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PREFACE 

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

• I 

Chapters I and II of this Report respectively contain Audit observations on, 
matters arising from 'examination of Finance Accounts and .Appropriation 
Accow:zts of the State Government for the year ended 31March2000. 

The remaining Chapt~rs deal with the findings of performance audit and audit 
of transactions in the various departments including the Public Works and 
Irrigation Departments, . audit of Stores and Stock, audit of Autonomous 
Bodies and departmentally run commercial undertakings. 

! . . 

The Report containing the observations arising out of audit of Statutory 
Corporations, Boards. and Government Companies and the Report containing 
such observations_ on Revenue Receipts are presented separately. 

The cases mentioned in the Report are among those which came to notice in 
the course of test audit of accounts during the year 1999-2000 as well as those 
which had come to notice in earlier years but could not be dealt with in 
previous Reports; matters relating to the period subsequent to 1999-2000 have 
also been included wherever necessary. 
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OVERVIE 

This Report includes two chapters containing the observation of Audit on the 
State's Finance and Appropriation Accounts for the year 1999-2000 and five 
chapters, comprising four audit reviews and sixty two paragraphs (including 
nine general paragraphs) based on the audit of certain selected schemes, 
programmes, projects and financial transactions of the Government. 
A synopsis of the major findings is set out in this overview. 

I. Review of the State's finances 

The assets of the State Government increased from Rs 10574.78 crore in 
1998-99 to Rs 11365.45 crore in 1999-2000 (7 per cent), while the liabilities 
grew from Rs 17416.65 crore to Rs 21829.48 crore during the same period 
(25 per cent). The excess of Liabilities over the assets increased from 
Rs 6841.87 crore at the end of 1998-99 to Rs 10464.03 crore at the end of 
1999-2000. This was mainly due to vast increase in revenue deficit 
(79 per cent) during 1999-2000 compared to the previous year. The ratio of 
assets to liabilities declinedfrom 0.71to0.52 during 1996-97 to 1999-2000. 

During 1999-2000, the revenue receipts of the State Government were 
Rs 7941.75 crore against which revenue expenditure was Rs 11565.96 crore, 
resulting in a revenue deficit of Rs 3624.21 crore, up from a deficit of 
Rs 2029.96 crore in the previous year. While revenue receipts grew by JO 
per cent, the revenue expenditure grew by 25 per cent during 1999-2000. 
Balance from Current Revenue (BCR) became increasingly negative during 
the year from negative balance of the previous year indicating that the State 
had no means to meet the Plan expenditure from its own revenues. 

The fiscal deficit increased to Rs 4534 crore in 1999-2000 up from Rs 1303 
crore in 1995-96. The ratio of Revenue Deficit to Fiscal Deficit increased 
from 0.31in1995-96 to 0.80in1999-2000 indicating that a lion's share of the 
borrowings was utilised to meet the revenue expenditure. The sharp increase 
in interest payment indicated substantially reduced availability of the 
borrowed funds for programme spending. 

The payment of interest on the borrowings of the Government increased by 
111 per cent from Rs 924 crore in 1995-96 to Rs 1952 crore during 1999-2000 
up from Rs] 446 crore in 1998-99. 

Assistance to local bodies and others during 1999-2000 declined to 
29 per cent from 34 per cent of the revenue expenditure. 

The share of capital expenditure in total Government expenditure had all 
along been less than 10 per cent during 1995-2000 and declined gradually 
from 9 per cent in 1995-96 to 5 per cent in 1999-2000. There was negative 
growth rates in 1998-99 and 1999-2000 indicating the pressure of rising 
revenue expenditure and Lesser availability of borrowed funds for investment. 
Even the Limited investments fetched insignificant returns. and Large amount of . 
funds were Locked up in incomplete projects. 

• 
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As on 31 March 2000, 2 statutory corporations and 57 Government 
companies, in which Government had invested Rs 636 crore, were running in 
loss and the accumulated loss amounted to Rs 1458 crore as disclosed in the 
accounts rendered by them for various years from 1988-89 to 1999-2000. 
The public sector undertakings, joint stock companies and co-operative banks 
and societies in which Government invested Rs 1775 crore as of March 2000, 
were giving only insignificant return ranging from 0.31 per cent to 
0.56 per cent. 

Internal debt of the State Government increased by 108 per cent, from 
Rs 2486.28 crore in 1995-96 to Rs 5164.24 crore in 1999-2000. Other 
liabilities like small savings, provident funds, deposits, etc., also increased 
significantly by 154 per cent during the same period. This had irnposed 
a huge inter(!st burden. Only 10 per cent of the borrowings are available after 
repayments of principal and interest during 1995-96to1997-98 with marginal 
improvement in the subsequent two years. 

Addition to small savings, provident funds, deposits, etc., increased from 
Rs 4122 crore in 1995-96 to Rs 12901 crore in 1999-2000, though the net 
inflow of funds from these sources was not significant. 

Outstar.ding public debt of Government burgeoned from Rs 6724.53 crore as 
of March 1996 to Rs 11638.40 crore as of March 2000, a growth of 
73 per cent. 

For several years State Government was living beyond their means as seen 
from galloping revenue deficit and fiscal deficit, stagnating tax to GSDP ratio 
and huge interest payments. Moneys are borrowed to pay salaries and 
pensions, which was grown in double digits*. The plan expenditure on Capital 
account was stagnating while plan expenditure on Revenue account increased 
significantly. What the citizens are getting out of such expenditure is the 
moot. Further conversion of loans into equity of loss making Electr-icity 
Board though brings down the interest liability, does not really help the 
Electricity Board in the absence of cash flow and results in the liability of the 
Government being under-projected. Very high supplementaries indicated 
weak budgeting system. 

(Paragraphs 1.1 to 1.11) 

II . Summary of Appropriation Accounts 

Excess expenditure of Rs 1412.46 crorefor the years 1983-84 to 1998-99 and 
Rs 530.99 crore for the year 1999-2000 was yet to be regularised by the 
Legislature mainly due to the failure of Government to furnish explanation to 
the Public Accounts Committee. 

The overall savings of Rs 786. 71 crore was the result of saving of Rs 1322.12 
crore in 91 Grants and Appropriations offset by excess of Rs 535.41 crore in 
9 Grants and Appropriations. 

• in terms of percentage 
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Overview 

Supplementary provision obtained during the year constituted 32 per cent of 
original provision as against 21 per cent in the previous year. 

Substantial saving of Rs 1 crore or more and also nwre than 10 per cent of the 
provision occurred in 34 cases. 

There was persistent saving of Rs 10 lakh or more and also more than 
10 per cent of provision in 20 Grants for the last three years. 

Expenditure of Rs 2.04 crore was incurred without provision in 7 cases. 

In 36 cases, savings of Rs 1 crore or more in each case aggregating to 
Rs 652.94 crore remained unsurrendered at the end of the year. 

Out of total surrender of Rs 802.11 crore, Rs 801.51 crore was surrendered on 
the last day of the financial year. 

In 10 cases, amount in excess of actual saving was surrendered resulting in 
excess surrender of Rs 131.96 crore. 

Under 16 major heads of account, more than 50 per cent of expenditure was 
incurred during the last quarter of the financial year. 

Review of expenditure and budgetary control system in two Grants (Grant 
No. VI & XXXVJJ) revealed defective budgeting, delay in submission of budget 
proposals, lack of control of expenditure, injudicious reappropriation of funds, 
non/belated surrenders, rush of expenditure, keeping of money in deposit 
accounts, etc. 

(Paragraphs 2.1 to 2.4) 

m Performance review of schemes/department 

1. Implementation of Prevention of Food Adulteration Act 

Jn 1954, Government of India enacted the Prevention of Food Adulteration 
(PFA) Act with the objectives of eradicating the menace of food adulteration, 
making available pure and wholesome food to the consumers and reducing the 
risk to the health of people due to adulteration. 

The enforcement of the provisions of the PFA Act was very poor. Formal 
licences were not issued to shops and establishments. Sufficient funds were 
not made available with Food Inspectors for collection of the required number 
of samples. Analytical laboratories were ill-equipped and necessary 
equipment to carry out tests were not available. Posts of District Food 
Inspectors, Chief Food Inspectors and Analysts remained vacant for long 
periods. 

Out of 37.44 lakh received from Government of India during 1995-2000 for 
purchase of machinery and equipment for laboratories, Rs 24.22 lakh 
remained unspent. 

JUll 
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The posts of 14 District Food Inspectors and 3 Chief Food Inspectors had 
been vacant for the last six years. 

No system of monitoring and issuing a formal licence to the shops and 
establishments was in vogue. Rupees 41.88 lakh was due to Government from 
M unicipalities/Panchayats towards fees for analysis of food samples. 

The recommendations of the Public Accounts Committee to form a separate 
department for implementation of PFA Act and of the State Finance 
Commission to revise the licence fees have not been implemented. 

The capacity of Analytical La.boratories was underutilised to the extent of 
more than 50 per cent in three out of five years ending March 2000. The 
laboratories failed to acquire sophisticated equipment for analysis of modem 
food items. 

Delays of one month to more than five years occurred in institution of 
prosecution cases. 

(Paragraph 3.1) 

2. Implementation of Environment Acts and Rules relating to Water 
Pollution 

For Kerala, a State with a high population density, environmental pollution is 
a great hazard affecting the lives and living conditions of people. Kerala 
State Pollution Control Board (PCB) constituted in September 1974 is the 
agency entrusted with enforcement of statutory provisions for protection of 
environment, control of pollution and improvement in quality of water 
sources. The review revealed that enforcement of provisions of the Acts/Rules 
relating to water pollution by the PCB has not been effective due to several 
factors like reluctance to invoke the legal provisions of the Act, lack of 
monitoring and supervision, failure to conduct comprehensive surveys of 
polluting units in the State, absence of co-ordination between the Board and 
the licence granting authorities and lack of adequate manpower and 
laboratory facilities. 

Due to failure of PCB to conduct comprehensive survey of industries in the 
State, only 2250 were identified as highly polluting and 1383 (61 per cent) 
brought under consent out of a total number of2.17 lakh industries registered. 

PCB failed to take effective follow-up action even in cases of complaints 
regarding discharge of untreated effluents, contamination of underground 
water, etc., received from public. 

Huge shortfall in inspection of industrial units for monitoring effluent 
standards was noticed. Out of 418 Industrial units test checked the shortfall in 
prescribed inspections in respect of 179 units ranged from 79 to 82 per cent. 

Due to insufficient monitoring of effluent treatment by industries as well as the 
PCB, Periyar river was polluted with high concentration of chemicals. 

xiv 
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A general reluctance/disinclination to invoke statutory powers against the 
defaulting industries was noticed and only 67 cases were launched in 
21 years. 

Due to defective equipment and non-availability of essential equipnient, 
laboratories could not analyse effluent samples for different parameters. 

PCB's notices were ignored by Kerala Water Authority which continued to 
pollute River Killi and Parvathy Puthanar by discharging untreated sewage. 

PCB's directive to Travancore Devaswom Board to install a treatment plant 
to prevent contamination of river Pamba during festival season was not 
complied with. 

Travancore Titanium Products Limited functioning without consent of PCB 
from 1996, was discharging untreated effluent to sea causing degradation of 
sea water at Veli. 

Assessment of manpower requirements of PCB has not been done so far. 

(Paragraph 3.2) 

3. Urban Employment Generation Programme 

Government of India (GO!) has formulated various schemes aimed at 
alleviating poverty among urban and rural poor and the schemes now in 
implementation are Prime Minister's Rozgar Yojana (PMRY) and Swama 
Jayanti Shahari Rozgar Yojana (SJSRY) which came into existence from 
October 1993 and December 1997 respectively. The earlier two schemes viz. 
Nehru Rozgar Yojana and Prime Minister's Integrated Urban Poverty 
Eradication Programme (PMIUPEP) were merged with SJSRY. The review 
revealed deficiencies in identification of urban poor, delay in release and 
short release of funds by State Government, administrative expenses in excess 
of prescribed limit and non-achievement of targets. 

The identification of urban poor was flawed as income criterion was ignored. 

Delay ranging upto 9 months was noticed in release of funds to Urban Local 
Bodies (ULBs) by State Poverty Eradication Mission and there was short 
provision of State share to the tune of Rs 1.05 crore under PMIUPEP. 

Implementation of various programmes under SJSRY by 7 out of 15 ULBs was 
delayed by 6 to 20 months. 

Non-contribution of municipal share of Rs 2.41 crore to Urban Poverty 
Alleviation Fund and unauthorised diversion of money from the Fund by ULBs 
to the tune of Rs 25.50 lakh was noticed. 

The implementing authority failed to achieve the targets under PMRY, 
PMIUPEP and SJSRY. 

xv 
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Administrative expenses set apart by the State Urban Poverty Alleviation Cell 
was in excess of the prescribed limit by Rs 32.42 Lakh. 

(Paragraph 3.3) 

4. Fishery Harbour Projects 

Fishery harbour projects are intended to help fishermen obtain increased fish 
catch by providing safe landing facilities resulting in increase in number of 
fishing days. 

Out of 8 projects taken up for execution between August 1981 and March 
1995, five projects were completed with time overrun of 3 to 5 years and cost 
overrun of 11 to 49 per cent. The remaining 3 projects were delayed by 2 to 6 
years with cost overrun of Rs 17.74 crore as of March 2000. Delay in 
completion and commissioning of 5 fishery harbours had resulted in Loss of 
revenue amounting to Rs 11.58 crore towards user charges for the periods of 
delay. Projects with fictitious projections were undertaken without 
considering their financial viability and more Central assistance obtained. 

Actual returns from completed projects were far Le.ss than the projections. 
Benefit-cost analysis of the projects could not be done as there was no system 
for collection of data about fish landings in the project sites. 

Project fund of Rs 22.63 lakh received from GO! was diverted for construction 
of office building away from the project. 

Premature dredging even before construction of breakwaters for Kayamkulam 
project resulted in infructuous expenditure of Rs 25.06 lakh. 

(Paragraph 4.1) 

5. Family Welfare Programme 

The Family Welfare Programme is a 100 per cent Centrally sponsored 
scheme. A review of the implementation of the programme in the State during 
1995-2000 revealed thefoll~wing. 

State Government did not take initiative to get reimbursement of Rs 5.30 crore 
admitted by GO! for the period 1986-87 to 1991-92 and also to claim 
Rs 133.61 crore due from GO/for the subsequent years 1992-93to1998-99. 

GO! funds of Rs 1.35 crore released in January 1997 for giving interest free 
loans to Junior Public Health Nurses for purchase of mopeds remained 
unutilised as of August 2000. 

Recurring grant of Rs 2.13 crore due from GO! for the period 1995-2000 
relating to maintenance of postpartum wards was not demanded by State 
Government. 

Extra liability of State Government due to spending in excess of norms on 
drugs and dressings in connection with sterilisation during 1996-99 was 
Rs 2.53 crore. 

XVI 
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Overview 

Nearly 30 per cent of funds (Rs 5.99 crore) for Reproductive Child Health 
Programme remained unutilised with the State Committee on Voluntary 
Actions. 

(Paragraph 3.12) 

6. Working of the Kerala State Insurance Department 

Kerala State Insurance Department, declared as "Commercial" in October 
1979, is transacting insurance business relating to both life insurance and 
general insurance branches. 

Financial results of the working of the department aJtUld not be evaluated due 
to non-preparation of proforma accounts from 1991 onwards. Due to delay in 
issue of insurance policies by the district offices, insurance premia of 
Rs 1 crore for October 1997 to September 1999 due f rom new entrants to 
Government service could not be collected. Crop insurance business was not 
financially viable and caused loss of Rs 1.91 crore during 1994-95 to 1998-99. 
Non- renewal of policies led to non- collection of premia of Rs 26.80 lakh due 
from loanees of State financing institutions. 

(Paragraph 6.2) 

7. Working of Kerala State Cashew Workers Apex Industrial 
Co-operative Society (CAPEX) 

CAPEX, Kollam, is an apex society of cashew workers for procurement, 
distribution and marketing of cashew and thus to provide employment to 
cashew workers. Scrutiny of the records of CA.f EX revealed the following: 

Shortfall in procurement of raw cashew nuts led to substantial reduction in 
generation of employment during 1996-99. 

Post-tender decision for additional supplies of raw nuts during May-August 
1997 resulted in procurement of inferior variety resulting in a loss ·of Rs 36.63 
lakh. 

Driage loss and godown shortage were in excess of norms involving a loss of 
Rs 0.82 crore. 

Potential loss of revenue owing to low recovery of kernels worked out to 
Rs 4.49 crore. 

(Paragraph 7. 7) 

8. Municipal Corporation of Thiruvananthapuram 

Scrutiny of the records of the Municipal Corporation of Thiruvananthapuram 
(MCT) with reference to the implementation of Plan schemes revealed the 
following: 

Government grants received by the Corporation during 1995-2000 aggregated 
to Rs 74.84 crore of which Rs 42.34 crore represented untied funds meant for 
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implementation of schernes under People's Plan Campaign. There was 
shortfall to the extent of27 per cent in utilisation of tied funds. 

677 cheques for Rs 74.78 lakh drawn in June 1998 were issued only during 
July-August 1998 which meant that cheques were drawn in advance of 
requirement to project financial achievement and to obtai11 full release ·of first 
instalment of plan funds during 1998-99. 

Release of third and fourth instalments of grants without ensuring the 
utilisation of earlier releases resulted in funds amounting to Rs 3.84 crore and 
Rs 3.32 crore remaining unutilised at the end of 1998-99 and 1999-2000 
respectively. 

Six slum improvement works costing Rs 1.51 crore entrusted in June 1998 to 
beneficiary committees were not completed as of February 2000 though 
advances of Rs 31.23 lakh were paid to the convenors in June 1998. Against 
the cost of Rs 2600 per latrine approved by MCT for the 'Urban Basic Service 
for the Poor Scheme ' the average cost adopted by MCT for preparation of 
estimate under the scheme was Rs 19,547 which led to an excess expenditure 
of Rs 30.68 lakh. 

The beautification and development of the area in front of Sree Padmanabha 
Swami Temple stipulated for completion by October 1998 at a cost of 
Rs 14.50 lakh had not been completed even by October 2000 though Rs 28.39 
lakh had already been spellt. 

Tenders were not invited by MCT for purchase of 9 articles costing 
Rs 3.09 crore. 

A refuse collector purchased at a cost of Rs 12.57 lakh in June 1996 for Solid 
Waste Management Project was used only for three days in May-June 1998 as 
the vehicle suffered from defects and was found not suitable for use on city 
roads. 

(Paragraph 7.16) 

IV Blocking of funds 

(i) Release of funds of Rs 1.77 crore during 1997-2000 to the Palakkad 
Nelkrishi Vikasana Agency for development of paddy cultivation in Palakkad 
district without reference to actual requirement resulted in blocking of 
Government funds for over 3 years. 

(Paragraph 3.4) 

(ii) Failure of Government to acquire the full extent of land for 
establishment of Industrial Growth Centre in Mallappally taluk of 
Pathanamthitta district resulted in blocking of Government funds 
of Rs 2.41 crore for more than 2 years. 

(Paragraph 3.18) 
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(iii) Failure to take over Land by Revenue authorities even after 3 years of 
its acquisition for Vamanapuram Irrigation p roject resulted in blocking of 
funds to the tune of Rs 1.50 crore. 

(Paragraph 3.22) 

(iv) A lift irrigation scheme sanctioned by Government in May 1993 is still 
Languishing consequent on fa ilure of Superintending Engineer, MI Circle, 
Ernakulam to coordinate execution of various components of the scheme. SE 
took up only that portion of the work which mainly involved supply of pipes 
which Led to idle investment of Rs 75.42 lakh. 

(Paragraph 4.3) 

(v) A new hull constructed at a cost of Rs 45.63 Lakh in December 1998 by 
the Ports Department was lying in the open exposed to the vagaries of nature 
pending sanction for new engines. The supply of stores viz. two barges, a tug, 
diesel generator and electrical cranes for which orders were placed during 
March 1996 to March 1998 had not been completed (October 2000) though 
the firms were given stage payments of Rs 2.01 crore between March 1996 
and March 1999. 

(Paragraph 5.2) 

(vi) Though 691 Grama Panchayats and 88 Block Panchayats paid Rs 7.79 
crore to Director of Panchayats/Commissioner for Rural Development out of 
Plan funds for 1997-98 for purchase of photocopiers, the purchase had not 
materialised even as of October 2000 as Government had not finalised the 
purchase procedures. 

(Paragraph 7.17) 

(vii) Two schemes under power sector approved under the People 's Plan 
Campaign during 1997-98 and1998-99 by Kozhikode Zilla Panchayat had not 
been completed which led to blocking of plan funds amounting to Rs 3.36 
crore with Kerala State Electricity Board. 

(Paragraph 7.20) 

V Non-achievement Of objectives 

(i) Despite release of Government subsidy and loan of Rs 3.12 crore to 18 
coir cooperative societies in Kallam District, the scheme for establishment of 
motorised treadle ratts capable of producing superior yarn failed to achieve 
its objective. 

(Paragraph 3.19) 

(ii) The up gradation of the Centre for Taxation Studies into a full fledged 
State Institute of Public Finance did not materialise for the last four years 
though assistance of Rs 1 crore was made available in 1995-96. 

(Paragraph 7.21) 
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VI A voidable/U nf rui tful/lnf ructuous/W asteful expenditure 

(i) Contrary to provisions in Kerala Education Rules, Government 
allowed functioning of 142 schools having less than 75 students, creating 
annual liability of Rs 3.67 crore. 

(Paragraph 3.11) 

(ii) Inadequate soil investigation and defects in estimate led to drastic 
changes in design and specification for foundation and superstructure of a 
regulator-cum-bridge during execution of the work, entailing avoidable 
expenditure of Rs 39.29 lakh. 

(Paragraph 4.4) 

(iii) Superintending Engineer, Roads and Bridges, Thiruvananthapuram 
,arranged construction of a bridge work without conducting soil investigation 
and before finalising design, involving extra expenditure of Rs 1.12 crore. 

(Paragraph 4.7) 

(iv) Failure to properly evaluate firm's alternative proposal to execute a 
bridge work with its own design of pile foundation and to effect timely supply 
of material and payment of contractors dues led to avoidable financial 
commitment of Rs 1.24 crore. 

(Paragraph 4.8) 

(v) Irregularities in considering tenders necessitated repeat tender calls 
and caused avoidable additional financial commiu;,,ent of Rs 62.90 lakh, apart 
from delaying execution of work on the water treatment plant for 'Varkala 
Water Supply Scheme' by more than 3 years. 

(Paragraph 7.9) 

(vi) Delay in execution of works on the source and lack of planning in 
execution of the other components in a time bound manner resulted in 
inordinate delay in completion of three water supply schemes in Kannur, 
Malappuram and Palakkad districts and unproductive expenditure of 
Rs 9.87 crore. 

(Paragraph 7.12 to 7.14) 

(vii) Substitution of premo pipes for AC pipes in Urban Water Supply 
Scheme to Manjeri Municipality resulted in extensive leak in joints of pipes 
leading to disruption in supply of water and avoidable extra expenditure of 
Rs I. II crore. 

(Paragraph 7.15) 
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VIl Unintended benefit to contractors/suppliers 

(i) Major deviations and alterations from original agreed contract 
conditions in respect of the project 'Four-laning and strengthening of NH 47 
from Aluva to Vytilla and Aroor to Cherthala' led to unintended benefit 
totalling Rs 2.64 crore to the contractor. 

(Paragraph 4.5). 

(ii) The price of cement and steel adopted in the tender document for the 
purpose of payment of escalation was lower than the rates considered for 
estimate purpose which resulted in undue monetary benefit of Rs 1.42 crore to 
the contractor. 

(Paragraph 4.6) 

(iii) A contractor who was responsible for slow progress and cancellation 
of original contract was given. undue benefit by Government first by allowing 
re-entry to the work and then by allowing extra increase in rates on grounds 
of delay, for which the same contractor was responsible. The extra financial 
commitment due to entrustment of the balance work to the original con.tractor 
was Rs 47.58 lakh at tender stage. 

(Paragraph 4.10) 

vm Fictitious purchase of cement and steel 

The Divisional Officer, Karapuzha Irrigation Project purchased during 
1994-96, 14437.25 tonnes of cement costing Rs 4.32 crore locally of which 
12477.25 tonnes were purchased through two contractors disregarding 
Government orders. Scrutiny of the bills and the assessment records of the 
Sales Tax Department revealed that (i) the contractors were paid at the 
uniform rate Less than the amount billed for (ii) the bills of different dealers 
contained identical mistakes (iii) payment was made on the basis of stock 
certificate though quantity and cost was not indicated in the bill (iv) bills 
produced included those of non-existent firms (v) values of sales purported to 
have been made to the division. were not included in the tum-over for 1995-96 
while filing the Sales Tax return by the dealers (vi) inflating of purchase 
accounts by dealers to account for bogus bills, etc. These would indicate that 
the departmental officers had made huge payments for fictitious purchase of 
cement and steel to the extent of Rs 2.52 crore. 

(Paragraph 5.1) 

IX Other topics of interest 

(i) Advances aggregating to Rs 59 crore drawn through 747 Abstract 
Contingent bills by 31 Drawing and Disbursing Officers (DDOs) during 
1989-2000 were pending adjustment as of March 2000. Adjustment bills for 
Rs 39.32 crore drawn by two DDOs (Principal Agricultural Officer, Kottayam 
- Rs 19.17 crore during 1992-99 and Text Book Officer - Rs 20.15 crore 
during 1990-2000) were not submitted or not even prepared. 

(Paragraph 3.6) 
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(ii) Mistake in reckoning the date of effect of enhanced rate of certain 
allowances like HRA, CCA, etc., as a result of pay revision orders issued by 
Government in November 1998 resulted in excess payment of Rs 53.32 lakh to 
Government employees in 936 Offices. 

(Paragraph 3.9) 

(iii) Expenditure of Rs 83.98 crore incurred by the State Government on 
National Highways remained to be reimbursed by GO!. 

(Paragraph 3.21) 

(iv) Arrear pay and allowances of Rs 1.36 crore were paid in excess to 128 
former Casual Labour Roll workers in two subdivisions under Minor 
Irrigation Division, Emakulam disregarding the effective date ordered by 
Government for giving the monetary benefits. 

(Paragraph 4.2) 

(v) Transactions relating to the periods from 1968-69 were outstanding 
under 'Miscellaneous Works Advances'. Divisional Officers persisted with 
credit sales by debit to 'Miscellaneous Works Advances' in violation of 
Government Orders. The cost of materials issued on 'credit basis' by three 
Divisional Officers amounted to Rs I.OJ crore. 

(Paragraph 4.15) 

(vi) The construction of 750 houses for homeless scheduled tribe 
beneficiaries in Wayanad District taken up in 1997-98 under People's Plan 
Campaign was delayed inordinately though Rs 3.37 crore were made 
available to Kerala State Nirmithi Kendra in June 1998. As of June 2000, 
only 183 houses were completed and the balance of Rs 2.50 crore remained 
unutilised with the Kendra. 

(Paragraph 7.18) 

(vii) Two projects in Alappuzha Town approved by GO! in March 1993 for 
implementation under the Centrally Sponsored Scheme of Integrated 
Development of Small and Medium Towns had not been completed as of June 
2000 though assistance twice the estimated cost of Rs 87.50 lakh of the 
projects was received by Alappuzha Municipality in March 1993/March 1998. 

(Paragraph 7.19) 

xx ii 



CHAPTER I 

AN OVERVIEW OF THE FINANCES OF THE 

STATE GOVERNMENT 

I 1.1 Introduction 

This chapter discusses the financial po. ition of the State Government, based 
on the analysis of the information contained in the Finance Accounts. The 
analysis is based on the trends in the receipts and expenditure, the quality of 
expenditure and the financial management of the State Government. In 
addition, the chapter also contain a section on the analysis of indicators of 
financial performance of the Government, based on certain ratios and indice 
developed on the basis of the information corHained in the Finance Accounts 
and other information furnished by the State Government. Some of the terms 
used in this chapter are described in Appendix I. 

j 1.2 Financial position of the State 

In the Government accounting system, comprehensive accounting of the fixed 
as ets like land and buildings etc., owned by the Government is not done. 
:However, the Government accounts do capture the financial liabilities of the 
Government and the assets created out of the expenditure incurred by the 
Government. Exhibit I gives an abstract of such liabilities and the assets as on 
31 March 2000 compared with the corresponding position on 31 March 1999. 
While the liabilities in this statement consist mainly of internal borrowings, 
Joans and advances from the Government of India, receipts from the Public 
Account, the assets compri e mainly the capital outlay, loans and advances 
given by the State Government and the cash balances. It would be seen from 
Exhibit I that while the liabilities grew by 25 per cent, the assets increased by 
only 7 per cent during 1999-2000, mainly as a re ult of high (53 per cent) 
growth in the deficit on the Government account. This shows a marked 
deterioration in the already worsening financial health of the Government. 
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EXHIBIT-I 
SUMMAJ!USED FINANCIAL POSITION OF THE GOVERNMENT OF 

KERALA AS ON 31 MARCH 2000 

Internal Debt 5164.24 

Market Loans bearing interest 3958.38 
Market Loans not bearing interest 0.72 
Loans from Life Insurance Corporation of India · 580.93 
Loans from other Institutions 578.42 
Ways and Means Advances from Reserve Bank of India 45.79 

Loans and Advances from Central Government 6474.16 
Pre - 1984-85 Loans 273.46 
Non-Plan Loans 2884.23 
Loans for State Plan Schemes 3260.96 

: Loans for Central Plan Schemes 
.. 

15.39 
Loans for Centrally Sponsored Plan Schemes 40.12 

Contingency Fund 25.00 
Small Savings, Provident Funds, etc. 8537.66 
Shortfall with Reserve Bank Deposits 128.65 
Deposits 1428.11 . 
Reserve Funds 71.66 

Gross Capital Outlay on Fixed Assets. -
Investments in share of Companies, Corporation, etc. 1775.43 
Other Capital Outlay 5582.23 

Loans and Advances - 3391.04 
Loans for Power Projects 1242.18 
Other Development Loans 1946.47 
Loans to Government servants and Miscellaneous loans 202.39 

Reserve Fund Investments 4.56 
Advances 2.82 
Suspense and Miscellaneous Balances 256.75 
Remittance Balances 324.-12 

Cash- 28.50 
. Cash in Treasuries and Local Remittances 15.04 
Departmental Cash Balance 0.73 
Permanent Advances 0.20 
Cash Balance Investments 12.53 

Deficit on Government Accounts - 10464.03 
(i) Revenue Deficit of the Current year 3624.21 
(ii) Less: Miscellaneous Capital Receipts 2.05 

Accumulated deficit upto March 1999 6841.87 

Total 21829.48 

•Figures appearing in the Report of 31 March 1999 changed due to pro fo1ma corrections vide 
Serial No.5 of explanatory notes at page 5. · · 
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ReceiplS 

1998·99 

Seclion - A: Rc>enue 

7198.12 I .Revenue Receipts 

4649.56 Tax Revenue 
557.66 Non-Tax Revenue 

1382.30 Sraie's share of Union 
Taxes and Duties 

90.77 Non-plan Granis 
214 98 Granis for Suue Plan Schemes 

246.40 GranlS for Central Pinn 
and Centrally Sponsored 
Plan Schemes 

56.45 GranlS for special plan 
schemes 

2029.96 IJ. Revenue Deficil carried 
over to Section B 

9228.08 Total • Scdion ,\ 

Secllon B: 
m. Opemng Cash Balance 

240.40 including Permanem 
Advances and Cash Balance 
lnvcsimcnt 

2.47 IV . Miscellaneous Cnpiral 
Receipts 
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EXHIBIT II 
ABSTRACT OF RECEIPTS AND DISBURSEMENTS FOR 

THE YEAR 1999-2000 
(R ) upees 111 crore 

Oisburwments 

1999· 1998-99 
2000 

Non-Plan Pion Tola I 

79-1 1.75 9228.08 I. Revenue Expendi1ure 9509.59 2056.37 11565.96 

5193.50 3535.87 General Services 4972:86 4.19 4977.05 
530.72 3349.16 Social Sen'lces 3433.12 773.25 4206.37 

1535.22 1957.90 Education, Spons. An and 2460.58 148.91 2609.49 
Cuhure 

181.29 545.23 Hcal1h and Family Welfare 540.05 147.99 688.04 
227.23 '.139.03 Wa1er Supply. Sani1ntion, 79.50 295.66 375.16 

Housing and Urban Dcvelopmcn1 
222.43 8.39 lnfonnation and Broadcasung 6.32 3.70 10.02 

51.36 204.02 Welfare of Scheduled 72.62 123.39 196.01 
Cmes, Scheduled Tribes and 
Other Backward Classes 

58.10 Labour and Labour Welfare 82.51 5.26 87.77 
228.26 Social Welfare and Nucrition 180.46 48.34 228.80 

8 23 01hen 11.08 .. 11.08 

2292.87 Economic Services: 1024.94 1278.93 2303.87 
697.89 Agricuhure and allied 506.85 261.63 768.48 

activities 
977.72 Rural Developmcnl 71.28 795.85 867 13 

11.12 Special Areas Programmes 12.61 12.61 
147.13 Irrigation and Flood control 83.35 68.74 152.09 
21.79 Energy 0.04 1.24 1.28 . 133.66 lndusuy and Minerals ., 53.00 76.10 129. 10 . 2 14.80 Transpon 254.93 10.72 265.65 
14.50 Science, Technology and 3.70 11.74 15.44 

Environrncn1 
74.26 General Economic Services 51.79 40.30 92.09 

SO. IS Grants-in-aid and Contributions 78.67 .. 78.67 
3624.21 

11565.96 9228.08 

(· )2.03 Ill. Opening Overdraft from RBI 

2.05 651.63 IV. Capital Oullay 3.84 644.34 648.18 

54.80 General services: 3.72 43.55 47.27 

80.09 Social Ser~ices: (·) 0.42 66.36 65.94 
27.36 Education, Spons, An and 16.16 16. 16 

Cuhure 
29.89 Health and Family Welfare 23.03 23.03 

S.56 Wa1er Supply. Saniration, (·) 0.42 8.39 7.97 
Housing and Urban Dcvclopmcnl 

.. Information and Broadcasung .. .. " 
16.46 Welfare of Scheduled " 

17.85 17.85 
Casies, Scheduled Tribes and 
Other Backward Clllsscs 

0.60 Social Welfare and Nucrilion .. 0.85 0.85 
.. Labour and Labour Welfare .. " .. 

0.22 Others " 0.08 0.08 

516.N Economic Services: 0.54 534.43 534.97 
47.00 Agricul1ure and allied 0.32 59.94 60.26 . activities 

.. Rural Dcvclopmcn1 .. .. .. 

.. Special Areas Programmes .. .. . . 
177.76 lmgation and Flood control .. 169.57 169.57 

0.18 Energy .. .. 
79.88 lndusuy and Minerals .. 68.79 68.79 

18-l.SO Tmnspon 0.24 22262 222.86 
27.42 General Econonuc Services (-) 0.02 13.5 1 13.49 
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2000 

11565.96 

11565.96 

.. 

648.18 
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V.Recoveries of Loans aild . . 
._Advances 

From Power Projects 

From Government Servants 

·From Others 

VI. Revenue Surplus brought· 
Down 

Vil. Public Debt Receipts 

Internal Debt other than 
Ways and Means Advances 

·and Overdraft 
Net transactions under 

Ways and Means Advances 
Including overdraft 

Loans and Advances from 
Central Government 

VIII. Appropriation from the 
Consolidated Fund 

Amount transferred to . 
Contingency Fund 

Public Account Receipts 

Small Savings and Provident 
Funds · 

Reserve Funds 

-Deposits and Advances 

Suspense and Miscellaneous 

Remittances 

XI.- Closing Overdraft from' 
Reserve Bank of India 

4318.71 

3439.5! 

v: Loans and Advances Disbursed 

For Power Projects 

To Government Servants 

To Others 

VI.Revenue Deficit brought down 

Vil.Repayment of Public Debt 

Internal Debt other than Ways 
and Means Advances and 
Overdraft 
Net transactions under 

Ways and Means Advances 
including overdraft 

Repayment of Loans and 
Advances to Central 
Government 

Vill. · Appropriation to Contingency Fund 

Expenditure fro~ Contingency Fund 

Public Account Disbursements 

Small Savings and Provident 
Funds 

Reserve Funds 

Deposits and Advances 

Suspense nnd Mis"cellaneous 

. Remittances 

Cash Balance at end 

Cash in Treasuries and Local 
Remittances 

Deposits with Reserve 
Bank 

Departmental Cash Balance 
including Permanent Advances 

*Represents receipts: Rs 3917.71 crore and disbursements: Rs 3995.73 crore 

4 

5859.Jl 



Chapter I - Overview of the Finances of the Staie Government 
Im:* Ztfu"fi .GO*-t 1S!ii£'8MP5i•'HS@i#Zf,&n5W..YZM%M MW#&fWl·-@R $',ufiMi!!?&£ri S Rb• fri• W ·"~*? 1·"'•M±1 ·" g;eq;; ... ··4Q?•fV"Pit!:i.\G 

7198.12 
67.06 

1496.87 
2.47 

1270.27 

1335.28 
(-) 53.68 

4.11 
(-)75.68 

(-)47.12 

EXHIBITIH 
· SOURCES AND APPLICATION OF FUNDS 

1. Revenue receipts 
' 2. Recoveries of Loans and Advances 

'.1,. Increase in Public debt other than overdraft 
4. Miscellaneous qapital Receipts 
5. Net receipts from Public account 

Increase in Small Savings & Provident Funds,etc 
Decrease in Deposits and Advances 
Increase in Reserve Funds · 
Add: Net effect of Suspense and Miscellaneous 

Transactions · 
Add: Net effect of Remittance transactions 

2909.88 
171.05 

4.08 
98.40 

29.07 

7941.75 
52.41 

1565.90 
2.05 

2870.38 

0.16 6 .. Net effect of Contingency fund transactions 
242.43 :7. Decrease in closing cash balance 

0.16 
98.12 ' 

9228.08 
397.67 

651.63 

1. Revenue expenditure 
2. Lending for development and other 

purposes 
3. Capital expendit\lre 

· Explanatory N~tes for Exhihits J, II and IU: 

11565.96 
316.63 

648'18 

I. Th~ abridged ac~ounts in the foregoing siaccments have to be read with comments and 
. explanations in the Finance Accounts. · 

2. Government accounts being mainly on cash basis, the deficit on Government account, as 
shown in Exlzibit /, indicates the position on cash basis, as opposed to accrual basis in 
commercial accounting. Consequently, items payable or receivable, depreciation or variation 
in stock figures etc., do not figure in the accounts. 

I 

3. Suspense and Miscellaneous balances include cheques issued but not paid, payment made on 
behalf of the State and others pending settlement, etc. 

4; There was a difference of Rs 212.79 lakh (net credit) between the figures reflected in the 
accounts and that intimated by the RBI under "Deposit with Reserve Bank". Only Rs 50 had 

5. 

been cleared (September 2000). · 

The amounts as on 31 March 1999 in respect of ;'Gross Capital Outlay'', "Loans and 
Advances" and "Deficit on Government Account" shown in Exhibit I were at variance with 
those shown iµ last year's Report due to proforma adjustments carried out in the progressive 
balances consequent on conversion of loan (Rs 26400000) granted to Thrissur Co-operative 
Spinning Mills into equity vide footnote (a) of Statement No.8 and decision (December 1999) 
to treat as grant-;in-.aid the amount of Rs 5770200 released to Oil Palm India Limited during 
t Y94-\l:i and 1 \19:'.i-Yb tor establishment or 011 Palm Seed Garden at l'hodupuzha t>y debit to 
capital expenditure vide footnote (O)·of Statement No.13. · 

i 
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EXHIBIT JV 
TlME SERIES DA 'JI'A ON STATE GOVERNMJF;N'J!' FINANCES 

Part A. JRecenJlllts 

1. Revenme Receipts 5424 6145 .. 7U8 'ill98 7942 

(i) Tax Revenue 3383 (62) 3898 (63) 4501 (63) 4650(65) 5194 (65) 

Taxes on Agricultural Income 26(01) 12(--) 21(--) 27(01) 14(--) 

Taxes on Sales, Trade, etc. 2286(67) 2772(71) 3084(69) 3367(72) 3854(74) 

State Excise 449(13) 419(11) 544(12) 530(11) . 591(11) 

Taxes on Vehicles 223(07) 248(06) 302(07) 323(07) 381(07) 

Stamps and Registration fees 354(10) 360(09) 331(07) 301(07) 280(06) 

Land Revenue 24(01) 22(01) 24(01) 33(01) 35(01) 

Other Taxes 21(01) 65(02) 195(04) 69(01) 39(01) 

(ii).Non Tax Revenue 535(10) 514(08) 552(08) 558(08) 531(07) 

(iii)State's share in Union taxes and duties 1037(19) 1243(20) 1272(18) 1382(19) 1535(19) 

(iv) Grants in aid from GO/ 469(09) 490(09) 793 (11) 608(08) 682(09) 

2. Miiscella111eous CaJ!1itall Receipts 06 02 02 

3. Total! revenue a1111all Noim debt caJ!lntal receipts 5424 6145 7:n.24 7200 7944 

(1+2) 
·4. JRecovecy olt' l.oalDIS and Advances 32 64 36 67 53 

5. l?1111biic Debt Receipts 1083 :rnso ].242 1830 2014 

Internal Debt (excluding Ways & Means 428 510 675 837 941 

Advances and Overdraft) 
Net _transactions under Ways and Means 124 

Advances and Overdraft 

Loans and advances from Government of 655 540 567 869 1073 

India® 
6. Total! receipts illll the Co1D1Sonidateall lFood 6539 7259 8402 9097 10011J. 

(3+4+5) 
7. Col!llfungency Fmld Receipts a (-) 9.80 (-) 22.78 35.28 (-) 24.68 41.].6 

8. P1111bllic AccoUD,IIll.¢ irecei111ts 7483 8425 10803 14563 20662 

9~ ToW iecenpts olt' State (6+7+8) 14013 15662 ].92410 23636 30673 

lPart B. 1Expendirurell!)isllmrseme1111t 
][(JI. !Revemne Expe1111ditlllll!"e 5826 (86) 6788(88) 8241(86) 9228 (911) 1l1566(92) 

Plan 920(16) 1233(18) 1787(22) 2111 (23) 2056(18) 

Non Plan 4906(84) 5555(82) 6454 (78) 7117(77) 9510 (82). 

General Services(incl. Interest payment) 2339(40) 2624(39) 3081 (37) 3536 (38) 4977(43) 

Social Services 2311(40) 2691(40) 3083 (37) 3349(36) 4206(36) 

Economic Services 1101(19) 1357(20) 1948 (24) 2293(25) 2304(20) 

Grants-in-aid and Contributions 75(01) 116(01) 129(02) 50(01) 79(01) 

lll. Capitan Expenallirure 563 (1()9) 623 (08) 739 (08) 652(06). 648 (05) 

Plan 561(99) 625(100) 750(101) 661(101) 644(99) 

Non Plan 02(01) (-) 02(--) (-) 11(-1) (-) 09(-1) 04(01) 

.General Services 23(04) 32(05) 54(07) 55(09) 47(07) 

Social Services 69(12) 84(14) 79(11) 80(12) 66(10) 

Economic Services 471(84) 507(81) 606(82) 517(79)_ 535(83) 

ll.2. ll>isbmseme1111t of lLoaJms and A«llvwmces 368(05) 341(04) 588(06) 397(04) 311.7(03) 

13. Total! (:E.®+U+l2) 6757 7752 9568 ll.®277 ll.2531 

~ 

@ Includes Ways and Means Advances from GOI 
"' Minus figures due to lapsing of Ordinances which were issued in the previou~ financial year 

to augment the corpus · · · 
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Chapter I - Overview of the Finances of the State Govemment 

I ~ ' 
·,~ 1995-96 1996-97 1997-98 1998-99 1999-2000 -

~ --

14.Repaymeni of Public Debt 164 (2) 191 (2) 249 (3) 334 (3) 448 (3) 

Internal Debt (excluding Ways and 2 1 25 60 122 123 
Means Advances and Overdrafts) 
Net transactions under Ways and Means .. .. .. .. 78 
Advances and Overdrafts 
Loans and Advances from Government 143 166 189 212 247 
of India@ 

IS. Appropriation to Contingency Fund 4 (·) 10 (·) 25 25 (·) 25 .. 
16. Total disbursement out of 6911 7918 9842 10586 12979 

Consolidated Fund (13+14+15) 
17.Contingency Fund disbursements 2.22 10.28 0.32 0.16 .. 
18. Public Account disbursements 7032 7712 9683 13293 17792 
19. Total disbursement by the State 13945 15640 19525 23879 30771 
(16+17+18) 
Part C. Deficits 
20. Revenue Deficit (1-10) 403# 643 1123 2030 3624 

21. Fiscal Deficit (3+4-13) 1303# 1542# 2408 3010 4534 
22., Primary Deficit (21-23) 378# 439 1122 1564 2582 
Part D. Other data 
23. Interest Payments (included in revenue 924 1103 1286 1446 1952 

expenditure) 
24. Arrears of Revenue* (Percentage of Tax 122 (3) 253 (6) 477 (9) 463 (9) 578 (JO) 
& non -Tax Revenue Receipts) 
25. F inancial Assistance to local bodies, etc. 1537 1994 30 13 3158 \ 3404 !'-
26. Ways & Means Advances/Overdrafts Nil 7 41 207 289 
avai led (days) 
27. Interest on WMAfOverdraft Nil 0.13 0.3 1 2.34 5.74 
28. Gross State Domestic Product (GSDP) 38762* 44460° 49484* 56436* 64792* 
29. Outstanding Debt (year end) 6725 7583 8576 10073 l 1638" 
30. Outstanding guarantees (year end) 2082 1949 409 1$ 5113 7952 
3 1. Maximum amount guaranteed (year end) 5167 5868 6657 9078 11432 
32. Number of incomplete projects 43 34 55 
33. Capital blocked in incomplete projects 1332 1252 1603 

Note: Figures in brackets represents percentages (rounded) to total of each sub-heading. 

0 Includes Ways and Means Advances from GOJ. 
4 Minus figure due to lapsi ng of Ordinances which were issued in the previous financial year 

to augment the corpus. 
'These fi gures and those worked out according to the formulae indicated differ due to 

rounding off. 
* Source: Paragraph l .4 of Audit Report (Revenue Receipts) of respective years. 
• GSDP calculated taking l 993-9!t as the base year. Figures for 1995-96 to 1998-99 differ 

from those in the previous Report, based on the revised figures intimated (November 2000) 
by the Director of Economic and Statistics. The fi gures for 1998-99 are provisional and for 
1999-2000 quick es ti mates. 

s The figure wi ll differ from Finance Accounts figure, as Rs 799 crore related to 1997-98 
could not be included in accou11ts for want of details. 
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I 1.3 Financial operations of the State Government 

1.3.1. Exhibit II give the details of the receipts and disbursements made by 
the State Government. The Revenue expenditure (Rs 11565.96 crore) during 
the year outstripped the revenue receipts (Rs 7941.75 crore) resulting in a 
revenue deficit of Rs 3624.21 crore. The Revenue receipts compri ed tax 
revenue (Rs 5193.50 crore), non-tax revenue (R 530.72 crore), State' hare 
of Union taxes and dulie (Rs 1535.22 crore) and grants-in-aid from the 
Central Government (Rs 682.3 l crore). The major constituents of tax revenue 
were Sales Tax (74 per cent), State Excise (11 per cent) and Taxes on 
Vehicles (7 per cent). The main source of non-tax revenue continued to be 
'State Lotteries' (19 percent) and 'Forestry' (21 percent). 

1.3.2 The capital receipt comprised mainly receipts from public debt 
(Rs 5931.21 crore). Most of the expenditure on capital account was on 
repayment of public debt (Rs 4365.31 crore). Expenditure on capital outlay 
and disbursement of loans and advances were Rs 648.18 crore and Rs 316.63 
crore respectively. The gross receipts and disbursements in the Public 

' Account were R 20662.30 crore and Rs 17791.92 crore respectively. The net 
effect of the transactions in the Con olidated Fund, Contingency Fund and 
Public Account was a further erosion of the ca h balance from rninus Rs 2.03 

1 
crore to minus Rs 100.15 crore at the end of the year. 

1.3.3 The financial operations of the State Government pertaining to its 
receipts and expenditure are discus ed in the following paragraphs, with 
reference to the information contained in Exhibit II and the time series data for 
the five years period from 1995-96 to 1999-2000, presented in Exhibit IV. 

I t.4 Sources and application of funds 

1.4.1 Exhibit III gives the po ition of sources and applications of funds 
during the current and the preceding year. The main source of fund include 
the revenue receipts of the Government, capital receipts like recoverie of the 
loans and advances, public debt and the receipts in the Public Account. These 
were applied mainly on revenue and capital expenditure and the lending for 
developmental purpo es. Revenue receipt constituted the most important 
source of fund for the State Government. However, it share decreased from 
70.04 per cent of total receipt of Government in 1998-99 to 63.38 per cent 
during 1999-2000. The net receipts from the Public Account went up from 
12.36 per cent in 1998-99 to 22.91 per cent in 1999-2000 mainly due to 
increa e in Small Savings, Provident Funds, etc. and in deposits and advance . 
The share of public debt in total receipts decrea ed from 14.56 per cent to 
12.50 per cent. 

1.4.2 The application of funds wa mainly on revenue expenditure which 
increased to 92.30 per cent from 89.79 per cent in 1998-99 and outpaced the 
share of revenues earned (63.38 per cent) by the State Government. This 
mismatch led to the revenue deficit. Capital expenditure declined during the 
year from the level of the previous year and its share slipped 
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Chapter I - Overview of the Finances of the State Government 

from 6.34 per cent to 5.17 per cent of total expenditure. Lending for 
development purposes decreased from 3.87 per cent of total expenditure in 
1998-99 to 2.53 per cent. As a result assets grew by 7 per cent during the 
year compared to 9 per cent in the previous year. Evidently, asset formation 
was affected due to high growth in revenue expenditure during 1999-2000. 

f t.S Revenue Receipts 

1.5.1 The revenue receipts consist mainly of tax and non-tax revenues and 
receipts from Government of India (GOI). While the growth in revenue 
receipts '\tan average annual rate of 15 per cent during 1995-96 to 1997-98, it 
decelerated to only one per cent in 1998-99. During 1999-2000 it grew at 
10 per cent compared to the rate of growth in 1998-99 but it still lagged far 
behind the growth rates of 1995-98. The relative shares of the three main 
components of revenue receipts during 1999-2000 are shown in the figure - I. 

2217.53 
(28%) 

530.72 . 
(7%) 

Figure 1 
Revenue Receipts (Rupees in crore) 

5193.50 
(65%) 

• TAX REVENUE Ill NON-TAX REVENUE O RECEIPT FROM GOI 

1.5.2 Tax Revenue 

These constituted the major share (65 per cent) of the revenue receipts. During 
1999-2000, the rate of growth of tax revenue was 12 per cent compared to 
growth of 3 per cent in the previous year and that of 15 per cent each during 
1996-97 and 1997-98. The improvement in tax collection during 1999-2000 
was attributable mainly to increase in Sales Tax (14 per cent), State Excise 
(12 per cent) and Taxes on Vehicles (18 per cent). 

1.5.3 Non-tax Revenue 

The share of non-tax revenue in the total revenues was low at 7 per cent. 
Even the low share declined from 10 per cent in 1995-96 to 7 per cent during 
1999-2000. 
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1.5.4 State's share of Union taxes and duties and grants-in-aid from the 
Central Government 

The State" hare of Union taxes (excise duties and income tax) and the 
grants-in-aid from the Central Government increased by 11 per cent and 
12 per cent respectively during the year. Share of receipts from Government 
of India marginally increased to 28 per cent in 1999-2000 compared to 
27 per cent in 1998-99. 

I t.6 Revenue e~nditure 

1.6.1 Revenue expenditure accounted for most (92 per cent) of total 
expenditure@ of the State Government and increased steeply by 25 per cent 
during lQ99-2000. The increase was mainly on account of Interest Payments 
(Rs 506 crore) and on Pension and Other Retirement Benefits (Rs 654 crore) 
under 'General Services' and for General Education (Rs 617 crore) under 
'Social Services'. The steep increase under 'General Education ' was 
attributable to increased payment of teaching grants (Rs 376 crore) to 
non-Government primary/secondary schools. Of the revenue expenditure the 
share of Plan expenditure declined to 18 per cent in 1999-2000 from 
23 per cent in the previous year. The Non-Plan expenditure, however, 
increa ed sharply by 34 per ceni during this year. The growth in Non-plan 
expenditure increased significantly by 94 per cent during 1995-2000. Of the 
Non-Plan revenue expenditure, salaries con tituted 28 per cent (approximately 
Rs 2670.crore) and interest payment 21 per cent (Rs 1952 crore) during 
1999-2000. 

Figure 2 
Growth of Plan and Non-Plan Revenue Expenditure 

10000 u ees in crore 
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_.,_ Plan - on-Plan 

@ Total expenditure represents total of Revenue and Capital expenditure (including Joans and 
advances). 

• Based on the compilation of the salary expenditure from the Treasury Vouchers by 
Account8!1t General (A&E). 
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1.6.2 Sector-wise analysis shows that the share of 'Economic Services' 
declined to 20 per cen(from 25 per cent in 1998-99 whereas that of General 
Services increased to :43 per cent from 38 per cent in 1998-99 mainly due to 
less exl?enditure on other Rural Development Programmes and Rural 
Employment and mor.e expenditure towards Pension and Retirement payments 
and interest payments. Expenditure on Soeial Services stood at 36 per cent as 
in the previous y~ar. The proportion of expenditure on Social Services ranged 
from 36 per . cent to 40 per cent and that of Economic Services from 
19 per cent to 25 per cent during the five years ended March 2000 .. 

t 

1.6.3 Interest payments 
\ . 

• Interest payments increased steeply by 111 per cent from Rs 924 crore in 
1995-96 to Rs 1952 crore in 1999-2000. While the interest burden grew at an 
average annual rate of 15 per ceril in the four years. up to 1998-99, it shot up 
by 35per cent in 1999-2000 comparedto the rate of growth of 12 per cent in 
1998-99. · The interest outgo on Small Savings, Provident Funds, etc. and 

2 
3 

4 
5 
6 
7 
8 

9 

Internal Debt went up by 161 per cent and 132 per cent respectively during the 
eriod vide table below: · 

Small Savings; Provident Funds, etc: 
Internal Debt 

The huge increase in interest payinent affected the share of other expenditure. 
Implication of rising interest payment is discussed in the section on financial 
indicators vide sub para 1.11.3 (ii). · 

1.6.4 . Financial assistance to local bodies .and other institutions 

Based on the information provided by the State Government, the quantum of 
assistance provided to different local bodies etc., during the period of four 
years ending 1999-2000 was as follows: 

Educational institutions (Aided schools, 984.07 1058.58 1195.01 1603.88 
Private colleges, Universities, etc). 

Panchayat Raj Institutions 412.38 982.03 1135.51 1021.14 
Municipalities, Corpor~tions, etc 117.24 165.13 174.27 165.94 

Development Agendes 36.19 33.60 34.42 37.40 
Hospitals, Charitable institutions, etc 8_.07 7.07 5.30 20.32 
Other institutfons · 436.37 766.88 613.75 565.27 
Total assistance paid 1994.32 3013.29# 3158.26 .. 3413.97 
Per~entage of growth over previous 30 51 5 8 
year 
Assistance as a percentage of revenue 29 31 34 . 29 
ex enditure 

.... _ # Figur~~ _r~lating_!~.JJ~~i9dsdsin~e. 1_~27 ~_98jncJl1clecl 101:1n. as~is~an..ci::. also. 
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The increased quantum of assistance provided during the yecj.r was mainly 
accounted for by the . significant increase in assistance to Educational 
institutions while that for the Panchayat Raj institutions declined. 

1.6.5 Loans and Advances by the State Government· ,, 
The Government gives loans and advances to Government companies, 
corporations, local bodies, aqtonomous. bodies, cooperatives, non-Government 

. institutions, etc, for developmental and non-developmental activities. The 

. statistical information relating to loans given by the State Government for the 
last five years as given below indicated ·that problems of poor return and 
failure to obtain repayments were not addressed at all and such a slack 
administration of loans was one of the main reasons for fiscal stress of the 
Government. 

* 

@ 

Opening balance 
Amount advanced during · 
the year 

53@ Amount repaid during the 32 64 . 36 67 
year 
Closing balance .1973 2250· ·2301 3129 3391 
Net addition 336 277 552 330 264 
Interest received 47 17 18 . 47. 20 

Differs with the closing balance of the previous year due to pro Jonna c01Tectioris 
carried out during the respective years. 

Higher rounding 

.During 1995~2000 the net addition ranged between Rs 264 crore and Rs 552 
crore and loan repayment remained insignificant as in the previous years. 

In respect of loans and advances the detailed accounts of whic~ are. maintained 
by Accountant General (A&E), recovery of Rs 1306 crore (principal: Rs 474 
. crore and interest: Rs 832 crore) was in arrears as on 31 March. 2000 from the 
loanee institutions. The major defaulters were (i) Kerala State Electricity 
Boards (Rs 866 crore) (ii) Kerala State Road Transport Corporation (Rs 83 
crore) and (iii) Kerala Water Authority (Rs 325 crore). The over.due arrears in 
repayment of loan and ·interest relatirig to local bodies and development 
authorities amounted 'to Rs 21 crore (Principal: Rs 10 crore, interest: Rs 11 
crore). As the terms and conditions. of repayment of loans amounting to 
Rs 887.30 crore given to Kerala State Electrieity Board, Kerala State Road . · 
Transport Corporation and Kerala Water Authority were not prescribed by 
Government, the arrears could not be ascertF!ined. Earliest of such loans for 
which terms and conditions were not prescribed.as of March 2000 pertained to 
1990-91. . 

$ G~vernment ordered (September 1998) conve~sion bf loan (Rs 1025 crore) outstanding as on 
31 March 1998 and interest (Rs 528 crore) outstanding as on 3J March 1997 as equity, . the 
accounts adjustment of which has not been carried out for want of information. 
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Information furnished by the departments of Agriculture, Ports, Housing, Food 
and Industries revealed that outstanding loans pending recovery wa 
Rs 480.19 crore (principal: Rs 184.13 crore, interest: Rs 296.06 crore) as on 
31 March 2000. This amount however represents only part of the arrears. 
Out of 40 departmental officers, who are to maintain the detailed accounts for 
loans, 25 departmental officers did not furnish the details of overdue arrears 
(October 2000). 

I 1.7 Capital expenditure 

1.7.1 Capital expenditure leads to asset creation. In addition, financial 
assets arise from moneys invested in institutions or undertakings outside 
Government i.e. public sector undertakings (PSUs), corporations, etc and 
Joans and advances . 

1.7.2 However, the share of capital expenditure was less than 10 per cent of 
Government expenditure and declined sharply from 9 per cent in 1995-96 to 5 
per cent in 1999-2000. During 1995-96 to 1997-98, there was an average 
annual growth rate of 18 per cent in capital expenditure. But the growth rate 
decelerated in 1998-99 by 12 per cent and by 0.5 per cent in 1999-2000 
compared to the expenditure of respective previous years. The Jow capital 
expenditure has adverse implications for the State's finances in the long run. 
This has been further discussed in Para 1.11. 

I 1.8 Quality of Expenditure 

1.8.1 Government spends money for different act1v1ues ranging from 
maintenance of law and order and regulatory functions to various 
developmental activities. Government expenditure is broadly classified into 
Plan and Non-plan and Revenue and Capital. While the Plan and Capital 
expenditure are usually associated with asset creation, the Non-plan and 
Revenue expenditure are identified with expenditure on establishment, 
maintenance and services. By definition, therefore, in general, the Plan and 
Capital expenditure can be viewed as contribution to the quality of 
expenditure. 

1.8.2 Wasteful public expenditure, diversions of funds and funds blocked in 
incomplete projects impinge negatively on the quality of expenditure. 
Similarly, funds transferred to Deposit heads in the Public Account, after 
booking them as expenditure, can also to be considered as a negative factor in 
judging the quality of expenditure. As the expenditure was not actually 
incurred in the concerned year it should be excluded from the figures of 
expenditure for that year. Another possible indicator is the increase in the 
expenditure on General services, to the detriment of Economic and Social 
Services. The following table depicts the trend in these indicators: 

• 
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1. Of the total Revenue expenditure 
Plan expenditure (per cent) 16 18 22 23 18 
Non~Plan expenditure (per cent) 84 82 78 77 82 

2.0f the total Capital expenditure 
100· Plan expenditure (per cent) 99 101* 101* 99 

Non-Plan expenditure (per cent) 1 (-)1 (-) 1 I 
3. Capital expenditure as a percentage 

of total expenditures - 9 8 8 6 5 
4. Expenditure ·on General services 

(per cent) 
Revenue 40 39 37 38 43. 
Capital 4 5 7 8 7 

5. Wasteful expenditure and diversion 
of funds detected during test audit 
(Rs in crore) 36 39 217 553 275 

6. Unremunerative expenditure on 
incomplete projects (Rs in crore) - N.A. 1332 1252 1603 

7. Unspent balances under deposit 
heads (including treasury public 

232# account), booked as expenditure at 487 449 268 
the time of their transfer to the 
de osit head (Rs in crore) 

It would be evident from the above table that there were continuous low outlay 
for asset creation. Besides, huge wastages · and diversion of funds and 
.unr~munerative expenditure on incomplete projects during 1997-2000 as well 
as transfer of unspent balances under Deposit heads contributed to decline in 
the quality of expenditure during 1996-2000. 

1.8.3 The decline in the quality of expenditure .has also to be seen in the 
context of failure to provide for known liabilities in the Budget. The arrears in 

· payment of contractors' bills. is a case in point. The liability on contractors' 
pending bills, accumulated from 1995-96 onwards, amounted to Rs 645 crore® 
as of March 2000. Similarly, the liability towards subsidy payable to Kera~a 
State Electricity Board (Rs 841.588 crore) for ensuring Rate of Return of 
3 per cent during the four years 1995-99, has also been left out. 

The issue of financial management in the Government should relate to 
efficiency, economy and effectiveness of its revenue and expenditure 
operations. Subsequent chapters of this report deal extensively with thes.e 
issues especially as they relate to the expenditure management in the 

$ Total exp~nditure represents total of Revenue and Capital expenditure (including loans and 
advances). 

• Percentage of more than 100 was due to adjustment of minus expenditure in non-plan 
# Rs 213 crore being balance under PD Account and Rs 19 crore shown in Appendix I _ 

of Appropriation Accounts 1999-2000. 
@ Roads and Bridges: Rs 528 crore, Buildings and Local Works: Rs 64.27 crore and 

Irrigation: Rs 52.45 crore. 
0 For ·1995-96: Rs 40.51 crore; 1996-97: Rs 259.76 crore; 1997-98: Rs 289.68 crore and 

1998-99 (Provisional); Rs 251.63 crore. 
14 
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Government, based on the "findings of the . test audit. Some other 
parameters, which can be segregated from the accounts and other related 
financial information of the Government, are discussed in this section·~ 

1.9.1 . Investment and return . ' . 

Investments are made out of the capital outlay by the Government to promote 
developmental, manufacturing, marketing and social activities. The sector
wise details. of investinents made and the number of concerns involved 'were as 
under: 

(1) Statutory Corporations ~ 287.16 21.50 
(2) Government Companies 96 1097.61 66.69 8.38 (0.8) 
(3) .Joint Stock Companies 32 7.09 0.62 (8.7) 
(4) Co-operative Institutions @ 382.94 46.98 Q.95 (0.3) 

Total 1774.80 135.17 93J5 (0.56) 

The returns realised during the last five years by way of dividend and interest 
were shown below: .. 

"•) 

1995~96 1111.28 5.78 0.52 14.00 
1996-97 1266.21 3.90 0.31 13.85 and 13.75 
1997-98 1464.23 5.89 0.40 13.05 and 12.30 
1998-99 1639.63~ . 7.08 0.43 12.15 and 12.50 
1999-2000 1774.80* 9.95 0.56 11.85 and 12.25 

The above table shows that while the Government was borrowing ,.~t a high 
cost from the market, its investments in PSUs etc., yielded negligible returns. 
As per the accounts rendered for various period from 1988-89 to 1999-2000, 
2 Statutory Corporations and 57 Government companies (out of 4: Statutory 
Corporations and 96 .Government Companies) in which Government invested 
Rs 635.82 · crore as of ·March 2000, were working under loss and the 
accumulated loss was Rs 1458.45 crore vide Appendix II. 

