paymen ts 
through running account bills up to 80 per cent of 
the work was permitted to be recovered till ·90 per 
cent work was completed result ing in undue benefit 
to the contractor. 



1 i i) The contraclL' r made a request, in Novcrnbc1 
l 985, that recovery of interest o_f mobilisation ad
vance be suspended and interest alrc·tJy recovered 
from him after the d 11c d[l te of cornplctic n (Novem
ber 1985) be refunded due to the failure of the 
department to hand over clear site due to some en
croachments. The contractor was asked to execute 
the work on the avai lable por tion of the site, but be 
declined to take up work p iecemeal. The Engineer
in-Chief refunded, in July 1986, a sum of Rs . 0 .72 
lakh deducted , in June 1986, as interest on mobili
sation advance, on the assurance given by the con
tractor that if a t any stage deduction of interest of 
mobilisation advance is not approved by the com
petent autho rity, the contractor will deposit the 
interest on mobilisation advance in lump sum. As the 
recovery of interest had been m ade as per the terms 
of agreement, any relaxation should have been got 
approved from the Standing Committee. 

Although substantial payments on the basis of ex
ecuted work were made up to February 1938, the 
recovery of m obilisa tion advance was suspended in 
March 1987 by th e Enr) nc;!r-in-Chid. Up t0 .h b
ruary 1988, R s. 8.87 lakhs had becom e due as out
standing m obilisation advance. The Corporation re
covered R s. 5.90 lakhs as principal in the bills for the 
months of N ovember , December 1987 and F ebruary 
J 988. Engineer-in-Chief deferred , in October 1987, 
the recovery of interest on mobilisation advance as 
the recovery of interest on advance had been referred 
to the arb itrator in MMc.:h 1987. 

A sum of R.s. 5.61 lakhs (principal R s. 2.97 lakhs 
and interest R s. 2.64 Jakhs) had remained unrecover
cd when the work was suspended, in February 1988. 
The deferm ent of recovery of advance and in terest 'Yvas 
not go t approved from the competen t authority. Thus 
the refund of R s. 0. 72 lakh made, in J uly 1987, ,vas 
ir regular. 

T he matter was referred to the Ministry of H ome 
A ffair s, D elhi Administra tion and M unicipal Corpo
ration of Delhi in October 1989; replie-; have not 
been received (December 1989) . 

4. Construction of bridges ov!.'r the railway lines 

T he schem e for cons~ruction of b ridges after dis
mantling the existing narrow bridges over the railway 
lines wi.th a view to p rovide a direct link for the 
t raffi c between S. P . Mukherjee M arg and Azad 
M arket was cleared by the Planning Commission fo r 
inclusion in the Fifth Five Year Plan . T he br idg'.: 
was intended to mitigate the problems of slow m ove
ment of t raffic over the narrow bridges. 
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The Ministr y of Shipping and Transpo rt r1pproved 
the estimates for Rs. 314.30 lakhs, in J une 1978. 
111c Standing Comm ittee of the Corpora tion accord
ed approval, in November 1978. The Railways sub
mitted revised estimates for R s. 468.66 lakhs, in 
January 1981 which were approved by the Ministry 
of Transport in Juue 1982. 

E xcept for portions of ~pprc::i.ch roads, the work 
which was to be executed by the R ailway as a deposi t 
work was started, in June 1980 and the time stipu
lated in the estimates for completion uf the work 
was th ree years. 

The work had no t b een completed so far (Novem
ber 1989). Some structures in occupat_ion of encroa
chers on the proposed si te had not been cleared. T he 
completion of the work is likely to b e delayed further. 

Deposits aggregating R s. 423.87 lakhs h~d been 
made with the R ailways. The Co'rporation had not 
ob :ained an account of the expenditure incurred so 
far on the work . The work approved, in 1978 had 
not been completed so far (November 1989). 

T he matter was referred to the M inistry of Home 
A ffairs, Delhi Administration and Corporation in 
N ovember 1989; replies have not been received 
(December 1989). 

H ealth Department 

5. Inegulmities in purcb~se nf medicines 

As p<'r terms and conditions attached to the notice 
inviting tenders, the permissible t ime period between 
the dat..: of manufacture of allopathic medicines and 
the date of tendering the sto res for inspect ion should 
not exceed one year in the c::ise of non-life item s and 
one-sixth of the whole life period in the case of life 
item". 

A test check of np ;Jr s .. ·;1i registers for 1987-- 89 of 
the Central M ed ical Sto::c revealed that medicines 
worth Rs. 9.70 lakh<;, which were in itially reJectcd , 
as onc-<; jxth of theii' life period bad expired at the 
t ime uf inspection, were subsequently, accepted on 
obtaining ~n undertaking from the suppiicr to replace 
the ~:-:me, if necessary. The ·authority for accepting 

si.; .::h m::d icincs on the basis of an undertaking from 
the supplier s called for by Audit, in june 1989 was 
not made available. 

T he matter was referred to the M inistry of Home 
Affa irs, Ddhi Administrat ion and M unicipal Cor
poration of Delhi in October 1989; replies ha ve not 
b~en received (December 1989). 



Hortk ulnm: Department 

6. Avoidahlc expenditure 

~ It wa<; r.oticed that the services of three employees 
working in the H ort ic11Jtul"t' Department were termi
nated. The prescribed ':Od3l provisions regarding dis
ciplinary riction had not been followed. The cast>S 
were not defe nded in the appropriate conciliation/ 
labou;· courts with the result that the employees had 
to be reinstated during 1986-87 to 1988-8Q under 
the order~ of various courts/authorities with full back 
wages. T he department bad to incur an avoidable 
expenditure of Rs. 1.39 lakhs as detailed below :-

(i) T he services of one mall were terminated 
in February 1984. The department did not 
fi le a written statement in the labour .;ourt. 
T he court ordered reinstatement in Sep
t c::mber 1987, and payment of Rs 0.58 lakh 
full back wages. 

(i i) One mali removed from service in 1975 was 
ordered to be reinstated by the Sessions 
Courts, in August 1979. H e report•..:d for 
duty, in October 1979 but was not allowed 
to resume duty. He was, however, taken 
back in service in May 1986. The Labour 
Court ordered in August 1988 payment of 
Rs. 0.34 lakh as full back wages from 
F ebruary 1975 to May 1986. 

(iii) T h e services of a mali were terminated, in 
March 1984, without giving him any reason/ 
proper notice and without payment of one 
month's salary. The department neither 
attended the proceedings on any date nor 
filed reply to the statement of claim with 
the conciliation officer. Labour Coutt or
dered, in December 1987, the reinstate
ment of the mali with full qack wages of 
R s. 0.47.Jakh. 

T he matter was reported to the Ministry of Home 
Affairs, Delhi Administration and Municipal Cor
porat ion of D elhi in November 1989; replies have 
not been received (December 1989). 

Property-tax J;>epartment 

7. Assessn.ent and coilection of Property Tax 

7.1 Introduction 

U nder Section 11 3(1) of the Delhi Municipal Cor
poration Act, 1957, th~ Corporatioo has been cm
powewl to levy prope1ty tax in addition to other tax . 

S/ 22 C&AG/ 90-5 
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Secion 113(2) empowers the Corporation to levy an 
education cess which is collected alongwith the 
property tax. 

The property tax comprises (i) water tax (ii) sca
venging tax (iii) fire tax at such percentage of the 
rateable value of land and building as the Corpora
tion may deem reasonable and (iv} a general tax of 
not less than 10 per cent and not more than 30 per 
cet of the rateable value of land and buildings within 
the urban ureas, and 011 land and buildings in rural 
areas at such lower rates as may be determined by 
the Corporation. The Corpopration may, however, 
exempt from general tax, lands and buildings of 
which the rateable va!uc do~" not c::xceed Rs. 1,000 
(with effect from 1st Ap:-il, 1985). 

The property tax is to be levied on lands and 
building~ in Delhi except in areas falling under the 
New Delhi Municipal Committee {NDM C) and the 
Delhi Cantonment Board. 

7 .2 Scope of Audit 

A review of 500 cases of assessments made by the 
Special CeU and Special Assessment Unit of the Pro
perty Tax Department was carried out by Audit 
during May to July 1989. Information was also cal
led for from the Assessor and Collector who is the 
head of the D epartment. 

7 .3 Organisational set up_ 

For the purpose of levy ~nd collection of property 
tax~ a separate Assessment and Collection office 
headed by an Assessor and Collectol' has been set up. 
The Special Cell is directly under the Assessor and 
Collector. The Special Cell deals with cases in which 
rateable value exceeds rupees one lakh. The Special 
A ssessment Unit is headed by a Joint Assessor & Col
lector. The Special Assessment Unit deals with 
assessment of cases relating to cinema house'>, petrol 
pumps, &chools and colleges, commercial and indus
trial properties, fiats under self-financing scheme and 
gi:_oup housing societies. 

For the purpose of assessment and colkctioc of 
proprety tax, the territory has been dividect into ten 
zones and seven sub-zones. 

7.4 Highlights 

The consolidated information regarding 
total number of properties assessa'ble and 
cases of pending assessments was not avail
able with the Assessor and Collector. As 



per a study conducted by the Department of 
Admiitistrative Reforms and Public Grier-
ances, the munber of undecided cases which . .-

A cinema house started functi<~ning, In 
April 1971 but notice under section 126 of 
the Act was issued {or the period from 
April 1972. The notices for asseS'intent were 
issued but final order had not been issued 
so far (July 1989). The department had 
snftered a loss of revenue of Rs. 1.80 lakhs 
for the period from April 1g11 to March 
1972 and had failed to raise a demand 
amounthtg to R s. 25.20 lakhs fro~n April 
1972 to October 1984 when fhe cinema was 
hurnt out. As assessment order and demand 
notice has not been issued, recovery pro
ceedings cannot be initiated. 

were 0 .81 lakh as en 3 l st March, 1984, in
creased to 2.11 lalrns as on 1st October 
1985. Data a fter this date were not report-
edly bfrg comp.iled. 

T he amount o f arrears of property tax at 
the end of the year is not being comp!ied. 
However, the budgetary document placed 
b~fore the Corporation showed that the esti
mated arrears of propertj tax which were 
Rs. 3,187 lakhs at the e .. id of 1984-85 in· 
creased to Rs. 3,673 lakhs at the end of 
1987-88. 

New Delhi Municipal Committee had not 
paid its share of fire tax since 1958 and 
this had accumulated to Rs. 650 lakhs by 
1987-88. 

No manual has been compiled laying down 
trhe procedure to be followed and records 
ta be maintained in respect of assessment, 
raising of demand, recovery and accountal 
of property tax. In the absence of such 
data and analysis to identify the defidendes 
of the system no effective remedial mea
sures would be possible. 

The Engineering Department of the Ccr
poration which approves building plans and 
the DDA which is a major 2gem:v for 
building and selling pro!_)erties in Delhi are 
two nodal points from which information 
regarding new properties could be obtained 
in batches and utilised for updating the 
property regMers. It had been ;ioticec1 that 
the departme; t fwd not maintained any 
co.ordination with the agencies. Such a co
ordination would enable the department to 
issue f\Otices in rcspert of new propertie~ 
without delay as the property tax c.annot be 
levied prior to the date of issue of no
tices. 186 commercial sheds were handed 
over by Delhi Development Authority bet
ween 1978 and 1983. T he date of handing 
over of possession was av3ilable in 99 
.nssessment cases only. In all cases, there 
was delay in the issue of notice and con
.sequential date of bringing these properties 
to ta~ .resulted i.tt loss of revenue of 
.Rs. 28.37 lakbs. 
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There have been cases of delay in issue of 
notices, a nd assessment orders aml cases 
of under assessment of rateable value. In 
six cases, there had been loss of revenue of 
Rs. 10.40 lakhs. 

Pass books meant for issue to assessees of 
property tax printed in July 1987 at a cost 
of Rs. 1.12 fakhs had not been issued (June 
1989). An offer of a firm to print the pass 
books free of cost by inserting a few ad
vertiseineitts in the book had not been 
accepted. 

7.5 Collection of property tax.- Annual acrounts 
of the general wing up to 1987-88 had been submitted 
to the Municipal Chief Auditor. The annual accounts 
for 1988-89 had not been compiled. T he provisioml 
figures of r eceipt of proper ty tax including fire tax•, 
education cess and the total cost of co11ection or pro
perty tax for 1985-86 to 1987-88 and percentage of 
collection charges over rece ipt<> were as under :-

Year 

1985-86 

1986-87 

1987-88 

1988-89 
(estimated) 

(Ru pees in lakhs) 
-------

Receipts Collection Percentage 
charges 

4675.58 173.44 3. 70 

8757 .61 219. 66 2 .51 

7785.05 323. 85 4.16 

10000. 00 356 . 15 3. 56 

The percentage of collection charges over receipts 
which was 3.70 in 1985-86 came down to 2.51 in 
1986-87 but increased to 4.16 in 1987-88. 



Although the number of properties assessable to 
tax would have increased due to new construction, 
addition to exis:ing buildings etc., during 1987-88 
as compared to 1986-87, there was shortfall of <.ictual 
rece1pts by 972.56 lakhs. The reasons for the short
fall were not intimated to Audit. 

