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PREFATORY REMARKS 

This Report for the year ended 31 March 1990 has been prepared for 
submission t o the President under Article 151 of the Constitution. It 
relates mainly to matters arising from test audit of the financial 
transactions of the Departments of the Union Territory of Delhi 
Administration including Delhi Development Authority. 

2 . This Report includes, among others, reviews on 

(a) Co-operative Societies 

(b) Delhi Energy Development Agency 

(c) Adult Lit era cy Pr ogramme 

(d) Family Welfare Programme 

(e) Self Financing Housing Regist rat ion Scheme for allotment of 

flats at Vasant Kunj 

(f) Construction of night shelters 

(g) Registration and cancellation of dealers in the Sales 

Tax Department 

3 . The cases mentioned in this Report are those which came to notice 
in the course of audit during the year 1989-90 as well as those which 
had come to notice in the earlier years but could not be dealt with in 
the previous Reports; matters relating to the period subsequent to 1989-
90 have also been included, wherever considered necessary. 

(V) 
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OVERVIEW 

Thi• Audit Report for the year 
ended 31 March 1990 contain• 4t 
paragraph• i ncludinq 7 reviews. The 
points highlighted i4 the Report are 
given bel ows-

I Financial Aspect• 

During 1989-90, the total 
rece i pts and expenditure of Delhi 
Adm inistration were Re.892.80 crores 
and Re .1, 483. 63 crores against the 
budgeted estimates of Re.869.55 
crores and Rs.1,501.16 crores 
r espec tively. Tax and non-tax 
revenues accounted for 96 per cent 
a nd 4 per cent respectively of the 
t o tal revenue receipts of Delhi 
Administration. Grants-in-aid and 
loans to the local bodies were 
Rs.260 . 80 crores and Rs.295 . 82 
cro r es respectively. The outstanding 
l oans as on 31 March 1990 were 
Rs . 8 13 . 03 crores. 

(Paragr aph 1) 

II Co- operative Societies 

The Registrar of Co-operative 
Soci eties has the over all 
r e sponsibility for looking after the 
scheme for the development and 
promotion of the co- operative 
movement in Delhi. 

Out of 4,609 societies 
registe r e d as on 31 Ma~ch 1989 under 
t he categories - industrial, urban, 
thrift and credit consumer co­
operative stores, house building and 
multipurpose pac kage (rural), as 
many as 2,037 societies had not been 
working. No cause and effect 
analysis relating to the large 
number of societies not working was 
undertaken by ~he department. 

Share capital invested by the 
Delhi Administration in the 
societies was to be paid back in 
accordance with the terms and 
conditions of the investment. 
Recovery of Rs.48.52 lakhe on 
account of share capital had been 
outstanding as on 31 March 1990. 

Recovery of Rs.34.70 lakhs 
against loand and Rs.27.82 lakhs 
towards interest due thereon till 
March 1990 had not been effected. 

Returns were not prescribed by 
the department for assessment and 
collection of dividend on prof its 
declared by the societies. Dividend 
amounting to Re. 5. 07 lakhe had not 
been recovered from two co-operative 
societies. 

Elections to the Managing 
Corrunittee, provided for in the bye 
laws of the societies, had not been 
held for a number of years in a 
large number of cases and the 
Registrar did not take appropriate 
action as required under the rules. 

Under the Co-operative 
Societies Act, the accounts of every 
co-operative society are required to 
be audited once in each year by the 
Registrar or hie nominee. However, 
audit of the accounts of only 24 per 
cent of the societies had been 
completed by the department during 
1988-89. Recovery of audit fee of 
Re.10.80 lakhs had also been 
outstanding against the societies. 
The arrears of audit fee were 
increasing every year . 

(Paragraph 2) 
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III Delhi 
Agency 

Energy Development 

Delhi Energy Development 
Agency was establ i shed by Delhi 
Administration in 1984 with the 
objective o f execut i on o f 
Integrated Rural Energy Progranunes 
and Non-Conventional Urban Energy 
Programmes, various pilot projects 
of non-conventional and conventional 
energy sources and organising and 
promoting supplies of various energy 
saving devices like solar cookers, 
wind mills, biogas plants etc. 
Besides, a regular battery bus 
service was introduced by the Agency 
in June 1985 as a measure to control 
pollution and provide noiseless mode 
of transport in the congested areas 
of Delhi. 

The proposals for claiming 
grants from Government of India and 
Delhi Administration were not 
realistic. There were savings every 
year ranging from. Rs.8 lakhs to 
Rs.141 lakhs. A sum of Rs.299 lakhs 
was lying in fixed deposits at the 
end of March 1990. 

Although Delhi Administration 
aimed at covering 70 per cent of 
Delhi's population (about seven 
lakhs families) to adopt improved 
and non-conventional sources of 
energy at the end of the Seventh 
Plan, there 
indicate the 

was no 
number 

record to 
of families 

which were adopting the improved and 
non-conventional sources of energy. 

There was no feed back 
relating to the use of 631 solar 
cookers and 134 domestic s o lar water 
heating systems worth Rs.13.~5 lakhs 
distributed by the Agency free of 
cost for demonstration purposes. 

The surveys conducted by the 
Agency during 1988-89 indicated that 
only 25 per cent of the 159 biogas 
plants, 31 per cent of the 115 
domestic solar heating systems and 

62 per cent of the 95 wind mills 
were working satisfactorily. The 
&ubsidy of Rs . 4.47 lakhs pa id on 119 
biogas plants whic h were not working 
was u nproduct ive. A s um of Rs. 15.71 
l akhs due from the beneficiaries o f 
biogas plants and ·domestic sola r 
water he a ting systems for the period 
1984- 89 had not been recover e d . 

Out o f five bioga s engines 
purchase d a t a cos t of Rs. 2 .50 l akhs 
dur i ng 1985-87, only one has been 
inst alled f o r demonstration and the 
remaining f our hav e been lyi ng idle . 

Training was not provi de d for 
the construction of biogas plants 
and there was no record relating to 
training or demonstration of solar 
cookers although Government of India 
released Rs.0.90 lakh and Rs.3.50 
lakhs f or the purpose respectively . 

Out of 30 tropicultors along 
with c arts purchase d a t a cost of 
Rs.3 . 38 lakhs in 1983-84, only two 
were sold . 22 tropicultors were 
defective. 

Only one of t he t hree wind 
genera tors , p u rchased at a co st o f 
Rs . 4 . 80 lakhs in 1985-87, was 
installed f or demonstration ; i t was 
not wo rki ng f rom June 1987. The 
other t wo we r e lying i dle . One solar 
therma l pump worth Rs. 4 .50 l akhs 
inst al led for demonst rat ion purpose 
had not been working s ince March 
1989 . 

Out o f t he 1, 643 solar stills 
purchased and i nstal led at a cost of 
Rs . 18 .84 lakhs f or providing 
d i stil l ed water f or battery bu ses, 
500 s o lar s t i l ls valuing Rs . 5.70 
lakhs , had be en lyin g br oken / d amaged 
s i nce 1987- 8 8 and 1988- 8 9 . 

On a claim o f a doctor/ 
inventor that he had developed a new 
technology o f producing gas/power 
from cellulosic wastes, the Agency 
entered into an agreement with him 

(vii ) . 
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to set up 300 KW power gas 
generation plant based on his 
technology. The plant never came up. 
The expenditure of Rs.10.87 lakhs on 
the pro j ect proved infructuous. 

The scheme of battery bus 
service/ apart from being envi ron­
mentally - friendly,was conceived as 
economically viable. Instead of 
earning a profit of Rs . 15 per bus 
per day, the Agency s ustained losses 
to the extent of Rs.124.98 lakhs 
during 1985-89 due to failure to 
provide a suitable back up, infras­
tructure and proper supervision. 

The Agency had a fleet of 101 
buses as on 31 December 1989. 
Against the average run of 60 Kms . 
projected by the Agency, the average 
run, per day, per bus ranged from 
8. 43 to 17 .14 Kilometers. 60 to 70 
per cent of the buses had been off 
the road since inception mainly due 
to the non-availability of parking 
facilities and charging stations and 
frequent failure of chopper 
controllers. Of the 75 to 105 
chopper controllers, 43 to 63 
remained with Bharat Heavy 
Electricals Limited for repairs from 
May 1988 to February 1990. Though 
the number of buses gradually kept 
on increasing, steps were not taken 
to provide adequate parking 
facilities and to solve the problem 
of failure of chopper contro l lers. 

Though with t he modification 
of the buses by making p rovision of 
an extra battery for quick 
replacement there was an improvement 
in the kilometer run of the buses 
per shift, yet 21 modified ouses 
were not provided with an extra 
battery each due to the non­
availability of batteries. The 
records revealed that the Agency had 
purchased 30 batteries during July 
to October 1989 which remained 
unutilised. 

43 sets of batteries costing 
Rs. 22. 70 lakhs became unservic eable 
as these were lying disused for 
periods ranging from 40 to 57 
months. 

Receipts of Rs. l. 01 lakhs on 
account of the sale of bus tickets 
were short credited to Agency's 
account during 1986-87. 

A fi r e at Loni Road Depot in 
November 1986 resulted in loss of 
c ash and valuables. Neither a First 
Information Report was lodged with 
the police nor were any records 
relating to the loss available with 
the Agency. 

(Paragraph 3) 

IV Adult Lite~acy Programme 

The National Adult Education 
Programme was introduced in the 
Union Territory of Delhi in 1979 to 
attain complete literacy by 1990. 
owing to continuous influx of nearly 
one lakh illiterate adults every 
year in the metropolitan city, Delhi 
continued to occupy third position 
i n literacy in the country . The 
programme aims at imparting literacy 
and numeracy skills t o people in the 
age group of 15 to 35 years both in 
urb~n and rural areas throug h State 
Adult Education Programme (SAEP) and 
Rural Funct ional Literacy Programme 
(RFLP) . 

Out of Rs.443.86 lakhs 
allocated for the implementation of 
the programme , an expenditure of 
Rs.!02.88 lakhs only was i ncurred 
during the Seventh Five Year Plan 
ended March 1990. Jan Shikshan 
Nilayam Scheme meant for continuing 
education to nee-literates was not 
implemented. The required number of 
books and learning materials were 
also not purchased owing to their 
non-availability with the State 
Resource Centre. 

( viii) 



Against the target of 
imparting education to 3.45 lakhs 
people under the two programmes, 
SAEP and RFLP, the Directorate of 
Education has reported to have given 
education to only 2:65 lakhs people. 

Of the 1,453 centres 
functioning in April 1990, test 
check of 145 centres by Audit 
revealed that 31 centres had neither 
instructors nor the learners; and 39 
centres were being run at the 
residences of the instructors, with 
no learners . Though the monthly 
average attendance of 32 centres 
ranged be tween 4 and 30, the actual 
attendance o f learners was found 
between 2 and 6 only. The orders 
issued by the Directorate in 
September 1989 to transfer all the 
centres to 
buildings had 
There were no 
authorities. 

Government school 
not been implemented. 
i nspections by higher 

Though the programme envisaged 
the appointment o f project officer s, 
supervisors, clerical and group 'D' 
staff and part time instructors on 
fixed remuneration ranging from 
Rs.100 to Rs.1,500 per month, Delhi 
Administration drafted trained 
teachers and clerical and group 'D' 
staff op regular pay and allowances 
for the post of project officers , 
supe rvisors and group 'D' staff. The 
payment of pay and allowances to 
regular staff resulted in an extra 
expenditure of Rs.71.38 lakhs during 
the five years ended March 1990. 

About one half of the stage I 
learners under State Adult Education 
Programme and two third learne r s 
under Rural Functional Literacy 
Progranune had not been provided with 
books at al l or with complete set of 
books. For stage II learners, books 
worth Rs.2.54 lakhs costing between 
rupees five and rupees eight each 
against the prescribed ceiling of 
Rs.3.50 each were purchased . 

Training arrangements for the 
functionaries of the programme were 
inadequate. Only a programme of 5 
days was impa~ted to 16 project 
officers and 24 supervisors during 
1989. The Directo rate did not have 
any information relating to training 
of the staff prior to 1989. 

Though substantial grants 
(Rs.82.29 lakhs during 1989-90) were 
being given by the Ministry directly 
to 23 voluntary agencies s~lected 

for implementing the programme on 
the reconunendation of Delhi Adminis­
tration, their working was not 
supervised by Delhi Administration. 

The findings of eva luation 
studies on adult literacy centres by 
different agencies revealed unsatis­
factory performance of the pro­
gramme. The reconunendations made by 
the evaluation study cell of the 
Planning Department (Delhi Adminis­
tration) in September 1987 relating 
to close supervision, holding of 
centres in common places like 
schools, dispensaries, etc. had not 
been implemented. 

(Paragraph 4) 

V Family Welfare Programme 

The main objective of the 
programme is to bring down the birth 
rate and to promote the health of 
mothers and children by providing 
pre/post natal service through 
inununisation and other prophylactic 
treatments. 

An expenditure of Rs.1,341.01 
lakhs was incurred by the 
Directorate of Family Welfare during 
five years e nded March 1990, apart 
from assistance in kind in the form 
of contraceptives, equipment, vac­
cines, drugs,etc. from the Ministry. 

The birth r ate instead of 
decreasing had gone up by 6 . 17 per 
thousand to 30 per thous and from 

cix ) 
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23.B3 during the years 197B-B9. 
There was no marked i mprovement in 
the adoption of smal l family norms. 
The targets set by the 
Administration had not general ly 
been ach i eved . The male population 
undergoing sterilisation was very 
low. Records of var ious agencies 
showed that the figures of 
achievement i n respect of 
sterili s ation and insertion of 
intra-uterine contraceptive device 
had been inf l ated. 

The birth in the hands o f 
untrained midwives and others had 
gone up by 4. 91 per cent and the 
rural sector had continued to be 
neglected inasmuch as in the rura l 
a reas about BB per cen t of births 
took place in the hands of untrained 
midYives and others . 

During test check of accounts 
o f family we l fare unit of LNJP 
Hospital, misappropriation o f 
Rs.0.16 lakh by d rawing in~entive 

money twice by making alterat i ons i n 
t he records in respect of 120 cases 
was detected by Audit. Besides, 
drugs and dressing money amounting 
to Rs.7.42 lakhs received by t he 
unit during September 1976 to 
October 19B9 were kept outside 
Government account, i n savings bank 
account and records relating to 
expenditure of Rs.3.BO lakhs 
the refrom we re not made avai lable to 
Audit. On the matter being pointed 
out by Audit, the Directorate stated 
that s i mi lar irregularities were 
also noticed by them and that LNJP 
Hospital had instituted an inquiry. 

Excess payment o f grants-in­
a id of Rs.7.61 lakhs _was made to two 
voluntary organisations dur ing 19BB-
90 . Three post part um units which 
were sanctioned in 19B6-B7 and 
provided with equipment worth 
Rs .2 .55 lakhs had not been 
performing any sterilisation oper­
ations and were functioning as 
health posts o nly till June 1990. 

20-127 CAG/91. ( X ) 

Against 5,B5B cases of 
sterilisation reported to have been 
performed by voluntary organisat i o ns 
during 19B6-B7 to 19B8-B9 i ncentj.ve 
money was claimed for 7, 0 23 cases. 
Thus the incentive money amounting 
to Rs. 2. 16 lakhs had been released 
in excess by the Directo rate . 

Reports of evaluation team o f 
the Directorate in respect of 162 
cases test checked relating to five 
hospitals showed that 52 
beneficiaries were not living on the 
given addresses. 14 persons denied 
having undergone sterilisation, four 
persons complained that no follow up 
action after sterilisation had been 
taken by these hospitals and that 
the field workers filled in the 
entries without actual survey. 

Information required under the 
Medica l Termination of Pregnancy Act 
and rules made thereunder was not 
furnished by some of the 
implementing agencies. Inspection of 
the organisations was not being 
carried out by the Chi e f Medical 
Officer after initial approval. The 
inspection was necessary to ensure 
that medical t e rmination of 
J _4nancy was continued to be done 
with requisite facilities and under 
safe and hygienic conditions. 

Fiftee n laparoscopes valuing 
Rs . B.25 lakhs were issued to six 
agencies in excess of the scale 
prescribed by the Ministry. Ten 
laparoscopes valuing Rs.5.5~ lakhs 
issued to three hospitals had been 
lying in stock unused for more than 
two and a half years. 39 
laparoscopes valuing Rs.21.45 lakhs 
had been lying in stock in the 
Directorate for more than two years. 

The funds, allocated during 
19B5-90 for the publicity wing, were 
being spent in the last quarter so 
as to exhaust fund s during the 
respective financial years. 
Performance figures of film shows , 

/ 



hari kathas, seminars , o rientation 
training camps , display of hoard­
ings , kiosks and banners furnished 
to the Ministry of Welfare by t he 
Directorate were exaggerat~d. 

(Paragraph 5) 

VI Fraudulent drawal of Govern­
ment money in Hospital for 
Mental Diseases, Shahdara 

In Hospital for Mental 
Diseases, Shahdara, a sum of Rs . 3 . 69 
lakhs was fraudulently drawn by the 
staff during December 1987 to March 
1989 by inflating the amount of nine 
sanctions from :Ks . 0. 52 lakh to 
Rs.4.21 lakhs• Further, bills for 
Rs . 9. 7 2 lakhs for the purchase of 
store/stationery articles appeared 
to have been paid during 1986-89 
without receipt of goods . The frau­
dulent withdrawal of Government 
money was made possible due to 
negligence and non-adherence to 
rules. 

(Paragraph 6) 

VII Money kept out of Government 
accounts 

Bank drafts of Rs .12. 98 
crores received by the Commissioner 
o f Industries on behalf of the 
Government with 25,957 applications 
for the allotment of 500 industrial 
plots by the Commissioner o f 
Industries in May 1988 had been kept 
out of the Government accouJ:?l:s for 
14 months and those of Rs.12.84 
crores for another 8 months in 
contravention of the rules. Delhi 
Administration stated that drafts 
had not been deposited to facilitate 
refund of money to a vast majority 
cf the unsuccessful applicants . 

(Paragraph 7) 

VIII Delay in construction of Udyog 
Sadan 

(xi) 

The c o nstruction of "Udyog 
Sadan", f or hous ing the au t horities 
connected wit h i ndustrial develop­
me~t ~nder one r oof i n south o f IIT 
I nd ~rial Area, entrusted t o Delhi 
state Industrial Development corpo ­
rat i on (DS IDC ) a s d e posit work in 
March 1986 had not been completed 
till Marc h 1990. Two acres o f land 
allott ed in trans Yamuna area was 
taken back by ODA as it was required 
for l ocal r a i lway termina l. An 
expenditure of Rs.1.24 lakhs 
incurred on archi tectural fee, 
drawings and s oil testing of t he 
land, etc. was rendered infructuous 
and Rs. 16 lakhs on the cost of the 
land remained blocked with ODA as it 
failed to provide alternative site 
to the department even after about 
two years. A sum of Rs.124 lakhs out 
of Rs . 180 lakhs paid in 1986-87 for 
cons truction o f buildings also 
remained unutilised wit h DSIDC . 

IX 

(Paragraph 8) 

Avoidable expenditure on 
development of land a t Gharoli 

The s c heme of development of 
indust rial p l ots was abandoned in 
August 1989 . Consequent ly, Rs.15.94 
lakhs incurred b y PWD on earth 
filling and f e ncing of the l and had 
been i nfructuoue . Refund o f 
Rs. 327. 75 lakhs on account of cost 
o f 4 7 . 6 a c res of land no t handed 
over by ODA h ad also not been 
obt a ined by the Commi ssio ner of 
Industr ies . 

(Pa ragraph 9) 

X Non-recovery of dues from a 
contractor-belated appointment 
of arbitrator 

Recover y of e xtra expenditure 
of Rs. 2. 64 lakhs incurred on the 
balance work of "increasing the 
capacity o f Najafgarh drain from RD 
1,16,700 to RD 1,18,050" fore closed 
in April 1987 h ad not been effected 

,..:,-
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from the defaulting contractor by 
the I rrigation and Flood Control 
Department even after more than five 
years of t he rescission of t he 
contract. An arbitrator had been 
appointed belatedly i n October 1990 . 