® Information not available 
• Excludes Rs 0.63 crore, being eJe.penditure (Rs 0.13 crore in 1998-95) and. Rs 0.50 crore in 

1999-2000) incurred on infrastructure developments for Kannur Airport 
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1.9.2 Financial results of irrigation works 

The financial results of eight irrigation projects with a cumulative outlay of 
Rs 119.90 crore at the end of March 2000 showed that revenue realised from 
these projects during 1999-2000 (Rs 1.37 crore) was only 1.14 per cent of total 
outlay. After reckoning the working and maintenance expenditure 
(Rs 4.20 crore) and interest charges (Rs 15.11 crore), the schemes suffered a , 
net loss of Rs 17.94 crore (14.96 per cent on cumulative expenditure). 

1.9.3 Incomplete Projects 

· As of 31 March 2000 there were 55 incomplete projects/works involving 
Rs 1603 crore including 7 major irrigation projects. The delay in completion 
of these projects ranged from 1 to 25 years. Out of these, three projects 

. (Kallada, Pazhassi and Kanhirapuzha Irrigation Projects) are fanguishing since 
1961. This showed that the Government. was· spreading its resources thinly· 
and failed to chalk out a time bound programme to complete the long pending 
projects. 

1.9.4 , Arrears of revenue 

The arrears of revenue pending collection as on 31 March 2000 based on 
information furnished by the Departments of Factories and Boilers, Power, 
Local Fund Audit and Stationery was Rs 577.97crore. ·The major revenue 
earning departments like Sales Tax and Excise Departments did not furnish 
the information of uncollected revenues for the current year. Though these 
departments had not furnished the an-ears of revenue even for the last year's 
Audit Report, an audit review revealed that arrears of Sales Tax and 
Agricultural Income Tax pending collection as on 31 March 1999 amounted to 
Rs 1107 crore and Rs 71 crore respectively. 

1.9.5 ·ways and means advances and overdraft 

Under an agreement with the Reserve Bank of India, the State Government 
had to maintain with the Bank a minimum daily cash balance of Rs 166 lakh 
on all days. If the balance fell below the agreed minimum on any day, the 
deficiency had to be made good by taking ways and means advances 
(WMA)/overdraft (OD) from the Bank. In addition, special ways and means 
advances are also made by the Bank whenever necessary. Recourse to 
. WMA/OD means a mismatch between the receipts and: expenditure of the 
Government, and reflects adversely on the financial management in 
Government. · 

During 1999-2000 Government availed ways and means advances for 204 
days and overdraft on 85 days as against 174 days and 33 days respectively in 
1998-99. Overdraft availed on 8 November 1999 alone was Rs 190.36 crore. 
At the end of fiscal 1999-2000, ways and means advances amounting to 
Rs 45.79 crore were outstanding. The increased ways and means advances 
and overdraft, ~lso imposed on. the State a correspondingly larger interest 
burdeI). of Rs 5. 7 4 crore during the year. 
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1.9.6 Deficit 
. I 

I 
. . ' . . 

1.9.6.1 Deficits itr Government ac.co~nt is the gap between ih~Teceipts arid 
paymerits ... The nature

1 

of deficit is an· important ·indicator of the prudence of . 
· frnanciql management in the Gove.rnment. Further; the ways of financing the 
~eficit and. the applic~tion of the funds ra:ised in this' manner; are:~tinportant 
pointers of the fiscal . prudence of the Government. The ·discussion in this 
section rel~tes ·to thre~ ·concepts :of deficit viz:;; Revenue Defidt, Fiscal· betidt 
and Primary Deficit. . 

: .. · ~ ·. i - . .. . - . ' . . . . : . . . .. . . ' ... _ --
1. 9. 6.2 The Revenue' Deficit (RD) is the excess· of revenue' e.xpenditure' oVer 
revenue' receipts. The Fiscal Deficit (FD) is the excess of tevenue and 'capital 
expenditure' (including net loans given) over' the reveime"rei::eipts (iriCluding 
grants~in"aid i-eceived). Primary Deficit (PD):'is '.J~iS¢aJ.: Deficit foss' i11tetest 
pa)rmerits~ ~evenue Deficit increased steeply' by· 79· jler• ~enldu_ring 1999~2.000 
from th'at of preyiou~. year. Exhibit V gives· a hreak'-uf)"" of the · deriCir in 
Government account and how these were financed: · - · ·. -

EXHIBITV 
OVER.;ALL FINANCIAL TRANSACTIONS OF GOvERNMENT : . . . I . . .. . 

2.05'. 
-_ 52.41 

i 

. 3624.21 

· 7996.21 Gross fiscal .. ; .. 

· Deficit: 4534.56 
201.3.50. 

10009:71 A: Deficitin 
Consolidated 
Fund: . 2968.66 

·ca ital. · 
Loans & advances 

· disbursement 
Sub Total 

648:18 
316.63 

. ; ·12530.77 

•i .:·, 447.60 
12978.37 

Small savings, Provident 
Funds, etc 

Small' savings, Provident· 
Funds, etc · 

De osits & advances . 
Reserve funds 
Sus ense & miscellaneous 
Remittances· 
Total Public Account 

4065.44 
69;65 

4318.71 
3439.51 

20662.30 

•! 

C: Defieit in 
Consolidated Fund · 
finan~ed lby Public '· . 
. Account: 2870.38 
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De osits & advances 4236.49 
Reserve funds .. 65.57 
Sus ense & miscellaneous· . 4220•.31 

Remittances - 3410.44 
Total Public Account ···:. 1779L92 
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The exhibit shows that the Revenue Deficit of Rs 3624 crore wa met by 
borrowings and net receipt of Public Account. The Fiscal Deficit of Rs 4534 
crore was financed mainly by the surplus from Public Account (Rs 2870 crore) 
and pa.itly by net proceeds of the public debt (Rs 1566 crore). Exhibit JV 
shows that both the deficit increased more teeply during 1997-98 to 1999-
2000 compared to previous years. 

1.9.6.3 Application of the borrowed funds (Fiscal Deficit) 

The fiscal deficit represents total net borrowings of the Government. These 
borrowings are applied for meeting the Revenue Deficit (RD), for making the 
Capital Expenditure (CE) and for giving loans to various bodies for 
developmental and other purposes. The relative propo1tions of these 
applications would indicate the financial prudence of the State Government 
and also the sustainability of its operations because continued borrowing for 
revenue expenditure would not be sustainable in the long run . The following 
table shows the position in respect of the Government of Kerala for the last 
five years. 

Ratio 1995-96 1996-97 1997-98 1998-99 1999-
~-

2000 
RD/FD 0.3 1 0.42 0.47 0.67 0.80 
CFJFD 0.43 0.40 0.30 0.22 0.14 
Net loans/FD 0.26 0.18 0.23 0. 11 0.06 
Total 1.00 1.00 1.00 1.00 1.00 

The table would show that borrowed funds are being used increasingly to meet 
the revenue expenditure reaching an all time high of 80 per cent in 1999-
2000. Consequently, there was li ttle left to invest in capital expenditure. The 
application of most of the borrowings to revenue expenditure and lack of 
emphasis on capital formation indicates a situation of fiscal stress marked by 
deficit induced borrowings, heavy interest outgo, low capital investment and 
higher indebtedness. 

1.9. 7 Guarantees given by the State Government 

Guarantee are given by the State Government for due discharge of certain 
liabilities like repayment of Joans, share capital, etc., raised by the statutory 
corporations, Government companies and cooperative in titutions. etc., and 
payment of interest and dividend by them. They constitute contingent liability 
of the State. No Jaw under Article 293 of the Constitution had been passed by 
the State Legislature laying down the max imum limits within which 
Government may give guarantees on the security of the Consolidated Fund of 
~S~. . 

Exhibit-IV shows the amounts of guarantees outstanding at the end of each 
year during 1995-2000. There was a significan t increase in the amount of 
outstanding guarantees from Rs 51 13 crore at the end of 1998-99 to Rs 7952 
crore for 1999-2000 mainly due to guarantee given to Statutory Corporations 
and Boards by Rs 1482 crore (Kerala State Electricity Board - R 919 crore, 
Kerala State Road Tran port Corporation Rs 100 crore, 
KeraJa State Housing Board - Rs 160 crore) and Government Companies 
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r. . . 
(Rs 1158 crore). ·,While Rs 24.68 1 crore were. received as guarantee 
conirnission during the. year, Rs 56.55 crore of guarantee commission were· 

. outstanding recoveryin 51 cas~s as on 31 M~ch 2000. 

1.10.1 The Constitution of India provides that a State may borrow within the 
territory of India, upon the securit}rof.Consolidated Fund.of the State within 
sµch lh11its,'if any, as imay frmn time to time, be fixed by an Act of Legislature 
of the State: No law tiad been passed by the :state Legislature laying down any· 
such limit. The·defails ofthe•totaUiabilities·of·the State Government as at the 
end ofthe last five y~ars are given in the following table. 

. , . . , . . . (Ru ees in c:rore) 

· Driririg :the ·five year period; ·the total liabilities.of the Government had grown 
by 103 per cent.:This;was on account of 108 per cent growthiniriternal debt,· 
53 per cent growth iri loans and advances from Government of India and 154 
per cent growth in other.liabilities. · · · • · · · · ··· · ·. : 

The amount of funds raised through Public Debt, the amount of repayment arid .. 
net furids available ar~ given in the following fable: ' 

Internal debt 1 
Receipt dui:ing tile year ... , 
Debt servicing (principal·+ interest) · 
Netfunqs available (per ce1it) , I · 

Loans & advances from GOI · 
Receipt'during the year · 1 
Debt servicing (principal +interest) 
Net funds available (per cent) 

Other liabilities2 i 
Receipt during the year . 

· . Debt servicing (prineipal + in,terest) 
Net funds available (per cent) 

. Aggregate of net funds available 
er ce1it) · · · f 

428 
274 .. 

'154(36) 

. 655 
561 

94(14) 

4122 
3842 

280(7) 
528(10) 

623 
456. 

167(27) 

540 
661 

(-)121(-22) 

·4725 
'4186 '. 

545(12) 
591(10) 

948 
722 

226(24) 

567 
740 

(~)173(-23) 

6437 
5669 

768(12) 
821(10) 

3102 
2728 

374(12) 

870 
819 

51(6) 

9444 
8424 

1020(11) 
1445(11) 

48583 

4707 
151 (3) 

1073' 
951 

122 \11) 

,12901 
- ·. 10817 

2084 (16) 
2357(i3) 

During 1999-2000, Government borrowed Rs 590.94 crore.i!l the open market 
. at interest rates .of 1L85 and 12.25 per cent per annum, Only 10 per cent. of 
borrowings was avail~ble for investment·and other expenditure after meeting.· 

i · Incl~deq Rs i 1.05. ;rore adjusted against the. loan releas~cl to Keq1la State Electricity B~ard ·· 
inMarch2000 . · . . . ·. . . . 

2 Other lfabilities include Small Savings, Provident Funds, Reserve Funds and Deposits, etc.• 
3 The huge increase was mkinly due to availing of ways and means advances more frequently 

during 1999~2000 than ib the previous years . · 
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the debt servl.cing obligations during 1995-96 to· 1997-98 with marginal 
improvement in the next two years 1998-99 · (11 per cent) and 1999-2000 
(13 per cent). As outstanding debt and liability for debt servicing are 
increasing every year less and less funds out of fresh borrowings are available 
for other expenditure. 

1.11.1 A Government may either wish to maintain its existing level of activity 
or .increase its level of activity. For maintaining its current level of activity it 
would be necessary to know how far the means of financing are sustainable. 
Similarly, if Government wishes to increase its level of activity, it would be 
pertinent to examine the flexibility of the means of financing. Finally, 
Government's increased vulnerability ill the process. All the · State 
Governments continue to increase · ih.e· level of their activity prjncipcilly 
through Five Year Plans which translate to Annual development plans arid aie 
provided for in the State Budget. Broadly, it can be stated that non-plan 
expenditure represents Government maintaining the existing level of activity, 
while plan expenditure entails expansion of activity. Both these activities 

·require resource mobilisation, increasing Government's vulnerability. In short, 
financial health of a Government can be describedin terms of sustainability, 
flexibility and vulnerability. These terms are defined as follows: 

(i) Sustainability 

Sustainability is the degree to which a Government can maintain ex1stmg 
programmes and meet existing creditor requirements without. increasing the 
debt burden . 

. (ii) Flexibility 

Flexibility is the degree to which a Gpvernment can increase its finaneial 
resources to respond to rising commitments by either expanding its revenues 

.·.or increasing its debt burden. · 

(iii) · Vulnerability 

V,ulnerability is the degree to which a Government 'becomes· dependent on and 
therefore vrilnerable to sources of funding outside its control or influence, both 
domestic and international. 

(iV) Transparency 

There is also the issue of financialinformation provided by the Government. 
This consists of Annual Financial Statement (Budget) and the Accounts. As 
regards the budget the important parameters are timely presentation indicating 
the efficiency of budgetary process and the accuracy of the estimates .. As 
regards acc9un.ts, timeliness in submission for which milestones exist and 
completeness of accounts would be the principal criteria. 
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1.11.2 Information available in Finance Accounts can be used to flesh out 
Sustainability, Flexibility. and Vulnerability that can be expressed in tefm.s of 
certain indices/ratios worked out froin the Finance Accounts. The list of such 
indices/ratios is given in Appendix I and how the ratios for the current year 
were worked out shown in Appendix III. Exhibit VI indicates the behaviour 
of these indices/ratios .over the period from 1995-96 to 1999-2000. The 
implications of these indices/ratios for the state of the financial health of the 
State Government are discussed in the following paragraphs, 

EXHIBIT VI 
FINANCIAL INDICATORS FOR GOVERNMENT OF KERALA 

Sustainabilit 
BCR (Rs in crore) 128 142 248 (-)437 (-)2069 
Primary Deficit (PD) (Rs in crore) 378 439 1122 1564 2582 
Interest Ratio 0.15 0.17 0.17 0.19 0.24 
Capital outlay/Capital receipts 0.50 0.51 0.64 0.24 0.14 

Total Tax recei ts/GSDP* 0.11 0.12 0.12 0.11 0.10 
State Tax Recei ts/GSDP* 0.09 0.09 0.09 0.08 0.08 
Return on Investment ratio· · 0.005 0.003 0.004 0.004 0.006 
Flexibili 
BCR (Rs in crore) 128 142 248 (-)437 (-)2069 
Ca ital re a ments/Ca ital borrowin"s 0.15 0.18 0.20 0.20 0.18 

State tax receipts/GS DP"" 0.09 0.09 0.09 0.08 0.08 

Debt/GSDP* 0.28 0.28 0.29 0.31 0.33 
Vulnerability 

Revenue Deficit (RD) (Rs in crore) 403 643 1123 2030 3624 
Fiscal Deficit (FD) (Rs .in crore) 1303 1542 2408 3010 4534 
Prima Deficit (PD) (Rs in crore) 378 439 1122 1564 2582 
PD/FD 0.29 0.28 . 0.47 o.s2· 0.57 
RD/FD ·0.31. 0.42 0.47 0.67 0.80 
Outstanding Guarantees/revenue recei ts . 0.38 ·0.32 0.46 0.71 1.00 
Assets/Liabilities 0.71 0.71 0.67 0.61 0.52 

Note: 1. Fiscal deficit has been calculated as : Revenue expenditure + Capital exp.enditure + Net loans 
and advances - Revenue receipt - Miscellaneous capital receipts 

2. In the ratio CapitilJ. oti'tlay Vs Capital receipts, the denominator has been taken as Internal loans 
. (excluding ways and means advance)+ Loans and Advances from.Government of India+ Net 

receipts from small savings, PF etc., + Repayments of· loans advanced by the Staie 
. ·Government'- Lo.ans advanced by State Government. 

1.11.3 The behaviour of the indic~s/ratios is discussed helow: 

(i) Bqlance fron~ current revenues (BCR) 

BCR is defined as revenue receipts minus plan assistance grants minus Non
Plan revenue expenditure. A positive BCR shows that the State Government 
has surplus from its .~even'ues for meeting Plan expenditure. 

·•Based on the 1993-94 s~ries. 
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The table shows that the State Government had positive BCR during 1995-96 
to 1997-98 but in 1998-99it became negative and in 1999-2000 the negative 
BCR steeply increased by nearly five times. Thus not only the Government 
had no funds for Plan expenditure, even the current expenditure was being 
largely met by b01rowings. The position would be worse if the Government 
had cleared its established old liabilities of substantial nature like the arrears in 
payments to the.contractors (vide details in Para 1.8.3). 

(ii) Interest ratio 

Interest ratio is defined as· ·Interest paymentalnterest receipts 
Total Revenue Receiptsalnterest Receipts 

The higher the ratio the lesser the ability of the Government to service any 
fresh debt and meet its revenue expenditure from its revenue receipts. 

In the case of Kerala; the ratio steadily increased from 0.17 during 1996-97 to 
0.24 during 1999-2000 mainly due to increase in interest payments on market 
loans, loans from Government of India and Provident Funds. This indicated 
lesser availability of funds for programme spending with adverse implication 
on sustainability. 

(iii) · Capital outlay Vs Capitalreceipts 

This ratio would indicate to what extent the capital receipts are applied for 
capital formation. A ratio of less than one would not be sustainable in the long 
term in as much as it indicates that a part of the capital receipt is being 
diverted to unproductive revenue expenditure. On the contrary, a ratio of more 
than one would indicate that capital investments are being made from revenue 
surplus as well. The trend analysis of this ratio would throw light on the fiscal 
performance of the State Government. A rising trend would mean an 
improvement in the performance. 

In the case of Kerala, the ratio has been less than 1 indicating that part of 
capital receipts was applied to meet the revenue commitments. The ratio . 
improved from 0.50 during 1995-96 to 0.64 in 1997-98, but it declined sharply 
thereafter to a low of 0.14 during 1999-2000 indicating the tremendous 
pressure of revenue expenditure on the capital receipts for non-capital 
purposes. An added factor was that Capital outlay was also not significantly 
productive as seen from the negligible return from investments, net loss in 
irrigation works and the locking up of huge amounts in incomplete projects. 

(iv) Tax receipts Vs Gross State Domestic Product (GSDP) 

Tax receipts consist of State taxes and State's share of Central taxes. The 
latter can also be viewed as Central taxes paid by people living in the State. 
Tax receipts suggest sustainability. But the ratio of tax receipts to GSDP 
would have implications for the flexibility as well. While a low ratio would 
imply that the Government can tax· more, and hence its flexibility, a high ratio 
may not only point to the limits of this source of finance but also its 
inflexibility. 
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Time series analysis :shows that in the case of Kerala, this ratio marginally · 
increased from 0.11 during 1995-'96 to 0.12 in 1996-97 and remained constant 
in 1997..:93, But it slipped thereafter to O.lO in 1999-2000. Similarly the ratio 
.of State tax receipts t9 GSDP which was static at 0:09 for three years 1995-98 
slipped to 0.08 in 1999-2000. The declining ratios indicated a decline in 
respectof tax compliance and increased reliance of Government on borrowing 
to meet the galloping deficit. 

(v) · Return on bi vestment (ROI) 

The ROI is the ratio 
1 
of the earnings to the capital employed. A high ROI 

suggests sus'tainabillty. , The table reveals that · the return on 
Government's investments in Statutory Corporations; Government companies, 
joint stock companies'. and co-operative institutions has been negligible and has 
moved in the disproportionately narrow range of 0.3 per cent to 0.6 per cent, 
not at all comparable to the high cost of borrowing. Such meagre -returns did 
not augur well for sustainability~ 

(vi) Capital repayments Vs Capital borrowings 

This ratio would indicate the extent to which the capital borrowings are 
available for investment, after repayment of capital. The lower the ratio, ¢e 
higher would be the availability of ·capital for investment. ·In the case of 
Kerala, ·this ratio has steadily increased from 15 per cent in 1995-96 to 
20 per cent in 1997.:.QS and declined marginally to 18 per cent during 

. 1999-2000. This was:mainly due to increasing burden ofrepayment leaving 
little fluids for investment. · 

(vii) Debt Vs Gross State Domestic Product(GSDP) 

The GSDP is the total internal resource base of the State Government, which 
can be used to service debt. An increasing ratio of Debt/GSDP would signify · 
a reduction in the Government's ability to meet its debt obligations and 
therefore increasing risk for the lender. In the case of Kerala, this ratio was 
steady at 0.28 during 1995-97 and shot up to 0.33 in 1999-2000. The sharp 
rise indicated that debt burdep was expanding at a faster rate than the growth -
in GSDP and signified higher levels of indebtedness imposing further strains 
on the resource base of the State. 

(viii) Revenue deficit Vs Fiscal deficit 

The revenue deficit is the excess of revenue expenditure over revenue receipts 
and represerits the revenue expenditure financed by borrowings etc. Evidently, 
the higher the revenue deficit, the more vulnerable is the State. Since fiscal 
deficit represents the aggregate of all the borrowings, the revenue deficit as a 
percentage of fiscal deficit would indicate the extent to which the borrowings 
of the Government are being used to finance non-productive revenue 
expenditure~. Thus the higher the ratio the worse off the State because that 
would indicate that the debt burden is increasing without adding to the 
repayment capacity of the State. 

23 

0 



Ai1dit Report (Civil) for the year ended 31 March 2000 
lftf··~f, hk;.,-µ$•·3'd&1,fAfa;;:s<Atf4g!t.iojf5U tl951"-Ufl8\f~«ffiriSAf-·•?i!i$1::: %5* ;cut ffi 0 SOl?i\f•f\U 6 spffiast.1 a. iR•·i 3'i&WP·M 

In the case of Government of Kerala, 80 per cent of the borrowings were 
applied to revenue expenditure during 1999-2000 as compared to 31 per cent 
in .1995-96. This .indicated a significant decline in the financial health of the 
Government in 5 years and a worsening financial position. 

·(ix) Primary deficit Vs Fiscal deficit 

Primary deficit is the fiscal deficit minus interest payments. Primary Deficit is 
sustainable only when the economy grows at a rate higher than the interest rate 

, on the bonowings. If that is not the case, then the sustainability would 
demand a reduction in primary deficit. In the case of Government of Kerala, 
this ratio was around 0.29 in 1995-97 and increased since 1997-98 to 0.57 in 
1999-2000. While the net funds available during 1999-2000 increased by 63 
per cent over the previous year, interest payment also grew by 35 per cent 
over the period. This increase was attributable to heightened bonowings and 
consequent availability of funds relative to the interest payment liability. · 

(x) Guarantees Vs Revenue receipts 

Outstanding guarantees, including the tetters of comfort issued by the 
Government, indicate the risk exposure of a State Government and should· 
therefore be compared with the ability of the Government to pay viz., its 
revenue receipts. Thus, the ratio of the total outstanding guarantees to total 
revenue receipts of the· Government would indicate the degree of vulnerability 
of the State Government. This trend in the ratio should be considered in the 
context of the fact that Government was not furnishing the full information of 
guarantees either in the Budget Document or to the Accountant General. 
Hence possibility ·of under-projection of the risk exposure of Government 
cannot be ruled out. Based on the available information, this ratio increased 
from 0.38 in 1995-96 to 1 in 1999-2000 indicating that the entire revenue 
receipts are now covered by guarantees. As many of the institutions, mostly 
PSUs, for which Government stood guarantee are perennially loss making ,the 
possibility of the lenders invoking the guarantees on loans given to these 
companies, etc., due to default of loan repayments looms large. Thus the risk 
exposure of the Government is very high with increased vulnerability of the 
State's finances. 

(xi) Assets Vs Liabilities 

This ratio indicates the solvency of the Government. It pertained to only 
financial assets and liabilities as disclosed in Exhibit I. A ratio of more than 
one would indkate that the State Government is solvent (assets are more than 
the liabilities) while a ratio of less than one would be a contra indicator. This 
ratio has all along been less than one and remained static at 0.71 during 
1994 - 97 which deteriorated sharply to 0.52 in 1999-2000. The contimious 
fall in the ratio since 1997-98 is symptomatic of the worsening fiscal 
management by Government. 
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(xii) Budget 

There was no delay in submission of the budget and its approval during the 
year. However, Chapter II of this Report includes detailed co:niments on the 
defecti.ve budgeting and inadequate control over expenditure as evidenced by 
persistent resumption (surrenders) of· significant amounts every year vis-a-vis 
the final grant. During the year 4.4 per cent of budgeted funds were not 
spent. Further, 62 per cent of savings were surrendered at the fag end of the 
year. Significant variations (excess/saving) between the final grant and actual 
expenditure were also taking place persistently. 

(xiii) Accounts 

It was observed that the treasuries were not rendering the accounts on due 
dates and the delay ranged up to 79 days during 1999-2000. The number of 
accounts which were delayed· by more.than one month was 80 .. ·Delayed. 
submission caused delay in finalisation of the accounts of the State 
Government. 

1.11.4 Conclusion 

For sever~ years State Government was li_ving beyond their means as seen 
- . fro!Il galloping revenue deficit and fiscal deficit, stagnating tax to GSDP ratio 

and huge interest payments. Moneys are borrowed to pay salaries and 
pensions, which wa~ grown in double digits* .. The plan expenditure on Capital • 
. account was stagnating while plall' expenditure on Revenue account .increased 

• significantly. What the· citizens are getting out of such expenditure is the 
moot. • Further conversion of loans into equity of loss making Electricity 

.. B_oard though brings down the interest liability, does not really help the 
Electricity· Board in,the absence· 9f cash flow and results in the liability of the 
Goverrimentbeing tinderprojected. Very high supplementaries indicated weak 
budgeting system. 

_:_in ter!lls of percentage 
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Appropriation Accounts: 1999~2000 

Total No. of grants: 47 

Total provision and actual expenditure: 

13543.40 
4313.90 

17857.30 17070.59 
175.69 Deduct-Actual recoveries 174.50 

in reduction of ex enditure 
17681.61 

Voted and Charged provision and expenditu.re: 

Revenue 
Ca ital 1192.40 4460.79 989.34 4366.64 
Total Gross 11606.14 6251.16 10714.09 6356.50 
Deduct-

175.69 173.93 0.57 
Recoveries in reduction of ex enditure 
Total: Net 11430.45 6251.16 10540.16 6355.93 

The Appropriation Accounts are prepared every year indicating the details of 
amounts on various specified services actually spent by Government vis-a-vis 
those authorised by the Appropriation Act. 

The objective of appropriation audit is to ascertain whether the expenditure 
actually incurred under various grants is within the authorisation given under the 
Appropriation Act and that the expenditure required to be charged under the 
provisions of the ·Constitution is so charged. It also ascertains whether the 
expenditure so incuned is in conformity with the law, relevant rules, regulations 
and instructions. 
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The summarised pos1t1qn ()f actual expenditure. durigg i999~2000 -~gainst 
· grants/appropriations wdsi as follows: 

. I 

I. Revenue 10148.49 265.25 -l0413.74 9724.75 - 688.99 

II. Capital 698.59 186.61 885.20 672.71 ' - 212.49 

·JiI. Loans an9 25Q.35 ' 47.85 307.20 
'' 

316.63 9.43 + 

Advances 

Total Voted 11106.43 499.71' 11606.14 10714.09* - 892.05' 

N .. Revenue 1687.28 103.09 1790.37 1~89.86 + 199.49 

V. Capital ' 2.64 0.15 2.79 1.32 1.47 

VI. Public D.ebt 741.05 3710.95 4458.00 4365.32 .92.68 
.. -1 

Total Charged 2436.97 3814.19 6251.16. 6356.50 * + 105.34 
,11 

Grand Total 13543.40 4313.90 118s1~30 17070.59** "786.71 

'* . 

** 

(i). 

(ii) 

2.2.1 

These are gros&' ·!expenditure figures without taking- into account the 
recoyeries adjusted .in· accounts as reduction of expenditure· (Revenue: 

.. Rs 148.65 crore and Capital Rs 25.85 crore, Total: Rs 174.50 crore). -
. I . - . 

' . :i -
The total expenditure was inflated atleast to the extent of 

' ' •-1 - • -

Rs 18.50 crore being the amounts drawn during the year and deposited in. 
Deposit Account or kept as Demand Draft with the drawing officers (vide 
Appendix I of ApP,ropriation Accounts 1999-2000): 

. . . : ,. - . 

Rs 2.49 crore bein~ amounts drawn on abstract contingent bills during the 
year for which detailed contingent bills were not received. 

I .• 

,· ! 

Excess over prov#ion relating to previous years requiring regularisation 
. . " ' . I . . . 

' ' 

As per -Article· 205 of tlie ConstittitiOn of India, . it is mandatory for a State 
Government to get tlie excess over a grant/appropriation regularised by the State 
Legislature. However, excess expenditure amounting to Rs '1412.46 crore for the 
years 1983-,84 to 1998-99; and Rs 530.99 cr6re for the year 1999-2000 was yet to 
be regularised mainly dli~ to failure of the Government to furnish explanations to 
Public Accounts Commit~ee (PAC) in regard to such excess expenditure. Brief · 
details are given below: 
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1983-84 2 

1984-85 

1985-86 3 

1987-88 5 

1988-89 8 

1989-90 14 

1990-91 22 

1991-92 19 

1992-93 ·9 

1993-94 13 

1994-95 18 

1995-96 15 

1996-97 9 

1997-98 10 

'1998-99 15· 

1999-2000 8 

171 

XVII RV and CV 

XVII 

XVII RV and CV, XXVI 

II, lII RV and RCh. XXV, XXXVI 

II, XV, XVIII, XXV, XXXVI, XL, XLI, XLIII 

III, VU, X, XIII, XVll, XXIII, XXIV, XXVI, 
XXXI, XXXJII, XXXIV,XL, XLll, XLV 

!;II, III RV and RCh. 

VI, VII, IX, X, XII, XIII, XVII, XIX, XXI, 
RV and CCh. XXVIII, XXX, XXXI, XXXIV, 
XXXIX, XLI, XLIII, PDR 

I,II, III RV and RCh., VII, IX, X, XI, XII, XV, 
XVII, RV and CV, XVIII, XXXI RV and CV 
XXXII, XLII, Debt charges, PDR 

VII, XXV, XXX RV and .CV, XXXIV, 
XXXVIII, XLIII Debt charges, PDR 

V, VII, IX, XVI, XVII, XIX, xx,· XXII, 
XXXIII, XXXVII, CV and RCh, Debt 
charges, PDR 

III, VII, X, XIV, XVI, XVIII CV and CCh., 
XIX, XX, XXV, XXX, XXXI, XXXII, 
XXXIV, XXXVIII RV and CV, XLIII, Debt 
charges 

V, VI, XIV RV and CV, XVI, XX, XXVI, 
XXXIII, XXXIV, XXXV, XXXIX, XLI, RV 
and CV, XLII, XLIII 

VI, XIV, XVIII, XXV, XXXII, XXXIV, 
XXXVII, XXXIX, XLIII 

I, V, XIV, XV, XVIlI, XIX, XXV, XXXI, 
XXXIV,XLII 

I, III RV and RCh., V, X, XIV, XV, XVI, 
XIX, xxv, xxvm, XXXIV, XLII, XLIII, 
XLV 

I, II, IV, XIII, XVI; XIX, XXXIX 

Debt Charges 

TotaI 

3.69 

29.36 

35.65 

3.31 

5.05 

44.35 

194.53 

341.97 

418.50 

112.63 

24.81 

46.11 

1.12 

35.97 

115.41 

530.99 

1943.45 

CCh - Capital (Charged) 

3.69 

29.36 

34.30 

Nil 

0.04 

5.84 

191.39 

335.38 

418.31 

89.21 

12.67 

43.98 

1.12 

35.97 

115.41 

530.99 

1847.66 

RV -Revenue (Voted) 
CV - Capital (Voted) 
RCh - Revenue (Charged) PDR - Public Debt Repayment 

2.3.1 (a) The overall saving of Rs 786.71 crore was the result of saving of 
Rs 1322.12 crore in 91 grants and appropriations offset by excess of Rs 535.41 
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· crore in 7 grants and 2 appropriations. It is noticeable that under Voted (R~venue 
and Capital) the actual expenditure was even less than the original grant. 

· 2.3.1 (b) During the last three years the percentage of charged expenditure to total 
expenditure increased frqm 18 to 37 mainly due to repayments of public debt 
which increased from 28 per cent of the total charged expenditure in 1997-98 
to 69 per cent in 1999-2000. Thus Legislative control over the expenditure was 
getting weakened due fo the huge debt repayment liability and consequent 
increase in charged expenditure. 

I " • - • 
I . -

2.3.2 The supplementary provision (Rs 4313.90 crore) made during the year 
constituted 32 per cent of the original provision as against 21 per cent in the 
previous year. Against the Public Debt in the charged section, the supplementary 
provisions exceeded the original provision by 497 per cent. 

2.3.3 . Supplementary provision of Rs 129.54 crore made in 31 cases during the 
year proved unnecessary in view of aggregate saving of Rs 742.63 crore as 
detailed in Appendix IV. , 

2.3.4 ·In 14 · cases, against additional requirement of Rs 3805.34 crore, 
, supplementary grant and appropriation of Rs 4017.20 crore were obtained 
resulting in savings in each case exceeding Rs· IO lakh, aggregating Rs 211.86 
crore. Details of these c~ses are given in Appen~ix · V. 

2.3;5 There was overall excess of Rs 324.18 crore under 7 grants and Rs 211.23 
crore under 2 appropriations. The excess of RsAA2 crore in Revenue (Voted) 
portion of Grant No.XXXVII Industries was due to reclassification of expenditure 
originally debited to ·the Capital portion of the Grant to the Revenue portion in 

· order to adopt authorised classification in Accounts. This excess arising due to 
reclassification need not be regularised. Therefore overall excess of Rs 530;99 

· crore in six- Grants ·and t\vo Appropriations require regularisation under Article 
205 of the Constitution. Details of these are given in Appendix VI. 

2.3.6 In 5 cases, suppleihentary provision of Rs 122.37 crore proved insufficient 
by more than Rs 10 lakh each leaving an aggregate uncovered. excess expenditure 
of Rs 475.28 crore as per details given in Appendix VII. 

2.3. 7 In 34 cases; expenditure fell short by more than Rs 1 crore in each case 
and also by more than! IO per cent of the total provision as indicated m 
Appendix VIII .. 

2.3.8(a) In 20 cases, there were persistent savings in excess of Rs IO lakh in each 
case and also IO per cent or more of the provision during the last three years 
1997-2000. Details are given in Appendix IX. · 

2.3.8(b) Persistent excess was noticed in two cases during the last 3 years 1997-
98 to 1999-2000 vide table below: 

,. 

29 



Audit Report (Civil) for the year ended31March2000 
I ~ Q\9f!i 21ftll'SL¥Qi·J? . , 

REVENUE (VOTED) SECTION 
I - State Legislature 0.11 0.52 0.22 
XIX- Family Welfare 19.06 20.66 21.95 

The matter was reported in previous Audit Reports. Despite this, the excess 
continued. Persistent excess required investigation by ·the Government for 
remedial action. 

2.3.9 Excessive/unnecessary re-appropriation of funds 

Re-appropriation is tra~sfer of funds between primary units of appropriation 
within a grant or appropriation before the close of the financial year. Details of . 
cases where withdrawal or augmentation of provision of funds in excess of Rs 10 
lakh proved excessive or resulted in savings by over Rs 10 lakh in each case are 
mentioned in Appendix X. · 

2.3.10 Expenditure without provision 

As envisaged in the State Budget Manual, expenditure should not be incurred on a 
scheme/service without provision of funds therefor. It was, however, noticed that 
expenditure of Rs 2.04 crore was incurred in 7 cases as detailed in Appendix XI, 
without the provision having been made in the original estimates/supplementary 
demands and no reappropriation orders were issued. 

2.3.11 Anticipated savings not surrendered 

2.3.ll(a) According to rules framed by Government the spending departments are 
required to surrender the grants/appropriations or portion thereof to the Finance 
Department as and when the savings are anticipated. In 36 cases, the amount of 
available saving of Rs 1 crore and above in each case not surrendered, aggregated 
Rs 652.94 crore. Some important cases involving substantial.amounts are given 
below: 

Revenue Voted 
VI. Land Revenue 44.49 31.29 
XV. Public Works 58.86 52.61 
XVII. Education, S orts, Art and Culture 241.79 194.06 
XVIII Medical and Public Health 72.41 43.71 
XXXV Panchayat 149.19 128.98 
Ca ital Voted 
XV. Public Works 31.58 28.41 
XXXVIII Irrigation 42.76 23.42 

failure of these departments to surrender such huge savings indicated poor 
budgetary management. Details are given in Appendix XII. 
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2.3.11 (b) Out of the t6tal surrendered amount of Rs 802, 11 · c~ore, Rs 80.1.51 
crore was surrendered on the last day of the financiaLyear i.e. 31 March 2000 
indicating gross disregard of n:iles and procedures of financial control over 
expenditure. Details are igiven in Appendix Xill. 

2.3.12 Surrender in excess of ac_tual savings 

In 10 cases, the amount surrendered was in excess of actual savings indicating 
inadequate budgetary control. As against the total amount of actual savings of 
Rs 167.82 crore, the amqunt surrendered was Rs 299.78 crore, resulting in excess 
surrender of Rs 131.96 crore. Details are, given in Appendix XIV. 

The above instances of budgetary irregularities are reported from year to year in 
Chapter II.of the Audit Report. If the precautions envisaged in the State Budget 
Mani.ml are taken by all the departments, these could be minimised to a great 
extent. ·· 

2.3.13 Advances from Contingency Fimd 
• • 1 • 

The Contingency fund of the State is in the nature of an imprest placed at the 
disposal of the Governor: to enable him to make advances for meeting unforeseen 
expenditure pending authorisation by the Legislature. Advances from this Fund 
are to be made only fot meeting unforeseen expenditure, the postponement of 
which till its authorisation by the Legislature would be undesirable. 

The permapent corpus o.f the Contingency Fund of the State was Rs 25 crore. 
Twenty nine sanctions were issued during 1999-2000 advancing a total amount of 
Rs 15.22 c.rore from the Fund. Out of this two sanctions for Rs 1.71 crore were 
cancelled and advances of 6 sanctions amounting to Rs 1.83 crore were reduced 
by Rs 0.52 crore. 

,:, 2.3.14 ·Trends of recoveries. 
lr 

Under the 'system of gross budge~ing followed. by Government, the demands for 
g1:ants presented to the Legislature are for gross expenditure and exclude all 

. credits and recoveries which are adjusted in the accounts as reduction of 
expenditure. The anticipated recoveries and credits are shown s~parately in the· 
budget estimates. 

In 41 · grants/appropriations the . actual recoveries adjusted in reduction of 
expenditure (Rs 70.43 crore) exceeded the estimated recoveries (Rs 58.50 
crore) by Rs 11.93 crore and in 7 Grants/appropriations the actual recoveries 
(Rs 104.07 crore) were less than the estimated recoveries (Rs 117.19 crore) by 
Rs 13.12 crore. More det.ails are given in Appendix II of Appropriation Accounts. 
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2.3.15 Non-receipt of explanations for savings/excesses 

After the close of each financial year, the detailed Appropriation Accounts 
showing the final grant/appropriation, the actual expenditure and resultant 
variation are sent to the Controlling Offices by the Accountant General (Accounts 
and Entitlement) for furnishing promptly the reasons for variation in general and 
those under import~nt sub-heads in particular.· The number of heads for which 
those reasons were not received as at the end of October 2000 was 556 
representing 78 per cent of the total number of heads for which explanations for 
variation were required to be mentioned in the Appropriation Accounts. 

2.3.16 Unreconciled expenditure 

Departmental figures of expenditure are required to be reconciled every month 
with those in the books of Accountant General (Accounts and Entitlement) in 
order to enable the departmental officers to · exercise proper control ·over 
expenditure and to detect fraud and defalcations, if any, at an early stage. The 
reconciliation was in arrears in many departments. The number of controlling 
officers who had not reconciled their expenditure up to the end of 1999-2000 and 
the number of reconciliation certificates due from them as of October 2000 are 
given in Appendix XV. Of the 2593 reconciliad.ort certificates, 216 certificates 
were due from Director of Health Services. 

2.3.17 Flow of expenditure 

Under 16 major heads of account more than fifty per cent of expenditure was 
incurred during the last quarter of the financial year. In these cases 42 to 97 
per cent of the expenditure was incurred only in the last month of the financial 
year. Details are given in Appendix XVI. · 

Since State Legislature approves the budget for meeting the disbursements during· 
the financial year to which it pe1iains and not for subsequent years large amounts 
of funds released to implementing departments/agencies in March cannot 
co·nstructively be spent during the year. Drawal/release of funds at the fag end of 
the financial year is indicative of deficient financial management. 

Budgetary procedure and expenditure control was reviewed in respect of Grant 
Nos.VI-Land Revenue and XXXVII-Industries. Some of the important 
irregularities noticed during the review are detailed below. 

2.4.1 Timely submission of budget proposals 

Delay of over one month was noticed in the submission of budget proposals by 
Industries and Land Revenue Departments. The delay was due to the non-receipt 
of budget proposals from district offices and delay in consolidation of the figures. 
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2.4.2 Def ective!inaccuff1l(! budgeting 

(a) In tl;e f~llowing qases .provision made for the expenditure Qf the offices 
which were abolished had -resulted in savings . of almost the entire provisiorL 
During 1996.,97, 1997.,9g and 1998~99 also there were substantial saving µnder 
these heads; - · · · · · .. · · · . . · 

' 

Special Staff for assignment:df Government Lands 
2: 202S)- l 02~94 . . ,· . ! ·. . . 
Preparation. of Land Record_s from Re-survey Records 

. :.1 
·"i 

370.73 370.73 

809.93 807.16 

(J>) In .the following. cases provision made· for schemes not sanctioned by· 
NCDC anc(State Governt1ient hadresulted in substantial savings. 

'1" 

685 l -190-99(02)(P) Scheine for betterment of Handloom 
Weavers (67% CA) .: 
6851~195-5l (P) . Coris~ruction . -__ ··of godowns/ 

. worksheds/processing centres/ showrooms. of Apex and 
Primary Hari~loom Weave rs· <to-o erative ·Societies 

200 "150.18 

712.64 

Provision of such large ~ounts. for abolished offi~es and. schemes which were 
not sanctioned reveal tha~ Budget estimates we~e not prepared with duecare •by 
the departments and no pi!oper scrutiny of the accuracy of the estimate was being· 
done by the:Administrativ,e and Finance departments of Government. _ 

. : i . . .. 
2.4.3 . Laclf of control o~er expenditure 

. . ·. I . : . . , . ;. . ·. 

There had been significant variations (excess or saving) _between the -final -grant 
and the ac_tual ·expenditure in many cases in~icating that. moriitoring and the 
control ovet expenditure by the ChiefControHirig Officers was inadequate. Few 
examples in which the i expenditure have·. exceeded/fell short of the ' budget 
provision by a large extent are shown below: 

. 2029-lOl-99' . (-)1290.45 
2029-101-97, . 222.12 (-) 26.56 . 

. 2029-102~99: 386.46 212.44 . (-) 174.02. 
2029-102-98 17.97 .• 9.65 (-). 8.32 .·. 
2029-102-95:. 4361.27 3142.46 (-)1218.81 
2029-103-98 603.96 295.18 (-) 308.78 
2029-800-961 . I 57.76 26.11 (-) 31.65 
2029-800-86 199.94. 154.19 (-) 45.75 
2029-800-82( ': 50.04· 23.56 (-) 26.48 
2851-102-94 I 48.60 . 29.61 (-) 18.99 
2851-103-99 . I 227.71 149.69 (-) 78.02 
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2851-103~98 29.35 9.82. 
2852-80-800c97> 12.82 8.28 
2853-02-001-99 (NP) 181.46 202.49 21.03 . 
2853-02~004-99 6.20 0.19 . 6.01 

4851-101-99 . 51.75 43.96 7.79 
485.1--102-99 11.00 .· 8.89 
4858-60-190~99 25.96 18.77 7.19 

2.4.4 Non;.utilisation of appropriations 

·th~ grants :fuade by the Legislature have to be applied for the purpose for which 
they ar~intended according to Law, Rules and Regulations. Iil the following cases 

-.~ptii;e budget pro.v.ision was surrendered without incurring any expenditure citfog 
reasoiis--like non-receipt 9f administrative sanction. from GOI, want of revised 
s.an6tion;· want of conti'nuance sanction, economy orders etc. 

,;._L 2851-102~67-Tool Room at Kalamassery (90% CSS) 
2. 2851-104-89-Craft Develo ment Centres (7 5 % CSS) 
3. 2851-104~88-House-ctim-workshed scheme for artisans 

(59% CSS) 
4. · 2851-104-85-Setting up of State/Regional marketing 

com lex for Handicrafts 
5. 2851-106~71-Assistance for setting up of· diesel 

generafor sets by units under ICDP . 
6. 4851-'109-96-Coir .Co-operative. Societies Investment· 

(50%-CSS) 
7. 4853-190-99- Kerala Mineral Development 

Cor oration 
8. 6~51-106-95-Loans Jor setting up of diesei generator 

· sei:s by units under ICDP ·· 

. . 

100.00 
40.00. 

100.00 100.00 

20.00 20.00 

10.00 10.00 

70.00 70.00 

10.00 10.00 

10.00 10.00 

The fact that no part of the funds provided in the budget was utilised during the 
year indicates that the budget provision was made without proper assessment of 
·requirements. and was unnecessary .. 

2A.5 .. Injudicious reappropriation of funds 
. . - . . 

Rules prescribe that reappropriation/resumption is to be made only when savings 
under any item are definitely foreseen. In the following cases fund~ were 
reappropriated/surrendered without assessing Jhe .actual requirementc 'and 
consequently expenditure exceeded the final grant. 
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2851-104-87 . 80.00 9.99 -

2852c8Q-800-96 75.00 50.00. 

2851-106-99 : 340.79 · 15.72 
4851-104-99. . ; 45.00 35.00. 10.00 

. 4885-190-98. 1275.00 1275.00 . . 200.00 
6885..:60-800-94 16.94 16.94. 

. ' 

2A.6- Nqnlbelated surrenders· 

All anticipated savings i are required to be Burrendered, explaining the reasons 
therefor,. without waiting till the end of the year unless they _are required to meet 
excesses linderother units which are definitely foreseen at the time . 

. · ' 

; :, . .··~ l .. i. · ... 

(a) Nonasurrender ofsavings 
. . I 

Substantial savings av<\ilable under "the following heads of account remained 
unsurrendered _at the clo~e of the year. 

2029-101-99 
2029-101-97 

. 2029-102-99 ' 386.46 174.02 
2029~ 102-95 4361.27 1218.81 
2029-103-98 i 603.96 308.78 
2029-800-96 57.76 . 31.65 
2029-800-86 199.94 45.75 
2029~800-82 50.04 26.48 
2851-102-94 ,. 48:60 18.99 
2851~103-99 227.71 78.02' 
4853-190-98 10.00 10.00 

(b) · Belated surrender of savings. 
. . . f 

In Grant No.VI (Rs 13.21 crore) and Grant No.XXXVII (Rs 29.83 crore). 
surrender 9f funds found in excess of requii:ements was made only on the last day 
of the financial year. Sµch belated surrender serves no purpose as these· surplus 
funds cannot be used 11ll:der any other .heads within these Grants or under other 
Grants. 

2.4. 7 R~sh of-Expend~ture 

It is contrary to the interest of Government to. sperid money hastily or in an ill
conceived,manner merely because it is available or just to avoid lapse of funds. 
The flow of expenditure should be so regulated throughout the year so that there 
is no msh:of expenditur~, particularly during the closing months of the financial 
year. Under the following heads of account the entire expenditure was incurred 
only in the1ast month ofahe financial year .. 
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2851-003-95 . 
. 2851-102-66 
285F102-64 
2851-102-63 12.75 
2851-103~79. 15.99 
2851-106-94 44.81 44.81 
2851-106-87 20.00 20.00 

. 2851-106-73 124.75 124.75 
2852~05-190-99 .185.87 . 185.87 
2852-07-202~97 500.00 500.00. 
2852-80-800-94 30.00. 30.00 
4851-101-97 1315:00 1315.00 
4851-190-91 437.83 437.83 
485 8-190-99 141.49 . 141.49 
4860-01-195-96 26.40 26.40 
4885-01-190-99. ·. 2000.00 2000.00. 
4885-01-190-97 25.00 25.00 
6851-i09-76 15.00 .15.00 
6860-01-101-95 200.00 200.00 
6885~01-190-99 300.00 300,00. 

2A~8 Delay iiisending proposdls for reappropriation 

Proposals of ~eappropriatiori of Rs 124 lakh,: Rs 126 lakh and Rs 854 lakh ·were 
sent to Government by the Commissioner of Land Revenue, Director of Coir 

. Development and Secretary .of Industries Department respectively on the last day 
. of the financial year. . . 

2A.9 Keeping of money in deposit account 

In the following cases funds· were drawn at the end of the financial year and kept 
in deposit accounts: 

(i) Rs 15 crore was clfawn on 31.3.2000 by the Director. of Indl1stdes and 
Commerce and credited to the TP account o,f Kerala Industrial Revitalisation 
Fund Board. The amounfremained unutilised as of July 2000. 

(ii) Rs 4.80 crore provided· in the Budget for loan to two Co-operative 
. Societies forNCDC scheme was drawn by the Director of Handloom and Textiles· 
on 31 March2000 and credited to his TP account. 
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Highlights 

In 1954, Government ofindia enacted the Prevention of Food Adulteration 
·(PFA) Act with the objectives of eradicating the menace of food'adulteration, 
making available pure and wholesome food to the consumers and reducing the 
risk to the health of people due to adulteration. 

The enforcement of the provisions of the PFA Act was very poor. Formal 
licences were not issued to shops and establishments. Sufficient funds were 
not available to Fopd Inspectors for colle.ction. of the required number of . i 
samples. Analytical laboratories were ill-equipped and necessary equipment 
to carry out tests were not made available. Posts of District Food Inspectors, 
Chief Food Inspectors and Analysts remained vacant for long periods. The 
PF A authorities, did not inspect the food itetns stored in FCI godowns and fair 
price shops. The performance of the department in prosecuting the offenders 
was dismal. There was lack of deterrence due to low samples, poor follow up 
and non-iitilisation : of capacity of laborqtories. The Director of Health 
Services failed to monitor and co-ordinate the implementation of the 
provisions of the PFAAct. 

[Paragraph 3.1.4] 

[Paragraph 3.1.S(i)] 
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[Paragraph 3.1.S(iii)] 

[Pai·agraph 3.1.6] 

[Paragraph 3.1.8] 

[Paragraph 3.1.9I 

[Paragraph 3.1.10] 

[Paragraph 3.1.11] 

3.1.1 Introduction 

Government of India, with a view to preventing the adulteration of food stuff 
intended for human consumption during the stages of manufacture, storage 

· and sale enacted the 'Prevention of Food Aaulteration Act 19S4" (PFA) and 
framed the Rules thereunder in 1955. In exercise of powers conferred under 
the Act, the State Government framed 'The Kerala Prevention of Food 
Adulteration Rules 1957', which came into force with effect from April 
1957. 

3.1.2 Organisational set up 

Secretary, Health and Family Welfare is responsible for the implementation of 
the Act in the State. The Director of Health Services is the Food Health 
Authority in the State. The Deputy Director (PF A) is· the Programme Officer 
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of the Food Adulteration Wing in the Directorate of Health ServiGes. . The 
Deputy Director is assisted by two TechnieaI Assistants, namely TA (PFA) 
and TA (Legal). Besides there are 14 District Food Inspectors, 60 Circle 
Food Inspectors and 3 Mobile Vigilance Squads each consisting of one Chief 
Food Inspector and two Food Inspectors. The Circle Office is headed by a 
Food Inspector who carries out the enforcement work in Panchayat area: (See 
Organisation chart atAppendix XVII) • \::--. 

The Analytical Laboratories function as a separate wing under the Deputy 
Director (PFA). There are three Analytical Laboratories in the State at 
Thiruvananthapuram, Ernakulam and Kozhikode. The Chief Government 
Analyst, Thiruvananthapuram is the controlling officer of the Analytical 
Laboratories. 

3.1.3 Audit coverage 

A review of the implementation of the PFA Act was included in Paragraph J,6 
of the Report of Comptroller and Auditor General of India (Civil) for the year 
1981-82. The implementation of the Act fr01;n 1995-96 to 1999-2000 was 
reviewed during January-April 2000 in the Office of the Deputy Director 

· (PFA), DHS, Thiruvananthapuram, four District Offices* (out of fourteen); 
three Analytical .Laboratories, eight Circle Offices, three Corporations, three 

.Mobile Vigilance Squads, six Municipalities, s~x Panchayats, Health and 
Family Welfare department of Secretariat, Directorate of Panchayat and 
Directorate of Municipalities. 

3.1.4 Budget provision and expenditure 

(i) The details of budget provision and expenditure for the last 5 years 
relating to Food Administration and Government Analytical Laboratories were 
as under: 

1995-96 1.40 1.20 (-)0.20 14.00 1.08 (-) 0.03 
1996-97 1.62 1.35: (-) 0.27 17.00 1.43 H0.31 
1997-98 1.83 1.54 (-) 0.29 16.00 1.55 (-)0.25 
1998-99 1.92 1.90 (-) 0.02 1.00 1.59 (-)0.09 
1999-2000 2.35 2.34. (-) 0.01 0.40 2.14 : (-) 0.32 
To tan 9.12 8.33 0.79 8.66 7.79 6.79 1.0() 

Apart from this, Rs 37.44 lakh was received from Government of India during 
1995-2000 for the pu~chase of machinery and equipment for. laboratories of 
which Rs 24.22 lakh (65 per cent) remained unspent as of May 2000~ · 

In the case of expenditure under Food Administration nearly 9 per cent of the 
provision could not be spent during 1995-2000. 

* Ernakulam, Kollam, Thiruvananthapuram and Thrissur. 

# Final grant after reappropriation/resumption 
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There was huge variation in the expenditure figures of Accountant 
General (A&E) and the Department under plan expenditure as the controlling 
officer did not reconcile the depaitmental accounts with those of Accountant 
General. . 

(ii) Samples are not collected as funds are not provided 
:; " 

An.,alysis of the establishment expenditure and working expenses of Food 
Inspttctors under Food Administration (Non-plan) in the State showed that 
an average of 96 per cent of the total provision was spent on staff cost during 
1995-2000 while the expenditure on materials and other charges were 
insignificant as shown below: 

1995-96 1.09 1.04 95 0.01 0.97 
1996-97 1.20 1.15 95 0.01 1.20 
1997-98 1.37 1.31 96 0.01 1.03 
1998-99 1.81 1.73 95 0.03 1.51 
1999-2000 2:24 2.15 96 0.01 0.57 

During 1995-2000 while expenditure on salary increased by more than 100 
per cent. Expenditure on other expenses varied between 0.57 per cent and 1.51 
per cent of total expenditure. Based on the expenditure incurred on the 
collection of samples, the deficiency in provision of funds for collection of 
samples ranged between 90 per cent to 92 per cent, for the period 1995-1999 
in the Panchayat area for the whole state. (Appendix XVIII) 

In the absence of sufficient funds for sample collection during all the five 
years under review, the enforcement activities suffered greatly as only about 
20 per cent of the targets set for urban and rural areas taken together could be 
achieved during 1995-99. .In the rural ai·eas the achievement in sample 
collection was even less than 10 per cent. 

In the case of urban areas shortfall in collection was due to the vacancies in 
the cadre of Food Inspectors. Against the sanctioned post of 32 Food 
Inspectors in urban areas the men in position were only 19. The reasons for 
shortfall in sample collection was attributed to absence of peon and clerk and 
heavy schedule of work of Local (Health) Authority#. 

3.1.5 Manpower 

There were large vacancies in the sanctioned strength in critical cadres 
(District/Chief Food Inspector, Government analyst etc.) for 1995-2000 as 
shown below: 

#Health officers of the Corporation/Municipalities and the District Food Inspectors. 
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67 . 19 146 141 5 . 19 19 
67 19 162 153 9 19 19 
67. 19 167 157 10 32 20 12 

1998-99 66 20 .167 153 14 32 19 13 
1999~2000 65 21 170 145 25 32 19 13 

Non -filling 
up of posts 
for long 
periods 

· .. 
Thus, during 1995-2000 the vacancy in health offices (23 per cent) were not 
filled up for long periods, vacaneies in laboratories increased five fold and 
vacancies in Municipal Common Service stagnated. 

Inordinate delay was: noticed in ·the filling up of vacancies in technical cadres, 
As shown below, the. vacancies continued over 6 years in some cases. 

Government Analyst 

Deputy Government An~lyst 

Technical Assistant (Le al) 
Technical Assistant (PFA) 
Food Ins ector 

3 
3 

3 

1 

3 

July 1999 to May 2000 (1) 
September 1999 to May 2000 (I) . 
March 2000 to Ma 2000 (I) 
September 1999 to May 2000 (l) 
November 1999 to May 2000 (1) 
March 2000 to Ma 2000 (1) 
Auaust 1993 to December 1999 
Februar 1996 onwards 
Auaust 1999 to October 2000 

(i) Large number of vacancies affected the implementation of the PFA 
Act 

Seventeen key posts viz., posts of 14 District Food Inspectors in all the 14 
districts and the three Chief Food Inspectors were kept vacant for the last six 
years. This resulted in non-supervision of work of 66 Food Inspectors. The 
absence of effective supervision adversely affected the working of the 
enforcement wing .. 

Scrutiny revealed that distribution of work of sample collection among the 
food inspectors.were highly uneven. 

Analysis of the records in respect of 50 Circle offices for the period 
1995-2000 revealed that only 5 Food Inspectors (10 per cent) had an annual 
target of more than 500 samples. The annual targetfor 12 Food Inspectors 

. (24 per cent) was 300 to 500 samples and 33 Food Inspectors (66 per cent) 
had a very low target of 100 to 300 samples. 

® One.Deputy Director+ 66 Food Inspectors+ 14 DFI + 3 CFI + TA(Legal) and TA (PFA). 
The details of other staff are not available with the DD Office. . 
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(ii) Delay in notification of Food Inspector 

In terms of Section 9 of the PF A Act, appointment of Food Inspectors 
specifying the areas of their jurisdiction is to be notified by the State 
Government to enable them to exercise their powers. It was seen that there 
was delay ranging from 8 to 20 months in issuing such notification (during 
1995-:-96 and 1996-97) by Government in respect of 3 posts of Food 
Inspectors, viz., Malappuram Circle, Koothuparamba Circle and Aluva 
Municipality. This resulted in idling of the Food Inspectors and payment of 
idle wages of Rs 1.71 lakh. 

(iii) Apathy of Government to train the Food Inspectors 

Though Government appointed (May 1999) 10 Food Inspectors provisionally 
in Municipal Common Service, they could not be notified as Food Inspectors 
as they were not given statutory training on PFA for 90 days at the 
Government Analytical Laboratory as of February 2000. The Food Inspectors 
moved the Hon'ble High Couit of Kerala in February 2000 to post them as 
Food Inspectors and give them training and the High Court considering the 
importance of the appointment of the Food lrispectors in the interest of Publit 
Health, ordered (February 2000) that the Public Analyst vacancies be filled up 
within one month from the date of receipt of judgement and the training of 
Food lrispectors commenced. It was only then that the Government appointed 
the Public Analyst and imparted-training to the Food Inspectors during July to 
October 2000. 

3.1.6 Licensing 

According to PF A Rules, the Local Authority or any person nominated by the_ 
Local Authority shall be the Licensing Authority. A test check of 16 local 
bodies (7 Panchayats, 6 Municipalities and 3 Corporations) revealed that there 
was no system of monitoring the issue of license under PFA to shops running 
without license and bringing such units under the purview of the PF A. Hence 
the Local Authorities did not know the number of unlicensed vendors. In 
cases where the establishment was brought under the purview of the Act no 
formal licence was issued and only receipts of fees for issue of licence were 
issued. Of the 9 out of 16 local bodies test checked, vendors list and Demand 
Collection arid Balance (DCB) statements were not prepared. Thus, there 
was no monitoring of the collection of fees. 

As per the instructions issued by Government in February 1966, the local 
authorities were to remit the whole amount of fees to Government for analysis 
of targeted number of food samples irrespective of the actual number 
collected. It was seen that during 1995-2000, 28 to 44 out of 55 
Municipalities, and 859 out of 990 Panchayats did not remit the fees. The 
total amount of fees due to Government worked out to Rs 41.88 lakh. 

3.1. 7 Absence of Control Mechanism 

The DHS in his capacity as Food (Health) Authority is to control and 
co-ordinate the activities under the Act, through the Deputy Director (PF A) 
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who is the ProgrammeOfficer. Audit Scrutiny revealed that the DHS failed to 
exercise necessary control in these areas. 

Deputy Director (PF A) has not maintained important control records like stock 
files containing Central and State directions, WHO directions, circular files 
containing instructions issued by DHS, copies of returns sent to DGHS/State 
Government, sample register to watch the. receipt of the monthly/annual 
returns from district offices regarding number o(samples collected, analysed, 
found adulterated etc. ' In the absence of such records and details, monitoring 
of the key areas was non existent and at best. weak. Though a case register 

· was available, it did not contain any inforn1ation on the number of prosecution 
. cases instituted and qisposed of, number of convictions, fine imposed and 

collected etc; No analysis of court judgements for corrective action was taken 
for six years (up to Detember 1999) as the post of TA (Legal) was vacant. 

Deputy Director did n6t prescribe duties and responsibilities for the key posts 
. of TA (PFA) and TA (Legal). Details of control to be exercised by the DHS 
over the Laboratories had also not been defined. To make the matter worse, 
the PFA section working under the supervision of TA(PFA) till 1996 was 
abolished in 1996 and the connected files were destroyed. Now only two 
clerical staff, one full time and one part time were available to attend the PFA 
work. 

Scrutiny revealed absence of co-ordination between authorities responsible for 
· implementing the PF A in the State and agencies like WHO and BIS and 

consequent lack of thrust in the control of adulteration. There was no 
publicity regarding PFA organised by the department reportedly due to lack of 
funds. Further no attGmpt was made by the department to involve the NGOs 
in the implementation of the Act. 

DD (PFA) did not review the monthly reports submitted by the Circle Officers 
monthly and quarterly. The laboratories submitted annual reports to DD (PFA) 
and though DD (PFA) was reportedly submitting reports to Government, he 
did not maintain any database on food adulteration. Hence no records in this 
regard could be produced to audit. No reports had. been sent to Government 

· regarding PFA activities by DHS during the last five years. The department 
had no procedure to monitor the impact of the working of the PF A wing or to 
evaluate their effectiveness in controlling food adulteration and risk to the 
health of the people. 

3.1;8 Recommendations of PAC and State Finance Commission ignored. 

Repmt of Comptroller and Auditor General of India (Civil) for the year 
1981-82 was discussed by the Public Accounts Committee (1984-86) and after 
realising the need of an agency for co-ordinating and controlling PFA 
activities, in its 126th report submitted in March 1986, recommended the 
formation of a separate department to attend to the work of PF A. The State 
Government did not implement this recommendation . (May 2000). 
Recommendation (Jm;ie 1998) of State Finance Commission to revise the rate 
of license fee to be remitted by the manu~acturers/sellers/distributors of food 
articles had not been implemented. 
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3.i.9 Collection of samples __ 
- ·, . 

(i)' ShorifaUin coverage . 

According to norms fixed by Goyernment (1977 and 1981) the monthly quota: 
of samples of food to be drawn was oO in the case of Corporations, 10 to 40 in' 
the case of Municipalities and Ito 4 in respect of Panchayats. The target ha~::_ 
not been -revised though number of food establishments have gqne up during -
the last 20 years. Even the low target of :46644$ samples were not inet andl_ 
during 1995-96 to 1999-:2000 only 6612 to 9246 (14 to 20 per cent) samples:. 
were collected indicating tardy implementation of the Act. . 

. . . ' . .· - . . 