7.6 Absence of information regarding assessable 
propert ies :- The cm1solidated information regard
ing total number of assessable properties falling in 
the jurisdiction of the C orporation, number of assess
ment cases fu1alised, number of cases pending a:g.d 
total amount of arrears, etc., was called for by Audit 
from the A ssessor and Collector. He, however, 
showed his inability to furnish such a consolidated 
information and called for requisite information from 
the zones/sub-zones (M >ly 1989) but no information 
was furnished. 

As per a study conducted by the Department of 
Administrat ive Reforms and Public Grievances. the 
number of undecided cases which were 0.81 lakh on 
31st March, 1984 increased to 2.11 h kbs on 1st 
October, 1985. Data after this date was not repor
tedly being compiled. 

7.7 A rrears of property tax :-The estimated 
arrears of tax as per budget documents were 
Rs. 3,187 lakhs at the end of 1984-85 and rose to 
Rs. 3,673 lakhs at the end of 1987-88. The figures 
for 1988-89 were not printed in the budget docu
ments for the year 1989-90. 

The information regarding arrears of propety tax 
was not available wi th th:: offi c(! of thv Assessor and 
Collecto r. The Assessor and Collector stated in May 
1989 that the information may be collected by Audit 
directly from the various subordinate offkes. The 
Assessing Officer dealing with cases of the commer
cial and industrial premises stated, in June 1989, 
that they were unable to furnish this information . 

7 .8 Amounts ow sta11di11g against N DM C :-The 
maintenance of the fire services for the entire area of 
Delhi except NDMC and D elhi Cantonment area, is 
one of the obligatory functi\ms of rhc Corporation . 

H owever, the Corporation provides fire services to 
the NDMC areas also and is required to recover the 
cost of services in the ratio of the annual rateable 
value of properies in their respective areas. The share 
of NDMC for t11e p eriod 1958 to 1987-38 had bec!l 
worked out by the Corporation at R s. 650 lakhs. The 
recovery of this amount was yet to be made. 
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7.9 Monitoring and control :-The department 
had not prepared any manual laying down the proce
dure to be followed, records to be maintained re
garding assessment, demand, recovery and account
ing of property tax. A request was made by Audit in 
May 1989 for the supply of copies of orders laying 
down the procedure and the records to be maintain
ed. Cop ies nf orders had not been supplied till A ugmt 
1989 when audit was completed. No schc.dule for 
disposa l of cases by each level of officers, zones and 
sub-zones had been laid down. The Assessor and 
Collector had also not prescribed any monthly, quar
terly and annual return incorpoating therein, the 
nu mber of cases pending, finalised, total dues out
standing, demand raised and collections made aga inst 
the demand. N either the zones nor the head4uarters 
consolidate the information regardin_g total number 
of properties, number o( properties assessed, number 
of pend ing cases and arrears of property tax. The 
Assessor and Collector stated, in May 1989, that in
formation on these aspects was not available. In the 
absence of a system of p eriodical compilation and 
analysis to identify the dcticiencie;;, 110 effective re

medial measures would be possible. 

7.10 No reconciliation of pi-operty tax receipts 
The procedure of reconciliation of properly tax re
ceipts with those of the amounts posted in demand 
and collection registers had not been introduced. 
The department was unable to verify that the total 
of credits posted in the accouncs of all the assessce:. 
agreed with the total receipts accounted for during 
the accounting period. 

T he Additional Tax R ecovery Collector stated in 
June 1989, that the department would introduce the 
system of computerisation and such type of mistakes 

were likely to be eliminated with the introduction of 
this system. P resently, one computer had been instal
led in the office of the Special Assessment Unit which 
was utilis~d for the purpose of preparation o( annual 
bills of properties already ass-::ss·~:i and for wol'king 
out the demands in case of fresh assessments relating 
to that unit. Another computer h ad been installed in 
the Special C ell under the Assessor and Collector 
which was used for issuing bills for individual a&sc.ss
ments. No computers had been installed in o ther ten 
zones and seven sub-zones nor any proposal to instal 
such computers was in hand. 

7. lJ Case$ pendi11f! various courts :-The 
number of cases pending in various courts had in
creased from 47 18 as on 3 1st March 1985 to 7399 
as on 31st May 1989. ·The number of cases pending 



with various courts as on 31st May 1989 were as 
under : 

Period of 
pendency 

Number 
of suits 

More than ten years 261 

Between five and 
ten years . 1182 

Between three and 
five years . 458 

Between one and 
th r.-:e years 794 
Less than one year 601 

Total 3296 
~------

Number 
of 
appeals 

15 

53 

136 

896 
1645 

2745 

Number Total 
of High 
Court/ 
Supreme 
Court 
cases 

123 399 

312 1547 

189 783 

356 2046 
378 2624 

1358 7399 

There were 48 cases more than one year old where 
affidavits had not been prepared by the uepartment 
(May 1989). 

7 .12 Non-impositio11 of penalty for default in par
m et :-Under the Act, a sum not exceeding 20 per 
cent of the a~ount of tax as may be detennined by 
the Commissioner is recoverable by way of penalty 
from a person who is in default for payment of tax . 
This is in addition to the amount of tax and the notice 
fee payable. The amount along with all costs and 
penalty is required to be recovered under a warrant 
of distress or by sale of movable property or -attach
ment or sale of immovable property of the defaulter. 
Where the assessee liquidates tax liability through 
cheque and if the same is dishonoured and not pai<l 
within 15. days of the notice of default, the depart
ment can impose penalty at the rate of 20 per cent 
of the amount of tax. 

A test check of the records of the Special Cell and 
Special Assessment Unit revealed that the depart
ment had not been imposing penalty for default con
trary to the provisions of the Act. 

The dcpartme~t was requested, in May 1989, to 
furnish the number of cases in which penalties had 
been imposed under the provisions of the Act and 
the amounts realised by way of penalty but it did not 
furnish the requisite iJlformation (July 1989). 

7.13 Delay in issue of notice :-Due to delay in 
regular survey of prorties, the depattment was 
unable to levy the propety tax for the period prior to 
the year in which notices were issued resulting in 
loss of tax revenue. The Engineering Department of 
the Corporation which approves the building plans 
and the DDA which is a primary agency, building 
and selling properties in Delhi, are two nodal points 
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from which information regarding new properties 
could have been obtained in batches and utilised for 
updating the property registers. It had been noticed 
that the Assessment and Collection Department had 
not maintained any liaison with the agencie~. Such 
a co-ordination would have enabled the department 
to issue notices in respect of new properties withoul 
delay as the property tax cannot be levied prior to 
the date of issue of notices. A few instances of delay 
in issue of notices are mentioned below. 

(i) DDA had allotted 186 commercial sheds in 
Okhla Industrial Area Phase-I, possession of which 
was handed over to the allottees on different dates 
during 1978 to 1983. Out of 186 sheds, dates of 
possession were available in assessment file5 in 99 
cases only. In all these cases, there was avoidable 
delay in issue of notices under section 126 of the 
Act. The assessments in these cases were made with 
effect from 1st April 1984. Failure of the depart
ment in booking the property, issue of notices under 
the Act, non-assessment from the dates of possession 
falling in the period 1978 to March 1984, resulted 
in loss of revenue amounting to Rs. 28 .37 lakhs. In 
the remaining 87 cases, although assessments were 
also made from April 1984, the loss of revenue 
could not be worked ou·t due to non-availabilitv of 
dates of possession. 

(ii) A notice was issued rproposing the rateable 
value of Rs. 2.50 lakhs per annum with effect from 
1st April 1985 in respect of a properly in Zamrudpur. 
The information regarding area, name and address of 
the allottee, date of possession and cost of plot was 
furnished by the Survey Cell of the Corpoartion, in 
November 1988. As per this information, the property 
was handed over by the DDA in June 1977 at a 
cost of Rs. 17.22 lakhs. On the basis of this informa
tion, the department could have decided the case 
which was not done. The department failed to decide 
the case till July 1989. The reasons for keeping the 
case pending were not on record. 

Total cost of the plot worked out to Rs. 18.05 lak hs. 
Accordingly, assumed rateable value work:> out to 
Rs. 0.90 lakh per annum. Due to issue of notice with 
effect from A.pril 1985 instead of June 1977, the 
department suffered a loss of revenue amounting to 
Rs. 2.09 lakhs (after deducting water charges of 
Rs. 0.35 lakh) from June 1977 to March 1985. 

(iii) A notice proposing the rateable value of 
Rs. 13.50 Iakhs per annum was iussed from April 
I 985 in respect of a property in Zum rudpur. In 
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August 1988, the Deputy Assessor and Collector, 
Special Assessment Unit fixed the revised rateable 
value at Rs. 7.66 lakhs per annum from April 1985. 
As per rent agreement, the premises was let out from 
October 1984 at a monthly rent of Rs. 0.67 Jakh. 
The delay in issue of notice resulted in a loss of re
venue of Rs. 1.44 lakhs to the department from 
October 1984 to 31st March 1985. 

(iv) A plot of land in Masjid Moth was purchased 
in auction from :ODA, in February 1984, at a total 
cost of Rs. 22.57 lakbs. Notice was issued to the 
owner proposing a: rateable value of Rs. 5 .04 lakhs 
per annum with effect from April 1985 which was 
confirmed by the '!Ssessing officer. The rateable value 
was challenged by the assessee and on issue of notice 
by the advocate, the case was re-opened by the de
partment and the rateable value was fixed at Rs. 1. 7 5 
lakbs per annum from April 1985. Failure of the 
department to issue notice from February 1984 re
sulted in a loss of revenue of Rs. 0.84 1akh from 
February 1984 to March 1985. 

(v) A cinema house started functioning, in April 
1971. The department issued a notice. in March 
1973 proposing rateable value of Rs. 7.75 lakhs per 
annum from April 1972 which was subsequently in
creased to Rs. 8.79 lakhs from April 1977 on account 
of erroneous valuation etc. Non-issue of notice under 
Section 126 of the Act for the period from April 
l 971 to March t 972 thus precluded the department 
from making assessment for the period from April 
1971 to March 1972. The rateable value had been 
computed, in July 1986, by the Assessor and Col
lector at R s. Rs. 5.54 lakhs but assessment order 
had not been issued so far (July 1989). Assuming 
that this rateable value is confirmed, the department 
has suffered a loss of Rs. 1 .80 lakhs for the period 
from April 197 1 to March 1972. As the department 
had failed to raise the demand, au estimated sum of 
Rs. 25.20 Jakhs for the period from April 1972 to 
October 1984 Jrnd not been recovered. The amoun t 
recoverable from October 1984 onwards c,,uld not 
be computed by Audit. As assessment orda and de
mand notice has not been issued, recovery preceed
ings cannot be initiated. 

(vi) A notice proposing the rateable value cf 
Rs. 52 lakhs per annum from March 1981 was issued 
with regard to assessment of a hotel. The case was 
decided fixing the rateable value at Rs. 14.58 lakhs 
per annum from July 198 1. It was mentioned in the 
assessment order that completion certificate was ap
plied for, in May 1981 but the hotel could not be 
star ted for want of licence. The annual report of the 
hotel for 1980-8 1, however, revealed that it had re-
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ceived an income of Rs. 19.78 Jakhs on account of 
room rent, serving of food and beverages during 
March 1981 to July 1981. 

As per provisions of the Act, assessment should be 
i:::ITective from the date of completion or oci.:upation 
of building whichever '1.;curs first. As ~uch, the rate
able value should ]lave been decided from April 
1981. Since it was fixed from July 1981, it resulted 
in a loss of revenue of Rs. 1.34 lakhs for April to 
July 1981. 

7.1 4 Under assessme111 :-(i) A notice proposir1g 
the rateable value of Rs. 3.38 lakhs per annum from 
April 1977 was issued to an assessee in respect of a 
cinema. The proposal was revised to Rs. 5.85 lakhs 
per annum from April 1978. The completion certifi
cate was applied for by the assessee in October 1976. 

The case was decided working out the rateable 
value at Rs. 3.68 lakhs per annum which was res
tricted to Rs. 3.38 lakhs as the notice was served for 
that amount. The rateable value was given effect 
from September 1977 when electric connection was 
given. The licence to run the cinema was granted, 
in September 1977. The assessm ent of property 
from September 1977 ins tead of October 1976 had 
resulted in a loss of Rs. 0.86 Jakh. 

The department stated, in August 1989, that 
though the completion certificate was applied for, 
in October 1976, yet the building could not be used 
(or want of electric connection and licence to run 
the cinema. It was also slated that higher ra teable 
value was worked out due to inclusion of market rate 
of land a t the time of construction and the cost of 
sanitary and electrica l installations. 

The re j.Jly of the department was nol tenable. As 
per sccfron 129 of Delhi Munici pal Corporation Act, 
property ha<; to be assessed from the date of comple
tion or possession which.!vcr or;cur'i fi rst irrespective 
of the consideration whether electric connection or 
licence was provided or not. As the completion cer
tificate was applied for, in October 1976 by the 
assc see, the assessing officer cannot deviate from 
the provisions of the Act and assess the p~opcrty from 
September t 977. 

( ii) To decide the rateable value of two properties 
in Rohtak R oad, Delhi, a notice was issued to the 
assessce proposing the rateable value of Rs. l lakh 
per annum with effect from Apri l 1986 treating the 
building as rented and taking in to account the pre
vailing market rate of rent at Rs. 5 per square foot 
per month fo r th e covered area o( l 845 square feet. 