(Paragraph 10) 

XI Irregular release of l oan 
for redevelopment o f Shahj ab­
a nabad 

A loan of Rs.250 l akhs was 
g ranted by the Land and Building 
Department to the slum wi ng of the 
Delhi Development Authority during 
March 1986 and 1987 f or procuring 
land at Mata Sundri Road for 
resettling the families staying in 
dangerous katras i n the walled city 
though the scheme "Redevelopment of 
Shahjahanabad" (o ld Delhi) at an 
estimated cost b f Rs .37 5 crores had 
not been a pproved by the Ministry of 
Urban Development. Although no 
expenditure had bee n incurred 
against the loan, information 
regarding its r e fund together with 
interest by DOA had not been 
furnished. 

(Paragraph 12) 

XII De lay in completion of Yamuna 
Bridge near I SBT, Delhi. 

Construction o f main bridge 
and western appr oach of t he Yamu na 
bridge scheduled for completion by 
June 1987 had not been complet ed . 
The work of construction of main 
bridge awarded to National Buildings 
Construction Corporation Limited 
(NBCC) for completion by June 1987 
was taken over by Public Works 
Depa rtment for execution departme n­
t ally at t he risk and cost of NBCC 
in terms of the agreement . A sum of 
Rs. 4. 2 1 crores due from NBCC up to 
September 1990 had not been 
recovered and the department did not 
even submit a claim before the 
arbitrator . The contract of western 

appro ach, awarded to a contractor 
for complet ion by April 1987, was 
rescinded by the department in 
December 1988 due to s l ow progress. 
The recovery of Rs.6.25 crorea 
i ncluding compensation of Rs.1.36 
crores f or delay had not b een 
effected. 

Owing to delay in t he 
completion of the bridge, vital 
communication infrastructure stand 
denied t o the road us~rs apart fr.om 
loss of economic benefit of Rs . 8.22 
crores during the three years . 

XIII 

(Paragraph 13) 

Loss due to rescission of a 
contr act 

The claim for an extra 
expenditure of Rs. 5. 53 lakhs had 
been rejected by the arbitrator in 
August 1987 . The extra expenditure 
was incurred by the Public Works 
Department in completing the balance 
work of "Widening of Road No.25 from 
two lanes to four lanes" a t the r isk 
and cost of the contractor whose 
contract had been rescinded in 
November 1981. The g r ound for 
rejection wa s that the delay in 
completion of work was mainly due to 
delay on the part of t he department 
to make available the site, commu­
nicate decision regarding change in 
a lignment etc. and that the 
rescission of the contract was 
legally invalid a s it was done 
without making tin1e t he essence of 
the contract . Besides , the 
department had to pay Rs.1.59 lakhs 
on account of interest on tfie c laim 
of Rs. 2.75 lakhs awarded to t he 
cont ractor for work done and not 
paid. 

XIV 

(xii) 

(Pa ragraph 14) 

Extra expenditure due to delay 
in acceptance of tender. 

/ 



Delay in processing and 
finalisation of tenders received in 
November 1988 for the work of 
construction of a residential colony 
for Police Department by the Public 
Works Department resulted in extra 
expenditure of Rs.7 . 27 lakhs. 

xv 

(Paragraph 15) 

Non-recovery of dues from a 
fira 

There was inordinate delay in 
the recovery of Rs.10. 75 lakhs on 
account of the cost of material, 
secured advance, extra expenditure 
incurred on completion of balance 
work etc. from a firm whose contract 
h ad b'een rescinded in February 1987. 
Though the Exe cutive Engineer had 
requested the Chief Engineer, Public 
Works Department, in July 1990 to 
appoint an arbitrator, orders for 
the appointment of the arbitrator 
had not been issued (December 1990). 

(Paragraph 16) 

XVI Non-recovery of dues from a 
contrae::tor 

Recovery of Rs.11.60 lakhs 
from a contractor whose contract was 
rescinded by the Public Works 
Department in August 1987 at the 
risk and cost of the contractor had 
not been effected . The orders for 
recovery had been circulated to all 
the divisions in June 1990 after a 
lapse of more than two and a half 
years of the rescission of the 
contract. An arbitrator had also not 
been appointed. 

(Paragraph 17) 

·XVII Non-adjustment of advance 

A balance amount of Rs .11. 52 
lakhs out of Rs . 40 lakhs paid i n 
March 1980 by the Project Manager of 
Guru Teg Bahadur Medical College and 
Hospital Project of Public Works 

Department to the ODA for the 
construction of medical and public 
health buildings had neither been 
accounted for nor was it refunded to 
the Delhi Administrat ion. Sanction 
for the payment was accorded by 
Delhi Administration (Public Health 
Department) in March 1980 without 
any speci fication, location etc. of 
the buildings to be constructed. 

(Paragraph 18 ) 

XVIII Self Financing Housing Regist 
-ration Scheme for allotment 
of flats at Vasant Kunj 

The pace of housing activity 
waDts'behind s chedule as against the 
tar get of 10,475 fl ats, conatruction 
of 7 ,217 flats had been completed by 
March 1990 and that of 1, 342 flats 
was in progress. The construction of 
1,916 flats was yet to be taken up . 
There was delay in construction of 
flats ranging from 30 to 52 months 
which not only deprived the 
allottees of getting the flats 
within a reasonabl e time but it also 
resulted in a n extra burden of 
Rs.674.11 lakhs on them due to 
increase in the cost of 
construction . 

In the execution of the 
scheme, there was short supply of 
stipulated material, lack of co­
ordination between the elec trical 
and the construction d ivisions in 
the e;cecution of electrical work. 
Further, there was delay in 
clearance of the sewerage, drainage 
and water schemes from the Municipal 
Corporation of Delhi . De lay was also 
noticed in the preparation of the 
lay out plan a nd the s t ructural 
drawings in certain cases. 

The work of providing and 
laying 600 mm dia PSC pipe line from 
the Deer Park, Hauz Khas, to the 
underground tank in Sector 'B' at 
Vasant Kunj was completed by May 
1990, after a del ay of more than 

(xiii) 
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three years and after incurring an 
extra expenditure of Rs.31.40 lakhs. 
This led to water · shortage and 
caused hardship to the allottees as 
they were getting only 0.5 mgd. 
water supply agai nst the supply of 
one mgd. 

(Paragraph 20) 

XIX Construction of night shelters 

Against the release of grant 
of Rs.252.67 lakhs by the Delhi 
Administration for construction · of 
night shelters or •ran-baser a a' to 
provide shelter at night to the 
ehelterlesa during 1985-1990, Delhi 
Development Authority incurred an 
expenditure of Rs.263.97 lakhs; 
Rs.121.18 lakhe were spent on 
construction of 15 night shelters 
including four in progress in 
d ifferent parts of Delhi and 
Rs.142.79 lakhs were diverted for 
other activities including Rs.32.22 
lakhs on construction of Haj Manzil. 
The target of constructing 25 night 
shelters to accommodate 10,000 
inmates at different places had not 
been achieved. 

No survey to assess the 
shelter less in Union Territory of 
Delhi was taken up before 
implementation of the scheme. The 
facility of night shelter was not 
available to women and children. 

Ni ght shelters were 
constructed at places where the 
sites were not necessarily the most 
suitable for fulfillig the needs of 
the shelterless. Non- utilisation of 
four unite · resulted in an un­
productive expenditure of Rs . 29 .15 
lakhs . An excess expenditure of 
Rs.3.29 lakhs was incurred on the 
construction of a n ight shelter. 

Voluntary 
not involved 
maintaining the 
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organisations 
in organising 
night shelters. 

were 
and 

(XiV) 

(Paqtgraph 21) 

XX Outstanding premiua in respect 
of commercial plot• 

Delhi Development Authority 
sold by auction in 1980 and 1982 
nine commercial plots in Nehru 
Place, Jhandewalan, Laxmi Nagar, 
Yusuf Sarai and Bhikaji Cama Place. 
Relaxation of terms and conditions 
of the auction in an adhoc manner 
resulted not only in non-realisation 
of Rs.47.35 crores (including 
interest) for the last eight to ten 
years but it also gave rise to 
litigation. 

(Paragraph 22) 

XJ:I Construction of cultural 
centre, alni hospital and 
practice hall at Asian Games 
Village Complex . 

The final bill for the 
construction of cultural centre, 
mini hospital and practice hall at 
Asian Carnes Village Complex was 
passed for a recovery of Rs.45.69 
lakhs in January 1989, more than 
six years after the completion of 
the work in November 1982. Timely 
action was not taken on the report 
of February 1982 of the Chief 
Technical Examiner and to recover 
the cost of material issued and 
secured advance paid to the firm. No 
recovery had been effected as the 
matter had been under arbitration 
since September 1983. 

XXII Irregular 
contract 

(Paragraph 23) 

rescission of 

The work of construction of 
192 MIC Dwe lling Units at Pitam Pura 
including internal development 
awarded to a contractor for 
completion in May 1983 was rescinded 
by Delhi Development Authority (DOA) 
in July 1984 as the contractor 



abandoned the work. DDA levied 
compensation of rupees four lakhs 
for execution of defective work and 
Rs.4.01 lakhs for delay in the work . 
The counter claims of Rs.28.58 lakha 
including extra expenditure of 
Rs .16. 78 lakhs incurred on balance 
work was disallowed by the 
arbitrator except for Rs.0 . 02 lakh, 
int'er alia, on the ground that the 
contract was rescinded by the DDA 
after one year from the stipulated 
date of completion and t.hat the show 
ca~se notice for levy of compen­
sation for delay was issued nearly 
after two years of the stipulated 
date of completion. 

(Paragraph 24) 

UIII Delay fiaaliaatioD of 
drawing• 

The delay in finalisation of 
drawings for the construction of 
180 dwelling units and 144 scooter 
garages under Self Financing Scheme 
at Wazir Pur, Phase III resulted in 
loss of Rs.6.81 lakhs to the DDA as 
the work awarded to the contractor 
in April 1982 for completion by 
January 1983 was closed by him for 
want of foundation drawings till the 
stipulated date of completion. The 
arbitrator appointed to adjudicate 
the dispute awarded a compensation 
of Rs . 1. 72 lakhs together with 
interest to the contractor on 
account of loss of profit etc. and 
rejected the counter claim of DOA 
for Rs.4.91 lakhs on account of non­
recovery of secured advance. 

(Paragraph 25) 

XXIV Revenue Receipts - General 

The total revenue receipts of 
Delhi Administration during the year 
1989-90 amounted to Rs . 892.80 crores 
(Rs.859.76 crores, tax rec eipts and 
Rs.33.04 crores, non-tax receipts) 
which were 9. 74 per cent more than · 
the corresponding receipts of 

Rs.813.57 crores (Re.792.90 crores, 
tax receipts and Rs . 20 .67 crores, 
non-tax receipts) during 1988-89. 
Tax r eceipts were mainly derived 
from Sales Tax (Re. 597. 96 crores) , 
State Excise (Rs. 145. 07 crores), 
Taxes or. Goods and Passengers 
(Rs.34.85 crores ) , Stamp duty and 
Registration fees (Rs . 34.85 crores) 
and Taxes on Motor Vehicles 
(Rs.31 . 59 crores ). 

(Paragraph 26) 

XXV Sales Tax 

\ xv ) 

(i) A review on "Registration and 
Cancellation of dealers of the 
Sales Tax Department" revealed 
that:-

Due to ineffective monitoring 
by the department of the 
registration and cancellation 
of registration of the 
dealers, the figures of total 
number of registered dealers 
supplied by the wards and 
those supplied by the 
Statistic al Branch of the 
Sales Tax Department were 
different. 

Non registration o f dealers 
supplying building materials 
to a Central Government 
Undertaking resulted in loss 
of revenue amounting to 
Rs. l .37 lakhs during the 
period 1984-85 to 1989-90. 

Non registration as dealer of 
an Examination Board selling 
waste paper resulted in lose 
of revenue amounting to 
Rs.0.91 lakh during the period 
of last five years ending 
1987-88. 

Non-adherence to the provi­
sions of Delhi Sales Tax Act, 
1975 resulted in registration 
of bogus dealers and supp­
ression of sales amounting to 

. .-
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Rs.2.10 crores 
quential evasion 
Rs.14 73 lakhs. 

and 
of 

conse­
t ax of 

Purchase of goods by a dealer 
without payment of tax by 
issuing prescribed declara­
tions j n Form ST-1 prior to 
the date of his registration 
resulted in e vasion of tax. 

(Paragraph 34) 

(ii} In 56 cases non levy or short 
levy of tax, penalty and 
losses of revenue were 
detected in the Union 
Territory of Delhi. The tax 
effect of various irregulari­
ties pointed out by Audit is 
about Rs.137.37 lakhs inclu­
ding penalty and interest. As 
a result of re-examination of 
25 such cases, the department 
revised the assessments and 
raised total additional dema­
nds of Rs. 61. 54 lakhe on 
account of tax, penalty and 
interest. 

(Paragraphs 35-41) 

(iii) Failure of the department in 
detection of false/invalid 
declarations or interpola­
tions in the declaration forms 
resulted in short levy of tax 
amounting to Rs.10.95 lakhs in 
15 cases. Besides, penalty and 
interes t of Rs.28.64 lakhs and 
Rs.3.34 lakhs respectively , 
though leviable in these 
cases, were not levied. 

(Paragraph 35) 

(iv) Short levy of tax due to non­
detection of suppression of 
sales in 16 cases resulted i n 
lose of revenue amounting to 
Rs . 15.86 lakhs . Besides, pena­
lty and interest of Rs. 39. 65 
lakhs and Rs.10.56 lakhs 
respectively could not be 
levied on the dealers due to 
suppression of turnover. 

(Paragraph 36) 

(v) Loss of interest of Rs.7.68 
lakhs occurred due to non levy 
of interest in 13 cases and of 
Rs.12.68 lakhs due to non 
levy of penalty in 9 cases. 

(Paragraph• .. -41) 

XXVI Motor Vehicle Tax 

Incorrect charging of permit 
fee for temporary permits and non 
realisation of parking charges 
resulted in loss of revenue amoun­
ting to Rs.2.38 lakhs. 

(Paragraphs 42-43) 

XXVII State Excise 

The Excise Department had 
incurred an extra expenditure of 
Rs.7 .81 lakhs on procurement of 
country liquor due to non-supply by 
two licensees. This extra expen­
diture had not been recovered from 
the defaulters. 

(Paragraph 44) 

(xvi) 
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CHAPTER-I 

1 . FINANCIAL ASPECTS 

l. l Introduction 

Delhi, the national capital, 
is a non-legislative Union Terri­
tory . There are three local bodies 
viz. the Municipal corporation of 
Delhi (MCD), the New Delhi Municipal 
Committee (NDMC) and the Delhi 
Cantonment Board (DCB) which are 
entrusted with providi ng civic 
ameni ties and development in their 
respective areas besides the Delhi 
Developme nt Authority (ODA) which is 
responsible for the planned 
development of Delhi by deciding the 
land use pattern, developing new 
residential/housing schemes and 
commercial centres. These bodies 
recei ve financial assistance from 
Delhi Administration besides mobil­
ising their own res ources . 

The administration of Delhi 
vests in the Pres i dent of I ndia 
acting through an Administrator 
designated as the Lieutena nt Gover­
nor who is assisted by t he Metropo­
litan Council and the Executive 
Council. The main function of the 
Executive Council is to assist and 

(in cr ores of rupees) 
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advise the Admi nistrator in relat ion 
to matters enumerated in the State 
List and the Concurrent List in the 
Seventh Schedule in t he Constitut i on 
of India . All members of the Exe cu­
tive Council are nominated by t he 
President of India. 

1.2 Financial aspects 

1.2.1 Rec eipts and expenditure . 
The budget of Delhi Admini s tration 
forms part of the overal l budget of 
the Union Government and is pres­
ented as a separate grant under t he 
Ministry of Home Affairs . The budg ­
e tary proposals for Delhi are f irst 
introduced i n the Lok Sabha by t he 
Union Finance Minist r y . Later, t hey 
are discussed by the Metropolitan 
Council which cannot vote on the 
budget. The f unds to meet the 
expendi tu r e of the Union Territor y 
are drawn from the Consolidated Fund 
o f India and the revenues are 
credited d i rect l y t o the Central 
exchequer. The t o tal rec e i pts and 
expenditure of Delhi Adm i n i s t ration 
for the five years e nding March 
1990, were as follows:-

19 8 5 - 86 1986- 87 1987 - 88 1988 - 89 1989- 90 

- Receipts 
~ Exp endilure 
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( i n crorea of rupees) 

=========================================================== 
Year Receipt a Expenditure 

Tax Revenue Hon-tax Total 
Revenue 

P l an Non-plan Total 

-----------------------------------------------------------
1985-86 491.85 23.77 515.62 401 . 78 408.55 8 10 .33 

1986-87 569.67 25.62 595 . 29 497 . 35 598.80 1096.15 

1987-88 653.28 23.91 677 . 19 538.11 642 .11 1180 . 22 

1988-89 792 . 90 *20 . 67 *813.57 *557 . 09 *655 . 42 12 12 . 5 1 

1989-90 859.76 33 . 04 

There is a steep rise of 29 
per cent in Non-plan expenditure 
during the year 1989-90 as compa red 
t o 1988-89. On the Plan side, the 
e xpenditure registered an increase 
of 14 per cent. 

1.2 . 2 Financial assistance to local 
bodies etc.- The following taxes are 
l evied on behalf of Delhi Adminis­
tration : (i) Land revenue; (ii) 
Stamp duties; (iii) State excise 

892.80 636 .43 847 . 20 1483 . 6 3 

duties; (iv) Sales tax; (v) Taxes on 
vehi cles; (vi ) Terminal t ax ; and 
( vii) Entertainment and betting 
taxes . Of these, the procee ds f rom 
taxes on vehicles, terminal tax a nd 
entertainment and betting taxes are 
assigned to the local bodies. A sum 
of Rs. 55. 31 crores was apportioned 
during 1989-90 to local bodies as 
under :-

============================================================ 

* 

( i n crores of rupees) 
MCD NDMC DCB Total 

Taxes on vehicles 10 . 03 1. 74 0 . 31 12.08 
Entertainment tax 8. 72 0.97 0.02 9.71 
Betting tax 0.18 0.18 
Terminal tax 31.88 1.01 0.45 33.34 

Total 50.63 3.90 0.78 55.31 
=========================================================== 

Differs from the figure shown in last 
corrections made br Principal Pay 
Administratioo.. 

2 

year's 
and 

Report due to subsequent 
Accounts Office, Delhi 
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The terminal tax on lgoods in 
Delhi is levied and collected by the 
Mun icipal Corporation of Delhi, 
designated as the Delhi Terminal Tax 
Agency as per the provisions of 
Delhi Munic'ipal Corporation Act, 
1957. The MCD is paid collection 
charges for services rendered for 
such collections. Apart from tax 
proceeds, to meet their expenditure 
on general services and on 
education, health,urban development, 
etc. , the local bodies and the DOA 

receive substantial grants - in-aid 
and loans and advances from the 
various departments of Delhi Ad­
ministration . Delhi Administration 
had allocated/ provided for grants­
in-aid an loans and advances to the 
local bodies and Delhi Development 
Authority from its budget during the 
last three years ending March 1990 
as under :-

============================================================ 
Naae of the bodies 

================ 
Municipal Corpe-
ration of Delhi 

New Delhi Municipal 
Committee 

Delhi Cantonment 
Board 

Delhi Development 
Authority 

Total 

Year Grants-in-aid 

------------
1987-88 
1988-89 
1989-90 

1987-88 
1988-89 
1989-90 

lC:,87-88 
1988-89 
1989-90 

1987-88 
1988-89 
1989-90 

1987-88 
1988-89 
1989-90 

(in crores 

========== 
107.36 
142.00 
167 .09 

7.53 
15.70 
16.71 

21.10 
42.50 
58. 20 

33.29 
15.29 
18 .80 

169.28 
215 .49 
260.80 

Loans and Advances 
of rupees) 

================== 
250.22 
248.42 
282.10 

10.76 
18 . 76 
13. 72 

1.35 

262.33 
267.18 
295.82 

============================================================ 

.. 