In 8 Circle Offices (Rural), 6 Municipalities and 3 Corporations (Urbap) test 
checked, shortfail in collection 6f samples was 69 to 80 per cent in rural areas ': 
58 tb 75 per cent in urban areas. No steps were taken to improve the situation, 
and the implementing agenc:;y failed to supervise, co-ordinate and monitor the 

· enfqrcement of the Act. The shortfall in· collection of samples was attributed ; 
by DD (PFA) to lack of sufficient allotment, continuous court duty of ~he Food • 
Inspectors etc. This indicated that the Department did.not monitor the crucial L_ 
aspects of the implementation of the Act and-investigate the constraints to 
improve the working. · 

(ii) Localbodies not covered in, collecting of samples 

The table below shows that from nearly 30 per centof Panchayats and nearly • 
40 per cent of Municipalities no sarnples were collected during 1995-2000: 

1999-2000 

Meagre collection of 
sample of milk and 
. milk products· 

Since names of local bodies from where samples \Vere. not collected was· not 
available with DD (PFA) it could not be .verified whether the same areas were. 
repeatedly left uncovered. 

(iii)·. Inadequate drawal of samples 

.·According to the instructions issued by the department in 1994, the drawal oL 
samples by the Food Inspectors ·was to cover different articles of food. The · 
norins fixed for drawal of. samples were 20 per cent for· milk and milk·,~ 
products, food grains and flour;. for edi_ble oil, fat;. tea and coffee 10 per c~nt 
and 5 per ceni for soft drinks and sweetening agents,· · 

~~~~~--'-~~~~-----'-· . ' 

$ Coq)~ration (3);2160, Municipalhi~s (55); 9960,J>anchayats (990); 34524 
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It was however, seen that samples lifted by Food Inspectors in respect of the 
widely consumed items like milk were as low as 2 per cent in 1995-99 and 6 
per cent in 1999-2000. 

The category wise details of food samples collected are as shown below: 

6744 139 18 524 29 . 182 7 202 87 
(2.06) (12.95) (7.77) (5.53) (2.7) (3.85) (3) (1.29) 

7476 155 25 836 36 . 319 13 433 4 142 Nil 
.· (2.07) (16.13) (11.18) (4.31) (4.27) (4.08) (5.79) . (0.92) (1.9) 

9246 ·. 189 30 784 27. 336 15 405 4 120 Nil 
(2.04) (15.87) (8.48) (3.44) (3:63) (4.46) (4.38) (0.99) (1.30) 

7438 183 26 483 . 33 206 .22 318 5 123 Nil 
(2.46) (14.21). 6.49) (6.83) (2.77) (10.68) (4.28) (1.57) (1.65) . 

6612 380 . 53 811 55 573 25 622 32 186 2 
(5.75) (13.95) (12.27) (6.78) (8.67) (4.36) (9.41) (5.14) (2.81) (1.07) 

Not only the number .of samples collected was much less than the number 
prescribed, even within the samples prescribed, the percentage of samples 
collected for items of daily use was less. Consequently, th~ ·chances of 
detection of adulteration in major item was remote and thus health_ of the 
consumer was exposed to risk and 'the prime objective of the PFA Act was not 
achieved. 

Mineral water is a widely consumed item and it requires 100 per cent purity. 
However only approximately·l per cent of samples in respect of mineral water· 
was collected during 1995-99. However the percentage of adulteration was in 
the range of 2.04 per cent to 13 .3 3 per cent as. shown below: 

1995-96 6744 2 (13.33%) 
'1996-97 7476 2 (4.87%) 
1997-98 9246 2 (2.04%) 
1998-99 7438 3 (3.12%) 

(iv) Non-inspectio11 in FCI godowns/Fair Price Shops 

A review* on PDS conducted during 1998-99 revealed that PDS rice was 
reportedly used as cattle feed due to its poor quality. 

During July 1989, the Director General of Health Services, Government of 
India instructed all th~ Food Health authorities to conduct frequent inspection. 
of of FCI godowns as well as Fair Price Shops (FPS). tQ ensure that· the public 
receives good quality of food stuffs. It was noticed that in spite of these 
orders, no instructions were issued by the Director of Health Services of the 
State Government to the Food Inspectors. Sample registers maintained in the 
three laboratories also showed that no food samples relating to FCI 

*Para 3.1.7 (i) (a) of the Report of the Comptroller and Auditor General of India for the year 
ended 31 March 1999 No;3 (Civil), Government of Kerala. 
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godown/FPS were analysed during the period 1995-96 to 1999-2000. It was 
stated by the DD (PFA) that the reason for non-collection and analysis was to 
avoid prosecution of Government Officials. The reply is not tenable because 
the inactimi mi the pmt of authorities amounted. to defiance of written orders 
issu~d by Government. Also fair price shops are a major source of food 
articles consumed by public. 

No _a~tion was taken by Government against the DHS for defying the orders of 
.. DGH.;5 as of May 2000. 

(v) Shortfall in sample collection by Mobile Vigilance Squad (MVS) 

TheJhree Mobile Vigilance Squads collected a total number of 1486 samples 
during 1995--2000 as shown below. 

1995-96 81 171 88 
1996-97 87 120 104 311 
1997-98 90 107 80 277 
1998-99 106 111 107 324 
1999-2000 96 35 103 234 

No specific target was assigned to the Food Inspector of Mobile Vigilance . 
Squad. The Chief Food Inspector of MVS was however required to bestow 
special attention as per GovernID-ent orders, for collecting of samples from the 
Municipalities where there was no Food Inspector. Under the jurisdiction of 
MVS, Ernakulam, there were 11 Municipalities without any Food Inspector. 
Collection of samples from the above Municipalities was only 169 during . 
1995-2000 and not even a single sample was collected from 7 Municipalities 
in 1999-2000, 2 Municip&ffties in 1998-99, 5 in 1997-98 and one each in 
1995-96 and 1996-97. ·Thus, large areas were going without testing of any 
samples. 

3.LJO Pe1formance of Analytical Laboratories 

(i) Underutilisation of the capacity of laboratories 

The Regional Laboratory is headed by a Government Analyst. Samples 
collected under the PF A Act, dietary articles collected from various Hospitals, 
drinking water collected from water supply schemes, effluent samples 
collected from industrial concerns, chemicals used for water treatment, 
samples relating to food poisoning cases, food material supplied through Civil 
Supplies Corporation, imported and exported food materials and private 
samples are being analysed in the Laboratories. 

The three Analytical Laboratories in the State were equipped to test 18 
thousand samples each per annum. Scrutiny revealed that due to low collection 
of samples the capacity of the laboratories was poorly utilised (41 to 51 
per cent) during 1995-2000 as below: 
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1995-96 54000 

1996-97 54000· 

1997-98 54000 25256 9246 47 17 

1998-99 54000 24524 7438 45 13 

1999-2000 54000 27655 6612 51 12 

(ii) Inadequate facility for testing 

Audit scrutiny revealed that the facilities for testing in the laboratories were 
grossly inadequate and thus new techniques for adulteration and the use of 
new adulterants had little chance of detection. Parameters like metals, 
arsenic, lead, heavy metals, copper, chlorine, mercury, cadmium required to be 
tested in food items• were not undertaken due to absence of equipment like 
Atomic AbsorptiOn ·Spectrometer. Despite . this, DHS failed to utilise 
Government of India funds (Rs 24.22 lakh) as well as State funds (Rs 11.89 
lakh) earmarked for the purchase of equipment for strengthening of 
Laboratories in the State during 1995-2000 due to non-receipt of Government 
sanction. 

It was also noticed that· perishable items like vegetables, fruits, fish and fish 
products, meat and meat products; bread, toasts, cake and allied products, 
prepared food etc., were not analysed for want of storage facilities and· cold 
storage. No remedial action has been taken to rectify the situation as of May 
2000 . . 

·The bacteriological testing of water was limited to only the colifonn type of 
organisms. The tests for identification of pathogenic bacteria that causes 
cholera, typhoid, etc. were not conducted due to lack of necessary equipment. 

Thus, due to failure of the Government to equip the laboratories the required 
tests for detection of contamination were not conducted and therefore control 

. . 
of adulteration/impurity of potable water was totally inadequate. 

3.1.11 Pe1formance ·of the department relating to processing of prosecution 
cases. 

(i) Analysis of prosecution cases filed against the def?-ulters during the 
last 5 years in respect of Circle Offices/Mnnicip~lities test checked revealed 
that in 50 per cent of the cases disposed, the accused were acquitted. 

(ii) Non-filing of prosecutiOn cases · 

On a test check of 8 Circle Offices and 6 Municipalities it was seen that 
prosecution cases were not filed in respect of five cases in Kallam 
Municipality. ev~n though analysis of the samples"* tested were found 
adulterated. The Municipal Secretary stated that the prosecution cases were 

** Chilly powder, Gingelly oil, Pasteurised toned milk, Sterilised cream & Dried ice cream 
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not filed for want of important documents. The reply was not tenable as the 
reports of analysis were received during July 1994 to September 1998. No 
action was taken by the controlling officer against the officers who failed to 
launch prosecution. 

(iii) Delay in prosecution cases 

Food Inspector can take samples of food articles after giving notice of his 
intention to have it analysed to the person from whom the sample is taken and 
send it for analysis to the Public Analyst. If the sample is found to be 
adulterated, the Food Inspector is to institute the prosecution against the 
offenders within 15 days from the date of receipt of analysis report from the 
Laboratory. Test check of 250 prosecution cases, revealed delay of more than 
5 years in 2 cases and the delays ranged from 1 month to 60 months in 178 
cases. DHS took no action to investigate the delay which was attributed to 
paucity of funds and delay in completing the enquiry. 

(iv) Government intervention in stalling prosecution cases 

Though Government was expected to take stringent action. against the 
offenders of adulteration, in the following two offices Government directed 
Food Inspectors not to file prosecution cases/direct the APP to withdraw the 
case from Courts:-

I.Mobile 4.8.93 
Vigilance@ Squad, 
Ernakulam 
Brewed Vinegar 
Skimmed Milk 22.3.94 

2. Food Inspecto 
Kochi Circle, 
Gingelly Oil 11.3.99 

5.8.93 

23.3.94 27.4.94 

11.3.99 12.4.99 

3.1.12 Delay infonvardingjudgements 

Case was not filed on direction (27.11.93) from 
Minister of Health. After 5 years Government gave 
clearance but the case has not yet. been filed (May 
2000) 
Though a prosecution case was filed on 16.5.94 it 
was withdrawn subsequently by Assistant Public 
Prosecutor on Government direction. 
Case was filed on 14.7.99. The Food Inspector was 
directed (20.7.99) by the Additional . Secretary 
(Health) to stop filing of prosecution till a final 
direction was received from Government. The case 
has not been filed so far (May 2000) 

. The Food Inspectors were to obtain copies of judgements in acquitted PF A 
cases and send them promptly to Chief Government Analyst (CGA) at 
Thiruvananthapuram for examining the scope of filing appeal within 15 days 
from the date of judgement. This was not done by the Food Inspectors and 
there was inordinate delay in forwarding judgements. In one case"' judgement 
pronounced on September 1998 was forwarded to CGA only in May 1999 . 
. The CGA observed that the time limit for filing appeal was already over and 

® Malankara Food Products, Pattom. 
#Concerted Food Products Company, Angamaly. 
$ Maveli Store No.2184, Kumbalam Panchayat. .. 
*CC 858/94 filed by the Food Inspector, Kozhikode Corporation 
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. suggested to the DRS that strict instmctions should be issued to the Food 
Inspectors and Local' Health Authorities. No such instmctions have been 
issued .. (May 2000). 

3.1.13 Inadequate trafriing facilities 

The analytical staff were not given periodical training to enable them to keep 
abreast with the latest methods of analysis. It was observed that employees 
were not drafted even for training programmes funded by WHO. 

N~ "machinery existed in the Depaitment to impart training to Foocl Inspectors', 
in technical _and legal matters and information regarding judgement· 
pronounced in vari01is, Courts in and outside the State was not given to them. 
No training facilities were in place for the enforcement wing except the 
statutory training for 3 months given at the time of induction, 

Conclw~ion 

The review revealed that enforcement of PF A Act in the State was poor 
mainly due to vacancies in critical cadres for long periods, non-availability of 
funds fCw collection of samples and laboratories remaining ill.:.equipped. 
Inspection of FCI godowns and fair price shops were not conducted- in spite of 
a specific direction by DGRS to do so. The performance of the department in 
prosecuting offenders was dismal. DRS was not involved in any of the PFA 
activities like planning, control, enforcement and monitoring resulting m 
ineffective impiementation of the provision of the PF A Act. 

:_ . . I .. - . - ., . - - .· . · .. 

The above points were reported to Govemmentin June 2000; reply has not 
·been ·received (November 2000). 
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Highlights 

For Kerala, a State with a high population density, environmental pollution is 
a great hazard affecting the lives and living conditions of people. Kerala State 
Pollution Control Board. (PCB) constituted in September 1974 is the agency 
entrusted with enforcement of statutory provisions for protection of 
environment, control of pollution and iniprovement in quality of water 
sources. 

· The review has revealed that enforcement of provisions of the Acts/Rides 
. relating fo water pollution had not been effective due to several factors like 
reluctance to invoke the legal provisions of the Act, lack of monitoring and 
supervision, failure to conduct comprehensive surveys of polluting units in the 
State, absence of co-ordination between the Board and the licence granting 
a.uthorities and lack of adequate manpower and laboratory facilities. 

·'· '· 

[Paragraph 3.2.5] 

[Paragraph 3.2.6 (i)] 

[Paragraph 3.2. 7 (ii)] 

[Paragraph 3.2.7 (v)] 

[Paragraph 3.2.7 (vii)] 
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·[Paragraph 3.2;9 (iv)} 

[Paragraph 3.2.9(v)]. 

[Paragraph 3;2.9 (vi)] 

; ~ . ' [Paragraph 3.2.llI 

[Paragraph 3.2;13] 

32.1 Introduction 

Protection of environment which includes water, air, land and water quality 
management are governed by the provisions of Environment (Protection) Act 
1986 (EP Act) and the Water (Prevention and Control of Pollution) Act, 1974 
(Water Act) as amended from time to time and the Rules framed there under. 
There are 44 rivers, 30 backwaters and 3 fresh water lakes in the State. The ) 
major _polluting industries included chemical, fertiliser, ceramic, metals and 
·minerals, distillery, sea food, pulp and paper, pharmaceutical etc. According 
to the inf01mation available with the State Pollution Control Board, 12 rivers · 
(27 per cent), 3 back waters (10 per cent) and 2 fresh water lakes (67 per cent) 
were polluted. HowevC'.r, a comprehensive survey to assess the environmental 
status of all the water bodies is yet to be done by the Board. A list of major 
polluting industries and affected water bodies is given in Appendix XIX. 
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3.2.2 Organisational set up 

At the Government level, the Depaitment of Science, Technology and 
Environment. (STED) .· was in overall charge of environmental matters 
illcluding policy issues on environment and abatement of pollution. The other 
departments and agencies responsible for environmental matters included 
Forest and Wild Life, Irrigation, Local Self Government, Health; Motor 
Vehicles and the State Committee on Science, Technology and Environment 
(STEC). The Kerala State Pollution Control Board (PCB) which is the main 
regulatory body under the Water Act has been placed under the administrative 
control of the Health and Family Welfare Department. A proposal to bring the 
Board under the STED, as is the case in other States, was pending with .the 
State Government. 

The Board consists of the Chairman, Member Secretary and5 official and 10 
non-official members with Headquarters at Thii:uvananthapuram. 

3.2.3 Audit Coverage 

The working of the PCB was reviewed earlier for the period 1989-90 to 
1994-95 for the Audit Report (Civil) 1994-.95. The Report has been discussed 
by the PAC in November 1998. The recommendations of the PAC are 

· awalted (October 2000). Implementation of-Acts and Rules in relation to 
prevention, control ·and abatement of water pollution was reviewed during 
December 1999 to April 2000 with reference to the records of Government in 
the Department of Health and Family Welfare, .PCB Head Office 
Thiruvananthapuram, four Regional Offices*, Central Lab, Kechi, district 
offices. at Kollam, Alappuzha and Palakkad, STED and STEC, 
Thiruvananthapl.lram for the period from 1995-96 to 1999-2000. It was 
observed that most of the defects and irregularities pointed out in the earlier 
review, viz., inadequate coverage of industrial units under consent regime, 
shortfall in inspections and monitoring, non-execution or delay in execution of 
Central and State study projects, arrears in the collection of water cess, etc., 
continued to persist even now. The audit findings are given in the succeeding 
paragraphs. 

3.2.4 Budget and expenditure 

The details of funds received from State/Central Governments and expenditure 
there from during 1994-95 to 1998-99 were· as under: 

*. Thiruvananthapuram, Kottayam, Kochi and Kozhikode. 
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1994-95 3.92 1.60 

1995-96 4.69 L60 

1996-97 4.66 1.75 

1Q97-98 4.53 0.50 

' 1998-99 ·. '3.53 1.75 

No comprehensive 
survey was conducted 
in order to ascertain 
the polluting agencies 
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0.25 , o.41 
I 

0.25 1.60 0.32 '6.50 o.~3 1.51 0.07 .1.81 4:69 

0.25 1.60 0.25 Q.21 0.12 6.87 0.90 1.17 O.i4 2.;21 4.66 
I 

. 0.25 1.75 0.25 '0.21 0.04 6.91 LOS 1.16 0.17 2.38 4.53 

0.25 '0.50 0.52 0.47 0.43 6.45 1.7~ 0.88 0.25 2.92 3.53 

0.25 1.75 0.92 i 0.52 0.27 6.99 1.831 0.88 0.14 2.85 4.14 

The Board had an average cash balance ofabove Rs 4 crore every 'year. Plan 
funds of Rs 2.77 Crore (56 per cent of total telease) which remained unutilised 
at t:Pe end of Mardi 1997 were either diverted for non-plan expenditure or 
retained in Treasury Public Account (TP A). of the Board. · . : . . 

3.2.5 .. (Jap in cove1;age of highly polluted i!tdustrial areas 

As required under the Water Act, the Board was required to cover the various 
polluting -agencies iike Industries, Local· Bodies (LBs ), Ker~la Water 
Authority (KW A), hospitals, slaughter houses etc;, under its consent regime*, 
but it did not conduc,t a comprehensive survey in the state in order to identify 
the various sources of pollution. Instead it concentrated mainly on the limited 
area of industrial pollution. 

' ' 

Out of 2.17 lakh 
industries only 2250 
was identified as 
highly polluting 

_pven in this area, the coverage was .confined to industries whith applied for 

. 'industrial units and 
· 1383 brought under 

consent 

consen_t on their; own. or about which complaints were raised by individuals or 
Non-dovernrrientai Organisations (NGOs) through petitions to the Board.or to 
the courts of law. Of 2.17 lakh industries® registered in the state as of March 
1999 the number of units identified by the Board as high~y polluting industrial 
units and brought under consent as 'per Water Act was 22~0 (1 per cent) and 
1383 (0.64 per cent) respectively. Government stated (September 2000) that 
the Board ha~ identified 300 highly pollu.ting large and medium industries and 
covered them under :consent regime. It was further stated that in respect of 
small scale sector the ;Board had identified' 20000 units from which 'an 
inventory of air and water polluting industries was under preparation. 

The Board, however, admitted that the units were identified through a random 
survey. Clearly the Board's identification of polluting industries was flawed 
and was not done after assessing the pollution potential of all the 2.17 lakh 
industries. The State Government had instrrtcted (October 1998) the LBs. to· 
insist on consent from the Board before granting licence/permits to highly 
polluting industrial units. But it was rioticed: that the local bodies did not 
comply with the-illshuction of the·State Government and the Board failed to 

'~Consent is a kind of a permit or license to be obtained by pollution significant units from the 
Pollution Control Board. 

@Major 5247, Medium 12024, Small scale 199827 
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Local bodies granted 
Hcences to highly 
polluting industiriall 
·ma.its witho.ut 
iD.sisting on consent 
from PCB 

Even in cases of 
complaints from 
publi.c, PCB did not 
take effective follow 
up action· 

bring this to the notice of the Government. Consequently, the Board could not · 
ensure that all the licensed units with pollution potential were brought under 
the consent regime. · 

A test check of 560 licensed units in 4# LBs in Ernakulam District revealed 
that these LBs had issued licence to 18 highly polluting industrial units during 
October 1998 to February 2000 without insisting on consent from PCB. Only 
8 out of these 18 cases had been granted consent by the Board. Grant of 
licence by the LBs withoutinsisting on the consent requirements rendered the_ 
implementation of the Act ineffective. Government stated (September 2000) 
that remaining 10 would be brought under consent. It was also stated that the 
State Government was taking steps to amend the Panchayat and Municipal 
Acts to make clearance from PCB a prerequisite for issuing licence. 

3.2. 6 Failure to_ enforce statutory provisions for abating/preventing 
pollution 

(i) _ There were public complaints (August 1997) against the Medical 
college Hospital, Alappuzha regarding discharge of untreated waste water into 
canal and unscientific management of solid and biomedical wastes. Though 
the Board authorities inspected the hospital (September 1997 and December 
1998), found the complaint true and issued notices to the hospital, no effective 
follow up action was taken. The hospital continues to discharge pollutants in 
the canal. 

Kappithodu in Ambalappuzha Taluk (Alappuzha district) which was preserved 
at one time as a fresh water canal, was turned into a receptacle of liquid and 
solid waste from over 100 fish processing units, on its banks functioning 
without consent and the new Medical College Hospital complex nearby. The 
pollution level in the canal was so high that in January 2000 about 33 school 
children fell unconscious due to inhalation of toxic emissions from the canal. 
It was noticed that only after this incident, the Board issued notices to these 
units in March 2000. No further action was taken. 

(ii) Failure in water quality assessment of rivers and lakes 

(a) The Board conducted water quality st_udies in respect of 12 out of the 
44 rivers in the State under National River Action Plan (NRAP) (10 rivers in 
September 1997) and Inda-Dutch Project (12 rivers in December 1999) which 
revealed high concentration of faecal and total coliform bacteria in different 
stretches of all the rivers. In respect of the remaining 32 rivers even a water 
quality assessment was not undertaken as of April 2000. 

(b) At the instance of the Committee on Environment of the Kerala 
Legislature (February 1993)the Board.monitored the water quality of the fresh 
water lake at Sasthamcotta, which is the source of drinking water in Kallam 
town, during June 1993 to March 1995 and found the presence of colifonn 

_bacteria in the range of 130 to 16000 MPN/l 00 ml of water as against the 
. 1a,~~ptc,t~~Y · l~vel of 50 MPN/100 ml. Though the committee made several 

J • ;_ r ( .• • #' \' r . . 

· " Kochi Corpq,ration, Aluva Municipality and Aroor and Kodungalloor Panchayats 
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ofCPCB for 
prevention of 
surface/ground water 
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recommendations regarding prohibition of discharge of pollutants into the lake 
_ and also· identified ·polluting agencies such as local bodies, Kerala Water 

Authority, hospitals etc., no action was initiated by the Board as of September 
2000. 

(iii) Non-compliance of CPCB directives 

The CPCB in August1997 directed the. State Board to prepare an inventory of 
· the slaughter houses· in the State in order to regulate the waste disposal 
therefrom under _the 1Water Act The Board addressed (October 1997 and 
January 2000) all the three corporations, 55 municipalities and the Director of 
Panchayats. As of March 2000 only seven municipalities responded, of which 
only five had authorised slaughter houses and none was brought under consent 
of the Board. No Grama Panchayat responded to Board's enquiry as of April 
2000. Board failed to take effective follow up action and consequently the 
untreated waste disposal from the slaughter. houses and consequent pollution 
continued to be unregulated. Thus, the Board did not make any sincere efforts 
to implement the directions of CPCB. 

As per GOI guidelines, all the shrimp farming units with more than five 
hectares. were to set apart 10 per cent of the area for waste stabilisation pond 
and farms with mote than 10 hectares were required to obtain the consent of 
the Board. Such units were not ·identified as of May 2000 for ensuring 
compliance of the Central guidelines. 

3.2.7 Ineffective e~iforcement 

(i) Shortfallbz Effluent Monitoring by the industries 

The consented industries were required to analyse the effluent samples at 
prescribed intervals and subrnjt: periodical Effluent Monitoring Reports (EMR) 
to the Board regarding the quality of treated effluents d_ischarged by them as 
per consent conditions. In respect of 80 industries test-checked in two 
Regional Offices and two District Offices, the number of EMRs received 
during 1995-96 to 1999-2000 was only 617 (21 per.cent) as against 2900 due, 

· the annual shortfall being in the range of 53 to 91 per cent. There was no 
. mechanism in the Board for watching .the. receipt of EMRs. Further, the 
statements received were not reviewed and the variations in the sample 
analysis results with those done by the PCB labs. were not considered for 
follow up action. Thus, the mechanism remained almost non-operative. The 
Board stated that the EMRs were meant for self correction by industrial units 
and the Board relied on its own monitoring reports. The receipt of EMRs 
could not be watched and followed up due to lack of man power. The fact 
remains that the Board failed to notice cases of factually incorrect reports and 

; initiate action against the concerned units. · , 
. . I 

. . . 

, i(ii) · Heavy shortfall in, inspections 

Huge shortfall in · · · 
conducting inspection The.,}?oard was also required to enforce the prescribed effluent standards by . 
of,industrial units.for .· monitoring the .effluent quality through inspection and sampling in the units at 
monitoring effluent:.. . prescribed . intervals. The Ministry of Environment and Forest, GOI~ · ·in 
standards 
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September 1988 stipulated that all the consented industries should be 
· categorised into red, orange and green depending on pollution potential and 

inspected at monthly/six monthly/annual intervals. The Board did not 
implement the directive as of March 2000. Instead, the Board fixed a schedule 
of its own (1994) according to which large, medium and small units were to be 
inspected at monthly, quarterly and annual intervals respectively without 
reference to their pollution potential. A test check of records relating to 418. 
industrial units from 1997-98 to 1999-:2000 in four regional offices and three 
district offices however, revealed that only 239 units (60 per cent) were· 
inspected by the Board according to this.schedule. In respect of theremaining 
179 industries, 79 to 82 per cent was not at all inspected. Government stated 
(September 2000) that the CPCB instructions were in the nature of guidelines 
and were not mandatory nor was it practicable in Kerala with inadequate staff. .· 
The reply was not acceptable because as per section 18 of the Water Act, the 
directions of CPCB were binding on the State Board. 

(iii) Ineffective follow up of sampling results 

Consent was granted by the Board to industries having E_ffluent Treatment 
Plants (ETPs) or. to those without ETPs on condition that ETPs should be 
installed by them within the time-frame pr~scribed. In the event of non
installation of ETPs/non-achievement of effluent standards, the Board was .to • 
issue notice to the defaulting industries to adhere to the condition, failing 
which directions to stop discharge/clo~e down the industries should have been 
issued. 

It was, observed that the enforcement of consent conditions was ineffective, -
rendering the efficacy of the consent system questionable. The consented 
industries were required to achieve the effluent standards prescribed within a · 
period of one year or even a· lesser period, if so· specified by the Board. 
However, even after 14 ·years of fix:ation of effluent standards several 
industries ·including grossly polluting industries were found to be non-

. complying as of Marc;:h 2000. A test.check 'of the effluent sample analysis 
results in resoect of 71 industries belonging to 12 districts revealed the 
followin.g: 

(a) Six industries which were granted (1991-98) consent on condition of 
commissioning the ETPs by specific dates between May 1991 and June 2000, 

1. ' did not install ETPs till date (April 2000). Of the above, Travancore Titanium 
1 

Products Limited had b~en working without consibnt since January 1996 and 
Vysali Pharmaceuticals since January 1999. All units had'heen discharging 

., efflu~nts into water bodies without any· treatnierii There was 2 to. 9 'years. 
:o----.__

1
_ .'· d~lay '.;1.1 the installation o~ ETPs by these units.' · 

• .,. I ' 

.\ 

.· In respect of 15 units the ETPs installed wert:( not working properly. In respect .,, . . . 

prescrilbet! by PCB., ' 
r ~hilie 1~ranting · ' 
, tonse:nt to industries 

., . / n6·t complied. ~ith. · ·· 
, · ~·- Nb ~ctiion. taken, · 

of 11 units, where ETPs were found irradequat~, the directions of the Board to 
augment the, ETPs were not complied with as of March 2000. Six units were 
maintaining unauthorised outlets over and abd\'e the authoiised ones. In 

. ;· '-ao0ai~si: n.ori·· ·· . I=> • . , I ,, 

· '· 'complying units 

. respect of four units which were ., authorised under eons'ent c.6nditions to 
discharge treated effluents into land for irrigation 6~ percolatiori, complaints· 
were received by the Board froin the aggrieved: p'artje~ r~garding/unauthorised 
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discharge into water bodies. In respect of 2 units, the ETPs were found by the 
Board to be operated only partially. Inrespect of 7 units consents or renewals 
applied for were refused due to non-compliance of directions and these units 

- · were_ operating without consent. Thus, the Board failed to invoke the legal 
- ' - . I 

pioyjsions of the Act against the defaulting units. 

(b) .. , None of the units test-checked confmmed to the effluent standards 
presc'dbed in respect of all the parameters at any time. In the test checked 
cases concentration ! of different parameters including toxic ones like heavy 
metals, free ammonia, ammonical nitrogen, Kjeldahl Nitrogen, sulphide, 
fluoride etc., were fbund to be vei·y high in the samples analysed. . 

It was also ·observed that enforcement of the provisions of the Act by the 
Board in respect of tl1ese 7Lnon:.complying units was confined to issuing of 
directions to install ETPs (6 units), restore standards through rectification or 

" --- augmentation of ETPs (1 r units), operate the ETPs in full (15 units) and mere 

Assimilation capacity· 
of water bodies not 
ascertained while 

- ' 
granting consent to 
44 fish processing. 
units in Alappuzha 
district 

letters to restore standards (39 units). However, failure lay in the Board in 
- non-follmving of the matter and take acti~n against the 71 non-complying 

units. 

iv) Seafood industries 

According· to Environment (Protection) Rules 1986, effluent standards in 
respect of three parameters were prescribed for seafood industry (BOD, SS & 
Oil and Grease). Out of 87 fish processing units (84 in Alappuzha, one·each in 
Kozhikode, · Thiruvanarithapuram and Kollam) under seafood industry, 
standards were fixed and intimated only in respect of 57 units. _In respect of 
the remaining 30 units no_ standards were intimated. Instead they were allowed 
to discharge effluents through screen and septic tank of retention capacity of 
24 hours and the overflow was to be directly pumped into water bodies. Also 
there was no unifo1mity in fixing standards _with reference to quantity of 
effluent discharged. : 

Under the EP Rules 1986 while pe1mitting the discharge of effluents into 
water bodies or land, the State Board was required to take into account the. 
assimilative capacity of the receiving water bodies so that quality of the 
intended use of the receiving water body was not affected. Where such quality 
was likely to pe aff~cted, discharges were not to be allowed into water bodies. 
However, it was observed that while granting consent to 44 fish processing 
units with an effluent generation of· 13 lakh litres per day, situated on the 
banks of the 1.6 Km long Chandirur Puthenthode (canal) in Alappuzha District 
connected at both ends to backwaters with flushing dependent on tidal waves -
only, no assimilative capacity study was conducted till date (May 2000). It · 
was noticed that five writ petitions filed(January 1995 to February 2000) were 
pending before the High Court of Kerala impleading the Board as one of the 
respo11dents in which the petitioners alleged that the fish processing units were 
violating the provisions of the Water Act and PCB failed to enforce the 

•provisions effectively. Government stated (September 2000) that a proposal 
for setting. up' a ·Common Effluent Treatment Plant (CEPT) was t1nder 
consideration of the District Agministration and the local body. 

_\ I 
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(v) Large industries 

Similarly in Kochi there were more than 71 large, medium and small 
industries concentrated on the banks of Periyar for which consent was issued 
by the Board. A test check of 23 large industries revealed that the effluent 
quantity authorised to be discharged was 1..74 lakh kl per day. However, this 
authorisation was issued. without taking into account the carrying capacity of 
the river, with reference to the combined load of the parameters contruned in 
the effluent discharged. The details of the quantum of the individual 
parameters (combined) in the effluent discharge are given in Appendix XX. It 
was also seen that the consented units were discharging . more quantity of 
effluent than authorised and the quantum of individual parameters was also 
higher than the standards fixed. The details are given below: 

Suspended solids 
2.- BOD 
3. COD 250 rncr/l 1200 - 24320 rng/l 
4. Nitrate as Nitrogen 3 10 - 20 mg/I 35.6 to 87.3 mg/I 
5. Phosphate 2 5 mg/I · 25.5 to 170 mg/I 
6. Oil & Grease 2 10-20 mg/I 310 to 9800 mg/I 

Six units operated unauthorised outlets to conceal discharge of untreated 
sewers. Board stated (June 2000) that as the average flow of the river at Aluva 
station was 26000 I/sec, the concentration of all the parameters would get 
diluted to levels far less than the tolerance limits. But the contention of the 
Board was not tenable. Two massive fish kills in the river occuned in 
June/July 1998 due to high concentration of pollutants, which the river could 
not assimilate. Analysis of river water samples by the Pollution Control Board 
from 12 points in the river involving 3 major units* on 8 July 1998 disclosed 
concentration of Ammoniacal Nitrogen at 12 to 24 mg/las against permissible 
limit of zero, free Ammonia 0.722 to 2.08 mg/l as against a limit of 0.05 mg/I 
(for fisheries) and dissolved oxygen at 0.73 to 3.73 mg/I as _against the 
minimum of 4 mg/l (for fisheries). In the report submitted (November 1998) 
to the High Court of Kerala the. Board admitted that proper dilution and 
dispersion of effluent was not taking place during summer days because of 
less rate of flow and obstruction of flow due to bund constructed across the 
Bloor branch of the river for preventing salinity intrusion. 

(vi) Failure to initiate action against grossly polluting industries 

In terms of the decision of the National River Conservation Authority, CPCB 
directed (July 1997) the State Boarµ to prepare a list of grossly polluting 
industries and instrnct them to conform to the effluent standards by 15 October 
1997, failing which, notice of closure should be served on them. The cut off 
date was later extended to 4 November 1997. Of 36 such industries listed 
(August 1997) by the Board 4 distillery/sugar units were either closed down or 
stopped distillation. Regarding· the other 32 units the Board sent 4 status 

FACT (Cochin Division), Hindustan Organic Chemicals Ltd, Cochin Refineries Ltd. 
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reports during September 1997 to July 1998. Test-check of analysis of samples 
of these industries revealed that no industry achieved the standards in respect 
of the various parameters in full at any time before or after November 1997. 

(vii) · Reluctance to i.nvoke statutory powers against erring units 

Audit scrutiny revealed general disinclination and reluctance on the part of the 
Board to launch prosecution againstnon-complying units. During the 21 years 
from 1979 to 1999, the number of prosecution cases launched by the Board 
was only 67, the average being 3 per annum. But there was no abatement of 
pollution by various agencies like industries, local bodies, hospitals etc., as is 
evidenced by the 707. petitions (650 in Kerala High Court and 57 in lower 
courts) filed as of December 1999 by individuals, NGOs, etc., impleading 
PCB as one of the respondents against violations of the EP Act, Water and Air 
Acts ofwhich 479 (442 in High Court and 37 in lower comis) were pending as 
of December 1999. According to the Board lack of manpower to cope up with 
the long drawn out· court proceedings and absence of environmental courts 
suggested by the Apex Court were responsible for the low incidence of 
prosecution cases. 

.. ' 

3.2.8 Environmental laboratories 

. (i) Inadequacy of equipment 

Test check of the records of seven out of 9 Laboratories under the Board · 
revealed that 15 items of important equipment were either unserviceable or 
awaiting repairs/replacement as of March 2000 for periods ranging from 
4 months to 9 years as shown in Appendix XXI. 

''. 

Similarly, 15. items of essential equipment like AAS, Sample cooler, G.M 
Counter, portable pH meter etc., were not supplied to the laboratories so far 
though sufficient funds were available with the Board. 

(ii) :Non-compliance with standards of analysis 

It was noticed that large number of the effluent/water samples collected by the 
engineering. staff were handed over to the laboratories after a gap of one . to 
9 days after the prescribed· period for testing the sample was already over. 
Parameters like pH; DO, Residual chlorine etc., were to be analysed oh the 
spot. But out of 418 .lndustries test-checkedin seven offices, spot analysis of 
pH was done only in the Regional Office, Emakulam in respect of four cases. 
High pH count (IO-alkaline) found on spot analysis was found to be much 
lower (1.4 to 5) (acidiC) in lab analysis (FACT Ltd & TCC Ltd). 

(iii) · Insufficient coverage of sampling 

Coverage under sampling was also not uniform or regular. A scrutiny of the· 
sample analysis register in the Labs revealed that in the District Office, 
Kollam, no sample was collected and analysed in respect of 35 out of 94 
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consented units during November 1996 to February 2000. In the Regional 
Office, Thiruvanantbapurarn no ampling wa done in respect of 4 J out of 13 l 
consented unit . 

(iv) Private laboratories 

Under the provision of the Water Act, the Board had granted licence to 16 
environmental 1aboratorie maintained by private agencies (commercial) and 
14 by the major industries themselves (non-commercial). 

A comparison of the sample analysis reports of the licen ed commercial and 
non-commercial Laboratories ubmitted along with the Effluent Monitoring 
Reports (EMR) of industries with tho e of the PCB Labs on the ame date , 
nearby dates or in the same month in respect of 11 units revealed that all the 
re ults of the former were weJl within the pre cribed limit while those of the 
latter exceeded the prescribed standards except in rare cases as shown in 
Appendix XXII. However, despite uch discrepancies, the reports were 
accepted in the Technical Wing of the Board. 

3.2.9 Water Quality 1'1a11agem e11t 

Zoning and cla sification of water bodies was to be done through regular 
monitoring of water quality under the centrally ponsored projects of Global 
Environmental Monitoring System (GEMS) and Monitoring of Indian 
National Aquatic Resources (MINARS). Though the data was being collected 
by the Board through the monitoring stations, it wa not put to any use by the 
Board and sent to Central Board, as received. 

(i) Rivers 

A test-check of water quality monitoring data in respect of 4 out of 12 rivers 
monitored (Periyar, Chithrapuzha, Karamana and Chaliyar) for the period 
J 986 to 1998 revealed that there was shortfall in monthly sampl ing, the extent 
of h01tfall being in the range of 18 to 42 per cent. 

Regarding water quality, out of 5 parameters analy ed (BOD, pH, DO, 
Chloride and Total Coliform) Total Coliform was found to be increasing from 
J 40 - 1600 MPN/100 ml in 1986 to 500-2200 MPN/ I 00 ml of water in 1998 as 
again t the standard of 50 MPN (for drinking after disinfection) and 500 
MPN/100 ml for outdoor bathing. However, in Peppara Dam Section of 
Karamana river it came down from 300 MPN/100 ml in 1993 to 110 
MPN/100 ml in 1998. In two station at Thevara Section of river Periyar, 
concentration of chloride registered an increase from 40-12100 mg/I in 1995 
to 10500-12500/mg/l in 1996. 

However, the Board had not formulated any action plan for prevention, control 
or abatement of pollution in these river bodies in consultation with the State 
Government, local bodie , industrie etc. 
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(ii). Back waters 

There are 30 backwaters in the coastal zone of the state and Board undertook 
the ·plan ·scheme of backwater quality profile during 1992-98. Though the 
studies had been completed, final report was still pending (March 2000) .. 

· (iii) Ground Water Monitoring 
I 

Ground Water Monitoring· studies conducted (1994) in seven stations in 
. ',_ Greater Cochin area disclo'sed that pH, and concentration of coliform bacteria, 

BOD, chloride etc., were beyond tolerance limits in six ·stations. In two 
stations (Bloor and :Mattanchery) well water was unfit for drinking and 
irrigation. In respect of the remaining four. stations water could be used for 
drinking and irrigation only after disinfection and addition of lime. Board had 
not passed on this : significant information to the. State Government or 

KWA ignored PCB's 
showcause, legal 
notices and continued 
to pollute river Killi 
and Parvathi 
Puthanar by 
discharging 
untreated sewage · 

Travancore 
Dev~swam Board did 
not comply with PCB 
directions· 

. concerned local bodies. As a result the population was exposed to the hazards 
.of drinking unpotable water. · 

. (iv) Pollutioiz of river bodies by Kerala Water Authorityo. 
. ., . . 

The Board has not conqucted any comprehensive study on the extent of water 
pollution created by various local bodies like Municipalities, Corporations and· 
KWA. . . 

In Trivandrum City, KWA has been maintaining a sewage system from 1945 
onwards covering only 30-AO per cent of the popul_ation. The 40 million litres 
of sewage generated per day is pumped into the sewage farm at Muttathara 
(maintained by the Dairy Department). A fann of 82 acres . which was 
inadequate to assimilate the sewage pumped through 9 pumping stations had 
been granted consent of the Board upto 2001. About 50 per cent of the sewage 
overflowed and got directly discharged into the river Killy and Parvathy 
Puthanar. The Board's dfrections since May 1987 to the KWA for installing a 
treatment· plant has not been complied with. Analysis by the Board of the 
river water as well as .well water on the river banks used by public for drinking 
and washing disclosed high concentration of faecal Coliform ranging from 
5000 MPN to 1.6 lakh MPN/100 nil as against the standai~d of zero in drinking 
water and 500 · MPN/100 inl in bathing water. ·· The pollution continues 

· unabated. The Board stated· that no prosecution case had been filed against 
Kerala Water Authority as a public interest litigation (August 1995) was 
pending before. the High Court of Kerala. The reply was not acceptable 
because no stay order was passed by any court oflaw and nothing prevented the 

. Board from invoking the legal provisions under the Water Act against the 
KWA. 

(v) Pollution in River Pa·mba at Sabarimalao 

According to High Court directive (December 1996) the Board was operatfog 
a mobile laboratory flt Sabarimala during the festival season for analysis qf 
water samples. Directions of the Board in June 1999 and September 1999.to 
the · Travancore Devaswam Board to install a treatment plant to prevent 
pollution has not been complied with (March 2000). .. . 

61 



PCB failed to launch 
prosecution against a 
pollutingindustry at 
Veli fonctioning 
without consent 

Rs 55 lakh was due 
from KWA as Water 
Cess 

Ai1dit Report (Civil) for the year ended 311'vlarch 2000 
Ck¥#U5S?Gd?¥E Htt::litOili't I Ma:t:m:lW"~1o'\i£iEL..ifil'~iSff q; Ef 

(vi) Coastal ocean monitoring 

The Board had not monitored the water quality of coastal sea waters. The 
survey conducted by the Department of Urban Development identified 
four areas of potential concern (hot spot) on the Kerala coast viz. Veli; 
Neendakara, Kochi and Chaliyar estuaries and Kozhikode. According to the 
studies conducted in January 1999 by the Centre for Eaith Science Studies in 
respect of sea water near the shore (zero point) at Veli, Vizhinjam and Paravur 
the degradation of sea water quality at Veli was found to be very serious as 
Travancore Titanium Products (TTP), a major polluting industry at Veli, 
(functioning without consent since January 1996) had been dischai·ging highly 
acidic and untreated effluent to the sea shore, in violation of the condition of 
consent given emlier. In spite of continued non-compliance, the Board failed 
to launch prosecution against the unit as of May 2000. In fact the prosecution 
launched against the company in 1983 was withdrawn at the instance of the 
State Government Regarding the other spots, the Board reported (March 
2000) to CPCB that necessary action· was being taken by regional/district 
offices of the Bomd to ensure that only properly treated effluent was 
discharged into coastal arid mai"ine waters. However, the records of studies 
conducted by the Board on the sewer lines or drains leading to the 
coastal/marine water at the three spots and action taken to ensure the treatment 
of the out-fallings were not made available for audit scrutiny. 

3.2.10 Water Cess 

The Board was required to levy and'collect Water Cess from all industries and 
KWA drawing/consuming water from water bodies. A test-check in the Bomd 
Office revealed that as on 31 December 1999, a sum of Rs 70 lakh was 
outstanding towards arrears of water cess of which Rs 55 lakh was due from 
KWA. 

3.2.11 Research studies and projects 

(i) · Non~execution of Research projects 

Tl).ree centrally assisted schemes* of Research projects for which Rs 8.92 lakh 
had been received in 1995-96 (Rs 3 lakh) and 1997-98 (Rs 5.92 lakh) had not 
been taken up for implementation ·as of March 2000. Two State Plan 
Schemes# for which Rs 26.94 lakh was received during 1994-2000 have also 
not been taken up and the- amount of Rs 35.86 lakh is kept in TP Account. 
The reason attributed by the Board was lack of adequate .staff 

I .Study on heavy metals in Periyar, 2. Relation of TOC with BOD and COD with 
reference to industrial effluents, 3. Regional research for potentially toxic chemicals. 

# 1. R&D wing, 2 .. Studies on Land Pollution · . . . 
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(ii) Relative Toxicity studies 

. Government of India (MOE&F) sanctioned a project on relative toxicity 
studies and optimisation of bio-toxicity tests at a cost of Rs 8.27 lak:h to 
incorporate a condition of continuous bio-tox.icity testing of treated effluent . 
prior to disposal in the treatment systems of industries causing water pollution. 
PCB started the project in the Regional office at Kozhikode from February 
1996 and a report submitted to GOI in July 1998. It was seen that the . 
condition of continuous bio.:.toxicity testing of the treated. effluents prior to 
disposal by the industries was not incorporated in the relevant consents issued 
by the Board as envisaged under the project. 

3.2.12 ·Annual Reports 

Though the. annual r~port of the PCB for the year 1996-97 was finalised, it has 
notbeen submittedto the State Governmentas of September 2000 for being 
placed before the Legislature. Scrutiny of the earlier reports i"evealed that 
there was no mentioµ about the current status of environment therein~ · A 
separate environmental status report stated (August 2000) to have been 
prepared by the Board was yet to be submitted to the State Government. The 
preparation of Annual reports.for 199T-98 and 1993.:99 wasalso pending.with 
the Board. Thus the. process of reporting the. Board's activities to the 
Legislature was undermined. 

3.2.13 Manpower m<piagement 
' 

The total number of officers and staff in position in the Board as at the end of 
March 2000 was 210 as. against a sanctioned strength of 2()0, leaving 50 posts 
(Technical-9, Scientific ·_ 12 and Administrative - 29) vacant. The vacant 
posts were filled by provisional appointments from Employment Exchanges. 
Though the State Government decided (December 1987) to transfer the staff 
recruitment functions of the Board to the Public Service Commission, formal 
transfer was still pending (March 2000). Based on a Court order, the Board 
appointed 103 candidates on provisional basis. Of them 56 were still in 
position as of May 2000. The continuing stalemate in recruitment adversely 

. affected the functioning of the Board. No training could be imparted to these 
temporary employees. Even though many of the statutory obligations could 
not be perfo1med for want of adequate staff, the Board did not assess its 
manpower requirement and submit comprehensive staff proposals to the State 
Government. The ·• adequacy of the present staff structure remained 

· unassessed. 

3.2.14 Internal control 

No internal control mec~anism was evolved in the Board till September 1997. 
Huge shortfall in Repprts, Meetings and inspections introduced subsequently 
was noticed as given below. 
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Monthly reports from 9 field August 1998 - March 180 100 
offices 2000 
Half yearly progress reports from January 1998 36 3 92 
9 field offices December 1999. 

Quarterly meetings at Head October 1997 10 2 80 
Office March 2000 
Monthly meetings at Head Office January 1999 105 21 80 
@7 er month March 2000 
Surprise inspections December 1999 - 8 6 25 

March 2000 

The half-yearly reports received from field offices were not reviewed in the 
Head Office and no feedback communicated to them. Some of the important 
decisions taken in the officers' meeting in August 1998 like issue of closure 
intention . notice to non-complying units to be followed up leading to 
prosecution were not implemented as of April 2000. 

Surprise checks undertaken at the instance of CPCB in November. 1999 
reve.aled several irregularities like operation of unauthorised outlets, discharge 
without consent etc. Based on the findings of the squad, directions were issued 
to the jnspected units in Ja:nuary-Febmary 2000. Further developments were 
awaited (May 2000) 

3.2.15 Evaluation 

Despite more than 25 years of PCB's activity no external or. internal 
evaluation of the impact of its performance on environmental pollution had 
been conducted as of March 2000. 
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. Highlights . 

Governinent of lndih (GO/) has fonnulated various schemes aimed at 
alleviating poverty al1iong urban and rural poor, $UCh tis Nehru Rozgar 
.Yo}ana (NRY), Prime

1 

Minister's Rozgar Yojana (PMRY), Prime Minister's 
Integrated Urban Poverty Eradication Programme (PMIUPEP) and Swarna 
JayantiShahariRozgdr Yojana(SJSRY). The schemes now in implementation 

> • • I . J • • ·- . • 

are PMRY and SJSRY which came into existence from October 1993 and 
December 1997 resfiiectiveiy and the other two schemes, viz. NRY and 
PMIUPEP were meiJed widi .SJSRY. The review revealed deficiencies in 
identification of urbah,.:poor, delay in. release and short release of funds bY 

· State Government, administrative 'e~penses. in excess of prescribed Umi{ and 
non~achievementof ia~gets: · · . , ' .. ·. · 

. [Paragraph 3.3. 7] 

[Paragraph 3.3.8] 

[Paragraph 3.3.9] 

. ·-. . 
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· [Paragraph.3.3.13] 

3.3.l Introduction 

Government of India (GOI) had been implementing various schemes aimed at 
alleviating poverty among the urban and rural poor through provision of 
employment by giving necessary training -and financial assistance for setting 
up of.selfemployment ventures· and by providing wage employment. There 
were separate schemes for urban ahd rural poor. 

·The poverty alleviation schemes _under implementation since · 1989 were as 
under:· 

October 1989 to 
November 1997. 
Merged with 
SJSRYfrom 

· December 1997. 
From October 
1993 onwards 

100:0 

Scheinefor Setting up Urban Micro 
Enterprise (SUME), Scheme for Urban 
Wage Employment (SUWE). Scheme · 
of employment thrqugh Housing and 
Shelter U crradation (SHASU) 
Setting up Urban Micro Enterprise . 

Director of Municipal 
Administration. 
Kerala Urban 
Development Finance 
Cor oration· 
Director of Industries 
and Commerce 

Prime Minister's 
Rozgar Y oj ana 
(PMR!Y) 

>--~~~~~~--+-~~~~~~~+-~~~~~+-~~~~~~~~~~~~~--t-~~~~~~~~~-

Prime Minister's November 1995 to· 0:100 . 
Integrated Urban November 1997, 

Self employment through setting up 
micro enterprises. 

State Poverty 
Eradication Mission 

Poverty Merged with to Environmental improvement through 
basic physical amenities Eradication SJSRY from 

Programme December 1997 100:0. Shelter Upgradation ·· 
(PMIUPEP) 

Swarna Jayanti 
. ·shahari Rozgar 

Yojana (SJSRy) 

(Implemented in 9 out of 58 Urban 
Local Bodies in the State) 
Urban Self Employment Programme-. From December 

·· l997 onwards 
75:25 

· (USEP). 

3.3.2 Organisational set up 

Urban Wage Employment Programme 
(UWEP) 

State Poverty 
Eradication. Mission 

-_The Secretary, Local Self 'Government Department is the nodal officer for 
NRY, PMIUPEP and SJSRY at the State Level. . In the case of PMRY, 
s'ecretary,' Industries I)epartment w_as the Nodal Officer at the State Level. The 
programme was monitored by the Director of Industries and Commerce at the 

·State Level and the General Managers of District Industries Centres (DICs)at 
District level through State and District level committees. -

3.3.3 Financial Performance . 

The year-wise details of receipt of funds under different scheme-< during 1993-
94 to 1999-2000 were as under: 
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(i) NRY 

1993-94 449.14 157.19 606.33 
1994-95 • 209.38 135.11 344.49 
1995~96 ·154.60 99.50 254.10 
1996-97 149.25 99.50 ... 248.75 
1997-98 . 92.88 . 61.92 154.80 
Total. 1055.25 553.22 1608.47 

(ii) PMIUPEP 

1995-96 
1996-97 
1997-98 

. .Total 

(iii). SJSRY 

1997-98 202.99 67.66 270.65 

1998-99 377.09 125.70 502.79 
1999c2QOO 448.32 149.44 597.76 

Total 1028.40 342.80 1371.20 

(iv) PMRY (Training and Contingeni;:y) 

1995-96 
1996-97 
1997-98 87.36 
1998-99 87.36 . 23.23 110.59 . 

1999-2000 61.21 29.88 91.09 
....._ __ T_o_ta~l __ __,_ ___ 3_2_3._7_9 __ _,_ ____ 1_5_6._10-'-----~._ __ 47--'9_.8.:..,9-'-. ~""'-' ' .. 

3.3.4 Audit Coverage .·.·:.· 

Implementation of the programmes unde1; NRY/PMIUPEP/ PMRY and· 
SJSRY was reviewed during the period frotn 1995-2000 by scrutiny~ of the 
records/registers/accounts of the Directorate of Municipal Administration, 
Directorate of Industries and Commerce, ·State Poverty Eradication Mission 

· (SPEM), four* out ot' 14 District Indi1stries Centres, 15@ out of 58 Locai 
Bodies, Community ,Development Societies and also the Local Self 
Government Departmelit in the Secretariat. The results of review are brought 
out in the succeeding paragraphs . 

.• Kollam, Kottayam, Kozhikode and Thiruvananthapuram. 
®. Attingal, Badagara, Changanasseri, Kayamkulam, Kollam, Kottayam, Kozhikode, 

. . 

Nedumangad, Neyyattinkara, Paravoor, Punalur, Thiruvalla, Thiruvananthapuram, · 
Thodupuzha and Varkala. 
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3.3.5 , Flawed identification of target group 

For identification of the target groups, under PMIUPEP, SJSRY and NRY 
family income limit was to be less than Rs 11850 per annum; ·for PMRY it 
was Rs 24 thousand per annum. However,· in addition to income criterion, 
guidelines on PMIUPEP and SJSRY also suggested ce1tain non-economic 
parameters (risk .factors) viz. living condition, educational level, type of 
employment, status of children in a house for determining BPL families. The 
State Urban Poverty Alleviation Cell was given the option to determine risk 
factors based on the local conditions. 

In Kerala, income criterion was not considered for identifying Urban poor; . 
instead families satisfying any four of the following nine risk factors were 
identified from March 1995 as target group: 

I 

(i) Families without a house of their own 

(ii) Families without· potable water source within 150 metres of their 
residence 

(iii) Families having no primary facility like latrine 

(iv) At least one member in the family was illiterate 

(v) Tl:lere was only one earning member in the f~ly 

(vi) Families which could not have 2 meals a day 

(vii) Families having children below 5 years 

(viii) At least a member in the family was a liquor addict and 

(ix) ·The family belonged to SC/ST community 

Based on the above policy, urban BPL population was identified at 10.26 lakh 
in March 1995 which was half of the number (20.46 lakh) estimated in 1993-
94 by an Expe1t Group appointed by Planning Commission. It was also 
noticed that the applicants for loans under SJSRY included even persons with 
annual income between Rs 48 thousand and Rs 1.80 lakh as they could satisfy 
four risk factors. It was evident that identification of urban poor was flawed as 
income criterion was totally ignored. As a result, the possibility of ineligible 
families receiving the benefits of the schemes cannot be ruled out. State 
Government itself while issuing . the guidelines did take cognizance of the 
income criteria as an exclusion criteria, but it completely ignored this factor 
while issuing Community Development Societies (CDS) guidelines which 
prescribed non-economic criteria to be the only basis. Such drastic deviation 
from the ~entral guidelines resulted in the whole programme being 
implemented on wrong premise and as brought out by audit resulted in serious 
aberrations. Regretfully, this omission was not detected by the Central 
Government also who continued to fund the programme as per the agreed 
pattern. 
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3.3.6 Delay in release of funds under PMIUPEP 

PMIUPEP was lmder impleme.ntation during November 1995 to November 
1997 and it was merged with SJSRY with effect from December 1997. GOI 
provided funds undei the. scheme with the condition that the funds should be 
released toULBs along with the State share within one nionth of its sanction. 
However, there was delay ranging up to 9 months in release of funds to ULBs 
by SPEM during 1995-96 to 1997-98 as indicated below: 

1995-96 20.11.1995 263.20 247.13 28.03.1996 142.07 
26.06.1996 & 

6 to 9 
01.10.1996 .. 

1996-97 
12.02.1997 116.24 

218.26 . 26.03.1997. 218.26 26.03.1997 .Nil 
26.03.1997 70.00 

1997-98 18.08.1997 100.03 . 89.85 09.01.1998 89.85 22.06.1998 

Further, State share due for 1995-96 as per GOI sanction (October 1995) was 
Rs 2.47 crore against which the State Government had provided only Rs 1.42 
crore resulting in sh011 provision. of Rs 1.05 crore. The delayed release/short 
provision of funds by the State Government indicated the inability of the State 
Government to ensure that fopely assistance was given to the urban poor. 

3.3.7 Delay in implementation of SJSRY by ULBs 

The funds for SJSR Y were to be utilised within one year of the date of receipt 
of funds by ULBs. Though the funds were made available to the ULBs from 
July 1998, delay in starting the various components ·of the programme ranging 
from. 6 to 20 months was noticed in 7 out of 15 ULBs test-checked. 
Government stated. (November 2000) that the delay was due to some 

9 

difficulties and confusion experienced in the initial stages of implementation .. 
and also in view of the fact that the UP A Cell was having only a skeleton staff 
and hence the implementatfon could not be watched properly. 

3.3.8 Diversion of funds from Poverty Alleviation Schemes by ULBs 

The State GovernmenHssued (December 1994) orders for creation of 'Urban·· 
Poverty Alleviation Fund' (UP A Fund), by every Municipality for the 
implementation of urban poverty alleviation programmes.. According to 
Urban Poverty Alleviation Fund Scheme the funds received by the ULBs from 
Government or from other sources for the implementation of urban poverty 
alleviation programmes' was to be predited to the UP A fund. In addition, every 
Municipality was to contribute 2 JWY' cent Jf its estimated annual revenue to 
the Fund. The funds ·were to be rd ease . to the Community Development 
Societies for the implementation o·· the programmes. In twelve ULBs,. 
Rs 2.41 crore being 2 per cent of their revenue due to be credited to this Furid 
during. 1998-99 and 1999-2000, · was not so credited as detailed in 
Appendix XXIlI though Government directed (March 1999 and February 
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2000f the· ULBs to· comply with the tequirement. Govemi:nent stated 
(Novemb~r 2000) ·that the Di.rector of Municipal Administration had been 
directed to assess the dues to UP A Fimd by each municipality anci to adjl.1st the ' 
dues,].f any, from non-plan grants.due to ULBs . 

... ·- . - ' - .· - . '. ··--_ - ·. -· ··- :·_ --· . - :_· . : 

in three& ULBs test checked UPA fund to :the tune. ~f Rs 25.50 lakh w~s 
diverted for payment of salary to staff and repayment of loans taken by ULBs. 
No action has been taken against the offiCers who unauthorisedly diverted the 
funds meant for poverty alleviation programmes, The unauthorised diversion 
of fonds was without the knowlydge of Government and wasbrought to the 
notice of Director of SPEM by audit. . This indicated lack of monitoring at 

· State level. . · 

3.3.9 N01i~achievement of (argets under various sc;hemes 

(i) Prime Minister's Integrated· Urban Poverty Eradicatj,on Programme 

The scheme was i~ operation in 9 Municipalities from November 1995to! 
November 1997 and subsequently merged with SJSRY from December 1997 
onwards. Total allotment of funds and expenditure for the period 1995-98[ 
were as below: · · · 

Since GOI released assistance under PMIUPEP component-wise, the Stattb 
Government also was to ehsure. that expenditure was ·maintained component;
wise. The SPEM which· was implementing the scheme through various· loca~ 
bodies, could ii'ot furnish details of physical targets and achievements for audit 
scrutiny as the component-wise expenditure details were not available with the 
ULBs and the SPEM. As component-wise achievements were not maintained 