The case was decided, in May 1987, fixing the rate
able value of Rs. 0.21 lakh per annum adopting rent 
at Rs. 1.05 per sq uare foot. 

A lump sum paym~n t of tax amounting to R s. 0.52 
lakh for ten years was made by the assessee to avail 
the benefit of exemption from payment of property 
tax in future. 

Lt was seen in Audit that an adjacent property in 
the same locality was assessed in Ju ne J 987 calculat
ing the standard rent at a rate of R s. 5.46 per square 
foot per month while in the instant case, the standard 
rent was calculated on the basis of a rent deed at 
Rs. J 9 50 per month for the covered area of 1845 
sq uare feet which worked out to Rs. 1.05 per square 
foot per month. Under assessment of rateable value 
had resulted in a loss of r evenue Rs. 3.83 lakl1s 
to the department. 

7. J 5 A voidable expenditure 011 printing of pas 
book.-The department considered the necessity oi 
issue of pass bo-oks to the tax payer in June 1987. A 
firm offered to design the pass books and supply three 
lakh pass books free of charge aft er obtaining adver
tisements from public sector undertakings. As offor 
-of a firm to print the pass books free of cost by 
insert ing a few advertisements in the books bad not 
bc~n ·accepted. T he Finance Department of the Cor
i-oration advised extending of the advertisements lo 
other comme rcial organisations lo fetch some addi
tional revenue. As per entry in the stock register, 
1.95 lakh pass books were got printed from the 
Municipal Press without inserting any advertisements, 
the reasons for which were not on record. An expen
d iture of Rs . 1.12 lakhs incurred on print ing of pass 
books could have been avoided bad the suggestion o( 
the firm. as approved by the Finance Department, 
been implemented . Pass books were printed, in July 
1987 and issu::d lo their subsidiary units, in Augu~t 
and September 1988. The department had not issued 
the pass books to the tax payers so for (J une 19 89) . 

The matter was referred to the Ministry, the Delhi 
Aqmi nistration and the Municipal Corporat ion of 
Delhi in August 1989; replies have not been received 
( December l 989). 

Account Department 

8. Non maintenance of sepGrate assets register 

As per Government o f India's decision i o. 7 below 
Rule 149 of the General Financial Rules, the grantee 
ins titu tion is required to maintain a register (in form 
GFR 19) ::.epara telv in respect of each sanctioning 
authority, of permanent or semi-permanent asse ts 
acquired wholly or substantially out of Government 
grants' and to furn ish a copy thereof, annually, to ti1c 
respective sa nct io ning authority. 
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· T he Municipal Corporation, however, maintained 
a C'Ombined register compnsmg assets created/ 
acquired out of loans/ grants given by the Delhi 
Adm ini strat ion and out of the Municipal Fund. The 
statement requi red to be furn ished to each sa nctioning 
authority annually. unde..r the said rule was also not 
sent to Delhi Adminis lration fo r each grant by the 
Municipal Corporat ion of Delhi. 

Thi! Municipal Corporation stated , in October 1989, 
that the Corporation had undertaken a n exercise of 
segregating the assets acq uired out of grants/loans 
released by Delhi Administration and the list would 
be forwa rded to Delhi Administration. 

9. Non fur lishing of u tHisation certHicat£s 

Certificates of utilisat i-on o f grants are required to 
be furnished by the General Wing of Municipal 
Corporation to Delhi Administration in respect ot 
grants-in-aid released by the latter for spec ific pur
poses specifying therein that the grants had been 
properly utilised on the objects for which those were 
sanctioned and that where the grants were conditional, 
the prescribed conditions had been fulfilled . It was 
noticed that u t ilisation certificates in 260 cases for a 
to tal amount of R s. 297.78 crores had not been fur
nished March l 989 to D elhi Administration as per 
details given below :-

Year of sanctio n of grants 

1977-78 
1978-79 
J 979-80 
1980-81 
198 1-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 

Total 

N umber of 
utilisation 
certificates 
outstanding 

14 
6 
7 
7 

26 
29 
34 
33 
37 
32 
35 

260 

Amount 
(Rs. in crores) 

7 .48 
5 . 67 
6.59 
2.65 
4.30 
8. 05 

24.25 
36. 68 
46 .62 
67.96 
87.53 

297. 78 

The amount of utilisation certificates not f urnished 
to Delhi Administration as on 31st M arch 1989 regis
tered an increase of R s. 11 8.83 crores as compared 
to the position as on 31st M arch 1988. Not a single 
utilisation certi ficate was furnished during April 1988 
to March 1989 in respect of the grants released during 
I 977-78 to 1985-86. Thus the position of outstand
ing u til isation certificates for 1977-78 to J 985-86 
con t inued to be the ~ame and remained unsatisfactory. 

The matter was reported to the Ministry of Home 
Affoirs, Delhi Administration and Municipal Corpora
tion of Delhi in October 1989; repl ies have not been 
received (December l 989). 



CHAPTER l1T 

DELID WATER SUPPLY ANtl SEWAGE 
DISPOSAL fJ NDERTAKING 

10. Augmentation of water treafunent plants 

l 0. J Introduction A scheme for augmentati on n ~ 

the water treatment plants at Wazirabad was approv
ed by the Ministry of Urban Development in July 
J 986, to be completed by the Undertaking within 
two years from the date of award of work. The 
scheme included three major items of work (i) cons
truction of 40 million gallons per day (MGD) water 
treatment plant at Wazirabad adjoinfog the existing 
plant; (ii) providing, laying and joining 1500 mm 
diameter trunk transmission main from Wazirabad to 
Naraina reservoir; and (iii) construction of an effluent 
pumping station at the Okhla sewage disposal works 
and th l! Jnying of a J 500 mm diameter transmission 
main up to Tilak bridge. 

The scheme did not envisage drawal of any addi
tional raw water from the Yamuna. The Central 
Public Works Department (CPWD) are drawing 40 
MGD raw water from the Yamuna near Rajghat 
power house for gardeDing. On completion of the 
above works, CPWD was to be supplied an equal 
quantity of treated effluent from Okhla sewage treat
ment plant for gardening so that the ra-.v water is 
available for drinking. 

The work regarding construction of 40 MGD 
water treatment plant was divided into two parts and 
was allotted to two contractors. The scheme wa 
stipulated to be completed by April 1989. But the 
Su2erintt.>nding Engineer stated in December 1989 
that it was likely to be completed by March 1990. 

10.2 Scope of Audit 

A test check of the records relating to the allot
ment of works and expenditure incurred thereon from 
1986-87 to 1988-89 was conducted bv Audit in July 
and August 1989. 

10.3 O~an:sationaJ set up 

The civil, electrical and mechanical works relating 
to the scheme were being got executed through con
trac~ors under the supervision of three Executive 
Eng1.neers u.nder the c~mtrol of respective Superin
tendmg Engineers and Chief Engineers. 

I 0.-J. Highli~hts 
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A public utility scheme for augmenta tion of 
water treaflJllent plants at Wazirabad was 
approved in July 1986. The work was to 
be completed within two years of ,1ward 
of work. There had been delaJ'S ranging 
from 8 to 14 .months in the awarci of va
rious components of works. Tl:c pace of 
construction has been slow as progress of 
diffqrent componcnt5 ranged from zero t rJ 

75 per cent t ill J une 1989. Augmentati.un 
of water supply has thus been considerably 
delayed. 

The tenders for supply of pre-slresscd con
crete and home pipes were opened, in 
August 1986 but supply orders were i~sued 
in J une 1987, in case of J>re-stressed pipes 
a nd of hmnc steel pipes in March 1987. 
Ju both the cases, the orders fer the full 
quantity had not been placed with the lo
west tenderers. Negotiations were held and 
the lowest tenderer, in both the cases, re
ceived orders for a part of the supply. 
(}~her parties were given orders at higher 
negotiated rates. The Undertaking p:iid an 
avoidable extra payment of Rs. 45.42 lakhs. 

One of the partic~ did not accept the sup
ply order and the Undert.1k.ing callecl for 
fresh tenders for 4750 metres of pre
dressed pipes wl1kh we1·e opened in Nov
ember 1988. Negotiations were held and 
enders issued in April 1989. The Jowest 
tenderer was given an order for 50 per 
cent of the quantity and the oth~r tenderer 
supplied 50 per cent of the quantity at higher 
rate. The Undertaking paid an avoidable 
extra payment of Rs. 7.24 lakbs. Injudicious 
split up of orders for supply had resulted 
in extra a-<penditure of Rs. 52.66 lakhs. 

A lowest bidder for the construct:on of 
pumping staHon at Okhla was pcrmitled t.:> 
revise upwards his quotation after the telt'
ders had been opened on the plea that he 
was not aware of the corrigendum to the 



notice inviting tenders. There was evidence 
that the cordgendum had been received by 
him well before the date of tenders. lhis 
undue favour to t·he contractor rcs!tltcd in 
extra payment of Rs. 2.60 1.akhs. 

There was co condition of advance pay
ment in the notice inviting tenders. Ad
vance payment of R s. 20 Iakhs each was 
made to two contractors. ·whereas i 1·1terest 
from one contractor was cb~1-g..:d at the 
rate of 18 per cent per annum, the other 
contractor albeit a publi.c sec tur undertak
ing, was given an interest free advance 
resulting in a subsidy of Rs. 2 ldkhs. 

One of the two similar works rela ting to 
laying ancl joining of 1500 mm dia pipes 
was awarded at a higher rate as compared 
to the other work allotted during th same 
period under the same scheme. This involv
ed an extra expenditure of Rs. 11.49 lakhs. 

Advances amounting to Rs. 160.ll lakh!> 
paid during December 1986 to March 

-------- ----- · ··- - - ·- --

Construction of 3rd 40 MOD waler treatment plant at Wazirabad 
Supply of 1500 mm PSC pipes 
Construction of 40 MGD eliluent pumping station at Okhla 
Supply of 1500 mm HS pipes 
Supply of equipment e rection and commissioning of clear wa ter 

pump house at Wazirabac! 
Supply of equipment erection and commissioning of 40 MOD 
effluent pumping station at Okhla 

10.7 Delay in com pletion of works:-The progrcs'.> 
of the nine works as indicated by the Executive Engi
neers concerned pointed out that the progress had 
been very slow as may be seen from the following 

table :- · · ~~ 

C~tion of 3rd 40 
MGD water treatment 
plants at Wazirabad 

Supply of equipment 
erection and commission
ing of clear water pump 
houre at Wazirabad 

Number Stipulated 
of delayed date of 
cases completion 

2 

2 April 1989 

October l 988 

Percentage 
of work 
done upto 
June 1989 

4 

70 

52 

1989 for deposit works remai,ncd unadjust
ed. Works agaiJlst which advances worth 
R s. 55.85 lakbs were paid, J1ad not yet 
been started. 

10.5 Financial outlay :-The scheme was approved 
by the M inistry of Urban Development in July 1986 
at an estimated cost of Rs. 2,267 lakhs. 

Budget estimates and actual expenditure incurred 
were.·-

(in lakhs of Rupees) 
- - - - -- - -

Budget Actual 
allocation expenditure Saving 

----- ----
1986-87 300.00 28 .35 271. 65 

1987-88 475.00 461. 65 13.35 

1988-89 l 153 .00 971. 37 181.63 
·- - - ---- ----- - ------ ---

The saving was mainly due to delay in award of 
work and subsequent delay in execution of work. 

10.6 Delays in award of works.-The Undertaking 
took 8 to 14 months in the award of important com
ponents of works as detailed below :__. 

Month in which Month in which 
NIT was issued tenders were 

opened 

July 1986 
August 1986 
July 1986 
July 1986 

July 1986 

July 1986 

January 1987 
August 1986 
August 1986 
August 1986 

October 1986 

October l 986 

Month or award 
of work 

September 1987 
J une 1987 
May 1987 
M arch 1987 

September 1987 

September 1987 

------ ----
2 J. 

---·--- - - ---- - -------
Laying and jointing of 
1500 mm dia PSC/HS 

pipes from Wazirabad 
to Rohtak IW·d 

Construction of 40 MGD 
effluent pumping station 
at Okhla 

Laying and jointing of 
l 500 mm PSC/HS pipes 
from Okhla to Tilak 
bridge 

Supply of 1500 mm PSC 
pipes 

2 October 1988 59 and 49 

I May 1988 75 

2 (i) October (i) 58 
1987 

(ii) November (ii) Not 
1987 yet 

started 

November I 8. 50 
1988 
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The Executive Engineer stated, in August 1989, 
that the delay in execution of works was mainly 
attributable to the delayed submission of drawing 
and designs by the contractors and consequential delay 
in approval by the Und~rtaking; delayed procurement 
of pipe~: site difficulties and inadequate arrangement 
of labour and material in case of laying and jointing 
of pipes; cement and steel shortage and incapabil ity 
of two contractors in the case of supply of pipes . 

The agreements with the contractors made them 
responsible for submitting designs and clrawings bur 
were silent about the time within which these were 
to be submitted and within which these were to be 
approved by the Undertaking. The fa ilure to specify 
the time frame in the agreements had contributed to 
the delay in completion of the work. 

Cement and steel were stock items and the delay 
in supply of these items could have been avoided 
by prop.:r coordination. 