Out of the loan s and advances 
made to the lqcal bodies and ODA, 
the position of the o utstanding 
loans and advances against them as 

o n 31 March 1989 and 31 March 1990 
was as under :-

3 



' =========================================================== 

Name of body 

-
Munic i pal Co rporation o f Delh i 

New Delhi Munic ipa l Committ ee 

Delhi Deve l o pment Authority 

Total 

(in cro res o f r up ees) 
Amount of l oan o utstandin g 

As OD 31 As OD 3 1 
Marc h 1989 March 1990 

---------- ----------
53 4 . 27 707 . 0 1 

56 . 75 67 . 3 3 

46.73 38 . 69 
--------- -----------

637 .7 5 8 13.03 
=========================================================== 

1 . 2. 3 Revenue receipts . - During 
the y ear 1989~90, total recei pts o f 
Delhi Administration a mounted to 
Rs .892 . 80 crores compris ing t ax 
r e venue of Rs.859.76 crores a nd non­
tax revenue of Rs . 33 . 0 4 c rores 
showi ng an overall incre a se o f 8. 43 
per cent and 59 .85 per c ent 
respect i v ely ove r t he l ast year's 
r ece i pt . The ma jor tax r e ve nue i s 
f rom the Sales tax which has grown 
f rom Rs . 524.59 crores i n 1988- 89 t o 
Rs.597.96 crores in 1989-90. 

Growth-Tax Revenue 
Seve nth Pla n - 1985-90 

In Cl'oros or rupees 
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The t ax r e venue duri ng the 
}'ear 1989-90 a c count ed for 9 6 per 
cent of the t otal r evenue receipt s 
o f De lh i Ad minist r ation . 

1. 2 . 4 Anal y s is o f revenue rec e ­
ipts .- An a nalys i s of the receipt s 
dur i ng 1989-9 0 , alongwith the 
c orresponding f i gures f or the prece­
ding four years , i s given below : -

30 
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0 

Non Ta x Revenue 
Seventh Plan 1985-90 

In crore• or rupeea 
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==================================================================·===·=== 

I.Revenue rai sed 
by Delhi 
Administrati on 
(.a) Tax Revenue 
(b) Non-Tax Revenue 

Total 

II.Expenditure of 
Delh i Administration 
f rom the Consolidated 
Fund of India 

III . Percentage of 
revenue raised by 
Delhi Administration 
to t he expenditure 
from the Consolidated 
Fund of Indi a 
on Delhi Administration 

(in crorea of rup•••) 
1985-86 1986-87 1987-88 1988-89 1989-90 

491. 85 569.67 653.28 792 . 90 859.76 
23.77 25.62 23 .91 20.67 33.04 

------- ------ ------ ------ ------
5 15 .62 595. 29 677 .19 813.57 892 .80 

======= ====== ====== r::====-= ··===== 

810 . 33 1 ,096 . 15 1, 1.80.22 1,212.51 1,48 3 .·6 3 

64 54 57 67 60 

The receipts of the De lhi 
Admi nis tration, i f taken in ieola­
t ion , can t hus meet its expenditure 
by about 60 per cent only. 

1.2.s Tax revenue .- The t ax revenue 
during t he year 1989-90 vis-a-vis 
t he budget estimates, alongside the 
corresponding figures f or the 
preceding two years were :-

(in crores of rupees) 

Tax reven~e Year Budget Actual Percentage 
estimates ~$ceipt.G inc::ree.se(+) 

decrease(-) 
o f actuals 

• 
ove r budget 
oatimat.es 

-------------------------------------------~----------
Sales t ax 1987-88 413. 00 431.82 \ + ) 5 

1988-89 460.00 524.59 ( +) 14 
1989-90 560 . 02 597.96 (+) 7 

State excise 1987-88 12 1:. 00 131. 4 3 (+) 9 
1988- 89 133.20 159.40 (+) 20 
1989- 90 158.01 145:07 (-} 8 

Taxes on 1987-88 32.47 33. 26 {+ ) 2 
goods and 1988-89 35.52 34. 73 (-) 2 

paaaengers 1989-90 38 . 29 34.85 (- ) 9 
(Terminal tax) 
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(in crores of rupees) 
----------.. ·----------------------·------·-·-------------
Tax revenue Year Budget Actual Per centage 

estimates receipts increase(+) 
decrease(-) 
of actuals 
over budget 
estiaates 

Stamp duty 1987-88 20.11 24.73 (+) 23 
and Registr- 1988- 89 29.95 32.73 ( + ) 9 
ation fees 1989-90 47 . 18 34 . 85 (-) 26 

Taxes on 1981-88 17.81 18 . 58 (+) 4 
motor 19"00-89 22 . 14 27 . 07 (+) 22 
vehicles 1989-90 30 . 05 31.59 (+) 5 

Land revenue 1987-88 0 . 07 0 . 01 ( - ) 86 
1988-89 0 . 03 0.02 (-) 33 
1989-90 0.03 0 . 03 

other taxes 1987- 88 12.54 13.45 (+) 7 
and duties on 1988- 89 14.96 14.36 (-) 4 
commodities 1989-90 15. 60 15.41 (-) 1 
a nd services 
( including 
Entertainment t ax ) 

-------------------------------------------------------
To t al 
tax 
r evenue 

1967- 88 
1988-89 
1989-90 

1. 2 .. li Mon-tax r e v enu& • - The non­
tax revenue o f Rs . 33 . 0 4 c rores 
c onstituted four per cent of t he 
~otal r evenue (Rs. 892 .80 crores ) 
raised by the Delhi Admin i stration 
during the year 1989-90. 

617 .oo 
695 . 80 
849. 18 

653 . 28 
792 . 90 
859 . 76 

(+) 6 
( +) 14 
(+) l 

The position of non-tax 
revenue collected duri ng t he year 
vis-a-vis the budg~t e stimates , 
alongwith t he corresponding f i g ures 
for 1987- 88 and 1988-89, i s shown 
below :-

( i n crores o f rupees ) 
======================================================= 
Ye a r 

1987-88 
1988-89 
1989-90 

Budget Actual Variation s 
eatiaates r eceipt s incr ease 

15 . 0 5 
19 . 4 6 
20 . 37 

23 . 91 
20 . 67 
33 . 04 

8 . 86 
1.21 

12.67 

Percenta ge 
increase 
of a ctual s 
over t h• 
budget 
estimat es 

59 
.6 

62 
====================================================== 
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1.2.7 Analysis of non-tax revenue .­
Non-tax revenue raised during 1989-
90, alongwith the figures for the 

two preceding years is 
below:-

(in crores of rupees) 

given 

Nature of non­
tax revenue 

Amount collected increase( +) 
decrease (-) 
as comp&r­
ed with 
1988-89 

1987-88 1988-89 1989-90 

1. Interest 5 . 13 2 . 92 1 .76 - 1.16 

2 . Police 2 . 25 1 . 60 8 .16 + 6.56 

3. Public works 0 . 80 0 . 85 2.49 + 1.64 

4. Other admini- 6 . 21 7 . 24 9 . 91 + 2 . 67 
str ative 
service 

5 . Education, 
sports , art 
and culture 

6. Medical and 
public health 

7 . Housing 

8 . Crop 
husbandry 

9. Village and 
small 
industries 

2 . 99 

0 . 63 

0.87 

0 .33 

2.38 

10 . 0ther general 0 . 32 
economic 
services 

11.0ther heads 2.00 

Total 23.91 

The major sources of non-tax 
revenue are police, education, 
public works, housing, other admi­
nistrative services, interest etc. 

1.2.8 Cost of collection The 
overall cost of collection worked 

' 

2. 79 3 . 21 + 0 . 42 

0.69 0.85 + 0 . 16 

1. 06 1.04 - 0 .02 

0 .39 0 .60 + 0 . 21 

1. 05 0.94 - 0 . 11 

0.37 0 . 58 + 0 .21 

1. 71 3.50 + 1.79 

20 . 67 33 . 04 +12.37 

out to one per cent of gross tax 
revenue collection during 1989-90 as 
had been during the two preceding 
years. The maximum percentage of 
cost of collection was in respect of 
taxes on goods and passengers 
(Terminal Tax) (eleven per cent) 

7 



followed by taxes on motor vehicles 
( fou r per cent). 

1 . 2. 9 Plan expenditure • - Against 
t he pro pose d out l ay of Rs. 2 , 463 .15 
crores for the Sevent h Five Year 
Plan (1985-90) by the Delhi 
Administration, 'the Pl ann i ng Comm­
ission had approved an outlay of 
Rs.2 , 000 c rores . 

l 
The plan outlay for the Union 

Territory of Delhi f o r 1989-90 was 
f i xed at Rs.620 crores . 

The total 
du r i ng 1985-90 

plan 
was in 

expend i t ure 
excess by 

Rs. 630. 96 crores over the approved 
outlay of Rs . 2,000 crores . 

1. 2. 10 Rush of expenditure in 
March . - The financia l r ules of 
Government enjoin that i t is 
contrary to the i nterest of Gov­
ernme nt t o spend ' money hastily or in 
an i l l -considered manner just to 
avoid lapse of grant . Rush of 
expenditure in the closi ng months of 
a financ ial year is a breach of 
financ i a l regularit y . The table 
be l ow reveals the extent of rush of 
expen d i ture by more than 25 per cen t 
i n e a c h c ase by Delhi Administration 
dur ing the year 1989-90 : -

============c============================================a======== 
Description of function 

Ur b an d evelopment 

Housing 

Welfare of schedule caste, 
schedule tribes and other 
backward classes 

Social security and 
welfare 

Village and small 
industries 

Transport 

Flood control and drainage 

Medical and public 
health 

C I n 
Total 
provi­
sion 

265 .49 

22.87 

3.12 

20.56 

7.35 

2.68 

16.32 

122.99 

Water supply and sanitation 5.70 

Nutrition 7.84 

Non-conventional sources 2.85 
of e nergy 

8 

c r ores 
Tot al 
expend­
iture 

25 6 .2 3 

22. 77 

2.96 

20.03 

7.11 

2.67 

14 . 28 

121. 78 

5.70 

7 81 

2.84 

of rupees > 
Expend- Percentage 
i ture of e xpendi-
during 

March 

159 .04 

8.98 

1.24 

5.12 

3.85 

1.53 

5.35 

44 . 39 

4. 72 

') 89 

2.32 

tu re 

62 . 7 

39.44 

42 

26 

54 

57.3 

37.46 

36.45 

82 .80 

37 

81.69 

L 

' 



===================~=;============================================ 

Desc ription of f unction 

Oth e r t axes and 
duties on commo dities 
and services 

Taxes on ve h icle s 

Sports a nd y out h 
serv ices 

Art and culture 

C I n 
Total 
p r o vi­
s i o n 

3 . 74 

3 . 07 

4 . 58 

5.19 

c rores 
Tota l 
expend ­
i t ure 

3 . 74 

2 . 43 

4 . 16 

4 . 75 

of rupees > 
Expend- Percentage 
iture of e xpen d i -
during t ur e 
Marc h . 

1.27 33. 95 

0 . 84 34 . 57 

1.49 35 . 82 

1.12 36.21 
================================================================== 

1 • 2 • 11 Bxpendi t ure on Revenue and 
Capital Account s. - Dur ing 1989-90, 
the expenditure on revenue a nd 
capital account (Rs. 1 ,483 . 63 cror es) 
was more by Rs . 2 71 . 12 crores than i n 
1988-89 (Rs . 1 , 212.51 cro r e s ) wh i c h 
i n itself was more by Rs . 32 . 29 
crores than in 1987-88 (Rs.1,180 . 22 
crores). There was more accur a t e 
budgeting dur i ng 1989 - 90 whe n t he 
va riation between the b udget 
est i mat es a nd act ual e xpenditure was 
only about one per c ent as c omp a r e d 
to 1988-89 when the v a riation was by 
about ten per cen t . 
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There we re under-ut i lisation 
of funds during 1989-90 in important 
sectors like, urban development by 
Rs . 9. 2 7 crores, medical and public 
health by Rs.1.22 crores, education, 
art and cul ture by Rs.1.20 crores , 
f l ood control and drainage by 
Rs . 0.82 crore and soc i al security 
and welfare by Rs.0.53 crore which 
we r e indicative of failure to ma ke 
f ull use of resources . 



CHAPTER-II 

CI VIL DEPARTMENTS OF DELHI ADMINISTRATION 

Registrar of c o - operative Societies 

2. Co-operative Societies 

2.1 Int roduction 

A co-operative is a f ormat ion 
of an organisa tion in which people 
vol~ntarily associate together on 
the basis o f equal ity and for 
p romot ion of the common economic 
interest . It, theref ore, seeks the 
regeneration of the community o r a 
s ection of t he community on the 
bas i s o f mutual aid , thrift and 
self-help on democratic principles 
for e c onomic and social upliftment 
of the members of the society. 

In order to meet the specific 
needs of t he Union Territory o f 
Delhi, the Delhi Co-operative 
Societ i e s Act, 1972 came into force 
in April 1973. 

2 . 2 Scope of Audit 

Records o f the office of the 
Registrar o f Co-operative Societies, 
Delhi Administration, relating to 
industrial, multipurpose package, 
urban thrift and credit, consumer 
co-operative and housing societies 
were test checked for the years 
1985-86 to 1989-90 during January 
to July 1990 . 

co-operative year commencing 
on 1 July and ending on 30 June 
prior to 1989 now coincides with the 
financial year with effect from the 
year ending 31 March 1989. This 
report reflects the facts and 
figures a ccordingly . 
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2.3 Organisati onal set up 

Ministry of Agriculture , 
Department of Agricu l ture and Co­
operation formulates policies and 
p r ovides guidelines a t t he nationa l 
level. 

The Registrar of Co-operative 
Socie t ies (De l hi Administration ) has 
t he o ve r al l respons ibil i ty for 
looking a fte r the sche mes for the 
development and promotion of t he co­
operative movement in Delhi. He is 
assisted by two Joint Regi strars, 
and four Deputy Registrars and 12 
Assistant Registrars and a 
complement of 404 gazetted and non­
gazetted officials . 

2.4 Highlights 

Out of 4,609 societies 
registered as on 31 March 1989 
under the categories 
industrial, urban, thrift and 
credit,consumer co-operat ive 
stores, house building and 
aultipurpoae package (rural) 
aa many as 2,037 societies had 
not been working. Ho cause and 
effect analysis relating to 
the large number of societies 
not working was undertaken by 
the department . 

Share capital invested by the 
Delhi Adainiatration in tlie 
societies was to be paid back 
in accordance with the teraa 
and conditions of the inveat­
aent. Recovery of Ra. 48. 52 



l a khs on account o f share 
capital had been ou tstanding 
as on 31 Marc h 1990 . 

Recovery o f Rs. 34. 70 lakhs 
against l oans and Rs. 27. 82 
lakhs t oward s interest due 
thereon till 31 March 1990 had 
n ot been effected . 

Re turns were not p rescribed by 
the department for assessment 
and co llection o f dividend on 
prof i ts d eclared by the 
soc ieties . Dividend amounting 
t o Rs.S . 07 lakhs had not be en 
r ecovered f roa two co­
operat ive soc i et i e s. 

Elections t o t he Managing 
Committees p rovided f or in the 
bye- laws of t he societies had 
not been held f or a number o f 
y ears in a large number of 
c ases and the Regi strar did 

Year 

1985-86 
1986-87 
1987-88 
1988-89 
1989-90 

Budget 
est ima t es 

209.52 
306.52 
336 . 75 
446.19 
564 . 00 

It was seen that variat i ons i n 
expenditure during the period 1985-
90 was mainly due to 
Administration' a investment in the 
shar e capita l of Delh i Co-operative 
Housing Finance Society Li mited 
(DCHFS). The investment yearwiee in 
the DCHFS was : -

1985-86 Rs.162 l akhs 

1986-87 Re .111 l akhs 
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2 . 5 

not take appropriate acti on as 
required under t he rules . 

The financial stake o f the 
Government in the co - opera t i ve 
movement is c ons i derable. It 
is through audit scrutiny t hat 
the Registrar estimates the 
sta te of financial well be ing 
o f a co-operat ive. Audi t of 
only 24 per c ent o f t he 
societies had been completed 
by the department during 
1988- 89. Recov e ry o f a udit fee 
o f Rs.10 .80 lakhs ha d also 
been ~utstanding ~gainst the 
societies . The arrears o f 
audit fee s were i ncr easi ng 
every year . 

Allocation 
expenditure 

of funds and 

Yearwis e details of al l ocatio n 
of funds and e xpendi ture a re shown 
in t he tabl e below: 

( in lakha of rupees ) 

Revi sed 
al l o tment 

Expenditure 

265. 14 264.62 
160.63 157. 76 
435.92 433 . 06 
438.59 437 . 81 
541. 70 5 38 . 04 

1987-88 Rs. 289 lakhs 

1988-89 Rs . 300 lakhs 

1989-90 Rs.400 l akhs 

2.6 Societies not wo r k ing 

As i n March 1989 there were 
6,618 socie ties regi stered under the 
Act as detailed below :-
Industrial 1,670 



Urban Thrift and Credit 
Consumer Co-operative Stores 
House Building 
Group Housing 
Multipurpose (package) 

Total 

1, 126 
8 1 5 
229 

2, 00 9 
769 

6,618 

Of the 4, 609 socie ties under 
t he categories-industrial, urban 
thrift and credit, consumer co­
oper ative stores, house building and 

mult i purpose package (rural ), 1 ,297 
s ocieties were under liqui dation and 
740 soc iet i es were defunct. Thus the 
number o f societies not worki n g as 
on 31 March 1989 under different 
c ategor ies r anged between 26 and 67 
per cent as shown in the tab l e 
below : -

======================================================================~ 

Categories Industrial Urban Consumer Bouse Multi- Total 

o f thrift co-opera - building purpc.se 
societies a nd t ive societies package 

credit stores (rura l ) 
s ocieties s ocieties 

-----------------------------------------------------------------------
Total 1 , 6 70 
number of 
societies 

~umber under 502 
liquidatio n 

Number shown 1,168 
as working 

Number 312 
declared as 
defunct 

Number 8 56 
actually working 
after exc luding 
defunct societies 

Number not 
working after 
excluding defunct 
s o cieties 

Percentage of 
societies not 
working 

814 

49 

1, 126 

106 

1,020 

192 

828 

298 

26 

8 15 229 769 4,609 

310 29 350 1,297 

505 200 419 3,312 

16 56 164 740 

489 144 2 55 2, 5 72 

326 85 514 2,037 

40 37 67 44 

===================================================================== 
The department stated in July 

1990 that no cause and effect 
a na l ysis relating to societies going 
. 1.to liquidation and declare d a s 

defu nct had been undert aken. 
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2.7 So cieties under liquidation 

2. 7 .1 High percentage of soci eties 
under liquidation Liquidatio n 
f orms part of the winding up 
procedure of a co-operative society 
under the Delhi Co-operative 

T 



Socie ties Act , 1972 and Delhi Co­
o{>6rative societies Rules , 1973. 
Ta b l es b e low show the pos i t i.on of 

societies under liquidat i on d u r ing 
the per iod 1985 to 1989 . 