evidently implementation o~ the programme was not _monitored by the 

. . .. " " . , . I 

SPEM/UP A cell. A review of the utilisation of funds by the nine lcical bodie~ 
showed that the percentage of utilisation in two ULBs was less than 50 a~ 
shown below:- · · 

". - . -. & . 
Attingal, Kayamkulam and Punalur . . 

*The funds for 1997-98 was not.released to local bodies as the scheme was merged with· 
• SJSRY with effect from December 1997. The funds were distributed u~der SJSRY in June 

1998 only .. 
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39.18 42.70 81.87 62.74 77 
. Changanassery 39.18 42.70 81.87 73.86 90 
Kodungalloor 39.18 42.70 81.87 81.87 100 
Chittoor 

39.18 42.70 81.87 44.12 54 
Thathamangalam 
Ponnani 39018 42.70 81.87 61.30 75 
Payyanoor 39.18 42.70 81.87 40.08 49 
Taliparambu 39.18 42.70 81.87 33.28 41 
Kasaragod 39.18 42.70 81.87 Not available 

(ii) Prime Minister's Rozgar Yojana 

Physical target achieved under PMRY in urban areas during 1995~96 to 
1999-2000 were as below: 

1702.95 56 
3264 1607.16 48 

1999-2000 8188 11447 3651 1977.79 45 

The loans disbursed: during the years 1995-96 to 1999-2000 were only 45 to 
62 per cent of the target during 'those years. 

Physical and financial targets in the four districts selected for test check were. 
as under: 

@Included targets ofniral areas also as separate target for rural and urban areas was not 

available. , . , . 
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Trivandrurn 1995-96 549 1226 593 283.45 591 279.98 108 
1996-97 660 1522 692 365.37 653 333.68 99 
1997-98 650 1138 689 383.54 586 312.87 90 
1998-99 700 1384 685 349.35 499 196.10 71 
1999-2000 840 1048 557 314.50 273 142.32' . 33 

Kottayarn 1995-96 450 786 374 214.31 374 214.31 83 
1996-97 450 800 400 265.07 400 265.07 88 
1997-98 525 1165 424 556.12 396 226.12 75 
1998~99 675 1659 483 338.19 453 324.41 67 
1999-2000 786 1243 467 240.76 280 190.44. 36 

Kozhikode 1995-96 500 517 363 211.62 357 200.38 71 

Kallam 

Shortfall in 
utilisation of funds 
under USEP and 
DWCUA ranged up 
to 79 per ·cent 

1996-97 589 626 467 260.99 286 177.05 49 
1997-98 589 586 391 235.84 191 112.42 32 
1998-99 734 605 367 216.27 190 129.26 26 
1999-2000 736 723 413 284.96 169 180.17* 23 
1998-99 529 740 414 209.60 256 126.60 48 
1999-2000 635 844 220 148.00 108 81.70* 17 

There was huge difference · between the amount of loan sanctioned and 
actually disbursed. According to the Director of Industries and Commerce this 
was due to applicants withdrawing the projects proposed earlier. and the 
applicants not complying with the terms and conditions of the banks. for 
implementation of projects. 

(iii) Swarna Jayanti Shahari Rozgar Yojana 

For the programme started by GOI from 1 December 1997 unspent balance 
under the urban poverty alleviation programmes viz. Urban Basic Services 
Programme (UBSP)/PMIUPEP/NRY was to be utilised for the implementation· 
of SJSRY. Accordingly the State UPA Cell distributed· in June 1998 the funds 
available with them under erstwhile urban poverty alleviation programmes to 

·the ULBs along with SJSRY funds received from Government. The details of 
year-wise expenditure was not available at the SPEM. However, details of 
overall utilisation of funds by the ULBs in the State up to December 1999 
revealed that under Urban Self Employment Programme (USEP) and 
Development of Women and Children in Urban Areas (DWCUA) there was 
shortfall in utilisation to the extent of 73 per cent and 79 per cent respectively. 
Out of 24,002 applications under USEP sent to various banks throughout the 
State, only 1,801 loans were sanctioned by the banks. Similarly under the 
scheme DWUCA out of 639 applications sent to banks for urban self 
employment programmes, only 28 loans were sanctioned. The position in 
respect of the 15 test-checked ULBs relating to loans sanctioned, rejected and, 
pending under USEP and DWCUA as given in Appendix XXIV and XXV 
respectively showed that . 3,082 applications under USEP and 34 under 
DWCUA were pending sanction by the banks as of February 2000. The 

* As the disbursement period will elapse only on 31 December of the succeeding financial. 
year the figures shown are not final. 

# . 
Separate figures for urban and rural areas for the years 1995-96 to 1997-98 were not made 
available. · 
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Director ,of the State Poverty Eradication Mission stated that co-operation 
from the banks was very poor and there was no proper mechanism for 
monitoring and follow up action. 

3.3.10 Mis utilisation of PMRY funds 

A scrutiny of the records of the DICs relating to loans under PMRY revealed 
cases of default and even non-functioning of the projects for which assistance 
had been disbursed under the scheme. Out of 125 such cases of default 

. reported by banks as :detailed in Appendix XXVI, in 32 cases involving a loan 
of Rs 18 .54 lakh .the ,units had not started. No evaluation was undertaken by 
the Government or · DICs to ascertain whether the units set up with the 
assistance under PMRY were functioning. In January 1999 the State 
Government ordered;the DICs to conduct a 100 per cent survey of units set up 
with PMRY loans distributed during 1997-98. Even though survey was 
conducted in April 1999 by the DICs, the survey reports have not been 
finalised so far by the Director of Industries & Commerce (June 2000). 
However, on verification of the survey details relating to 350 cases in two 
districts (Thiruvananthapuram .. and Kottayam), it was seen that 28 units which 
had availed Rs 15.53lakh were not functioning. · 

3.3.11 Administrative expenses set apart by the State UPA cell was in excess 
of the prescribed limit -

According to the· GOI guidelines issued under PMIUPEP the ceiling of 
expenditure on administration and other· operational expenses (A&OE) at the 
State level was fixed at 5 per cent of the total allotment made by the GOI and 
the State Government. The bcilance 95 per cent was to be released to local 
bodies as there was no District Level Urban Development Agency in Kerala 
up to May 1999. If funds were routed through District Level Agencies another 
8 per cent could be. \!Sed towards administrative expenses at the district level. 
It was, however, seen that UPA Cell at the State level earmarked 13 per cent 
of the total allotment (Rs 4.05 crore) for administrative expenditure at State 
level which was in: excess of the ceiling by 8 per cent . The excess amount so 
retained was Rs 32.42 lakh. · 

3.3.12 Non-utilisation of funds under UBSP 

GOI directed (April 1998) that· the unspent balance available as of 
1December1997 in the discontinued NRY/UBSP and PMIUPEP etc., should 
be transferred to SJSRY account and utilised for the implementation of 
SJSRY. However unutilised funds of Rs 46.54 lakh under erstwhile UBSP 
was retained with the UP A Cell for over three years till March 1999 and only 
Rs 39.56 lakh (after retaining Rs 6.98 lakh towards A & OE) was transferred 
to tfo~ local bodies. for implementation of SJSRY. The Executive Director of 
SPEM stated that the amount lying in the bank accounts of UP A Cell were not 
noticed by the erstwhile UPA Cell authorities and the fact came to their notice 
only during March 1999. Due to absence of monitoring of utilisation of funds, 
scheme funds were. lying iri the banks while the implementation of the 
programme suffered: 
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3.3.13 ·Monitoring 

As prescribed in the scheme the impact of the different poverty alleviation 
programmes launched by GOI from time to time on urban poor was not 
assessed at any time. 

For the successful implementation of the urban poverty · alleviation 
programme, proper planning, monitoring and evaluation at various stages was 
necessary. To achieve the goal, Government had prescribed (December 1994) 
certain minimum number of meetings of the State UPA Committee and State 
UPA Cell Managing Committ.ee. However, it was seen that the State UPA 
Committee which was to meet at least once in a year had not met even once 
during 1995-96 to December 1999. Also the State UPA cell Managing 
Committee which was to meet at least once in three months had met only 7 
times from 1995-96 to December 1999. 

The quality of monitoring at State level and District level was also poor. As 
p~r guidelines, at District level, the State Government was to constitute a 
District Urban Development Agency (DUDA) which was to develop a policy 
for urban poverty alleviation at the District level and monitor city convergence 
plans. However; such DUDAs were not formed till May 1999. 
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Rupees 1.77 crore: drawn for devefopment of paddy cultivation in 
Palakkad District Temained mostly unutHised for three years 

Government constituted (December 1996) the Palakkad Nelkrishi Vikasana 
Agency* (Agency) with the District Collectbr (DC) as Chairman and Principal -
Agricultural Officer (PAO) as Secretary, for th.e . development of paddy 
cultiva.tion in the district. During March 1997, March 1998 and March 1999, 
Rs 1.12 crore was released to the Agency ,in instalments without any concern 
for actual requirement or use of such funds., The amounts were deposited in a 
Treasury Public Account of _the DC and only Rs 9.25 lakh was spent as of June 
2000. 

The Agency decided in March 2000 to undertake renovation works of 30 
public, ponds through Kerala · Land Development Corporation (KLDC). 
Though sufficient funds were available with the. Agency, Rs 65 lakh was 

-drawn.(March 2000) by the PAO to avoid lapse of budget and the amount kept 
as DD in favour of KLDC. The administrative sanction to undertake 
r~novation works of ponds costing Rs 33.61 lakh was issued by DC only "in 
April 2000. 

The Agriculture (Planning) Department of Government and the Director of 
Agriculture failed fo monitor the expenditure incurred by the Agency and 
restrict release of funds according to_ actual requirements.. The DC and PAO 
also failed to take ti;mely action to implement the various aetivities envisaged 
under the scheme despite availability of sufficient funds. 

- . ! - -
Government stated (July 2000) that administrative sanctions for various items 
of work valued Rs 1.14 crore had been issued by the Executive Committee. 
Government attributed delays in implementation to reconstitution of the 

-Agency, lack of knowledge of Executive Committee about the powers vested 
with them, early monsoon etc. 

*A body constituted with representatives of Government departments, MLAs, President of 
Distiict Co-operative Bank, Lead Bank Manager, Panchayat President, etc. 
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Rupees 37.05 l,akh spent on a central scheme for providing infrastructure 
facilities to paddy cultiyation nn Thrissur District remained unfruitful as 
works were not compl!eted for over 4 years 

Director of Agriculture, Thiruvananthapuram sanctioned (March 1993) 
execution of works for a Central scheme for the development of infrastructural 
facilities to paddy cultivation in Puthenchira Puncha Padam in Thrissur district 
at a cost of Rs 49.93 lakh. According to the guidelines issued by Government, 
85 per cent of the cost was to be met by Government and the balance by the 
beneficiaries either in kind or in cash, Government share of Rs 42.44 lakh was 
drawn and credited to the Treasury Public Account by the Assistant Director 
of Agriculture between April 1993 and March 1996. 

The scheme envisaged construction/strengthening of earthen canal bund, 
construction of sluices, purchase and installation of pump sets, etc. The works 
were entrusted in June 1993 to the convenor of the Gropp Farming Samithi by 
the Assistant Director of Agriculture, Vellangallur; Thrissur based on 
Government directions, but the period of completion was not stipulated by 
him. 

The Principal Agriculture Officer, Thrissur fixed (August 1995) the date of 
completion of work as 15 September 1995. However, after completing the 
construction of the earthen bund and purchase of motors, the convenor stopped 
the work in June 1996 demanding revision of rates for the balance work. The 
amount paid to the convenor till June 1996 was Rs 37.05 lakh (85 per cent of 
value of work done) and the balance of Rs 5.39 lakh is kept in theTP Account. 

The remaining work including construction of two pump houses (estimated 
cost: Rs 2.60 lakh) was still to commence as of November 2000. As a result, 
Government funds of Rs 37 .05 lakh spent on the scheme remained unfruitful. 
The project envisaged a net profit of Rs 18 lakh per year. This Was lost due to 
the delay. in completion of work. Further, the farmers were deprived of the 
financial benefit ·to the extent of Rs 72 lakh (approximately) by way of 
increased production of paddy and creation of additional labour days. The 
Director of Agriculture or Government failed to effectively monitor the 
scheme. 

Government attributed (June 2000) the delay in completion ·of the work to 
reluctance of the convenors to complete the work as per the original estimate 
and Claimed that the objectives of the scheme were almost achieved, though 
not fully. This was not tenable as the scheme was riot commissioned in 
absence of pump house and installation of petti, para etc. 
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3.6.L · Introduction 

According to Kerala Treasury Rules all contingent claims that require the 
countersignatur~ of the controlling authority after payment are to be initially 
drawn by the drawing officer from the Treasury by presenting an abstract bill 
in prescribed form.·. Abstract Contingent (AC) bills can be drawn only by an 
authorised officer in .cases where necessary expenditure sanction by competent 
authority exists. The drawing officer should maintain a register of AC bills 
and watch submissi~m of detailed bills there against. The detailed bills in 
respect of such claims are submitted ·to the .·controlling authority for 
countersignature every month for onward transmission to Accountant General. 
(A&E). The detailed bills pertaining to a month's claim should reach 
Accountant General notlater than 201

h of the succeeding month. The rule also · 
provides that a certificate should be attached with every AC bill to the .effect 
that the detailed contingent bills in respect of the abstract bills drawn a month 
earlier to the current bill had been submitted to the controlling officer. 

A review of the outstanding AC bills and other advances of 37 offices of 14 
departments (Appendix XXVII) was conducted covering the period 1995-96 
to 199S-99. It was nciticed that AC biils for Rs 59 crore drawn during 1989-90 
to · 1999-2000 by 31, drawing and d}sbursing officers in 11 departments test 
checked remained unadjusted as of March 2000 as shown below. The 
department-wise details are given in Appendix XXVIII . 

it,. (Rupees in crore) 

Less than 1 year 90 2.55 
1 to 5 years 379 ·. 24.71 
6 to 10 years 278 31.74 

Total . 747 59.00 

Audit scrutiny revealed that advances for payments not authorised to be drawn 
in AC bills were also· routinely drawn by departmental officers for printing 
charges, diesel charges, expenditure on training etc. The fact that the officers 
against whom pr('1vious AC bills were outstanding were repeatedly allowed to 
draw AC bills iil violation ·of codal provisions showed ·that . the treasury 
officers either failed to exercise the· requisite scrutiny or colluded with the· 
departmental officers; Since detailed bills were not submitted against advances 
drawn on AC bills, it could not be verified in audit whether the money was 
spent for the intended purpose and possibilities of misappropriation, 
misutilisation, etc., could not be ruled out. Irregularities like non-submission 
of detailed bills, retention of unspent balances, keeping of amounts in deposit 
accounts, diversion 6I funds etc., were noticed as mentioned below: 
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3.6.2 Non-receipt of accozmtsforfunds advanced for schemes 

A total amount of Rs 19 .17 crore was drawn by Principal Agricultural Officer 
(PAO) Kottayam as advance on '87 AC bills during the period from 1992-93 to 
1998-99' for implementation of various programmes*. Final adjustment bills 
have not been submitted even as of December 2000. Of this, an amount of 
Rs 9.56 crore drawn in favour of 11 Assistant Directors of Agriculture on 11 
AC bills during 1993-94 to 1994-95 by way of Demand Drafts pertained to 
'Prime Minister's Programme for Paddy Development'. None of the Assistant 
Directors who had received the amount had ~urnished the details of 
expenditure incurred by them on the scheme, and the amount drawn remained 
unadjusted even as of December 2000. The scheme provided for payment of 
85 per cent of the assessed cost of expenditure to the convenors of 
Padasekhara Samithies through whom the programme was . implemented. 
Scrutiny revealed that the advances were paid to the convenors in violation of 
the guidelines resulting in excess payment of Rs 30.45 lakh by Assistant 
Directors of Agriculture Madapally, Ettumanoor and Vaikom (39 cases). 
A report called for (August 1999) by the Director of Agriculture from the 
Principal Agricultural Officer, Kottayam to assess the excess payments made 
in this regard was not submitted by the Principal Agricultural Officer, 
Kottayam as of December 2000. The advances remained unadjusted even as of 
December 2000. 

3.6.3. Non-adjustment of advances drawn 

(i) The printing of text books was got done by the Director of Public 
Instructions through Kerala Books and Publications Society, a State 
autonomous body. In January 1991, Government issued an order for effecting 
a monthly advance payment of Rs 20 lakh to the Society towards printing 
charges. This was enhanced to Rs 25 lakh with effect from March 1999. The 
Text Book Officer did not adjust these advances against the annual printing 
charges claimed by the society. Against the payment of advance for Rs 7.20 
crore, the claims of the society for the period 1996-97 to 1998-99 were 
received for Rs 6.52 crore resulting in excess retention of Rs 67 .72 lakh by the 
society. No final bill in adjustment of Rs 20.15 crore advanced to the Society 
during April 1990 to March 2000 was prepared by the Office. Excess amount· 
retained by the society for this period remained unassessed as of July 2000. 

(ii) During 1994-98 Text Book Officer had drawn Rs 4.62 crore through 3 
AC Bills and made advance payments for purchase of paper. Against this, the 
cost of paper supplied was only for Rs 4.51 crore leaving a balance of 
Rs 10.76 lakh with the supplier. This was neither adjusted against the cost of 
subsequent supplies nor refunded by the firm. Detailed bills for the advance 
of Rs 4.62 crore were not submitted even as of July 2000. 

(iii) In the Directorate of Tourism, the DDO did. not record the details of 
money drawn through AC bills nor watched subsequent adjustment there of. 
Details of the payees were also not recorded in respect of advances of Rs 1.22 
crore in 36 cases. Further, in violation of the provision of rules, multiple 

Integrated Cereal Development, Integrated Pest Management, Coconut Mite Control etc. 
78 



Advances amounting 
to Rs 23.50 lakh 
drawn by Manager, 
Guest House, 
Thiruvanantha
puram during 1997-
2000 remained 
unadjusted 

Advance of 
Rs 15.30 lakh drawn 
for GOI scheme 
deposited in TP 
account. Unspent 
balance not refunded 
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of advance drawn by 
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· refunded.· 
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advances were given to persons without adjustments of the previous 
advances. For example, four advances of Rs 6.90 lakh paid (1997-99) to 
former Director Shri.U.K.S Chauhan, two advances of Rs 5.40 lakh paid 
(1998-99) to Dr.V.Venu, present Director, six advances of Rs 3.10 lakh paid 
(1989-'91) to Shri.R.Purnshothaman, Additional Director, two advances of 
Rs 5.00 lakh paid (1998-99) to Dr.V.K.Rajan, Additional Director and twenty 
five advances of Rs 51.13 lakh (1990-99) to four* Tourism Information 
Officers were outstanding as of March 2000. ·Worse, it was seen that senior 
officers including the Director who were responsible to implement financial 
rnles and procedures had themselves violated the rnles. 

(iv) . Government in July 1990 accorded sanction to the Managers of 
Thirnvananthapuram and · Kovalam Guest Houses to avail advances of 
Rs 25000 and Rs 15000 respectively at a time for purchasing provisions for 
catering purpose. Each advance bill was to be adjusted by a detailed biil, 
before the next advance was drawn. Manager of the Guest House, Thycaud, 
Thirnvananthapuram had drawn an amount of Rs 23 .SO lakh through 87 AC 

· Bilfa during the period 1997-98 to 1999-2000 against which no detailed bills 
were submitted as of June 2000. No stock account of the items purchased by 
Guest House . Manager had been kept inspite of directions issued by 
Government in this · regard. · The actual utilisation of advances drawn for 
purchases, therefore, could not be verified in audit. 

. Government in Tourism Department stated (October 2000) that a cell was 
constituted for the adjustment of pending advances and settlement of advances 
would.· be closely monitored . and effective steps including disciplinary 
proceedings, recovery from salary, institution of revenue recovery proceedings 
etc., were being resorted to settle the advances. 

3.6.4 .. Transfer of a,nounts drawn in AC /)ills to TP Account 

(i) Government of India, in 1994, released Rs 15.30 lakh for starting a 
Centre of Excellence for Micro Surgical Recanalisation and Standards of 
Surgical Contraception at the Medical . College, Kottayam. The amount was 
drawn in March 1995 by the Principal, Kottayam Medical College on an AC 
Bill and credited to his TP Account. Of this, Rs 1.50 lakh was set apart for 
training and purchase of equipment and Rs 4 lakh paid to PWD for renovation 
of operation theatre. The details of expenditure incurred by PWD were not 
available with the Principal. The balance of Rs 9.80 lakh remained in the TP 
account. Though tqe scheme was discontinued by Government of India in 
1996, the unutilised balance was not refunded to GOI. The adjustment bill 
was not prepared even as of July 2000. · 

(ii) ·The Principai, DIET Kallam at Kottarakara, drew between May 1998 
and March 2000 aclyances of Rs 39 lakh through 14 AC bills to meet the 
expenditure on training. Actual expenditure incurred on training was only 

* 1. G.Radhamma, T.LO, Rs 45.26 lakh (15 items) 
2. Smt.Rajalakshmy, T.I.O, Rs 1.88 lakh (3 items) 
3. R.Soman.; T.I.O Rs 3.17 lakh (5 items) 
4. P.Gopinath, T.I.O, Rs 0.82 lakh (2 items) 
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Rs 36.45 lakh and the balance Rs 2.55 lakh though required to be credited to 
the service head was kept in a TP Account. Submission of detailed bills for the 
entire amount remained outstanding as of July 2000. 

· The matter was referred to Government in October 2000; reply has not been 
received. ·(November 2000). · 

3. 7.1 Introduction 

To ensure safe keepirig of cash and the timely and accurate accountal, 
financial rules prescribe certain internal c01;1trol procedure. Every . officer 

·authorised to handle Government money is required to maintain a cash book. 
All monetary transactions• are to be entered in the cash book imfuediately arid 

. · attested by the head of office in tokt~n of check. The cash book is to be closed 
regularly and the Head of the office is to physically verify the cash balance at . 

· the end of each month and .record a signed and dated certificate to that effect. 

Scrutiny of cash books and related records of 40 Drawing and Disbursing 
Officers (DDOs) pertaining to 10 departments during May 1997 to January 
2000 revealed noff-observance of rules . and procedures, retention of he.avy 
cash balance, holding huge amounts in the form of bank. drafts, non
adjustment of cash advances etc., as discussed below:-· 

3. 7.2 Misappropriation of cash 

(i) Abstract of closing balance wa:s not recorded in the cash books since . 
1984 by the DDO in Taluk Office, Devicolam: A surprise inspection by the 

, Finance Department ·revealed that an amount of Rs · 2.38 lakh ·was 
misappropriated. · The cash book showed unattested corrections and .. 
overwritings on several dates. 

(ii) The Manager, Government Guest House, Varkala in 
' · Thiruvananthapuram district, who was the DDO and · cashier, while . 

relinquishing charge on 9 October 1996 did riot hand over the cash book with· 
balance cash of Rs 33353 to his successor, who opened a new cash book from 
10 October 1996 with "Nil" opening balance. The Manager, remitted 
Rs 26670 into treasury in February - March 1997 and.Rs 6683 stiH remained· 
unaccounted for. 

(iii) The Deputy Director, Ramanilayam Guest House, Thrissur handed 
over charge on 16 April 1998 with a cash balance of Rs 34145 as per the cash 
book. But the ·actual cash taken over by his successor was only Rs 11168. 
Reasons for shortage of cash amounting to Rs 22977 could not be explained to 
Audit. Further shortage of cash (Rs · 16317) detected on 28th February 1998 
also remained unaccounted for. · 

. . 

· It was also seen that no regular physical verif+~·ation of cash was made or 
surprise checking of cash balance m~de by any higher/independent authority .. 
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. 3~ 7.3 · Physical verification of cash 

Scrutiny revealed that ten DDOs did not conduct physical verification of cash 
at the· end of each month during 1996-99. and record a certificate to that effect 
regbla'rly .. 

At the instance of Audit, physical verification of cash was done in 8 DDOs in 
january 2000 and June 2000 .. While no shortage of cash was noticed in 3 
DDOs * shortage of cash of Rs 4.59 lakh was· noticed in 5 DDOs during 
·verification of whichi Rs 1.27 lakh were unauthorise~ly held as .un.~djusted 
vouchers and Rs 3 .32 lakh were shown as advances to staff· from the 
undisbursed cash. The details are as under: 

1 Director of Scheduled 
~Caste Development . J9.l.2000 133'00 13300 
De artment . ~ - . 

2 Medical College, 14.6.2000 1109. 987 2QQ6 
Thrissur · .· . ~ . ~ 

3· Taluk Office, Ottappalam · 16.6.2000 323570 100106 423676 . 
4 Government Guest . 19.6.2000 7314 7314 

House, Thrissur 
.5 Taluk office, Fort Koehl 20.6.2000 12334 12334 

Total 331993 126727 4158720 

It ·was seen that Rs 3'.24 lakh advanced to Village officers by the Tahsildar, 
Ottappalam for the payment of honorarium to teachers· for census and election 
duty should have been drawn from treasury through proper bills against 
regular budget provision. Rupees 1.27 lakh held in vouchers was irregular as 
vouchers could not be considered as c.ash balance. These disbursements were 
made . without any allotments. and sanction. DDO did not deposit the 
undisbursed pay and allow:mces and the cash balance in hand were misutilised 
for irregular payment of advances for the purposes for which no sanction 
existed. 

. . . 

. 3. 7.4 Irregular utilisation of departmental receipt .. 

Rule 6(2) ·of the · KTC prov.ides that the amount of revenue received by a 
Government servant shall, without delay be . deposited in full into the 
treasury/bank. Such moneys received cannot be appropriated to myet the 
departmental expenditure nor otherwise kept apart from Government Account. 
In contravention of ·this· . rule DDOs of Government Guest Houses at · 
Ernakulam and Thrissur'had utilised departmental receipt of Rs 0.73 lakh and 

* G~vernment E~gineering College, Thrissur, PrinCipal Agricultural Officer, Palakkad, 
District Educational Office,· Palakkad. 
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Rs 0.66 lakh respectively during 1993-99 towards routine expenses of the. 
institutions. 

3. 7.5 Retention of heavy cash balance 

Financial Rules provide that no money is to be drawn from the treasury unless 
it is required for immediate disbursement. It is ·also not permissible to draw 
funds in anticipation of demand or to prevent the lapse of appropriation. 

Heavy cash balance However, 22 DDOs in 5 departments listed in Appendix XXIX held heavy 
held in 22 offices cash balance ranging from Rs 0.50 lakh to Rs 1.45 crore on 31 March of 1997, 
rnnde1r 5 departments 1998 and 1999. Total cash balance retained in these offices during these years 

· Huge amounts kep1!: 
as Demand Drafts i.llll 

· 7 offices at. the ellld of 
finarnciiaR year 
1998-99 

were Rs 1.59 crore, Rs 2.89 crore and Rs 1.91 crore respectively. 

Retention of such heavy cash balance at the close of the year indicates . 
unnecessary drawal of funds to prevent lapsing of budget provision and 
increase in risk of theft and misutilisation of cash. 

3.7.6 Huge amounts kept in the form of bank drafts. 

Rules provide that money should not be drawn from treasury in anticipation of 
expenditure or to avoid lapse of budget grant and . kept in banks or in the form 
of bank drafts etc. In disregard of these rules, huge amounts ranging between 
Rs 13.68 lakh and Rs 11.85 crore were drawn from the treasury by 7 DDOs 
and kept in the form of Demand Drafts (DDs) at the end of the financial year 
1998-99. 

DDs for Rs 30.24 lakh drawn by Medical College, Thrissur were retained for 
more than 3 months. Unnecessary drawal of DDs and their retention for long 
periods would cause loss of interest lo Government and give undue financial · 
benefit to the concerned banks. 

The lacunae in· the cash resource ·management procedure pointed out above 
were due to failure of the Controlling officers in conducting inspection of cash 
book and relevant records at regular intervals, non-observance of financial 
rules by the DDOs and non-maintenance of cash books. 

The above points were referred to Government in February 2000 and the 
Heads of the Administrative Depa1tmerits involving 40 DDOs in April 2000. 
No reply has been received (October 2000). 

Introduction 

On the recommendation of the Tenth Finance Commission, Government of 
India (GOI) released grants to the State Government for (i) Upgradation of 

· district administration (under the departments of Police, Jails, Fire ServiCes, 
· Revenue and General Education) (ii) Special Problems grants (Fisheries and 

Forest Departments) and (iii) Calamity Relief Fund (CRF). 
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Test check of the records of the implementin.g agencies/departments for the 
period from 1996-97 to 1999-2000 revealed, underutilisation of funds, huge 
shortfall in achievement of targeted programmes, parking of funds in deposit 
accounts, delay in taking up of works a:nd diversion of funds. 

. ' 

Details of funds released, actual expenditure and summary of audit findings 
are included in t~e following table. 

A. Upgradation Grants 
1. Police De artment 
(a) Police Station 1.15 l .28 

Buildings 

\..:,· 

(b) Housing 9.26 . 9.68 
facilities 
for Police 

Staff 

(c) Police 1.73 . 0.96 
training 

TI. Jails Department 

(a) Repair and 1.05 1.40 
· renovation· 

of jail 
buildings 

(b) Medical facilities in 0.66 . 0.84 
jails 

1.55 Against the target for construction of 32 
police station buildings, only 13. buildings 
have been completed. In the case of four 
police stations, work has not started. Because 
of delay in construction work the cost has 
gone up from Rs 4.00 lakh per building 
approved by GOI to Rs 10.32 lakh per 
building. 

15.54 The target was to construct 823 flats but only 
24 flats were completed. Work in respect of 
739 flats is under various stages of 
completion. Work in respect of 60 flats is 
yet to be .started (March 2000). ·. Because of 
delay in construction the cost has gone up 
from Rs 1.25 lakh · per. flat approved· by 
Government of India to Rs 3.6 lakh er flat. 

1.25 The State Government has decided to utilise 
the funds relea_sed by Government of Iildia 
for construction of a Police . Academy at 
Thrissur. The work has not been completed 
though an e~penditure of Rs 1.25 crore was 
incurred u to March 2000. · 

1.42 Out of the target of36 works, 35 works have 
been completed. However, the statement of 
expenditure for 1999-2000 has not been 
received from the execµting divisions, 

0.81 All the 25 works . targeted have been 
completed. · However, · the statement of 
expenditure for .1999-2000 has not been 
received from the executing Divisions. 
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ID. Fire Services 

Strengthening of Fire 
_Services 

IV~ :Revenue 
Record Rooms 

.·-· }_:· 

-V. General Education -
(a) Drinking water 

facility in Lower 
Priniary Schools 

(b) J:?rinking water 
facility in Upper 
Primary Schools 

(c) Toilet facility for . 
girls in Upper 
Primary Schools 

B. Special Problem 
'Grant 

2.70 

3.14 

2.16 

0.33 

1.46 

41.85 

2.81 

3.48 

2.40 

0.37 

l.62 

46.20 

1.07 

3.27 

Though construction of 13 Fire Station 
buildings were targeted, 110ne was 
completed. In two cases, work was - not 
started as site for construction_ had not been 
handed. over and in one case, the. work was 
abandoned for want of land. Work entrusted 
to Public Works Department in the 
remaining cases was in various stages and a 
sum of Rs 40 lakh was still· held in Public 
Works Deposit (March 2000). 

The scheme was, being implemented by the 
District Collectors. Out of the target of 50 
Record Rooms, 41 were completed, work of 
3 Record Rooms were not started and works 
in respect: of 6 Record Rooms were m 
progress (October 2000). Test check in four 
Collectorates revealed retention of Rs -28 
lakh drawn for the work during 1998-99 in 
Treasury Public Accounts. 

2.40 There was shortfall m achievement of 
physical target against Drinking water 
facility in Lower Primary Schools and toilet 
facility in Upper Primary Schools during the 

0.37 period 1996-97 to 1998-99 to the extent of 
28 schools (3 per cent) and 21 schools (3 
per cent) respectively. The amount 
remaining unutilised is Rs 11.46 lakh (April 

·1.62 2000). The details of physical and financial 
achievement in respect of Rs 1.10 crore 
released during 1999-2000 to the District 
Officers is not available with the Director of 
Public Instruction indicating the absence of 
proper monitoring by the Department. 

45.76 Test check in two districts revealed that out 
of the amount shown as· expenditure for the 
three components , an amount of Rs 2.99 
crcire was held in Deposit accounts as· of 
December 1999. The component-wise 
details are indicated below: 
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(a) BetterHousiI1g. 

· (b) Fishefies --
-· .. Roads , 

: 1 • 

j -

(c) Drinking· 
water.
supply_ 

II. Forest 

,I, 

. CoI1servatio11 and .· 
Development ·o_f Hill · 
SholaForests 

.C Calarllity _· 
Relief 
Fund 

~-- .1L70 

. ... ~ . . ., ;·". 

:. : 

3.15 

L80 

218.74 -
• ,(1995~ 

96.to 
1999-
2000) · 

,.~.:__. ... -· -· 

30;00 

- 13.05 
- I 

I 
! 

-- -3.15 

·2.00 · 
! . 

i 
, I 

270.36 
''.','.I 

28.61 Against the . target of 8569 houses, 
achiey~ment during -1999-2000 was 6058 
only ~e.,.. 'Z 1 per cei1L. Reasons for shortfall 
were ;delay in disbursi11g- final instalment and 
delay in utilising the moneys already 
disbursed. - -- · 

13,02 · The target was to construct/improve 260 
kiloni~tres ,'of road, but construction of 170 
-ki1oni~tres_•(65 per cent) only was completed 
upto '1999-2000. Non-finalisation of work_ 
contr~ct was the main reason for the shortfall 
in achievement. ·Even though the cost per 
kilmnetre for improvement to existing roads 
appro~ed · by _the •state_ Government was 
Rs 5.00 lakh, work on 6.95. kilometres of 
road ill •Ernakulam district was .taken .up .at 
-the rate '&R~-9:t)i6':1dlffi p6r )Ri1c5ih~ifK'.·th&i! \-A;Y 

4.13 - ' 

1.66 

higher rate was- likely to. result -in non
achievement of the physical target 
Drinkjng water supply -was proposed to be 
provided in 71 villages, ·but by March 2000 
only 23 villages were covered-_ ilq.dei the 
scheme. - The main ;reason for the shortfall 
was th.at the Depari:tnent could hot identify 
the 'water sources' from where ·Water supply 
·was tcfbe provided~ _ -. · -

The · scheme includes· survey,· demarcation, 
moishire - conservation, -fire protection; 

-sowirig ·and· imrtudiig~ ·Target was. achieved 
in all' sectors except" demarcation' in which 
cas.e th~ shortfall was 37per cen(which was, 
reportcifl to bt; due.to 'labour problem'. 

· 28 L48 ·The fu.ilds released by 'Government of India 
along; With State s1J,are was to be iilvested in 
Qovernment _ securities~· - · treasury · · ,bills~ 
·deposits -· with ·public sectot/co~operative -
banks', :. public sec.tor bonds etc. and the . · -

·amount was to be withdrawn :as and wheri 
.requ-~red, However, inv~stment was not made 
in the pte_scrib~d mfili11er, resulting in, loss of 
interest. · , ·.-

',·.· 

... - ... ~ ' 

'!. ·. 
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Mo~ltoring and .evalua.tion. 

Test check revealed that a sum of Rs 9.44 
· crore was · retained · in . Treasury Public 
Accounts by two District Collectors and in 
TSB Accounts by the Revenue Department 
as of February 2000. Though the scheme did 
not envisage expenditure of a capital.nature, 
a sum of Rs 51.54 lakh was spent on capital 
works from 1995-96 to 1997-98. . 
A sum of Rs 535 lakh was spent in 14 Rural 
Development Blocks on original road works 
like tarring, raising road levels; providing 
chipping carpet, construction of culverts, 
drains, etc from 1995-96 to 1999-2000 
treating them as works relating to flqod 
damages. though only restoration works were · 
to be charged to Calamity Relief. . Though 
assistance to victims of natural calamities 
was to be provided within.one month of the 
occurrence of the calamity, no action was · 
taken on 1443 applications received for 
assistance. ·for repair of damaged hoiises · 
during 1995-96 to 1999-2000 in 3 taluks 
within the prescribed period. 
Repairs/ restoration of damages of roads due 
to flood were to be carried out before the 
onset of next monsoon. Out of 499 such 
works taken up from 1996-97 to 1998-99 in 
Maiappuram . district, 294 works remruned 
incom lete as of Februciry 2000. 

Though the State Level ;Empowered· Committee {SLEC) was t6 meet at least 
. ou.ce in two months,the'.Committee had met only 14 times during the period 

·· · .. from i996-97 to 1999-Z:QOO. The monitoring at th.e departmental level was 
also not adequate especi~lly iri the case of General Education Department. No . 

. . j.llforination regarf:}ing any evaluation of the progra.mIIleS undertaken was 
.available with ~he administrative departments. 

·:Conclusion 
.. ; ·. " l_ t. .. '.-""\- f ·-(.--.....':~ · .. )-1..~~,..:__{ 

: In :Police Department there wasi ···:uajl.1stifled:~·: .delay in exe<;ution ofworks 
• which ·resulted in cost· overrun. In :Fire ServiCes Depa,rtment none of the 13 
Fire Station buildings targeted could be completed within the allotted time. In 
respect of 'Drinking water facilities in Lower Primary/Upper Primary Schools 
.~dToilet facility for girls in UpperPrimary Schools', the Director of Public 
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Instruction was n:ot • effectiveiy monitoring the utilisation of the funds and 
· achievement of physical targets. Calamity· Relief funds were spent on 
ineligible .items and the unspent/surplus fonds were not being properly 
invested. They did not keep an effective watch on utilisation of funds by ., , 
implementing office~s. Monitoring of work by SLEC was also ineffective . 

. Non-utilisation of the amounts for the intended schemes in time negated to a 
. large extent, the c.ichievement of the main objectives of these funds, viz. 
upgrading the standards of administration and provision of services. 

. . . . 

Inadmissible payments of Rs 53.32 lakh made to Gove:rnmel!llt empfoyees · 
in 936 offices on account of pay .revision m:'lt"eairs. 

In the pay revision orders issued by Government in November 1998 pay scales 
of employees were :revised with effect froni: 1 March 1997~ But certain 
ben.efits like increase in basic pay to part-time contingent employees and 
increase in allowances like HRA, CCA etc;, were to be allowed· only from l . 
November 1998. Scrutiny revealed that. while paying arrears of revision of 
pay, the enhanced rates applicable from 1 November 1998 were wrongly paid 
with effect from· 1March1997in 936 offices of State Government resulting in 
excess payment of Rs 53.32 lakh. Such large scale inadmissible payments all 
over the state indicated that the Drawing Officers were not exercising due care 
while preparing an·ear bills relating to pay revision. The Treasury Officers 
·also failed to detect the apparent error in the arrear bills during scrutiny of the 
bills .at the Treasury. ' · · 

- . . . . 

At the instance of Audit, Finance Department issued (July2000) instructions 
directing all heads of departments and offices to verify pay fixation statements 
and recover excess amounts, .if any, irregularly paid to the employees. 

Penalty of Rs 22.24 fakh was not ~evied on. a firm for delayed delftyeir;rof 
two steel tugs. . , . . 

In March 1992, Government sanctioned procure:i;nent of two sted rugs, one of 
200 HP for Beypore port:ap.d the other of 3QO HP for AzhikkaI, port at a cost of 
Rs 80 lakh; for.use in shipping and rescue activities at those ports, Baseci .. on 
the recommendations of the Departmental Purchase Committee, ·aovernmerit 
accepted (January 1994) the rates (Rs 39.QS ,lakh for 200 HP and Rs 46.80 
lakh for 300 HP tug) quoted by Steel Industrials Kerala · Limited. (SILK), a 
State Government. Company'. According to the. supply order placed '.in 
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Febrnary 1994, SILK was to effect the supply by 7 June 1995 failing which a 
penaltycof Rs 1000 per day was recoverable on each tug from the claims of the 
firm. Rupees 77.27 lakh ( 90 per cent of the cost) was paid in advance to the 
firm between March 1994 and March 1995. 

SILK supplied 30d HP~;hl1~r2oo HP t~gs in 'october 1997 and in F~bntary . 
1999 respectively after delay of 869 and 1355 days. The company attributed 
delay in supply of the tugs to unusual rain, frequent power failure and delay in 
supply of engines and parts by suppliers.· However, no extension of time for 

: supply of tugs was granted to the firm. 

As per supply order, a penalty of Rs 22.24 lakh was leviable on the firm for 
the failure in supplying the tugs on stipulated date but no penalty was levied as 
of April 2000. The balance amount payable to the firm is only Rs 8.59 lakh. A 
penalty claim has been raised in November 1997 against the firm after the 
issue was raised by Audit, but no recovery was made even after three years. 

Secretary to Government stated (October 2000) that the Director of Ports had 
been instrncted to recover the penalty amount from SILK and to initiate 
revenue recovery proceedings in case the company is reluctant to pay the 
al)lOUnt. .. 

142 Schools whiCh were :!functioning without minimum strength created a 
liability of Rs 3.67 cro:re airmuaUy. 

Kerala Educational Rules (KER) provide that the minimum effective strength 
of students in each class should be 25. The Director of Public Instrnction 
(DPI) was to consider withdrawal of recognition· in cases where the minimum 
effective strength was less than 25 only after ensuring altemative'educational 
facilities in the locality. It was seen that number of Government/aided primary 

. schools functioning in the state without minimum strength increased from 
1265 in 1995-96 to 1937 in 1998-99. 

Though KER envisaged that the DPI was to accord permission for continuance 
\)f such schools on the merits of the case, and on the condition that they would 

: ii:icrease the strength to requii:ed level, Government issued sanction for 
continuation of such schools through a general order, without examining the 
merits in each case. Scrntiny revealed that 142 schools were functioning with 
·a strength ranged from O to 74 duting the ·period from 1995-96 to 1998-99. 
The average expenditure per student per annum incurred by these 142 schools 
during 1995-99 was Rs 4825; Rs 5457, Rs.6398 and Rs 8233. Of the 142 
s:chools, 57 haq been functioning ·without minimum strength for more than 10 
'yeafs. · There' was· no student·, in Government LP School '(LPS), 
Sh~hghumugham (under AEO,. Thiruvananthapurain North) during 1998-99. 

'but·· the school had a Headmaster and a part time employee. Idle wage of 
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Rs l.68lakh was spent during 1998-99. Though the DPI recommended·to the 
Government to mergethese 142 schools with inadequate strength with other 
schools, the proposal' was not accepted by the Government. As the Staff 
strength prescribed for a school is 1 ·Headmaster and 3 teachers for an LP 
scho9l, these 142. primary schools created a minimum financial liability of 
Rs 3;:61 crcite pet ~nm.inf·.. · ·, ...... :i : · ' .. · · .· , ' · ·. : 

The matter was referred ·to Government in July 2000; reply has not been 
·received (November 2000). 

Introduction 

Th~ National Family Welfare Programme, a 100 per cent centrally sponsored 
scheme, aimed at stalSilising population at a level consistent with national 
needs. The scheme · was implemented through various programmes· for 
prevention and management of unwanted pregnancies, maternal care and· care 
of new born and infants etc; The State Family Welfare Bureau· was responsible 
for the implementation· of the programme. The review disclosed laxity on the 
part of State Government in claiming reimbursement of expenditure from 

·Government of India (GOI), poor monitoring by State Cell, non-utilisation of 
funds, defective planning in purchase of stores, etc. hnplementation of the 
programme in the State during 1995-96 to 1999-2000 was reviewed in 
January-:June 2000; results are given in the succeeding paragraphs. 

The services of the ORG centre for social research, a division ofQRG MARG 
Research Ltd., was commissioned by the Comptroller and AudittfGeneral of 
India with a view to obtaining the beneficiary perception of the programme 
and related matters. · The ORG-MARG carried out survey over a sample, 
determined on . the basis · of socio-cultural characteristics and development 
status. 'Findings of the survey on matters discussed in the report have been 
included iri this paragraph at appropriate places. 

3.12.1 Financial Performance. 

According to. the Direetor of Health Services (DHS) an amount of Rs 12.82 
crore was due as arrears from GOl for.the period 1986-87 to 1991-92. GOI 

. accepted an amount o,fRs 5.30 crore ancLstated. (February 1996) that the figure 
of arrears due would be modified on production of Audit Certificate for the 
year 1989-90 and a confirmation letter from Jhe Accountant General that the 

· certified expenditure did not include cost of materials supplied during the year 
1991-92.Jt was observed that as of April 2000 the reimbursement of even the . 
admitted amount (Rs, 5.30 crore) was not received by the State Government. 
No steps were taken for obtaining reimbursement of the remaining amount of 
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Rs 7 .52 crore and this matter was not pursued by the Department/Government 
with GOI effectively. 

Year-wise details of Central assistance received and State's budget provision 
and expenditure during 1995-2000 were as follows: 

(Rupees in crore) 

1995-96 
1996-97 24.55 31.91 4 
1997-98 29.81 9.74 39.55 53.15 72.10 36 
1998-99 38.45 13.24 51.69 60.30 80.84 34 

1999-2000 53.63 13.76 67.39 84.80 106.21 25 
Total 171.09 52.80 223.89 336.88 387.22 

Rs 133.61 c1rore due 
from GO][ for 1992- · 
99 was not dalimed 
by State Govemment 

Note: No budget provision was made for the cost of aid materials in any of the 
years 1995-2000 · 

It was also seen that an amount of Rs 133.61 crore# for the years 1992-93 to 
1998-99 due from GOI towards reimbursement of expenditure with reference 
to the expenditure certified by Accountant General (Audit) has not been 
Claimed as of June 2000. 

The State Cell failed to pursue the matter with GOI. The details of 
expenditure incurred by the Department during each year were neither sent by 
the DHS to the Cell nor did the Cell call for th,e details from the DRS resulting 
in delays in claiming reimbursement from the GOI. Though the certified 
amount of expenditure for each year by the Accountant General (Audit) was 
known to the department/Gc.:wernment, they failed to obtain the reimbursement 
from GOI. Ori this being pointed out in Audit, the DHS informed Government 
of Kerala in November 2000 that an amount· of Rs 15 8 crore is due from GO I 
for the period up to 1998-99. 

3.12.2 Failure to implement JPHN's Moped Scheme 

The United Nations Family Programme Assistance (UNFPA) project viz., 
Junior Public Health Nurses (JPHNs) Moped Scheme aimed at giving interest 
free loan upto Rs 16000 (recoverable in 80 instalments) to 1555 Junior Public 
Health Nurses for the purchase of moped, 'with a view. to increase their 
mobility. It was a pilot project of one-year duration to be implemented 
through the establishment of a revolving fund with a distinct identity at the 
State level. The recoveries were to replenish the revolving fund and the 
replenishment was to be used for disbursing more loans under the scheme ... 
The amount of Rs 2.49 crore required for the project was released (January 
1997) by the GOI and was credited (July 1997) to the. general Treasury Public 

@Source: Appropriation Accounts ofrespective years 
# This includes Rs 37 lakh (approximately) incurred during 1992-93 to 1998-99 towards. 

contingencies, cost of consumables, stipend to trainees, etc in respect of orientation trailling 
of medical and para medical personnel out of which only 50 per cent is reimbursable by 
GOI. 
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Rs 1.35 crore of GOI 
funds for giving loans 
to JPHNs for 
purchase of mopeds 
remained unutilised 

During 1995-2000, 
grant of Rs 2.13 crore 
was not demanded 
from GOI 

Extra liabiJity of 
State Government 
due to spending in 
excess of norms on 
drugs and dressings 
during 1996-99 was 
Rs 2.53 crore 

Cfwpter II/ - Civil Deportments 

Account of the Depa1tment. However, only an amount of Rs l.14 crore bad 
been disbursed as of August 2000 leaving a balance of Rs 1.35 crore in the 
treasury. The State Government also failed to create a revolving fund with a 
distinct identity as envisaged in the guidelines. 

3.12.3 All India Hospitals Post Partum Programme 

The basic objective of the programme was to provide an integral package of 
maternal, child health and family welfare services, in service training to 
medical and para-medical personnel, out reach services to allotted population, 
promotion of spacing methods to reduce infant mortality rate and maternal 
deaths, etc. The pattern of fi nancial assistance approved by the GOI for Post 
Partum Centres run by State Government is given in Appendix XXX. 

The findings of the beneficiary survey of ORG-MARG as regards quality and 
extent of coverage of prospective beneficiaries by PPCs are relevant as they 
indicate efficacy of the services rendered by PPCs to needy women-folk. The 
survey revealed that post partum care in the State was 'quite poor ' as only 
6 per cent of women were got examined within 42 days of delivery. Though 
one-third of the women received Family Planning counselling during 
antenatal/postnatal period, only one-fourth of them were reported to have 
accepted a family planning method before resumption of menstrual period. 
Facility-wise, PPCs were found to be poorly equipped and none of the MOs 
was reported to have received training. 

(i) Failure to demand service charges for sterilisation 

The grant-in-aid for the maintenance of PP wards was based on the level of 
performance of tubectomies per bed per year in each PPC. During 1995-96 to 
1999-2000, out of 78*, 51 to 64 PPCs (number of beds 553-7 10) had 
performed more than 45 tubectornies, and 14 to 20 PPCs failed to achieve the 
norm of 45 sterilisation in a year. 

When reckoned in accordance with the GOI' s norms, recurring grant of 
service charges aggregating Rs 2.13 crore was due from the GOI for the years 
1995-96 to 1999-2000 as shown in Appendix XXXI. The amounts were not 
demanded from the GOI. 

(ii) Excess expenditure on compensation for sterilisation 

With effect from October 1996, GOI made it mandatory that the expenditure 
on drugs and dressings would not be less than Rs 60, Rs 25 and Rs 16 within 
the overall limit of Rs 200, Rs 180 and Rs 16 for the expenditure on 
tubectomy, vasectomy and IUD insertions respectively. The State 
Government incurred excess expenditure of Rs 2.53 crore against the norms 
and claimed the same from the GOI as shown below: 

• District leve l: A-T type: 4 nos (88 Beds); ANT Type: 9 nos (256 Beds) 
B type : l no (22 Beds); C Type: 4 nos (5 1 Beds) Sub-district level: 60 nos (460 Beds) 
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. 1996-97 124800 ' . 326 75372 1.75 0.87 L90 · il.79 l.07 
' 1997-98 139444 360 79407 ' 1.96 0.96 1.86 1.83 0.77 

1998-99 139718 567 81759 1.96 0.97 1.61 2.01 0.69 
Total 

. Rs 1.51 crore worth 
of materiails 
pu.rchased iin excess 
during 1997-2000 

Absorbent cotton 
wool 

3 Scalpel blade size 
11" 

4 Scalpel blade size 
23" 

5 · Surgeon's cap 
6 Face masks 
7 Gloves size 7" 

(not indented) 
8 Gloves size 7 Y2" 
9 Dri Set 
10 Dettol 

3.12.4 Defective planning in purchase of stores for family welfare activities 

The details of Budget provision and purchases made during the years 1995-96 
to 1999-2000 were given in Appendix XXXII. 

(i) It was seen that the total budget allotment under Family Welfare, 
including the purchase of surgical equipment and supplies & materials etc. 
was Rs 2.43 ·crore only for the year 1999-2000. However, with reference to 
the cost approved by Central Purchase Committee (CPC), the total cost of the 
quantity indented by the DMOs in respect of 124 items worked out to Rs 3~67 
crore. Besides these, there were another 210 CPC and non-CPC items indented 
by the DMOs. · As sufficient· funds "1ere not available to meet the cost of 
medicines and other materials, priority should have been given to life saving 

·. drugs ,and other essential supplies. No such p~im:ities were fixeci during the 
period 1995· to 2000 and purchase 'of huge quantities of consumables were 
made indiscriminately by the Additional Director of Health Services (FW) . 
Dtugs, surgical equipment, machinery and materials and other consumables 
worth Rs 11.60 crore were purchased during 1995-2000 out of which the cost 

. of drugs was only Rs 5.13 crore, which was below the norm of 45 per cent of 
the total purchases. As a result huge quantities of materials and consumables 
listed below costing Rs 1.51 crore purchased during the. period 1997-98 to 
1999-2000 were lying unused; · 

2.53 

. 285 dozen 1.45 19880 dozen 101.31 99.86 ' 70 6887 
19100 10.72 38000 21.34 10.62' 2 99 
ackets ackets 

1998-99 35600 0.43 5 lakh 6.10 5.67 14 1319 

1998-99 53600 0.65 2.50 lakh 3.05 2.40 4V2 369 

1998-99 1750 0.04 1 lakh 2.50 2.46 57 6150 
1998-99 1650 0.05 2 lakh 6.00 5.95 121 11900 
1998-99 101700 pairs· 216000 pairs 12.36 12.36 2 1236 

1998-99 65400 airs 3.74 196000 airs 11.23 7.49 2 200 
1998-99 288000 nos. 13.25 300000 13.80 0.55 Less than one year 4 

1999- 400 litres 0.34 4995 litres 4.26 3,92 11 1153 
2000 

TOTAL 151.28 

·@There was sufficiynt opening stock of 131000 pairs. · 
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held in stock 

Nearly 30 per cent of 
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for RCH programme 
remained unutilised 
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(ii) In order to reduce the huge stock of materials purchased in excess of 
requirement, these materials were supplied by the Store Officer, State Family 
Welfare Store to the· DMOs in excess of the quantities indented by them. A 
few instances in this regard are given below:-

BP Blade 11" I998-99 II 32,600 I,06,900 74,300 
Razor Blades I998-99 6 15,600 1,00,000 84,400 

1999~2000 3 2,000 70,000 68;000 
Dri sets 1998-99 5 , I,20,000 2,01,500 81,500 
Dettol 1998-99 9 4,992 16,560 11,568 
Iodine Tincture 1998-99 ·9 20 550 530 
Inj.Oxytocin 1998c99 12 62,435 1,31,000 68,565 

it was seen that ~s .of March 2000, 34 items of surgical materials and 
consumables worth Rs 1.30 crore purchased during the earlier years were held 
in stock as shown irt Appendix X:XXIII. , 

(iii) No annual ~erification of stock in the Family Welfare Store had been 
done since 1993-94. Entries in the stock register were not attested by any 
officer. Dates of expiry of drugs had not been noted in tpe register. Hence the 
Department was not able to confirm that the chugs were issued before the 
expiry date .. Stocks. were not handed· over or taken over after due stock 
verification everi at the time of change of incumbency. 

' , 

3.12.5 Child Survival and Safe Moth~rhood (CSSM) and Reproductive and 
Child Health (RCH) Programmes 

, , 

DuringEighth Plan period the. programmes on Universal Immunisation (UIP), 
and Oral Rehydfation Therapy· (ORT) were integrated and brought under 
CSSM Progrannrie. A 'further integration of the programme under RCH by 
incorporatl.ng additional components relating to Sexually Transmitted Disease 
(STD) and Reproductive Tract Infection (RTI) was effected during the Ninth 
Plan period (1997-2000) with a view to ensure relevant services on these 
programmes to all citizens for obtaining the objective of stable population in 
the medium and long terms for the country. Funds for the RCH Programme 
were routed through the State Committee on Voluntary Actions (SCOVA) 
registered in April 1997 with the Chief Secretary as the Chairman and the 
Secretary to Government, Health and Family Welfare as Vice Chairman. 

(a) , Financial Performance 

Though a sum of Rs 19.44 crore was received by SCOVA, nearly 30 per cent 
of the funds (Rs 5.99. crore) remained unutilised as of February. 2000 as 
indicated belOw:- · 
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1998-99 . 20.99 5.35 3.29 4.82 0.53 
1999-2000 36.50 14.09 8.63 8.63 5.46 
Totail 57;49 19.44 1.53 11.92 13.45 5.99 

(b) Non=implementation of components of RCH 

Four components viz. Institutional Development for training, Mobility for 
peripheral units, Modified MIS., Management of Gynaecological problem, 
caricer breast and cancer uterns, have not been implemented. 

(c) Deficiencies in the functioning of SCOVA 

As per the rnles of the SCOV A, the Society had to meet at least once in three 
months but the Committee niet only twice in April)997 cind July 1998 during 
1997-2000. Thus there was hardly any monitodffg:of\ts activities by the 
Committee.· SCOVA failed to ensure the ·1~volvemgnt of. NGOs and 
consequently funds for counselling and innovative programmes were not 
utilised.· 

The Beneficiary Survey conducted by ORG-MARG revealed that the 
involvement of NGOs was negligible as only 3 per cent of the households 
reporting their availability. 

(d) Now-starting of RTJ/STD Clinics 

As per the Action Plan prepared by State Government 14 Reproductive Tract 
Infection (RTI)/Sexually Transmitted Infection (STI) clinics· were to be 
established in 14 First Referral Units (FRUs) in the first quarter of first year 
(1998-99) in 7 districts (Phase I) and during the second year (1999-2000) in 10 
clinics in 10 FRUs in 5 districts (Phase II). Each PRU was to have 2 trained 
doctors for attending exclusively to RTI/STI cases. However, no clinic has 
been established so far (June 2000). 

(e) Purchase of Computers 

GOI in August 1998 released Rs 5 lakh for purchase of office equipment 
(including computers), and Rs 2 lakh for purchase of computer stationery, 
repairs, etc., to improve infrastrncture facilities in RCH projects. It was 
noticed that Rs 6.22 lakh was utilised for the purchase of six computers, one 
Xerox machine, etc., diverting Rs 1.22 lakh from the fund allotted for 
stationery. Four (out of six) computers were issued to officers in DHS and 
one to the Secretary to Government. The allotment of 5 computers purchased 
(cost: Rs 4.10 lakh) with GOI assistance for RCH programme to these officers 
was irregular. · 
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project in 
Malappuram District 
resulted in depriving 
the benefits of the 
scheme. 
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({) Training 

The project envisaged imparting training to 2820 medical and para medical 
personnel in the first quarter of the fir t year (1997-98) at a cost of Rs 1.71 
crore and 1870 personnel in the first quarter of the second year (1998-99) at a 
co t of Rs l.39 crore. Out of Rs 1.43 crore released by GOI during March 
1999 - January 2000 for this purpose, only Rs 0.04 crore (2.79 per cent) was 
spent. 

3.12.6 Failure in implementing UNFPA aided Reproductive Health Project 
in Malappuram District 

GOI accorded (July 1997) administrative anclion for the implementation of 
the United Nations Family Programme Assistance (UNFPA) aided 
Reproductive Health Project in Malappuram District during the periods 1997 
to 2002 at an estimated cost of Rs 2.66 crore with 90 per cent Central 
assistance and 10 per cent State's share and released Rs 27.26 lak.h in October 
1997. As per GOI directions (December 1997) the State Government was to 
meet the initial expenditure for getting reimbursement from UNFPA and to 
send to GOI a realistic estimate of the expenditure. The implementing agency, 
Malappuram District Reproductive Health Project Society was registered only 
in December 1997 and the amount of Rs 27.26 lakh released to the Society 
only in November 1998. Subsequently, Rs 110 lak.h was released to the 
Society by DHS between September 1999 and March 2000. However, the 
society spent only Rs 54 lakh and the balance of Rs 83.26 lak.h remained 
unutilised as of March 2000. The scheme could not be implemented due to 
delay in registering the implementing agency and failure to incur expenditure 
and submit the monthly component-wise reports regularly for getting 
reimbursements from the UNFP A. Non-implementation of the project thus 
deprived the people of the district the benefits of the scheme. 

I 3.13 Purchase of defective X-ray unit 

One 500 MA X-ray unit purchased at a cost of Rs 32.82 lakh was accepted 
inspite of being defective. No action had been taken against the supplier 

Based on recommendation of the Departmental Purcha e 
Committee, Government issued administrative sanction (March 1997) for 
purchase of one 500 MA X-ray unit with IlTV system"' (Rs 36.47 lak.h) and 
one 300 MA X-ray unit (Rs 5.05 lakh) for the Department of Radiodiagnosis, 
Medical College, Kozhikode from Siemens Ltd at a total cost of Rs 4 l .52 
lak.h. Ninety per cent of the cost of machines (Rs 37.36 lakh) was paid in April 
1997 in advance and the machines were supplied in April 1997. The X-ray 
unit were installed only after one year in April 1998 due to delay in making 
available space for the machine. During the trial run (May 1999) the 500 MA 
X-ray unit went out of order and further problems occurred later at frequent 

+ Image Intensifier TV System with usable input field, TV camera, Collimating lens, TV 
monitor etc. 

95 

' , . 



Audit Report (Civil) fo r the year ended 31 March 2000 

interval . The machine ha not worked properly till date. Ba ed on direction 
issued by the Director of Medical Education, the Principal, Medkal College, 
Kozhikode rejected the X-ray unit supplied as it was not commissioned 
satisfactorily and directed the fum (February 1999) to refund the amount paid. 
But no refund could be obtained so far (April 2000), though the agreement 
executed by the firm provided for replacement of defective machine or 
payment of damages to Government. The security deposit of Rs 2.08 lakh 
recovered from the bankers of the firm was credited to Government account in 
July 1999. 

There was abnormal delay in in tailing the machine. Though defect were 
noticed in the machine from the date of installation itself, the Principal failed 
to reject the machine and get a replacement as provided in the agreement with 
the firm; instead the machine was allowed to be repaired and used. No legal 
action was taken by the Principal again t the firm so far (May 2000). 

The matter wa referred to Government in May 2000; reply has not been 
received (November 2000) 

3.14 Defalcation of Government money in a Primary Health 
Centre 

Non-observance of financial rules by the Medical Officer in charge of a 
Primary Health Centre facilitated defalcation of Government money. 

The Kerala Treasury Code Vol.I enjoins that the head of office· is responsible 
for the custody of money drawn on establishment bills from treasury till it is 
paid to the recipient. The drawing officer is required to check the acquittance 