10.8 Purchase of pipes:--Separate tenders for sup
ply of pre-stressed concrete (PSC) and Imme steel 
(HS) pipes each of 1500 mm dia were opened in 
August 1986. Firm 'A' had quoted the lowest rate 
of PSC pipes but the orders for the full quantity of 
19000 metres put to tender was not awarded to the 
firm but negotiations were carried out with three 
nrms including firm 'A'. The orders for' supply of 30 
per cent of the quantity was placed on firm 'A' in 
June l 987 at the quoted rate of Rs. 2846.71 pe.r 
metre. Firm 'B ' was ordered to supply 20 per cent of 
the quantity at a rate of Rs. 3091.09 per metre. Firm 
'C' was ordered to supply 50 per cent of the quantity 
at a rat.e of Rs. 3273.81 per metre. The rates of 
both t~ese firms were higher than the lowest quoted 
rates of firm 'A'. By not placing orders on firm 'A' 
for the full quantity, the Unde1taking incurred an 
extra licibility of Rs. 40.57 lakhs in respect of order 
placed on firm 'C' and Rs. 9.29 lakhs on the order 
placed with firm 'B'. 

Firm 'B' however, djd not enter into the agreement 
and did not supply 3800 metres of the pipes ailocated 
to it. To meet the deficiency of pipe~ and other 
requirements, a tender for 4750 metres of the PSC 
pipes of the same dia was called for and opened in 
November 1988. The same three firms responded and 
the quoted rate of Rs. 3518.75 per metre of firm 
'A' was the lowest. However, negotiations were car
ried out with firm 'A' and 'C'. pj;-m 'B' was not con
sidered iu view of its earlier unsatisfactory perform
ance. The order for 50 per cent of the quantity was 
placed, in April 1989, with firm 'A' and 50 per cent 
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with firm 'C' although its negotiated rate of 
R . 3823.49 per metre was higher than the rate of 
firm 'A'. The Undertaking thus had to incur extra ex
penditure o( Rs. 7 .24 lakhs by not placing an order 
for the full quantity on the lowest bidder. 

In response to the tenders invited, in July 1986, 
for the supply of 5500 metres of 1500 mm dia HS 
pipes, four firms had responded which included firms 
'A' anJ 'B' which had competed for the supply of 
PSC pipes also . The rate of firm 'B' was the lowest. 
Firm 'A' was considered incapable of making the 
supply. Negotiations were held with the other three 
firms. Firms 'B' and 'D' agreed to supply pipes at 
the sam:: rates. Supply order issued, in March 1987 
was split up in 60:40 (ratio) among firms 'B' and "D'. 
While placing the orders, the cliffyrence of sales tax 
which was 7 per cent in the case of firm 'B' and 4 
per cent in the case of firm 'D' was ignorec.i. The 
effective rate of firm 'B' was higher and the Under
taking paid an extra sum of Rs. 4 .85 lakhs. 

The µroposals for split up of supply of PSC pipes 
indicated that firm 'A' had stated af~er the opening 
of the tenders that it was not in a position to supply the 
full quantity. By permitting a b idder to reduce the 
quantity of supply unilaterally, the sancti.ty of the 
~cndering system had been lost. 

The ~tated reason!. for split up of the order of HS 
pipes were to get expeditious supply. The purpose 
had not been served as firm 'B' had not completed 
the supply (August 1989). 

Thus, the splitting up of supply ordcrs in the three 
cases and awarding those at higher rates to otht::r 
than the lowest tenderer had resulted in an avoidabk 
extra expenditure of Rs. 52.66 lakhs. 

• 
J 0.9 Irt egularity in lump-sum contract :-National 
Buildings Construction Corporation had offered at 
the time of bid, in January 1987, to instal clariftoc
culator$ of. Richardson and Cruddas make which did 
not conform to the tender requirement. The firm 
during negotiation offered to in stal "Dorr" make 
equipment according to tender requirement on the 
condition that it would charge R s. l 0 lakhs over 
and above the amount quoted in the tender. During 
negotiation, this offer was accepted by the Water 
Supply Committee without verifying the rates from 
the manufacturers. Payment of extra cost of Rs. 10 
lakhs for claritlocculators instead of actual difference 
between th e market rate prevailing at the time of 
opening the tenders was irregular. 



Executive Engineer· reply tha t the firm agreed to 
supply "Dorr" make equipment a t an extra payment 
of R . 10 Iakhs was not tenable as there was nothing 
on records regarding verificati-0n of the market rate 
at the t ime of accep!ance of lenders. 

10.10 A voidable extra expenditure in award of 
wor/c:- With regard to work ·'Construction of 40 
MGD pumping statio n at Okhla including efll uent 
channel and sump-well", it was noted that the date 
of receipt of tenders was 29th August 1986 and were 
to be opened on the same d ay. A corrigendum re
garding soil conditions was issued on 26th August 
1986. The said corrigendum was received by all those 
to whom the tenders were issued, th ree days befo re 
the openinr of tenders. Out of five tenders received, 
offers of fi rst three lowest tenderer.:; were R s. 29 .29 
lakhs, R s. 33. 14 lakhs and R s. 38 lakhs respectively. 

The fi rm whose tender was received on 29th August 
1986, stood the lowest a t R s. 29.29 lakhs, stated in 
the m eeting of the T echnical Committee held on 19th 
December 1986 that their offer was made not inclusive 
of effect of cor rigendum regnrd ing sub-soil conditions. 
T he firm was given an opportunity. to revise its offer. 
T he firm revised the o ffer at R s. 32. 10 lakhs on 26th 
December 1986 which was for a rate lower than 
the second lowest bidder . 

In order to have more competitive rates, the 
Technical Committee decided to call the tendcrers 
for negotiat ions, in J anuary 1987 and negotiated 
rate of R s. 3 J .89 lakhs of the sgme lowest tenderer, 
was considered reasonable and recommended for 
acceptance. This was accepted by Water Supply Com
mittee on 12th March 198 7. 

T he ci rcumstances under which a sta tement of the 
lowest b idder m ade nearly after four months of 
opening of the tenders was accepteq and was allowec.1 
to revise the rate upwards had not been explained . 

The irregularity of allowing the lowest bidder to 
revise the bid upwards when the corrigendum was 
already received by the fi rm three days in advance 
cf the the date of opening of the tenders had, thus, 
r esulted in an avoidable ext ra expenditure of R s. 2 .60 
lakhs. 

10 .1 1 Undue f aw>11r to a contractor :- A part of 
work " Construction of 40 MGD Water treatment 
plant at Wazirabad" was allotted to National Building~ 
Construction Corporation (NBCC) in September 1987. 
NBCC requested the Undertaking for financial sup
port fo r speedy progress of the work. Payment of 
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the work was to be made on percentage basis . T he 
Water Su pply Committee accepted the request, in 
Ja nuary 1989, and suggested the allotment of fun d5 
on th e basis of monthly requi remen t. T he following 
sums were, however , placed at the disposal of the 
NBCC fo r the period noted again t each without 
any proper assessment. 

~-- ------
Amount 

(Rupees in lakhs) 

10.00 

20. 00 

JS.00 

Period during which avai led 

December I 988 to March 1989 

March to July 1989 

July to August 1989 

A part of the above mentioned work was also 
allotted to a private company, in September 1987 
to whom m obilization advance of R s. 20 Iakhs was 
sa nctioned, in July 1989, on which in terest at the 
rate of 18 per cent was chargeable. 

There was no condit ion in the agreement for 
mak ing the payment of advance to either of the 
contracfors. T he gra nt of advances to both the con
tractors was an unintended benefi t not contemplated 
in the original tender notice. There was no justification 
in not charging interest fro m NBCC when interest 
from the other contracfor was cha rged at the rate 
of 18 per cent per annum. Non-charging of interest 
from NBCC resulted in loss of r evenue amounting to 
Rs. 2 lakhs to the U ndertaking (up to th e end of 
August 1989) . 

The Undertaking's version thnt the NBCC being 
n G overnment agency, interest was not required t0 
be charged, was not tenable as NBCC had competed 
for the work as a commercial U ndertaking and there 
were no orders for giving any benefi t to such a n 
orga nisation. 

10. 12 Award of similar type of wo1•·k at higher 
ra tes :-The work of laying and jointing of 1500 mm 
dia PSCjHS pipes from Wazirabad plant to R ohtak 
R oad ( 14.5 kms.) was split-up in two pa rts (i) from 
Wazirabad treatment plant to M odel Town, ( ii) from 

Model Town to R ohtak R oad. T he works were 
awarded to two contractors a t negotiated rates o f 
64 per cent and 64.99 per cent above the estimated 
cost of R s. 38 .49 lakhs and R s. 34.40 lakhs respecti 
rely against the departmental justificat ion rate of 
70.99 and 64.70 per cent above the esti mated cost 
based on Delhi Schedule of R ates 198 J. 

Similar type of work of "La)~ng and jointing of 
1500 mm dia PSd/H S pipes from Okhla- effluent 

chan nel to Tilak b ridge" was also divided in two 



parts from (i) Okhla to Barap ulla Nalla, (ii) Bara
pulla Nalla to Tilak Bridge and awarded to two 
contractors during the sam_c month at 47 .99 per 
cent and 49 .50 per cent above the estimated cost of 
R s. 27.54 lakhs and Rs. 38.03 lakhs based on D::lhi 
Schedule of R atl!s 1981 respectively. 

The award of similar type of work relating to 
one and the same scheme d uring the same pcrioJ 
a t different rates had thus resulted in extra expendi
ture of R ~ - l l.4 9 lakhs (Rs. 6.16 lnkhs on part I 
and R 'i. 5.33 lakhs on part Jl of the fo rmer work ) 

T he Executive Engineer's reply that the work can
not be compared with other sizes and other a lignments 
was not tenable as the size of pipes laid for toth the 
works was the same. It is a normal practice that 
the rates accepted fo r a work arc compa red to similar 
nature of W:lrk undertaken during the ~ame period. 

10. 13 A dvances given for deposit works.-It was 
noticed that advances aggregating Rs. 160. 11 lakhs 
had been paid during 1986-87 to 1988-89 by two 
divisions of the Undertaking fo D elhi E lectric Supply 
Undertaking, Delhi Administration, M unicipal Corpo
ration of D elhi and R~ilways for execution of certain 
works. The advances were given for execution of 
deposit wo rks pertaining to construction of bridges 
across drains, road restoration and shifting Of poles 
etc. 

Out of R s. 160. 11 lakhs, Rs. 55 .85 lakhs related 
to nine items of works for which C<lnstruction had 
not even started (August 1989). E ven the cases in 
which remaining advances aggregating Rs. 104.26 
lakhs were paid, had not been got adjusted for the 
periods ranging from 14 fo 32 months (August 1989) . 

T he Executive Engineer stated in August 1989 
that all such payments had_ tO be made well in advance 
along with the approval of alignment. Failure of 
timely allotment of wor~s had resulted in delay in 
completion of works and had led to blocking of fund s 
to the tune of Rs. 160.11 lakhs. 

10. 14 Check of m easurem ent by the prescribed 
higher authorities :-Measurements recorded in res
pect of all hidden items, items of high unit rates 
and all important items are required to be checked 
ccn t p..: r c·nt by a11 offica of the rank of Assistant 
Enginee r or Executive E ngineer. No suc h check was. 
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however.) exercised duriug tue execution of the follow
ing works which included eith.er hidden or high unit 
ra te items :-

( i ) Construction of watl!r treatment plant at 
Wa.zirabad 

( ii) Construction o[ Okhla emucnt pumping 
station 

( iii) L aying and jointing of 1500 mm dia PSCIHS 
pipes from Wazirabad treatment plant to 
R ohtak Road and Okhla cfiluent channel 
to Barapulla NaUa. 

Executive Engineer's reply that there was no p ractice 
of conducting iOO per cent check for such items was 
not tenable in view of clear provisions in CPWD 
manual which is being followed by the Undertaking. 

The matter was referred to the Ministry of H ome 
Affairs and Delhi Adminis tration in October 1989; 
replies have not been received (December 1989) . 

11 . Construction of water treatment plant, North 
Shahdara 

A project to construct 100 million gallons per 
day (MGD ) , wa ter treatment plant at Shahdara 
North and ancilliary works was sanctioned for 
R s. 1 ,804 lakhs by the D elhi Water Supply and 
Sewage D isposal Committee in September 1977. The 
project was expected to be completed by March 
1979 . It was intended to meet the supply of water 
to trans-Yamuna area, Civil Lines and South Delhi. 
T he plant was commissioned with a capacity of 
50 MGD, in June 1984 and capacity of 50 MGD was 
added in phases up to April 1986. The total ex
penditure incurred on the project was R s. 23.47 
crores. 

T he project consisted of construction of 100 million 
gallons per day water treatment plant, pumping sets, 
water mains, reservoirs, etc. The works were awarded 
to National Buildings Constrnction Corporation 
(NBCC) limited, a public sector u ndertaking, in 
September 1980. The works were to be completed 
by March 1983. Some works were left incomplete or 
not done at all. A case between NBCC and the 
Undertaking had been pending with the arbitrator 
since 1985 . 