Indus~rial Societies 

================================================== 
Ye a r (as on 30 
June each y ear 
a nd 31 March 
1989 and 1990 ) 

1985 
1986 
1987 
1988 
1989 
1990 

No.of regi- Ho . o f s oci­
s t ered soci- eties under 
eties liqui dation 

1 , 299 2 52 
1 , 591 49 4 
1, 658 53 7 
1 , 682 531 
1 ,670 502 
1 , 680 500 

Per cen 
- tage 

19 
31 
32 
3 2 
30 
30 

================================================== 
Con s umer CO-operat ive Stores 

================================================== 
Year No . of reg is­

tere d s oci e ­
ties 

No .of societies Per.centage 
u nder l iqui da tio n 

--------------------------------------------------
1985 685 186 27 
1986 709 300 42 
19 8 7 758 322 42 
1988 803 318 40 
1989 815 3 10 38 
1990 820 353 4 3 

================================================== 

Mult ipu rpose Package ( Ru~al) Soc ieti e s 

===================;============================== 
Yea r No .of reg Ji_s­

t e red socia• 
ties 

~o.of s ocie ties Percentag~ 

u nder l i quidation 

---------------------~----------------------------
1985 758 29 2 39 
1?86 748 28 1 38 
1987 747 2 75 37 
1988 7 71 364 47 
1989 769 350 46 
1990 801 406 51 
==,======:======================================== 

! t wi l l be seen that the 
numbe r o f soc i e ties under liqui­
dation is g r owi ng. The rea sons for 
rather high percentage of s o c i et i es 
go ing u nd e r liquidation were not 
investigated . 
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2 . 7 .2 Soci eties kept und.er l i qui.­
dati on proceedings f or abnormally 
l ong period.- The De lh i Co-operative 
Societie s Rules, 1973 lay down that 
winding u p procee dings o f a soc i e t y 
shall be closed wi t hin o ne year from 



the date of the order of winding up 
unless the period is extended by the 
Registrar . Further, the Registrar 
shall not grant any extension for a 
period exceeding six months at a 
time and three years in the 
aggregate and s hall immediately 
after the expiry of three years from 
the date of the order for winding up 
deem that the liquidation 
p roceedings have been terminated if 
there are no amounts due to t he 
Government or the financing bank by 
t he society , and pass an order 
terminat ing the liquidation pro­
ceedings . 

Exact number of societies 
under liquidat i o n for more than 
three years could not be ascertained 
as the dep a rtment was not 
ma i ntaini ng any centralised record 
with detailed particulars. The 
department stated that societies 
under liquidation were allotted to 
various liquidators as per orders 
from time to time and that 
liquidation f i les and records were 
maintained by t he concerned liqui­
dator . I t was, howeve r , seen from 
t he stati st i cal data compiled by the 
department that eight societies had 
b een under liquidation for mor e tha n 
15 years. 34 societies had been 
u nder liquidat ion for more than 
three years, though no amount was 

Category of societies 

Industrial 
Co-operative Sto res 
Package 

Total 

The department stated that 
t hese f i gure s were collected f rom 
t he records a vailable in the 
department and that these might not 
r eflect complete true position . 
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due to Government or f inanci al 
bank from these societies. The 
department stated in November 1990 
that huge amounts had been 
outstanding against most of the 
societies and whereabouts of the ex­
office bearers were not available 
with the department. Because of non-· 
recovery of outstanding amounts, the 
liquidation proceedings were not 
finalised . The department had, 
however , finalised 32 and 25 cases 
during 1988 and 1989 and 302 cases 
during 1990 . 

2.8 Outstanding share capital 

The Administration invests in 
co-operative societies to strengthen 
their share capital base. The share 
capital is required to be pai d back 
to the Administration as per refund 
schedule specified in the sanction . 
Requisite details of sanctions 
issued and amounts due for rec overy 
were not made available to Audit . 
The Department stated in April 1990 
that it was not possible to provide 
the information as the accounts 
p r ior to 1988-89 were not kept 
yearwise. 

Lumpsum dues outstanding as 
on 31 March 1990 were reported as 
under :-

(In lakhs of rupees) 

Share capital outstanding 

4.28 
33 .23 
11.01 

48.52 

out of Rs . 48.52 lakhs , 
Rs . 42.76 lakhs were due from wo r king 
societ i es including Re . 16.65 lakhs 
from Delhi Consumer Co- oper at ive 
Whole sale Stor e Limited and Rs . 6.16 
l akhs f rom the Co-oper~tive Store 
Limited New Delhi (Supen ·Bazar) and 

+ 



Re . 5. 76 lakhs from societies under 
liquidation proceedings. 

The department stated in 
April 1990 that instructions had 
be e n issued to effect recovery of 
t he ou tstanding amounts as arrears 
o f l a nd revenue, i f found necessary . 

2 . 9 Outstanding loans 

Delhi Administration sanctions 
loans t o co-ope rative societies to 

help them tide over financial 
difficulties. These loans were 
repayable to the Administ rat i on as 
per the terms and conditions 
specified in the sanct ion l e tter. 

Table below shows details of 
outstanding loans against v a r i ous 
cat egories of societies since 1957-
58 . 

< in lakhs of rupees 
Category of Societies Amount Interest 

Package Societies 
Industr ial Societies 
Co-opera tive Stores 

Total 

These loans were due for 
repayment on the expiry of specified 
pe riod. 

Of Rs. 34. 70 lakhs outstanding 
f or recovery , Rs.4.20 lakhs 
pertained to the societies under 
liquidation. It was, however, 
observed that the figures for loans 
mentioned in official compilation 
"Facts and figures" for the same 
period were Rs.37.28 lakhs. Differ­
ence of Re. 2. 58 lakhs remained 
unexplained. 

Th€ depa: ~ment stated that the 
amounts due: would first be recovered 
in norma l course failing which 
provision for recovering the amount 
as arrear of land revenue would be 
resorted to. 

2.10 Outstanding dividend 

due 

2. 10 
5.15 

27 . 45 

34.70 27 .8~ 
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The Delhi Co-operat i ve 
Societies Act, 1972 and Delhi Co­
operativ e Societies Rules, 1973, 
provide for distribution of prof its 
of a co-operative society t o its 
s hare holders as dividend. No ret ­
urns were prescribed by the depart­
ment for regular collection of divi­
dend on Government investment from 
the societies earning profits nor 
were systematic records kept on 
this account. 

It was noticed that Centra l 
Government Employees Consumer Co­
operative Store (Kendriya Bhandar) 
and Delhi Co-operative Fruit and 
Vegetable Consumer Federation 
Limited, Mehrauli had declared 
profits. Dividend as under had 
become due to the Admi nistration 
from them. 

I 



.~ 

Year Amount due 
(in lakhs of rupees) 

1986-87 
1987-88 
1988-89 

Total 

The dividend due had not been 
r ecovered nor was there any record 
to show whether any action was taken 
t o recover the dues. 

2.11 Elections 

Category of No.of soci-
societies eties work-

ing 

Package 395 
societies 

Co-operative 481 
stores 

Group 1,941 
Housing 
societies 

Urban Thrift 749 
and Credit 
societies 

It was further seen that 30 of 
the package and 40 of the co­
operative stores had not held 
elections for four years and 16 of 
the package, 85 stores, 381 group 
housing societies and 150 of urban 
thrift and credit societies had not 
held elections for more than five 
years, and 432 of the group housing 
societies had not held elections 
since their inception as at the end 
of February 1990 . As per provision, 
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1.41 
3.44 
0 . 22 

5 .07 

Position relating to holding 
o f elections in the co-operative 
societies as at the end of March 
1990 as reported by the Registrar 
was as under :-

No .of soci- No.of soci-
eties hold- eties which 
ing electi- did not hold 
ons on time elections 

within the 
prescribed 
period 

256 139 

256 225 

943 998 

601 148 

in the rules, in cases where a 
society fails to conduct election of 
its committee within the prescribed 
period, the Registrar is empowered 
to get the election of a committee 
conducted through an election 
officer appointed by him. The large 
number of societies not holding 
elections indicated that the powers 
vested in the Registrar were not 
being effectively used to ensure 

} 
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democratic 
soc i eties . 

function i ng 

2 .12 Audit in arrea r s 

of the 

2. 12 .1 The De l h i Co- ope rat i ve 
Societie s Act, 1972, p rovides t hat 
the Registra r shall a ud it or caus e 

Year No . o f r eg is-
tered soc i e -
t ies 

1984-85 5 ,980 
198 5-86 6 ,32 6 
1986-87 6, 476 
1987-88 6 ,601 
1988-89 6 , 618 

It was obse rved t hat quite a 
large number of soci e t i e s had not 
been audited for a numbe r o f years 
resulting in considerab ly he avy 
arr e a rs . The depar tme nt stated i n 
March 1990 that 591 societies 
remai ned una udited f or thr ee years 
and 1 , 701 societ i e s for four y ears 
a nd mo r e . While elaborating r easons 
f or societies not audit e d f o r fou r 
year s a nd more, the depa r tme nt 
f u r ther stated that about 900 
societ ies were e ither defunc t or 
traceless. 

The co-operat ive movement owes 
its origin and development to t he 
initiative, guidance and he lp o f t he 
State and this accounts f or t he 
Regis trar being sole l y respons ible 
for audit o f co-oper a tives . It is 
t hr ough audit s crutiny t hat he 
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to be audited the accounts of every 
co-operative .society a t least once 
in each year . Detai l s of audit 
conduc ted are given in the table 
below :-

No.of socie- Percentage of 
ties a udited of s ocieties 

1 7 

audited 

1, 2!::5 21 
3, 193 50 
2, 173 34 
2,011 30 
1 , 620 24 

measures the state of the financial 
we l l being of a co-operative . This 
explains the statutory emphasis on 
audit at least once in each year . 
The huge pendency was not only 
negating the statutory provision but 
a l s o was fraught with the 
possib i l i ty of serious irregu­
l arities . Thus the main purpose of 
prevention and detection of errors 
and frauds s t ood jeopardised in 
r espect of soc ieties remaining out 
o f audit scrutiny for long. 

2.12.2 T,he Delhi Co-operative 
societ ies Rules, 1973, provide that 
a co- operative s ociet y shall pay on 
or before 31 Marc h o f each year an 
audit fee at such rates as may be 
fixed by the Regist rar . There were 
heavy arrears of outstanding audit 
f e e a s detailed below : -



Year Fee due Assess-
as per aent for 
opening the year 
balance 

1984-85 7.00 3.70 
1985-86 6.40 5 . 70 
J.986-87 8.10 4.30 
1987-88 8.60 5 . 80 
1988-89 10.40 4 . 50 

The department stated in April 
1990 that there was no provision 
for penalties for non payment of 
dues. This had caused heavy 
arrears. The departme nt did not 
elaborate steps taken to provide for 
the remedial measures statutory or 
otherwise. 

2.13 Departmental aanual 

The Delhi Co-operative 
Societies Act, 1972, and the rules 
made thereunder came into force in 
1973 and yet the department had no 
manua l for the guidance of al l 
concerned which was essential for 
coordination and uniformity of 
action. 

Delhi 
The matter was 

Administration 
referred 

and 
to 

the 
Ministry of Agriculture in September 
1990 . The Ministry stated in March 
1991 that they had no comment to 
offer and requested Audit to obtain 
the view of Delhi Administration on 
the review. No reply has, howeve·c, 
been received- from the Delhi 
Adminis tration (March 1991). 

3. Delhi 
Agency 

Energy 

3.1 Introducti on 

Development 
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(in lakh• of ru2ees) 
Total Reco v- Clos-

ered ing 
during bala-
the a nee 
year 

10.70 4.30 6 . 40 
12.10 4.00 8.10 
12.40 3 . 80 8 . 60 
14 . 40 4.00 10 .40 
14.90 4.10 10.80 

In order to implement energy 
schemes both in the rural and the 
urban areas, Delhi Energy D~ve­

lopnient Agency (Agency) was esta­
blished by Delhi Administration in 
February 1984 under the Societies 
Registration Act, ·1860. The main 
aims and --Objectives of the Agency 
are to: 

(i) i dentify the beneficiaries and 
their problems with regard to 
energy i n the Union Territory 
o f Delhi; 

( ii) draw up model plans for the 
investments, and execution of 
integrated energy prograIMles; 

(iii) execute various pilot projects 
o f non-conventional and con­
ventional energy sources; 

(iv) organise and arrange suppl ies 
o f energy devices like solar 
cookers , wind mills , biogas 
p l ants and other energy saving 
e quipments ; and 

(v ) arrange and organise extension 
and demonstration services to 
e ducate the public about u s es 
and working of different ~ypea 
o f energy s ystems and devices. 

' .4 



3.2 Scope of Audit 

The records of the Agency 
from 1983-84 to 1989-90 were test 
checked in Audit during May to July 
1990 u nder Section 14(1) of the 
Comptroller and Auditor General 
(Dut i e s , Powers and Conditions of 
Service) Act, 1971. 

A draft review was issued to 
the Ministry of Energy/Delhi 
Administration in September 1990 . 
Reply has not been received 
(February 1991). 

3.3 Organisational set up 

Delhi Energy Development 
Agency is managed by a Governing 
Body consisting of Chairman and 
seven members. The Development 
Commissioner, Delhi Administration 
is the Chairman, and Director of the 
Agency is the member secretary of 
the Governing Body. The other 
members are from the Government o f 
India, Delhi Administration, 
Municipal Corporation of Delhi, 
State Bank of India and the Delhi 
co-operative Bank. The State Bank of 
India and the Delhi co-operat i ve 
Banks were expected to prov ide 
assistance where necess ary and the 
Municipal Corporation of Delhi was 
to facilitate the act ivities of the 
Agency. 

Highlights 

The affairs of the Delhi 
Energy Development Agency were 
to be managed by a General 
Body and Governing Body. 
However, the General Body was 
never constituted and the 
Governing Body decided to act 
as the General Body. The 
aeetings of the Governing Body 
were also not held regularly 
because of insufficient agenda 
iteas. 
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The proposals for claiming 
grants froa Government of 
India and Delhi Administration 
were not realistic, as such 
there were savings every year 
ranging from rupees eight 
lakhs to Rs .141 lakhs except 
in 1988-89. At the end of 
March 1990, Rs.299 lakhs was 
lying in fixed deposits . 

Delhi Administration aimed at 
covering 70 per cent of 
Delhi's population .(about 
seven lakhs families) to adopt 
improved and non-conventional 
sources pf energy at the end 
of the Seventh Plan. There 
was no record to indicate the 
number of families which were 
adopting the improved and non-
conventional 
energy. 

sources of 

As many as 631 solar cookers 
and 134 domestic solar water 
heating systems worth Rs.13 . 35 
lakhs were distributed by the 
Agency free of cost for 
demonstration purposes, on 
which a subsidy of Rs.5.89 
lakhs was obtained from the 
Government of India and the 
Delhi Administration. However, 
there was no feed back 
r elating to the performance of 
these devices . 

The surveys conducted by the 
Agency during 1988-89 indica­
ted that only 25 per cent of 
the 159 biogas plants, 31 per 
cent of the 115 domestic solar 
water heating systems and 62 
per cent of the 95 wind mills 
were working satisfactorily . 
The . subsidies utilised parti­
cularly Rs.4.47 lakhs on 119 
biogas plants which we:i:-e not 
working was unproductive. 

Out of the five biogas engines 
purchased at a cost of Rs.2.50 
lakhs during 1985-86 and 1986-



87, only one had been 
installed for demonstration. 
The remaining four had been 
lying i d l e (November 1990). 

Government of Ind ia r eleased 
Rs.3.50 lakhs and Rs .0 . 90 lakh 
for conducting demonstrat i on -
cum- training programme for 
the popularisation o f solar 
cookers and for the t r aini ng 
of construction of b iogas 
plants respectively . No train­
ing was provided i n respect of 
biogas plants and the r e were 
no recor d s relating t o 
training or demonstrat i o n of 
solar cooker s . 

A sum of Rs .15 . 71 lakhs due 
from the beneficiaries o f 
biogas plants and domes t i c 
solar water heating systems 
for the period 1984-89 had not 
been recove r ed . 

Procedure had not been e volved 
for monitoring and col l ection 
of energy 
users of 
systems 
Agency. 

saving data f r om the 
solar water heating 
installed by the 

Out of 30 tropicul to r s 
(improved bullock carts) pur~ 

chased, at a cost o f Rs . 3 . 38 
lakhs in 1983-84 , only two 
were sold. 22 tropi cultor s 
were defecti ve . 

Out of the three wind 
generators purchased at a cost 
of Rs . 4 . 80 lakhs in 1985-86 
and 1986-87, only one 
generator was installed and 
that too had not been working 
from June 1987 . The remaining 
two generators had been lying 
idle . One solar thermal pump 
purchased at a cost of Rs . 4 . 50 
lakhs for drawing water and 
installed for demonstration 
purpose had not been working 
from March 1989 . 
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Out o f the 1,643 solar stills 
purchased and installed at a 
cost o f Rs . 18 . 84 lakhs for 
p r oviding distilled water, 500 
sol a r stills valuing Rs. 5. 70 
lakhs had been lying broken/ 
damaged and had not b e e n 
r e paired. 

The Agency entered into an 
agreement with a doct or from 
Pa tna for setting up a 300 KW 
power g enerato r p l ant b a sed on 
his newly develope d techno­
l o gy • The Agency did not 
verify the antecedent s and 
c l aims of the inventor fo r 
p rod uci ng gas power f rom 
cellulosi c waste s. The claims 
o f the inventor could not be 
proved and the project had 
been aba ndoned in February 
1988. Thus the enti re 
exp enditure of Rs. 10. 87 l akhs 
on the project i ncurred by the 
Agency had been i nfructuous. 

As a measure to c o ntrol 
pollution and p r ovide no ise­
less mode of tran sport in the 
congested areas o f De lhi, a 
r egular b a tter y bus servi c e 
known as 
introduced 
J une 1985 . 

'ele~t1 avan ' was 
by the Agency i n 

As on 31 December 1989 the 
Agency h a d a fleet of 101 
buses. Against t he average run 
of 60 kms projected by the 
Agency, t he average r un per 
day p e r bus ranged f rom 8 . 43 
t o 17 .14 kilometers from June 
1985 t o De c ember 1989. On an 
average 60 to 70 per cent of 
t he b uses had been off the 
road sinc e inception o f the 
s cheme mainly d ue t o non-
a va ilabil ity of park ing 
facilities and charging 
statiops. 

Fr eque nt failure of chopper 
controllers also contributed 
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to poor performance of buses. 
Of 75 to 105 choppers, 43 to 
63 remained with BHEL for 
repairs from May 1988 to 
Feb r uary 1990. 

Though the supply of buses to 
the Agency was gradual during 
1985-90 , effective steps were 
not taken to provide adequate 
parking facilities and to 
solve the problem of frequent 
failure of chopper contro­
l lers . ·with a view to make the 
scheme a success, necessary 
infrastructure needed has to 
be developed. 

Though with the 
of the buses 

modification 
and with 

provision of extra battery in 
each . bus , there was an 
i mprovement in the kilometer 
run yet 21 modified buses were 
not provided with an extra 
battery each reportedly due 
to the non-availability of 
batteries. The records 
revealed that the Agency had 
purchased 30 batteries during 
July to October 1989 which 
remained unutilised. 

Failure to obtain exemption 
f r om Central Excise duty 
resulted in avoidable payment 
of Rs.8.46 lakhs. 

43 sets of traction batteries 
costing Rs.22.70 lakhs had 
become unserviceable as these 
were lying disused for periods 
rRng i ng from 40 to 57 months. 

During 1986-87, revenue 
realised on account of sale of 
tickets was short credited to 
Agency's account by Rs.l.01 
lakhs. 

There was a fire at Loni Road 
Depot in November 1986 
resulting in loss of cash and 
valuables. Neither First 
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Information Report was lodged 
with the police nor any 
records relating to the loss 
were available with the 
Agency. 

The battery bus service s c heme 
as conceived was economically 
viable envisaging a profit of 
Rs.15 per bus per day. 
However, due to lack of infra­
structure and proper super­
vision, the Agency had susta­
ined losses to the extent of 
Rs.124.98 lakhs as on 31 March 
1989. 

Non-constitution 
Body 

of General 

3 . 5.1 The rules and regulations 
of the Agency originally framed 
along with the Memorandum of 
Association specified that there 
should be a General Body, the 
meetings of which should be held 
after 'every one year . However, the 
General Body of the Agency was never 
constituted. In March 1989 the 
Governing Body decided that there 
was no need for a General Body and 
that the Governing Body might be 
treated as the General Body. 

3. 5. 2 The Governing Body which was 
to meet once in a month upto March 
1989 and thereafter once in three 
months had met only 22 times against 
the requirement of 64 meetings 
during 1983-84 to 1989-90. The 
Agency stated (June 1990) that the 
Governing Body did not meet f o r the 
required number of times because of 
insufficient agenda items. 