with reference to the pay bill and the money drawn from the treasury. The 
official preparing the bill is not to be allowed to disburse the salary. With 
regard to money remitted to treasury, the officer concerned i required to 
prepare a monthly tatement of moneys remitted and get it ce1tified by the 
concerned Treasury Officer as oon a · possible. 

Te t check by Audit (October 1999) of the accounts of the Primary Health 
Centre (PHC) at Pariyaram in Kannur District revealed that the Medical 
Officers in charge disregarded these coda1 prov1 1on facilitating 
misappropriation of Rs l.71 lakh during July 1996 to October 1999 by the 
Upper Division Clerk (UDC) of the PHC. 

UDC committed misappropriation by (i) drawal of salary in respect of officers 
already transferred (Rs 0.99 lakh) and salary of ficti tious employees (Rs 0.51 
Jakh), (ii) short/non-remittance of excess amounts drawn (Rs 0.07 Jakh), 
(iii) non-remittance of revenue collections in treasury (Rs 0.08 lakh) and 
(iv) other irregular claims (Rs 0.06 Jakh). Forged signatures of employees 
were affixed on acquittance rolls by the UDC. 

• FuncLioning as a drawing and disbursing officer 
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At the instance of Audit, the District Medical Officer (DMO) ordered a 
detailed internal aud~t of the institution. The internal audit conducted in 
October 1999 by the District Level Internal Audit Wing of the department 
confirmed the misappropriation. The UDC was held responsible and placed 
under suspension in Qctober)999. 

Audit scrutiny revealed that the misappropriation was made possible as the 
successive Medical Officers did -not (i) attest each entry in the cash book in 
token of check (ii) attest the entries in the Pay bill register each month and 
(iii) verify the acquittance register as i~equired under Rules. He allowed the 
UDC to prepare the pay bills and to disburse the pay and allowances. 

The DMO had fixed the liability for defalcation against the three Medical 
Officers in charge of the PHC during July 1996 to October 1999. The entire 
amount remained unrecovered as of October 2000. The matter was referred . 
(March2000) to Vigilance Department for investigation, further developments 
are awaited (October ~000) .. OI).e of the Medical Officers (DDO) stated (May 
2000) that as a fresh 'ieerilit she was ignorant of the rules for proper 
maintenance of the registers. Government should consider according proper 

, training· of its officers in financial matters before they are entrusted with 
financial responsibilities involving use of public funds, 

The matter was refer;ed to Government in February 2000; re~ly has not been 
received (November 2000). · ··. 

Building for hospital ward, constructed at a cost of Rs 34.56 faklht 
remained idle for over 4 years · 

Government converted (October 1988) Government Rural Dispensary (GRD), 
at Chokkad Girijan Colony in Malappuram district into Primary Health Centre 
(PHC), Chokkad. In! March 1991, Government sanctioned constmction of a 
40 bedded ward with out patient block, labour rooni etc., for the GRD at an 
estimated cost of Rs 17 .50 lakh. The building completed in March 1996 by 
the Public Works Department at a cost of Rs 34.56 lakh. was taken over by the_ 
Medical Officer (MO), PHC, Chokkad in August 1996. After two years 
Director of Health Services (DHS), Thiruvananthapurain sent proposal to 
Government for creation of 13 additional posts in October 1998. Government 
sanctioned (November 1999) creation of 8 posts (Asst. Surgeon l; Staff Nurse 
4; Hospital Attendant Gr.II 2 and Nursing Assistant 1). As of May 2000, orie" ·. 
Doctor (on contract basis) and one nursing assistant was appointed and two 
staff nurses were pokted on working arrangement (temporarily from other . . 

hospitals). 

Though the building was inaugurated in May 2000 the operation theatre and 
the ward .were not put to use for want of staff. MO, PHC stated (June 2000) . 
that the inpatient wm'd and operation theatre could be made functional only · 
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after appointing a regular doctor and providing facilities to the ward and 
operation theatre. 

Thus, the building constructed at a cost of Rs 34.56 lakh could not be put to 
use and the intended medical facilities were denied to the people of the Girijan 
Colony. 

The matter was reported to Government in June 2000; reply has not been 
received. (November 2000). 

Government's rejection of a proposal of IG (Prisons) on a contract foll" 
cutting and removal of rubber tll"ees lied to loss of Rs 68.75 lakh. 

Director General of Police (Prisons), Thiruvananthapuram invited (January 
1996) tenders for cutting and removal of 12400 rubber trees spread over 1 to 
62 blocks of the open prison, Nettukalthery in Thiruvananthapuram District. 
Of the 20 tenders received, the highest bid was Rs 1239 per tree plus Sales 
Tax (Total Rs 1.54 crore plus ST). Government accepted and confirmed it in 
favour of the highest bidder in January 1996. The work was to be completed 
within 12 months i.e January 1997. 

According to the terms and conditions of the tender notice, the successful 
bidder was to remit (i) security deposit of 5 per cent (Rs 62 per tree) before 
execution of an agreement for the settlement of the tender (ii) advance of 10 
per cent of the bid amount within 15 days of award of the tender for the due 
fulfillment of the contract (iii) 40 per cent of the tender value before starting 
the slaughter tapping and (iv) the balance 50 per cent before stmting the 
cutting and removal of trees .. 

The highest bidder did not remit the amounts as required in the tender notice. 
Instead, he sought for (Februm-y 1996) permission to remit the amount in 12 
instalments. The proposal was rejected by Additional Chief Secretm·y (ACS) 
to Government, Home Department in June 1996 on the ground of violation of 
conditions of tender. Thereupon, the second highest bid which was Rs 1149 
per tree plus ST (Total Rs 1.42 crore +ST) was recommended (August 1996) 
by Inspector General of Police (Prisons) for acceptance by Government on the 
ground that there was no chance for better offer on retender. The ACS 
however, ordered (December 1996) re-invitation of tenders without recording 
any reason. 

A reterider in March 1997, failed to fetch any favourable offer. The 
Government therefore, decided to put the work to tender for the third time. In 
the meantime, number of rubber trees was reduced from 12400 to 1179 .: 
allegedly due to heavy rairi, wind, and other natural calamities. The work was 
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put to tender again in March 1998;, The highest offer received for Rs 625 per 
. tree. plus ST (Rs 73.72 lakh plus ST .for 111795 trees) was accepted' and 
confirmed by Government in September 1998~· The highest bidder.' remitted 
Rs 81.09 lakh including ST (Rs 8.06 lakh in December' 1998 and Rs 73.03 
lakh in :October :1999) and completed the work as per the tender schedule. 
Unjustified non-acceptance of . the; second highest offer without any recorded 

· reasons by ACS, Honie Department brought down the bid price· by Rs 61.80 
lakh. Besides due to loss of 605 trees with the passage of time, Government 
lost Rs 6'.95 lakh. Ha4 the ACS acted judiciously while dedding the tenderer 
not only the loss of· Rs 68.75 lakh could have been avoided, the delay of '.3 
years in earning the'revenue could also have heeh avoided. · · 

' ' ' 

The matter was referred to Government in July 2000.; reply has not been 
received. (November 2000) . 

. . Out of , Rs· 76.25 · lakh released for payment of subsidy towards 
Rehabilitation· Housing Scheme. Phase III; Rs 20.78 lakh was :misµtmsed' 
for payment pf loan portion, while lmspetlt ba!anc~' of'R§ 4(l/71 lakh ~k§: ' 
irregularly retained by Collectors fo:rover nine years. · 

- . - - . - • . - _. --, . . . . • • .- - . - - : -. - - -- •• - . '. ': .J .- - . r·; . 

. Government· bf · Kerala sanetioned · (October .. 1988) Rehabilitation: -Hciusirtg ~. 
Scheme.·• (Phase ill)·. for economically· weakef . 'sections; 'df :-s6ciety'.;: ;'tile~ 
estimated. cost of con~trnction ·of each house \vas Rs 9000;. c6iisistirig1'6'f_ . 
Rs 7500 as loan frolil Kerala State Housing Board, (KSHB) to be recovered_ ii)_ 
180 equal monthly !nstalmerits, and Rs 1500 by way of subsidytd·be.s'hared 
equally by Government and the local body: atthe. r~fo ofRs·75.0' each; - The . 
loan was to. be released in 3 inst.alinents artd. subsidy Was :to be paicf albtig 
with the third instalment of the loan. . ' ' ' i . ' '. -

During September 1989 to March ·1991, Government released Rs 70 lakhtb 
District Collector,' (DC) Malappllram towards payment of'subsidy 'without 

. assessing the tiuml:>er of beneficiaries . . An amount. of Rs 6'.25·1akh was aiso 
received·from thet>istrict Council, Malappura'.m . . · · ·· 

:_. 1 -

As against the requireiherit nf Rs 35.54 lakh for payment of subsidy to 4739 
selected ·beneficiaries 'in fom" Taluks of the· DistriCt; ·.an amount 'of Rs· 56.32 
lakh w~s distriblltedl (Septem1Jer 1989 to: March 1991) among: the four 

. . . I .·.. . . .. . . . . . . ... 
. Tahsildars resulting in yxcess allotment of Rs 20.78 lakh: The:balance;amouilt 
of Rs-19.93 lakh was dep.osited in_ a Treasury Public Account held by the DC 
Based ori':an order.· (March 1990)froni the :Commissioner and Secretary to 
Government, Housing' Department, the. excess amount<provided 'to the 
Tahsildars ·was diverted for ill:aking payment . of loan iristalinents: The 
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collections towards recoveries, of loan made from the beneficiaries were 
remitted to the account of KSHB without adjusting it towards the subsidy 
diverted from Government funds. 

On this being pointed in audit (January 1992), the excess amounts were 
recovered by the Tahsildars and re-credited to the TP Account of the District 
Collector during the period February 1998 to April 2000. 

As against the actual requirement of only Rs 35.54 lakh for payment of 
subsidy Collector's action in alloting Rs 56.32 lakh to the Tahsildars was 
irregular. Though this was pointed out by Audit in January 1992, Collector 
took 6 years to take action. Thus, the unspent balance of Rs 40.71 lakh which 
should have been credited to Government account is still (May 2000) retained 
by the District Collector in his TP account. The DC stated (May 2000) that the 
amount was credited to TP account for subsequent utilisation in ongoing 
housing schemes. The procedure adopted by the DC was frregular. As of 
April 2000 only 4187 houses were completed. 

The matter was referred to Government in March 1999 and again in February 
2000; reply has not been received (November 2000). 

Rs 2.41 crore released for establishmelllt of Industrial Growth Centire in 
Pathanamthitta District remained blocked for 2 to 6 years due to failure 
of the Government to acquilre the land. 

Government sanctioned (October 1994) acquisition of 250 acres of lanq at 
Kunnamthanam village in Mallappally Taluk of Pathanamthitta District for 
establishing an Industrial Growth Centre approved by Government of India in 
March 1994. The implementation of the project was entrusted to Kerala State 
Industrial Development Corporation (KSIDC). In November 1996, the 
Managing Director, KSIDC informed Government that the project was not 
technically and commercially viable in view of the non-availability of land 
and high cost of land and advised Government to drop the land acquisition 
proceedings. But the Principal Secretary to Government, Industries 
Department, went ahead with the acquisition of a reduced extent of 100 acres 
of land for setting up of an Industrial Development Area (IDA). Government 
released Rs 2.41 crore (Rs 0.79 crore in March 1994 and Rs 1.62 crore in 

-February 1998) to the District Collector, Pathanamthitta for land acquisition. 
The entire amount was kept under Civil Deposit by the District Collector. 

Out of 96.07 acres of land required for the Project, only 61.70 acres were 
taken possession between June 1998 and February 1999 at a cost of Rs 1.4 : 
crore. No developmental activities have been taken up in the land as o'-
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October2000. An extent of 34.37 acres of land was cov_ered by stay of High 
Court. An -amount of Rs 97 lak:h has been retained by the District Collector 
(November 2000). -

The Project -of establishing Industrial Growth Centre was a flaw from the 
beginning as the Government of· Kerala had sanctioned the scheme without 
ascertaining availability of land in the area, a prerequisite for the project. 
Government went ahead with the acquistion of reduced area for setting up of 
IDA disregarding the suggestion made by KSIDC and released funds,_ but 
again failed to acquire the same (November 2000) thus rendering the entire 
expenditure of Rs 2.41 crore unfmitful. · 

Government while accepting the facts stated (April 2000) that Advocate 
General had been addressed to get the stay vacated so as to -complete the 
acquisition proceedings. -

Failure of the scheme for establishment of motorised spinnfog units ill]. 
Cob" Co-operative Sodeties rendered Government subsidy and Hoan of 
Rs 3.12 crore unfruitfuH. 

In 1994 Government of Kera:la approved the scheme for establishment of 
'Motorised Spinning Units' in Coir Co-operative Societies under Integrated 
Coir Development Project. The Kerala State Co-operative Coir Marketing 

- Federation Limited (COIRFED) was the implementing agency of the scheme. 
The scheme envisaged establishment of 100 'motorised treadle ratts' in each 
co-operative society (unit) capable of spinning superior -. yam of uniform 
quality and of varietie_s required for products manufacture and exports. 
National ·Co-operative Development Corporation (NCDC) was to provide 
75 per cent finance for the scheme as loan to State Government and 
Government in turn was:to disburse 25 per cent as subsidy and 50 per cent as 
loan to COIRFED on behalf of the Society. The balance project cost was to be 
met by subsidy from GOI (20 per cent) and Societies' own contributions (5 
per cent). -

In -Kallam District, 18 Coir Co-operative Societies were selected for 
implementation of the scheme and these societies were paid an assistance of 
Rs 3.12 crore* (including the cost of ratts) during November 1994 to March 
1997. COIR.FED arranged the supply of motorised ratts through other firms. 
Out of 1399 ratts supplied to the 16 societies during the period 1994 to 1998, 
only 460 (33 per cent) were in working conditiOn (June 2000). Balance 939 
ratts were either damaged or not in working condition. No ratts were supplied 
to two societies under the scheme. 

* NCDC foail: Rs 164 'lakh, Government of India Subsidy: Rs 65.60 lakh and :State 
Government Subsidy: Rs 82 Iakh 
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Though the loan was to be utilised within 3 months, utilisation certificates for 
Rs 68.40 lakh in respect of only 4 societies were submitted by the Project 
Officer (PO) (Coir), Kallam to the Director of Coir Development as of May 
2000. The societies failed to repay either the principal or the interest so far 
(June 2000) which were due from the second anniversary of the date of 
receipt of power connection or after expiry of sanctioned utilisation period 
whichever was earlier. The scheme also, failed miserably due to failure on the 
part of implementing agency to ensure quality of ratts supplied. The PO 
attributed the poor implementation of the scheme to high cost of production in 
the mechanised ratts; poor output, scar.city of skilled labour and sale of yarn 
below production cost. The above facts revealed that the scheme was 
conceived without proper planning and Rs 3.12 crore spent on the scheme was 
by and large unfruitful. Moreover, the Government was saddled with the 
1;esp6nsibility of repayment of loan availed from NCDC to finance the scheme. 

Government stated (August 2000) that the project had been conceived as a 
pilot project with a Jong te1m objective of modernisation of coir industry 
through systematic mechanisation .. This is not tenable as the scheme failed in 
achieving its objectives mainly due to· failure of Government to monitor the 
progress and take appropriate and timely corrective action. 

Introduction 

A review on the implementation of the Members of Parliament Local Area 
Development Scheme (Scheme) in Kerala was included in the Repmt of the 
Comptroller and Auditor Gener~l of India for the year ended 31 March 1997, 
No.3 of 1998 Union Government (Civil). The scheme was reviewed again in 
audit during May-August 2000 in 6 districts/10 constituencies covering the 
period from 1997-98 to 1999-2000, Total amount of funds released and spent 
for implell1:entation of the' scheme during the period covered in . audit were 
Rs 175.77 crore and Rs 110.99 crore respectively. Amount of expenditure 
covered in the current audit was Rs 33.54 crore. 

Audit findings 

Previous review covering the period from 1993-94 to 1996-97 revealed mainly 
the following deficiencies and iITegularities in the implementation of the 
scheme. 

(i) Under:-utilisation of ·funds resulting in. denial of benefits .envisaged 
under the scheme. 

(ii) Works recommended by Members of Parliament (MP) either not taken 
up or left incomplete. 

(iii) · Scheme funds spent on inadmissible works/items. 
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(iv) Asset register not maintained by the implementing agencies. 

(v) Utilisation certificate not furnished by the executing agencies. 

(vi) Non-inspection of works by the District Collectors and other 
concerned officers. 

The cmTent review indicated that these irregularities were not fully addressed 
and the same continued as noticed from the following: 

Funds released remaining . 
unutilised resulting in denial 

. of desired benefits 

Works recommended by 
Members of Parliament not 
sanctioned/completed 

Execution of inadmissible 
works 

Of Rs 88.84 crore released by the Government of India for implementation of the 
scheme during the years 1997-98 to 1999-2000, only Rs 33.54 crore ('.:i8 per cent) 
were spent resulting in denial of full benefits envisaged under the scheme. The 
heavy shortfall in utilisation of Central assistance was mainly attributable to delay 
in execution of works by the executing agencies. The expenditure reported as 
incurred, was overstated 9Y District Collectors as these included unspent balances 
lying with ·executing agencies. In 5 test checked districts ·alone expenditure 
reported by District Collectors was overstated by Rs 1.93 crore. 

Out ·of 4083 works recommended. by Members of Parliament in. 3 years during 
1997~2000, 3120 works were sanctioned for execution as of March 2000. Of these 
only 945 (30 per cent) were completed. Works recommended by 18 MPs (Lok 
Sabha: 10; Rajyasabha: 8) and test checked in audit, these were 2734, 2162 and 662 
(31 per cent) respectively. The shortfall in completion of works was mainly due to 
non-finalisation of plan and estimates, non-allotment of land and unwillingness of 
the beneficiary committees to execute the works ~t PWD Schedule of Rates. 

Though the scheme guidelines forbid construction of commercial complex, office 
building and incurring of revenue expenditure, in three districts 10 such works were 
saridioned during 1997-98 to 1999-2000 and were executed at a cost of Rs 17 .86 
lakh. . 

4. Works completed but not There was no formal handing over of the assets created by the executing agency to 
handed over to beneficiaries/ the user agency nor any taking over. 

not utilised Test 
0

check in 6 districts reveiiled that 27 buildings constructed during May 1997 to 
May 2000 at a cost of Rs i'.50 crore for housing ICU, Blood Bank, IP Ward, 
Labour room, etc., were kept idle for periods ranging from 6 months to 3 years for 
want. of staff, equipment, necessary licence, etc to be arranged by user departments. 

5. Non-maintenance of Asset In two out of six test-checked districts, rio asset register was maintain.ed. In the 

6. 

7. 

Registers . remaining four districts, though ·the register was maintained, details of completion 

Monitodng 

of works, employment generated up-to-date, details of assets created, etc., were not 
entered in the register. 

Scheme guidelines provided that the Heads of Districts should visit and inspect at 
least 10 per cent of the works. every year. The senior· officers· of implementing 
agencies were required to inspect these works through regular visit of the work 
spots to ensure that the works. were progressing satisfactorily. None of the District 
Collectors in the. 6 test checked districts had inspected any work during 1997-2000 
as required. No schedule of inspection for other .officers had been prescribed by 3 
of the District Collectors. In the remaining 3 districts though schedule of 

· inspection had been prescribed (July 1998) details of compliance· were not on 
record. Inspection of works in 5 out of ·6 districts were confined to inspection of 
completed work~ by Officials of District Planning Office. before making final 
payment. 

Non-furnishing of utilisation 
certificates. 

Certificate on utilisation of the funds was to be furnished by the District Collectors 
to the Government of India. But no separate utilisation certificate was sent other 
than the statement of actual expenditure every month. Though completion 
certificates were obtai.1< • fr< .r implementing. ageneies, the District Collectors did 
not insist for submission ' f s ·parate utilisation certificate. 

'--~-'-~~~~~~~~~~-'-~~~~~~~~~ 
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Conclusio1i · 

The scheme was not being properly monitored as envisaged in the guidelines. 
District Collectors were not inspecting the works and only 3 review meetings 
were held during six years 1993-2000 at State level. No evaluation of the 

· implementation of the scheme had been conducted till date (September 2000) 
by any agency except a study by the Programme Evaluation Organisation 
of Planning Commission in ·selected districts of the State during 
March-July 2000. The report of the study was awaited. 

Delay in finalising plan and estimates, allotment of land, insufficient allotment 
of funds for individual works by MPs., etc., had affected the pace of 
iniplementation of the Scheme. Lack of co-ordination between the 
implementing and user agencies resulted in the assets lying idle. 

The matter was referred to Government in June 2000; reply has not been 
received (November 2000). 

Expenditure of Rs 83.98 c:rore incurred by the State Government on 
National Highways remains to be reimbursed by Government of India 

The expenditure on National Highway works executed by NHDivisions in the 
State is initially met from State funds. On the basis of claims preferred by 
Accountant General (A&E), alongwith vouchers from National Highway 
divisions, the amount is reimbursed. by the Pay and Accounts Officer (PAO), 
National Highways, Government of India (GOI), Bangalore. 

At the end of May 2000, an amount of Rs 83.98 crore was outstanding in 
Accountant General's books awaiting reimbursement from the PAO of which 
Rs 24.85 crore related to the period from 1979-80 to 1996-97. :Scrutiny 
revealed that the amounts were either withheld or disallowed by the PAO for 
want of vouchers from the divisions, sanction for the job, revised estimates 
etc. Due to failure of the NH divisions to supply wanting documents, 
amounts due to the State from the GOI are pending for two decades. 

The matter was brought to the notice of the Secretaries of Finance and Public 
W arks Departments in April 2000 for urgent action in the matter and to 
enforce accountability of officials for the delay. 

104 

·1 

I 
I 



Chapter III- Civil Departments 
:;+ , s '* ~mr&Williiiliiii Hi· 9 4 F 

Government stated (September 2000) that effective action was being taken for 
the release of the amount withheld by the PAO and that strict instructions have 
been given to the officers to submit the claims in proper shape to the PAO. 

Failure to take over the acquired land resuUed in noncimplementation of 
the project and blOcking of Rs 1.50 cro.re .. · 

Special Tahsildar, Land Acqaisition (LAO), PWD, Thiruvananthapuram 
received Rs 1.50 crore between April 1996 and November 1996 from Public 
Works Department (PWD) for acquisition :of 10.5910 hectares of land for 
construction of Saddle dam for the Vamanapuram Irrigation Pn1ject in Vithura 
village in Thiruvananthapuram district. LAO passed awards for Rs 1.37 crore 
(between March 1996 and N oveinber 1996) for acquiring the land. 

Out of 10.5910 hectares of land acquired, LAO took over 5.3365 .hectares of 
land and handed these over to PWD (1.3360 hectares in March 1996 and 
4.0005 hectares in November 1996) after making payment ofRs 66.78 lakhto 
the land owners. The balance 52545 hectares of land could not be taken over 
by Revenue Authorities even after a lapse of more than three years as the land 
owners and other local villagers were not willing to hand over possession and 
physically obstructed the entry of Government staff on the acquired land. 

As a result, Government could not take possession of nearly half of the 
acquired land. Out of Rs 1.50 crore deposited by the PWD with the LAO, 
Rs 83.30 lakh still remains blocked in Revenue Deposit (April 2000). No 
effective action has been taken by Government to settle the dispute with the 
local people and consequently the expenditure of Rs 0.67 crore on land 
acquisition remained unfruitful. · 

The matter was referred to Government in May 2000; reply has not been 
received (November 2000). 
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The Accountant General (Audit) - (AG) arranges to conduct. periodical 
inspection of th.e Government departments to test check the transactions and 
verify the maintenance of important accountl.ng and other records, as per ,· 
prescribed rules and procedures: These _inspections are followed up with _ 
-inspection· Reports (IRs ). When· important irregularities detected during _ 
inspection are1iot settled on:·the spot, th~se IRs are issued to the Heads of 
offices inspected, with a copy to the ii.ext higher authorities. The provisions 'of 
~erala Financial _Code. and instructions* issued by Government provide for 
prnmpt response by the executive to the IRs issued by the AG to ensure 
rectificatory action in compliance of the prescribed rules and procedures a11d 
accountability for the· deficiencies, iapses etc., noticed during his. inspection. 
The Heads of offices and next higher authorities are requfred to comply with 
the observations contained in the. IRs and .rectify the defects and omissio,ns 
promptly and report their compliance .to the AG. withi~ four weeks of their -· 
receipt Serious irregularities are also broughtto the notice of the Heads of 
Departments by the Office of the AG; A half-yearly report of pending IRs is 
sent to. the Secretary of the concerned department, to facilitate monitoring. of· 
the audi_t observations in the pending IB,.s .. 

A review of the Inspection Reports issued up to Dec::emb~r 1999pertaining to 
3:central Prisons, one Open ;prison and 20 other offices of Jails (under Honie • 

.. Department) : arid 22 offices of Printing and Stationery (under Higher 
Edl}cation (H) department) disclosed that 513 paragraphs contained in 130 IRs 
remained unsettled as at the end.of June 20_00. The year wise position of the 

. outstanding IRs and Paragraphs are given below:-

Jails Depart11ient. 

11 33 336.44 

1997-98 8 40 284:04 

1998-99 6 33 142.31 

1999-2000 4 . 32 116.25 

Total 45 178. 1025.09 

* ;Hand book oflnstructions for the speedy settlement of audit objections/inspection reports, 
etc'. issued by Finance Department. 
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Printing & Stationery Department 

Up to 199~-96 48 170 214.68 

1996-97 8 32 57.94 

1997-98 . 9 30 ... 50.95 

1998-99 9 38 236.14 . 

1999-2000 11 65 2886.18 

Total 85 335 3445.89 
. - . -

. . - . 

The foU~wing irregularities commented upon in the !Rs.remained unsettled as 
at the end of June 2000 . 

. Drnwal of fonds at the fag end of the year, 
retention of funcis in TP/PD/ Bank accounts, 
diversion of funds, excess/un-authohsed 

.. 

ex enditure. 
2. Idle machinery, e ui merit and vehicles. 16 30.94 30 204.08 
3. ·· Excess payment of personal claims and other 67 15.32 81 .174.52 

establishment· matters. 
4. DCB statement, ending recoveries, etc. 16 503.00 49 2183.52 
5. Misappropriation, loss, theft, short collection, 16 87.58 16 8.12 

de la iri remittance etc. 
6. Advances ending final adjustment 7 119.93 21 687.20 
T Others .. 46 222.50 116 81.03 

Total 178 1025.09 335 3445.89 

A Review of the Inspection Reports which were ·pending for want of final 
replies, in respect of the two departments revealed that the Heads of offices 
whose records were inspected.by AG and the Heads of Departments failed to 
discharge due responsibility, as they did not send replies-to a large number-of 
!Rs/paragraphs, ind1cating their failure to initiate action in regard to the 
defects, omissions, and irregularities pointed out in the IRs. The Secretaries to 
Government in the concerned Departments, who were informed of the position 
through half yearly reports, also failed to ensure that the concerned otifoers of 
the Department took prompt action for speedy settlement of the objections. 
The above also.indicated inaction against the defaulting officers and thereby 
facilitating the continuation of seiious :financial irregularities. and -loss. to 
Govern:µient. · 

It is recommended that Government should accord due priol'ity to this matter 
and ehsure that procedure exists for (a) action against officials who fail to send 
replies to the IRs 'within the prescribed time schedule (b) action to recover 
losses/outst_anding. advances/ovei" payments in a time bound rrianner, and ( c) 

. revan1ping the system for proper response to the· audit observations in the 
·Departments. 
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As reported to Audit, 153 cases of misappropriation, losses etc involving 
Government money (Rs 174.13 lakh) which took place till the end of March 
2000 were pending finalisation at the end of June 2000. This included 8 cases 
where monetary value of loss/misappropriation had . not been assessed. 
Department wise details ofcases are given in Appendix XXXIV. Year wise 
details of the outstanding cases are given below: 

1994-95 and prior years 104 109.95 

1995-96 6 2.36 

1996-97 7 8.83 

1997-98 13 43.51 

1998-99 20 9.22 

1999-2000 3 0.26 

Total 153 174.13 

A broad analysis of the reasons for pendency is furnished below: 

1 Awaiting departmental and criminal 62 46.20 
investigation 

2 Departmental action started but not completed 67 104.68 

3 Awaiting orders for recovery/write off 11 7.72 

4 Pending in courts oflaw 13 15.53 

Total 153 174.13 

According to information received by Audit, sanctions for writes off of 
Rs 11.71 lakh in 60 cases and waivers amounting to Rs 0.94 lakh in 6 cases 
were issued by various authorities during 1999-2000. Department wise details 
are given in Appendix XXXV. Information for 1999-2000 sought in April 

· 2000 had not been received (November 2000) from 23 departments of 
Government and 18 Heads of Department. 

Government had to finalise remedial action on all audit paragraphs within a 
period of two months of the presentation of the Reports cif the Comptroller and · 
Auditor General of India to the Legislature. The Administrative Departments 
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concerned were required lo furnish notes explaining the remediaJ/corrective 
action taken (ATNs) on the audit paragraphs to the Public Accounts 
Committee (PAC)/Committee of Public Undertakings (COPU)# as well a to 
the Accountant General within the prescribed time limit. 

The position of pendency as of October 2000 in furni . hing A TNs on 
paragraphs included in the Report of the Comptroller and Auditor General of 
India, Government of Kerala (Civil) pertain ing to the years 1986-87 to 
l 988-89, 1990-91 and J 992-93 to 1998-99 was as indicated below: 

Reference to Report Numl>er of Numl>er of Numl>er of 
(year and number) Paragraphs paragraphs for which paragraphs for 

included ATNs have l>ccn which A TNs were 
furnished by due from 
Government Government. 

1986-87 (No.3) 52 5 1 I 

1987-88 (No.6 of 1989) 29 28 I 

1988-89 (No.4) 57 55 2 

1990-9 I (No.3) 38 37 I 

1992-93 (No.3) 53 48 5 

1993-94 (No.2) 73 6 1 12 

1994-95 (No.3) 65 60 5 

1995-96 (No.3) 62 43 19 

1996-97 (No.3) 47 25 22 

1997-98 (No.3) 57 22 35 

1998-99 (No.3) 57 8 49 

Total 590 438 152 

The department wise details of the ATNs pending are furnished in Appendix 
XXXVI. 

# Paragraphs relating Lo KWA and Kerala Khadi and Village Industries Board are examined by 
COPU 
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Fishery Harbour Projects (FHPs) are intended to help the fishermen obtain 
increased fish catch by providing safe landing facilities and consequent 
increase in the number of fishiTig days. Out of eight projects taken itp for 
execution between August 1981 and lYlarch 1995 by the Harbour Engineering 
Department, five projects were completed as of March 2000 after a delay of 3 
to 5 years and the remaining three projects we1~e delayed by 2 to 6 years with 
the cost overrun of Rs 17.74 crore (March 2000). Total expenditure on the 
projects was Rs 100.05 crore against the sanctioned estimate of Rs 74.33 
crore. De.lay iii completion of the projects had also resulted in non-collection 
of revenue.~ Though five projects have been completed, the fish catches in the . 
State were dec;.lining. 

[Paragraph 4.1.3) 

[Paragraph 4.1.5) 
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[Paragraph 4.1.6] 

[Paragraph 4.1.8] 

[Paragraph 4.1.9] 

· [Paragraph 4.1.10] 

[Paragraph 4.1.11] 

[Paragraph 4.1.12] 

4.1.1 Introduction 

FHPs are Centrally sponsored schemes taken up for facilitating increased fish 
catch by providing safe landing facilities and thus increasing the number of 
fishing days. The main components of such a project are construction of 
rubble mound breakwater for providing safe landing facilities and berthing 
pfaces for both mechanised and traditional.. crafts throughout the year, wharf, 
auction ·hall, etc. The execution of civil engineering works including 
investigation, planning, design and preparation of project reports of the 
projects and their maintenance are done by the Harbour Engineering 
Department (BED). Fifty per cent of the project cost is met by Government of 
India (GOI) by way of grant. 
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HED works·. under a Chief Engineer ·(CE) .. with headquarters at 
Thiruvaiianthapuram who is assisted.by three* Superintending Engineers (SE). 
Secretary, Fi~heries and Ports Department is in overall charge of the 
Department. There are seven project divisions at Vizhinjam, Thangassery, 
Neendakara, Kay~mkulam, Munambam, Kozhikode and Kannur. 

4.1.2. Audit coverage. · 
. ' - . . 

· A review on the functioning of the FHPs was conducted by Audit during 
December 1999to March 2000 with reference to re~ords in Fisheries and Ports 
Department in the Government, Chief Engineer's Office, three Circle and 
seven Division' Offices. The results of the review are brought out in the 
succeeding paragraphs. 

4.1.3 · Financial outlay and time overrun 

The estimated cost of the FHPs, Central assistance received, expe~diture 
incurred till the end of March 2000 and time overrun were as follqws: · 

Munambam 18.95 (R) .11.67 6.84 17.13 June 1992 June 1994 March 1998 
Puthiyappa 9:63 (0) 9.63 4.81 10.71 January · · September. 1'.ebruary 

1990 1992 1996 

Chombal 9,75 (R) 5.56 3.70 8.31 March 1995 March 1996 May 1999 

MoplaBay, 8..16 (0) 8.16 4.08 9.42 _Oct.ober Apdl 1995 May,1999 
1993 

Vizhinjam 15:84 (R) 7.04 6.90- 12.10 June 1994 October Not 
1996 com leted 

Thangasse[y. 47.42 (R) 19.80 9.87 32.48 November November Not 
1991 1994 com leted 

Kayamkulam 17.70 (R) :6.25 2.00 2.18 Work not 
· August 1998 

arran"ed 
Total 133~67 74.33 41.31 100.05 

(0 - Original, R - Revised) 

.46 
42 

39 

50 

48 

72 

24 

The completecL five projects exceeded the sanctioned estimates by 11 to 49 
per cent arid were delayed by 39 to 56 months for completion. In Munambam 
and· Chombaf projects, GOI was yet to approve the revised estimate, In the · 
retnaining 3 incomplete projects, though expenditure in respect of Vizhinjam 
and Thangassery exceeded the sanctioned estimates by 72 and 64 per cent 
respectively, n.o revised estimates had been prepa~ed as of January 2000. 
Government did not fix any revised date of completion of these projects as of 
October2000 .. As such, Rs 46.76 crore invested .:in these incomplete projects 
are so far unfruitful even though cost of 2 projects has exceeded the estimate 
by 66 per cent. · 

• Kollam, Kozhikode and Thiruvananthapuram 
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Of the 3 incomplete projects, construction of one project (Kayamkulam) has 
not been arranged for the last six years though approval of GOl was received 

. in August 1994 and Central assistance of Rs 2 crore recejved in December . 
1996. GOl stipulated that the work was to be completed by August 1998 but 
the main work; viz, construction of breakwaters was put to tender only in 

·March 1998. · However, High Court of Kerala awarded stay (as of October 
·. 2000) in response to a petition filed by a bidder. Even though main work did 
not start, Rs 2.18 crore was spent on . ancillary works like dredging, 
construction of reclamation bunds, installation of weigh bridge, etc and salary · 
of staff. In· the absence of breakwaters, expenditure on dredging (Rs 25.06 
lakh) would beinfructuous as discussedin paragraph 4.1.12. 

4.1.4 'Non-closure of accounts of completed projects 

The accounts of the five completed projects have not been closed as of March 
2000 though the projects were completed between March 1988 and May 1999. 
Expenditure on establishment and maintenance of the projects continues to be 
included under the plan outlay. 

4.1. 5 ·Physical target and achievement 

The target and achievement of fish catch in respect of the FHPs were as 
follows: 

in tonnes 
1. Neendakara 76702 (1977-78) 10005 86707 93657 
2. Munambam 25000 (1988) 6801 31801 16764 . 
3. Puthi a a 44440 (1979-80) 16547 60987 NA 
4. Chombal 4329 (1987). 12880 17209 NA 
5. Mo laBa NA 7087 7087 NA 
6. Vizhinjam 24000 (1985) 47000 71000 14456 
7. Thangassery 8573 (1982) 28103 36676 NA 
8. Kayamkulam 28995 (1993) 7265 36260 NA 

Total 212039 135688 347727 
NA - Not Available 

The actual fish catches in respect of the Munambam project and partially 
completed FHP at Vizhinjam were less than even the estimated catch at the 

. time of preparation of the project reports. Evidently; benefits from these 
projects were over projected. Department has not compiled the information 
regarding the fish catches in other completed projects. Thus, they were not 
aware of the impact of the project on fish catch. The CE had also not issued 

·any direction to the Executive Engineers (EEs) to collect the details of fish 
catches in respect of completed FHPs. The ·total fish catches in the State was 
also decreasing from 6.63 lakh 1onnes in 1990 to 5;81 lakh tonnes in 1999. 
Department was not aware of the reasons of low fish catch: 

-~.Central Marine Fisheries Research Insti~ute; Kochi 
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· 4.1.6 Non~viable fishery harbour projects 

Government accorded sanction for construction of FH on · the basis of 
feasibility study conducted by CE. Viability of the project was dependent on 
additional fish catches for 15 years on completion of the harbour. It was 
noticed in audit that project reports were not realistic due to adoption of 
inflated data on fish catches, fishing days and number of fishing vessels. 
Taking up of unviable projects resulted in drain of public exchequer as the 
projected benefits did not actually accrue to the fishermen. Some instances 
are given below: 

(i) Five FHs were completed and were in operation from various dates 
from March 1988 onwards with the stated objective of increasing the fish 
landing. However, according to CMFRI the total fish catches in the State was 
steadily decreasing from 1990 onwards. Project-wise analysis of fish catches 
revealed that in Munambam and Neendakara FHPs, against the projected fish 
catch of 0.32 lakh tonne and 0.87 lakh tonne, the actual fish catches during 
1999 were 0.17 lakh tonne (53 per cent) and 0.94 lakh tonne (108 per cent) 
respectively. Details in respect of fish catches from the other 3 completed 
projects were not available with CMFRI. 

(ii) In Vizhinjam FR, construction of breakwater was completed and safe 
landing facility was available from 1982 onwards. As per the project report 
prepared in 1985 for infrastructure development of Vizhinjam FH, existing 
annual fish production was 24000 tonnes and on completion of the project 
there was to be an increase in fish landing by 47000 tonnes. However, 
according to CMFRI the annual fish landing in Vizhinjam ranged only 
between 6216 tonnes (9 per cent of the projection) and 15547 tonnes 
(22 per cent of the projection) during 1991 to 1999. Evidently, the project 
report was based on inflated projected return. · 

(iii) The project report for Kayamkulam mentioned that on its completion 
the congestion at Neendakara, where 3000 boats were landing daily in peak 
season (August-September) against its maximum berthing capacity of 2000 
crafts, could be reduced. However, as of May 1998 daily landing of boats 
during peak season was only 2000 (source: Assistant Executive Engineer 
(ABE), Neendakara Sub Division) and the number of crafts available at 
Neendakara during September 1998 was about 1600*. Thus, projected figures 
of output and services in the project reports were highly inflated which 
facilitated getting the projects sanctioned by GOI. 

(iv) The project report for Thangassery envisaged construction of two 
breakwaters for a total length of nearly 3 km. GOI observed in January 1987 
that as the fishing crafts operating in the area were traditional beach landing 
crafts such as canoes and catamarans, the investment on the construction of 
two breakwaters with a total length of nearly 3 km to provide a basin of 1800 
metres x 600 metres for. motorised vessels was not at all justified. 
Consequently, GOI disagreed with the viability of investment of Rs 9 crore in 
the FH. The revised estimate of the State Government increased the projected 

•Source: CMFRI 
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estimated fish landings by the motorised traditional crafts at Thangassery to-be 
15.74 tonnes per annum against 6 tonnes indicated earlier. Scrntiny of 
records in RED/Directorate of Fisheries revealed that the revised estimate,of 
fish landings was without any basis and the Department could not state as to 
how. they arrived ·at the revised enhanced :projection at 15.74 tonnes per· 
annum. The minutes of the Departmental Sanctioning Committee of Ministry' -.· -
of Agriculture, Department of Agriculture and Cooperation. revealed that the 
revised projection was purportedly based on the data published by CMFRI. 
On enquiry, CMFRI, however, informed that the computation of catch rate and 
addition thereof ~a:s not known to them and they could not comment on the 
basis on whfoh. itje State Government had made the projection. 

! 

Based on the revised figure, the project was judged as economically viable and 
was approved by GOI in October 1988. for an estimated cost of Rs 14.11 crore 
to be completed by October 1993. -~However, 12 years after this revision, the 

_ project was still incomplete and Rs 32.48 crore was spent as of March 2000. 
The project cost was subsequently revised in 1998 to Rs 47.42 crore due to 
successive.revision of Schedule of Rates (SoR) and addition of Part II costing 
Rs 5.99 crore. The cost of a single project alone constituted about 35 per cent 
of the total estimated cost of all the 8 fishing harbours put together. Despite a 
total expenditure of Rs 32.48 crore inc_urred as of March 2000 the harbour was 

- receiving .· country boats as before and the harbour was not fully 
operationalised as breakwaters, aµction hall and adminis_trative block were not·.-::_ 
completed even as of October 2000. -

- . 

4.1.7 Lack ofm01iitoring and co-ordination by Governme_nt 

The project reports of Neendakara and Vizhinjam projects envisaged setting 
up of an FTO* under the Directorate·of Fisheries headed by a Joint Director of 

· Fisheries. FTO was to ensure availability of essential shore facilities and 
services to fishermen and· processors in the port, to monitor the operation of 
auction hall and to maintain accurate statistical records of fish catches. Even 
though Neendakara project was completed in 1988, FTO had not been 

- constituted (November 2000) and management of the harbour was still vested 
with HED~ Project reports of other FHPs were silent on the constitution of 
FTOs. In the absence of FTOs G0vernment failed to collect statistical 
information regarding fish catches in any· of the completed projects. There 
was no co-ordination between HED and Directorate of Fisheries and no data 
on actual fish landings in the FHPs were available. Consequently, the extent of __ 
additional fish catches landed in the projects could not be known. Therefore,_. _ 
no evaluation of the benefit-cost ratio projected while taking up the projects 
could be carried out and the impact of FHPs on the fishery sector of the State 
could not be assessed by Audit. Further, i11 view of the declining trend of total 
fish catches in the State from 6.63 lakh tonnes in 1990 to 5.81 lakh tonnes in 
1999 and also the persisting cost overrun due to time overrun in all the 
sanctioned projects, there was little justification for sanctioning new FHPs by 
Government. 

" Fisheries Terminal Organisation 
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the projects · · 

Agairisflhe projected 
collection of -user 
charges of Rs 2.61: 
crore, only Rs 76.93 
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4.1.8 Unjustifiedprojection of user charges in the project reports 

Delay . in· . completion of FHPs ·resulted in. loss of. revenue amounting to 
Rs 11.58 crore on . account of non-collection of user charges by way of 
wharlage, landing and gate fee · collection either· through auction or 
departmentally in respect of 5 FHs ·during 1993-99. · The details are given 
below: 

March 1996 May 1999 October1998 
5. Munambam June 1994 March 1998 . November 1999 

Total · 1157.57 

EEs in charge of the divisions attributed the delays to (i) shifting the position 
of breakwaters, (ii} ari·angement of additional works, (iii) obstructions by local · 
people, (iv) stoppage of work by the contractors, etc.. Out of the aboye 5 
fishing harbours, collection of user charges started in respect of 3 harbours . 
only. Against the projected collection of Rs 2.61 crore- from the date of 
commencement of collection tiff the end of December1999, only Rs 76.93 
lakh (29 per cent) had been coilected through auction of right to collect user 
charges as indicated below: 

October 1998 
Munambam November 1999 

Total· 76.93 . 260.96 184.03 (71) 
;- . . . 

- - . 
Thus, the projections of collection of revenue were highlyinflatecL It was_ also -
noticed in audit that the delay'in completing the projects was due'to .delay in 
arranging the infrastruch1re works. In· Vizhinjam FHP, though the 
construction of breakwater was completedin 1982; the project report for 
development of infrastructlire 'Nas approved by GOI in· 1987 and technical 
sanction was issued by CE in 1992 only. The work was arranged only inJune 
1994 because of delay of five years in issuing technical sanction by the CE. . -
Due to non-completion of the project, collection of user charges has not be.~n . 
commenced. Delay in issuing· technical sanction has resulted in revision of · 
estima~e from Rs 7 .04 cr()re to Rs 11 crore: As the revised cost of Rs 11 crore 
was based on 1986 SoR, the project cost is likely to go up further due to 
subsequent·revision of estimate. 
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Though Munambam harbour had become operational from January 1999, the 
contract for collection of user charges was awarded only from 15 November 
1999. Loss of revenue due to delay in awarding the contract, at the rate 
estimated by the Department, during the period January to November 1999 
would work out to Rs 44.63 lakh. This could have been avoided if collection 
of user charges was arranged by the department during the period. 

4.1.9 Loss of revenue due to short~collection of landing and· 
wharfage charges 

Neendakara FHP was commissioned in March 1988 and user charges were · 
being collected departmentally.· In. July 1996, CE recommended to 
Government that the right to collect user charges ·be awarded through tender. 
Government accepted the proposal and issued (January 1997) orders 
accordingly. However, at the instance of the then Labour Minister and the 
daily wage labourers of Neendakara FH who represented that the daily wage 
labourers would lose their employment once the revised procedure was 
brought into effect, Government kept the order in abeyance in March 1997. 
CE reported in October 1998 to Government that the services of daily wage 

.·labourers could be utilised for other Works, but. Government did not revoke· its 
stay order artd the coilection of .user charges was continuing through daily 
wage labourers (January 2000). AEE, Sub Division No.III, Neendakara 
attributed (May 1998) the low departmental collection to (i) unhealthy 
collusion of the dailf wage labourers with; local people, boat crews and fish 

· traders and (ii) misappropriation of the amount collected. Scrutiny of the 
records ih the Division revealed that the short collection of user charges by 
way of lariding and wharfage charges during the period 1994-95 to 1999-2000 
(up to November 1999) worked out to Rs 2.85 crore as discussed below: 

(a). Landing charges 

During peak season. (August/September) more than 2000 boats and around 
150 valloms (country boats)·. were landing at the harbour everyday-as per 
information furnished by AEE whereas according to CE. the estimated number 
of boats landing during peak season was 3000. Adopting the lower 
projections (20001150) th~ total number of boats and valloms in a month 

•worked out to 60000. and 4500 respectively. However, as per the monthly 
statements of user charge collection, the total number of mechanised boats and 

· valloms that landed at the harbour during the peak month (August) from 1994 
to 1999 ranged between 5919 and 1234 and between 434 and 58 respectively'. 

. Thus, user charges. Were not collected from more than 90 per cent of vessels. 
Assuming the same percentages of short collection· for other. months of 
respective years, the total amount of short collection of landii:ig charges from 

. April 1994 to November 1999 would work out to Rs 2.04 crore as per details 
in the table below: · 
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Rs 45.25 lakh allotted 
for project office was 
spent for 
construction of 
offices of CE and SE 

Rs 79 lakh spent for 
preventing coastal 
erosion as a result of 
premature 
construction of 
leeward breakwater 

Audit Report (Civil) for the year ended31March2000 · 
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1994-95 33909 3.20 345516 32.50 29.30 

1995-96 24836. 2;61 310286 32.20 29.59 

1996-97 17209 1.76 419107 43.94 42.18 

1997-98 11363 1.13 320636 32.87 31.74 

1998-99 7854 0.82 335449 35.76 34.94 

1999-2000* 5041 0.70 274869 36.55 35.85 

To tall 10.22 213.82 203.60 

*(up to November 1999) 

(b) Wharf age charges 

Scrutiny of the monthly statements of user charges collection revealed that 
only 57 per ceiit of vehicles which took gate passes and entered the project 
area in Neendakara project paid wharfage charges during 1994-95 to 1998-99. 
As vehicles would enter the project area only for obtaining fish load, the low 
collection of wharfage charges indicated that a large number of vehicles 
evaded payment of whaifage charges. Audit scrutiny revealed short collection 
of wharfage charges to the tune of Rs 81.67 lakh during the period· 1994-95 to 
1999-2000 (up to November 1999). 

The EE who was responsible for collection of user charges attributed short 
collection to insufficiency of departmental staff. There was no record to show 
that CE/ Government had conducted a review on this aspect. 

4.1.10 Diversion ofprojectfwzd 

The project report of Vizhinjam FH approved by GOI in February 1987 
contained a provision for the construction of a single storeyed administrative 
office in the project area as ancillary facility to the harbour at an estimated 
cost of Rs 29 lakh. The Department, however, constructed a multi storeyed 
building at Kamaleswaram, 12 km away from the project area at a cost of 
Rs 45.25 lakh (Central share: Rs 22.63 lakh) misutilising project funds for 
accommodating the· offices of CE and SE. 

4.1.11 Extra expenditure due to delay in arranging work 

The Project Report (1985) of Thangassery FH envisaged part I - Construction 
of seaward (1685 metres) and leeward (550 metres) breakwaters as also 
development of infrastructure facilities with Central assistance at an estimated 
cost of Rs 9 crore, and Part II-Extension of seaward breakwater by 730 metres 
(cost: Rs 10.10 crore) with State funds to prevent coastal erosion whieh would 
occur ·consequent on construction of Part I. However, State Government 
sought approval (April 1986) of GOI for executing both the parts as a 
Centrally Sponsored Scheme at a total cost of Rs 19.10 crore. GOI, however, 
approved only the Part I of the project in October 1988 at an estimated cost of 
Rs 14.11 crore. The work was arranged in September 1991 at a contract 
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amount of Rs 11.53 crore and_was completed in November 1997. Meanwhile,· 
the State Government foiwarded (December 1992) another project report to 
GOI for the extension of seaward breakwater by 415 metres against 730 
metres included in Part II earlier -with the intention of increasing the beach 
length from 1400 metres to 1800 metres. The project was approved by GOI at 
an estimated cost of Rs 5.69 crore and the work arranged in March 1998, at a 
contract amount of Rs 12.23, crore was in progress (October 2000). 

Thus, though work on Part II was anticipated as early as in 1985 and could 
have been arranged in September 1991 itself at Rs 7.36 crore, -State 
Government did not take it up and hence the cost escalated to Rs 12.23 crore 
at the sanction stage. Moreover, an amount of Rs 79 lakh spent by the State 
Government to protect eroded coastline of 650 metres during the period 
September 1994 to September 1996 could also have been avoided. Thus, the 
delay in arranging the extension work had resulted in estimated extra 

- expenditure of Rs 5.66 crore. -

4.1.12 Infructuous expenditure on dr_edging 

As already - stated -- in paragraph 4.1.3 construction of breakwaters at 
Kayamkµlam was not arranged ·even as of October 2000. Meanwhile,_ from 
July 1998 to December 1999 a total quantity of 49,000 cubic metres of sand 

_ was dredged from basin channel as per the agreement executed by SE, at a 
cost of Rs 31 lakh of which Rs 25.06.lakh was paid till January 2000. The 
basin channel was required for use only-after completion of the breakwaters 
for which a minimum period of 4 years was required. As there was flow of 
water through the basin channel, the dredged channel was likely to be filled 
with sand during the construction period of breakwater and fresh dredging 
would be required to make the channel operative. Due to premature dredging, 
Rs 25.06 lakh spent on it became infructuous. 

4.1.13 Payment of inadmissible tender excess to a contractor-

Mention was made under paragraph 4.1 of the Report of the Comptroller and 
Auditor General of India for the year ended 31 March 1998, No. 3 (Civil) 
regarding the extra expenditure of Rs 2 crore due to sanctioning inadmissible 
higher rate of tender excess for-the entire work on 'Construction of breakwater 
at Thangassery' by Government in ])ecember 1995. Government had 
specifically ordered then to restrict the payment of higher rate for the balance 
work _done after the original due date of completion i.e., 7 N6v~mber 1994. 
But while making final payment in March 1998, EE, Harbour Engineering 
Division, Thangassery in defiance of the Government order, allowed tender 
excess -at higher rate of 75 per cent i_nstead of .the admissible ra,te of 21 
per cent on a sum of Rs 51.27 lak4 being the cost of 61843 tonnes of granite 
stones supplied by the contractor before 7 November 1994. This resulted in 
an excess paymerit of Rs 27.68 lakh to the contractor. As of May 2000, the 
overpayment has not been recovered from the contractor and no action had 
been taken against the Executive Engineer. 

The above points were referred to Government in June 2000; reply has not 
been received (November 2000). 
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Arremr pay and aHowances of Rs 1.36 cJrnire we:re paftdl to ]_28 eirshvhHe 
CLR wrnrlkeirs fin excess foll" pell."fods pirlioir to the effective date. 

Government issued orders in January 1990 appointing the CLR# workers of 
Irrigation Department directly to the regular service. In March 1999, the 
benefit of time bound grade promotions reckoning their length of service as 
CLR workers priorto absorption, was extended to such regularised employees. 
Government, however, clarified in February 2000 that the monetary benefits 
of time bound grade promotions would be available only with effect from 18 
March 1999. · . 

Audit scrutiny revealed that arrear pay and allowances of 128 regularised 
employees belonging to two* Sub Divisions under Minor Irrigation Division, 
Ernakulam were drawn even for the period prior to 18 March 1999: Out of 
Rs 1.41 cr~re (including Rs 17.46 lakh credited to respective GPF~ accounts) 
disbursed (May and June 1999) as arrears to these 128 employees, Rs 1.36 
crore (including Rs 17.45 lakh credited to GPF accounts) pertained to the 
period prior to 18 March 1999. As payment of arrears for period prior to 18 
March 1999 was not sanctioned by Government, payment of arrears of Rs 1,36 
crore was irregular and recoverable. 

Government stated (November 2000) that action was being taken to recover 
the excess amount paid to the employees and that disciplinary action against 
the officers who made the excess payment was also being considered. 

Fai.Huire to synchronize execution of various components of the scheme fod 
toidile investment of Rs 75.42 fakin fo:r four years. 

· .. 

In May 1993, Government sanctioned' the 'Kondozhinjal - Malachal -
Kottamuri Lift Irrigation· Scheme' in Thrissur District for Rs 49 lakh. 
Superinteriding Engineer (SE), Minor Irrigation Circle, Ernakulam awarded in · 
June 1995 the execution· of only one component of the work, viz; supply and 
laying of pipes (including construction of cistern) for Rs 48.61 lakh and the 

# Casual Labour Roll · · · •· . · * . . 
Minor Irrigation Sub Division, Aluva and Minor Irrigation Electrical Sub Division, Aluva 

~ . 
General Provident Fund 
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contractor completed this portion, except construction of the cistern and laying 
·of the pumping mains, at Rs 75.42 lakh. Failure to arrange execution of all· 
the components of the scheme simultaneously or in a predetermined time 
schedule resulted in. non-completion of the scheme as of October 2000 and 
rendered the expenditure unproductive for the last four years .. 

· Scrutiny revealed-the following points: 

1) Two years after sanction of the work by Government, SE took up 
works which mainly involved supply of pipes· (costing Rs 70.35 lakh out of an 
expenditure of Rs 75.42 lakh) and even this· portion of the work was not 
completed properly. SE made no attempt to either complete the works intime 
or co-ordinate works on various components of the scheine like construction 
of pump house and supply and erection of pump set and motor. 

ii) Contrary to agreement conditions, SE made full payment for supply of 
pipes (cost: Rs 70.35 iakh) unauthorisedly in October · 1996 without 
conducting the normal pressure test. Further, he issued completion certificate 
in June 1997 even though the Bureau of Indian Standards confirmed in 
January 1997 that pipes supplied were of inferior quality and did not conform .. 
to specifications, As of October 2000, n6 action was taken against the 
contractor. 

. . . 

Thus, SE's ·action in completing. the distribution systeri1 without taking up 
other essential items of work like pump house,~ pumping systems, etc., and 

·delay in completion of the distribution system and cistern work resulted in 
uncertainty in completion of work and unproductive expenditure of Rs 75.42 
lakh which call for investigation. · · 

The matter was referred to Government in May 2000; reply has not been 
·. received (November 2000). 

Design for the foundation ~md struduure of a iregufatm."=C11.llm~bll."idge was 
changed during exec11.lltion of t.he work, iresunting i.l!1 avoidable expemllil.tu.me 
of Rs 39.29 fakh. 

Based on-an. estimate· prepared by the Executive Engineer (EE), Irrigation 
Division, Ernakulam and sanctioned (January 1993) by the Chief Engineer . · 
(CE), the Superintending Engineer (SE)~ frrigation Central Circle, Thrissur 
awarded {April 1994) the work 'Construction of a regulator-~um~bridge 
(RCB) at Kanakkankadavu' .in Ernakulam District, to a contractor for Rs 6.95 
crore to be completed by May 1996. ·The work was completed in March 1999 
at a cost of Rs 7 .9Q crnre. . · · 

Audit scrutiny disclo.sed the foli6wing major changes 'in design and 
specifications of the work at the post-contract stage due to presence of rock in , · 
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an elevated position and difficulty in driving piles: 

Pile foundation up to 
top level of pile caps 
on the upstream and 
down stream sides of 
lock wall, right 
abutment and ier Pl. 
Random rubble 
masonry for the 
superstructure of the 
lockwall of 62 metres 
length, 5 .50 metres 
width and 8 metres 
heioht 

Open foundation · 
at the downstream 
side oflock wall, 
right abutment 
and pier Pl 

Cement concrete 
1:3:6 

Piles could not be 
driven due to presence 
of rock at shorter 
depth than estimated 

Dearth of skilled 
labourers, poor 
workmanship and 
slower manual work 
compared to cement 
concrete 

poge : .q MMffiPAAi 

Infructuous expenditure 
of Rs 19.55 lakh as 
piles for a length of 
691.75 metres remained 
unutilised (March 
1999). 
Extra expenditure of 
Rs 19.74 lakh 

As a result of the change in the foundation design, quantities in respect of 
several items changed and 26 extra items were included in substitution of 
original items. This resulted in increase in cost by Rs 95 lakh. Drastic 
changes in design and specifications due to difficulty in execution of work 
after award of the. contract indicated poor design and failure of CE to detect · 
the defective estimate and design. Though superstructure was changed to 
cement concrete for expeditious completion of the work, it in fact delayed the 
completion of work by nearly 3 years (March 1999 against the stipulated date 
of May 1996). 

Though there was no recorded reasons for delay in execution, extension of 
time was given in a routine manner. 

· Government stated (January 2000) that execution of masonry work was time 
consuining and required skilled labourers whereas cement concreting could be 
done inJess time with higher out-turn and that it was difficult to control and 
ensure the quality of masonry works especially when the lock wall structure 
would be below the water level. 

Reply is not tenable as the problems of dearth of skilled labourers, poor . 
workmanship, quality control, etc., in the case of masonry works and inherent 
advantages due to application · of machinery for concreting works were 
foreseeable while preparing the design and estimate for the lock wall. In fact, 
the design was changed due to inadequate soil investigation and defective 
estimates by the EE and failure of CE to detect these defects· while approving 
the design. 
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. Major deviations . from . conditions of. contract and failure to regulate 
{:.': ment on the basis of specifications led to unintended monetary benefit 
of Rs· 2.64 crore to the firm;< of which RS 30.71 J~kh only has been 
recovere.d (August 2000). . 

In February 1994,. Ministry of Surface Transport (MOST) . sanctioned 