The appurtenent works were, however, still u nder 
construction and an amount of Rs. 355.68 lakhs 
had been spent after 1985 -86 till January 1989. 



the constru ction work of water pump house in
cluding pump, intake channel, etc. which was awar
ded to a private contractor at a lump sum cost of 
Rs. 170 lakbs was to be started from October 1982 
and to be completed, in J anuary 1984. T he work 
was completed, in February 1987. The contractor 
had to be granted extension d ue to non-completio n 
of other connc:cted works which could not be com
pleted to enable the contractor to take up his work. 
During the extended period the wages of labour in
creased and the department had to pay labour escala
tion amounting to Rs. 7 .99 lakhs to the co ntractor. 
Had the execution of related works been properly 
planned and coordinated, payment of Rs. 7.99 lakhs 
escalation charges could have been avoided . 

The construction of canteen building attached to 
100 MGD plant was completed a t a to tal cost of 
Rs. 5 .12 Jakhs in September 1988. 

lt wa observed that the canteen building was not 
put to use t ill August 1989. This resulted in blocking 
of funds to the extent of Rs. 5. 12 lakhs . 

A test check of the records of the Construction 
Water Division I revealed th at adjustment of advances 
amounting to R s. 232. 10 lakhs paid during March 
1981 to October 1985 to various agencies in conn ec
tion with the work relating to 100 M GD water 
treatment plant were still pending as on 3 l st July 
1989 although the major work of the said plant stood 
completed in April 1986. 

It was, furth er, observed that neither fortnightly 
reports of the outstanding advances were sent to the 
Finance and Accounts wing of th e Undertaking 
regularly as required in the Underta,king's circular 
dated 9th October 1985 nor an effective follow up 
action was taken to get the advances adjusted. 

A kst check of the records o( payments to the 
Utt ar Pradesh J al Nigam revealed tha t a sum of 
Rs. 141.72 lakhs was paid on adhoc basis d uring 
1983 to 1989 towards the maintenance of raw water 
conduit and settling tank. No agreement had been 
entered into with the J a l Nigam regarding payment 
of charges for maintenance Of raw water conduit and 
settli ng tank. T he Undertaking had not certified jstatcd 
anywhere whether the adhoc payments were 
reasonable. 

Tu sum up, 

The fajJw·e of the Underlaki.ng to iuopcrly 
plan e."<'ocufion of allied works had led to 
payment of escalation of labour charges 
amuunting to R s. 7.99 lakhs. 

A canteen building completed, in September 
1988, at a cost of Rs. 5.12 lakhs had 
remftined uuutiliscd. 

Advances aggregating Rs. 232.10 lakhs paid 
to various agencies during March 1981 to 
October 1985 in connectiGn with tl1e w~rk 
had been lying outst:mdiug for over four to 

seven years. 

The Undertaking had paid Rs. 141.72 lakhs 
as a share of the cost of maintenance of 
raw water conduit and settling tank to the 
UP. Jal Nigam without agrcCllllent and 
examining the reasonableness of the claim. 

The matter was referred to the Ministry of Home 
Affai rs, D elhi Administration, Corporation and the 
Undertaking in October 1989; replies from the 
Ministry and Del hi Administration have not been 

received (December 1989). 
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C HAPT ER l V 

DELHI E LECT RIC SUPPLY U1 DERTA KING 

i2. Power and distribution transformers 

12.1 lotrnduction 

Transformers form an important link betwee n power 
generation and transmission system on one hand and 
between transmis~ i on system and distri bution sy:.t': rn 
on the other. T ransmission and distribution of power 
over long distances from generat ing stations to load 
centres necessarily involve the stepping up and step
ping down of voltag:::s by the use of transformers. 
An adequate transmission system is necessary fo r 
keeping down the system losses to the minimum and 
improving the reliability of the system as a whole. 

Eleven KV is the distribution voltage in the Union 
Territory of Delhi and demand of the consumers is 
met on 11 KV ILV system. 

The removal of a transformer from a system due 
to failure, results in overlo ading of other units and 
may pose system constraints. Fault free operation of 
a transfom1er is, th erefore, important both for power 
supply and di~tri bu tion network. Timely repairs and 
overhauling of transformers not only prolong their 
life but also avoid system disturbances. 

12.2 Scope of Audit 

The records for the years 1985-86 to 1988-89, as 
maintained by two store depots dealing separately 
with power and distribution transformers, two out of 
six circles of the Distribution and Maintenance 
Departmen t, the Power Transformers Repair W<_?rk
shop at Okhla and th o Scrap Transformers stores at 
Rohtak RoadlRampura were test checked by Audit 
during April- July 19~9 . 

12.3 Organisational set-up 

The Transmission a nd Distribution Department 
which is responsible for the proper usage and mainte
nance of power and distribution transformers at 
various sub-stations is headed by the Chief Engineer 
(Distribution). The department has been divided into 
six circles under the charge of Addi tional Chilo!~ 

Engi neers. There arc six main store depots under tlic 
charge of Executive e nginee rs, out of wllich two 
deal scp::i ratcly wi11l new power and clistri0ulion 
transfurmt:r\ an d une wi th ~L·rap di str ibution 
transformers. 

12.4 Highlights 

The number of transfo1mel's owned !>y 
DESU those iustalled on line, kept as 
standby, awaiting repai.rs, disposal, etc. were 
not a vailable with the Chief Engineer (Ui~

tribution). In the absence of these detuil'i, 
there could not be any effective control or 
planning for purchases of h'ansformers, their 
utilisation, repair, overhauling, etc. The 
details oi power transformers were parti
a lly made available to Audit. 

Proper arrangements for various tests and 
<.hrerhauling of power transformers iiad not 
heen made. There were 112 power trans
formers more than six years old and h.ad 
become overdue for overha~ling during 
l <J88-89. A 100 MVA power transformer 
costing Rs. 100.40 lakhs failed ·within fhrec 
years of installation . The E11quiry Com
mittee pointed out that salll!e requisite tests 
which could have pointed out the faults af 
early stages had not been carried out. 
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Six power transformers valuing Rs. 143.28 
lakhs were commissioned after their war
ranty period of 12/ 18 months had expired. 
Thirteen power transformers valuing Rs. 
199. 77 lakhs had been declared as scrapped 
within 3 to 17 years which was much below 
the expected life of 35 years. 

Out of 4200 distribution transformers which 
were in the system as on 31st March 1987, 
296 failed during 1986-87. T he percentage 
of failure during the year was 7.04. With 
proper main tenance, the failure should not 
exceed tbree to fOUl' percentage. During 
1985-86, 310 distribution transformers of 
various capacities fuilcd and 280 failed 
during 1987-88. Ni1]e power trnnsformers 
costing Rs. 189.77 lakhs had hcen lying 
from one to five years without being re
paired or overhauled, which had not been 
taken up for want of spare nindings (Ir 
requisition to re1iair transfor~ners from sub· 
stations. 



Out of 4735 distribution trnns[ormcrs, 1207 
(25.49 per ceut) costing Rs. 972.68 laldJs 
foiled during the guarantee period itself. As 
many as 353 distribution transformers co'it
ing Rs. 121.36 lzkhs had failed during the 
guarantee period and had i:cen lying in 

store dc1wt umepaired!unreplaceil since 
1984 aud onwards. 

As per a survey c::>nducted in 1986-87, 
2215 distribution transformers of various 
capacities were: awaiting repairs. No arrange
ments had been made by DESU for re
pa~r of these transformers lill date (July 
1989). 

Scrapped distril;utiou transformers dumped 
at a scrap store depot for disposal rev(•aled 
that out of 985 transfo!'mers, 721 i.e. 73.20 
per cent had failed within 12 years from 
the date oi commissioning i.e. withcmt com
pleting half of their expected life of 25 
years and 36.35 per cent ~f the Cransfor
mers bad fulled even before ccmplet\JJg one 
fifth of the prescribed life. As many as 985 
distribution transformers had IJeen l)·ing in 
the store depot for one to 13 years. A 
sum of neariy Rs. 246.25 Iakhs wl!ich was 
e.x'pccted to be realised by their d isposal ha<l 
thus been b locked. 

Records of Scrap Store Depot rc~·caled that 
1.24 lakhs litres used transformer oil bao 
been Eying unrefined!uudisposed of for 
period Uffo five years. T he value ~f reco
verable oil was estim:ltccl at Rs. 13.62 lakhs. 

12.5 Planning control and monitori11g :-The 
budgetted and actual expenditure incurred on pur
chases, repair and maintenance of the transformer s 
during 1985-86 to 1988-89 was called for, in August 
.1989 from the Financial Adviser and Chief Accounts 
Officer, but there have been no response from him. 
The in_formation was also not available in the office 
of the Chief Engineer (Distribution) . 

The number of transformers in the possession of 
DESU, those installed on line in the system. those 
kept 2s standby o!I the line, tho ~e av,aiti no repai rs or 
overh aul i n.~ outside the sy tem were a!s~"" not avail
able with the Ch ief Engineer. He :1skcd t11e Addi
tional Chief Enginec: s, in May 1989, lo furnish ~h~ 
information who, in turn, wantc(' Exc<.:u tivc E11gi11 cas 
subordina te to them to furn i~;h the informtltion. 
However. onl y partial information 111 rcspcc l o r 

power transformers was supplied to Audit by the 
various Executive Engineers. 

It was noticed that there was no arrangement to 
collect, compile, proces;, monitor and analyse the 
data / information regarding the performance of the 
transformers or various capacities received from a 
number of suppliers. 

Details regarding schedule of periodical repairs and 
overhaul ing were also not available with the offices of 
the Chief E ngineer and Addit ional Chief Engineers 
and Executive Engineers. 

In the absence of detai ls of schedules of tests and 
overhauling, it is not understood as to how plans for 
repairs. overhauling, condemnation and disposal of 
scrapped transformers could be drawn up. 

12.6 Non-111ai11te11c.11ce of history cards of transfor 
mers :- The histo:y cards of power as well as dis
tribution transformers were not maintained by res
pective executive engineers though required to be 
maintained as per decision taken in a meeting held, 
in January 1984. In the absence of these cards, the 
following points could not l.,e verified by Audit: delay 
in commissioning of transformc;:-s. performance, of 
transformers, the period for which the transformers 
rl·mained idle, periodical test, overhauling and main
tenance of the transformers at sub-stations and move
ment of damaged transformers. 

It was ogserved that at sub-sta tions, general diaries 
were being maintained wherein the entrjes in chrono
logical order regarding the maintenance of transfor
mers, the results of oil sample tests oil filteration 
dehydration of pow~r transformers, ~tc. were bein~ 
made. Thus the tests, the details of repairs, change 
of parts and accessories made in a particular trans
former over a number of years could not be found 
out unless the diaries of all the relevant years were 
referred to and the items s_eparately listed out. Two 
or three diaries were used e,very year. Diaries of 
earlier years were not re_adily available. Transfor
mers were sent to DESU workshop at Okhla without 
history cards. 

l 2.7 Preventir·e testi11g and 111ainte11ance :-ll is 
imperative lo l eep track of the location and condi
tion of each transformer. It was, however, observed 
that the existing control me thods were imperfect with 
the result that premature fai lure of tran sformers was 
:t rcgu'lar fe:!lurc in DESU. ,\<; per the Ilurcu u of 
Indian Standards code of practice for select ion, 111-

slallat io n and nrni11kna11ce of transformers, it is 
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necessary to assess the qperating conditions of trans
formers by periodic testing and other monitoring 
techniques. Detection of faults at incipien t stages 
and initiation of corrective measures, would save 
transformers from being burnt out. A rigid system 
of inspection and preventive maintenance ensures 
long life, t~ouble free service and low maintenance 
cost. Maintenance consists of regular inspection, 
testing and reconditioning where necessary. The 
degree of attention and maintenance varies with the 
service conditions and load cycle of the transformer. 

Records arc required to be kept of each transfor
mer giving detai ls of all inspections and testing made 
and of unusual occurrence. 

The periodicity for conducting the important tests 
has been recommended by the Bureau of Indian 
Standards but these were not being observed by 
DESU. The periodicity for overhauling of the trans
formers had also been prescribed. Information re
garding the exact number of transformers due/over
due ·for overhauling and reasons for delay in their 
overhau11ng were called for in May-June 1989 but 
was not furnished (November 1989) . 

Some cases noticed as a result of test check in 
which periodical tests, timely overhauling of power 
transform ers were not done, are given below : 

( i) Periodical tests and overhauling :-In seven 
sub-stations (220 KV) , 31 power transformers were 
in operation on 1st April 1989. It was observed that 
only three tests i.e. dissolved gas analysis, insulation 
resistance test and earth resistance test were being 
carried out as per schedule. The other tests were not 
carried out. It was intimated by the Superintending 
Eilgineer that the tests in question are carried out 
only when the transformer trips on account of some 
faults. The Superintending Engineer further stated 
that low voltage impulses test, bushing tests, core 
Joss measurement tests could be carried out at 
the time of overhauling. The overhauling of trans
formers on line was not done as proper arrangements 
aud spare transformers were not available. 

(ii) Absence of preventive testing and m ain
tenance leading to premature failure of a power trans
former :-A power transformer of 100 MVA capa
city costing R s. 100.40 lakhs was instiilled/commis
sioncd at Patparganj sub-station, in February 1985. 
The transformer tripped on 17th April 1988 was 
tested by the officials of the T ransformers R epair 
Workshop on l 9th April 1988. The estimated cost 
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of repair, as intima ted by the supplier, was Rs. 85 
lakhs. The .decision whether the transformer ·should 
be got repaired or declared as scrap was still to be 
taken (July 1989). A Committee consisting of Chief 
Engineer (Generation) and Additional Chief Engi
neer (Distribution) and T raining observed, in June 
l 988 that gas chromatography tests had been conduc
ted in lune 1985 and thereafter, in August 1987 i.e. 
alter two years even when acetylene formation had 
been indicated in the test of June 1985, the Commit
tee felt that gas chromatography of the oil should 
have been carried out after every quarter. Further , 
the oil t esting had not been carried out in respect of 
this transformer after its installation and commission
ing except for breakpown test. 