3.6 Financial position 

As per records made available 
to Audit, the receipt of funds from 
Government of India and Delhi 
Administration and the expenditure 
incurred (exc lusive of Battery Bus 
Service) during 1983-84 to 1989-90 
were as under : 



====================~============================================ 

Year Funds receiv ed from 

Delhi Amount Total Total Govern­
ment of 
India 

Adminis-received receip- expe-
Amount 
unuti­
lised 

Perc­
enta­
ge of 
grant 
unuti 
lised 

tration from ts ndit-
benef i- ure 

1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 

( 

6 . 90 
20.49 

138.75 
50.76 
58.14 
85.12 
43.70 

i n 

10.00 
65 . 00 

205.00 
219 . 98 
148.00 
165 . 00 
357.70 

ciaries 

1 a k h s 

0.58 
6.65 

14.75 
22.62 
23.42 
29.50 

of 

17. 48 
92. 14 

358 . 50 
293.36 
229 . 56 
279 . 62 
401.40 

r u p e e s 

9.13 
67 .21 

217 . 41 
243.92 
170. 49 
303 . 70 
325 . 02 

8 . 35 
24.93 

141. 09 
49.44 
59 . 07 

-24 . 08 
76 . 38 

48 
27 
39 
17 
26 

19 

) 

Total 403 . 86 1,170.68 97.52 1 , 672.06 1,336.88 335.18 
================================================================= 

The Agency had invested 
savings ranging from Rs . 21 . 45 lakhs 
to Rs.299 lakhs in fixed deposits 
during 1984-85 to 1989-90 and earned 
i nterest of Rs.39.39 lakhs 

The Agency as a prac tice 
invested savings, eac h year, in 
f ixed deposits, the period o f fixed 
depos i t varying from about two and 
ha lf months to one ye ar. At the end 
o f 1989-90, Rs . 299 lakhs were lying 
in fixed deposits . It was thus 
obvious that unrealistic proposals 
were made for claiming the grants 
from the Government of India/Delhi 
Administration and the grants were 
not being utilised for the purpose 
for which these were sanctione d. 
Government of India and the Delhi 
Administration als o did not monitor 
at the time of releasing the 
s ubse quent grant to e ns ure that 
funds released earlier were properly 
utilised. 

The Agency s tated (January 
1991) that the gra nt s were deposi­
t ed in fixed depo s i ts as the 
activ ities of the Agenc y we re such 
that payme nt t o the supplie rs could 
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n ot be made in certain cases 
ob serv ing the perfo rmance 
devices for one year . 

without 
of the 

3.7 Implementation o f s chemes 

3 . 7.1 As per the e stimates of Delhi 
Administration, in 1983-84, Delhi 
had 10 l a khs f amilies. Delhi 
Admi nist ration had hoped that by the 
end of t he Seventh Plan, 70 per cent 
o f Delhi ' s population wou l d be 
be nefited by the improved and the 
new co nvent iona l and non­
conventional sources of energy, 
i nc luding solar energy equipments . 
The Age nc y had no record to inaicate 
the number o f families adopting the 
improved and the new conventional 
a nd non-conventional sources of 
e ner gy. Thus no evaluation mechanism 
was deve l oped to assess the extent 
o f s uccess o f the energy development 
effor t o f the Agency. The scale o f 
act i v ities of the Age ncy was limited 
and it could not . cove r 70 per cent 
of Delhi' s populat ion. 

3 . 7.2 The main s chemes o f the Agency 
we re I nteg r ated Rur al Energy 
Programme (IREP ) and Non-conve n-

I 
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t i onal Urba n Energy Progranune 
(NCUEP) . The s cheme o f IREP was 
i ntroduce d by t he Planni ng 
Corrunission which p r ovide d t he 
framework f or inve stment planning 
a nd optimum a llo cation of r e sou r ces 
f o r meeting rur a l energy needs in a 
c ost e ffective manne r through t he 
cost mix of various ener gy 
programmes . The scheme of NCUEP 
provided the use o f no n-convent i o na l 
energy devices i n urban areas for 
saving conventional ene r gy . Under 
t he s e t wo schemes , t he s ale/ 
inst allation of various sol ar or 
other device s was carried out . 

3 . 7.3 S ale of solar c ooker . - The 
scheme of s a l e of solar cooker a t 

subsidized rates was started by t he 
Agency in 1983-84. The Agency was 
getting subsidy at Rs.150 per solar 
cooker from Government of India and 
40 per cent of the cost o f cooker 
minus subsidy was met by the Agency 
out of funds prov ided by Delhi 
Administration under IREP and NCUEP 
schemes. The yearwise subs i dy 
received from Government of India, 
Departme nt of Non-Conventional 
Energy Sources (ONES) , expenditure 
met by the Agency and targets and 
achievements during 1983-84 to 1989-
90 were as under :-

----------------------------------------------------------------------------------------------------
Year Amount of Expenditure Target Achieve-

subsidy me t by the aent 
r ecei ved Agency 

( in lakhs o f Rupees ) 

--------------------------------------------------
1983-84 2 . 00 0.21 200 71 
1984- 85 2 . 25 6.42 2,400 649 
1985-86 0 .82 5.28 4,00 0 1,883 
1986-87 2.32 5.78 4,500 2,348 
1987-88 4.17 6 . 76 4,500 3,427 
1988-89 4.19 9.16 4,500 3 , 440 
1989-90 0.90 9 . 66 4,500 3 , 594 

Total 16 . 65 43 . 27 24 , 600 1 5 , 4 12 

================================================== 

Though sale o f sola r cooke r 
was subsidised by 40 per c ent , the 
achievement f i gures would indicate 
that des pite the subsidy, the Agency 
fa i l e d t o popu larise the dev i ce. 
Further, it was s een that out o f 508 
s o lar cooke rs lying i n s tock 
(December 1990), 372 solar cooke rs 
valuing R~.2.27 l akhs were defective 
(November 1990). 

The Agenc y stated (Janua ry 
1991) that the target o f 15 , 412 
cookers c ould be a chieved inspite of 
the fact that it was at the init i al 
stages of populari sation. It added 
that due to l ong storage and haul i ng 
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from one place to 
glasses of s olar 
broken. 

anot her, the 
cookers were 

The Agency, for demonstrat i on 
purposes, distributed 631 solar 
cookers, costing Rs.4 . 39 lakhs , 
during 1984-90 free of cost . The 
Agency obtained a subsidy of Rs . 0 .95 
l akh and Rs.1.38 lakhs from ONES and 
Delhi Adminis tration respectively 
for these cookers. It was noticed 
that there was no feedback on the 
use of these cookers . 

It was noticed that one of the 
conditions for the sale of solar 



cooker was that the implementing 
agency should get proper feed back 
from t he users of the cookers and 
there should be training programmes 
f or village artisans for repair of 
cookers. The Agency did not have any 
such programme. The Government of 
India , however, conducted sample 
surveys in 1988 and 1989 in respect 
o f s olar cookers sold by the Agency, 
but such reports were not available 
with the Agency. In order to know 
the genuineness of the sale of solar 
cookers, sale inspection from 
October 1988 was done by the Agency. 
The reports in respect of inspection 
of 2,460 cookers sold during 1989-90 
revealed that in the case of 201 
cookers either the beneficiaries 
re fu sed to have bought the cooker or 
t heir addresses were wrong. The 
report of checking done in respect 
of sale of cookers during October 
1988 to March 1989 was not made 
a vailable to Audit (November 1990). 

The Agency stated (January 
1991) that in the second checking 
there were only 30 to 40 cases where 
the beneficiaries could not be 
found . 

In March 1984, Government of 
India (ONES) sanctioned Rs.4.43 
lakhs for undertaking training- cum­
demonstration programme for popular­
isation of solar cookers and 
released rupees two lakhs for the 
purpose. The Agency did not engage a 
training officer who was to be 
appointed on a salary of Rs. 1, 500 
p.m . for one year. There was no 
record to show the number of 
training classes held or the number 
of demonstrations made, though the 
utilisation certificates furnished 
to ONES showed an expenditure of 
Rs.1.40 lakhs against the release of 
rupees two lakhs. The balance o·f 
Rs.0.60 lakh was also got adjusted 
against the subsidy due on account 
of sale of solar cookers for 1985-
86. In August 1986, Government of 
India again released Rs .1. 50 lakhs. 
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The Agency had also obtained 
subsidy of Rs.4 . 19 lakhs and Rs.0 . 90 
lakh for 1988-89 and 1989-90 
respectively, without submitting the 
utilisation certificate. 

3.7.4 Installation of biogas 
plant.- The Agency in 1984 began a 
scheme to popularise t he 
installation of biogas plant . The 
scheme envisaged a central subsidy 
at specified rates for varying 
capacities of plants. The Agency 
raised the quantum of subsidy and 
received grant-in-aid accordingly 
from Delhi Administration . In al l, 
between 1983-84 and 1989: 90 , the 
Agency had spent the s ubsidy of 
Rs. 4. 7 3 lakhs, received from ONES 
and Rs.26 . 14 lakhs provided by Delhi 
Administration. The Agency had 
planned construction o f 680 b i ogas 
plants during 1983-84 to 1989-90 but 
was able to .construct 318 plants. 

The Agency stated (June 1990) 
that the shortfall was due to 
urbanisation, less number of cattle, 
high cost of land and availability 
of LPG gas. A sum of Rs.6.19 lakhs 
remained unrecovered from the bene­
ficiaries. In 100 cases the bene­
ficiaries were not sanctioned bank 
loans, on account of the Agency's 
failure tO give ·the completion 
certificates. This directly led to 
non-recovery of share amounting to 
Rs.4.73 lakhs from the benefici­
aries. In 29 cases the non-recovery 
of the share amounting to Rs .1. 46 
lakhs was, as stated by the Agency, 
on account of banks not sanctioning 
the loan inspite of possessing 
completion certificates from the 
Agency. 

The Agency stated (January 
1991) that even after completion of 
the plants, the beneficiaries did 
not complete the papers and submit 
them to the bank . It was, therefore, 
decided that tripartite agreement 
should be executed among the Agency, 



bank and beneficiary for facili­
tating the recovery. 

The Government of India 
sanctioned grant of Rs.0.90 lakh 
(1984-86) for providing refresher 
training course and construction­
cum-maintenance training course. No 
training programme was carried out 
and the amount was refunded in 
December 1990. 

The survey of 159 out of 233 
plants (installed during 1983-88) 
conducted by the Agency in 1988-89 
revealed that only 40 plants (25 
per cent) had been working. The 
remai.ni.ng 119 plants had not been 
functioning and subsidy of Rs.4.47 
lakhs paid for these plants was thus 
rendered infructuous. 

The Agency stated (January 
1991) that due to rapid 
urbanisation, decreasing number of 
cattle heads, acquisition of LPG 
connections, diminishing agriculture 
land, the plants which had been 
functioning just after their 
installation had become redundant. 

3.7.5 Community biogas plants.- The 
scheme . also envisaged construction 
of community biogas plants with a 
capacity of 45 cu.m. and above, for 
meeting the fuel need of 25 and more 
families. For claiming the subsidy 
for the construction of community 
biog as plants, approval from ONES 
~as to be obtained. During 1985-86, 
the Agency constructed six community 
biogas plants of 60 cu.m. at a total 
cost of Rs . 9.31 lakhs without taking 
approval from ONES or the Delhi 
Administration. The expenditure on 
these plants was 
provided by the 
tration for other 

met from funds 
Delhi Adminis­
energy schemes. 

Four plants were constructed at a 
cost of Rs . 1.95 lakhs without 
inviting tenders. The Agency stated 
(January 1991) that tenders for 
construction were not invited in 
order to save time and that ex post 
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facto sanction had now been taken 
for the expenditure. Four of the siK 
plants for which defective gas 
holders were purchased at a cost of 
rupees two lakhs stopped working 
from October 1988 due to leakage. 
The gas holders in three plants were 
replaced by incurring an extra 
expenditure of Rs.1.71 lakhs. The 
three plants started working from 
April 1989, March 1990 and October 
1990 respectively but the fourth 
plant has still not started working 
(November 1990) due to the non 
supply of the gas holder. 

The Agency also constructed 25 
other small biogas plants and one 
latrine based plant at a cost of 
Rs.5.22 lakhs in six villages during 
1985-86 to 1989-90 under · the 
community biogas scheme. out of 
these 26 plants, six plants were not 
working; three remain~d idle owing 
to non-supply of holders and another 
three due to lack of initial feeding 
(Noveinber 1990). 

The Agency purchased five 
biogas engines for Rs.2.50 lakhs in 
1985-86 and 1986-87. Except one set 
which had been installed in the 
Energy Complex, Libaspur, all other 
engines had been lying idle; three 
since the date of purchase and one 
since September 1989. 

The Agency stated (January 
1991) that biogas engines (gene­
rating sets) were expected to be 
used in Gazipur Complex by conver­
ting residual gas. into electricity. 

3.7.6 Solar water heating system .­
The scheme of installation of solar 
water heating system was started 
during 1983-84. Government of India 
allowed· subsidy at varying rates to 
different categories of users of the 
system. The remaining cost was to 
be borne by the beneficiaries. The 
Agency also shared 16.67 per cent 
upto 1987-88 and 20 per cent from 
1988-89 of the cost of institutional 



systems and Rs.1,500 on domestic 
systems out of the funds provided by 
the Delhi Administration under 
IREP/NCUEP. Out of 580 domest i c 
systems installed during 1983-84 to 
1989-90, 134 systems costing Rs . 8 . 96 
lakhs were installed without 
obtaining the beneficiaries share of 
Rs.3.22 lakhs. Of these, 34 systems 
costing Rs. 2. 58 lakhs did not even 
have the approval of the Governing 
Body. These installations were 
stated to have been done for 
demonstr~tion purposes . However, 
there was no policy for selecting 
the residences for installation of 
~heee systems for demonstration 
purposes. The persons in whose 
residences these systems were 
installed included members of the 
Governing Body. The Agency stated 
(January 1991) that ex post facto 
approval of the chairman would be 
obtained. 

To obtain some feed back, in 
February and December 1989, the 
Agency sent 45 and 240 cards 
respectively to the users to know 
the performance of systems 
installed. Out of 18 cards received 
the performance of one of the 
systems was shown excellent, six 
very good, five satisfactory, one 
good ~nd four poor. one user could 
not ascertain the performance. No 
reply from 267 users was received 
(November 1990). 

However, a survey report 
(April 1986) conducted at the 
instance of ONES by the Indian 
Association for the Advancement of 
Science brought out that out of 115 
systems surveyed, only 36 (31 per 
cent:) were working satisfactorily. 
The survey indicated that many of 
the' faults could have been avoided 
if guidelines issued by ONES on 
systems were adhered to. However, no 
follow up action had been taken by 
the Agency (July 1990). 
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It was noticed that out of 
Rs.13 . 44 lakhs due to be recovered 
in respect of the installation of 17 
institutional systems, the Agency 
had recovered Rs.3.92 lakhs and 
balance of Rs.9.52 lakhs remained t o 
be recovered (January 1991). 

One of the conditions 
prescribed in the grant of Govern­
ment of India for installation of 
the systems was that the imple­
menting agency was to monit:or the 
functioning of systems for a period 
of over five years and to collect 
data on saving of energy. However, 
no procedure was evolved for 
monitoring and collection of energy 
saving data from the users. 

3.7.7 Sale of tropicultors 
During 1983-84, the Agency purchased 
30 tropicultors with cart frame 
(improved bullock carts) at a cost 
of Rs.3.38 lakhs under IREP. The 
Agency sold two tropicultors upto 
1984-85 at subsidised rate. The 
remaining 28 tropicultors valuing 
Rs.3 . 16 lakhs had been lying in 
stock. However, stock position shown 
to Audit (July 1990) indicated that 
22 tropicultors were defective. The 
expenditure on these tropicultors 
became infructuous. 

The Agency stated (January 
1991) that the matter regarding 
disposal of tropicultors was under 
consideration. 

3.7.8 Non working of solar ·thermal 
pump and wind generators • - To 
provide electric connection and lift 
water, the Agency purchased ~hree 

wind generators at a cost of Rs.4.80 
lakhs and one solar thermal pump at 
a cost of Rs.4.50 lakhs during 1985-
86 and 1986-87. out of the three, 
one wind generator was installed in 
Kanganheri Energy Complex for demon­
stration which had not been working 
since June 1987. The other two wind 
generators though installed in 
January 1988 had not been 
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commissioned (Ja nuary 1991 ). The 
solar thermal pump instal led in 
Bakoli for demonstration purpose was 
also not working since March 1989 
(December 1990) . The Agency stated 
(Januar y 1991) that the generator 
had gone out of order due to a s torm 
and the pump was under 
rectification . 

3.7.9 Instal lation of solar s t ills.­
The scheme of instal lation of solar 
stills was s tarted by the Agency in 
1984-85 . Solar stills is a dev i c e 
from which distilled wate r can be 
obtained. The Government of India 
provided cent per cent subsidy for 
the purchase of solar stills. In 
all 1,643 solar stills wera 
purchased and installed at a cost of 
Rs.18.84 lakhs, inc luding a subsidy 
of Rs.13.64 lakhs. 

All these solar stills 
installed in energy complexes 
demonstration purposes and 
providing distilled water for 
battery bus service . 

were 
for 
for 
the 

Out of the 1,643 solar stills 
installed, 500 solar stills valuing 
Rs . 5.70 lakhs had been lying 
broken/damaged since 1987-88 and 
1988-89 . The Governing Body in i ts 
meeting in October 1989 approved the 
repairing of these stills. 

The Agency stated (January 
1991) that breakage of stills was 
mainly due to stormy wind and fire 
i n a battery bus depot and action 
for their repair had been initiated. 

3 .7. 10 Installation of win d mills . ­
Installation of wind mills was 
started in 1983-84. Up to 1984-85, 
the wind mills were prov ided by ONES 
and the expenditure on civil works 
was met by the Agency. From 1985-86 
ONES issued sanction for Rs . 3 . 80 
lakhs for the purchase of 25 wind 
mills by the Agency. The Agency was 
to bear 40 per cent of the 
expenditure on the civil works and 
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the remaining 60 per cent was to be 
borne by the be nefic iaries. It was 
seen that against the target of 110 , 
only 95 wind mills had been 
i nstalled during 1983-84 to 1989-90 
at a cost of Rs.18.04 lakhs of whi c h 
Rs . 5. 2 3 lakhs had been received as 
grant-in-aid f rom ONES . 52 of the 95 
wi nd mills were installed for 
demonst ration purposes in energy 
c omplexes o f the Agency or Govern­
ment offices / departments and the 
remai ning 43 wind mills were 
installed in priv a t e firms. 

Though s urvey on the working 
of wind mills had been conducted by 
the officers of ONES from time to 
time , yet no report o f survey was 
available with t he Agency . However, 
the inspection of wind mills 
conducted by the Agency (July 1990 ) 
revealed t hat out of the 95 wind 
mills installed upto March 1990, 59 
wind mills ( 62 per cent) were 
working and the remaining 36 wind 
mills were not working. 

The Agency stated (January 
1991) that six wind mills had since 
been repaired , five were under 
repair and rema i ning 25 were 
irrepairacle. 

3.8 Synpyrol project 

On the claim of a 
doctor/inventor that he had 
developed a new technology of 
producing gas/power from cellu l osic 
wastes, the Agency entered into an 
agreement with him to set up a 300 
KW power gas generation plant based 
on his technology. The plant never 
came up. The expenditure of Rs.10 .87 
lakhs incurred on the project proved 
infructuous . The details of the case 
are given below: -

In March 1986 a doctor/ 
inventor from Patna who c laimed 
development of a new technology , 
termed by him as s ynpyrol for 
producing gas/power from cellulosic 



wastes, approached the Agency with a 
proposal to set up 300 kw power 
generation plant based on his 
technology on a pilot basis. The 
estimated cost of the project was 
Rs. 2 8. 7 3 lakhs. The Agency appro­
ached DNES in March 1986 for the 
approval of the project as a joint 
project of the Agency and DNES. In 
their letter of March 1986 DNES 
while reacting favourably to the 
proposal advised the Agency to 
safegurad Government's interest and 
send back the proposal to them for 
examinat·ion along with the reply to 
the points raised thereon. The 
Agency deputed a team of three 
officers in April 1986 to Buxar to 
know the technology of the plant 
being run by the inventor. The 
team, however, did not submit any 
report . 