implementation of the Proj~ct, vii., Fom ·~ lariing and stren.gthening . of 
NationaLHighway 47 portions from Aluvaito Vytilla and Aroor to Cherthala: 
and strengthening. of Vytilla-Aroor. section. at an estimated cost of Rs 93~97 
crore~ Jhe.·project·implemente,d•.with assistance· from Asian ·Development·· 
Bank (ADB) comprised two.· contract packages*· N2 arid N3 arranged for 

· execution simultaneously. .. Project Director (Superintending ·Engineer), 
Natfonal Highways (ADB) Circle, Edappaily arranged the works.in March 

· 1994 through a New Delhi firm'for an agreed contractamount ofRs 78.01 
.crore; The work originally stipulated to be completed by September 1997, 
was completed in March 1999. The payment made to the firm tip to 

. . September 2000 was Rs 104 ctore. . . 

Audit scrutiny rev~aled instances of incorr¢ct computation of cost escalation 
claims, adoption of.contractor's own rate contrary. to contract conditions and 
irregular payment for substituted items .aLthe original rate. The total extra 

·.expenditure thus involved amounted to Rs 2.64 crore. The details are given in 
the table below: . · · · . 

Cost escalation for local· labour, generaf 
escalation in and PoLL\ \Vas all.owed wrongly. (August~ ·. 
respect of September 1998) based on cent per cent. 
labour . a:nd value of work done instead of limiting it 
materials to 94:73 per cent (for N2 package) and 95 

··. per cent(for N3 package) a:s providedfor 
in. the '• prescribed price adjustment 
formulae, 

Escalation in 
cost of local 
labour 

Contrary to :igreemerit .provisions, cost· 
rndices (base as well as current) for Aluva 
were adopted iri the pdce , adjustment 
formulae ·instead of the all India based 

· indices as mentioned in the agfeement. ·• 

103.37 

Excess payment of 
Rs 30.71 lakh relating to 
N2 package was 
recovered in February 
1999 ori the basis of audit 
observation. 

Excess ·payment under 
N2 package:was Rs 48.90. 
lakh (January 1999) and 
under NJ· package 
Rs 54.47 lakh (Jurie 
1998). 

' *Package N2 - Four-laning and strengthening of Aluva-Vytilla section of NH 47 (16.226 km) 
Package N3 ~ Strengthening of Vytilla~Aroor 'section. (10.164 km) and. four-laning 
and strengthening of Aroor-Cherthala section of NB 47(20226 kin) 

L\ Petroleum, Oil and Lubricants . · 
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Upward 
revision of 
basic price 

.of cement. 

Removal of 
slush· during 
pile driving 
in N2 
pac~age 

Formation 
of granular 
sub base 
(GSB) in N2 
package 

Median filling was done with soil instead 
of granular. materials. Though CE# 
approved (December 1996) the rate of 
Rs 182.14 per cubic metre for the 
substituted item, payment was made at 
Rs 286.90 per cubic metre as demanded 
by the contractor. As per the contract, 

.rates for the varied items rates fixed by 
the Engineer would prevail in case of any 
dis ute. · 
As against the basic price of Rs 1900 per. 
tonne for cement projected in the 
agreement schedule, erihanced rate ·of 
Rs 2340 per tonne was allowed accepting 
the contractor's plea in September 1995 
that the basic price indicated in the tender 
was erroneous. 
Though the agreed rate included charges 
for clearance of slurry thrown up during 
piling operations, contractor's demand· 
(July 1995) ·for extra payment on the 
ground that agreed rate. for the item did 
not include charges for removal of slush 
obtained from piling operations was . 
acce ted in June 1991. . . 
Specification for constructi.on · of GSB 
with gravel and aggregate in the ratio. of 
50:50 was changed by CE in October 
1997 . to two separate gradings with 
departmental cut earth, borrow mate.rials 
and aggregate in the ratios of 50:20:30 
and 35:35:30 respectively. However, 
payments were made at the agreed rate of 
Rs 478.92 per cubic metre for th.e original 
specification instead of regulating . it as 
per the approved unit rates of Rs 316 .. 80 
and Rs 354.85 res ectively. 

Total 

17.09 

17.98 

49:16 

263.64 

For purchase of 15023 
tonnes of cement as cif 
February 1999 at the 
enhanced rate. 

On a quantity of 10497 .33 
cubic metres till August 
1999. 

Payment made in August 
1998 for 58311 cubic 
metres of GSB. 

. . . . . . . . ·. . 

The incorrect computatfon of price escalation payable (vide sl.no.l)and non
regulation of the payments for ·various items with reference to approved rates 

· (vide sl.no.6) indicated failm:e of departmental officers in exercise of due . 
. caution in working out rates .and thus safeguard the financial' interests of 

Government Further, the conditions of contract especially in regard, to rates, 
specifications of items, etc., wefr not properly enforced by department or the 
Government and the contractor's claims for revision of rates wete conceded 
without any deinur. Possibility.of serious ilTegtilarity a;d malpractice iri this 
regard cannot be ruled out·. . . · · · 

Government stated (Septemper' 2000) that overpayµients of Rs · 31.48 lakh in 
respect of N3 pac1cage (sl::no.1) and Rs 49.16 lakh (sl.no.6) .would be . 
recovered from the 'finaLpa)':ment to the contractor. 

-.·, 

# Chief Engineer, N~tional f1ighway~ 
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Government stated further that adoption of Aluva based indices (sl. no2) was 
justified as the construction site was near to Altiva. . As the agreement 
specifically laid down that cost escalation was to be computed with reference 
to base cost index and current cost index on an All India basis,· there was no 
scope of price adjustments based ori ind~ces for Aluva. 

As for the cost escalation in the basic price of cement to ·Rs 2340 per· tonne 
(sl.no.4), Government admitted that the enhancement in price was allowed on 
the basis .of contractor's claim that the price of cement prevailing at Kochi was 
Rs 2340 per tonne at the time of tender. This was unjustified as the tender 
documents were to be prepared by the department carefully incorporating all 
the relevant factors and the contractors were to examine them in detail before 
quoting their rates. 

Regarding sl.no.5, Government added that the extra payment for removal of 
over-flowing slurry was necessary to ensure smooth and uninterrupted· traffic 
in the service road near the pile driving area and to protect nearby houses and 
that there was no Government land for dumping the mud. This was not . 
tenable as the agreed rate included the charges for disposal of slush ejected 
during piling operations. Hence the extra payment for removal of slush was a 
financial favour to the contractor. . 

Government observed that eligible claims were admitted to the maximum 
extent to secure maximum utilisation of ADB loan assistance and for avoiding 
arbitration as ADB loan did not provide for reimbursement of arbitration costs. 
As the external loan assistance. constituted a liability (and not a gratuitous 
payment), its proper utilisation merited strict enforcement of conditions of the 
contract concluded for execution of the project. The plea that the contractor's 
claims were allowed for the sake of avoidance of arbitration proceedings was 
far-fetched and provided justification for an untenable position. 

The large scale deviations and alterations from the agreed contract conditions 
and the settlement of contractor's claims without proper analysis warrant 
investigation by Government. Of the excess/extra payments totalling Rs 2.64 
crore, an amount of Rs 30.71 lakh only has been recovered from the 
contractor. Recovery particulars of the balance Rs 2.33 crore were awaited 
(November 2000). 

Price for the purpose of payment of escalation was shown as lower nn the 
agreement than the rates considered in· the estimate and consequent~y, the 
firm derived a monetary benefit of Rs 1.42 crnre. 

Superintending Engineer (SE), National Highways Central Circle, Thrissur 
awarded the contract for construction of 'Varapuzha Bridge and viaducts' in 
Emcikulam District to a firm in May 1995 on 'item-rate contract' basis, for an 
aggregate contract amount of Rs 29.63 crore. Ministry of Surface Transport 
issued a revised estimate for Rs 33.97 crore in May 1995. The construction of . . . , 
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the bridge.was in progress as of December 1999. Rupees 30;63 crore was paid 
t6 the firm till November 1999. 

The agreement executed by SE provided fol' pri.ce escalation of certain 
materials to be supplied by the firm overthe basic price projected in the 
agreement schedule. Scrutiny revealed that price· adopted in the tender 
documents. were lower than the basic price considered for estimation purpose: 
As the rates applied for preparation of the estimate were not adopted in the 

. tender documents, the scale 6f escalation was higher than justified and this 
resulted in the: firm reaping an undue monetary gairi of Rs 1.42 crore on 
account of escalation till November 1999 as below: ; 

Cement- 2744 
Hi h Strength 
Steel-HYSD 12162 15840 3678 . 2176 80.03 
MS Steel and 17152 17600 448 267 1.20 
MS Angle 

142.46 

* as per CBV '12 ofNovember 1999 

Government stated (October 2000) that estimate Bill of Quantities (BOQ) wa:s 
prepared only-for the-limited purpose of evaluating tenders and for enabling 
technical acceptability. The reply is not acceptable as BOQ formed the main. 
document of . agreement and the rate· adopted for _estimation was to be 
reckoned as the price of materials prevailing at the time of tender.-

The undue deflation of the base price in the tender documents by SE calls for 
investigation. · 

A ward of wol[k for ·construction of ··a ·bridge without-· condilcting -soil 
investigation and without finalising its. design resulted in time 9verirun of 
eight years and extra expenditure of Rs 1.12 cl-ore~ . 

A bridge constiuction work started irt 1989 is still continuing andthe cost of 
the work has escalated from Rs 1.01 crore to Rs 3.57 crore at the award stage 

· as of November 1999. Scrutiny of the work revealed serious irregularities and 
non-compliance of basic requirements by Superintending Engineer (SE) Roads 
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and Bridges, South Circle, Thiruvananthapuram which led to enormous time 
ovenun and cost escalation as discussed below: 

. . 

Chief Engineer (CE), Roads and.Bridges issued technical sanction (estimated 
cost: Rs 89.10 lakh) for construction of a bridge at Valiyaperumpuzhakadavu 
in Alapuzha District in September 1989, based on a tentative design. The SE, 
while awarding the work disregarded the suggestion of the CE, Design wing to 
conduct fresh soil -investigation to assess the bearing capacity of the soil for 
foundation wells. He entnisted (September 1990) the work to a contractor for 
a contract amount of Rs 1.01 crore. 

According· to the tentative design, wells for abutments and piers were to be 
founded at a depth of 10 metres. During sinking of wells hard strata for 
plugging the wells was not found even at an average depth of 12 metres. 
Pending fin_alisation of the design, the contractor stopped the construction 
activity in December 1991. 

The subsoil investigation of the foundation area conducted in January 1992 
revealed that well sinking for a minimum of 23 metres· to 36.5 metres was 
required for foundation wells. In July 1994, Government terminated the 
contract without risk and cost to the contractor. Expenditure incurred on the 
work till July 1994 ainbunted to Rs42.15 lakh. 

The estimate ~as revised to Rs 2.87 crore in November 1994 on the basis of 
modified design approved by the CE, Design wing in March -1994. As 

· favourable offers were not_ received . in response to tenders invited in 
November 1995, the work was retendered in February 1996 and SE arranged 
the balance work in April 1997 after negotiation with the single tenderer for a 
contract amount of Rs.3.57 crore. The work was in progress as of November 
1999. . 

A ward of work by the SE before- conducting soil investigation and finalisation 
of detailed design resulted in extra expenditure of Rs 1.12 crore at the award 
stage. Besides, inordinate delay in completion of the work mainly due to 
hasty arrangement of the work caused sharp increase in the . cost of 
construction of the bridge from. Rs _ 1.01 crore to Rs 3 .57 crore. 

The matter was referred to Government in July 2000; reply has not been 
received (November ·2000). 

Departmental lapses in evaluation of the alternative offe:r and failure to 
effect timely supply of materials an.d payment of.contractor's dues led to 
avoidable financial commitment of Rs 1.24 crore. 

The Superintending Engineer, National Highways Central Circle, Thrissur 
awarded (November 1988) the construction of Kumbalangi - Perumpadappu 
bridge· in Ernakulam District to the J{erala State Construction Corporation 
Limited (KSCC), a Government company, for a contract amount of Rs 2.97 
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cror({. However, KSCC could execute partially two pier wells and two 
abutment wells valued Rs 39.51 lakh till October· 1991. Government 
terminated the contract in August 1992 without risk and cost as KSCC could 
not maintain the stipulated progress of work. 

In. March 1993, the Chief Engineer (CE), National Highways invited 
pre-qualification tenders for arranging the balance works (estimated cost: 
Rs 4.61 crore). The lowest offer was for Rs 6.36 crore from a Kochi firm 
which also submitted an alternative proposal to execute the work with its own 
design of pile foundation at an agreed cost of Rs 5.94 crore on a lumpsu:rn 
contract. CE accepted the alternative proposal in July 1993 and an agreement 
was executed in October 1993. The. stipulated date of completion was 
December 1995. 

In December 1995, the firm intimated that it could not complete the execution 
within stipulated date due to (i) restrictions imposed by the Kerala High Court 
on construction activity in the waterway, (ii) departmental delays in issue of 
materials and (iii) departmental failure to make timely payment of bills and 
demanded extension of time and increase in the agreed rates. In August 1997, 
Government allowed an overall increase of 35 per cent in rates for works done 
after 1 July 1996. The construction of the bridge was completed in Decembe1· 
19.98 and the firm was paid Rs 7.23 crore (March 1999); of which an amount 
of Rs 85.42 iakh was towards 35 per cent enhancement in rates aliowed by 
Government. 

Audit scrutiny revealed that the department sustained a loss of Rs 1.24 crore as 
mentioned below: 

a) While the firm's offer to execute the work for Rs 6.36 crore as per the 
department's original design of well foundation included charges for sinking 
wells up to 58,50 metres, its alternative offer (Rs 5.94 crore) with pile 
foundation included charges for driving piles up to a depth of only 48 metres. 
The firm .had demanded extra rate of Rs 12,000 per metre for driving piles 
beyond 48 metres and the total estimated additional commitment was Rs 61.45 
lakh. This aspect was not taken into account while evaluating the firm's 
alternative offer to execute the work with pile foundation. Consequently, cost 
for the sub .structure with pile foundation worked out to Rs 6.55 crore which 
was higher than the offer for well foundation by Rs 19 .17 lakh. Thus, faulty 
evaluation of the offer of the firm entailed an extra expenditure of Rs 19.17 
lakh. 

b) . Two wells, partially constructed by KSCC for piers, could not be made 
use of in any manner, resulting in wasteful expenditure of Rs 20 lakh 
(approximately). 

c) On many occasions supply of departmental materials could not be· 
effected due to their non-availability in th~ district store and that payment 
schedule in the agreement could not be maintained due to paucity of funds. 
Thus, departmental failure in not ensuring timely. supply of departmental 
materials and timely payment of bills resulted in enhancement in rates and 
extra expenditure of Rs 85.42 lakh. 
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d) As a consequence of the departmental lapses, the cost of construction 
increased from Rs 2.97 crore to Rs 7.23 crore (143 per cent). 

The matter was refeITed to Government in April 2000; reply has not been 
received (November 2000). 

Failure of Government and the Chief Engineer to finalise tenders WJ1.thin 
the validity period caused extra expenditure of Rs 51 lakh. 

According to the provisions in Kerala Public Works Department (KPWD) 
Manual, officers responsible for finalisation of tenders are required to act upon 
tenders expeditiously with a view to finalising contracts within their validity 
period. Two cases of non-acceptance of tenders within validity period and 
consequent extra . financial commitment of Rs 51 lakh, noticed in Public 
Works, Roads and Bridges (R&B) Circles at Aluva and Kozhikode are 
mentioned below: 

i) Superintending Engineer (SE), R & B Circle, Aluva invited (January 
1996) tenders for arranging the work· 'Improvements to Pattupurackal
Edachira Vayanasala road" in Ernakulam District (estimated cost: Rs 27.43 
lakh). Two offers were received. The lowest offer was 48.89 per cent above 
estimate rates (Agreed contract amount: Rs 38.25 lakh). In February 1996, 
CE* recommended acceptance of the lowest offer. The validity period of the 
tender was to expire in June .1996. The Government Tender Committee 
decided to accept the tender only in September 1996. The tenderer, however, 
refused to extend the . validity. period and work had to be retendered in 
February 1997. SE awarded the contract to.another agency in April 1997 for 
an agreed contract amount of Rs 53.91 lakh and the work was completed in 
May 2000. Thus, failure to accept the tender within the firm period entailed · 
extra expenditure of Rs 15.66 lakh at tender stage. 

Audit scrutiny disclosed that the proposal from CE was lying with the 
Administrative Department/Finance Department for seven months (24 
February., 1996 to 25 September 1996). Due to such unjustified delay 
Government.was put to loss of Rs 15.66 lakh. 

ii) Superintending Engineer (SE), R & B Circle, Kozhikode invited. 
tenders in March 1997 for ananging the work 'Construction of a bridge 
across Pallamcode river in Kasaragod District'. Of the six bids received, the 
lowest was 43.46 per cent above estimate rates (contract value: Rs 1.68 crore) . 
.SE forwarded the tender documents on 19 March 1997 to CE who forwarded 
the same to Government on 3 June 1997 with his recommendations for 
acceptance of the lowest offer, validity period of which was up to 4 July 1997. 
Government '.fender Committee accepted the lowest offer on 8 August 1997, 
but Government issued necessary orders to that effect only in January 1998 

. •Chief Engineer, R & B 
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though extension of validity period only up to 31December1997 was brought 
to the notice ofGovernment by the CE on 21November1997. As the tenderer 

. refused to extend the firm period any further, fresh tenders were called and SE 
awarded (June 1999) the work to another contractor for an agreed cost of 
Rs 2.03 crore. Delay in issue of orders accepting the tender resulted in 
estimated extra financial commitment of Rs 35 lakh. 

Scrutiny revealed that CE took 2 V2 months to forwan;l the tender documents to 
the Secretary, Public Works Department and again 3 V2 months to submit his 
proposals on the recommendations of the tender committee. Thus, failure of 
CE to finalise the tenders within the validity period and issue necessary orders 
led to loss of Rs 35 lakh at the award stage. Government need examine the 
matter to fix responsibility .. 

The matter was referred to Government in August 2000; reply has not been 
received (November 2000). . · 

Government vjolated the codall prnvisions to patronise a defaulter and 
awarded works iresullting in defay of 5 years and _extra cost of Rs 47 .58 
fakh at tender stage. . 

In April 1987, Superintending Engineer (SE), Roads and Bridges Circle, 
Thiruvananthapuram awarded the construction of a bridge at Thanni in Kollam 
District to a contractor 'A_' at.Rs 59.75 lakh (1986 SoR$) to be completed by 
March 1990. As ·the contractor failed to make required progress in work, SE 
terminated the contract in June 1990 invoking the risk and cost clause. The 
value of work till that date was Rs 16.59 lakh. 

Following retendering of the balance works (estimated cost: Rs 33.10 lakh 
based on 1990 SoR) in April 1991, the lowest offer was received from 'B' at 
92.5 per cent above estimates on negotiation. However, Government, in 
September 1992, asked the Chief Engineer (C~), Roads and_ Bridges to 
explore the possibility of getting the work . executed by the original 
contractor 'A'. The CE accordingly conducted negotiation with the original 

. contractor 'A' who agreed to execute the balance works at 92 per cent 
above estimate rates based on 1990 SoR. Government·decided in March 1995 
to entrust the balance works to him. The contractor demanded (July 1996) 
enhancement in rates either of 220 per cent over 1990 SoR or of 92 per cent 
over the then current SoR on the ground of increase in cost of materials and 

· labour. Based on ~he recommendation (May -1997) of Arbitration Committee; 
Qovernment accepted (May 1997) the demand of the contractor 'A' for 
increase in rates by 220 per cent over 1990 SoR. Supplemental agreement 
was executed with 'A' in June 1997 for a total cost of Rs 1.65 crore and date 
of completion as June 1999. The work was in progress as of June 2000. The 
extra financial commitment due to entrustment of the balance works with the 
contractor 'A' worked out to Rs 47.58 lakh at tender stage. 

$ Schedule of Rates 
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Following point were noticed in audit: 

While Depattment failed to enforce contract conditions, Government caused 
totally avoidable delay of neai·ly 5 years (from September 1992 to May 1997) 
by asking the CE to enter into iffegular negotiations with the defaulting 
original contractor 'A' in violation of provisions of Kerala Public Works 
Department Manual. 

The contractor 'A' who was responsible for slow progress and the cancellation 
of the original contract, was given undue benefit by the Government first by 
re-entry to the work and then by allowing huge extra increase in the rates on 
the ground of delay, for which the same contractor was initially responsible. 
Had the Government not committed such gross violation of rules and 
patronised a defaulting contractor, the delay and the co t escalation could have 
been avoided. 

The matter calls for investigation and fixation of responsibility. 

The matter was referred to Government in May 2000; reply has not been 
received (November 2000). 

I 4.11 Unjustified excess payment for sinking foundation wells 

Payment for ~inking wells for extra depths was made at inadmissible rates 
resulting in excess payment of Rs 45.72 lakh. 

Superintending Engineer (SE), National Highways Circle, Thrissur arranged 
construction of the link road connecting Willingdon Island and Cochin bypass 
in December 1992 on a lumpsum contract of Rs 35.58 crore. The road 
construction wa completed in June 1998 but final payment to the contractor 
has not been made as of October 2000. Audit scmtiny (December 1998) 
disclosed inadmissible payment of Rs 45.72 lakh for sinking wells for the 
foundation of the piers as discussed below: 

The agreement envisaged well foundation for 17 piers. According to the 
agreement, the rates for well inking were Rs 10,000 per metre up to a depth 
of 30 metre , Rs 13,000 per metre for depth between 30 metres and 39 metres 
and Rs 16,000 per metre for depths between 39 metres and 49.5 metres. 
Provisions in the contract also envisaged sinking of wells beyond the depth of 
49.5 metres to be treated as extra items, payment for which was to be 
regulated as follows: 

First 3 metres beyond 49.5 metres Rs 1,50,000 per metre 

Next 3 metres Rs 1,80,000 per metre 

Next 3 metres Rs 2, 10,000 per metre 

In the tender documents, tentative founding levels for the wells approved by 
the Chief Engineer in respect of each pier, ranging from 30 to 50 metres were 
projected. As the agreement contained agreed rates for sinking of wells up to 
a depth of 49.5 metre , payment for sinking weJI up to 49.5 metres was to be 
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_regulated in accordance with agreed rates. However, well sinking between 
31.32 to 54.765 metres below the tentative levels indicated in the tender 
documents was tre~ted as extra item though the extra items to levels only 
beyond 49.5 metres was provided for 1n the agreement. Consequently, extra 
rates were allowed unjustifiably for the entire depth below 30 to 50 metres. 
The resultant inadmissible payment was Rs 45-.72 lakh. 

Government stated (October 2000) that for variations in founding levels, fixed 
after confirmatory borings as decided in the pre-bid meeting (July 1992), 
separate rates were agreed upon. Government, however, admitted that the 
contract envisaged sinking of weps up to· the founding levels as in the 
drawings given along with tender documents and that the rates quoted in the 
Bill of Quantities (BOQ) formed the basis for regulating contractual payments. 
As the BOQ contained quoted rates for sinking wells up to a depth of 49 :5 
metres, extra rates for variations ought to have been applied only for sinking· 
wells beyond this depth. 

Though agreement clearly prnvided for payment at agreed rates for any 
excess over scheduled quantities, enhanced :rates were allowed for the 
excess quantity of works causing avoidable financial commitment· of 
Rs 22.58 Iakh. 

Superintending Engineer (SE), National Highways Circle, Thrissur awarded· 
(April 1998) the contract for formation of a new road from 'Kuttipuram to 
Puduponnani (3rd Reach)' for an agreed contract value of Rs 2.56 crore at 14.2 
per cent below estimate rates. Execution of the work was in progress as of 
November 1999. The value of work done till April 2000 was Rs 1.64 crore. 

Schedule of quantities in the agreement of April 1998 contained provision for 
filling embankment of the road with an estimated quantity of 43000 cubic 
metres of hard gravelly soil at the rate of Rs 162 per cubic metre. The 
q~antity of filling was re-assessed (May 1999) as 100900 cubic metres. Based 
on a request from the contractor, the SE executed a supplemental agreement 
with the contractor in July 1999 which guaranteed payment at the rate of 
Rs 217.82 pel' CLlbic metre for executing the excess quantity of 47150 cubic 
metres of filling with gravel. The estimated extra financial commitment on 
account of the proposed payment was Rs 22.58 lakh. 

According to terms of agreement, the contractor was bound to execute any 
excess over the scheduled quantities at his agreed rates for the work. In view 

· of this specific provision, execution of a supplemental agreement providing 
for payment at contractor's enhanced rate for quantities in excess of 
·125 per cent of the originally estimated quantities lacked justification and was 
not permissible. · 

The matter was referred to Government in May 2000; reply has not been. 
received (November 2000). . 
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Rs 16.01 lakh was paid as extra to the contractor for seating of wens 
which formed part of wen sinking operation and was to lbe done by ·the 
contractor at contracted :rate for the item. 

In May 1997, Superintending Engineer (SE), Roads and Bridges· Circle, 
Kozhikode awarded 'Constmction . of Augustianmoozhikadavu bridge' in 
Kozhikode District to a contractor for an agreed contract· amount of Rs 1.28 
crore to be completed within eighteen months. As of June 2000, all the five 
deck slabs have been completed and formation of approach roads was pending 
for want of land for the approaches on Thendimmal side. Expenditure 
incurred was Rs 1.17 crore. 

Conditions in the contract . stipulated that the rates quoted by the contractor 
shall be inclusive, .covering all operations contemplated in the specifications 
and all incidental works. The contract agreement further laid down that extra 
payment shall be made only for items _of work, which were not expressly or 
impliedly described in the schedule, plans or specifications. 

According to agreement conditions, the contractor was bouncJ. ·to carry out 
sinking of wells in all classes of soil except hard rock for ·proper seating on 
hard. rock. The agreement schedule also provided for dowell bars at the 
bottom of the wells and bottom plugging of the wells. Thus, 'seating of wells' 
was an item of work envisaged in the specifications for well sinking. The 
approved plans and drawings attached to the tender documents also indicated 
the necessity of seating RCC wells on rock for satisfactory.completion of well 
sinking operations. Therefore, contractor's quoted rate for well sinking was 
inclusive of the charges for seating of wells also. Further, the contractor was 
paid Rs 16.70 lakh in March 1999 as extra for cutting down and removal of 
large sized boulders and wooden logs found under the cutting edges of the 
well kerbs. In spite of all these, SE sanctioned (March 1999) an amount of 
Rs 16.01 lakh as extra payment towards 'seating of wells' which was paid to 
the contractor in March 1999 itself. As 'seating of wells' was an incidental 
work for satisfactory completion of sinking of wells for foundation of pier's . 
and abutments as per the plan and specifications in the contract, extra payment 
of Rs 16.01 lakh was irregular and constituted an undue favour to the 
contractor. 

Government admitted (August 2000) that though the contract envisaged 
proper seating of the wells on hard rock, for proper seating, wells had to be 
sunk through hard rock after breaking the rocky projections found below the · 
cutting edges of well kerbs for which no provision was made in the agreement. 
The reply is not acceptable as seating of well kerbs in position on.rocky strata 
was contemplated in the contract and the contracts should provide for all 
foreseeable factors. Therefore, extra payment of_Rs 16.01 lakh was irregular 
and inadmissible. 
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14.14 Unjustified clo ure of contract 

Piece-meal arrangement of works and subsequent closure of contract 
allowing the firm to renege on the contract without any liability for the 
balance works, resulted in additional burden of Rs 13.22 lakh. 

Superintending Engineer (SE), Roads and Bridges North Circle, Kozhik.ode 
awarded in January 1993 works for formation of bypass road in Maojeri 
Municipality from km 010 to 3/600, excluding portions from km 0/900 to 
2/200, to a firm at its quoted rate of 3.6 per cent below estimate rates (contract 
value being Rs 36.17 lakh) to be completed by June 1994. The work was not 
completed by the due date. In November 1994, SE entrusted work relating to 
the section km 01900 to 2/200 also to the f um at the same rates to be 
completed by July 1997. The firm carried out till July 1997 works valued at 
Rs 80.95 lakh except metalling and black topping (BT) works and requested 
SE to relieve it from the contract mainly on the plea that quantities far 
exceeding those in the agreement schedule had been executed. 
Chief Engineer (CE), Roads and Bridges granted (January 1998) permission to 
exempt the furn from doing metalling and BT work and accordingly, the 
contract was closed in April 1998. The balance works were awarded in July 
1998 to another firm at 75 per cent above estimate rates (since revised in 
January 1998). The balance works were completed in December 1998 at 
Rs 62.43 lakh. 

Scrutiny revealed the following: 

Notice Inviting Tender forming part of the agreement spelt out clearly that 
quantities provided in the schedule might vary widely and that tenderer houJd 
be prepared to execute any excess over scheduled quantities at the quoted 
rates. Closure of contract by the CE exempting the firm from doing major 
items included in the agreement schedule which were not at all taken up for 
execution by the firm, was irregular. Re-arrangement of execution of 
metalling and BT works in the two reaches (from km 010 to 01900 and km 
2/200 to 3/600) caused additional financial commitment of Rs 13.22 lakh. 

The matter was referred to Government in May 2000; reply has not been 
received (November 2000). 

I General 

I 4.15 Miscellaneous Works Advances 

Miscellaneous Works Advances (MW A) is a suspense head of account 
operated by Public Works Divisions to record transactions on account of 
(i) sale of stores on credit pending realisation of cost, (ii) expenditure incurred 
on deposit works in excess of deposits received pending recovery of such 
expenditure, (iii) losses and excess in accounts awaiting recovery, 
regularisation or adjustments and (iv) other items of debits the allocation of 
which is not known or which cannot be adjusted untill recovery is effected or 
write off ordered. 
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As of March 2000, the balance outstanding under MW A in 42 divisions of 
Public Works and Irrigation Departments was Rs 4.86 crore and pertained to 
periods from 1968-69 onwards. It was noticed that balances in six divisions 1 

(exceeding Rs 25 lakh in each) amounted to Rs 2.14 crore. Of this, the 
outstanding balances in 5 divisions (out of six) aggregating to Rs 83.81 lakh 
pertained to the period prior to 1990-91 and there wereno fresh transactions 
since 1994-95. However, Government did not take any action on age-old 
balances. A review of outstandings revealed the following: 

. ' 

(a) Government issued (March 1998) orders dispensing with the system of 
credit sale of departmental materials between divisions through 
'cash settlement suspense accounts' with effect from 1 April 1998 and 
introduced the system of 'Cash and . carry' for inter divisional transactions. 
However, three divisions2 persisted with credit sales (Rs 1.01 crore) debiting 
the transactions to MW A in violation of Government orders and Rs 94.14 lakh 
was pending settlement as of June 2000. Government did not take any action 
against the divisional officers responsible for the misuse of this suspense head. 

(b) The liability due from departmental officers towards shortage of stores 
in four divisions3 (Rs 2.07 lakh),'due to shortage in supply of materials in two 
divisions4 (Rs 1.20 lakh), liability of Rs 5.74 . lakh recoverable from 
contractors towards unreturned departmental tools and plant and materials in 
3 divisions5 ·and advance payment of Rs 5.11 lakh in one division6

, remained 
unrealised due to inaction on the part of the Divisional Officers. The 
outstanding dues related to March. 1969 to November 1996. 

c) According to Kerala Public Works Account Code, expenditure should 
not be debited to MW A on the ground of absence or insufficiency of sanction 
or appropriation. In seven divisions, expenditure of Rs 61.42 lakh incurred 
without sanction or allotment and debited to MW A was kept unadjusted to 
final heads of expenditure for more than five years by the Divisional Officers. 

Government should investigate the prolonged non-clearance of. outstandings 
under MW A and take action to recover the amount due or adjust the long 
pending debits to the final head concerned. Government should also initiate 
action to curb the misuse of the suspense head for accommodating irregular 
transactions. 

The above points were referred to Government in August 2000; reply has not 
been received (November 2000). 

1 District Stores at Kannur (Rs 30.89 lakh), Kozhikode (Rs40.81 lakh), Kottayam (Rs 26.12 
lakli) Roads Divisions, Alappuzha (Rs 29.84 lakh); Thrissur (Rs 51.50 lakh); Buildings 
Division, Kollam (Rs 35.25 lakh) 

2 District stores at Kannur, Kottayam and Kozhikode 
3 District Store, Kozhikode (Rs 0.13 lakh), Minor Irrigation Division, Kannur (Rs 0.25 lakh) 

and two Buildings Divisions (Thrissur (Rs 1.56 lakh) and Kasaragod (Rs 0.13 lakh)) 
4 District Store Kozhikode (Rs 1.08 lakh) and Alappuzha (Rs 0.12 lakh) 
5 Minor Irrigation Division, Kannur (Rs 1.46 lakh), Irrigation Division, Alappuzha (Rs 4.09 

lakh)and Buildings Division, Thalassery (Rs 0.19 lakh). 
6 Buildings Division, Alappuzha · 
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Karapuzha Irrigation Project Division in Wayanad District is implementing 
· Karapuzha Irrigation Project partly financed by National Bank for Agriculture 
and Rural Development (NABARD). A total quantity of 14437.25 tonnes of 
cement costing Rs 4.32 crore (1458 bills) was purchased locally by the 
Divisional Officer directly and through two contractors during 1994-96. The 
payment for the entire quantity of 14437 .25 tonnes of cement was made by the 
Divisional Officer between June 1995 and March 1996 and debited to project 
account. Out of the total purchase of 14437.25 tonnes of cement purchased 
locally 12477 .25 tonnes were purchased through two contractors. Of these, 
11002.25 tonnes were supplied by Contractor 'A'. It was observed that 
disregarding Government orders against local purchase of materials through 
contractors and the annual limit of 2000 tonnes fixed by Government for local 
purchase, the Divisional Officer purchased 13107 .25 tonnes of cement during 
1995-96 from the contractors (12477.25 tonnes ) and dealers (630 tonnes). 
Besides, 501.75 tonnes of steel valued at Rs 77.42 lakh (in 53 bills) were also 
purchased. 

A scrutiny of the bills for supply of cement and steel revealed that : 

(i) Out of a total expenditure of Rs 4.32 crore on purchase of cement and 
Rs 0.77 crore on purchase of steel, the expenditure during February-March 
1996 alone was 87 per cent in the case of cement and 80 per cent in respect of 
steel. This indicated that there was heavy rush of expenditure during the fag 
end of the financial year. 

· (ii) While cash bills from dealers for purchase of cement furnished by the 
contractors for reimbursement showed varying rates from 
Rs 32000 to Rs 34875 per 10 tonnes of cement, the Divisional Officer made 
reimbursement to contractors against these bills at the unifmm rate of 
Rs 30000 per 10 tonnes. Thus, the contractors would have suffered a loss of 
Rs.28.61 lakh computed on the basis of the lowest rate paid by them and the 
rate of reimbursement. No contractor could be expected to incur such a loss 
and therefore the supply of cement was doubtful. 

(iii) The bills for supply of cement by different dealers at different dates 
contained similar mistakes (like wrong spelling as 'Exicutive Engineer', 
omission to indicate unit rate, brand name, grade of cement, customer's 
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signature etc.) and also appeared to have been written in similar hand raising 
doubts about their genuineness. · 

. (iv) _ In one bill for Rs 0.30 lakh furnished by contractor 'A', neither. the 
quantity of cement supplied nor the cost thereof was indicated; but the bill was 
paid by the EE on the basis of stock certificate recorded by the Assist.ant 
Engineer and countersigned by the Assistant Executive Engineer leading to 
serious doubts regarding genuineness of the bill and supply of material. 

Due ·to such doubts, Audit decided to conduct a cross verification of the 
following bills submitted by the contractors with the records of Sales Tax 
Department. 

T.B.Kunhimahin Haji Cement M.A Traders, . 
Thamarassery 

77 '770 23.10. February/ 

N.P. Paily 

-do-

-do-

Steel 

P.K. Hardwares, 
Sulthan Bather 
-do-

March 1996 
6 60 1.80 Marchl996 

10 90 13.87 March 1996 

T.B.Kunhimahin Haji Cement. Home Rows, 
Kozhikode 

10 100. . 3.00 March 1996 

-do~ 

-do-

-do-

-do-

3ills of non-existent 
irms produced 

Cement 

Steel 

Cement 

Steel 

Cement 

Total 

JAS Agencies, 
Sulthan Bathery 

Chanthiam 
Hardwares, 
Sulthan Bathery 

ABCO Agency, 
Panamaram 

S.K Cements and 
Steel, Kalpetta · 

83 814 

,3 75.055 

451 4451.95 

30 300 

25 225.65 

1 

701 

24.42 February/ · 
March 1996 

11.59 February/ 
March 1996 

132.00 1995-96 

7.29' 1994-95 

34.81 1995-96 :· 

0.30 March 1996 

252.18 

The scrutiny revealed following serious discrepancies in the assessment 
records leading to doubts about the dealers and the supplies of material by 
them. The .details are as under: 

(a) Sales Tax Department confirmed that two dealers, whose bills 
(93 numbers) for Rs 24.90 lakh for the supply of 830 tonnes of cement and 
bills for 90 tonnes of steel costing Rs 13.87 lakh were produced by the 
contractors in support of supplies of cement. and steel and paid by EE during 
February-March 1996 were non-existent. · 

• Quantity and cost not given in the invoice 
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(b) Three dealers who reportedly supplied 914 tonnes of cement costin§ 
Rs 27.42 lakh (93 bills) and 75.055 tonnes of steel costing Rs 11.59 lakE 
(8 bills) did not include the value of sales purported to have been made to the;; 
division in their turnover for 1995-96, while filing their Sales Tax Returns. le 

· response to Sales Tax Department's order imposing penalty, the dealer:= 
denied any sales to the contractors. Thus; the Divisional Officer releasec 
payments of Rs 39.01 lakh to contractor A on the basis of bogus bills. 

(c) According to Sales Tax Department, ABCO Agency manipulated itE 
purchase account records for 1994-96 by showing that the dealer ha~ 

·purchased 16100 bags of cement during 1994-95 and 54150 bags of cemene ... . 

during 1995-96 costing Rs 94.08 lakh from another dealer whereas the latter 
supplied only 800 bags to ABCO as per the details furnished to the Sales Tax;;; 
Department. 

( d) There were many discrepancies (like colour of the bills, hand writing
entries in the bills, telephone numbers etc.) between the original bills o:E 
ABCO Agency submitted by the Divisional Officer with the monthly accountE 
for the period 1994-95 to Accountant General (A&E) and the office copies o:E 
the cash bills of the dealer produced before the Sales Tax Authorities .it= 
response to their notices. Evidently, the dealer issued one set of bills to thE 
contractor to claim payment from the division and another set of bills to thE 
Sales Tax authorities. The dealer inflated his. purchase account to account fo~ 
the bogus sale. The payments made on such bogus bills (481 numbers:: 
pertaining to contractor 'A' anlounted to Rs 1.39 crore for 4751.95 tonnes o;::: 
cement and Rs 34.81 lakh for 225.65 tonnes of steel (25 bills). 

In view of these, there is a strong possibility of use of inadequate quantity o= 
cement and steel in the project works affecting their quality and durability anc 
thus, their safety. 

Evidently, the departmental officers inade huge payments for fictitiouE 
purchase of cement and steel amounting to Rs 2.52 crore. Government ma)e 
investigate to fix responsibility and recover the amount· from the officials anc 
contractors. 

The matter was referred to Government in November 2000; reply has not beer:: 
received (January 2001). 

5.2.1 Introduction 

The Department of Ports consists of the Ports and Hydrographic Survey 
wings. The Ports wing is headed by the Director of Ports who is responsiblE 
for conservancy and maintenance of intermediate .and minor ports in the State .. 
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The Hydrographic Survey wing, headed by the Chief Hydrographer, is 
engaged in surveys for collection of investigation data for the development of 
various ports. Stores in the Department comprise mainly items like marine 
vessels, tugs, dredgers and survey instruments. Records in the Directorate·of 
Ports, three port offices at Kollam, Alappuzha and Kozhikode and the Chief 
Hydrographer for the period 1995-96 to 1999-2000 were test checked. 
Important points noticed in audi t are mentioned below: 

' ?.2 Idling of a new hull 

Government accorded (March 1996) sanction for construction of a new hull 
for tug Jalashree at a cost of Rs 70.20 lakh by Steel Industrials Kerala Limited 
(SILK), a Government company. SILK reported (October 1996) that 
overhauling and repairing of the old engines and gear boxes was not feasible 
as most of the vital components were extensively corroded. The Department 
suggested providing 2 engines of 620 HP each taJcing into account the ongoing 
developmental projects at Beypore Port. The revised estimate for Rs 1.35 
crore was pending sanction from Government (May 2000). Though the 
construction of the steel hull was completed in December 1998 at a cost of 
Rs 45.63 lakh, the hull was lying in the open, as of October 2000, exposed to 
the vagaries of nature pending sanction for the new engines. SILK cautioned 
the Department in November 1999 that if the vessel was allowed to remain as 
such, it might lead to further deterioration resulting in replacement of some of 
the steel plates used for its construction. Had the poor condition of the 
engines and gear boxes been assessed in time, the present impasse of the 
newly built hull rotting in the open for nearly two years awaiting erection of 
new engines and gear boxes could have been avoided. Thus, Jack of proper 
technical scrutiny and planning led to idle investment of Rs 45.63 lakh. 

5.2.3 Non-receipt of stores for nearly two years 

The Director of Ports placed orders with three firms• during March 1996 to 
March 1998 for purchase of two barges, a tug, diesel generator and two 
electrical cranes at a contract cost of Rs 2.63 crore (vide details in Appendix 
XXXVIl). The items were to be delivered/installed and commissioned during 
March 1997 to September 1998. Though the firms were given stage payments 
of Rs 2.01 crore between March 1996 and March 1999, except two electrical 
cranes, the remaining items were not delivered/installed and commissioned as 
of October 2000. Though penalty recoverable from the firms worked out to 
Rs 35.47 lakh as of May 2000, only Rs 7.40 lakh was recovered from two 
firms as of October 2000. No effective action was taken by the Secretary to 
Government, Fisheries and Ports Department to enforce the time schedule 
stipulated for supply of these items and to recover the penalty from the firms 
for their failure to complete the supplies in time. 

• l. Steel Industrials Kerala Limited. 2.Delta Marine Engineering, Kochi. 
3. Western Marine Engineering, Kochi. 
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5.2.4 Idle machiizery!equipment/vessels 

Seven items of machinery/equipment such as outboard engines, electric 
cranes, mobile cranes, trolleys, etc., were idling in three Port Offices and one 
office under the Hydrographic Survey Wing vide Appendix XXXVIII. 
Though port operations in Alappuzha Pmt ceased during November 1989, five 
items (cost of four items was not known to the port officer) connected with 
port operations were neither transferred to other needy ports nor disposed of as 
of October 2000. Further, four vessels (cost : Rs 52.38 lakh)# were idling in 
various ports; one in Alappuzha since November 1989, two in Kollam 
(Rs 12.38 lakb) and one in Kozhikode (Rs 40 lakh) since October 1998. 
Director of Ports stated (October 2000) that the vessels were kept in 
anticipation of port activities. 

5.2.5 Disposal of obsolete items 

Tug 'Ilmenite' procured in 1969 at a cost of Rs 7.30 lakh was idling from 
.April 1997 in Port Office, Kollam and survey: repmt was submitted to 
Government in March 2000. Similarly in Mechanical Engineering Workshop, 
Neendakara a centre lathe was idling. The Director of Ports stated (October 
2000) that survey report for disposal of the 26 year old lathe would be taken 
up after providing a slipway and procuring a new lathe. However, retention of 
such a lathe did not serve any purpose with the added risk of fetching a lesser 
value with passage of time. 

5.2.6 Physical verification of stock 

According to financial rules, all stores should be verified periodically at least 
once in a year. Audit scrutiny revealed that annual physical verification of 
stores has not been conducted during 1998-2000. 
. . 

The above points were referred to Government in July 2000; reply has not 
been received (November 2000). 

# Excluding the cost of the vessel in Alappuzha, which is not known. 
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Activities ·of quasi-commercial nature. are performed by the departmental 
undertakings of certain Government departments. These undertakings are to 
prepare pro Jorrna accounts in the prescribed format annually showing the 
results of financial operation so that Government can assess the results of their 
working. The Heads of Department in Government are to ensure that the 
undertakings which are funded by the budgetary release, prepare the accounts 
on timely basis and submit the same. to Accountant General for audit. In 
respect of certain schemes/activities run on a commercial basis also, the Heads 

. of . Department concerned have to submit pro Jorma · accounts. As of 
December 2000, there were seven such undertakings/trading schemes under 
the Government of Kerala, of which two undertakings did not prepare 
accounts for more than ·10 years and four undertakings for more than 5 years, 
A total amount of Rs 41.63* crore has been invested by the State Government 
in six of the undertakings at the end of the financial year up. to which their 
accounts were completed. 

Comptroller and Auditor General of India has repeatedly commented in the 
Audit Reports of the State upon the. failure of the Heads of Department and 
the management of the unde1takings, to prepare the pro Jonna accounts. The 
matter was also brought to the notice of Finance Department and the Secretary 
of the concerned departments. In spite of these there was little improvement 
in the situation and most of these undertakings did n9t finalise their account_s 
for period up to 10 years or more. Government neither initiated action against 
the defaulting managements for their failure to p1;epare the accounts nor took 
any effective initiative to remedy the situation. As a result accountability of 
the management and Government in respect of the public funds spent by these 
undertakings, was not ensured. 

The department-wise position of arrears in preparation of pro Jonna accounts 
is given in the following table: 

*Includes Rs 0.13 crore on the Rubber Plantation at Open Prison, Nettukaltheri. 
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Finance 
De artment 
General Education 1 
Department 

Public Works and l 
Transport 
De artment 
Agriculture 3 
(Animal 
Husbandry) 
Department . I 

Kerala State · Insurance 
De artment 
Text Book Office, 
Thiruvananthapuram 

State . Water Transport 
Department, Alappuzha 

(i) Intensive 
Development 
Muvattu uzha 
(ii) Intensive 
Development 
Pettah 

Poultry 
Block, 

Poultry 
·Block, 

, (iii) Feed Compounding 
Unit, Chengannur• 

1967 to 1982 and 
1991to2000 
1987-88 to 
1995-96, 

1998-99 and 
1999-2000 

1991-92 
to 

1999-2000 
1992-93 

to 
1999~2000 

1994-95 
to 

1999-2000 

1991~9!
to 

1999-2000 

26.28 

14.02 

OAO 

0.72 

0~08 

The proforma accounts from April 1983 to June 1983 in respect of Egg 
Collection and Marketing Scheme, Chengannur (wound up on 30 June 1983) 
and that of Livestock and Poultry feed Compounding Factory, Malampuzha 
(transferred to Kerala Live Stock Development Board from 1 May 1976) for 
1970-71 were also in arrears. 

No action was taken· against the managements of these undertakings for such 
gross failure and disregard of public interest. 

The lack of accountability displayed by the failure to prepare the accounts by 
the management of these unde1takings is a matter of serious concern as large 
amount of public funds are involved in these cases. Government need to 
initiate strong and effective action against the defaulting management for 
their failure, to reduce the possibility of serious financial irregularities 
remaining undetected for long period. Government should also take a relook 
at the intern~l system and arrangements for finalising the accounts and take up 
the preparation of the accounts on war footing so that the managements are 
held accountable for the proper use of public funds'. ·Government should also 
re-examine the justification of release of budgetary funds to the undertakings 
without assessing the financial performance and without finalised accounts. 

A synoptic statement showing the summarised financial results of two 
undertakings/trading schemes on the basis of latest accounts certified as of 
January 2001 is given in Appendix XXXIX. 

It would be observed that the Rubber Plantation at the Open Prison, 
Nettukaltheri swerved from the profit earning track and was incurring loss 
continuously from 1996-97 onwards. The loss incurred was also increasing. 

· • Formerly Poultry Feed Manufacturing and Distribution Scheme, Chengannur. 
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Government attributed (January 2001) the recurring losses to non-collection 
and/or low collection of latex due to slaughter tapping and cut and removal of 
old trees. 

The State Water Transport Department suffered a loss of Rs 1.78 crore in 
1989-90 and the accumulated loss piled up to Rs 11.67 crore as of March 
1990. As the accounts were in arrears for about a decade, the financial 
condition of the undertaking for the later periods could not be evaluated. 

The matter was referred to Government in November 2000; reply has not been 
received from General Education and Agriculture (Animal Husbandry) 
Departments (January 2001 ). 

I FINANCE DEPARTMENT 

I 6.2 Working of Kerala State Insurance Department 

(i) Introduction 

The Kerala State Insurance Department established by the erstwhile 
Government of Travancore in 1896 has two branches, namely (i) Life 
Insurance branch• (ii) General Insurance branch... The department has been 
recognised as an insurer for underwriting life insurance business under section 
44 (1 ) of the Life Insurance Corporation Act, 1956 and general insurance 
business under section 36 (1) of the General Insurance Nationalisation Act, 
1972. The departmeqt is headed by a Director assisted by three Deputy 
Directors and three Assistant Directors. Secretary, Finance is in overall charge 
of the activities. The working of the department for the period 1994-99 was 
reviewed during J uoe to September 1999. The following points were noticed. 

(ii) Arrears in the preparation of pro Jon na accounts 

Government declared the department as 'commercial' in October 1979 and the 
commercial accounting system was introduced from 1983-84 onwards. The 
Department was to prepare annual pro Jonna accounts. These were prepared 
only upto 1990. The Department stated (December 2000) that the preliminary 
work on preparation of proforma accounts for the period from 1991 to 1999 
had commenced. As pro Jonna accounts were in arrears for a decade, the 
financial results of working of the department was not known. 

(iii) Deficiency in accounts 

Ledger or register to record the postings of subscription or loan in respect of 
State Life Insurance branch was not properly maintained by the Director of 
Insurance. There was no consolidated or detailed accounts of demand, 
collection and balance of premia in respect of life and general insurance 

• Included State Life Insurance, Group Insurance and Advocate Clerk's Welfare Fund. 
•• Included (a) Fire Insurance (b) Marine Insurance (c) Accident Insurance (Act Liability) for 

Motor Vehicles (d) Crop Insurance and (e) Miscellaneous Insurance 
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branches. Hence the Department did not know whether all amounts due had 
been received. Departmental accounts of collections of premia etc., were not 
reconciled by Director of Insurance with treasury figures. The accounts in 
respect of 'Fire and Miscellaneous' branches had not been prepared and 
settled (July 2000) since March 1997 and that of 'Marine insurance' branch 
since March 1996. 

(iv) Delay in issue of policies under State Life Insurance scheme 

Every government servant within one year of his.joining government service, 
were to subscribe to a policy of the State Life Insurance (SLI) till he ceased to 
be in government service. Till March 1998, the Directorate issued the policies 
and thereafter, the district offices were to issue the policies. Scrutiny revealed 
that district offices delayed the issue of policies by eight to fourteen months. 
As a result there was delay in receipt of premia due. Estimated loss due to 
such delay was Rs 1.00 crore (vide Appendix XL) during October 1997 to 
September 1999. 

(v) Motor accident claims 

(a) Excessive claims on account of ACT Liability Insurance 

Kerala Financial Code as well as the· loap agreements executed by KFC* 
stipulated that all vehicles purchased by availing loans from Government or 
KFC should be insured with the Department for accident insurance (ACT 
lfability). The compensation awarded by the Motor Accident Claims Tribunal 
(MACT) was paid by the Department to the victims/legal heirs. 

Analysis of premia received and expenditure towards claims during 1995-99 
showed that the payments made were much in excess of the receipts as shown 
below: 

1995-96 0.74 1.19 
1996-97 0.71 1.52 
1997-98 0.77 1.34 
1998-99 0.94 1.57 
Total 3.16 5.62 

It was evident that the business was totally unviable and put the Government 
to a loss of Rs 2.46 crore in 4 years. The main reason for this loss was the 
failure of the management to cover ACT insurance policies under re-insurance 
by other insurance companies and failure to review the matter and take 
remedial action. The Director of Insurance stated (August 2000) that review 
of existing re-insurance treaty has been proposed and coverage of ACT 
insurance would be considered. 

• Kerala Financial Corporation 
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(b) Financial relief to the victims of motor accidents 

As per Government orders of August 1976, the depaitment allotted to 
Tahsildars R 67.50 lakh for payment of interim relief to victim of motor 
accidents (Rs 22 lakh in 1994-95 to 1996-97; Rs 19.88 lakh in 1997-98 and 
Rs 25.62 lakb in 1998-99). The Depaitment, however, did not watch the 
utili ation of the funds aJlotted to the Tahsildars. 

(vi) Crop Insurance Scheme 

Government of India introduced ( 1985) a crop insurance scheme with the 
objective of providing financial assi tance to farmer in the event of crop 
failure. In Kerala, the insurance scheme was implemented by the Department 
a a co-in urer along with the General Insurance Company. 

The scheme was not financialJy viable and caused huge Joss to Government. 
From 1994-95 to 1998-99, the Department paid R 1.20 crore to farmer a its 
share of claim for shortfaJI in yield during Khariff season as against receipt of 
Rs 9.51 lakh as premium. Payments to faimers and receipt in respect of Rabi I 
and Rabi II for the period from 1994-95 to l 998-99 amounted to Rs 90.58 lakh 
and Rs 9.57 lakh respectively. Thus, the crop insurance business caused a lo s 
of Rs 1.10 crore for Khariff and R 81.0 l lak.h for Rabi I and II during 
1994-95 to 1998-99. 

(vii) Loss of income due to non-renewal of policy 

Loanees who availed loan from State Government Undertakings such a 
Kerala Financial Corporation, Kerala State Financial Enterprises Limi ted etc., 
were to in ure the assets acquired from out of such loans with the Department 
and the insurance was to be renewed till the loan was fully repaid. It was 
noticed in audit that in a number of case the policies were not renewed with 
the Department. During 1995-99, at least in 167 ca e the policies were not 
renewed involving a premia of Rs 26.80 lakh. 

The above points were referred to Government in August 2000; reply has not 
been received (November 2000). 
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Autonomous bodies and authorities are set up to discharge generally 
non-commercial functions of public utility services. These bodies/authorities 
receive substantial financial assistance from Government. Government also 
provides substantial financial assistance to other institutions- such as those 
registered under the Keral~ Co-operative Societies Act, 1969, Travancore
Cochin Literary, Scientific and Charitable Societies Registration Act, 1955, 
Companies Act, 1956, etc., to implement various Government programmes. 
The grants were intended essentially for maintenance of educational 
institutions, hospitals, charitable institutions, construction and maintenance of 
schools and hospital buildings, improvement of roads and other 
communication facilities under municipalities and local bodies. Under the 
existing system, salary of the teaching and non-teaching staff of a large 
number of private educational institutions in the State was also directly paid 
by Government. 

During 1999-2000, financial assistance of Rs 3413.95 crore was paid to 
various autonomous bodies and others broadly grouped as under: ., 

1 Educational institutions (Aided 
·schools, Private colleges, 
Universities, etc.) 

2 Panchayat raj institutions 

5 Hos itals, Charitable institutions, etc. 
6 Other institutions 

Total 

1584.88 

1021.14 
160.94 
22.12 
20.32 

378.38 
3187.78 

19.00 1603.88 

1021.14 
5.00 165.94 

15.28 37.40 
Nil 20.32 

186.89 565.27 
226.17 3413.95 . 

The financial rules of Government require that where grants are given for 
specific purposes, certificates of utilisation should be obtained by the 
departmental. officers. from the grantees and after verification, these should be 
forwarded to the Accountant General (Accounts and Entitlements) within one 
year from the date of sanction of assistance unless specified other.wise. 
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A of June 2000, 175 certificates for R 101.05 crore paid as grants up to 31 
May 1999 had not been received in the Office of the Accountant General 
(Accounts and Entitlements) . Department-wise break-up of outstanding 
utilisation certificates was as under: 

. SI. ame of Department Year Certificates due 
No. Number Amount 

(Rupees in lakh) 

I Cultura l A ffairs Department 1994-95 I 20.00 

1995-96 2 13.00 

1996-97 I 24.83 

1998-99 17 229.52 

2 General Education Department 1996-97 3 15 .00 

1997-98 4 21 .50 

1998-99 4 5 15.00 

3 Healtl1 and Family Welfare 1989-90 I 12.00 
Department 1994-95 I 72.25 

4 Higher Education Department 1986-87 2 2.50 

1989-90 I 5.00 

1992-93 6 360.27 

1993-94 10 602. 19 

1994-95 8 657.42 

1995-96 29 2194.73 

1996-97 22 I 863.40 

1997-98 23 2261. 11 

1998-99 6 6 17.08 

5 Sc ience, Technology and Environment 1989-90 3 11.25 
Department 199 1-92 11 93.77 

1994-95 I 2.50 

1995-96 2 8.00 

1998-99 17 502.64 

Total 175 10104.96 

I 7 .3 Delay in furnishing copies of accounts 

In order to identify the institutions which attract audit under Section 1411 5 of 
the Comptroller and Auditor General' s (Dutie , Powers and Conditions of 
Service) Act, 1971 , Government/Heads of Departments are required to fu rnish 
to Audit every year detailed information about the financial assistance given to 
various institutions, the purpo e for which assistance was granted and the 
total expenditure of the institutions. Information for the year 1999-2000 called 
for in April 2000 was awaited as of October 2000 from 11 departments of 
Government and 21 Heads o f Department. The fo llowing departments had not 
furnished information for the period indicated against each. 
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1. Science, Technology and Environment 
De artment 

2. 
. 3. 
4. General Education Department 
5. Labour and Rehabilitation De artment 
6. Agriculture Department 
7. Scheduled Castes/Scheduled Tribes 

Development Department 
· 8. Animal Husbandry De artment 

1996-97, 1997-98. 
and 1999-2000 

1997-98 and 1999-2000 
1997-98 to 1999-2000 
1997-98 to 1999-2000 

1997-98 and 1999-2000 
1998-99 and 1999-2000 

1999-2000 

1999-2000 
1999-2000 
1999-2000 
1999-2000 

(i) The audit of accounts of the following bodies had been entrusted to the 
Comrtroller and Auditor General of India for the periods mentioned agaillst 
each: 

Command Area Development 3 August 2000 
Auth01ity 

2 Kerala Institute of Labour and up to 2001-02 7 November 1997 
Em loyment 

3 Kerala Khadi and Village up to 2002-03 20 January .1999 
Industries Board 

4 Kerala State Commission for up to 2001-02 16 February 1998 
Backward classes 

5 . Kerala Water Authority up to 2003-04 10 February 1999 

(ii) The status of submission of accounts by bodies/authorities and 
submission of Audit Reports thereon to the State Legislature as on December 
~000 is given belqw: 

Command Area 1999-2000 1997-98 1997-98 Accounts for. 1998-99 
Development and 1999~2000 not 
Authority . received. 

2 Kerala Institute of 1999-2000 1999-2000 1998-99 
Labour and 
Employment 

3 Kera la Kha di and 1999-2000 1998~99 1997-98 
Accounts for 1999-Village Industries 

Board 
2000 not received. 

4 Kerala Stat 1999~2000 1997-98 1997-98 Accounts for 1998-99 
Commission and 1999-2000 not 