The Committee observed that normal life of a 
power fransformer is 35 years but the transformer, 
in question, failed in a period of a little over three 
years. Since construction details of the transformer, 
were not available with DESU, the Committee could 
not come to any defin1te conciusion about the possi
ble design deficiency. 

It is lhus evident that preventive testing and main
tenance baa not been carried out regularly. As a 
result, tne faults could not be detected at incipient 
stages which resulted in failure of the transformer 
costing Rs. 100.40 lak11s. 

(iii) Non-overhauling of transformers :-As per 
Bn~cau of Indian Standards code of practice for selec
tion, installation and maintenance of transformers, the 
periodicity for overhauling should be ten years for 
power transformers of over 3000 KV A capacity and 
seven years for 3000 KV A and less. There were 
about 208 power transformers in the system in DESU 
out of ·whicli 96 were purchased during 1983-84 to 
1988-89. Thus, 112 power transformers were older 
than six to seven years. These had b~come overdue 
for overhauling. Only 18 power transformers were 
overhauled during 1983-84 to 1988-89. 

The cli~t ribution transformers should be overhauled 
every five years. DESU had 4200 transformers be
low 1000 KVA capacity as on 31st March 1987. The 
Chief Engineer (D) was requested, in May 1989, to 
intim-atc/sfiow the records relating to the overhauling 
of distribution transformers but not even a single 
case out o1 4200 transformers was shown where over
riauling \\•as done. A detailed reply from the Chlef 
Engimw (Distribution) had also not been received 
(D..:cember 1989). 



12.8 D elay in commissioning of power transfor
mers : -The following power transformers were 

Commissioned after their warranty period of 12/ l 8 
months had expired. 

Serial number of power transformers and capacity Date of issue from store Year of com- Cost (Rupees 
missioning in lak hs) 

- -- - -- -
2604/5 25 MYA 
2604/3 25 MVA 
2759/2 20 MVA 
2759/3 20 M VA 
2846/1 16/20 MVA 
2846/2 16/20 M VA 

Scptem ber 1984 
September 1984 
March 1986 
March 1986 
November J 986 
November 1986 

1986 
1986 
1988 
1988 
1988 
1988 

21. 18 
21. 18 
29. 46 
29. 46 
2 1.00 
2 1.00 

12.9 Premature failure of power transfoo ners :
Out of the transformers received in the Okhla: work
shop for repai rs between 1984-85 and 1988-89, 13 
transformers costing R s. 199.77 lakhs were declared 
as scrapped . T hese had fa iled within 3 to 17 years 
which was much below the expected life of 35 years. 
The details and cost of the transformers are ,given 

below: 

N umber of Capacity Life span Cost 

transfor- (Rupees in 

mers fa iled lakhs) 

3 20 MYA x I 3 to 5 years 37.49 
10 MYA x 2 

5 10 MVA x 2 5 to 10 years 99.03 
50 MVA x 3 

5 5 MYA x 2 13 to 17 years 63 . 25 
15MYAx2 
10 MYA x I 

----
Total 199.77 

--- -- ---------- ------

The files relating to investii;ation made for ~s

certaining the reasons for premature fai lure wen~ 
called for by Audit, in May 1989 bu t were not made 
avaiJable. 

12. 10 Overall failure rate :-Out of 4200 djstribu
tion transformers which were in the sy~tcm as on 
31 st March 1987, 296 f~iled during 1986-87, the 
rate of failure being 7.04 per cent. It was noticed 
that 3 10 transform ers fai led in 1985-86 and 280 in 
1987-88. T he failure percentage of t ransformers 
should normally not exceeci three to four per cent 
wi th proper maintenance. Higher per_centage of 
failure imposes a heavy financ ial burden on DESU. 

12..11 Transformers repair workshop :- A Tran s
formers repair workshop was established at Okltla 
Industrial Area by DESU in 1984-85 to repair and 
overhaul power transformers up to 50 MV A capacity . 
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-----
Tota l 143.28 

----

During the period 1984-89, the workshop had re
paired 22 power transformers and overhauled 18 
transform·ers. F ifteen power transformers were await
ing repai rs/ overhauling as on 31st March 1989. Thus 
the workshop had on an average repaired 4.4 and 
overhauled 3.6 t ransformers in a year. Three trans
formers out of 22 repa ired, failed again within a 
period ranging from 2 to 27 months from the date of 
their rc-inslalla tion. Sixteen employees including one 
executive engineer and three assistant engineers were 
on the strength of the workshop. 

The estimates for works carried out during 1984-85 
to 1988-89 by Okhla workshop were not prepared . 
The job card system was not followed. In the ab
sence of the details, cost of material and proportion
ate expenditure on manpower utilised in the repair 
and overhauling, etc. of the transformers, the overall 
cost or the cost of unit of the ... ,·ork done could not be 
ascertained. 

F our transformers of various capacit ies costing 
Rs. 72. 74 lakhs received in OkhJa workshop during 
June 1984 to May 1988 were lying unrepaired (July 
1989). All these transformers were reported lying 
unrepaire-d for want of spare windings. T he reasons 
as to why the Chief Engineer (Distribution) under 
whom tile 'Norkshop functioned , could not procure 
the windings for such Jong periods were not intimated 
to A ucl 1t. 

Two power transformers received for overhau!inu 
0 

in December 1987, two in March 1988 and ont in 
November 1988 had remained unattended (July 
1989). The Executive Engineer in charge of the 
workshop stated that the work would be taken when 
demand for t ransformers was rec~ived in the work
shop. H ad the overhauling been done soon after 
the receipt of the transformers, these could have been 

released and transformers clue fqr overhauling sent to 
workshop. 

/.... 

r 



Orders for purchase of one oven and one crane 
were placed for the workshop, in July and August 
1987 respectively. These (valuing R~. 4.81 lai<lis) 
were received, in Decem ber 1987 and March 1988 
respectively and were lying in open awaiting utifoa
tion (; une 1989). These could not be put to use 
before the civil and mechanical works of the work
shop were completed. The purchase had been made 
much in advance of requirement. Thus funds to the 
extent of Rs. 4.81 lakhs had been blocked. M oreover, 
the condition of equipment is likely to deteriorate 
with the passage of time. 

] 2.12 Failure during guatantee period.-New dis
tribution transformers on purchase are received at 
Okhla Store Depot from where these are issued t.o 
various sub-stations for installation. If a transformer 
fails during the period of guarantee which is nom1-
ally fi ve years from the date of installation or 5-1 / 2 
years from the date of receipt at the store depot, due 
to manufacturing defects, it is the responsibility of 
the Okhla Store Depot to get it repaired/replaced. 
After the guarantee period, it is the responsibility of 
the concerned sub~station to get it r epaired or if it is 
irrepairable to send it to Rohtak RoadjRampura 
Scrap Store D epot. 

As many as 4735 distribution transformers of va
rious capacities (costing R s. 5772.06 Jakbs on tbe 
basis of current rate) were purchased during April 
1980 to December• 1988. Out of 4 735 transformers, 
1207 failed during the guarantee period. Overall 
fa ilure percentage was 25.49 as detailed below: 

Capacity 

100 KVA 

315 KVA 

400KVA 

630 KVA 

1000 KVA 

Total 

Number 
of trans-
fo rmers 
received 

J36S 
SS 

1291 

1401 
623 

473S 

Number Cost Percen-
of those tage 
fa iled 
within 
the 
guarantee 
period 

(Rupees in la kbs) 

6S9 177. 27 48.28 
8 12. 19 14. SS 

393 S18.76 30.44 
95 161. so 6.78 
S2 102.96 8.3 

1207 972.68 25. 49 

The records of Okhla Store Depot showed that these 
transfo1mcrs failed due to internal fauits. The de
tailed survey reports indicating the cases of failure 
were not made -available to Audit. As distribution 
transformer repair workshop had been closed in 1983, 
the transformers which failed were lying at site. 
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As many as 353 tansformers of various capacities 
supplied by four' firms at a cost of Rs. 121.36 Iakhs 
failed from 1984-85 to 1988-89 within the guarantee 
period and were lying in Okhla StOfe D epot un
repaired/unreplaced. 

A s per te1ms and cc-nditions of the relevant pur
chase orders and indemnity bonds furished by the 
suppliers cocerned they were required to lift the failed 
transformers within 15 days of the receipt of intima
tion ot failure and were to return the same within 
30 days duly repaireo/ replaced. It was noticed that 
the communications regarding failure of transformers 
were sent to the firms by ordinary post. R egistered 
notices for repairsj replacement of failed transformers 
were sent only after two to three years. 

It was stated by the executive engineer that legal 
action was being taken against the firms but records 
wer e not made available to Audit. 

It was observed that 52 transformers out of which 
29 costing R s. 4·3.03 lakbs at current rates (current 
value of remaining 23 transformers not available &s 
these are no longer being purchased) which failed 
within the guarante~ period were lying in the Rohtak 
Road Store. T hese transforiuers failed during January 
1977 to November 1983. There Was no~hing on re
cord to show that suppliers concerned were contact
ed to repair/ replace these failed transformers. The 
transformers were still lying (June 1989) in the d;;-:pot 
unrepaired and no efforts had been made to get these 
repaired. Due to the passage of time, these trans
formers might have to be ultimately scrapped. 

No time limit appears to have been fixed for 
return of transformers failed during guarantee period 
to the depot for repair/ replacement. It was noticed 
that the sub-stations hag delayed return of 148 trans
formers to depot which ranged from 3 to more than 
30 months as per details given below:-

Time taken to return fail ed transformers to depot 

Three to six months 
Six mouths to one year 
One year to two years 
More than two y~ars 

Number 

61 
so 
2S 
12 

T otal 148 

The transformers which fai led during the guarantee 
period were required to be sent to Okhla Store Depot 
for getting them repaired from the suppliers concern
ed. Such delays in sending the transformers to the 
depot would lead to further delays in contacting the 
suppliers for repairs thus losing valuable guarantee 
period. 



As per terms and conditions of agreement, tram.
form ers failing during guarantee period arc requirnd 
to be repaired/replaced within 30 days from the date 
of lifting. A test check of such· transformers returned 
by suppliers after repair during April 1985 to March 
1989 reve.aled that there was a time lag 0£ thret; 
months to one year from the date of lifting for repair 
to date of return after repair, as detailed below :-

Period after which returned 

Within 3 to 6 months 
Within 6 to 9 months 
Within 9 to 12 months 

Total 

Number 

36 
2 
I 

39 

There is no provision in the standard agreement for 
enforcemet of any penalty if the supplier failed to 
return duly repaired transformer within the permis
sible period of 30 days. Besides, no precautions were 
taken to ensure that such delays on the part of the 
suppliers in repairing the transformers extended the 
guaratee period automatically. 

12.1 3 Dehyderation of distribution transformers.
All possible preventive steps need be taken to guard 
against moisture penetration inside the transformer 
as it affects its life. . 

In a meeting of 17 technical officers held in Janu
ary 1984 including Additional General Manai!er 
(Technical), it was decided that all new distribution 
transformers would be dehydrated before issue from 
Okhla Store. It was observed that 199 and 175 trans
formers of various capacities issued <luring 1984-85 
and J 985-86 respectively were dehydrated whereas 
no dehydration was done to 2648 transformers issued 
during 1986-87 to 1988-89; thereby affecting their 
life. 

12.14 Repair of distribution transformers.- A small 
workshop at .Rohtak Road functioned for the repair 
and overhaulmg o~ ~istribution tramformers (upto 
1000 KVA capacity) till December 1983. Due to 
premature failure of the transformers repaired at this 
workshop, it was considered uneconomical to conti
nue the work of repair and the workshop was closed 
down towards the end of 1983-84. 

It was seen that no arrangements had been made 
for repairs/overhauling of the distribution transfor
mers from the time of closure of this workshop. A 
team of. engineers of DESU made a survey and re
ported, In September 1986, that 2215 d istribution 
transformers were lying dumped at various stores/ 
sites. 
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The transformers are of the ratings 15 KV A to 
1000 KV A. No arrangements had been made to get 
the transformers repaired (June 1989). It was also 
noticed thut a proposal to set up a workshop for 
repair of distribution transformers was approved by 
the General Manager, in September 1985. As per the 
p roposal, a shed was to be constructed and the re
quisite material and staff were to be provided on pri
ority basis. However, no target date was fixed to start 
the workshop. Only preliminary work regarding the 
construction of the shed was in progress (June 1989). 