The Agency, without the final 
approval from DNES1 entered into an 
agreement with the inventor in April 
1986 in which it was, inter alia, 
agreed that Rs.10 lakhs would be 
paid by the Agency to the inventor 
for supplying the machinery by him. 

In May 1986, the Agency made 
an advance of Rs. 2.50 lakhs on the 
basis of the resolution of the Board 
of Directors of the firm owned Qy 
the inventor stating that the firm 
undertook the guarantee of the 
inventor for advance he was taking 
from the Agency. The financial 
position of the firm was, however, 
not examined by the Agency. The 
Agency set up a project at Bakoli, 
Delhi and incurred an expenditure of 
Rs.10.87 lakhs during May 1986 to 
February °1987 including payment of 
Rs. 6. 85 lakhs made to the inventor 
on account of purchase of plant and 
machinery by him, cost of 
construction of a shed: Rs.2.19 
lakhs and electrification of 
project: Rs.0.94 lakh. The plant, 
however, \did not start functioning 
and no electricity had been 
generated. 

28 

In order to examine the 
technology, feasibility and the 
viability of the project, the Agency 
constituted in October 1987 a 
technical committee, consisting of 
scientists from Pune, Dehradun, 
Bombay and Delhi as well as officers 
of DNES and the Agency. The members 
of the committee were not convinced 
about the technical feasibility of 
the invention. The Agency also sent 
its project officer to ascertain the 
status of similar projects of the 
inventor at other places . The report 
of the project officer indicated 
that the synpyrol project of the 
inventor was not functioning 
anywhere. The project was abandoned 
in February 1988. The assets 
supplied/installed by the inventor 
had been lying idle and some of them 
lying in open had been damaged. 
Thus the claims of the inventor 
could not be proved and the entire 
expenditure of Rs.10.87 lakhs on the 
proj~ct which had been incurred in 
haste · by the Agency had become 
infructuous. 

The Agency stated (January 
1991) that the matter regarding 
legal proceedings against the 
inventor was being examined in 
consultation with legal adviser. 

3.9 IREP planning cells 

In order to develop planning 
and institutional capabilities in 
the State/Union Territories at the 
state, district and block levels for 
preparing and implementing area 
based rural energy plans, Planning 
Commission approved setting up of 
integrated rural and energy planning 
cells. 

The Agency had created a cell 
in Alipur block during 1983-84 and 
Najafgarh, Nangloi, Mehrauli and 
Shahdara in 1984-85. In 1987-88 and 
1988-89, Planning Commission 
reimbursed the Agency Rs.1.45 lakhs 
and Rs.2.13 lakhs respectively for 
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setting up the !REP planni•g cells. 
However, project report for none of 
the projects has been prepared even 
after five to six years . 

The Agency stated (January 
1991) that survey of Najafgarh block 
was under progress and the report of 
Alipur block was under review. 

3 . 10 Battery bus service 

3 . 10. 1 As a measure to control 
pollution and provide noiseless mode 
of transport in the congested areas 
of Delhi, the Department of Non­
Conventional Energy Sources (ONES), 

Ministry of Energy provided one 
battery bus known as "electravan" in 
February 1985 to the Agency for 
monitoring its performance _ 
Thereafter a regular bus service wr ­
introduced by the Agency in June 
1985. 

3.10.2 Financing of the scheme 
The scheme envisaged financing on a 
50:50 basis by the Agency and ONES. 
The details of grants received and 
expenditure incurred during 1985-86 
to 1989-90 were as under :-

( in lakhs of rupees) 
===================================================================== 
Year Grants froa Grants from Miscella- Expendi- Balance 

DHES Delhi Admin- neous tu re inc- unuti-
istration receipts urred liaed 

---------------------------------------------------------------------
1985-86' 35 . 00 100.00 3.65 32 . 55 106.10 
1986-87 10.00 133.00 12.40 52.01 103.39 
1987-88 5 . 00 10.00 23.18 61.95 (-)23.77 
1988-89 32 . 00 25 . 00 30.94 83.65 4.29 
1989-90* Nil 232.00 27.36 110.32 149.04 

Total 82.00 500.00 97 . 53 340.48 339.05 

====================================================================~ 

*Provisional 

During five years ending March 
1990, ONES released grant of Rs.82 
lakhs against its share o{ Rs.170.24 
lakhs of the total expenditure of 
Rs.340.48 lakhs. 

3 .10 .3 Plying of battery buses 
The Agency placed an order with 
Bharat Heavy Electricals Limited 
( BHEL) i n June 1985 for supply of 50 
buses a nd for a nother 50 buses in 
May 1986 at the rat e of rupees two 
lakhs per vehicle exclusive of 
taxes, duties, insurance, freight, 
etc. Orders for the supply o f 99 
mor e buses were placed by the Agency 
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with BHEL in August 1989. The Agency 
received 101 buses during 1985-90 
and paid Rs.265 lakhs including all 
taxes, freight and insurance, etc. 

As on 31 December 1989, the 
Agency had a fleet of 101 buses. It 
was noticed that against the average 
run of 60 kms projected by the 
Agency, the average run per day per 
bus ranged from 8. 43 to 17. 14 kms 
during the period from June 1985 to 
December 1989 as shown in the table 
below :-



========~======================================================== 

Period 
ending 

1 

Total Ho.of bus 
days (Ho .of buses 
x days) with the 
Agency (progressive) 

2 

Total Ho.of Kms. 
run by the buses 

(p rogressive) 

3 

Average run 
per day per 
bus(in kms.) 

4 

-----------------------------------------------------------------
March 1986 3, 043 49,327 16.18 
March 1987 19,180 1,61,756 8.43 
March 1988 10,738 3 ,28,485 12.95 
March 1989 29,198 5,00,723 17 . 14 
Decef!lber 1989 27,453 3,53,548 12 . 57 
================================================================= 

The Agency stated in Februa ry 
1991 that while working out the 
average run, the number of buses 
which were off the road and other 
relevant facto rs such as breakdown, 
nonoperation of buses on certa in 
routes d ue to law and order 
problems, etc. had not been t aken 
into account l:;>y Audit. It was 
furthe r stated that charging 
capacity of 20 buses was. destroyed 
due to a f i re accident in a depot in 
November 1986. 

A test check further revealed 
that on an average 60 to 70 per cent 
of the buses had been off the road 
since inception of the scheme . The 
number of buses and the period f o r 
which these remained off the road 
till December 1989 is shown in t he 
table below : - .. 

================================================================= 
Period 
ending 

Total No. Period of buses off the road ranging from 
of buses 1 to 12 13 to 24 25 to 36 37 to 53 

------------- ------
March 1986 30 
March 1987 68 
March 1988 75 
March 1989 97 
December 1989 101 

months 

12 
57 
41 
27 
33 

months 

9 

21 
2'4 
38 

months 

8 
10 
13 

months 

5 . 

10 

================================================================= 

The Agency informed BHEL in 
June 1986 that out of the 41 buses 
procured, 13 buses were not in 
working 6rder 10 because of 
absence of chopper, one because of 
accident and two for want of 
servicing and renovation. 

In the Governing Body meeting 
held in January and March 1987, the 
Agency stated that only 23-24 buses 
were in operation and the remaining 
buses were not in operation due to 

30 

non-availability of 
charging facilities. 

parking and 

Further, the poor performance 
of the buses was attributed (January 
1990) by the Agency to frequent 
fai l ure of the chopper controller 
fitted in each bus which is a 
sophisticated electronic item and is 
imported by BHEL. Of 75 to 105 
choppers, 43 to 63 choppers remained 
with BHEL for repairs from May 1988 
to February 1990. Besides, defective 
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choppers ranging from 2 to 29 
remained lying with the Agency 
during the said period for being 
sent to BHEL for r , airs . No time . 
limit had been '_.re scribed for 
removing the defects in the 
choppers. 

The Agency s tated (February 
1991) that choppers had f ailed as 
they contai ned some imported 
co mponents and that BHEL, inspite of 
their best efforts, could not 
rectify them .due to non avai l abil i t y 
of t he components. 

Though the supply o f buses to 
the Agency was gradual during 1985-
90 , effect ive s t eps were not taken 
to provide parking facilit i es. 
Besides, the problem of failure of 
chopper controllers had remained 
unresolved. As a result the Agency 
was not only not in a position to 
run smoothly its existing fleet of 
100 buses but it had also failed to 
initiate any action for expanding 
t he facilities before the placement 
of an order with BHEL for another 99 
buses worth Rs. 350 lakhs in August 
1989 against which only one bus was 
received in Nov.ember 1989. With a 
view to make the scheme a success 
neces1?ary infrastructure needed to 
be developed. 

3.10.4 Modification of buses 
With a view to increasing the number 
of kilometers run by battery buses 
from 50 to 100 per shift of eight 
hours, it was decided to add an 
extra battery to enable quick 
replacement. For this purpose the 
Agency ordered modification of 49 
buses at a cost of Rs.12.63 lakhs. 

Against the order for 50 buses 
to be modified at Rs.7.18 lakhs, 
BHEL supplied 24 modified buses from 
September 1988 to March 1989. Extra 
sets of batteries were provided only 
in three of the modified buses . 
Though with the extra battery, the 
kilometer run of the modified buses 
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per shift improved appreciably 
(ranging from 45 to 89 kilometers), 
yet 21 modified buses were not 
provided with an extra battery each 
(May 1990). Thus the purpose for 
which the modification of the buses 
was carr i ed out was not secured . 
F~rther, the stock register revealed 
that 30 batteries purchased by the 
Agency at Rs.29.64 lakhs during July 
to October 1989 remained unutilised. 

3. 10 . 5 Avoi 1abl e payment of excise 
duty on purchase of batteries. - As 
pe r Central Excise Notification of 
June 1986 , the Agency was not 
r equired t o pay centra l excise on 
the purcha se o f bat teries by 
obtaining e xemption under the 
Central Exc ise Ru l es. Failure to 
obtain exemption from Central Excise 
duty o n purchase o f 58 battery sets 
resulted in avoidable payment of 
Rs.8. 46 lakhs. 

3 . 10. 6 Auction of traction 
batti:;~ies In October 1989, the 
Agency auctioned for Rs . 6 .12 lakhs 
43 batteries costing Rs.22.70 lakhs. 
The batteries were declared 
unserviceable in September 1989 by 
the Agency as they had been lying 
disused for a considerable period 
(40 to 57 months). 

The normal life of a battery 
is between 1, 200 and 1, 500 cycles 
covering a kilometer run between 
96,000 and 1 , 20,000. These 43 batt­
eries became unserviceable after 
being used for a run spread over 
1,000 to 31,000 kilometers . 

The Agency stated (February 
1991) that a number of batteries 
became defective due to non­
availability of charging facilities 
following the fire accident at Loni 
Road Depot. 

3.10.7 
tickets 
getting 
through 

Printing and sale of 
The Agency had been 

the bus tickets printed 
private parties by inviting 



quotations. At the beginning of each 
year, the Agency had not made any 
assessment of the requirement of 
tickets but placed orders every 
month for printing of tickets. 

Scrutiny of the records 
revealed that tickets of the value 
of Rs.13.50 lakhs in the 
denomination of 50 paise and rupee 
one were got printed during 1986-87. 
Records of printing of tickets for 
1985-86 were not made available to 
Audit. 

On the basis of tickets 
available (Rs.14.17 lakhs) during 
the year 1986-87 after taking into 
account the opening stock and 
closing stock of the tickets except 
for Loni Road Depot the records of 
which were stated to have been burnt 
in fire, revenue on account of sale 
of tickets was found Rs .1. 01 lakhs 
short credited to Agency's account. 

The Agency stated (February 
1991) that according to the Junior 
Engineer incharge of the depot 
approximate value of the tickets in 
stock on 1 April 1986 was Rs.11,000 
and the value of tickets burnt were 
Rs.22,500 approximately. The Agency 
further stated that an amount of 
Rs.10~468 was excess credited in the 
Agency's account. In the said 
account the Agency exhibited 
printing of tickets of the value of 
Rs.12.50 lakhs during the year 1986-
87. The figure of excess credit of 
Rs.10,468 to the Agency's account 
was obviously incorrect inasmuch as 
the bills paid depicted printing of 
tickets worth Rs.13.50 lakhs against 
Rs.12.50 lakhs shown by the Agency. 
Similarly, as per details submitted 
by the Agency, an amount of Rs.2,881 
was stated to have been excess 
credited during 1987-88. 

In addition to the above, a 
bill for printing of 20,000 special 
tickets in the denomination of rupee 
one and two for journeys between Raj 
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Ghat and Vijay Ghat was received 
from the printer in March 1987. The 
Junior Engineer Incharge of the 
depot acknowledged in September 1987 
that. the tickets had been re_peived 
by him in October 1986. Break up of 
20,000 tickets showing number of the 
tickets and their denomination was 
not available with the Agency in the 
absence of which total value of 
tickets could not be worked out. 
Further, no records relating to 
these sepcial tickets showing the 
number of tickets sold, amount 
realised and credited to Agency's 
account and the balance of unsold 
tickets in stock were available. 

The Agency stated that 
Rs.2,221 relating to sale of tickets 
were credited to Agency ' s account 
during 1987-88. Further action to 
destroy the balance tickets was 
being takep -as these tickets were of 
no use and the route of Raj Ghat to 
Vijay Ghat had been abandoned. The 
tickets stated to have been lying in 
stock were not shown to Audit. 

3.10.8 Fire a·t Loni Road Depot.­
Occurrence of fire at Loni Road 
Depot in November 1986 resulted in 
loss of cash and valuables. However, 
neither a First Information Report 
was lodged with the police nor were 
any ~~cords relating to the loss 
available with the Agency. The 
amount of loss was also not worked 
out and exhibited in the accounts. 

The · Agency stated (February 
1991) that the relevant file was not 
traceable and efforts were being 
made to reconstitute the file. 

3 .10. 9 Other points of interest. -
!he Agency had acquired assets worth 
Rs.49.20 lakhs during 1987-88 to 
1989-90 which were not exhibited in 
the balance sheet. 

The stock registers of all the 
five depots were not maintained 
properly inasmuch as reference to 
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bills, cost of t he goods purchased 
and progr e ssive t otals were not 
recorded. The e ntries made in the 
stock registe r were also not 
authenticated by a ny responsible 
officer . 

3 .10 .1 0 Evaluation . - Apart 
being environment ally friendly, 

from 
the 

scheme, as conceived, was econo­
mically viable as it envi saged a 
profit of Rs. 15 per bus per day . 
However, due t o failure to provide a 
suitable back up, infrastructure and 
prope~ supe rvision the Agency 
instead of earning a prof it of 
Rs.11.52 lakhs during the period 
from 1985-86 to 1988-89, sustained 
losses to the extent o f Rs .124 . 98 
lakhs. 

The Agency stated (February 
1991) that it was a conscious 
decision of the Administration not 
to increase the fare and, therefore, 
no profit could be made and that 
emphasis had been shifted to anti­
pollution and social cost benefit 
which accrue due to reducing 
pollution. 

To make this scheme success ful 
and viable it is necessary to 
organise and provide the 
infrastructure required for the 
existing and the proposed addition 
to the fleet and to plug the 
loopholes in its working . 

Directorate of Education 

'· Adult Literacy Programme 

4.1 Introduction 

Eradication of illiteracy is 
an indispensable component of human 
resource development. The Nationa l 
Adult Education Programme (now setup 
as National Literacy Mission) , which 
is administered by the Ministry of 
Human Resour ce Development, was 
introduced in the Union Territory of 
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Delhi in 1979 with the target of 
achieving complete literacy by 1990 . 

The programme aims at 
i mparting literacy and numeracy 
skills to both in urban and rural 
a reas through State Adult Education 
Programme (SAEP) and Rural Funct­
ional Literacy Programme (RFLP). It 
is meant for the people in the age 
group of 15 to 35 years who have 
been deprived of opportunity for 
education in their early years so 
that they are able to improve their 
fu nctional skills and increase their 
s ocial awareness. 

4.2 Scope of Audit 

The implementation of the 
programme, relating to eradication 
o f illiteracy, was reviewed during 
April to July 1990 in Audit. The 
records maintained by the adult 
education branch relating to the 
period 1985-86 to 1989-90 were test 
check~d. The functioning of adult 
education centres both in rural and 
urban areas was also test checked 
with reference to records made 
available to Audit. Out of 1,453 
centres functioning in April 1990, 
working of 145 centres was checked 
by Audit. 

4 . 3 Organisational set up 

In Delhi Administration, an 
Additional Director (Adult 
Education) under the overall control 
of Director of Education is respon­
sible for imple~enting the prog­
ramme. The State Education Board 
(Adult Education) under the chair­
manship of the Lt.Governor was cons­
tituted in January 1981 to assist 
and advise the Delhi Administration 
for successful implementation of the 
programme. 

4. 4 Highlights 

The National Adult Education 
Programae waa introduced in 



the Union Territory of Delhi 
in 1979 to attain complete 
literacy by 1990. However, 
owing to continuous i n'flux of 
nearly one lakh i lliterate 
adults every year i n the 
~etropolitan city in search of 
livelihood , Delhi continued 
to occupy third positi on in 
literacy in t he country for 
the last t wo decades . The 
programme aims at imparting 
litaracy and numeracy skills 
to people in the age group of 
15 to 35 years both in urban 
and rural areas through State 
Adult Education Programme and 
Rural Functional Literacy 
Programme . 

Out o f Rs . 443.86 l a khs 
allocated for the implemen­
tation of the programme , an 
expenditure of Rs.302.88 lakhs 
only was incurred during the 
Seventh Five Year Plan ended 
March 1990. Resultant savings 
ranging between 21 and 41 per 
c ent during the five years 
were attributed by the 
Director ate to non-impl emen­
tation of Jan Shikshan Nilayam 
Scheme meant for continuing 
education to nee-literates, 
shortage of supervisory staff 
and opening of less number of 
adult education centres. The 
r equired nuaber of books and 
learning aaterials were also 
not purchased owing to their 
non-availability with the 
State Resource Centre. 

Against t e target of 
iaparting education to 3 . 45 
lakhs people under the SAEP 
and RFLP together the 
Directorate has reported to 
have given education to only 
2 . 65 lakhs people. The 
shortf all in the target under 
SAEP and the drop out rate 
were the highest during 1989-
90. The average number of 
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centre s during second ha lf of 
1989-90 droppe d to 1 , 168 from 
1,730 during the first half of 
the year a fter the 
unsatisfactory working of the 
centres was noticed during t he 
inspections conducted by the 
sub- Division a l Magistrates in 
April to June 1989 . 

Of the 1,453 centres 
functioning in April 1990 , 
t est check of 145 centres by 
Audi t revealed t hat 31 centres 
had neither inst r uctors nor 
the learners; and 39 centres 
were being run at the 
resi dences of the instructors, 
with no lear ners. Though the 
monthly average attendance o f 
32 centres r anged between 4 
and 30, the actual' attendance 
of learners was found between 
2 and 6 only. 

In September 1989, the 
Directorate ordered transfer 
of the centres to Governaent 
school buildings but the order 
had not been implemented. 

The programme envisaged the 
appointment of project offi­
cers, supervisors, clerical and 
group 'D' staff and part ti.Ile 
instructors on fixed reau­
neration ranging fro• Rs.100 
to Rs . 1, 500 per aonth. Delhi 
Administration, however, draf­
ted trained teachers and 
clerical and group 'D' staff 
on regular pay and allowances 
for the posts of project 
officers, supervisors and 
group 'D' staff. The payaent 
of pay and allowances to 
regular staff resulted in an 
extra expenditure of Rs. 71.38 
lakhs during the f iv~ years 
ended March 1990. 

Out of 96 centres, records of 
which were aade available to 
Audit, only 18 cehtres were 
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inspected twice and 74 centres 
once in a aonth and four 
centres were not inspected at 
all by the supervisor/project 
officer. There were no 
inspections by the higher 
authorities since the opening 
of these centres. 

About one half of the stage I 
learners under State Adult 
Education Programme and two 
third learners under Rural 
Functional Literacy Programme 
had been provided with no 
books at all or with 
incomplete set of books. For 
stage II learners, books worth 
Rs . 2.54 lakhs costing between 
rupees five and eight each 
against the prescribed ceiling 
of Rs.3.50 each were 
purchased . 