for Backward classes received. 

5 Kerala Water 
1999-2000 1998-99 1998-99 

Accounts for 1999-
Authority 2000 not received. 
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(iii) The primary audit of local bodies (Panchayat 
Municipalities. etc.), educational/co-operative institution 
conducted by the authorities mentioned below: 

raj institutions., 
and others is 

SI. Name of institution Authority conducting primary audit 
No. 

I Panchayat raj insti1u1ions and Director of Local Fund Audit 
Municipalities 

2 Educational i11s1i1utions: 

(a)Universities Director of Local Fund Audit 
(b)Other than Universities Head of the depar1men1 under which the 

institution is functi oning 
J Co-operative institutions Registrar of Co-operative Societies 
4 Others Chartered Accountants 

Against 1050 grantee institution which attracted audit, the audit of 
394 institutions was taken up during 1999-2000. 

I AGRICULTURE (ANIMAL HUSBANDRY) DEPARTMENT 

7.5 Kerala Agricultural University- Government investment on 
carcass utilisation plant wasted 

The carcass utilisation plant set up at a cost of Rs 1.53 crore was grossly 
under-utilised and the investment proved to be abysmally 
unremunerative. 

Kerala Agricultural University (KAU) decided (Apri l 1994) to ct up a model 
carca s utilisation plant attached to its Meat Technology Unit (MTU), under a 
Centrally ponsored scheme*. Mrun objectives of the scheme were effective 
animal by-products utili sation and production of value added products like 
meat meal, bone meal, blood meal etc to be utilised as livestock feed, 
biofcrtilizers etc. Government accorded administrative sanction in February 
1996 for establi hment of the plant at a total cost of R 1.52 crore. The plant 
wa con tructed at a cost of Rs 1.53 crore and commissioned in June 1997. 
T he fo llowing point were noticed in audit: -

(i) Under-utilisation of capacity 

The raw materials for the plant were to be procured from various units of 
KAU like MTU, Pathology Department and Poultry Farm and the municipal 
slaughter house, Thrissur. According to the project report, 1773 tonnes of raw 
material were to be processed per annum. However, only 52.1 tonnes (0.98 
per cent) of raw material were actually processed vide table below. 

Asi.istance to States for establishment of carcass u1ilisation centre at Meat Technology Unit 
o f Kerala Agricultural University, Thrissur. 
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1997-98 7.1 2.5 1.04 0.54 
1998-99 21.9 7.i 3.42 1.10 

1999-2000 23.l 10.6 3.9 1.81 
To tan 52.1 20.2 8.36 3.45 

Due to such gross under-utilisation of the plant, only Rs 3.45 lakh of revenue 
was earned during 1997-2000 as against the projected revenue of Rs 19.50 
lakh per annum. Thus, the carcass utilisation plant set up at a huge cost of 
Rs 1.53 crore was largely under-utilised and the investment was mostly 
unfruitful. 

(ii) Idling of mini lorry and jib crane 

One mini lorry and a jib crane were purchased at a cost of Rs 10.52 lakh in · 
April/ August 1996 for transporting carcass from various stations to the centre. 
They were lying idle in a temporary shed for more than three years due to 
failure to carry out some alterations and modifications in the vehicle prior to 
·fixing the crane on it. Possibility of their obsolescence due to !Ong period of 
non-use cannot be ruled out. 

The matter was referred to Government in June 2000; reply has not been 
received (November 2000). 

Though Rs 85 Ilakh was paid in Felb1mary 1998 for purchase of modern 
kitchen equipment, items worth Rs 43.31 fakh only were supplied !by 
KTDC. Balance amount and penal charges of Rs 27.07 lalkh are due for 
non-supply of the materiaR 

Government sanctioned (March 1997) a non-recurring grant of Rs 85 lakh to -
Food Craft Institute (Kerala) Society, Kalamassery, a society registered under 
the Charitable Societies Act, 1955 to improve the training facilities and to 
develop it into a model Food Craft Institute. The Principal of the institute paid 
(February 1998) the amount to the Kerala Tourism Development Corporation 
(KTDC),·a Government company, for purchase of modern kitchen equipment, 
bakery equipment, cutleries etc. The payment was made only after obtaining 
an assurance from the XTDC that supplies would be effected within three 

·months. It also agreed to pay penal charge of 1 per cent for each month of 
delay. However, KTDC supplied items worth Rs 43.31 lakh only till October 
2000. KTDC refunded Rs 3.0 lakh in August 2000 which was deposited by the 
institute in the treasury. The penal charges of Rs 15.38 lakh for the delay from 
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June 1998 to October 2000 leviable from KTDC had not been realised. The 
institute had not taken any effective action to obta in the remaining supplies 
from KTDC. Consequently, the plan to develop the model institute had not 
materiaJi ed (October 2000). De pite the fact that the grantee institution as 
well as the purcha ing agency were fully Government controlled, the grant 
was not utiJised for the intended purpose till date (October 2000). Clearly, 
Government failed to watch and ensure proper utili ation of the assistance. 

The matter was referred to Government in June 2000; reply has not been 
received (November 2000). 

I INDUSTRIES DEPARTMENT 

7.7 Working of Kerala State Cashew Workers Apex Industrial 
Co operative Society 

7.7.1 Introduction 

Kerala State Cashew Workers Apex Industrial Co-operative Society 
(CAPEX), Kollam is an apex society of cashew workers industrial 
co operative ocieties, registered in August 1984 under the Kerala State 
Co operative Societies Act, I 969. Main objectives of CAPEX include 
procurement of raw cashew nuts and its distribution among the 
member-societies and marketing of kernels and other items processed in the 
factorie of the member-societies wi th a view to provide employment to 
cashew workers. CAPEX received Rs 29.22 crore (Joans: Rs 28.31 crore; 
grants: Rs 0.91 crore) from State Government during the period 1993-94 to 
1998-99. CAPEX could repay only a small portion of the Joan amounting to 
Rs 4.19 crore as of October 2000. 

A review of the cashew operations undertaken by CAPEX during 1993-94 to 
J 998-99 conducted in April-June 1999 disclosed the foJJowing points: 

7.7.2 Purchase of raw nuts 

a) Short procurement 

CAPEX procured raw cashew nut from abroad as well as from indigenous 
sources for di tribution among its ten member societies. The purchases of raw 
nuts during 1993 - 99 from variou sources were as under: 

Yei1r Requirement lmport Domestic Total :Employmenl 

1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
Tota l 

Quantity Quantity Value Q uanlity Value Q uantity Value 

13000 2654.987 823.04 6264.46 159 1.56 89 19.447 24 14.60 
13000 3629.300 1004.98 8737.36 2247.89 12366.660 3252.87 
13000 - - 6558.5 11 2084.44 6558.5 11 2084.44 
13000 - - 2058.903 727. 15 2058.903 727. 15 
13000 - - 3853 .402 1208. 19 3853.402 1208.19 
13000 1426.036 700.97 1780.924 7 11.5 1 3206.960 1412.48 
78000 7710.323 2528.99 29253.56 8570.74 36963.883 11099.73 

(Quantity: in metric tonnes; Value: Rupees in lakh) 

Against the total requirement of 78000 tonnes of raw ca hew nuts, CAPEX 
purchased only 36964 tonne (47 per cent). The average shortfall in purchase 

15 1 

days 

185 
166 
180 
64 
83 
65 
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during last 3 years (1996-99), was as high as 77 per cent, which led to 
substantial reduction in generation of employment days. The number of days 
for which employment was generated decreased from 185 in 1993-94 to 65 in 
1998-99. . 

b) Purchase of raw nuts of Pondicherry origin 

In May 1997 CAPEX invited tenders for supply of 3000 tonnes of raw nuts. 
But offers from two tenderers for supply.of 700 tonnes (600+100) at the rate 
of Rs 34.50 per kg were accepted and agreements executed on 20 June 1997 
with period of completion of supply as 19 July 1997. Fresh agreements were 
executed again with the same tenderers on 25 June 1997 and 4 July 1997 for 
supply of additional quantity of 1750 tonnes at the same rate of Rs 34.50 per 
kg. As the suppliers could not supply the raw nuts within the stipulated date 
as per the original orders, extension of time was granted up to 18 August 1997. 
The suppliers were allowed (August 1997) to supply raw nuts of Pondicherry 
origin instead of Orissa/Aridhra origin as originally agreed to: Against supply 
of 2128.976 tonnes up to 18 August· 1997, 1317.539 tonnes was of 
Pondichen-y origin. The out-turn obtained in the cutting test for Pondicherry 
origin was. only 44.88 to 50.421-pounds (lbs) per bag of 80 kg of raw nuts 
compared to the out-turn of 50 to 55.61 lbs per bag for Orissa variety. In the 
tender call in August 1997 for purchase of raw nuts, the same suppliers had 
quoted for Pondicherry variety at Rs 30.50 p~r kg for an agreed out-turn of 50 
lbs as against the rate of Rs 34.50 per kg quoted by them in May 1997 for an 
agreed out-turn of 52 lbs. Thus, the additional quantity of 1317 .539 tonnes of 
Pondicherry variety purchased in August 1997 could have been procured at 
the rate of Rs 30.50per kg. The consequent Joss worked out to Rs 36.63 lakh. 

7.7.3. Monopoly procurement of raw cashew nuts 

Government implemented a scheme for monopoly procurement of.raw cashew 
nuts during 1988-89 to 1992-93 and during 1994-95. CAPEX was designated 
·as the monopoly procurement and selling agent for the entire State during 
1988-89 to 1991--92 and for 11 districts (except Thiruvananthapuram, 
Kottayam and Kannur)1 during 1992-93 and 1994-95. CAPEX procured 
18841 tonnes of raw nuts under the scheme against which net quantity 
allotable was 17214 tonnes only. CAPEX incurred an expenditure of Rs 45.1-9 
crore for implementing the scheme during 1994-95 as against the income of 
Rs 43.37 crore generated, resulting in a ioss of Rs 1.82 crore. The major · 
factors are mentioned below: 

a) . Excess driage loss 

Government had allowed CAPEX ·a margin of Rs 3 for procurement of each 
kilogram of raw nut of which Rs l.62 was to compensate the weight loss on 
driage of nuts. As the net quantity available for allotment was only 17214 
tonnes, the total. admissible loss on driage at Rs 1.62 per kg was 
Rs 2.79 crore against which CAPEX had claimed a driage loss of Rs 3.04 

· 1 Kerala State Consumer Marketing Federation, Ernakulam was the agency for these 
three districts. 
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crore being the value of 1370 tonnes lost on driage. This resulted in claiming 
of exces driage lo s amounting to R 25 lakh. 

b) Inadm issible godown shortage 

CAPEX had recorded a shortage of 257 tonnes out of 17471 tonnes of dried 
nuts stored in its godowns. The godown shortage valued at R 57 lakh was 
inadmis ible. 

c) Credit sales 

During 1994-95, the Kerala State Co-operati ve Bank provided a cash credit 
accommodation of Rs 35 crore to CAPEX on Government guarantee which 
was to be c losed before the end of July 1994. Though the cash credit 
accommodation was to be closed before the end of July 1994, it was not 
clo. ed a of October 2000. The total amount outstanding to be paid including 
interest at the rate of 18 per cent as of October 2000 was Rs 17 .18 crore. 
CAPEX had allotted a quantity of 433 tonnes of raw nut valued at R I. I 0 
crore to the Kcrala State Ca hew Development Corporation, Kol lam, a 
Government company, without realising advance payment. The intere t on 
thi. outstanding dues worked out to R 1.24 crore at 18 per cent for the period 
from August 1994 to October 2000. 

7. 7.4 Production of k ernels 

i) Low yield of export grade k ernels 

Recovery of export grade kernels depended largely on quality of raw nuts and 
workmanshi p of the workers. It varied in different years and between factory 
to facto ry. The detail of year-wise yield of kernels for the period 1993- 1999 
were a under. 

(0 11a11litv in tonnes) 
Recoverv of kernels -Exoort l!rade 

Year 
Raw nuts Quantity Recover v oercenta~c 
processed Wholes Pieces Total Wholes Pieces Total 

1993-94 8943.92 1600.954 486.866 2087.820 17.90 5.44 23.34 

1994-95 10826.56 1745. 134 637.153 2382.287 16.12 5.89 22.0 1 
1995-96 7273.680 1032.54 1 425.505 1458.046 14.20 5.85 20.05 
1996-97 2307.440 352.977 143.7 17 496.694 15.30 6.23 2 1.53 
1997-98 3637.040 597.663 2 13.043 8 10.706 16.43 5.86 22.29 

1998-99 260 1.280 425.786 152.670 578.456 16.37 5.87 22.24 
Total 35589.920 5755.055 2058.954 7814.009 16.17 5.79 21.96 

During 1993-94, the recovery of export grade kernels was 23.34 per cent 
wherca it varied from 20.04 per cent to 22.29 per cent in the subsequent 
year . This indicated that quality of raw nu ts procured during 1994-98 was 
inferior to the l 993-94 consignment . Even though there was a well defined 
system of monitoring production performance of each factory by CAPEX 
through daily proces ing statements, thi y tern was not put to effective use to 
monitor the out-turn and to compare the yield with the respective cutting test 
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results based on which payments for raw nuts were made. Compared to the 
average production performance of 21.96 per cent , the achievement during 
1995"'96 and 1996-97 was very poor. Potential loss of revenue on account of 
the poor production performance during the two years worked out to Rs 4.49 
crore. 

b) Discrepancy in the stock of processed kernels 

After processing, export grade kernels would be packed in tins at the rate of 25 
pounds (11.34 kg) per tin at the two''' 'filling centres. It was seen in audit that 
there were discrepancies between the stock of processed kernels sent for 
filling and the quantity of kernels filled in the two centres during 1993-94 to 
1997-98. As against the total quantity of 6515.530 tonnes despatched by all 
the factories the number of tins filled was 576828 based on which the quantity 
was 6541.229 tonnes. Obviously, quantity of processed kernels sent to the 
filling centres was in excess of the quantity shown in the despatch note. No 
investigation of such a huge stock difference of 25;699 tonnes was made. As 
the stock accounts of kernels maintained by the factories as well as the filling 
centres did not tally, possibility for manipulation could not be ruled out. 

c) Loss on rework 

Rework was required as a result of leaking of carbon dioxide from filled tins 
which would cause infestation of kernels. Rework involved heating, grading 
and refilling in fresh tins. During this process, kernels lose weight and quality. 
The average loss on rework of a tin was worked out at Rs 117. In Perinad 
Filling Centre, 47969 tins (out of 355724 filled) had to be reworked during 
1993-99 and in Navaikulam centre 3395 tins (out of 24916) were reworked. 
during 1998-99 . .The loss on rework amounted to Rs 0.60 crore, which could: 
be attributed to longer retention of stock and poor production quality .. 

7. 7.5. Sale of processed kernels 

a) Sale pe.rformance 

During 1993-98, CAPEX produced 7235.553 tonnes of export grade cashew 
kernels and purchased 669.336 tonnes of kernels. The details of sale of cashew 
kernels effected by CAPEX were as follows. 

2117.200 
2670.281 1.44 

10.210 1712.340 2648.54 1.55 
4.078 349.272 652.68 1.87 * 
4.536 793.800 1361.93 1.72 * 

539.784 1055.74 1.96 * 
Total 353.314 554.11 8182.677 12533.08 
*Information awaited 

* At Perinad and Navaikulam 
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The average export realisation by CAPEX wa Jess lhan the All India 
realisation average during 1993-94 to 1995-96. On account of this, CAPEX 
u tained a loss of potential revenue of R 10.74 crore during the period 

1993-96. 

b) Export incentives 

CAPEX earned a revenue of Rs 1.84 crore by way of premium for on -
account-sale during 1993-96. During 1996-97 to 1998-99, CAPEX 
discontinued the system of premium-on-account-sale and decided to avail 
themselves of the export incentives directl y. Against the total amount of 
Rs 59.88 lakh realisable under premium-on-account- ale calculated at 1.95 per 
cent of FOB value of exports for Rs 30.7 1 crore, CAPEX realised a total 
amount of Rs 35.56 lakh only as incentives . Thus, there was hort realisation 
of revenue of Rs 24.32 Jakh. 

The above points were referred to Government in May 2000; reply has not 
been received (November 2000). 

17 .8 Irregular sanction of loan 

Due to lack of proper checks at the time of sanction of loan to a stone 
crushing industrial society, Rs 33.26 lakh of loan became unrecoverable. 

Kerala Khadi and Village Industri es Board (the Board) sanctioned (December 
1996) a loan of Rs 22 lakh to a stone crushing industrial society at Kodikulam 
in Idukki District for etting up a metal crusher unit at a total co t of Rs 25 
lakh. The balance amount of Rs 3 lakh was to be raised by the society. The 
ociety mortgaged 32.60 ares of land owned by its President for the loan. 

Project Officer(PO) discovered in October 1997 that the metal crusher unit 
was not set up by the society. Board's attempt to recover the due amount 
(Rs 28.32 lakh) from office bearer of the society through revenue authorities 
did not succeed as demand notices could not be served for want of correct 
addresses of the offi ce bearers. Scrutiny revealed that except the Treasurer all 
executants of the loan deed gave the same residential address and were 
relatives of the President. However, the addresses recorded by the PO in the 
requisition letter for Revenue Recovery action were at variance with those in 
the loan bond. As o f December 1999, no amount out of Rs 33.26 Jakh 
(including intere t) was realised from the society. Evidently, the amount was 
misappropriated by the members of the society. 

The Board issued (March 1998) memo of charges to the concerned Senior 
Co-operative Inspector, in the District Khadi and VilJage Industries Office, 
Idukki who had recommended the Joan, for suppression of material facts 
regarding the property offered as security by the society and lack of 
infrastructure facilitie . Further developments in this regard were awaited 
(October 2000). 
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Government stated (October 2000) that the correct addresses were 
subsequently furnished to the· Tahsildar and the dues would be realised 
through RR proceedings. 

Irregularities in considering tenders necessitated repeat tender calls and 
. caus.ed avoidable additionan financial commitment of , Rs 62.90 lakh, 
besides time over rum of more than 3 years in commencement of work. 

Chief Engineer( CE), Souther~ Region, Kerala Water Authority(KW A) invited 
(June 1995) tenders for construction of water treatment plant (WTP) of 19 
MLD* for Varkala Water Supply Scheme. According to the Notice Inviting 
Tenders (NIT), the tender was to be submitted within 23 August 1995 in 3 
covers - cover A containing earnest money deposit, cover .B for technical 
designs, specifications, drawings etc and cover C with the price bid. The bid 
covers A and B were opened on 23 August 1995. After discussions with and 
further clarifications from the tenderers, CE permitted them to offer changes in 
financial implications, if any, in their offers in a fresh sealed cover marked D. 
The sealed covers C and D were opened (15 November 1995) and CE 
recommended (30 December 1995) acceptance of the lowest offer of Rs 123 
lakh from contractor 'A'. KWA resolved in February 1996 to recommend 
acceptance of the offer to .Government. Based on the remarks of Chief 
Technical Examiner (CTE), Government rejected (October 1996) the tenders' . 
obserying that CE had committed serious irregularities like seeking a revised 
financial bid from the tenderers, incorrect determination of the lowest offer, 
etc., and directed KWA to seek CE's explanation. CTE pointed out in March 
J 996 that the lowest offer was from another contractor 'B' at Rs 134.10 lakh. 

CE invited tenders again in December 1996 fixing last date for receipt of 
tenders as 31 January 1997. Of the 5 tenders received, the lowest offer was 
from contractor 'C' at Rs 169.70 lakh. · Since the lowest tenderer failed to 
produce credentials in support of experienc~ and capacity to execute the 
works, CE after . conducting negotiations with the second lowest tenderer 
(contractor 'A'), recommended (January 1998) award of work to him at the 

_rate quoted by the lowest tenderer 'C'. In March 1998, KWA resolved to 
·award the work to contractor 'A' at the negotiated reduced rate of Rs 169.70 
lakh and sought Government approval. Government, however, directed (July 
1998) KW A to retender the work as there were no pre-qualifie\i tenderers as in 
the first tender. Though KWA again pleaded (October 1998) with 
Government for award of the work to contractor 'A', Government reiterated 

* Million litres per day. 
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(December 1998) its earlier orders of July 1998 and directed KW A to rctender 
the work. 

CE invited tender in March 1999 and recommended ( l 0 December 1999) 
acceptance of the lowest offer of Rs 197 lakh from con tractor 'D'. KW A in its 
meeting held in December 1999 resolved to approve and to recommend to 
Government acceptance of thi s offer. Government approved the offer in 
February 2000, and accord ingly agreement wa executed (February 2000) 
entru ting the work with contractor 'D'. 

The action of the CE in seeking revised financial bids from the tenderers wa 
in violation of rules, which Jed to cancellation of the ori ginal tender and 
con equent additional financial commitment of Rs 62.90 Jakh, apart from 
delaying execution of the work by more than 3 year . 

Government al o erred in ordering cancellati on of the tender of June 1995 
rather than re-evaluating the offers already received in the bid, in the light of 
the advice of CTE tendered in March l 996 to negotiate with other bidders 
merit-wi e. The violation of rules and procedures by CE in the fir t tender 
call and repeated rejection of tenders in succession, call for proper 
investigation of the fai lures. 

The matter was referred to Government in May 2000; reply has not been 
received (November 2000). 

j 7.10 Extra expenditure due to non-acceptance of a cheaper offer 

Unnecessary rejection of the negotiated lowest offer led to extra 
expenditure of Rs 17.25 lakh at award stage due to retender. 

Chief Engineer (CE), Southern Region, Kera.la Water Authority( KW A) invited 
(November 1996) tender for construction of a water treatment plant at 
Arakuzha for the Urban Water Supply Scheme to Koothattukulam. Of the 
three valid offers received, the lowest offer was for Rs l.03 crore reduced to 
Rs 99.90 lakh on negotiation. Though CE recommended (2 1 July 1997) 
acceptance of the lowest offer at Rs 99.90 lakh, Tender Committee (TC) of 
KW A recommended further negotiations by the Chief Engineer (Purcha e, 
Stores & General) to bring down the rate still further. On further negotiation , 
the lowest tenderer reduced (20 October 1997) the rate to Rs 99 lakh. TC 
recommended (22 October 1997) that the contract could be awarded to the 
lowest tenderer if he was willing to execute the work for Rs 90 lakh. 
However, the contractor expressed (December 1997) his inabi lity to undertake 
the work at the reduced rate of Rs 90 lakh. 

The Superintending Engineer, Muvattupuzha retendercd the work in October 
1998. Only a single offer at R 1.18 crore wa received from a bidder who 
was the third lowest in the first tender call. CE recommended (January 1999) 
it to Managing Director (MD), KW A. TC authorised (February 1999) CE 
(Purcha e, Store & General) to negotiate with the ingle tenderer. A a re ult 
of the negotiation ·. the tenderer reduced (February 1999) the rate marginally 
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to Rs 116.75 lakh. KWA decided (February 1999) to direct MD to negotiate 
again with the tenderer. The tenderer expressed (March 1999) his willingness 
to reduce the rate slightly to Rs 116.25 lakh. The Board resolved in March 
1999 to recommend the single negotiated tender to Government. Government 
approved (December 1999) the offer of Rs 116.25 lakh subject to the 
condition that no further escalation in cost would be allowed for the work. 
The work was awarded to the contractor in March 2000. 

Thus, arbitrary rejection of the offer of the lowest tenderer in the original 
tender in January 1997 resulted in totally avoidable additional financial 
liability of Rs 17 .25 lakh and delay in execution of the scheme for more than 2 
years .. 

Government stated (September 2000) that the offer of Rs 99 lakh was. not 
accepted as the cost of construction of Rs 16.5 lakh per mld was far in excess 
of the IPD* norm of Rs 12 lakh per mld. The reply was not tenable since the 
cost of construction in respect of the finally accepted offer was much higher at 
Rs 19.37 lakh per mld and the wrong decision in rejecting the tender led to 
unnecessary cost escalation. 

Huge quantity of pipes and specials were procured without ensuring 
availability of land and execution of structural works. 

Implementation of Accelerated Rural Water Supply Scheme to three problem 
villages, viz., Irimbilium, Edayoor and Valanchery in Malappuram District 
was sanctioned by Kerala Water Authority (KW A) in October 1993 at an 
estimated cost of Rs 2.72 crore. The scheme, comprised construction of a 
well-:cum-pump house, infiltration gallery, treatment plant, sump and pump 
house, overhead (OH) and ground level service reservoirs and a distribution 
system of 116 Km. It also envisaged supply of water in elevated region by 
drilling 25 bore wells. About 1.68 acres of land required for construction of 
well-cum-pump house, treatment plant and service reservoirs was to be 
obtained on sun-ender by the panchayats. The work of di:illing 25 bore wells 
was taken up in August 1996 and completed in October 1996 at a cost of 
Rs 7.15 lakh. However, other components of the scheme (treatment plant, 
sump and pump house, OH reservoir, etc) had not been taken up as of 
December 1999 pending surrender of 1.18 acres of land required for the same. 

Managing Director (MD) KW A directed (October 1993) the Engineer in 
charge of the work that tenders for the components of the work should be 
invited only after getting the required land surrendered by the panchayats. 
However, in disregard of these instructions, the EE procured pipes and 
specials for Rs 83.66 lakh between December 1993 and May 1994 (Rs 29.09 
lakh) and between October 1997 and February 1998 (Rs 54.57 lakh), of which 
pipes and specials valued at Rs 74.62 lakh were lying unused for two to six 

IPD - Investigation, Planning and Design Wing of Kerala Water Authority. 
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yea.rs. Thus, unneces ary purcha e of material resulted m unfruitful 
expenditure of Rs 74.62 lakh. 

MD stated (July 1998) that pipe and specials were procured as per the 
decision taken in the review meeting in December 1992 convened by the 
Minister for Irrigation to start the work during 1993-94 and on the a urance 
of the panchayats to surrender the land. The fact, however, remained that only 
procurement of pipes and upplies wa completed and the required land had 
not been made available for the work. 

The matter wa referred to Government m April 2000; reply ha not been 
received (November 2000). 

7.12 Unfruitful expenditure due to non-execution of a water 
supply scheme 

Delay in finalisation of a proper source and Jack of planning in execution 
of the scheme in a time-bound manner resulted in inordinate delay in 
completion of a decade-old scheme and unproductive expenditure of 
Rs 1.61 crore. 

Accelerated Rural Water Supply Scheme to Kollencode and areas under 
adjoining panchayat in Palakkad District sanctioned (March 1980) at an 
estimated cost of Rs 47 lakh was not fully commissioned as the water source 
identified was inadequate and dried up during 1983 summer. Water supply in 
some area of these Panchnyats was met from borewell ources through a 
distribution network laid during 1985-89 at a co t of R 80 lakh. In December 
1989, Kerala Water Authority (KWA) sanctioned implementation of a 
revamped scheme at an estimated co t of Rs 2.58 crore (including the 
expenditure already incurred). Loan a istance of Rs 40 lakh was also 
obtained by KWA in March 1989 from Life In urance Corporation of India 
(LIC). The new scheme was proposed to be implemented in three zones 
covering five panchayats tapping borewell sources. Since yield of water from 
borewells was scanty, the cheme was redesigned in November 1992 by 
pruning it for suppl ying water to three panchayats (viz. Kollencode, 
Muthalamada and Vadnvannur panchayats) from Meenkara Dam, with a 
reduced outlay of Rs 1 crore. 

Out of nine components envisaged for the scheme, only filter plant with 5 rnld 
capacity (cost: Rs 56.90 Jakh) and OH tank (co t: Rs J 1.77 lakh) were 
completed as of March 2000. In June 1998, KW A decided to provide an intake 
structure inside the dam re ervoir instead of constructing a well and to entrust 
the work with the Irrigation DepaHment as a 'deposit work'. However, no 
work on the source has been arranged even as of March 2000. As major 
components of the scheme were not completed, pipes and specials purchased 
between November 1996 and November 1998 costing Rs 92.37 lakh remained 
unutilised. 

In addition, KW A paid Rs 41.65 lakh as interest on the loan of Rs 40 lakh 
from LIC for the period March 1989 to March 2000. 
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Government admitted (October 2000) that due to delay in finalisation of head 
works, work on the ·reservoirs, raw . water pumping main and clear ·.water 
gravity main, .could not be taken up. Government · added that all the 
components would.be completed once theintake works were over and balance 
pipes for the distribution system were procured. 

Faih.nir,e to arrange execution of balance works on the source (well) and 
otheir maJOr components Jin a tJime~bound manner led to delay of Sllx years 
in completion of the scheme and unfruitful expenditure of Rs 6.86 crore. 

In March 1991, Kerala Water Authority (KWA) sanctioned implementation of 
Urban Water Supply Scheme to ThirurMunicipality (Augmentation) at a cost 
of Rs 4.27 crore. Construction of intake well-cum-pump house at. Thirunavaya 
was entrusted with a firm in April 1993· for Rs 17 AO lakh for completion by 
February 1994. The firm stopped the work in May 1997 after sinking the well 
for 9 metres: (out of 11:83 metres) alleging presence of hard rock and 

·demanded enhanced .rates .. for hard rock blasting under water. · Although 
execution ·of work was· stopped in May 1997, KWA did not:re-arrange the 
balance work.as of October 2000. , · · 

In May 1997,•KWA modified the scheme increasing the size· and capacity of 
the source- well, construction of sub surface dam instead· of· porous wells, 
enlarging the distribution system, etc.; at an estimated cost of Rs· 14.96 crore. 
which was sanctioned by Government in January 2000 for Rs 14 crore. The 
enlargemerit·of the source·was intended to augment the source to cater to the 
entire Municipality as well as to feed the adjacentThirunavaya scheme. 

. . 

Only a few components such as raw water pumping main, treatment plan~, one. 
sump and distributi0n lines for 12 km (out of 60 km) were completed at an 
expenditure of Rs 6.86 .trore as of October 2000 .• ·Thus, the augmentation 
scheme sanctioned in March 1991 remained incomplete for nearly a-dec.ade 
and Rs 6.86crore.spent-on itr~mained unfruitful. 

Government stated (October 2000) that scope of the augmentation scheme was 
enlarged to cover the . entire Municipality including its elevated _zones. 
;Frequent changes in the method of drawal ofwater and delays in identification 
'of proper source delayed the works on the source; The works on other . 
components _wen:~also not executed in -a time-bound manner. Failure t0 fix a 
pfoper source and complete the various components within the scheduled-

. time-frame resulted in unjustified delay in completion. of the augmentation 
scheme sanctioned. in March .1991. 

'\ 160 

,_ 



Chapter VII - Financial Assistance to Local Bodies and Others 

l 7.14 Inordinate delay in completion of a water supply scheme 

A scheme to supply water to two problem villages commenced in June 
1991 has not been completed for nearly nine years and expenditure of 
Rs 1.40 crore remained unfruitful. 

Kerala Water Authority decided in July 1989 to take up Accelerated Rural 
Water Supply Scheme to provide drinking water in two problem viJlages, 
namely Mangattidam and Kandankunnu in Kannur District benefiting 34083 
people at an estimated cost of Rs 57.87 lakh. The scheme comprised 
construction of 3 well-cum-pump-houses, 3 re ervoirs, pumping mains, 
distribution system for 78055 metres etc. Though work was started in June 
1991, it has not been completed a of May 2000 as major components like one 
well-cum-pump-hou e for Zone I, pumping main for Zone Ill and distribution 
system for a length of 46534 metres were pending completion. The delay in 
completion was on account of delay in rearranging balance work on the well 
for Zone I, defective preparation of estimate by the Executive Engineer for the 
well in Zone II, non-surrender of land by the Panchayat for the pumping main 
in Zone ill and non-avai lability of pipes for the distribution system. 
Expenditure incurred on the scheme as of July 2000 was R 1.40 crore. 
Further expenditure was estimated at Rs 18 lakh. Thu , the cheme taken up 
in June 1991 remained incomplete for nearly nine years. Consequently, the 
objective of providing drinking water to the two problem villages was not 
achieved though more than 200 per cent of the anctioned funds were already 
spent for the same. 

The matter was referred to Government in June 2000; reply has not been 
received (November 2000). 

I 7.15 Avoidable expenditure due to change in specification 

Substitution of poor quality Premo pipes for AC pipes resulted in 
extensive leak in joints of pipes leading to disruption in supply of water 
and avoidable extra expenditure of Rs 1.11 crore. 

Urban Water Supply Scheme to Manjcri Municipality sanctioned in May 1983 
for implementation at an estimated cost of Rs 4.53 crore was completed in 
June 1993 (expenditure: Rs 8.26 crore). Though the scheme envisaged laying 
of gravity main with 400 mm AC class 15 pipes, Kerala Water Authority 
(KW A) decided (October 1986) to use 400 mm prestressed concrete pipes 
manufactured by Kerala Premo Pipe Factory, a Government company. 

Owing to change in specification of pipe , KW A incurred extra expenditure of 
Rs 31.90 lakh as AC cla s 15 pipes cost only Rs 42.21 lakh against Rs 74.11 
lakh for Premo pipes. On commissioning the cheme (June 1993), only one 
million litres per day (mld) could flow into the sump for di tribution, due to 
leak in 2700 joints in the gravity main. The widespread leaks were due to 
absence of grooves in the joints to prevent di placement of the rubber caskets 
when the line was fully charged. For rectification of leaks in 1300 joints, the 
Authority pent Rs 56.68 lakh (October 2000) including Rs 34.04 lakh spent 
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for redoing the repair works in 858 joints as the rectification work carried out 
earlier at a cost .of Rs 21. 99 lakh had failed. 

Thus, decision of KW A to use premo pipes instead of AC pipes as envisaged 
in the scheme was technically flawed and not in the best interest of KW A. It 
cost KW A dearly as it had to bear avoidable financial burden of Rs L 11 crore 
and disruption in the scheme. 

· 7.16.1 Introduction 

The Municipal Corporation of Thiruvananthapuram (MCT) formed in the year 
1940 covered an area of 75.11 square kilometres and a population of 5.24 lakh 
(1991 census). Audit scrutiny of the accounts of MCT for the period from 
1995-96to 1999-2000 revealed the following points: 

7.16.2 Financial performance 

(a) Accounts and audit in arrears 

The Director of Local Fund Audit (DLF A) was the statutory auditor of MCT. 
MCT had not finalised the annual accounts for the years 1995-96 to 1999-
2000. The audit of the accounts was in arrears .for the period 1992-93 to 
1994-95 (as of October 2000). 

b) Inflow of funds 

During 1995-96 to 1999-2000, MCT received Rs 149.67 crore from different 
sources (Grants from Government: Rs 74.84 crore; internal sources: Rs 74.19 
crore; beneficiary contribution: .Rs 0.64 crore) as shown in Appendix - XLI. 

Nearly 50 per cent of the receipts comprised grant-in-aid from Government. 
Out of Government grants of Rs 74.84 crore received during 1995-2000, 
Rs 42.34 crore represented untied funds (57 per cent) meant for 
implementation of schemes approved by MCT under People's Plan Campaign. 

' . 

c) Poor financial progress 

MCT mainfained separate accounts for utilisation. of grants received under 
Category A and Category B. The expenditure incurred during 1995-2000 was 
as follows: 
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(R ) upees m crore 
Year Catcl!orv ,\ Catel!orv B Others* Total 

1995-96 Nil Nil 18.12 18.12 
1996-97 Nil 1.37 19.70 21.07 
1997-98 12. 16 2.77 20.43 35.36 
1998-99 11 .74 1.43 19.65 32.82 
1999-2000 15.12 1.49 22.30 38.9 1 
Total 39.02 7.06 100.20 146.28 

* Included expenditure from Category 'C' funds, own funds and beneficiary contnbuuons. 

There was substantial sho1tfall (27 per cent) in uti lisation of tied funds 
(Category B). Scrntiny revealed that implementation of schemes transferred 
from the departments of Scheduled Castes/Scheduled Tribes Development, 
Fisheries, General Education and Revenue was tardy as Rs 2.18 crore out of 
Rs 5.84 crore received from them during J 997-98 to 1999-2000 remained 
unspent as of June 2000. 

Government attributed (November 2000) the shortfall in expenditure to 
belated allotment of funds and non-receipt of details of State/Central schemes 
from the departments at the time of formulation of projects. Government, 
however, did not indicate the remedial measures taken to eliminate/minimise 
such departmental delays. 

d) Unauthorised drawal of cheques in advance of requirement 

During 1997-98, Corporation Council allotted plan funds of Rs 11.10 crore to 
the Secretary, MCT which could be utilised up to 30 June 1998. It was seen 
that MCT drew 93 1 cheques for Rs 9.53 crore in June 1998, of which 677 
cheques for Rs 74.78 lakh were actually issued between July and August J 998. 
It is evident that cheques were drawn in advance of requirement to project 
financial achievement of atlea t 90 per cent which was a pre-requisite for 
obtaining release of first instalment of plan funds of next year. 

e) Irregular diversion of beneficiary contribution 

In addition to plan funds, MCT was to collect contribution from the 
beneficiaries to meet the expenditure of certain beneficiary-oriented project . 
During 1997-99, though MCT collected Rs 37.34 lakh the amount was not 
transferred to the respective implementing officers which indicated that the 
corresponding amount was spent from plan fund and people's contribution 
was used to meet non-plan expenditure. 

7.16.3 Release of grants without ensuring utilisation. 

The third and fourth instalments of category 'A' funds due in October and 
January were to be released to the local bodies only on utilising 30 per cent 
and 60 per cent respectively of grants already relea ed. It was noticed that 
during 1997-98 to 1999-2000, third and fourth instalments were released to 
MCT without ensuring prescribed level of utilisation out of earlier releases. 
As a result, the fourth instalment of Rs 3.84 crore remained totally unutilised 
during 1998-99 whcrea in 1999-2000, Rs 3.32 crore out of Rs 4.13 crore 
relea ed as fourth in talment remained unutilised. 
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Government admitted (November 2000) that such mistakes could not be ruled 
out in the initial years of implementation of People's Plan. 

7.16.4 Slum improvementproject 

The slum improvement scheme included in the annual plan for 1997-98 
. envisaged improvement of 12 slums in the city at a cost of Rs 1.66 crore. Jn 

June 1998, MCT revised the project limiting it to six SC colonies. It was 
observed that five out of six SC colonies included in the revised project were 
not actually slums and that the revised project was implemented without prior 
approval of the District Planning Committee. 

All the six works (estimate: Rs 1.51 crore) were entrusted in June 1998 to the 
respective beneficiary committees for execution and agreements got executed. 
Though mobilisation advances and secured advances were paid (June 1998) 
for Rs 31.23 lakh_ (vide Appendix-XLII) and the convenors commenced the 
work in June 1998, the works had not been completed as of February 2000. 

As the Corporation failed to specify any time limit in the agreements, no 
action for delay in execution could be taken. Estimates of ·these works were 
revised to Rs 2.21 crore in December 1998 incorporating costly items, 
changing specifications of roads and increasing the number of latrines to be 
constructed. 

Against materials worth Rs 2.96 lakh supplied and stacked at site, MCT paid 
secured advance amounting to Rs 26.73 lakh to the convenors based on the 
ce1tificates furnished by Assistant Engineer and countersigned by Assistant 
Executive Engineer that materials costing Rs 36.29 lakh were supplied (details 
in Appendix-XLIII). Advance payable (at 75 per cent of cost of materials 
supplied) worked out. to Rs 2.22 lakh and excess payment of advance was 
Rs 24.51 lakh. . 

(i) . Irregularities noticed in the execution of works at 
Kunnathukulathinkara and Attinkara colonies are detailed below: 

(a) Kwmathukulathinkara slum improvement 

The convenor for the work was a student without any experience of 
. construction works. Reasons for selection of a student for executing a work 

costing Rs 72.78 lakh were not on records. MCT paid (June 1998) him 
secured advance of Rs 4: 16 lakh even though, he had not supplied any 
materiaL Due to change in alignment,· the length of the colony road was 
increased from 170 metres to 1.60 km by the MCT in December 1998 
boosting the estimated cost from Rs 21.50 lakh to Rs 72.78 lakh. 

Government informed (November. 2000) that Director c Municipal 
Administration had been directed to conduct an enquiry. 

b) Attinkal·a slum improvenient 

No muster roll indicating the details of labourers engaged and wages paid, to 
be maintained by the convenor of beneficiary committee, was maintained. 

164 



Same tenderer was 
awarded works a t 
different rates 

Chapter VII - Fi11a11cial A uistance to Local Bodies and Others 

The convenor accounted R~ J .34 lakh as wages paid to labourers whereas the 
actual wages paid as per the work bi ll submitted by him was only Rs 0.69 
lakh. In the absence of muster rolls, the possibility of excess/bogu 
employment of labour could not be ruled out. 

(ii) Construction of latrines 

MCT decided (J une. 1998) to provide individuaJ latrines to l 80 families in 5 
SC colonies (cost: Rs 35. 18 lakh). Instead of preparing a uniform type design 
and estimate, estimates were prepared separately for each colony. This 
resulted in variation in cost per unit ranging from Rs 19100 in 
Mudavanmugal-Vadakke colony to Rs 21400 in Kunnathukulathinkara colony 
mainly due to adoption of different rates for certain items of work viz, 
providing doors etc. 

It was noticed that the cost per double pit latrine under Urban Basic Service 
for the Poor Scheme approved by MCT was only Rs 2,600. As such, there 
was no j ustification for preparing another estimate which pushed up the 
average cost to Rs 19,547 per unit. Excess expenditure due to higher rate 
amounted to Rs 30.68 lakh. 

Government stated (November 2000) that on noticing the excessive cost per 
unit, directions were issued to limit the unit cost adhering to the approved 
ceiling. 

7.16.5 Inordinate delay in completion of a scheme 

The work "Beautification and development of the area in front of 
Sree Padrnanabha Swamy Temple" (cost: Rs 14.50 lakh) was awarded (May 
1998) to the lowest tenderer at 38 per cent above estimate rate to be completed 
by October 1998. Though the contractor commenced work in August 1998, it 
was not completed even as of March 2000. In March 1999, MCT revised the 
estimate to Rs 33.92 lakh and the escalation in cost was due to changes in 
design of pillars and increase in granite flooring. 

Thus, the beautification works stipulated for completion by October 1998 had 
not been completed even by October 2000 though Rs 28.39 lakh had already 
been spent. 

7.16.6 Execution of electrification works 

MCT implemented a project for electrification of houses of 500 BPL families 
and 2000 SC/ST families during 1997-98 and 1998-99 along with supply of 2 
bulbs /compact fluorescent lamps. Works on electrification of 350 BPL 
families during 1997-98 estimated to cost Rs 8 lakh and remaining 2 l 50 
during 1998-99 (estimated cost: Rs 51.70 lakh) were split up into 4 and 12 sub 
works respectively each costing Rs 0.17 Jakh to Rs 6.34 lakh. 

Twelve electrical works were tendered in February 1999 and rufferent rates for 
similar works were. accepted though all the works were awarded to the same 
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tenderer. Compared to the lowest rates accepted, avoidable extra expenditure 
worked out to Rs 8 lakh. · 

As against the maximum admissible subsidy of Rs 750 fixed by. the 
Government, average amount spent by MCT per beneficiary during 1998-99 
for wiring of houses was Rs 2510 resulting in excess subsidy of Rs 1760 in 
each case. Excess subsidy to 2150 beneficiaries worked out to Rs 37.84 lakh 
during 1998-99. . 

During 1997-98, MCT paid Rs 8.67 lakh to Kerala State Electricity Board 
(KSEB) towards Own Your Electric Connection (OYEC) deposit for the 
electric connections. As no OYEC deposits were collected by KSEB from 
beneficiaries of 'Kutir Jyothi', a similar scheme implemented by Rural 
Electrification Corporation, deposit of Rs 8.67 lakh was unjustified. 

Government stated (November 2000) that OYEC deposit was made in view of 
KSEB's unsound financial position in 1997-98. 

7.16. 7 Purchase of stores in violation of rules 

According to Stores Purchase ·Manual, open tenders should be invited 
wherever the estimated value of the contract ~xceeded Rs 20,000 and the 
supply order placed with the lowest tenderer: Tenders were not invited by 
MCT in the purchase of 9 articles costing Rs 3.09 crore. Whereas in the 
purchase of layer pullets costing Rs 24.98 lakh, only limited tender was 
invited, in the purchase of goats (Rs 4.14 lakh) supply order was not placed 
with the lowest tenderer. The details of purchases in violation of Stores 
Purchase Manual are given in Appendix-XLN. For purchase from 
PSUs/Government agencies, the latter were eligible for a price preference of 
10 per cent as against firms manufacturing outside the State and 5 per .cent as 
against firms manufacturing within the State. It was, however, observed that 
orders for purchase of vehicles and equipment, solar lanterns and computers 
were placed with PSUs/Governmerit agencies without calling for tenders. 
Since tenders were not invited at all, the price preference accorded to them in 
excess of nmms · and the consequent loss sustained by Government were not 
ascertainable. 

Government replied (November 2000) that procurement of materials without. 
adopting tender system was resorted to in view of the very little time left 
before the last date of 30 June 1998 prescribed for completion of projects. 
The reply is not acceptable as the matter was foreseeable and with appropriate 
·planning proper procedure could be followed in purchase involving substantial 
funds. 

7.16.8 Garbage disposal 

a) Avoidable payment of hire charges 

MCT placed. (April 1998). orders on Kerala Agro Industries Corporation 
(KAIC) for the supply of 28 tractors mounted with various equipment for 
garbage removal and 300 steel containers at a total cost of Rs 2.11 crore. The 
firm was paid advances of Rs 1.80 crore in May and June 1998. Though the 
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traclors and the mounled equipment were ready for delivery by June 1998, 
MCT took their delivery only in January 1999. 

MCT altributed (March 2000) the delay to dearth of sufficient number of 
expert drivers. A order, for the supply of the vehicles were placed as early as 
in April 1998, action to appoint drivers should have been initiated in April 
1998 itself. The delay re ulted in avoidable payment of hire charges of 
Rs 13.35 lakh for four lorries engaged in removal of garbage during July 
1998 - February 1999. 

b) lnfructuous expenditure on purchase of refuse collector 

MCT purchased (June 1996) a refuse collector at a cost of Rs 12.57 lakh for 
lhe Solid Waste Management Project. It was noticed lhat the vehicle was used 
only on three days in May-June 1998. The vehicle suffered from defects in 
hydraulic system since March 1997 and was not suitable for use on the city 
roads except the main roads. The decision to purcha e the vehicle without 
a certaining its maneuverability on city roads was injudicious and resulted in 
an infructuous expenditure of Rs 12.57 lakh. 

7.17 Government could not purchase photocopiers for panchayats 
in 18 months 

Plan funds of Rs 7.79 trore for 1997-98 diver ted by 691 grama 
panchayats and 88 block panchayats for purchase of photocopiers 
remained blocked as Government had not finalised the purchase 
procedures as of October 2000. 

The Co-ordination Committee for People's Planning decided (Apri l 1998) to 
purcha e one photocopier for each Grama panchayat utilising the plan funds 
for 1997-98. The committee also decided that the Administrative Department 
would arrange centralised purchase at State level to ecure economy through 
bul k purchase. The Director of Panchayat collected Rs 6.9 l crore from 69 1 
grama panchayats during June 1998 to January 2000 (Rs 6.86 crore in 1998-99 
and Rs 5 lakh in 1999-2000) for the propo ed purchase. 

In June 1998, the Block Panchayat Presidents and Secretaries decided to 
purchase photocopiers for the proposed Block Information System. 
Accordingly, 88 block panchayats remitted Rs 88 lakh to the Commissioner 
for Rural Development during June 1998 to March 1999. Government 
constituted a Departmental Purchase Committee in March 1999 to finalise the 
procedures for the purcha e. The Director of Panchayat invited tenders in July 
1999 and ten offers were received. The tender were forwarded to 
Government in October 1999. 
purchased even a of October 2000. 

However, the machines had not been 

Thus, purchase and supply of the photocopiers to block panchayat/grama 
panchayat did not materialise as of October 2000 even though the panchayats 
had remitted Rs l lakh each from their plan allocation for 1997-98. The 
Panchayat funds o f Rs 7.79 crore meant for the People ' Plan for 1997-98 
remained locked up during 1998-99 and 1999-2000. While funds remain o 
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blocked, the grama panchayats/block panchayats incurred substantial 
expenditure on photocopying. It was seen that Kazhakuttom panchayat spent 
Rs 1.08 lakh for taking photostat copies during 1997-98 to 1999-2000. 

Government stated (June 2000) that the procedures for the purchase . were 
under finalisation and the machines would be supplied soon. 

Although construction of 750 houses was entrusted with Niirmithi Kend:ra 
fo:r expeditious completion and Rs 3.37 crore paid in June 1998, only 183 
houses had been completed (Jllme 2000). 

District Panchayat, Wayanad approved construction of 750 houses for 
homeless scheduled tribe beneficiaries in 24 grama panchayats under People's 
Plan Campaign 1997-98 at a cost of Rs 2.62 crore (at the rate of Rs 35000 per 
house approved by Government in September 1997). The houses were to be 
constructed as per Jawahar Rozgar Yojana norms and the assistance to be 
disbursed to beneficiaries in instalments based on stage certificates issued by 
the concerned authorities. However, in June 1998 the District Panchayat 

· decided to get the houses constructed by Nirmithi Kendra, W ayanad by 31 · 
December 1998 and released Rs 3.37 crore (at the rate of Rs 45000 per house 
as per the estimate furnished by the kendra) to the kendra. The shortfall in 
funds was met by diversion of Rs 75 lakh earmarked under Tribal Sub Plan for 
drinking water and electrification schemes. The excess* payment of Rs 22.50 
lakh was refunded by the kendra in January 2000 after it was pointed out in 
audit. Though the houses were required to be completed and handed over to 
the beneficiaries by December 1998, only 183 houses out of 750 were 
completed (June 2000) and· unspent assistance retained by the kendra 
amounted to Rs 2.50 crore (October 2000). 

Construction of houses was entrusted with the kendra instead of through the 
beneficiaries themselves to avoid delays inherent in fulfilling of various 
formalities by the beneficiaries and to expedite completion of projects 
taken up. However, it was observed that the kendra in turn entrusted the work 
to the respective grama panchayafand that less than 25 per cent of the targeted 
number of houses could be completed during the two years. 

Thus, implementation of the housing scheme taken up under the People's Plan 
Campaign 1997-98 was delayed inordinately though adequate funds were · 
available since June 1998. 

The matter was referred to Government in June 2000; reply has not been 
received (November2000). 

• Excluding 20 per cent additional assistance of Rs 7000 per unit sanctioned by Government 
in February 1998 for tribal houses in inaccessible areas. 
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Two projects approved in 1993 had not been completed for nearly 7 years 
though funds were availableo;. 

Government of India released Rs· 1.05 crore to State Government in March 
1993 (Rs 25 lakh) and March 1998 (Rs 80 lakh) ·for implementation of two 
projects in Alappuzha town under the Centrally Sponsored Scheme of 
Integrated Development of Sm:alfiind Medium Towns (IDSMT). The details 
are given in the table below: . 

Cbnstrudion of 35.00 25.00 16.67 41.67 13.17 
Municipal bus stand 

Improvement of 52.50 80.00 53.33 133:33 0.11 
Shedamony drain 
Total· 87.50 105.00 70.00 175.00 13.28 

State Government released the assistance to Alappuzha Municipality in March 
1994 (Rs 41.67 lakh) and March 1998 (Rs 133.33 lakh). It was noticed that 
only Rs 13 .28 lakh (8 per cent) of the assistance was utilised by the 
municipality on these projects as of November 2000. In the case of the first 
project, only yard development and electrification of temporary canteen, 
waiting shed, etc., have been completed. For the second project, no work had 
commenced (October 2000). The delay in completion of the projects was 
attributed by the municipality to delay in approval of the structural design of 
the· building for the municipal bus stand by Chief Engineer (CE), Buildings 
and Local works for the first project and non-finalisation of tenders for the 
second project. Audit scrutiny, however, revealed that the detailed designs. 
forwarded by the Municipal Commissioner to CE in February 1994 were not. 
accompanied by detailed structural drawing of the beams and columns; soil 
investigation report and design of foundations. Though CE called for the 
details in February and May 1994, municipality had not furnished these 
details even as of June 2000. Regarding the second project, works in reaches 
ill to V were tendered in April 2000 and rio work had commenced as of June 
2000. 

The Secretary, Alappuzha Municipality credited the funds to personal deposit 
account in disregard of GOI guidelines· in this regard. The municipality 
opened a separate account at District Treasury, Alappuzha only in February 
2000 and transferred the available balance amount of Rs 46 lakh to it. 

Thus, the two projects approved by Government of India in March 1993 for 
implementation under IDSMT had not been completed as of November 2000 
though assistance twice the estimated cost (Rs 87 .50 lakh) of the projects was . 
received in March 1993/March 1998. 
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·, 

The _matter was referred to Government in June 2000; reply has not been 
received (November 2000) ... 

- _-. , . - -_ ~: _K'.~~~-···. - . - . - . ~- - - - . 
Test check of recorci~,of the Zilla Panchayat (ZP), Kozhikode revealed non-
implementation of:.~~q-_~chemes under .Power Se~tor approved under the 
People's Plan Campaign dudng,1997-98 and 1998-99 which led to blocking of 
Plan funds amounting to Rs 3.36 crore with Kerala State Electricity Board · 
(KSEB). 

i) Non-implementation of mini hydel project 

In March 1999, Government allotted the construction of a Mini HydelProject . , 
in Arippara to harness the W<lterfalls in hilly areas in _the district to Kozhikode 
ZP for an outlay of Rs 5.30 crore. 

Based on. the preliminary report prepared by KSEB; ZP fixed the outlay at 
Rs 8 crore and ptovidecl Rs 41.28 lakh for the project. ·The balance provision 
of Rs 7.59 crore was proposed to be raised from financial institutions. KSEB 
was to implement the project as a deposit work to be.completed in 241J1onths. 
Even befor~ a detailed project report (DPR) was prepared by KSEB and -
feasibility of _the project assessed, ZP deposited Rs 2 crore with KSEB _ !n 
March 1999 diverting Rs 1.60 crore from 52 other projects approved under the 
People's Plan 1998~99. The DPRfor Rs _10.05 crore was approved by KSEB 
in July 2000. 

The Secretary ·stated (November 2000) -that the amount was remitted to KSEB 
to avoid lapse of funds. Government stated (November 2000) that w~th the 
earnest desire. to complete the project within 24 months, ZP deposit~d Rs 2 · 
crore with KSEB by diversion of fonds from other projects. As preliminary 
investigations and feasibility report were completed by KSEB ·in .1994, and a 

- DPR not even prepared till July 2000 and the wotf not started as of November 
. 2000by KSEB, there was no scope of completion of the project within 2 years -
and therefore, there was i;iojustification for the diversiOn of plan funds from 
other approved projects ancl making such an advance deposit prematurely. 
This action affected the implementation of52 approved projects under various · 
sectors viz., manufacturing{l2), service (30) arid infrastructure (10) sectors. 
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(ii) Non~implementation of electrification schemes in SC/ST colonies. 

ZP decided (June 1998} to implement the rural electrification scheme to 

provide power supply ~n 56 ~C(ST ·colonies at a cost of Rs 1.60 crore. 
Though the project was not included in the annual plan of ZP for 1997-98, ZP 
remitted the entire cost (Rs 1.60 crore) to KSEB in June 1998 by diverting 
funds from various other approved projects. KSEB did not complete the 
electrification schemes as of March 2000. According to the progress report 
for January 2000 work in respect of 12 colonies (out of 57*) only have been 

completed. 

Government stated (November 2000) that execution of the work was delayed 
due to non-availability of materials and that 46 works had been completed as 
of July 2000. For more than two years, the intended benefit did not reach the 

· .. targeted SC population. 

Formation of a State JIJ111stitllllte of Public Finance did not mateirialise for 
the Rast four years though assistance of Rs 1 cro:re was availlalble since 
1995~96. 

Centre for Taxation Studies (CTS) was established in March 1991. 
Government released Rs one crore between August 1995 and March 1996 as 
grant-in-aid for up gradation of CTS into a full fledged State Institute of Public 
Finance (SIPF) to undertake studies and research in the areas of the State's 
fiscal problems. In July 1997, a ~uh-committee was constituted to chalk out 
specific proposals to facilitate the transformation of the Centre into a State 
level institute and to frame rules therefor. Government stated (June 2000) that 
detailed proposals along with draft bye-laws for the new institute, were yet to 
be ·finalised. However, during March 1995 to October 2000, CTS spent 
Rs 52.31 · lakh on items .like building, telephones, office equipment, teaching 
aids, library books, etc., and balance assistance of Rs 47.69 lakh remained 
unutilised with CTS. Thus, the State-level institute did not materialise for the 
last four years. 

•As two colonies were already covered under SCP, three other colonies were included by the 
Zilla Panchayat. · 
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Government stated (September 2000) that the unutilised balance of 

Rs'47.69 lakh was reserved for construction of training hostel and that the 

proposal to rename the CTS as SIPF was not pursued as the intentions behind 

the proposed conversion were fulfilled in its true spirit by the centre. The 

reply indicated lack of seriousness and casual manner with which the specific 

proposal in the budget was implemented. It was not the question of just. a 

change in name of the centre but utilisation of the grant of Rs 1 crore 
sanctioned for its upgradation into a State-level·institute. . . . 

Thiruvananthapuram, 
The 

~· 
(R.K. VERMA) 

Accountant General (Audit), Kerala 

Countersigned 

New Delhi, 
The· 

(V.K. SHUNGLU) 
Comptroller and Auditor General of India 
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Appendix I 
Part A. Government Accounts 

(Reference: Paragraph 1.1; Page 1) 

I. Structure: The accounts of the State Government are kept in three parts 
(i) Consolidated Fund, (ii) Contingency Fund and (iii) Public Account. 

Part I. ConsoHdated Fund 
All Receipts of the State Government from revenues, loans and recoveries of loans go 
into the Consolidated Fund of the State, constituted under Article 266(1) of the. 
Constitution of India. All expenditure of the Government is incurred from this Fund 
from which no amount can be withdrawn without authorisation from the State 
Legislature. This part consists of two main divisions, namely, Revenue Account 
(Revenue Receipts and Revenue Expenditure) and Capital Account (Capital Receipts, 
Capital Expenditure, Public Debt and Loans, etc.). 

Part n. Contingency Fund 
The Contingency Fund created under Article 267(2) of the Constitution of India is in 
the nature of an imprest placed at the disposal of the Governor of the State to meet 
urgent unforeseen expenditure pending ·authorisation from the State Legislature. 
Approval of the State L~gislatur{{ is subsequently obtained for such expenditure and 
for transfer of equivalent amount from the Consolidated Fund to Contingency Fund. 
The corpus of this Fund authorized by the Legislature during the year was 
Rs 25 crore. 

Part III. Public Account 
Receipts and disbursements in respect of small savings, provident funds, deposits, 
reserve fuiids, suspense, remittances,·etc., which do not form part of the Consolidated 
Fund, are accounted for in Public Account and are not subject to vote by the State 
Legislature. 

n. Form of Annual Accounts 
The accounts of the State Government are prepared in two volumes viz., the Finance 
Accounts and the Appropriation Accounts. The·. Finance Accounts present the details 
of all transactions pertaining to both receipts· .. and .expenditure·. under appropriate 
classification in the Government accounts. The Appropriation Accounts, present the 
details of expenditure by the State Government vis-a-vis the amounts authorised by 
the State Legislature in the budget grants. Any expenditure in excess of the grants 
requires regularisation by the Legislature. 
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Part B. List of Indkes/Jratios and basns for their call.culation 
(Reference: Paragraph 1.11.2; Page 21) 

Sustainability 
Balance from the CmTent 
Revenue 

Primary Deficit 
Interest Ratio 

Capital Outlay Vs Capital 
Receipts 

BCR 

Capital Outlay 

Capital Receipts 

Revenue Receipts minus all Plan grants 
(under Major Head 16.01-02,03,04 and 05) 
and Non-Plan revenue expenditure. 

Fiscal Deficit minus interest payments 
Interest payment - Interest receipts 
Total Revenue Receipts - Interest receipts 

Capital expenditure as per Statement 
No.12 of the Finance Accounts 

Internal Loans (excluding ways and 
means advances) + Loans and advances 
from Government of India+ Net receiptS 
from small savings, PF etc+ Repayments 
received on loans advanced by the State 
Government - Loans advanced by the 
State Government. 

Total Tax Receipts Vs GSDP Total Ta.X Receipts State Tax receipts plus State's share of 
Union Taxes 

GSDP Exhibit N 

State Tax Receipts Vs GSDP State Tax Receipts ·Statement N o.11 of Finance Accounts 

Flexibility 

Balance from Current Revenue BCR 

Capital repayments Vs Capital · Capital 
borrowings Repayments 

State Tax Receipts Vs GSDP 