12.15 Scrap State Depot .-The distribution trans
formers are expected to have a life span of 25 years. 
There were 985 transformers at Rohtak Road/ R am
pura Store Depot which were lying for disposals 
(July 1989). An analysis of actual life of these scrap
ped transformers indicated that 721 viz. about 73.20 
per cent of these scrapped tx:ansformers had failed 
within 12 years from the date· of commissioning i.e. 
before completing even half of their expected life; 
36.35 per cent of the transformers had failed before 
completing one fifth of the prescribed life. Tbe posi
tion was as follows :-

Transformers failed within Number ___ ,, 
5 years from the date of commissioning . 358 
5 to 8 years from the date of eommessioning 226 
8 to 12 years from the date of commissioning 13 7 

12 to 15 years from the date of commissioning 75 
15 to 20 years from the date of commissioning . 49 
20 years a nd above from the date of commissioning 140 

Total 985 

Tnforn_!ation regarding the rest of the transformers 
at various sites/store depots was not furni shed to 
Audit. 

The. information regarding 985 transformers lying 
in the Rohtak Road/ Rampura Store indicated that 
these had been lying there for per iods up to 13 years 
as per details given below :- ' 

P-er-io_d___ __ - - - - - _ __ N_u_m_be_r_o_f __ 

transformers 

1976-77 to 1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 

T otal 

107 
106 
118 
311 
207 
134 

985 



Besides occupying valuable space, the condition of 
the transformers continued to deteriorate due to 
exposure to vagaries of nature, thus reducing the 
expected scrap value. 

Some of the recent auctions showed that such 
transformers could fetch .R s. 0. 10 lakh to Rs. O. 70 
lakb per transformer depending upon its capacity. 
On the ·assumption of a minimum average receipt of 
Rs. 0.25 lakb per transformer, a sum of nearly 
Rs. 246.25 lakbs had been blocked due to delay in 
disposal of transformers. 

During the test check of records relating to Rohtah. 
Road and Rampura scrap stores of DESU, it was 
observed that surplus used transformer oil was returned 
to these stores by various sub-stations. The position 
of receipt and closing stock of transformer oil for the 
last four y-;;·ars up to 1988-89 was as under :-

Year Opening Receipt Closing 
Balance Balance 

1985-86 600 2362 2962 
1986-87 2962 8661 5 89577 
1987-88 89577 29650 119227 
19g8-89 119221 5040 124267 .,,,. 

It was further observed that Power Transformers 
Repair Workshop at Okhla has full facility /equipment 
for filtration of such type of transformer oil. No 
reasons were found on record as to why this oil was 
not sent to that workshop or some_ other agency for 
filtration and further use. It was notice'd that had 
this oil been s~nt for filtration about 80 per cent 
thereof, i.e., 0.99 lakh litt ,s useablc oil could have 
been recovered and DESU could have saved an 
amount of Rs. 13.62 lakhs at the rate of Rs. 13.70 
per litre by avoiding purchase of fresh oil. 

The second alternative was to dispose of this oil 
in the existing state . This was also not done. Since 
1985-86, no physical verification of this oil had been 
carried out agd the ·above figures are as per the book 
balances. In these circumstances, the possibility of 
loss of oil due to pilferage or otherwise could not be 
ruled out. 

The matter was referred to the Ministry of H ome 
Affairs/Ministry of Energy, Delhi Administration, 
Municipal Corporation of Delhi in August 1989; re
plies have not been received (December 1989). 

13. Ele~tricity charges from industrial and commercial 
consumers 

13.1 Introduction 

On the establishment of the Municipal Corporatio1; 
of Delhi in April 1958, the Delhi Electric Supply 
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Undertaking (DESU) was constituted and ~nti usted 
with task of generation, transmission and distribution 
of electric supply in the Union T erritory of Delhi. 

As on 31st March 1989, DESU bad 15.41 lakh 
consumers amongst domestic, commercial, industrial 
and agricultural categories (excluding thos~ located in 
the area of the New Delhi Municipal Committee and 
the Delhi C antonment). The number of consumers 
increases yearly by about seventy thousand. The con
sumers are served through an extensive organisational 
network of 24 districts and 68 zones. DESU had 
acquired/ installed, in June 1987 its own super-mini 
computer to handle billing from D ecember 1987. The 
work relating to billing/collection in respect of con
sumers, who a re sanctioned loads above 100 kws under 
any category of supply and ·are considered as high 
te~sion consumers (HT consumers) is centralis~d rn 
Bulk Supply Department located in the premises o~ 

Rajghat Power House. 

J 3.2 Scope ol' Audit 

A test check of the records maintained at the Bulk 
Supply Department in respect of industrial and com
mercial consumers was conducted by Audit during 
April-August 1989. The review covers the period 
from 1985-86 to 1988-89. 

13.3 Organisational set up 

As per the Delhi Municipal Corpora tion Act, the 
Delhi Electric Supply Committee (DESC) is respon
sible for .the conduct and management of DESU and 
exercise such powers and performs such functions as 
are conferred and imposed by or under the Act. The 
Committee (DESC) consists of seven members of 
whom four are elected by the councillors and eldct-

. men from amongst themselves at the first meeting of 
th.:: Corpora tion afL r each general election and three 
members are nominated by the Central Government. 

The General M anager exercises executive powers 
for the purpose of carrying out the provisions of the 
Act. H e is c.iss isted by two additional G eneral Mai1a
gers and a Financial Adviser and Chief Accounts 
Officer. 

The Financial Adviser and Chief Accounts Officer 
is in overall charge of the finance wing including bill
ing and collection of revenue. An Executive E ngineer 
designated as Commercial Officer (Bulk S;ipply) is in
chargc of the Bulk Supply Depar tment. 

13 .4 Highlights 

The unrealised dues from high tension con
sumers towards electricity ~barges whlch 
were at Rs. 140.16 crorcs at the end of 



1985-86 rose to Rs. 235.33 crores at the 
end of 1988-89, which represented 57 per 
cent of the ~·early revenue of R s. 413.10 
crorcs for the year 1988-89. 

R ec<inci liation of outstanding dues as per 
ledger accounts of individual consumers with 
the balances as per accounts of individual 
consumers was not done. 

Due to the non-receipt oI complet!on repol'ls 
from executing agencies in respect of 13682 
deposit works, DESU could not work out 
the net amount recoverable from or payable 
to the consumers. 

D ESU failed to instal at the premises of 
private big industrial consumers electron.le 
foolproof meters purchased at a cost Qf 
R s. 15.75 lakhs 

A d-hoc billing in respect of street lighting 
for the period from 1986-87 to 1988-89 
resulted in a Joss of revenue to the extent 
of R s. 8 lakhs. 

Bank drnfts/ cheques worth Rs. 252.10 
Iakhs collected by Commercial Officer for 
providing sub-stations to the consumers 
were sent late for deposit into DESU's 
account which led to borrowing of money by 
D ESU to that ex1ent. 

lnspcction and testing of consumers installa
tions were stopped owing to incurring of 
excess expenditure over the installation fees 
realised from the consumers. 

There was undercharging of Rs. 2 lakhs due 
to billing for lesser consumption and non
lcvy of load violation cha1ges by a cnnsumer. 

Cas!i deposits in r~p~c~ oi: autonorntlus/ 
semi-autonomous bodies 3<'.f.!,r~ga!i~g a.· 3.73 
lakhs were not obtained incontravention of 
the existing orders. 

Jn three cases surchal~·c, aggregating 
R s. 1341.35 lakhs w11s either not levied or 
having been levied w::i.:; ilTcgulal'IJ• with~ 
drawn. 

13.5 Magnitude of bi/li11g.-DESU"s monthly! 
annual acco unts are compiled 111 :ic,;1 ·rdancc with Main
tenance of Accowlts R cgul·:.ltions 1959. Accounts are 
mainta in::d on accrual basis. 

T he sale of energy wh ich w~s R s. 176.42 crores i11 
1984-85 rose to ~s. 413. 10 crort-s in the year 1983-89. 
The sale o f energy to industrial und commc.:cial con
sumers had been from 46 .89' to 53. 12 per cent of the 
total sale of energy during J 9S4-t>5 to J 988-89. The 
percentage except for 1984-85 h:i3 ~~en worked out 
on the basis of the provisional/e~timateJ figures 
supplied by DESU. 

13.6 Realisation of electrici1y dues.-T he demand 
raised and collection of energy c;1drge< in respect of 
h igh tension consumers for the four years up to 
1988-89 arc given below :-

(Jn crores of rupees) 
···--- ------ ----

Revenue pending 
collection at the 
beginning 

Revenue assessed 

Total demand 

Revenue realised 
Revenue 
outstanding 

Percentage of 
realisation to 
total demand 

1985-86 1986-87 1987-88 1988-89 

---· --- ---

121.42 140. 16 163 .20 189.61 

j 33. 75 150. 84 162.54 22 1. 47 
- ---------------

255. 17 291. 00 325.74 41 1. 08 

j 15.01 127.80 136. 13 li5. 75 

140 .1 6 163.20 189.61 235 . 33 

45.07 43.92 41. 79 42. 75 
·- ---- ------ - -- -- - -- -
It will be seen that the percenl.1ge of rcalisatiu11 to 

total demand fo r the year bad red uced from 45. 07 
in 1985-86 to 42.75 in 1988-89. 

Consumers including Governmen t depar tment> (ex
cept ew Delhi Municipal Committee, M ilita ry En
gi neering Services and R ailways who are allowed 30 
days) arc required to make payment within 15 days 
o( the issue of the bills, whereafter disconnection 
no t ices etc. are, required to be issued giving clear 
seven day t ime. After the expiry of notice period, 
the supply is required to b;: d isconnected. Thus, the 
sum billed in a month is recoverable in the subsequent 
month. n the system works pro~rly, the outstanding 
demand should not exceed two months billed amount. 
The outstanding demand, however, was from 13 to 14 
months billed amount. The unreal ised dues at the 
end of 1985-86 which amounted to Rs. 140.16 crores 
had increased to R s. 235.33 crorcs at the end of 
1988-89. 

As per consumers cash books, R s. IO 1.68 crores 
were due from New D d hi M unicipal Committee and 
Rs. 3.46 crores from Government agencies as on 

31st March, 1'989. 
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13.7 Non-reconciliation of ledger balance with 
accounts figures.-The balances at the end of year in 
the individual ledger accounts which would be the 
demand carried forward, the demands for the current 
year minus collections during the year should be worked 
out. Such balances should -agree with the balances 
in the ·accounts figures of total of demands outstanding 
for the previous year plus bilkd amounts during the 
year minus realisation as per the amounts received by 
the head cashier. No such reconciliation/ agreemenl 
of figures was being done . In the absence thereof, 
the accuracy of postings in individual ledger accounts 
and the balances as shown in the accounb could not 
be vouchsafed. 

13.8 Deposit works.-- When a new connection to 
the high tension consumer is provided, the sub-sta
tions/ enclosures are ·constructed at the cost of the 
consumer who is required tci deposit the estimated cost 
for the construction/ installation of the sub-sl'a tion<;/ 
enclosures before the work is started. The excess of 
expenditure above the estimated cost is recovered after 
the work is completed. 

It was observed that in 13,682 cases, a lthough the 
works had been completed and supply of energy had 
commenced, the actual expenditure on the works had 
not been worked out by the executing agencies. T he 
a nalysis of the cases as o_n April 1989 in which com
pletion reports were not prepared is given below :-

Period 

M ore than six menths 
Between six months and one year 
More than one year 
More than three years 

Total 

Number of 
cases 

7,031 
644 
738 

5,269 

13,682 

Some of the cases are over a decade old but a 
year-wise analysis of 5,269 cases which wert! more 
than three years old had not been made available. 

The iegisters of estimates for 1986-87 and 1987-88 
only were made available to Audit. A listing out of 
cases showed that during these two years there were 
188 such cases and the estimates in the cases ranged 
from R s. l lakh to Rs. 595 lakhs. T he total estimate 
expenditure on the works sanctioned in these two 
years was R s. 68.41 crores. The estiir.ated co:.t of 
13,682 deposit works for which completion reports 
\V~re wanting was not available. The actal expeu
diture in all these works had not been worked out. 
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It was, therefore, not possible to find out the net 
amount recoverable from or payable to the consu
mers. 

13.9 Introduction of foolproof electronic meters.
With a view to ensuring foolproof recording of con
sumption of energy. DESC decided, in January 
1987, that DESU may instal electronic meters fer 
HT consumers. I t was a lso decided that these meters 
be provided on electric furnaces, rolling mills, cold 
storages, etc. Orders for the purchase of 142 electro
nic meters were placed between August 1987 and 
J une 1988 with Electron ic Corporation of India Limi
ted, Hyderabad. Only 105 meters costing Rs. 15.75 
lakhs were received, and 64 were installed. The 
Commercial Officer (Bulk Supply) reported, in Octo
uer 1988, tha t out of the 64 meters which were in
stalled, 41 continued to be defective in spite of re
peted replacements. Most of these pilfer-proof 
meters were installed in the premises of non-Govern
ment consumers. 

The reports of the technical staff regarding the rea · 
sons for failure of such a large percentage of meters 
were not avai lable. 

A proposal had been mo_oted, in J anuary 1989, to 
fostal tnese pilfer-proof met ers in Government build
ings. 

·13.10 Delayed replacement of defective meters.- · 
According to the procedure prescribed for replacement 
of defective meters, area inspector after he has com
pleted all the required formalities is responsible to 
replace the defective meter immediately but not later 
than three days of the receipt of intimation. 

A review of the recQrds of the Bulk Supply Depart
meut revealcj that a large number of installed meters 
were defect ;·:e and required repair/replacement. Olit 
of meters installed at the premises of total 833 HT 
consumers as on 31st March, 1989, '90 meters were 
dedared defective and 260 were suspected to b:! 
defective. 