There was lack o f training to 
the func~ionaries of the 
programme. Only five days 
training to 16 project 
officers and 24 supe rvisors 
was imparted during 1989. The 
Directorate did not have any 
information rela ting to 
training o f the staf f prior to 
1989. 

Alt hough substantial grant 
(Rs.82 . 29 lakhs during 1989-
90) was being given by the 
Minis try d i rectly t o 23 
voluntary agenc i es sel ected 
for implementing the programme 
on the recommendat i on of De lhi 
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Administration, t hei r working 
was not s upervi sed by the 
Delhi Administrati on. The 
responsibility of Delhi 
Administration needs to be 
clearly defined for 
satisfactory working of the 
projects . 

The findings of evaluation 
study on adult l iteracy 
centres by different agencies 
revealed unsatisfactory per­
formance of the progr amme. A 
substantial number of the 
centres were f o und nonexistent 
or non-funct ion i ng . The atten­
dance in most of the centres 
hardly exceeded 10 against the 
enrolment of 30 learners. The 
recommendations made by the 
evaluati on study cel l of the 
Planning Department (Delhi 
Administra tion) i n September 
1987 relating t o clo se 
supervision, hol ding of 
c entres in common places like 
school s , dispensaries, etc. 
had not beon impleaented. 

4 . 5 Budge t allotment and expendi­
ture 

The programme comp r ising state 
Adult Educa tion Pr og r amme (SAEP) and 
Rural Functional Litera cy Programme 
(RFL.P) has been ful ly financed by 
t he Government o f India. 

The yearwise allotment and 
expend itur e i ncurred are as under :-



{ i n lakhs of rupees ) 
Year Budget Expenditure Under Percen-

allocation utilisation tage 

------------------ ------------------ -------------------
SAEP RFLP Total SAEP RFLP Total SAEP RFLP Total 

1985-86 59. 70 .. 9.78 69.48 49.05 5 .55 54.60 10 . 65 4 . 23 14 . 28 21 
1986-87 99.12 5.53 104.65 64.67 4.36 69.03 34.45 1.17 35 .62 34 
1987-88 82.70 5. 1 7 87.87 61. 67 3.10 64.77 21.03 2.07 23.10 26 
1988-89 75.80 8.07 83.87 53.55 2 . 65 56 . 20 22 . 25 5 . 42 27 .67 33 
1989-90 90.00 7 . 99 97 . 99 55.22 3.06 58 .28 34.78 4. 93 39 . 71 41 

Total 407.32 36 . 54 443.86 284 .16 18 . 7 2 30 2 .88 123. 16 17.82 140 . 38 

The under-utilis ation of funds 
under RFLP was stated to be d ue to 
receipt of expenditure s anct i o n at 
the fag end of each financ ial year . 
Under SAEP it was attributed by the 
Directorate to non implementation of 
Jan Shikshan Nilayam scheme , meant 
for continuing education to neo­
literates, shortage of supervisory 
staff and opening of less number of 
adult education centres . The 
r equired number of books a nd 
learning materials were also no t 
purchased owing to their non­
availability with t he State Resource 
Centre. 

4 . 6 Targets and a chievomeJ't:s 

Against the t a rget of opening 
11 , 50 0 centre s and i mparti ng 
educat i on to 3 . 45 lakhs people under 
SAEP a nd RFLP d ur i ng the Seventh 
Five Year Plan end ing March 1990 , 
only 10 , 069 c entres were opened ; and 
2. 6 5 l akhs peo p l e were report e d t o 
h ave been imparted e ducatio n a s 
shown be l ow : 

( figures in l akhs) 

Year Target Numba r o f peopl e Shortfal:: 
i u 

enrolled impa rted t a rget 
education 

----------- --------------
SAEP RP'LP SAEP RFLP SAEP RFLP SAEP RFLP 

1985-86 0.60 
1986-87 0 . 60 
1987-88 0.60 
1988-89 0 . 60 
1989- 90 0.60 

Total 3.00 

0 .09 
0 .09 
0 . 09 
0 . 09 
0.09 

0 .45 

0.48 
0 . 60 
0.57 
0.55 
0.49 

2.69 

0.09 
0.09 
0.07 
0.08 
0.08 

0 .41 

The shortfall in the target 
under SAEP was the highest during 
1989-90 due to drop in the average 
number of centres to 1,448 from 

------
0.46 0.06 0.14 0 .03 
0.52 0.08 0.08 0 . 01 
0.53 0.07 0.07 0 . 02 
0.52 0.05 0.08 0.04 
o. 30 0.06 0.30 0.03 

2.33 0.32 0 . 67 0 . 13 

1,989 in the previous year. The drop 
out rate also was the highest at 38 
per c ent during 1989-90. It was seen 
in Audit that the average number of 
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cent res during the second half of 
the year (1989-90) d r opped to 1,168 
from 1,730 during the f irst half of 
the year after the unsatisfactory 
working of the cent res was not iced 
during the inspections c a rried out 
by Sub-Divisional Magistrates in 
Apr i l t o June 1989 on t he direct ion 
o f t he Chief Secretar y. 

4 , 7 Defic iencies i n implementation 
of the programme 

(i ) The s cheme e nvi s aged enrolment 
of 30 i l lit erate adults at 
e ach adult education centr e 
whe re part- time instr uctor s 
were r equired t o impart 
education to them f o r two 
hour s daily. The of ficial 
r e cord s of the Di rectorate 
indica t e d tha t 1, 453 adult 
educa tion cent res ha d been 
functioning i n Apr il 1990 . Of 
t he 145 cent res t est c hecked 
in audit, 31 centres had 
neit her instruct ors nor a ny 
learne~s . 

( ii ) I n 39 centres which were run 
at the residences of t he 
instr u c tor s , no l earners were 
f ound pre s ent t hough 
attendance reg ist e r s howed t he 
presence o f l earners rang i ng 
between 2 and 14 . 

( iii) Thou gh monthly average a t ten­
da nce o f 32 centres ranged 
be'Cween 4 and 30, the actual 
attend a n c e of lear ners wa s 
f c und be t we en 2 and 6 only. 

(iv ) Fi ve centre s did not function 
at the a ddres s es given by t he 
Directorate . 

\ v ) The adu lt education cent re a 
u nde r b oth t he s chemes (SAEP 

and RFLP ) we r e being run i n 
t he hou ses of inst ruct ors or 
of t he neighbo urs since no 
acc ommodation f or r unni ng t he 
c e ntre s was p rovided by the 
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Administ ration . In September 
1989 the Directorate issued 
order to transfer all the 
centre s t o Government s c hool 
bu ildings . The orders had , 
however , not been i mpl e mented. 
The list o f the centres 
furnished by the Directorate 
reveal ed tha t only 30 centres 
in a project were being run in 
school buildings . During test 
check, howe ver , non e o f the 
centr es was found working in 
t he school building . It was 
stat ed by a supe rv i s o r in 
April 19 90 that t hough t he 
project officer of tha s aid 
area had i ssued o rder f o r 
r unn i ng t he centres in the 
schools t the school autho­
r ities r e fus e d to p rov ide 
a c commodation . As a result 
the centre s continu e d to 
f unct i on i n the instru c t ors/ 
pri v a te hou ses. 

(vi) The a ccommodat i on for the 
centres was found un s atis­
f a c tory in both the rural and 
u r ban area s due t o meagre rent 
and electricit y chargee pro­
vided b y t he Dire c t ora t e. Rent 
and elect ricity c harges were 
not provided during 1988- 89 
a nd 1989-90. 

('l•ii ) The programme envisaged t hat 
p roject of f icers, ~upervisors, 
and cleric al and group ' D' 
s t af f a nd part· t ime instruc­
tora would b e e ngaged o n f i xed 
remuner a t ion r angi ng f rom 
Rs .100 t o Rs .1 , 500 p . m. De lhi 
Admini s t r ation , however, draf­
t ed trained teachers, c lerical 
and g r oup '0 ' staf f on r egula r 
pay a nd a l lowanc e s . 

The p ayment of pay and 
al lowances to regu l a r staff 
during f ive y e ars ended Marc h 
1990 amount e d t o Rs . 135. 16 
l akhs inst e a d of Rs . 63 .78 
l a khs which would have been 
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paid to officials on fixed pay 
as envisaged in the programme. 
Thus deployment of regular 
staff on the programme 
resulted in extra expenditure 
of Rs.71.38 lakhs. 

The Directorate stated in 
November 1990 that teachers 
and other regular staff were 
drafted in the initial stage 
to make successful beginning 
of the programme. Records, 
however, revealed that regular 
staff had been deployed on the 
programme since its beginning 
in 1979 to November 1989 . The 
teachers were, however, 
allowed to continue till 
October 1990 due to a stay 
order from the court of law. 

(viii)The performance of the 
instructor with regard to his 
competency as teacher to 
mobilise the adult learne rs, 
regularity and punctuality of 
classes etc . is required to be 
verified by the supervisors/ 
project officers. It was seen 
that no instructions had been 
i ssued by the Directorate 
prescribing the number of 
inspections of e ach centre t o 
be carried out i n a year by 
the supervisors/pro ject offi­
cers. Out of 96 centres, 
records of which were made 
available to audit, only 18 
centres were inspec t ed twice 
and 74 once in a month and 
four cen~ree had not been 

Year Total allot- Total exp-
aent of con- enditure 
tingency 

1985-86 20 9. 77 

1986-87 50 17.64 
1987-88 30 9.36 
1988~89 24 2.44 
1989-90 40 12.15 
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inspected at all by the 
supervisors/project officers. 
There was no inspection by the 
higher . authorities. Further, 
no action was taken to draw up 
annual schedule of inspection 
for the Directorate and other 
functionaries. The Directorate 
stated (January 1991) that the 
schedule of inspection for 
officers and staff could not 
be formally. drawn because the 
regular teachers working as 
Project Officers/ Supervisors 
went to court consequent upon 
abolition of their posts in 
November 1989; and that the 
work was being streamlined. 

In the absence of proper 
supervision, it was doubtful 
if all the centres were being 
run properly. 

(ix) At the first stage of the 
programme, basic teaching and 
learning material, comprising 
of primer, work books, slat'.1:!, 
pencil, etc. are required to be 
given to learners enrolled for 
imparting education. It was 
noticed .that the ·Directorate 
did not purchase books for 
initial stage during 1988-89 
and 1989-90 and learning 
material during the years 
1987-88 to 1989-90 under SAEP 
though sufficient funds were 
avail-aoie for the purpose. The 
position is indicated below:-

(in l akhs of rupees ) 

Expendi- Expendi- other 
ture on ture .on expe-

books learning ndi t -
material ure 

2.40 2.53 4.84 
7.38 2. 42 7.84 
3.66 5.70 

2.44 
2.89 9.26 
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Consequently, out of 0.49 lakh 
people enrolled during 1989-
90, 0. l6 lakh people had not 
been provided with complete 
set of books and 0.09 lakh 
people were not given books at 
all . The learning material 
was not issued at all to 0.17 
lakh of the 1.61 lakhs people 
during 1987-88 to 1989-90. 
Similarly, against the 
enrolment of 0 . 41 lakh people 
under RFLP, 0. 28 lakh people 
did not get complete set of 
books during the preceding 
five years ending March 1990. 
Supply of learning material 
was also inadequate during all 
these years. The Directorate 
stated in July 1990 t hat books 
and learning materials could 
not be purchased as the same 

. were under printing in State 
Resource Centre. 

At stage I I of 1 i teracy, the 
people were required to be 
given two books of Rs.3.50 
each. The Directorate, 
however, purchased books for 
poet literacy worth Re.2.89 
lakhe during March 1990. Of 
these, the pr ice of each of 
the books purchased for 
Rs . 2.54 lakhs ranged between 
rupees five and eight 
(including discount of 25 per 
cent). The purchase of the 
costly books like 'Panch 
Tantra- 3 ' 'Krantikari Savarkar' 
n0t only resulted in excess 
expe ndi-.ure over the 
prescribed ceiling but also 
the books were hardly of any 
advantage to the neo­
li terates. In the absence of 
books and learning material 
the programme suffered a set 
back. 

Training 
tructors 
component 

of supervisors/ins­
was an important 
of the progr,amme. 
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The State Resource Centre 
orga~ised training programme 
for the project and block 
level functionaries. During 
1989, refresher course of five 
days each was organised for 
proj'ect officers/ supervisors 
through State Council of 
Educational Research and 
Training and only 16 project 
officers and 24 eupervispre 
were trained. The Directorate 
did 'not have any information 
regarding training of the 
supervisory staff in the 
previous years. Though 
District Resource Unite (DRU) 
were established during 1988-
89 to impart training to. the 
instructors, none of the 
instructors was imparted 
training prior to the 
establishment of DRU • 
Instructors were stated to 
have been trained by project 
officers/supervisors who were 
trained teachers. However, 
there were no records to show 
that any formal training was 
given to instructors. 

4.8 Voluntary agencies 

Financial assistance of 
Rs . 82 . 29 lakhs was released during 
1989-90 by the Ministry of Human 
Resource Development direct to 23 
voluntary agencies engaged in the 
field of Adult Literacy Programme in 
Delhi. As per the sanctions of 
grant-in-aid issued by the Ministry, 
the Delhi Administration was 
required to oversee the overall 
implementation of each projece 
satisfactorily under the agencies 
and in case of unaatisf actory 
performance of any project, a report 
was to be sent to the Ministry. Ro 
records regarding evaluation nr 
functioning of the centres run by 
voluntary agencies were produced to 
Audit. The Directorate stated (July 
1990) that voluntary agencies were 



free to conduct evaluation of their 
centres through their own tools and 
mechanism and a copy of evaluation 
sheet was called for from them, if 
needed. Since a substantial amount 
is being released direct by the 
Minist ry to the voluntary organi­
sations, the responsibility of Delhi 
Administration needs to be clearly 
defined for proper and satisfactory 
working of the projects under the 
voluntary organisations. 

4.9 Evaluation 

The Di rectorate in its 
bac kground note for review of the 
Adult Education Programme prepared 
in July 1990 stated that the work of 
the teachers had been assessed/ 
evaluated many times by :-

( i) Planning Department, Delhi 
Administration . 

(ii ) Officers of the Directorate of 
Education. 

(iii) State Resource centre. 

(iv) Sub-Divisional Magistrate etc. 

The work - was found most 
unsatisfactory and that most of the 
centres were not found working/ 
existing by these agencies 

An evaluation study report of 
September 1987 by the evaluation 
cell of the Planning Department of 
Delhi Administration based on the 
sample survey of 193 centres 
revealed that :-

(i) 115 centres were not funct­
ioning at the · addressee 
recorded by the administrative 
department. 

(ii) 27 centres were not traceable 
at the given addresses which 
were either incomplete or not 
found in the locality. 
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(iii) 15 centres were found closed 
as their duration of one year 
had been over. 

(iv) Out of the remaining 36 
centres, only six centres 
were found with trainees 
present in the classes. In 
rest of the 30 unite, there 
were no students. The neigh­
bours, however, confirmed that 
classes did take place. In 
these centres which were found 
functioning, the attendance 
register revealed that only 30 

candidates were enrolled, and 
attendance of people varied 
from 25 to 50 per cent. The 
report, however, revealed that 
36 centres were being run at 
·the residence of the 
instructors. 

The study further revealed 
that though the scheme on the whole 
was laudable as it covered the down 
trodden eection of the society, its 
present functioning was far from 
satisfactory . The evaluation report, 
inter alia, had made the f o llowi ng 
recommendations :-

(i) The centres which were not 
functioning properly required 
to be thoroughly probed to 
find out what hampered their 
performance and to fix 
responsibil i ty on the project 
officers who happened to be 
the direct link between the 
instructors and the masses; 

(ii) The adult education centre 
should be situated preferably 
at common places like schools, 
dispensaries, etc. known to 
every body and well displayed 
to attract and inspire the 
people; 

(iii)Remuneration to the instructors 
should be reviewed to create 
their interest in the pious 
work of adult literacy; 

...... 

-. 
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(iv) Regular inspection of the 
adult education centres be 
conducted to eliminate chances 
of all malpractices and 
strengthen d i s c i p line in the 
cent res; a nd 

( v ) Regular fo llow up action in 
t he matter of ass essment of 
actual beneficia ries under the 
scheme would be absolutely 
necessar y to achieve the real 
obje ctive . 

Another report of evaluation 
of five Adult Educat ion P~ojects of 
1988 by State Resource Centre , 
inter al i a , revealed that :-

(i) marked average daily 
attendance of people c ame t o 
18 whereas according to the 
observations of the study team 
and functionaries estimate, it 
was not more than eight; 

(ii) reading material for complete 
course was supplied to only 
e i ght per cent of the centres. 
On an average books/materials 
were supplied to 10 people 
per centre; 

(iii) very few of the centres had 
the provision of follow up 
study. As many as 99 per cent 
of the people did not even 
know that they had any chance 
to co ntinue reading; 

(iv) training of instructors was 
lacking on an average they 
received training for five 
days instead of the desire d 
training of 21 days; and 

(v) according to the instructors 
and the supervis ors, the 
supervisory visits were 
adequate . However, 54 per cent 
of the people reported that 
nobody visited the centre in 
their knowledge. 
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Again at the instance of Chief 
Secret ary, adult education centrea 
were inspec ted by Sub-Divisional 
Magistrates (SDMs) during April to 
June 1989 . The inspection reports in 
respect of 195 centres visited by 
seven SDMs presented a grim scenario 
of the Adult Education Progranvne. 
The deficiencies mainly pointed out 
tha t nine centres were not found 
existing on the given address~s and 
52 centres had been clc.sed and 35 
centres were not found functioning. 
In fact out of 195 only, 20 per cent 
of the centres had been found 
fuctioning satisfactorily with more 
than 10 people in each centre. 

In a meeting in July 1989, 
under the Chairmanship of the Chief 
Secretary, it was desired that tht! 
programme should be pursued in all 
sincerity and full seriousness. It 
was, inter alia, decided that :-

(i) adequate training arrangements 
of project officers be made; 

(ii) adequate number of vehicles to 
Adult Education branch should 
be given for proper 
supervision of the work; and 

(iii) monitoring and evaluation of 
the work should be done. 

It was also decide d that next 
review meeting under the 
chairmanship of the Chief Secretary 
should be convene d after two months. 
However, there was no record to show 
that any meetinQ took place 
thereafter. 

The result of test check by 
Audit in the foregoing paragraphs 
and evaluation study conducted by 
various agenc ies would indicate that 
inspit e of the specific recom­
mendation of the evaluation cell of 
the Planning Directorate in Sep­
tembe r 1987, there was hardly any 
improvement in the functioning of 
the adult literacy centres. The 



desired objectives set out in the 
literacy programme had not largely 
been achieved despite an outlay of 
Re . 443. 86 lakhe and expenditure of 
Re . 302.88 lakhs during the five 
years ended March 1990. 

The matter was referred 
Delhi Administration and 

to 
the 

Ministry of Human Resource 
19901 no 
(February 

Development in September 
reply has been received 
1991). 

Directorate of Health Services 

5. Family welfare programme 

5.1 Introduction 

The main objectives of the 
family welfare programme are :-

(a) to bring down the birth rate 
through sterilisation (vasect­
omies and tubectomies), ineer-

(b) 

, tion of intra-uterine contra­
ceptive device ( IUCD), popu­
larising the use of conven­
tional contraceptive device, 
use of oral pills, medical 
termination of pregnancy 
(MTP); and 

to promote the health of 
mothers and children by 
providing pre/post-natal serv­
ice through immunisation, 
vaccination and other prophy­
lactic treatments. 

The programme is implemented 
in the Union Territory of Delhi 
through a net work of rural and 
urban family welfare centres. Local 
bodies/ voluntary organisations are 
also involved in the programme. 

5.2 Scope of audit 

Records Lelating to the family 
welfare programme from 1985-86 to 
1989-90 maintained by the 
Diredtorate of Family Welfare and 
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nine hospitals, two training centres 
and nine heal th posts were test.­
checked by Audit during October 1989 
to January 1990 and March to June 
1990 . 