Debt Vs GSDP 

Capital 
B01Towings 

Debt 
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As above 

Disbursements under Major heads 6003 
and 6004 minus repayments on account of 
ways and means advances/overdraft under 
both the major heads. 

Addition under Major Heads 6003 and 
6004 minus addition on account of ways 
and means advances/overdraft under both 
the major heads. 

As above 
Borrowings and other obligations at the 
end of the year (Statement No.4 of 
Finance Accounts). 
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Vulnerabmty 
Revenue Deficit 
Fiscal Deficit 
Primary Deficit Vs Fiscal 
Deficit 

Outstanding guarantees 
including letters of comfort Vs 
Revenue receipts of the 
Government 
Assets Vs Liabilities 

Primary DefiCit 

Outstanding 
guarantees 
Revenue Receipts 

Assets and 
Liabilities 
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Patagraph No. 1.9.6 of the Audit Report 
------do----'--
As above 
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Appendix II . 
List o:!f Statutory corporations and Government companies having accumulated 

Hoss and investment in them by Government 

1. 

2. 

3. 

4. 

5. 

6. 
7. 

8. 
9. 

10. 
11. 

12. 
13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 
22. 

p 

(Reference: Paragraph 1.9.1 ; Page: 15 ) 

Kerala State Road Transport 
Corporation 

Kerala Industrial Infrastructure 
Development Cor oration 
The Kerala Fisheries Corporation 
Limited 
Kerala Tourism Development 
Corporation Limited 
Kerala Construction Components 
Limited 
Traco Cable Com any Limited 
The Kerala Premo Pipe Factory 
Limited 
The Kerala Ceramics Limited 
The Kerala Agro-Industries 
Corporation Limited 
Trivandrum Spinning Mills Limited 
Kerala Electrical and Allied 
Engineering Company Limited 
Kerala Soa s and Oils Limited 
Travancore Plywood Industries 
Limited 
Trivandrurn Rubber Works Limited 

Kerala State Handloom Development 
Corporatioi1 Limited 
Hanoicrafts Devefopment 
Corporation of Kerala Limited 
The Kerala State Cashew 
Development Corporation Limited 
Chalakudy Refractories Limited 

. Kerala State Coir Corporation 
Limited 
Kerala State Drugs and 
Pharmaceuticals Limited 
Sitaram Textiles Limited 
Kerala State Textiles Corporation 
Limited 

Under liquidation 
Provisional figure 

/ 
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91.99 373.76 

88.24 2.39 

4.85* 11.05 

34.51 8.43 

0.28 0.94 

12.82 14.55 

1.31 * l.llp 

5.24 20.86 
3.05 6.03 

4.64 13.22 
18.18 23.16 

2.59 33.01 

0.49 18.28 

2.75 17.71 

10.57 7.85 p 

1.94 1.74 

40.67 207.27p 

3.47 3.36 
8.55 4.36p 

1.80 26.58 

4.20 21.9lp 

17.88 16.16 

1997-98 

1998-99 

1984-85 

1993-94 

1995-96 

1997-98 
1992-93 

· 1996-97 

1996-97 

1998-99 
1998-99 

1993-94 
1998-99 

1993-94 

1999-2000 

1992-93 

1998-99 

1989-90 

1998-99 

1993-94 

1999-2000 
1998-99 

~ 



SI. 
No. 

23. 

24. 

25. 

26. 

27. 
28. 
29. 
301 

3 1. 

32. 

33. 

34. 

35. 

36. 

37. 

38. 

39. 

40. 

4 1. 

42. 

43. 

44. 

p 

Name of concern 

The Kerala Land Development 
Corporation Limited 
Kerala State Electronics Development 
Corporation Limited 
The Travancore Sugars and 
Chemicals Limited 
The Kerala State Civil Supplies 
Corporation Limited 
Scooters Kerala Limited 
Kerala Automobiles Limited 
Steel Industrials Kerala Limited 
Kerala State Construction 
Corporation Limited 
Kerala State Film Development 
Corporation Limited 
Kerala Livestock Development Board 
Limited 
The Pharmaceutical Corporation 
(Indian Medicines) Kerala, Limited 
Kerala State Coconut Development 
Corporation Limited 
KeraJa Small Industries Development 
Corporation Limited 
Overseas Development and 
Employment Promotion Consultants 
Limited 
Kerala Fishermen's Welfare 
Corporation Li mited 
Kerala State Engineering Works 
Limited 
Metropolitan Engineering Company 
Limited 
The Kerala State Handicapped 
Persons' Welfare Corporation 
Limited 
Kerala Artisans' Development 
Corporation Limited 
Kerala State Development 
Corporation for Christian Converts 
from Scheduled Castes and the 
Recommended Communities Limited 
Transformers and Electricals Kerala 
Limited 
The Metal Industries Limited 

Provisional figure 
Under liquidation 

Appendices 

Government 
investment as Accumulated Period up to 
of 31 March loss which accounts 

2000 were finalised 
(Rupees in crore) 
6.71 31.64 1997-98 

85.49 92.14 1995-96 

0.32 3.95 1999-2000 

8.56 189.69 1996-97 

2.20 6.92 1998-99 
3.47 13.30 1998-99 

27.92 18.51 1998-99 
0.88 7.46 1997-98 

14.37 13.98 1997-98 

3.54 1.83 p 1999-2000 

2.92 0.69 1998-99 

2.85 9.72 1991-92 

16.91 16.70 1996-97 

0.64 0.11 1998-99 

0.42. 1.00 1982-83 

0.46° 1.51 1991-92 

2.52 4.36 1995-96 

1.87 0.55 1988-89 

1.93 1.55 1997-98 

5.58 0.30 1989-90 

l l.20 27. 16 1997-98 

0.47 0.99 1998-99 
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45. Meat Products of India Limited 0;98 3.56 1996-97 
46. Kerala State Palmyrah Products 0.87 0.16 1996-97 

Development and Workers' Welfare 
Co oration Limited 

47. Kerala S ecial Refractories Limited 2.91* 2.04 1994-95 
48. Kerala State Poultry Development 1.00 1.10 1997-98 

Co oration Limited 
49. Kerala State Women's Development 3.68 0.22 1993-94 

Co oration Limited 
50. Kerala State Horticultural Products 3.83 .1.02 1995-96 

Develo ment Co oration Limited 
51. Kunnathara Textiles Limited 1.71# ~.49 1988-89 
52. Kerala Hitech Industries Limited 13.00 40.60 1998-99 
53. Kerala School Teachers and Non- 0.50 0.57 1996-97 

teaching Staff Welfare Corporation 
Limited 

54. Steel Com lex Limited 3.00 29.84 1997-98 
55. Kerala State Wood Industries Limited 0.25 5.65 1988-89 
56. Kerala State Maritime Development 7.39 1.85 1998-99 

Co oration 
57. Kerala State Minerals Development 1.26 0.23 1998-99 

Co oration Limited 
58. Kerala State Backward Classes 33.19 0.04 1996-97 

oration 
59 1.00 89..29 1998-99 

635.82 1458.45 

• Under liquidation · 
# The company is defunct 
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Sl. No. 

1. (a) 
(b) 
(c) 
(d) 

2. (a) 
(b) 
(c) 
(d) 
(e) 

3. 
4. 

(a) 

(b) 

(c) 
(d) 
(e) 

(t) 
5. 
6. 
7. 

8. 
9. 
10. 
11. 
12. 
13. 
14. 

(a) 

(b) 

(c) 
15. 

Appendix ID 
Working sheet showing the computation of financial indicators 

for the year ended 31 March 2000 

Appendices 

(Reference: Paragraph 1.11.2; Page 21) t 

Amount Ratios 
Particulars (Rupees in Indices 

crorc) . 
Revenue Receipts 7941.75 
All Plan grants under M.H 1601-02,03,04 & 05 501.02 
Non-plan Revenue Expenditure 9509.60 
BCR [a- (b+c)] (-) 2068.87 
Interest Receipts (M.H 0049) 37.31 
Interest payment (M.H 2049) 1952.27 
Net Interest payment (b-a) 1914.96 
Revenue Receipts - Interest Receipts (la-2a) 7904.44 
Interest Ratio (2c -:- 2d) 0.24 
Capital Outlay 648.18 
Capital Receipts 
Addition under M.H '6003 Internal Debt minus 940.54 
Ways & Means Advances' 
Addition under M.H '6004 Loans from Central 1072.96 
Government minus Ways and Means Advance' 
Net receipts under Small Savings, PF etc. 2909.88 
Misc. Capital Receipts (M.H 4000) 2.05 
Net receipts(+)/ disbursement (-) under loans and 264.22 
advances by State Government 
Total Capital Receipts (a+b+c+d-e) 4661.2 1 
Capital Outlay/Capital Receipts (374) 0.14 
Gross State Domestic product (GSDP) 64792.00 
Total Tax Receipts (State tax+ State's hare of 6728.72 
Union taxes) 
Total Tax Receipts/GSDP (7 -:- 6) 0.10 
State Tax Receipts (A: Tax Revenue. - M.H 0021) 5193.50 
State Tax Receipts/GSDP (9-:- 6) 0.08 
Total Investment 1774.80 
Return on Investment 9.95 
Ratio of return on investment ( 12: 11 ) 0.006 
Capital Repayment 
Disbursement under M.H '6003 Internal debt minus 122.64 
Ways & Means Advances' 
Disbursement under M.H '6004 Loans and 246.94 
Advances from Central Govt. minus Ways & Means 
Advances' 
Total (a+b) 369.58 
Capital borrowing i.e. (4a+4b) 2013.50 
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16. Capital repayment/Capital borrowing (14 c-;-15) 0.18 

. i 17. Debt 
(a) Borrowings (Receipt during the year) 20176.06 
(b) Other Obligations (Receipt during the year) 1495.22 
(c) Total (a+b) 21671.28 

18. Debt-;- GSDP (17 (c)-;- 6) 0.33 
19. Revenue Deficit {20 -'la} 3624.21 
20. Revenue-Experrdi:ture 11565:% 
21. Fiscal Deficit (Rev. Exp. +Cap. Exp. +Net Loans 4534.56 

and Adv.) minus (Rev. Receipts + Misc. Capital 
Receipts) {20+3+4(e) }-(la+4d) 

22. Primary. Deficit (Fiscal Deficit - Interest Payment) 2582.29 
(21- 2b) 

23. PD/FD (22-;- 21) 0.57 
24. RD/FD (19 -;-21) 0.80 
25. Outstanding Guarantees + Interest 7952.24 

i6 .. Outstanding Guarantees /Revenue Receipts (25-;-1 a) 1.00 
27. Assets 11365.45 
28. Liabilities 21829.48 
29. Assets/Liabilities (277 28) 0.52 

., 

1. 
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Appel!lldix IV. 
Cases of unnecessary supplementary gmntsfappiroprfations 

(R.efe:rence: parag:raph 2.3.3; Page 29) 

Revemme (Voted) 
1 IL Heads of States, Ministers and . 79.46 9.81 78.65 

Head uarters staff 
2 ill Administration of Justice 80.97 2.63 77.62 
3 VII Stam s and Registration 37.32 0.47 34.44 
4 VIII Excise 42.11 1.07 33.91 
5 IX Taxes on Vehicles 14.37 0.17 13.24 
6 XVII Education, S orts, Art and Culture 2862.61 7.79 . 2628.61 
7 XVIII Medical and Public Health 653.79 2.29 583.67 
8 XX Water supply and sanitation 182.65 5.30 182.44 
9 XXIHousing 47.80 0.88 46.19 
10 XXII Urban Development 170.05 3.87 146.74 
11 XXIV Labour and Labour Welfare 123.97 4.19 88.29 
12 XXV Social Welfare including Welfare of 397.67 2.71 362.78 

SCs/STs and OBCs 
13 XXVII Cocoperation 52.80 1.65 42.83 
14 XXIX Agriculture 380.39 24.84 359.28 
15 XXXFood 176.37 10.00 166.61 
16 XXXI Animal Husbandry 94.31 1.48 89.88 
17 XXXIV Forest 161.38 0.40 127.64 
18 XXXVIII Irrigation 97.98 14.72 94.85 
19 XLI Trans ort 14.97 0.40 13.39 

Revenue ( Clbtar ed) 
20 III Administration of Justice 12.19 1.70 11.92 
21 XVII Education, Sports, Art and Culture 0.14 0.13 o.n 

Ca ital (Voted) 
22 XII Police 3.39 0.10 3.36 
23 XVII Education, Sports, Art and Culture 23.60 1.53 16.28 
24 XXV Social Welfare including Welfare of 24.96 1.66 19.51 

SCs/STs and OBCs 
25 XXVII Co-operation 59.79 5.21 52.84 
26 · XXIX Agriculture · 27.23 10.74 24.64 
27 XX,XFood 18.32 l.04 17.45 
28 XXXIII Fisheries 41.53 2.60 20.10 
29 XXXVII Industries 195.22 5.33 167.94 
30 XXXVIII Irrigation 192;89 2.93 153.06 
31 XLI Transport 21.00 1.90 19.85 

To tan 6291.23 129.54 5678.14 
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10.62 

5.98 
3.35 
9.27 
1.30 

241.79 
72.41 

5.51 
2.49 

27.18 
39.87 
37.60 

11.62 
45.95 
19.76 
5.91 

34.14 
17.85 

1.98 

1.97 
0.14 

0.13 
8.85 
7.11 

12.16 
13.33 

1.91 
24.03 
32.61 
42.76 

3.05 
742.63 
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Appendix V 
, Cases of excessive supplementary grants/appropriations 

(Reference: paragraph 2.3.4; Page 29) 
(Rupees in crore) 

Revenuie (voted) 

X Treasury and Accounts 45.94 6.38 48.58. 3.74 

XI District Administration 92.53 16.36 107.43 1.46 
And Miscellaneous 

XN Stationery and Printing and 82.54 2.35 82.87 2.02 
Other Administrative Services 
XV Public Works 336.55 69.48 347.17 58.86 

XXIIIInformation and Publicity 9.71 0.87 10.02 0.56 

XXXIII Fisheries 57.77 9.50' 61.62 . 5.65 

XLII Tourism 31.63 1.74 31.70 1.67 

Capital (Voted) 

XIV Stationery and Printing and 0.22 1.37 0.92 0.67 
Other Administrative Services 
XVPublic Works 125.89 147.34 241.66 31.57 

XVIII Medical and Public 27.84 20.32 40.55 7.61 
Health 
XXIHousing 9.61 1.31 10.04 0.88 

XXII Urban Development 14.62 9.25 21.87 2.00 

XL V Miscellaneous Loans and 60.10 19.98 77.59 2.49 
Advances 
Capital (Charged) 

Public Debt Repayment 747.05 3710.95 4365.32 92.68 

To tall 1642.00 4017.20 5447.34 211.86 
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Appendices 

Appendix VI 
Excess over grants/charged appropriations requiring regularisation 

(Reference: Paragraph 2.3.5; Page 29) 

Total grant or 
. 

Actual expenditure Amount or excess 
Number and name of grant aooropriatfon . 

(in ruoees) 
Revenue Section (Voted) 
I. State Legislature 13,25,69,000 13,48, 18,406 22,49,406 

IV. Elections 30,0 1,63,000 31,07,42,756 1,05,79,756 

XIII. Jails 17,13,28,000 17,48,04,366 34,76,366 

XVI. Pensions and 1634,46,19,000 18,97,24,46,234 262,78,27,234 
Miscellaneous 
XIX. Family Welfare 82,90,00,000 104,84,93,793 21,94,93,793 

Revenue Section 
(Charged) 
II.Heads of States, Ministers 19,43,21,000 21 ,00,21,763 1,57,00,763 
and Headquarters Staff 
Debt Charges 1743,17,72,000 1952,83,37' 198 209,65,65, 198 

Capital Section (Voted) 
XXXIX. Power 11,05,00,000 44,45,00,000 33,40,00,000 

Total 3551,42,72,000 4082,41,64,516 530,98,92,516 
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Appendix VU 
Cases of insufficient supplementa:ry grants 

(Reference: Paragraph 2.3.6; Page 29) 

R.even.ue (Voted) 

I State Legislature 12.50 0.76 13.48 

IV Elections 12.23 17.78 31.07 

XVI. Pensions and Miscellaneous 1631.52 2.94 1897.24 

Revenue (Charged) 

II. Heads of State, Ministers and 19.23 0.20 21.00 
Headquarters Staff 
Debt Charges 1642.49 100.69 1952.83 

Total 3317.97 122.37 3915.62 
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262.78 

1.57 
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SI. 
No. 

Appendices 

Appendix VIII 
Significant cases of savings in grants/appropriations 

(Reference: Paragraph 2.3.7; Page 29) 

Total 
Amount of saving 

Description of the Grant/appropriation Grant/ Appropriation 
(Rupees) 

and percentage of 
(Rupees) 

savin~ 

Revenue (Voted) 
l. Il Heads of States, Ministers and 89,27,14,000 10,61,67,420 

Headquarters Staff (12) 

2. VI Land Revenue 143,98,44,000 44,49,40,379 
(31) 

3. Vill Excise 43, l 7 ,52,000 9,26,85,076 
(2 1) 

4. XIl Police 442,09,65,000 52,79,23, 149 
(12) 

5. XV Public Works 406,03,48,000 58,86,40,917 
(15) 

6. XVIII MedicaJ and Public Health 656,08, 72,000 72,4 I, 14,753 
(11) 

7. XXII Urban Development 173,92,60,000 27,18,43,770 
(16) 

8. XXIV Labour and Labour Welfare 128,16,76,000 39,87,07,330 
(31) 

9. XXVIl Co-operation 54,44,97 ,000 I J,62,17,303 
(21) 

10. XXVIII Miscellaneous Economic Services 41,34,74,000 8,79,69,3 13 
(21) 

11. XXIX Agriculture 405,23,87,000 45,95,31 ,682 
( ll ) 

12 X:XX Food 186,36,86,000 19,75,97,204 
(11) 

13. XXXII Dairy 20,43, I 5,000 2,29,66,81] 
(11) 

14. X:XXIV Forest 161,78, l 0,000 34, 14, 16,827 
(21) 

15. XXXV Panchayat 918,83,83,000 149, 19,19,908 
(16) 

16. XXXVI Community Development 141 ,64,37,000 46,30,46,913 
(33) 

17. XXXVIIJ Irrigation 112,70,68,000 17 ,85,38,243 
(16) 

18. XL Ports 8,40,75,000 1,52,49.o 18 
( 18) 

19. XLr Transport 15,37,47,000 1,97,98,719 
(13) 

Revenue (Charged) 
20. ill Administration of Justice 13,89,26,000 1,96,88,631 

(14) 
21. XVI Pensions and Miscellaneous 11 ,30,70,000 8,85,5 1,012 

(78) 

Capital (Voted) 
22. XV Public Works 273,23, l 8,000 31,57,5 1,335 

(12) 
23. XVII Education, Sports, Art & Culture 25,12,74,000 8,84,58,62 1 

(35) 
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24. XVIII Medical and Public Health 48,16,15,000 7,60,84,273 
(16) 

25. XX Water Supply and.Sanitation 71,53,37,000 40,00,00,000 
(56) 

26. XXV Social Welfare including Welfare of 26,61,73,000 711,04,051 
SCs/STs and OBCs (27) 

27. XXVII Co-operation 65,00,12,000 12,15,87,908 
(19) 

28. XXIX Agriculture . 37,97,37,000 13,32,85,676 
(35) 

29. XXXIII Fisheries 44,13,00,000 24,02,75,109 
(54) 

30. XXXIV Forest 7' 17 ,36,000 1,46,70, 172 
(20) 

31. XXXV Panchayat l ,00,00,000 l ,00,00,000 
(100) 

32. XXXVIII Irrigation 195,82,14,000 42,75,91,495 
(22) 

33. XL Ports 5,27,50,000 1,28,74,815 
(24) 

34. XLI Transport 22,89,89,000 3,04,93,194 
(13) 

,I 
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Appendix IX 
Persistent savings 

Appendices 

(Reference: Paragraph 2.3.8 (a); Page 29) 

(Ruoees ill crorel 

SI. - Amount of savinl!S ( Percental!e) No. and Name of 

No grant/appropriation 1997-98 1998-99 1999-2000 

Revenue (Voted) 

I. II Heads of SI.ales, 8.48 5.99 10.62 
Ministers and (15) (10) (12) 
Headquarters staff 

2. VI Land Revenue 23.69 30.30 44.49 
(22) (27) (3 1) 

3. VIII Excise 5.26 3.6 1 9.27 
( 19) (12) (21) 

4. XVIII Medical and Public 70.93 67.41 72.4 1 
Health (14) (13) 

5. XXIV Labour and Labour 14.24 46.9 1 39.87 
Welfare (12) (44) (3 1) 

6. XXVII Co-operation 6.72 6.45 11 .62 
( 18) (16) (21) 

7. XXVIIl Miscellaneous 7.08 4.40 8.80 
Economic Services (2 l) (13) (2 1) 

8. XXXIV Foresl 22.89 18.40 34.14 
(22) (15) (2 1) 

9. XXXVI Community 160.00 21.33 46.30 
Development (6 l) ( 15) (33) 

10. xxxvm Irrigation 11.98 12.2 1 17.85 
(15) (13) (19) 

I l. XL Ports 0.53 0.81 1.52 
(10) (14) (18) 

Revenue (cbarged) 
12 XV1 Pensions and 3.61 7.10 8.86 

Miscellaneous (33) (64) (78) 
13 XVIT Education, Sports, Art 0. 11 0.13 0.14 

and Culture (92) (93) (52) 
14 XXXVIIl Irrigation 0. 12 0.16 0.13 

(95) (99) ( 100) 
Capital (Voted) 

15. XXVII Co-operation 14.41 7.50 12. 16 
(22) ( l 7) (19) 

16. XXIX Agricul ture 10.87 25.6 1 13.33 
(24) (3 1) (35) 

17. XXXIII Fisheries 10.00 14.39 24.03 
(20) (41) (54) 

18 XL Ports 0.66 4. 11 l.29 
(14) (4 1) (24) 

Capital (Charged) 

19. XV Public Works 0.42 0.28 0.23 
(65) (52) (43) 

20. XXXVIII Irrigation 0.24 0.52 0.96 
( 13) (27) (54) 
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Appendix:X 
Excessive/unnecessary re-app.roprfation of funds 

(Reference: Paragrnph 2.3.9; Page 30) 

V Agricultural Income Tax and Sales Tax 

1 2040-101-97 43.45 2.85 46.30 

XI District Administration and Miscellaneous 

2 2053-093-99 21.19 - 0.12 21.07 

3 2053-094-99 26.92 - 0.13 26.79 

XU Police 

4 2055-101-99 31.21 - 5.79 25.42 

5 2055-109-99 300.68 - 37.12 263.56 

6 2055-114-98 2.89 0.83 2.06 

XIV Stationery ancll Printing and Other Administrative Services 

7 2058-103-99 24.42 - 0.11 24.31 

8 2070-800-98 1.17 - 0.19 0.98 

XV Public Works 

9 2059-60-053-97 1.70 0.43 2.13 

10 3054-80-800-94 5.95 0.15 6.10 

11 5054-03-101~99 5.75 1.10 6.85 

12 5054-03-337-98 14.22 1.03 15.25 

13 5054-04-800-98 18.24 0.40 18.64 

14 5054-04-800-97 7.14 0.50 7.64 

XVI Pensions and Miscellaneous 

15 2071-01-101-99 830.70 19.30 850.00 . 

16 2071-01-104-99 197.92 - 77.92 120.00 

17 2071-01-104-88 (Charged) 0.10 0.30 0.40 

18 2071-01-105-99 196.44 13.56 210.00 

19 2071-01"109~99 205.92 22.34 228.26 

20 2071-01-111-99 1.50 0.15 1.65 

21 2071-01-800-99 8.00 5.80 13.80 

22 2071-01-800-97 1.00 - 0.12 0.88 

23 2075-103-98 43.00 -4.73 38.27 

24 2075-800-93. (Charged) 0.22 0.29 0.51 

25 2075-800-90 0.20 0.60 . 0.80 

XVII Education, ~ports, Art ancll Culture 

26 2202-01-103-46 1.84 - 1.00 0.84 

27 2202-02-001-95 1.50 0.10 1.60 

28 2202-02-110-99 421.11 - 10.00 41.1.11 

29 2202-02-110-98 0.63 - 0.31 0.32 

30 2202-02-110-96 2.45 - 0.90 1.55 

31 2202-02-800-87 19.06 0.82 19.88 
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44.54 - 1.76 

23.19 + 2.12 

28.80 +2.01 

26.00 + 0.58 

274.35 + 10.79 

2.54 + 0.48 

26.42 + 2.11 

. 1.12 + 0.14 

1.93 - 0.20 

2.44 - 3.66 

6.22 - 0.63 

13.32 - 1.93 

17.71 - 0.93 

5.78 - 1.86 

769.21 - 80.79 

301.63 + 181.63 

0.09 - 0.31 

157.53 - 52.47 

. 206.72 - 21.54 

1.52 - 0.13 

12.20 - 1.60 

1.97 + 1.09 . 

39.19 +0.92 

0.15 - 0.36 

0.37 - 0.43 

1.15 + 0.31 

1.42 -0.18 

440.89 + 29.78 

1.88 + 1.56 

1.67 + 0.12 

15.52 - 4.36 



Appendices 

- Original 
-

Plus Re-appropriation Final Grant 
Actual Excess(+) 

SI. Number, Name of Grant supplementary expenditure Savings(.) 
No. and head of account orovision 

(Rupees in crore) 

32 2202-03-800-93 1.22 0.32 1.54 1.42 -0.12 

33 2203-104-97 4.05 1.50 5.55 5.26 -0.29 

34 2203-105-98 3.46 0.41 3.87 3.54 - 0.33 

35 2203- 112-96 0.50 - 0.27 0.23 0.36 +0.13 

36 2203-1 12-88 2.50 - 0.71 1.79 1.97 +0.18 

37 2204-102-99 12.51 - 2.43 10.08 10.31 +0.23 

38 2205-104-99 2.14 - 1.00 1.14 1.26 +0.12 

39 4202-01-203-99 2.29 0.52 2.8 1 2.66 - 0.15 

40 4202-02- 105-99 4.06 0.26 4.32 3.36 -0.96 

XXIlI Information and Publicity 

41 2220-01-001-99 1.81 - 0.66 1.15 1.42 +0.27 

XXV Social Welfare including Welfare of SCs/STs and OBCs 

42 2225-01-191 -50 9.52 2.92 12.44 3.38 - 9.06 

43 2225-01-277-99 9.70 - 0.83 8.87 10.45 + l.58 

44 2225-01-800-99 1.96 0.17 2.13 1.42 - 0.71 

45 2225-02-001 -99 1.78 - 0.23 1.55 l.72 +0.17 

46 2235-03-277-99 8.73 3.92 12.65 12.19 -0.46 

XXVI ReUef on account of Natural Calamities 

47 2245-02- 101 -95 9.00 - 3.49 5.5 1 5.64 +0.13 

48 2245-02-106-99 29.75 6.82 36.57 36. 15 - 0.42 

49 2245-02- 11 2-99 0.50 - 0. 1 J 0.39 0.75 +0.36 

XXVlli Miscellaneous Economic Services 

50 3454-1 11 -98 7.00 - 1.22 5.78 7.27 + l.49 

XXlX Agriculture 

5 1 2401-001-99 2.24 - 1.46 0.78 1.82 + 1.04 

52 2401-001-96 55.54 - 6.55 48.99 51.34 +2.35 

53 2401-103-99 4.25 - 0.40 3.85 4.48 +0.63 

54 2402-102-86 13.00 - 0.47 12.53 12.67 +0.14 

55 4702- 101 -94 -- 0.50 0.50 0.30 -0.20 

56 4702-101-93 2.00 1.92 3.92 3.08 - 0.84 

XX:X Food 
57 2236-02-101-96 2.72 - 0.74 1.98 2.23 +0.25 

XXXI Animal Husbandry 

58 2403- 101 -97 10.89 - 0.91 9.98 13.34 + 3.36 

59 2403-105-93 0.0 1 0.25 0.26 0.10 - 0.16 

60 2403-800-88 2.00 - 0.89 1.11 1.21 +0.10 

XXXID Fisheries 

61 4405-800-99 1.00 - 0.48 0.52 0.64 +0.12 

XX:XIV Forest 

62 2406-01-001-95 24.14 - 6.20 17.94 18.30 +0.36 

63 2406-0 1- 102-99 0.83 - 0.40 0.43 0.68 +0.25 

64 2406-01 - 102-98 3.00 2.69 5.69 5.56 - 0. 13 

65 2406-01-102-92 40.00 - 12.94 27.06 28.24 + 1.18 

66 2406-0 1-800-95 6.00 1.24 7.24 7.11 - 0.11 

67 2406-02- 110-99 1.97 1.08 3.05 1.5 1 - 1.54 
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XXXVI Community Development 

68 2501-01-191-48 Token 0.96 0.96 0.66 - 30 

69 2505-60-191-48 4.50 - 3.91 o·.59 0.94 + 0.35 

XXXVII Industries 

70 2851-106-99 3.41 - 0.73 2.68 2.83 + 0.15 

71 2852-80-800-96 0.75 - 0.75 0.50 +0.50 

72 4851-104-99 0.45 -0.20 0.25 0.35 +0.10 

73 4885-01-190-98 12.75 -2.00 10.75 12.75 +2.00 

74 6885-60-800-94 0.25 - 0.25 16.94 + 16.94 

XXXVIlI Irrigation 

75 2711-01-001-99 1.14 0.19 1.33 1.02 - 0.31 . 

76 2711-01-103-98 3.21 3.44 6.65 5.74 . - 0.91 

77 2711-02-103-99 6.13 2.30 8.43 7.80 -0.63 

78 4701-02-203-98 0.37 0.37 0.24 - 0.13 

79 4711-01-001-99 0.59 0.44 1.03 0.91 - 0.12 

80 4711-01-103-99 1.04 1.35 2.39 2.10 -0.29 

81 4711-02-001-99 2.03 0.20 2.23 1.27 - 0.96 

82 4711-02-103-99 5.73 1.09 6.82 5.89 - 0.93 

XU Transport 

83 5075-60-800~96 3.80 0.76 4.56 3.34 - 1.22. 

XL V Miscellaneous Loans and Advances 

84 7610-202-99 15.00 0.52 15.52 14.99 - 0.53 

85 7610-800-95. 3.25 0.35 3.60 2.82 -0.78 

Debt Charges 

86 2049-01-200~89 20.00 - 1.79 18.21 18.72 +0.51 

87 2049-04-104~98 329.68 - 0.88 328.80 329.00 +0.20 

Public Debt Repayment 

88 6003-110-99 2414.00 - 97.88 2316.12 2394.14 +78.02 

89 6003-110-98 220.00 - 7.21 212.79 224.27 + 11.48 
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Appendix XI 
Expenditure without provision 

(Reference: Paragraph 2.3.10; Page 30) 

·' 
Number and name of grant Sub-head 

XIV Scationery and Printing and Other 4058- 103-98 
Administrative Services 

XVII Education, Sports, Art and Culture 2202-04-001-99 

XVU Education, Sports, Art and Cul ture 2202-05-800-98 

XVIII Medical and Public Health 2210-06-10 1-65 

XXVI Relief on account of Natural 2245-02- 1 J 0-99 
Calamities 

XXXVII Industries 2852-80-800-96 

XXXVII Industries 6885-60-800-94 

Total 
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Expenditure 
(Rupees in lakh) 

11.91 

75. 16 

9.46 

25.38 

14.99 

50.00 

16.94 

203.84 



Audit Report (Civil) for the year ended 31 March2000 . 
c:::u:&!icl!lli-~~4 ·''' **'™ifi~t&:G:i:M£*2.'l™™1'9.n::tii!&.i::::::l'S" "ifi- 291:e-w i&E· "mrmum:&;rnlfi.>::Ja::~·"S*•''f'· ya•m 

1 
2 

3 
4 

5 
6 
7 

8 
7 

9 
10 
11 
12 
13 
14 

15 
16 
17 
18 
19 
20 
21 
22 
23 

24 

25 
26 
27 
28 

29 

30 
31 
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Appendix XU 
Non=suirrender of savings of Rs 1 crore and above 

(Reference: Paragraph 2.3.U(a); Page 30) 

Revenue (Voted) 
II - Heads of States, Ministers and Headquarters staff 10.62 5.74 
III - Administration of Justice 5.98 0.29 

V - Agricultural Income Tax and Sales Tax 5.22 2.40 

VI - Land Revenue 44.49 13.20 

VII - Stamps and Registration 3.35 0.35 

VIII - Excise 9.27 0.37 

X - Treasury and Accounts 3.73 1.87 

XV - Public Works 58.86 6.25 
XVII - Education, Sports, Art & Culture 241.79 47.73 

XVIII- Medical and Public Health 72.41 28.70 

XX - Water supply and sanitation 5.52 1.75 

XX.I - Housing 2.49 0.13 

XXII - Urban Development 27.18 20.99 

XXIV - Labour and Labour Welfare 39.87 38.61 

XXV - Social Welfare including Welfare of SCs/STs 37.60 22.98 
and OBCs 

XXVII - Co-operation 11.62 10.58 

XXVIII - Miscellaneous Economic Services 8.80 3.12 

XXIX - Agriculture 45.95 43.24 

XXXI - Animal Husbandry . 5.91 3.25 

XXXIII - Fisheries 5.65 3.56 

XXXIV - Forest 34.14 24.47 

XXXV - Panchayat 149.19 20.21 

XXXVIII - Irrigation 17.85 5.32 

XLIJ - Tourism 1.67 0.32 

Revenue (Charged) 
III - Administration of Justice 1.97 0.03 

Capital (Voted) 
XV - Pubiic Works 31.58 3.17 
XVII - Education, Sports, Art and Culture 8.85 4.56 
XVIII - Medical and Public Health 7.61 0 
XXV-Social Welfare including Welfare of Scheduled 7.11 0.81 
Castes/Sclieduled Tribes and Other Backward Classes 
XXVII - Cooperation 12.16 6.10 
XXIX - Agriculture· 13.33 1.13 
XXX-Food- 1.91 0.58 
XXXV - Panchayat 1.00 0.00 
XXXVII - Industries 32.61 19.43 
XJCTIIII - Irrigation 42.76 19.34 
XLI - Transport 3.05 1.70 

XL V - Miscellaneous Joans and advances 2.49 0.37 
Total HH5.59 362.65 
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4.88 
5.69 
2.82 

31.29 

3.00 
8.90 
1.86 

52.61 
194.06 
43.71 

3.77 
2.36 
6.19 
1.26 

14.62 

1.04 
5.68 
2.71 
2.66 
2.09 
9.67 

128.98 

12.53 
1.35 

1.94 

28.41 

4.29 
7.61 
6.30 

6.06 
12.20 

1.33 
1.00 

13.18 
23.42 

1.35 

2.12 

652.94 
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Appendix . XHI . 
Sur:rende:rs made on 'the fa~t day of the yea:r ., . 

'(Reference:· Paragraph: 2.3.11 (b ); ·Page 31) 
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Services 
_Revenue 3,11,71,000 3,11,71,000 10,000 
Ca ital 7,14,000 10,000 7,14,000 

28. XXIX-Agriculture 
Revenue 43,24,35,000 43,24,35,000 
Capital 1,13,41,000 1,13,41,000 

29. XXX-Food 
Revenue 19,88,06,000 19,88,06;000 
Capital 7,61,000 50,000 57,61,000" 50,000 

30. XXXI - Animal Husbandr 3,24,62,000 3,24,62,000 
31. XXXII - Dairy 1,88,45,000 1,88,45,000 
32. -:xxxrn..,. Fisheries 

Revenue 3,56,16,000 3,56,16,000 
Capital 23,73,45,000 23,73,45,000 

33. _ XXXIV - Forest 
Revenue - 24,47,49,000 24,47,49,000 
Ca ital : 92,05,000 92,05,000 

34, XXXV - Panchayat 20,21,28,000 20,21,28,000 
35. XXXVI - Community 45,94,04,000 10,000 -45,94,04,000 10,000 

Develo ment 
36. XXXVII-Industries 

-Revenue 10,39,77 ,000 10,39,77 ,000 
Ca ital 19,43,08,000 19,43,08,000 

37. XXXVIII-Irrigation 
Revenue 5,3L59,ooo 5,31,59,000 
Ca ital 19,34,44,000 67,01,000 19,34,44,000 67,01,000 

38. XL-Ports 
Revenue 1,29,33,000 1,29,33,000 
Ca ital 1,21,50,000 1,21,50,000 

39. XLI - Transport 
- Revenue 1,81,58,000 1,81,58,000 

Ca ital 1,69,53,000 1,69,53,000 
40. XLII - Tourism 32,19,000 32,19,000 
41. XL V - Miscellaneous Loans and 

advances 
Ca ital 36,54,000 36,54,000 

42. Debt Charges 1,37,65,000 1,37,65,000 
43. Public Debt Repayment 183,74,43,000 183,74,43,000 

Ca ital 
Total 607 ,64,61,000 194,46,53,000 607 ,04 61,000 194,46,53 000 

Sunenders in voted grants = Rs 607,64,61;000 

Surl!'enders in charged appropriations = Rs 194,46,53,000 
.,, ... .,, ......... _ ...... .,, ......... Cl .. .,, ........ 

Total surrenders = Rs 802,11,14,000 
.................................................. 
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.• A~p~ndix xnr .. 
Excess suirr~nder of savings 

(Reference: Pin:rag:raph 2.3~12; Page 31) 

I State Legislature * 0.48 

XII Police 52;79 60.08 

XIII Jails * 0.08 

.. XIV Stationery and Printing and Other . 2.02 3.74. 
Administrative Services 
XIX Family WelKare * 29.05 

XXIII Information and Publicity 0.56 0.85 

· XXXFood 19.76 19.88 

Revenue (Chargecll) 

II Heads of States, Ministers and * 0.50. 
Headquarters staff 

Debt Charges 
... 

* L3"8 

Capita! (Charged) 

Public Debt Repayment 92.69 183.74 

Total 167.82 299.78. 

* Grants/appropriation showed overall excess 
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T.29 : ~. ' ;· 
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1993Q~})4 

1994Q95 

1995~96 .· 

1996~97 

1997Q98 

1998~99 

1999Q2000 

Tobnil 

Appendix XV 
Anears Jin :reconciliation 

(R.efeiremtce: Patagiraph 2.3.16; Page 32) 

1 

6 

'8 

14 

29 

45 

54 

157 

198 

8 

72 

88. 

173 

342 

513 

1397. 

2593 
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Appendix XVj . 
. Flow of expenditure 
(Reference: Paragraph 2.3.17; Page 32) 

2216- Housing 
2225- Welfare of 
Scheduled ·castes, 

196.29 Scheduled Tribes and 
Other Backward Classes 
2405- Fisheries 61.62 
2435- Other Agricultural 

9.88 Programmes 
2506- Land Reforms 2.17 
2515- Other. Rural 

826.24 Develo ment Programmes 
2551- Hill areas 12.61 
2705- Command Area 

16.16 Develo ment 
2852- Industries 14.52 
4225- Capital Outlay on 
welfare of SCs, STs and 17.86 
OB Cs 
4235- Capital Outlay on 
Social Security and 0.85 
Welfare 
4401- Capital Outlay on 

2.16 
Cro Husbandry 
4402- Capital Outlay on 
.Soil and Water 5.27 
Conservation 
4405- Capital Outlay on 

20.10 Fisheries 
4851- Capital Outlay on 
Village and Small 28.49 
Industries 
4858~ Capital Outlay on 

1.63 Engineerin Industries 
1262.04 

117.24 

35.58 

7.17 

2.17 . 

559.76 ' 

11.39 ' 

11.04 ' 

7.39 

13.27 

0.65 

1.95 

5.13 

12.31 

'" 

0

23.48 

: 1.60 

837.41 
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60 91.17 46 

58 26.04 42 

73 .6.09 62 

100 1.08 50 

68 403.62 . 49 

90 8.84 70 

· .. 68 11.02 68 

51 6.08 42 

74 10.26. 57 

76 0.49 58 

90 1.86 86 

98 5.11 97 

61 9.81 49 

82 19.68 69 

98 1.41 87 

626.29· 

------ ---- -···· ---·--·----- ---
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~-· 
Healltlbi Officer/ 
MUJ1rnidpall Secrefairy 
(for urban areas) 

~ 

- . - ' 

APPENDIX xvn 
ORGANISATIIONAL SET UP 

.(Reft'erence: Pairagli'aph 3~1.2~ Page 39) 

Secretary (Healilth &, Family Wellfare) 

~-
Dilli"ector of Health Services 

Deputy Diirectm." 4 . 
Distdct FI~ 'fA (PFA) 'fA (Legal) (for rr areas) 

MobHe Vigilla1I11.ce 
SqUJ1aclls 

Fooc11. Jinspecfors JFoocll :U:nspectors 

Dy.GA 

© In the absence of Heanth Officer~ M11.miidpan Secretary is to discharge the 
fumctfon of Heallth Officer. 

CGA Chief Government Analyst 
GA - Government Anallyst 
Dy GA - Deputy Goven11ment Anallyst 
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1995-96 34524. 

1996-97 34524 

1997-98 34524 

1998-99 34524 

> ... ;~.· ...... · ... . . ..• App1mdices 
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. . 

Appendix xvm 

Deficiency iri sample collection 
(R~ference: Paragraph 3.1.~ {ii); Page 40) 

.. 3317 (9.59) 1 0.87 . 

3412 (9.87) 0.9 1.19 

3226 (9.33) 1 0.89 

... 2670 (7.72) 1 1.63 
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Appendix XIX 
Statement showing the Major Pollu~ing Industries and polluted water bodies in 

Kerafa based on test.,.check 

2 
3 
4 

5 
6 
7 
8 
9 
10 

12 

14 
15 
16 
17 

18 

19 

20 
21 

22 

23 

24 

(Reference paragraph 3.2.1; Page 51) 

Hindustan Insecticide Ltd, tydyogamandal Periyar 
FACT Cochin Division Chitrapuzha 
FACT (PD) Kochi .Periyar 
Mis.Commonwealth Weaving Factory; 
Kozhikode 

Public drain (polluting the nearby 
wells); no consent . from 211993 
onwards 

M/s;Uniroyal Marine Exporters, Kozhikode Kara uzha backwaters 
Kerala Chemicals & Proteins Ltd, Chalakudy · Chalakudy river 
United Catalyst India Ltd, Kochi _Periyar 
FACT Udyogamandal Dn, Kochi Periyar 
TCC Ltd, Kochi . Periyar · 
Periyar Chemicals, Kochi Periyar 
Gramos Paper & Boards Ltd; Kothamangalam river 
Kothamangalam 
Fish Processing Units in Aroor & Chandiroor 
(Alappuzha) 
Fish Processing Units at Ambalap uzha 
Mis.Mc Do.well and Co. Ltd, Cherthala 
Slaughter house, ·JViullackal, Ala uzha 

Veluthully 
backwaters 

& 

Ka pithodu (canal) 
Vembanad backwater 
Vada canal 

Vembanad 

Medkal College, Alappuzha Canal leading to Vembanad lake 
Kerala Minerals & Metals Ltd (KMML) 
Chavara 
M/s.Kerala Ceramics Ltd, Kundara 

M/s.Chakacheril Rubbers (Pvt) Ltd, 
Nedumangad 
Ponmudi Rubber Ltd, Palode 
Mis.Titanium Products Ltd, 
Thiruvananthapuram 

Arabian Sea 

Kanjiramkode lake (extension of 
Ashtamudi Backwater) 
Karamana river 

Karamana river 
Arabian Sea 

Kerala Co-operative Milk Marketing Ashtamudi lake 
. Federation Ltd, Kollam 
Travancore Sugars & Chemicals Ltd, Sugar Pamba river 
factory Thiruvalla 
Travancore Sugars 
Distillery, Thiruvalla 

& Chemicals Ltd, Pamba river 

25 ·. Hindustan News rint Ltd, Velloor, Kottayam Moovattupuzha river 
26 

27 
28 
29 

TEC1L Industries & Hydropower Ltd, Vembanad lake 
Kottayam 
Canara Pa er Mills Pvt Ltd Changanassery Chitrapuzha 
Tata Tea Ltd, Instant tea Division Munnar Nallathanni river 
Indian Rare Eaiths Ltd, Udyogamandal, Periyar 
Ernakulam 
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· 30 BinaniZinc Ltd, Binan!puram, Ernakulani · 
31 Sree Sakthi Paper -Mills. Ltd, Pallarri Road, 

Ernakulam · · · . · . 

32 Cochin Leathers Pyt Ltd; Edayar, Ernakulam 
33 ' Cochin Minerals, &. Rutile: Ltd;· Aluva, 

Ernalculam · 

· Periyar 
.·Periyar 

.Periyar · · 
Periyar . 

34 Kainady Tanneries, Edayar, Ernakulam Periyar 
35. · · Travancore · Chemical . manufacturing Co. Periyar 

Ltd, Kalamassery; Emakulam . 
36 Travancore Rayons . Ltd, Perumbavoor; . Periyar 

.Emakulam · 
37 Cochin Refineries Ltd, · Ambalamugal, Chitrapuzha 

·Emakulam 
38 Cochin Refineries .:_ Balmer Laurie Ltd PB Chitrapuzba 

· No.25, Ambalamugal, Ernakulam • · 
39 Hindustan Organic· .• · Chemicals· Ltd, Chitrapuzha 

Ainabalamugal, Emakulam 
40 Kerala Co-operative . Milk. Mrn;keting Chitrapuzha ·· 

· · Federation Ltd, Emakulam dairy · · 
41 Thottakkattu Distilleries, Edayar, Emakulam . Periyar river 
42 Ta ioca products Chalakudy, Thrissur Chalakudy river 
43 Madura Coats Ltd,' Koratty, Thrissur · Chalakudy river 
44 Sitaram Tef(tiles Pponklinnam, Thrissur Karuvannur river 
45 Poisons Distillery, Chalakudy, Thrissur. Chalakudy river 

Appendices 
"ffiid. i:O<ff '•% .... -·d 

46 Premier Breweries Ltd,· Kanjikode West, Narukampally thodu (canal) 
Palakkad 
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Appendix XX 
Quantum of individual pauran.n.eters of pollutants in effluent discharge in Pell"iyar 

(R$Jference Paragraph 3.2.7 (v); Page 58) 

Suspended solids 23 100 ing/l. 1.74 17.420 tonnes 

Total dissolved solids 5 2100 mg/I 0.076 15.91 tonnes 

Oil and Grease 19 10 mg/l 1.68 . 1.68 tonnes 

Sulphates 5 1000 mg/l , 0.065 2.25 tonnes 

Chlorides 3 1000 rrig/l 0.023 2.25 tonnes 

AmmoniacaI Nitrogen 9 50-75 mg/I 0.756 3.78 tonnes 

Chemical Oxygen 6 250 mg/l · 0.093 2.34 tonnes 
demand 

Total Kjeldahl 3 100-150 mg/l 0.461 4.61 tonnes 
Nitrogen ·· 

Phosphate 6 5 mg/l 0.405 202.65Kg 

Flouride 9 1-2 mg/l 0.452 90.31 Kg 

Biochemical Oxygen 15 30-100 mg/I 0.315 944 Kg. 
demand 

Nitrate Nitrogen 5 10-20 mg/I 0.516 516Kg 

Sulphide 9 2 mg/l 0.358 71.69 Kg 

Free Ammonia 5 5 mg/l 0.461 230.45 Kg 
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. Appendix XXI . 
Statement showing the details· of Laboratory equipment pending 

· :repairs/Jrepfacement as on Ma:rclh 2000 
(Reference: Paragraph 3.2.S{i); Page 59) 

Central Lab, 
Kbchi 

Mini.lab, District 
Office,Kottayam 

Mini lab, District 

(i)Atomic · Absorption 
Spectrophotometer · 

(AAS) 

(ii) )Spectrophotometer 

(iii)Liquid Chromatograph 

(iv) O.M. Counter 

(v) Flouride Meter 

(vi) Liquid Scintillation 
System · 

(vii) Dissolved Oxygen 
temperature Recorder 

(viii) BOD incubator 

Office, (ix) PH meter 
Alappuzha 

(x) Flame Photometer 

Mini lab, District (xi) UV Spectrophotometer 
Office, Kollam 

Mini lab 
Regional Office, 
Thiruvananthapu 
ram 

(xii) BOD Incubator 

(xiii) Water bath 

(xiv) Hot piate 

(xv) Calorimeter 

November 
1991 

(8 years) 

June 1994 

(5 years) 

August 
1997 

(2 years) 

Heavy Metals 

· Detection of 
polynuclear 
hydrocarbon/ 

organophosphorus 
and carbonate 
pesticides 

unserviceable. A new 
unit supplied by M/s 
ECIL m May1999 
not yet installed ·due 
to fault in instrument 

Pending repairs due 
to delay in procuring 
spares 

-do-

June 1990 · 

(9 years) 

Detection 
radiation 
J;RE Koch! 

of Repairs pending 
from 

NA 

NA 

NA 

Radioactive 
measurements 

27.10.1999 BOD analysis 

December 
1999 

December Sodium 
1999 - Potassium 

and 

September Fluoride, nitrate, 
1999 nitrite etc 

October 
1998. 

(1 year) 

1997 

(2 years) 

1995 

(4 years) 

1997 

(2 years) 
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BOD analysis 

Pending Repairs 

Irrepairable. 

Irrepairable 

Pending repairs 

Pending repairs 

Pending repairs 

Pending repairs 

Pending repairs 

Pending repairs 

U nservfoeable 

U nscrviceable 
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Appendix XXII . 
Statement showing the details of variation·in analysis results by PCB labs 

and licensed private labs in respect of U industrial units clluring 
1994-95 to 1999-2000. · 

(Reference: Paragraph 3.2.8 (iv);·P~ge 60) 

.. Synthite Industrial 
2199 to 

1. Chemicals Ltd, 
.12/99 

6 3 3 2 
Ernakulam 

Vysali 1/99 to· 
2. Pharmaceuticals, 

4/99 
2 .6 4 6 

Ernakulam 

3. HOC Ltd, Koehl 
1/99 fo 2 6 5 1 
6199 

4. 
Periyar chemical, 3/97 to 

2 5 4 4 
Koc hi 3/98 

5. 
Indian. Rare Earth 2196 to 

2 5 5 2 
Ltd,Kochi 11/99 

6. SIC Ltd, Kochi 
2199 to 

2 3 3 2 
3/99 

7. 
Binani Zinc Ltd, 12/98 to 

2 2 2 2 
Koehl 7/99 

8. -HIL, Bloor . 8/99 to 
3 10 9 1 

11/99 

9. 
DV DEO, 8/95to 

3 2 2 2 
Animates, Kochi 9/98 

Mis 

10. 
Padinjerakkara 11/97 to 

2 4 4 2 
Agencies, 6/98 
Kottayam 

. Diamond Roller 10/95 to 
11. Flour Mills, 9/98. 2 4. 4 1 

Kottayam 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

--c:_ .· • Appendix XXIU · 
Non-contJJ;ibution of Municipal share to Urban Poverty Alleviation Funcll 

(Reference: Paragraph 3.3.8; Page 69) 

1998-99 116276 116276 
South Paravu.r 

1999-2000 125068 125068 .. 

1998-99 300000 ·200000 100000 
Varkala 

1999-2000 300000 300000 

1998-99 1244584 ·"1244584 
Kollam 

)200000 .· 1999-2000 1200000 

1998-99 372664 372664 
Thodupuzha 

1999-2000 248592 248592 

1998-99 
Thlruvalla 

60000 60000 

1999-2000 33000 33000· 

. 1998-99 128000 128000 •. 
Kayamkuiam 

1_999-2000 128000 128000 .. 

1998-99 500000 500000 
Badagaira 

. 1999-2000 .700000 700000 . 

1998-99 10544023 1900000 8644023 
Kozhikodle 

1999-2000 3561899 3561899 

1998-99 4518067 600000 3918067 
Kottayam 

1999-2000 . 1600000 1600000. 

1998-99 200000 200000 
Nedumangad ' 

1999-2000 200000 . 200000. 

1998-99 426133 426133 
Neyyattinkara 

1999-2000 98393 98393. 

1998-99 200000 200000 
Attingal 

1999-2000 200000 200000 

Total 24104699. 
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Appendix XXIV 
Statement Showing lthe poslition of applications sent to banks undell.'" USEP 

(Reference :Paragraph 3.3.9 (iii); Page 72) · _ 

Kozhikode 805 360 243 10 57 34 101 
Corporation · 

Trivandrum 1345 381 266 698 
Corporation 

South Piravom 252 45 207 
Municipality 

Thodupuzha 126 39 59 28 
Municipality 

Kollam 564 3 89 440 32 
Municipality 

N eyy attinkara 278 278 
Municipality 

Punalur 190 71 119 
Municipality 

Attingal 134 8 17 109 
Municipality 

Badagara 112 14 71 l 17 9 
Municipality . 

Kottayam 290 65 46 179 

Municipality 

Changanacherry 127 9 4 113 
Municipality· 

Tiruvalla 404 107 85 212 
Municipality 

Nedumangad 526 254 91 181 
Municipality 

Varkala 126 69 48 9 
Municipality 

Kayamkulam 324 148 176 
Municipality 

Total 5603 1354 1167 359 1305 1069 349 
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109 
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. . AppendixXXV ........ . 
Statement Showing the position ofapplkations sent to banks under DWCUA 

(Reference: Paragraph 3.3.9 (iii); Page 72) 

4· 2 2 
2 

Corporation ''\ 

Trivandrum 
4 Corporation 4 

South Piravom 2 
Municipality 4 2 2 .. - .. 

Thodupuzha 
Municipalit)'. 

Koll am 1 
Municipality 2 

Neyyattinkara 
5 5 

5 
Municipality -

. ~;,,. 

Punalur 6 
Municipality- 6 .. 6 

Attingal 
3 3 

3 
Municipality 

Badagara 
2 

. >.:~. 1 
Municipality :'l.::; 

·Kottayyam 
Municipality 

Changanacherry -~-i-----

Municipality -·.·-· 
,_-;. 

Tiruvalla 
Municipality 

. Nedumangad 
13 13 

13 
Municipality 

Varkala 
Municipality 3 3 

. Kayamkulam 1 
Municipality 6 5 

Total 52 4 14 29 5 34 
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· Kollam 

Trivandrum · 

. Appendix XXVI 
Default Jin repayment of PMRY loans 

(Reference: Paragraph ·3.3.10~ Page- 73) 

Federal Bank; 23750 June 1998 
Umayanallur 

State Bank of 2 142500 February 1997 
Travancore, 
Karunagapall y 

South Indian Bank, 1 95000• February 1998 

Kottarakara, 4 219150 March 1995 to 

Syndicate January 1999 

Bank,Mynagapally 

Catholic Syrian 31 1401900 January 1995 to 
Bank, Sooranad, November 1997 
State Bank of 
Travancore, Head 32 998500 January 1995 to 
Office, Trivandrum February 1999 

Vysya Bank, 2 87779 - July 1996 . 
Trivandrum 

Bank of India, 2 65400 October 1994 
Nedumnagad 

Canara Bank, 1 95000 April 1995. 
Sasthamangalam 

SBI, Sreekariyam 2 137500 April 1995 to 
October 1995 

State Bank of 1 75000. October 1995 
Travancore, 
Dhanuvachapuram 

Bank of India, 1 71250 ·• December 1995 
Peringarnmala 

Indian Overseas 1 42000 March 1995 
Bank, Mukkola 

Punjab National 1 32000 March 1995 
Bank, Trivandrum. 

Syndicate Bank, 2 119000 February 1996 
Kochuveli 

State Bank of 1 95000 October 1994 
Travancore, 
Sreekariyam 

State Bank of 1. 38000 NA 
India, 
Kariyavattom 

Andhra Bank, Tvm 1 49295 

Oriental Bank of 1 65000 
Commerce, Tvm. 

State Bank of India 95000 
" Venj arammoodu 
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(In Rupees) 

·unit not 
available functioning 

226793 

546442 

845205 

Not Unit not 
available functioning 

" 

.,, 

" 

" 

" " 

" 

" 
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Kozhikode Nedungadi Bank;, '• 6 306550 June 1995 to 291465 Unit· not 
• Eranjipalam September J998 _ functioning 

\• ,, 2' 110979 February .· 1999 21366 \ 
June 1999 

- - -Kottayam Federal bank, 1 25000 February 1999 .NA 
Puthuppally 

State · Bank of 1 38650 November 1998 NA 
Travancore, 
Poovathalappu 

State Bank of 1 220000 June 1997 265690 
Travancore, 
Ettumanoor 

State Bank of 9 510850 April to October 276250 
Travancore, 1997 . . 

/ 
Thiruvarpu 

State · Bank of 1 65000 ·March 1998 
Travancore, 
Thrikkodithanam 

Federal Bank, 1 53200 October 1996 
·Ponkunnam 

State Bank of 1 28500 December 1994 · 
Travancore 
Mani~ala 

State Bank of 1 63900 November 1964' 
Travancore, 
Poovarani 

Dhanalakshmi 1 76000 January 1995 
Bank, ChirakadavJJ 

State · · Bank of 8 300200 June 1991 ·10 
-Trav~ncore, March 1998 
Koottikkal 

State Bank of 1 65000 June 1998 
_'travancore, 
Kottayam 

Vysya Bank, 1 40000 -·November 1997 
Kottayam 

Canara Bank, 1 90750 November 1997 -
Manarkad 

Total.· 5942603. 2473211 

,. 

/ 

'·~ 
.;.:_ 

f 
----. 
~ 
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I. Agriculture 

II.Health Services 

III.Medical Colleges 

Appendix XXVII 
· Details of Offices taken up for review 
(Reference: Paragraph 3.6,1; Page 77) 

Principal Agricultural Officers 
1. Kallam including O/o the ADA, Oachira and Kottarakara 
2. Pathanamthitta 
3. Alappuzha 
4. Kottayam 
S. · ADA, Neyyantinkara 

1. Government Victoria Hospital, Kallam 
2. -District Hospital, Kallam 
3. District Hospital, Kozhenchery 
4. DMOH, Kallam 
5. DMOH, Alappuzha 
6. DMOH, Pathanamthitta 
7. Taluk HQ Hospital, Chirayinkil 

· 8. Taluk HQ Hospital, Neyyattinkara 
9. Government Hospital, Kayamkulam 
10. Taluk HQ Hospital, Mavelikkara 

1. T.D Medical College, Alappuzha 
2. Government Medical College, Kottayam 

N.Water Transport Directorate of Water Transport, Alappuzha 
V. Collectorates Collectorate, Kallam 
VI. Animal Husbandry Department 

1. Chief Disease Investigators Office, Palode 
2. Director, Animal Health and Veterinary Biological Institute, 

Pal ode. 
VII. Jails Sub-Jail, Kallam 
VIII. Tourism 

1. Directorate of Tourism, Trivandrum 
2. ·Guest Houses at Thycaud, Kovalam, Ernakulam and Kallam 
3. Tourism Garage, Thycaud. 

IX. Technical Education 
Engineering Colleges Government College of Engineering, Trivandrum 

X. General Education 
1. DIET, Kallam 

· 2. DIET, Pathanamthitta 
3. DIET, Kottayam 
4. Text Book Office, Trivandrum 

XI. Dairy Development 
Dairy Extension Offices Adoor & Trivandrum 

XII. Rural Development 
1. B.D.O, Chadayamangalam 

· 2. B.D.O, Kazhakuttam 
XIII. Stationery and Printing 

Controller of Stationery and Printing, Trivandrum 
XIV. Marine Survey 

1. Chief Hydrographic Surveyor, Trivandrum 
2. Asst. Director, Hydrographic survey, Kallam 
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Appendix .. XXVHI 
Departmentc~ise dletaHs of outstm:ullbllgs 

(Referell1lce: Paragraph 3.6~1; Page 77} 

Health 1994-95 to 1999-2000 · L1 

Tourism 1989-90 to 1999~:2.000 3 

Text book Office 1990-91 to 1998-99 1 
(Education) 

Engineering College, 1990-91 to 1998-99 1 
Thiruvananthapurnm 

Animal Husbandry 1996-97 to 1999-2000 2 

Stationery and Printing 1995-96 to 1999-2000 1 

DIET (Education) 1995-96 to 1999-2000 · 3 

Rural Development 1996-97 to 1999~2000 1 

Dairy Development 1999-2000 1 

Medical Education 1990-91 to 1998-99 2 

Totali :. .... > . 31 
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46.00 

. '471.33 . 

2434.00 

26.00 

63..00 

467.00 
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Appendix XXIX · 
List of DDOs holding heavy cash balance for three years · 

(Reference Paragraph. 3.7.5; Page 82) 

Health & Family Welfare Department 
Medical College, Thiruvananthapuram 16.39 145.26 
Government Ayurveda College, 9.40 4.89 

· Trivandrum (Pharinacology Department) 
District Medical (Health), Kozhikode 9.07 1.32 
Higher Education Department 
Government Engineering College, 13.38 17.51 
Thiruvananthapuram 
Government Engineering College, 40.69 57.61 
Kottayam 
Government Engineering College, 6.40 7.06 
Thrissur 
Govermnent Engineering College, 5.73 4.35 
Kannur 
Maharaja Technical Institute, Thrissur 1.94 2.02 
Revenue Department 
Taluk Office, Ottappalilln 3.02 2.58 
Taluk Office, Kochi 13.30 3.93. 
Taluk Office, Adoor 0.74 1.52 
Taluk Office, Kallam· 3.37 4.13 
Taluk Office, Devicolam 1.43 1.78 
Taluk Office, U dumbanchola 3.67 A 
General Administration (Tourism) 
Government Guest House, Kovalam 1.73 1.70 
Government Guest House, Thrissur · 0.73 0.78 
Government Guest House, Malappuram 0.55 0.92 
General.Education Department 
Director of Public Instructions 17.46 17.21 
Trivandrum 
District Educational Officer, A 4.40 
N eyyattinkara 
District Educational Officer, Kattappana 2.58 3.53 
District Educational Officer, Palakkad 5.41 4.34 
District Educational Officer, Aluva 2.36 2.42 

"A" Informatiion araited 

I 
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35.42 
2.25 

1.36 

23.33 

39.05 

8.56 

6.31 

3.02 

1.89 
4.60 
2.62 

11.88 
2.00 
- A 

4.58 
1.56 
1.02 

18.33 

A 

7.70 
10.02 
5.75 
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Appendix XXX 
Pattern of financial assistance to Post Partum Centres 

(Reference: Paragraph 3.12.3; Page 91) 

District Level PPCs 
Nature of assistance A-T ANT B c 

Amount in Rupees 

Replacement of surgical equipment 500 500 .. .. 

Maintenance of Operation Theatre 2500 2500 .. .. 

Contingency 4000 4000 4000 4000 

POL Diesel 9500 9500 9500 .. 

PAP Smear Test Facility - Purchase of glass-ware etc. 3000 
.. .. .. 

Contingency 2000 

Maintenance of PP Ward 3000 3000 3000 3000 

( 1) When No. of Tubectomies per bed per bed per bed per bed per bed 
is 75 and above per annum 

2400 2400 2400 2400 
(2) When No. ofTubectomies per bed per bed per bed per bed per bed 

is 45 and above but below 75 

Equipment for Sterilisation Ward Rs 2000 per bed 

Surgical and Office equipment 28000 28000 2 1500 

Other equipment 7500 7500 6500 

Renovation of labour room .. .. .. 

Note: A-T Type & ANT Type - Teaching and non-teaching type where obstetrics 
and abortion cases are more than 3000. 

B Type - where obstetrics and abortion cases are between 1500 and 3000. 
C Type - where obstetrics and abortion cases are below I 500. 

2 15 

20000 

6500 

.. 

Sub-
District 

2500 

.. 

6000 

.. 

. . 

3000 

per bed 

2400 
per bed 

25000 

Nil 

25000 
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Appendix XXXJf 
Statement of cakufatfon of short demand of service charges for mmlntenance of PP wards 

(Relference: Paragraph 3.12.3(i); Page 91) 

-T Type with Cyto-technicians -contingency, 
quipment, etc. for two institutions · 

-T Type without Cyto-technicians -contingency, 
quipment etc. for two institutions 

quipments for Sterilisation Ward for 4 AT-88 beds 

ANT-256 beds,l BT~:i2 beds & 4 CT-51 beds 
aiiitenance of PP Ward-below 75, (1995-96 - 170 

eds; 1996-97-147 beds; 1997-98 - 271 beds; 1998-
9 - 242 beds; 1999-2000 - 180 beds) 

Maintenance of PP Ward- 75& above (1995-96--
·.· 372 beds; 1996-97 - 386 beds; 1997-98 - 415 beds; 

1998-99 - 423 beds; 1999-2000 - 530 beds) 

T-contingency, equipment, etc-9 institutions 

Type-contingency, equipment, etc-1 institution 

Type-contingency, equipment, etc-4 institutions 
Sub~District- contingency, equipment, etc-60 

ess: Diet charges for Tubectomies in PPCs 

Net Loss 

1.14 

1.04 

8.34 

4.08 

11.16 

4.68 

0.42 

1.22 

35.10 

67.18 

19.69 

47.49 

8.01 

39.48 
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1.14 1.14 

1.04 1.04 

8.34 8.34 

3.53 6.50 

11.58 12.45 

4.68 4.68 

0.42 0.42 

1.22 1.22 

35.10. . 35.10 

67.05 70.89 

21.42 22.16 

45.63 

5.98 

39.65 

48.73 

3.77 

44.96 

1.14 

1.04 

8.34 

5.81 

12.69 

4.68 

0.42 

1.22 

35.10 

70.44 

20.75 

49.69 

4.64 

45.05 

(Ru ees in lakh) 

1.14 5.70 

1.04 5.20 

8:34 41.70 

4.32 24.24 

15.90 63.78 

4.68 23.40 

0.42 2.10 

1.22 6.10 

35.10 175.50 

72.16 347.72 

23.07 107.09 

49.09 240.63 

5.10 27.50 

43.99 213.13 



Rural Family 
W elfareServices · 
SSNS 

. ·Machinery and 
· Equipments 

103 Maternity and Child 
Health 

94 Reproductive and Child 
Health Project· 

97 Reproductive and Child· 
Health Programme 

105 Compensation 
95 Medicine 
94 Extension of Sterilisation 

Facilities in Rural and 
Semi Rural Areas 

200 . Other Services and 
Supplies 

99 Supply of surgical 
equipment to rural an.d · 
urban family welfare 
centres 

§• €ifit1dA ii& 

. Appendix XXXH 
DetaHs of budget p_rovisio]!Jl and pm;cbasesm~de 

(Reference: Paragraph 3.12.4; Page 92) 

18.12 2.54 0.90 0.75 1.00 

181.95 

175.00 . 132.42 274.00 179.10 175.00 153.22 200.50 

125.00 25.32 125.00 78.27. 34.00 32.88 36.00 

25~00 25.00 25.00 35.70 
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1.00 

. 81.54 

273.00 

199.30 200.50. 185.84 

35.99 36.00 11.00 

. 53.15 36.00 16.10 



2. 
3. 
4. 
5. 

/ 6. 
7. 
8. 
9. 
10.' 
11. 
12. 
13. 
14. 
15. 

16. 
17. 
18. 
19. 
20. 
21. 
22. 

23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 

33. 
34. 

Audit Report (Civil) for the year ended 31March2000 
~~gi@.-cMH-·f@n>••maMrn.., ·?"! -:OS: *Sfi4h1 #f···&§SS\i!f"'*¥· .7-v ,, "* g f P~" ...... hfC 

/ . 
· / Appendix XXXHI 

/ . . List of items held in stock unutmsed 
/ · (Reference: Paragmph 3.12.41(ii); Page 93) -

Air Punip for Laproscope 7500 
Ambus bag Before April 1995 1 3000 
IA.mbus bag (Children) Before April 1995 39 26121 
Adhesive Plaster (10 cm x 5 m) November 1998 192 8869_ 
Bowel EI6 Before April 1995 45 225 
BP Blade 11 (Rate per 100) August 1998 117.38 324600 381015 
BP Blade 23 (Rate er 100) August 1998 117.38 49500 58103 
Baby incubator February 1998 33020.00 2 66040 
Cabinet Instrument Before A ril 1995 2500.00 3 7500 
Cather (F) Metal Before April 1995 14.56 35 510 
Cather Folleys Rubber March 1999 29.00 11950 346550 
Dialators Uterine-Regar' s July 1995 102.96 262 28024 
Endotracheal Tube Coffed size 3 to 11 A ril & May 1996 304.72 379 115489 

.· --------- Do ________ :.._7 size2~5-mm April & May 1997 26.79 1705 45660 
Drip Set November 1998 & 4.60 41350 190256 

December 1998 
Ether Mask May 1996 42.64 65 2772 
Force s Dissecting Plain March 1996 29.12 589 17152 
Force s Sponge holding March 1.996 145.60 199 28974 
Face Mask disposable (Rate per 50) March 1999 143.33 120800 346285 
Face Mask Cotton February 1997 4.10 5338 21886 
Gauze absorbent 90 x 500 ackets March 1999 60.00 7562 455520 
Chloroxylenol (Dettol) (Rate per packets of January 1997 491.52 180 89554 
dozen) 
Setrimide solution (Savlon) November 1998 120.00 200 24000. 
Cidex (Gluteraldehyde) Se tember 1996 499.00 274 136726 
Formalin September 1996 26.83 3386 90846 
Glove Powder A ril 1994 10.00 1896 .18960 
Open Type Relay 1/6 HP A ril 1997 140.40 25 3510 
Overload Prgtector A ril 1997 140.40 82 11513 
Cat gut CH - 1 (Rate per dozen) February 1997 208.00. 4920 85280 
Cat gut CH-1/0 Atromatic (Rate er dozen) December 1998 250.55 47160 984662 
Cat gut 1/0 Plain (Rate er dozen) December 1998 196.60 12600 206430 
Cat gut CH-2 (Rate per dozen) October to December 509.60 210840 8953672" 

~---- 1998 
Cat gut CH-2/0 (Rate per dozen) February 1997 15Q.80 14700 184730 
Cat gut 2/0 Plain (Rate per dozen) December 1998 181.90 3000 45475 

To tall 12992809 

#Date of expiry August 2000. Quantity required for 2000-01 is 29300. At least 25000 sets worth Rs 
1.50 lakh cannot be properly and economically used before the expiry date. 

®.~ ()i~s~~~ei;_pur~~a~e_in ~P.r~l_l_?_?l'i'_ ~I1~tl~e_('!jlti_!~_g~~I1tity .i~ h~lA ii! ~!9-<2.~onJ_I_M~~ 20_()_Q: _ 
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Appe:mlliix .. XXXIV 
Depa:rrtmel!lllt~wlise detaDls of cases of misappiropriiatfon, losses, etc. 

(Reference: Paragraph 3.24; Page 108) 

Agriculture Department 
Animal Husbandry Department · 
Cultural Affairs Department· 
(i) Archives 

Finance Department · 
(i) NationalSavings 
(ii) Treasuries· 
Fisheries and. Ports Departil1ent 
General Education Department 
Health and Family Welfare Department 
(i) Health SerVices 
(ii) Medical Education 
Higher Education Department 
(i) Collegiate 
(ii) Technical 
(iii) Stationery & Printing 
Home Department 
(i) Police 
(ii) Administration of Justice 
Industries Department 
Irrigation Department 
Labour and Rehabilitation Department 
Local Self Government Department 
·Public Works Department 
(i) Buildings , 
(ii) Roads and Bridges 
Revenue Department · , , 
(i) Land Revenue · '"-
(ii) Survey of Land records . 
Rural Development Department 
Taxes 
(i) ·Lotteries 
Scheduled Caste/Scheduled Tribe Development 
Department 

Total 

219 

1 

1 
11 
1 

16 

10 
2 

5 
5. 
i 

4 
3 
2 

21 
1 
1 

17 
14 

12 
1 
6 

1 
3 

153 

. 0.21 

0.45 
57.76 

1.32 
26.10 

4.39 
0.71 

2.15 
1.23 
0.14 

15.08 
0.25 
0.40 

29.40 
1.82 
0.77 

4.63 
4.35 

10.87 
5.60 
0.53 

3.43 
0.75 

174.13 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

.10 

11 

12 

Appendix XXXV 
Department=wise details of writes off and wanvers · 

(Reference: Paragraph 3.25; Page 108) 

Agriculture Department 16 0.22 

Finance Department 3 0.72 

Food and Civil Supplies 4 0.12 
Department 

General Administration 3 1.96 
. Department 

Fisheries and Ports.Department 6 5.70 

Higher Education Depiutment 16 0.47 

Local Self Government 4 0.90 
Department 

Planning and Economic Affairs 2 0.70 
Department 

Rural Development Department 3 0.83 

Revenue Department 1 0.01 

SC/ST Development Department 1 0.06 

Transport Department 1 0.02 

Total 60 11.71 
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1 0.02 

3 0.37 

1 0.35 

1 0.20 

6 0.94 
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Appendix XXXVI 
. Statement showing numlbeir of parngraphs in respect of which Action Taken Note 

had not been fuirJI]ished by the' Administrative Department 
(Reference: Paragraph 3.26; Page: 109) 

1997-98 
1998-99 ' 

2 Agriculture (Animal Husbandry) · 1998-99 
3 Cultural Affairs 1995-96 '3' 
41 Finance 1988-89 1 

1992-93 2 
1993-94 4 

'1995-96 2 
1996-97 1 
1997-98 3 
1998-99 2 

5 · Fisheries & Ports 1986-87 1 
1995-96 3 
1996,-97 1 

" 

199T-98 1 
1998-99 2 

6 Food.and Civil Supplies 1998-99 J 
7 Forest & Wild Life 1987-88 1 

(No.6) 
1993-94 3 
1998-99 1 

8 General Education 1990-91 1 
1996-97 2 
1997-98 2 
1998-99 3 

9 General Administration 1993-94 1 
1997-98 3 ~ 

10 Health & Family Welfare 1996-97 3 
1998-99 4 

11 Higher Education 1993-94 1 
1995-96 2 
1996-97 3 
1998-99 1 

12 Home 1995-96 1 
1996-97 2 
1997-98 6 
1998-99 2 

13 Housing 1997-98 1 

14' Industries . 1995-96 1 
1996-97 1 
1997-98 4 
1998-99 3 
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15 Information Technology. 1998-99 1 
16 Irrigation 1988-89 1 

1992-93 3 
1993-94 3 
1994-95 5 
1995"'.96 5 

· 1996-97 6 
1997-98 7 ,-

1998-99 9 
17 Labour & Rehabilitation 1996-97 1 
18 Local Self Government 1995-96 1 

1997-98 1 
1998-99 6 

19 Power 1995-96 1 
20 Public W arks & Transport 1997-98 4 

1998-99 12 
21 Planning & Economic Affairs 1997-98 1 

l 

22 Revenue 1996-97 1 
23 SC & ST Development 1996-97 1 

~ 

1997-98 1 
/ 

24 Social Welfare 1998-99 1 
25 Taxes 1997-98 1 

1998-99 1 

I 
/ 
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Industrials 
Neendakara · Kerala Ltd, 

(SILK)· 

15· KVA Diesel SILK 
Generator set for 
tug Padmasree · . 

Steel tug (600 M/s Delta 
HP), for Marine 
Vizhinjam Port Engineering, . . 

Kochi 

Electrical. Crane SILK 
(2 Nos.) for 
Beypore port 

Steel Cargo Western 
Barge (250tonne) Marine· 
for.Neendakara Engineering, 

· Kochi · 
Total -

\ . 

Appendix xxxvn · . 
. Details·of stores not delivered 

(Reference: par~graph 5.2~3; pa.ge 139) ·• 

2,70,000 . 30March • 30 June 1998 1,35,000 
1998 

80,64,472 21 March· 21July1997 59,53,354 
1996 

40,00,000 · 31 March 30 S~ptember 30,00,000. 
1997 1997 

I .. 

76,72,000 31 March 1 August 1998 · 57,54;000 •. 
1997 

- •,' 

. 2,62,79,472 2,01,47,354 . 
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270 l,89;270 

1,000 10;45,000 

1,000 9,74,000 

1;000 .6,69;000. 

35,47,270 

5,40,000 

7,40,000 
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Appendix XXXVUI. 
Defaiis of idRe machinery/equipment/vessels 

(Reference: Paragraph 5.2A; Page 140) 

'Jalakanyaka' November 
1989 

-do- Out board engine 26 April 1990 0.18 2 
Yamaha November 

1989 
-do- Wooden trolleys 1May1964 NA 2 

November 
1989 

-do- Iron trolleys (30 Nos.) 17 July 1989 NA 2 
November 

1989 
-do- Steel rollers NA NA 2 

November 
1989 

-do- Electric cranes (2 Nos) 1May1964 NA 2 
November 

1989 
Port office, Alleppey Barge No.II 1981 6.60 1992 

Kollam 

Port Office, Brithwait 3 T electric NA NA October 
Kozhikode crane (2 Nos.) 1998 

-do- FRP tua 
. "'' 3 May 1992 40.00 3May 
'Munrothuruth' 1992 

-do- 'Coles' mobile crane NA NA 20 
September 

1993 

. Hydrographic M.V.Gaveshni 1977 5.78 30 June 
Survey Wing, 1998 

Kallam 

(NA- Not available) 
* Chief Technical Examiner 
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Lack of shipping 
operations. Action in 

progress to transfer to other 
needy ports. 

Files with CTE*, 
Government of Kerala for 
detailed study. 
Decision on disposal was 
not taken as the feasibility 
of installing the crane at 
Azhikkal Port was under 
examination. 
Case between the 
Department and 
manufacturer was pending 
in the Hon.High Court 
Estimate for repairs was 
forwarded to Director of 
Ports for getting 
administrative sanction and 
technical sanction. 
Estimate was prepared and 
submitted to Government 
for approval. 
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,, · Appendix_ XXXIX 
Synoptic statement showing the summai'ised financial results of 

quasi~Government commercial undertakings - -
(Reference: Paragraph 6.1; P:age 14~) 

J: State Water - 1968 - 1989-90 1402.37 1301.45 ·227.71 17.81 (-) 11820 35.36 .· 
· Transport 

Department,-
Alappl1zha -- -- -

2 · Rubber Plantation at 
Open Prison, _ 

1982 1996-97 . 19.95 20.27 19.95 0.26 04.14 l.34 (-) 2.80 
- - Nettukaltheri, 1997-98- .12.74 16.35 12;74 0.26 (-) 14.64 1.30. (-) 13.34 

Thiruvananthapuram 1998-99 12.80 12.77 12.80 0.29. (-) 16.55 ,.0.83 (-) 15.72 
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Kannur 

Wayanad .·. 

Kozhikode 

Malappuram 

Palakkad 

Appendix xL · 
Loss of illllcome due to rior.Hreceipt of premia due 

(Reference: Paragraph. 6.2.(iv); Page 144) 

1260 9 

1609 10 

3000 9. 

2408 10 

2219 10 

·Thrissur 1151 14 

Ernakulam 2500 8 

Idukki 673 10 

Kottayam: 1000 12 

Al.appuzha 400 10 

/ 

Kollam 1200 12 

Thin;ivananthapuram 2450 9 

Tota] 

* Premium at the rate of Rs 50 per month 
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5,67,000 

8,04,500 

13,50,000 

' ' .. ·12,04,000 

11,09,500 

.8,05,700 

10,00,000 

3,36,500 

6,00,000 

2,00,000 

7,20,000 

1,10,250 

1,00,07 ,4150 

.i 
! 

' . ' 
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~I 
_J 

-l 

_/ 

1995-96 

1996-97 

1997-98 

1998-99 

1999"2000 

Total 

... · Category A 

Category i3 · 

Categqry C 

.. 0W!i• "' ae det&Erita; 

Appendix XLI 
Details of assistance received by MCT during 1995=2000 

(Reference: Paragraph 7J.6.2(b); Page 162) 

Nil Nil 0.78 0,78; 17.52 Nil , , 

Nil 
., 

2.74 6.59 9.33 12.09 Nil 

'12.66 3.15 4.19' 20.00 12.42. 0.18 

15.36 1.62 3.72 20.70 14.68 0.19 

14.32 2.13 7.58 24.03 17.48 0.27 

42.34 9.64 .22:86 ,' 74.84 74.19 0.64 

.:\,;· 

Appehdices, 
w •4·M· 

'• 

18.30 

21A2 

32.60' 

;:35,57.· 

41.78' 

149:67 

Plan grants directly releas~d by Local Seif G6~ernment Department. for schem~s 
prepared and approved oy the local body. These are untied funds. . 
Funds released for schemes and institutions ·transferred by various departments. 

·. These are tied furids. 
Amounts of basic tax, vehicle tax compensation, stamp duty etc., allocated on the 
basis of recommendations of the State Finance Commission. 

;··.:,, 

'' 

·-· . ...,_ 

! ' 
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SI. 
No 

l 

2 

3 

4 

5 

6 

Appendix XLII 
Financial progress in implementation of slum improvement scheme in six 

colonies 
(Reference: Paragraph 7.16.4; Page 164) 

(Rupees in lakh) 
·, ., 

Name of Date or 
Estimated cost Payment made 

work/colony agreement Original Revised 
Mobilisation Secured Works 

Total 
advance advance bills 

Kunnathukulathinkara 24 June 1998 21.50 72.78 0.50 4.16 Nil 4.66 

Anchamada 16 June 1998 13.65 15.01 0.50 3.12 l.50 5.12 

Attinkara 12 June 1998 21.47 25.78 0.50 5. 11 0.92 6.53 

Puthuchakonam 25 June 1998 2.87 6.30 l.00 1.2 1 I. I I 3.32 

Latex Colony 12June 1998 33.40 39.50 1.00 5.25 2.13 8.38 

Mudavanmugal 17 June 1998 58.48 61 .50 l.00 7.88 16.76 25.64 

Total 151.37 220.87 4.50 26.73 22.42 53.65 
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SI. 
No. 

( l) 

I 

2 

3 

4 

5 

6 

Appendices 

Appendix - XLIII 
Details of secured advances paid on bogus supply or materials 

(Reference: Paragraph 7.16.4; Page 164) 
(R . l kl ) llf)ees m a · i 

.~.; 
'C 

,:;'}':>~ '" '•' Secured 
Admissible Value of 

Value of secured materials 
advance 

Excess 
materials 

advance at 75 
Secured actuaJly 

admissible 
Name of work as claimed 

per cent of 
advance 

procured as 
(75 per 

(column 
to be 

value in 
paid 

on 30 June 
cent of 

5-7) 
supplied 

column 3 1998 
value in 

.j: - colmn 6) 

(2) (3) (4) (5) (6) (7) (8) 

Kunnathukulathinkara 5.44 4.08 4.16 Nil Nil 4.16 
slum improvement 

Puthuchakonam slum 1.6 1 1.2 1 1.2 1 0.86 0.65 0.56 
improvement 
Att inkara slum 6.80 5.l I 5. 11 0.67 0.50 4.61 
improvement 
Latex poramboke slum 6.48 4.86 5.25 0.88 0.66 4.59 
improvement 
Mudavanmugal 9.97 7.47 7.88 0. 15 0.11 7.77 
Vadakke slum 
improvement 
Anchamada slum 5.99 4.49 3. 12 0.40 0.30 2.82 
improvement 

Total 36.29 27.22 26.73 2.96 2.22 24.51 
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Appendix XLIV 
Details of purchases made in violation of prescribed procedures 

(Reference: Paragr aph 7.16.7; Page 166) 

! : n 
I Agency Purchase Purchase 

SI. Items purchased I Loss 
No. (number) 

from which procedure value 
purchased adopted Rupees in lakh 

I PVC Doors (202) Private Provisional 5.05 
invoice 

2 PVC water tanks (4) Private -do- 0. 14 

3 Jeeps (3) Private -do- 10.47 

4 Layer pullets Private Limited tender 24.98 

5 Goats -do- Open tender- 4 .1 4 
Supply order not 
placed with the 
lowest tenderer 

6 Tables and chair (J 39) -do- -do- 7.66 

7 Sewing machines -do- -do- 5.00 

8 Toys -do- -do- 1.33 

9 Vehicles & equipment K.Aic· -do- 26 1.00 

10 Solar lan terns ANERr -do- 1.99 

11 Computers KELTRON" -do- 16.33 

Total 338.09 

• Kerala Agro-Industries Corporation - Public Sector Undertaking 
s Agency for Non-conventiona~ Energy and Rural Technology - Autonomous Body 
# Kerala State Electronics Development Corporation - Public Sector Undertaking 

no 

Not assessable 

-do-

-do-

4.00 

0.70 

Not assessable 

-do-

-do-

-do-

-do-

-do-