In a sample of 80 cases in which delay in repbce
ment of defective meters was examined by Audit, it 
was found that the meters were replaced after a pcrioi 
ranging up to 39 months. lt -was stated, in Octo'.Jcr 
1989, by DESU that technique involved in replace
ment of HT meters was qui te time consuming and 
calied foe participation of different departmental agen
cies. As the time taken for re1;lacement of meters 
was apparently on higher side, it showed that thc»e 
was no proper co-ordin:ition between various depart
mental agencies involved in replacement o f such 



meters. Averaoe of consumption of past three months 
o r last year's e~nsumption for c:: similar period which 
ever was considered suitabk. was taken for purpos n[ 
billing till the meters were replaced. 

13.11 A d hoc billing for street lighting.- T be 
cledricity bills in respect of street lighting consumers 
including Municipal Corporation of Delhi (MCD) , 
Delhi D evelopment Authority (iDDA) and co-opera
tive societies, etc. are required to be raised based u~on 
meter reading of power supplied, the types of pomts 
energised, etc. It was observed that either the meters 
were not installed or not in working order. The 
energy ~onsurr:p t ion , therefore, had to be wo;:l-.ed o~t 
on tl:e l ia:;is of number of ooints and type cf lutru
naries ii:istvllc d. A test ch' ~k. of the records rclatir,g 
to DDA re,·.:alcd that monthly charge.; tor str~et 

iighting were based taking into account 30 days a 
month 1m tead of actual number of days in each 
month. By adopting the said pattern of billing, 
DESU c!ai1Ilfd for street lighting for 360 days in a 
yeat instead of 365 days which resulted in a loss of 
r.::venue to the extent of Rs. 8 lakhs. D.ESU stated, 
in August 1989, that ad hoc billing of street lighting 
had to be resorted to, for want of actual data. How
ever, it was a lso stated by DESU, in August 1989, 
that from September 1989 onwards, billing would be 
done Oll the basis of actual number of days in a 
month. 

13.12 Nv 11-billi11g.-A test-check of the meter 
reading book ( LIP-4) revealed that against low con
sumption as recorded in the sa id meter reading book; 
no adequate action for ra is.ing th e additional demand 
was taken, instead a report of the meter being sus· 
pect/ detective was issued to the meter testing depart
ment. While sending the said report, the consumer 
was a lso required, vide clause 13 of the agreement, 
to be charged on the b asis of the average consump
tion. · As the meter was not replaced within three 
ciays of the report, the action of DESU awaiting t!Je 
results of meter testing department beyond the stipu
lated t ime was irregular. This, therefore, led to the 
non-raising of the bills for additional amount during 
March and D ecember 1987 to the tune of R s. 0.80 
lakh in the case of two consumers. 

It wa$ observed from the meter reading book in 
the case of a consumer that no consumption of elec
tricity charges was recorded in the relevant meter 
reading book for the month of April 1987. The 
remarks -column of the meter reading book also did 
not ~how that the meter was out of use during the 
sa id period or tile other meter was used during that 

period as two meters are generally installed in the 
units pertaining to Water Supply and Sewage Dis
posal Undertaking. This resulted in non-levy of 
electricity charges to the extent of R s. 1.29 lakhs 
based on average consumption from January to March 
1987. ,. -·~ ... b· 

Similarly, low consumption was recorded in June 
1987. These facts were substant iated by the remarks 
in the relevant meter reading book. Agai;i the con
sumer was chargeable on the basis of average con
sumption of the last three months wh ich computed 
to 1.94 lakh units . Thus, against the average of 
units which works out to 1.94 Jakh units the consumer 
was billed for 2796 units only which resulted in 
short billing to the extent of R s. 1.63 lakhs. 

13. J 3 Delay in. remittance of bank draftlcheques.
Bank drafts/cheques representing the cost of share to 
be borne by the n ew HT consumers for installation 
of equipment by DESU are received by the Chief 
Engineer (Commercial). A test check of individual 
consumers files revealed that demand ct.rafts/ cheques 
received were remitted late for credit into DESU's 
account at State Bank of India , Chandni Chowk 
Branch. During test check, 36 cases of belated remit
tance of denwnd clraftsl/ cheques amounting to R s. 
252.10 lakhs came to the notice where delay ranged 

· from 4 to 49 days. Since DE,SU was r~sorting to 
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borrowing from the Government, had the demand 
drafts/cheques wor~h Rs. 252.10 lakhs depositc:c, in 
time, DESU would have avoided borrowmg to that 
extent. 

13.l 4 Recovery proceedings not in~iated.-A test 
check of the register of the private street lighting 
connctions revealed that the connecions for supply of 
energy were disconnected in four cases and the arreas 
of demands to the tune of R s. 1.59 lakhs were out
standing as on the date of disconnection between May 
J 985 and M ay 1986. There was nothing on record to 
show whether action to recover the outstanding de
mand by initiat ing recovery proceedings was ever 
taken. 

13.15 Periodical inspection and testing of consumer's 
installation.- s per conditions of supply of elec
tricity/ power by DESU where an installation is al
ready connected to the supply system of DESU every 
such installation shall be periodically inspected and 
tested at intervals not exceeding five year5 on pay
ment of inspection fee in advance by the consumers 
as laid down in an order issued in February 1981, 
which came into force from l st March 'I 98 1. 



Every high tension consumer is liable to be charged 
at the rate of Rs. 150 in advance after an interval 
of five years. 

The C hief Engineer (Distribution) stated. in June 
1989, that the period ical ;11speclion and testing of 
consumers' insta llat ion was d iscontinued long back 
owing to the incurring of excess expendit ure over the 
installation fees realised from the consumers a nd the 
inspection unit was conver ted into an enforcement 

branch. The C hi ef Engineer had further refl:rred the 
matter to the Chief Engineer (Commercia l) for tak
ing decision on the revival d the scheme and for 
fixation of appropriate inspect.ion fee. Reply from 
th e Chief Engineer (Comm.:rcia]) had not been 
received (December 1989). 

J 3. 16 U11der-Clwrgi11g.-In accordance with ihc 
e xisting provisions contained in the tariff for the year 
1987-88, the billing demand a ' sessable was to be 
fixed on the highest of the fo llowing four factors. 

- - ------ ---
Demand c ase und r 

scrutiny 

1. The maximum demand durin~ the month 1680 KV A 

2. 75 per cent of 3060 KVA the high~st 
maximum during the preceding 
11 months 2295 KVA 

3. 75 per cent of the contract demand 1504 KV A 

4. 6'.l p!r cent of the connected load 1204 KVA 

Accordingly, demand charges for the month of 
October 1987 in the case of a consumer had to be 
fixed on 2295 KV A being the highest of the four 
above. 

Since the recorded demand i.e . 1680 XVA had 
exceeded the contract dema nd, the consumer was also 
to be charged for load vio lation . Against detnand on 
2295 KV A, the consumer was charged on 1680 KV A 
and no load violation charges were levied on the 
basii; of the qi_nsumer's i representat ion. T he meter of 
the consumer should have been got tested before 
giving cognizance · on· the consumer's representation: 
Thus, this led to the- undcrbilling to the extent of 

R s. 2 lakhs. 

Jn repl y, Bulk Supply D epartment stated , in July 
1989, th at due to malfunctioning of the meter, the 
load registered was consid ered high. The reply of 
the department was not tenable as DESU fai le9 to 
get the meter tested a nd the action in revising the 
bill on a representation of the party was no t just ified . 

13 . 17 Non-recover,, of securi ty depo5ir .-As per 
instruct ions issued,"· in June 1976 and further clari 
fied . in September 1977 , security deposit in cash is 
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required to be made in ca T s of autonomous and 
semi-autonomous bodies but a test check of the re
cords of high tension consumers revealed that in the 
case of four departments/ units of Delhi University, 
guarantee letters for R s. 3.73 lakhs from respective 
a uthorities were accepted instead of security deposits 
in cash which was in contravention of the existing 
orders. 

Two of the four departm entsluni ts were ddaulte rs 
in payment or energy charges amounti ng to Rs. 0 .67 
la kh from August 1988 and Rs. 0.50 lakh from 
March 1989 respectively (Jnly 1989) . 

13 .18 No11-levy/ irregular withdrawal of surcharge.-
] n terms of the tariff under Large fodustrial Power 
(UP) category if monthly bill is not paid in full with

in the time specified on the energy bill, a surcharge 
of 3 per cent of the bill not paid, shall be levied for 
each 30 days' successive period or part thereof until 
the amount is paid in full. Th!s is without prej ;,1dice 
to the right of DESU to d isconnect wpply after the 
above date in the event of non-payment in accordance 
wi tb the provisions of Indian Electricity Act, 1910. 
In the following cases, it was ob served that these 
provisions of the Act were not foll.owed anci sur
charge was either not levied or having been levied 
was irregularl y withdr,1wn. 

(i) On test check of records pertaining to a 
private party it was noticed that the party 
was sanctioned a load of 200 HP (indus
trial power) plus 10 KW (ligh ting) with 
the same as contract demand. The party 
was released load of. 179 HP plus 10 KW. 
Th e load was energfaeci on 26th July 1979 
on low tension systern of supply. 1l1e en
forcement branch checked the supply on 
24th July 1981 when a load of 19.7 KW 
was found connected against lighting and 
accordingly 25 per cent surcharge from 
the bill ing month of July 1981 was levied 
on the advice of that branch. 

The enforcement branch again inspected the said 
premises on 27th January 1983 when loads of 
146. 94 KW (JP) and 29. 14 KW(LTG) were found 
connected and accordingly, the- eJ.iorcement branch 
advised the levy of 25 per cent ~urcharge. The same 
was correctly charged from the consumer from lhe 
bil li ng month of January l 983 on power load as 
the load of 146.96 KW (196.74 HP) found connec
ted exceeded 179 HP, the test report was submittf'd 
and the connection energised . The party represented 
agaim t th e levy of surcharge at the rate of 25 per 



cent. T he case was reopened, in January 1987 . 
and it was decided that the connected load equal 
to th e contractual load be regularised retrospcc~1vcly 

from the date of energisation i .e. 26th J uly, 1979. 

The regularisa tion of load retrospectively was not 
covered by any rule or order on the subject. The 
waiving off of surcharge amountin~ to Rs. 2.51 
lakhs was irregular. 

(ii) A test check of bills for 1987-88 relating to 
Delhi Water Supply and Sewage Disposril 
Undertaking, revealed that a liuge a mo unt 
o f R s. 2077 lakbs towards electricity charges 
was not paid during 1987-88 by the Under-
taking. Thus as per tariff, surcharge to the 
tune of R s. 1333 lakhs had become due on 
the unpaid amount. There was nothing on 
reco rd to show wb~ther DESU took · ade
q uate follow up action to recover the out
standing a mount alongwith the surcharge 
due thereon. There was also no entry re
corded in the consumer's cash book r ega rd 
ing surcharge recoverable which obviously 
indicated that DESU failed to r '.l i<;f! the 
demand towards urcharge to the ex tent o f 
Rs. J 333 lakhs. 

(iii) As per guid ing principles in the event o f 
non-paym ent of month1y bill issued by 
DESU in full within the specified period 
of the bill o r the extended period, a sur
charge of 0.5 per cent nf the amount of 
the b ill not paid is leviable for each 30 
days' successive period or par t there<'f until 
amount is paid in Iull. 

N ew D~lhi 
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Du ring test check: of the NDMC case file fo r the 
year 1988, it was noticed that NDMC had made the 
pa rt paym ent of the bills d uring April, May a nd 
August 1988 after the specified due dates. 

A surcharge amounting to R s. 5.84 lakh s was re
coverable from NDMC which had not bet:n billed. 
Financial Adviser and Chief Accounts Officer (DESU) 
~ tatecl , in August .1989, that the b ill an101mting to 
Rs. 5 .84 la khs o n account of levy of surcharge due 
ro non-payment of bills within the stipula'.ed period 
of April. May, August 1988 had now been raised 
and preferred to the NDMC for payment. 

T he matter was referred to the Minfatry o f Home 
Affairs, D elhi Administration , Corporation a nd to 
the DESU in August 1989; r eplies from the Ministry 
and Delh i Administration ha" e not been recei ved 
(December 1989). 

14. Manual of Stores and PtH'chase Procedure 

The M anual of Stores and Purchase Procedure 
containing instructions regard ing !he procl'dure to 
be fol lowed for purchase of stores and maintenance 
of stores account for Delhi E lectric Supply U nde r
taking was last issued in 1966 a nd no cnrrec:ion 
slips thereto were issued subsequen tly. The Addi
tional C hief E ngineer (Stores) sta ted that instructions 
we re not in a compiled form and were under p re
paration in 0 & M Section. The instructions issued 
from time to time after 1966 were not made avail
able to Audit. 

T he ma tter was referred to the Ministry of H ome 
Affai rs, Delhi Administration and Municipal Cor-
poration of D elhi in November 1989 ; replies have 
not been received (Decem\inr J 989) . 

~~~LI_ 
(A. S. MOHlNDRA) 
Officer on Special Dut y 
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Director of Audit Central Revenue -r 

(T . N. CHATURVEDJ) 
Comptroller and Auditm General of Tndia 
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