A draft review was issued to 
Delhi Administration and the 
Ministry of Health and Family 
Welfare in September 1990. Delhi 
Administration furnished i~s 

comments on the draft review in 
January 1991 which have been given 
due consideration while finalising 
this review. 

5.3 Organisational set up 

The Directorate of Family 
Welfare under the control of 
"Director of Health Services" (Delhi 
Administration) has a separate 
entity and is being administered 
through a Chief Medical Officer. 
The mass media education officer in 
the Directorate of Family Welfare is 
responsible for providing infor­
mation, education and eommunication 
services concerning the family 
planning programme to the masses. 

5.4 Highlights 

The objective of the faaily 
welfare programme i• to bring 
down the birth rate and' to 
promote health of aothera and 
children by providing pre/ 
post-natal services through 
i-unisation and other prop­
hylactic treataents. 

The birth rate inatead of 
decreasing had gone up by 6.17 
per ·thousand to 30 per 
thousand froa 23.83 during the 
years 1978-89. There was no 
aarked improveaent in the 
adoption of small f aaily 
norms. 

Statistics showed that during 
1978-87 the birth in the hands 
of untrained midwives bad gone 

A. 
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up by 4, 91 per cent and that 
the rural sector had largely 
been neglected inaaauch as in 
the rural area about 88 per 
cent of birth• took place in 
the hands of untrained 
aidwivea and others. 

The targets set by Delhi 
Adainiatration had not 
generally been achieved, The 
aale population undergoing 
sterilisation was very low. 
Record• of various agencies 
showed that the figures of 
achievement in respect of 
sterilisation and insertion of 
IUCD had been inflated. 

Exe••• payment of grants-in­
aid of Rs.7.61 lakha was made 
to two voluntary organisations 
during 1988-90. 

Three post partua units which 
were sanctioned in 1986-87 and 
provided with equipment worth 
Ra.2,55 lakhs had not been 

sterilisation 
were func­

posts only 

performing any 
operations and 
tioning as heal th 
till June 1990. 

Information required under the 
Medical Teraination of Preg­
nancy Act and rules made 
there under was not furnished 
by soae of the iapleaenting 
agencies , Inspection of the 
agencies was not being carried 
out by the Chief Medical 
Officer, after initial 
approval. The inspect ion was 
necessary to ensure that 
aedical teraination of 
pregnancy was continued to b• 
done with requisite facilities 
and under safe and hygienic 
conditions. 

Pregnanc;:y kit• worth Rs. 2. 99 
lakha were purchased in March 
1989 by the Directorate out of 
the funds provided for drugs 
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and dressings and 
voluntary and 
organisations to 
quick test to 

issued to 
Oovernaent 
carry out 

deteraine 
whether a woaan was pregnant 
or not before sterilisation 
operation. The perforaanc• of 
these kits was not found 
satisfactory by a few units. 

Advances of Ra.179 lakhs aade 
by the Directorate for payaent 
of compensation aoney to 42 
implementing agencies for 
family welfare progra-e were 
outstanding at the end of 
March 1989. Utilisation certi­
ficates for Ra.105 lakh• were 
stated to have been received 
by the Directorate leaving a 
balance of Ra.74 lakhs in June 
1990. 

Reports of evaluation teaa of 
the Directorate in respect of 
162 cases test checked 
relating to five hospitals 
showed that 52 beneficiaries 
were not living on the given 
addresses. 14 persons denied 
having undergone sterilisa­
tion, four persons complained 
that no follow up action after 
sterilisation had been taken 
by the hospitals and that the 
field workers filled in the 
entries without actual survey. 

Test check by Audit 
revealed that in 
hospital, Rs.0.16 lakh 
been aisappropriated 

also 
LNJP 

had 
by 

drawing incentive aoney twice 
in respect of 120 cases 
relating to May and July 1988, 
by aaking al terationa in the 
records . The Directorate 
stated (January 1991) that in 
surprise check of utilisation 
certificates of LNJP hospital, 
siailar irregularities were 
also noticed by thea and that 
LNJP hospital had instituted 
an enquiry. 



A aua of Ra.7.42 lakha 
received as drug and dressing 
aoney by the LHJP hospital 
from the Directorate during 
September 1976 to October 1989 
was . irregularly kept in the 
saving bank account out s i de 
Governemnt account and no 
r~corda for expenditure of 
Ra.3.80 lakbs from t his 
account were produced t o 
Audit. The Directorate stated 
that the aatter bad been 
referred to LHJP hospital for 
investigation. 

The records of 1986-87 t o 
1988-89 of a voluntary 
organisation showed that 
against 5,858 cases of steri­
lisation performed by them, 
incentive aoney was c laimed 
for 7,023 cases . Thus 
incentive money amounting to 
Rs.2.16 lakbs had been 
released in excess by the 
Directorate. 

Fifteen 
Ra . 8.25 

laparoscopes valuing 
lakha were i s sued to 

six agencies in excess o f the 
prescribed scale. Ten laparo­
scopes valuing Rs. 5. 50 lakhs 
issued to three hospitals bad 
been lying in stock unused for 
aore than two and a hal f 
years. 39 laparoscopes valuing 
Rs.21.45 lakha bad been lying 
in stock in the Director ate 
for more than two years. 

Records relating 
performance reports 

to the 
of film 

shows, hari kathas, seminars, 
orientation training camps, 
display of boardings, kiosks 
and banners sent to the 
Ministry of Welfare showed 
that performance figures 
intimated by the Directorate 
were exaggerated. 

During 1988-89 and 1989-90, a 
sua of Rs.8 . 71 lakhs was paid 
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for wall paintings and f or 
whi ch t here was no completion 
cer t i fica t e froa any 
aut hority. 

There was rus h of expenditur e 
by the public ity wing, to 
exhaust funds in the last 
quarter of respective f i nan­
cial years 1985-90 . 

During 1985- 86 to 1986- 87, a 
sum of Rs.17 lakbs was placed 
a t the disposal of Directorate 
of Advertising and Visual 
Publici t y (DAVP) for carrying 
out publ icity on f aaily 
welfare programme. The bills 
showing payments of Rs .15 . 76 
lakbs for display a t kiosks, 
bus panels , and hoarding• 
submitted by DAVP were 
verified and completion 
certificate for the work was 
recorded by the State Nass 
Education and Media Officer. 
But t he details regarding 
number of hoardings , t he ir 
locati on and period of display 
had not been given by DAVP 
t hough an expenditure of 
Rs. 11. 22 lakhs was actually 
incurred by him for the 
purpose. The DAVP has not yet 
accounted for balance amouut 
of Rs.5.78 lakhs even after 
four years of the drawal of 
advanc e . 

Programme f i nancing 

The programme is centrally 
sponsored . In addition to cash 
assistance , Government of India also 
provides assi stance in kind in the 
f orm of contraceptives, equipment, 
va ccines and drugs, etc . The 
following i s the position of 
expenditure incurred during 1985-86 
to 1989-90 :-
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==z=========================s======================================== 
Naae of ac~ivity 1985-86 1986-87 1987-88 1988-89 1989-90 Total . 

---------------------------------------------------------------------
Rural Family Welfare 
Centre 

( 

4 . 21 

In 

5.00 

Urban Family Welfare 61.43 42.72 
Centre 

Maternity and Child 
Health 

Transport 

Compensation 

Post Partum 
Programme 

Mass Education 

Directorate and 
Administration 

Training, Research 
and Statistics 

9.18 

12.31 

93.17 

46.82 

5 . 77 

9.44 

3.85 

19.17 

2.30 

79.74 

86.86 

23.46 

10 . 45 

4 . 93 

lakhs 

5.00 

32.64 

29.02 

1..27 

67.94 

108.50 

13.19 

14 . 74 

6.08 

of rupees ) 

5 . 00 6 . 00 25.21 

57. 68 121 .• 63 316.10 

27.18 11.03 95.58 

0.68 3. 71 20.27 

49.93 42.83 333.61 

106.40 30.00 378.58 

10.21 16.70 69.33 

16 . 91 21.66 73.20 

6.81 7.46 29.13 

---------------------------------------------------------------------
Total 246.18 274.63 278.38 280.80 261.02 1,341.01 

===================================================================== 
Note : The above table does not include the value of assistance in 

kind. 

Post 
considered 

part um 
to be 

units are 
the highest 

motivation centre for sterilisation. 
It would be seen that though the 
expenditure on post partum unit rose 
from Rs. 46. 82 lakhs in 1985-86 to 
over Rs.106 lakhs during 1987-88 and 
1988-89, more than 225 per cent, the 
number of sterilisation operation 
i~creasea m~rginal~y from 0.28 lakh 
in 1985-86 to 0. 29 lakh in 1986-87 
and 0.31 lakh in 1988-89. Thus 
expenditure on post-partum units was 
not commensurate with the results . 

5.6 Increase in births 

The Union Territory of Delhi 
is predominantly urban in character 
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with 92. 7 3 per cent population 
residing within urban limits. 
According to the 1981 census, the 
density of population in the urban 
area was 4,194 per sq.km and in the 
rural area 507 per sq. km. Literacy 
was of the order of 61.54 per cent . 

The birth rate instead of 
decreasing had gone up by 6 .17 per 
thousand to 30 per thousand from 
~3.83 during 1978-89. As per the 
report of the Bureau of Economics 
and Statistics for 1987, the 
percentage of birth at medical 
institutions and by physicians and 
trained midwives had gone down by 
3.71 and 1.20 per cent respectively 
during 1978-1987. The percentage of 



birth at the hands of untrained 
midwives and others had increased by 
4. 91 per cent during this period. 
Statistics for 1987 showed that the 
rural sector had largely been 
neglected inasmuch as in the rural 
areas about 88 per cent of births 
took place in the hands of untrained 
midwives and others . 

The department stated in 
January 1991 that increase in birth 
rate was mainly due to influx of 
young people belonging to low socio­
economic stat~& with extremely 
conservative background and Delhi 
having good medical facilities 
attract i ng people from neighbouring 
states for confinement. It added 
that as more people in lower socio­
economic group preferred to go to 
untrained midwi ves, the indirect 
conclusion was that population of 
lower socio-economic groups who 
constituted 40 per cent, had gone up 
in recent times . 

The table below i ndicates the 
percentage distribution of births 
duri ng 1978 to 1987 . 

•••••••••••••••••••••••••••••••••• 
Year ht 2nd 3rd 4tb 

and above 

----------------------------------
1978 31.10 28.10 19.90 20.90 
1979 30.80 28.50 19 . 60 21.30 
1980 31.07 27.54 19.57 21.82 
1981 30.72 29.22 19.69 20.37 
1982 32.33 27.84 19 . 64 20.19 
1983 29 . 56 28 . 62 19 . 76 22.06 
1984 32.24 27.96 18.23 21.57 
1985 Jl.21 28.25 18 . 46 22.08 
1~86 34.34 27.05 17.36 21.25 
1987 35.28 27. 71 17.74 19.27 

=C••==z==========•=====•=====•== 
Note : The above figure• have been 
adopted froa the Annual Report 1987 
of the Bureau of Bconoaica and 
statiatica, Delhi Adainiatration. 

Thus during the decade 1978-87 
there was no marked improvement in 
the adoption of small family norms 
casting a reflection on the poor 
motivation for family planning 
amongst the masses. 

5.7 Target• and achievements 

5.7.l The annual target and achieve­
ment made by various agenc i es in MCD 
and NDMC involved in the family 
welfare programmes during the period 
1985-86 to 1989-90 were as under : 

============ ================ == == ======== =========================================== ===== 
1985-86 1986-87 1987-88 

Targe t Achieveaent Target Achieveaent Target Achieveaent 

l'lal e Feaa. le l'la. I e FHa 1 e l'la le Fema le 
------------------------------------------- --- --------- -- -------------------------------
Ster i I isa.t ion 30000 2788 25058 53300 2658 24243 40000 2352 26819 

IUCD 64000 57714 96000 61 699 100000 64246 

Conventional 174000 144000 345000 204000 248000 234000 
con t raceptive 
users 

Ora l pi 11 s 2200 1023 2900 1768 1500 2509 
-----------------------------------------------------------------------------------
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===============••===c=••==m••===•=====•••==•••••••••••••••••••••••• 
1988-89 1989-90 

Target Achievement Target Achieveaent 

Nale Female Mal• ..... 1. 

Sterilisation 36,000 2,130 29,326 36,000 2,417 29,500 

IUCD 1,10,000 69,402 90,000 70,630 

Conventional 3,45,000 3,70,000 3,60,000 1,43,000 
contraceptive 
users 

Oral pill a 2,000 3,328 4,500 3,484 

------------------------------------------------·------------------
5. 7. 2 Thus the targets set by 
Delhi Administration had not 
generally been achieved. The 
shortfall ranged from 12 to 49 per 
cent. The male population undergoing 
sterilisation was particularly very 
low inasmuch as hardly nine men 
opted for sterilisation against 91 
women. 

Population coverage 
of health po•t• 

below 
5,000 

5.8 Creation of health po•t• 

Under the scheme of improving 
the family welfare and primary 
health care delivery system in the 
urban area, particularly the •luma, 
grants-in-aid are released for 
providing additional inputs for 
setting up health posts as per the 
following pattern 1-

5,000-
10,000 

10,000-
25,000 

25,000-
50,000 

-------------------------------------~---------------------------
I.Staff 
Lady doctor 
Public health nurse 
Midwives 
Male MP worker 
Class IV 
Clerk 
Voluntary women wo rker 

II.Contingent expenditure 

III . Non-recurring expenditure 

1 1 2 
1 2 

2 

Rs.2,000 

1 
1 

3 to 4 
3 to 4 
1 woman 

1 

Re.4,000 

Equipment and furniture Rs . 5 , 000 Re.7,500 
Re,27,500 Other equipment Rs.5,000 Rs.8 , 000 Rs , 10,000 

================================================================= 

In the case of Love and Ca t e 
Centres at Dabri a nd Si t a pur i , 
started in July 1988, it wa s se e n 

4 7 

t hat the two centres covered 
popu l a t ion area upto 20 , 000 and as 
3uc h were e ntitled to grants-in-aid 



of Rs.1.20 lakhs, being pay and 
allowances during 1988-89 and 1989-
90 for nurse midwives and workers 
each .and Rs . 38,000 f o r contingent 
and non-recurring expenditure. The 
Directorate had, however, paid 
grants-in-aid of Rs . 7 . 54 lakhs for 
these two years. Thus, grants-in-aid 
of Rs.5.96 lakhs was released in 
excess. 

It was further seen that the 
Directorate had released grants-in­
aid of Rs. 1. 65 lakhs to Par i var 
Sewa Sansthan (Marie Stopes) for 
1989-90 for their new centre at 
Shakarpur. The records of this 
health post revealed that there had 
been no midwife and doctor during 
1989-90. As such the grant released 
was recoverable . 

5.9 Post partua scheme (PP unit) 

With a view to improving 
health status of expectant/nursing 
mothers and children, the plan 
env isaged post partum facilities to 
be provided at sub-di strict level 
hospitals, where six bedded sterili­
sation wards were to be set up and 
the labour room upgraded/renovated 
and surgical equipments of a certain 
standard and vehicles, etc.were to 
be provided . The scheme was 
considered to be the point of 
highest motivation for family 
welfare. 

In Delhi, there are 21 PP 
Units. In a test check of PP Units 
at Tilak Nagar, Malviya Nagar, and 
Kalkaji it was seen that though 
these units were sanctioned during 
1986-87 and were provided with one 
laparoscope, one colour TV and one 
VCR each costing Rs . 2. 55 lakhs, the 
performance reports of these units 
showed that these had not been 
performing any sterilisation 
operations and were functioning as 
health post only till June 1990. 
These units had not been provided 
with the requisite team for carrying 
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out sterilisation operations and a 
vehicle. The labour room had not 
been upgraded/renovated and surgical 
equipments had not been provided as 
required under the scheme. 

The health post at Ti lak Nagar 
showed that against t he actual 
performance of 701 and 655 I UCD 
cases during 1988-89 and 1989-90 
respectively, the unit had shown 
performance of 751 and 770 cases . 
This indicated that the units were 
reporting inflated figures o f IUCD 
to the Directorate. 

The department sta t ed (January 
1991) that these units had been 
providing all f ami l y welfare 
services except surgical services 
since 1986 owing to lack of 
anaesthet ist and the point had been 
referred to Government of India. It 
was also stated that laparoscopes, 
colour TV and VCR were provided to 
them in the hope that these units 
would start surgical services within 
a reasonable time. 

5. 10 Medical termination of preg­
nancy (MTP) 

MTP is a deliberate removal 
of the foetus from the womb of the 
female at the request of the mother . 
The act naturally results in the 
death of foetus at almost no risk to 
the life and health of the mother . 
In Delhi, Medical Termination of 
Pregnancy Act, 1971, came into force 
in 1972. The Act was further 
supplemented with Medical Ter mi­
nation of Pregnancy Rules of 1975. 

During s c rutiny of the records 
of the Directorate it was noticed 
that 

(i) Requisite information under 
the Act was not being received from 
some of the agencies during the last 
five years ended March 1990 as shown 
below: -
------------------------------------------------------------------------



) , 

Year 

1985- 86 
1986-87 
1987-88 
1988-89 
1989-90 

Number of 
agencies 
approved 

128 
129 
147 
165 
165 

Number o f agen­
cies from which 
reports were 
received 

104 
106 
112 
109 
117 

~=================================== 

The information thus compiled 
by the Directorate and sent to the 
Ministry of Health and Family 
Welfare was not complete. Moreover, 
no action as contemplated in the Act 
was taken against the defaulting 
agencies . 

(ii) Inspection of the agenc ies 
was not carried out by the Chief 
Medical Officer after initial 
approval. The inspection was 
necessary to ensure that medical 
termination of pregnancy cases were 
continued to be done with requisite 
facilities and under safe and 
hygienic conditions as provided in 
the rule . 

The department stated (January 
1991) that places for MTP are 
recommended by the Chief Medical 
Officer (CMO) for approval by the 
Delhi Administration after 
inspection and that CMO being 
incharge of family welfare programme 
of the Union Territory of Delhi, it 
was not possible to re-inspect the 
already approved MTP units and that 
inspection would be carried out only 
if any complaints are received . Thus 
the provisions of the MTP Rules were 
not being complied with. 

5.11 Purchase of pregnancy test 
kits 

The Directorate decided in 
February 1989 to purchase pregnancy 
kits to determine whethe r a woman 
was pregnant or not befo re 
sterilisation . In March 1989, the 
Directorate purcha sed for Rs. 2. 99 

8-127 CAG/91. 4 9 

lakhs, 1,275 Accuclone Quick Blue, 
an early pregnancy detection kit, 
manufactured by a firm abroad and 
marketed through an Indian firm. All 
the 1, 2 75 kits were distributed in 
March 1989 amongst 10 voluntary and 
16 Government organisations. Four 
units while rejecting the 
performance of the kits in April 
1989 observed that:-

(i) Ki t s did no t have any lot 
numper, or batch number, 

(ii) in positive cases the results 
were negative while negative 
cases showed positive results, 

(iii) the name and address of the 
manufacturer was not given on 
the kits, 

(iv) two units reported that all 
tests carried out on male 
urine samples were positive 
(showed pregnancy). 

It was seen that 263 kits 
valuing Rs. 0.60 lakh had been lying 
unused till June 1990 in one of the 
units against 350 kits issued. In 
another unit (SECH) at Timarpur, 34 
kits valuing Rs . 0.08 lakh had been 
lyifig unused till May 1990. 

The Directorate stated in 
December 1989 that the kits 
purchased .in March 1989 had an 
expiry date of October 1989 but it 
was mentioned on the carton box and 
not on the reagent bottle. The 
department repl i ed (January 1991) 
that all codal formalities were 
followed for purchase of these kits. 

5.12 Unadjusted advances lying with 
government/ voluntary organi­
sations 

According to exist ing prac­
tice, 42 i mplementing agencies are 
g i ven money in advance for making 
payment of incentive money, etc. for 
sterilisation and IUCD cases. On 



Directorate it was seen that 
a dvanc 3 s to the tune of Rs.179 lakhs 
had been l ying unadjusted as on 31 
March 1989 against these agencies . 
I t was noticed that f resh advances 
t o the tune of Rs . 84. 7 2 lakhs were 
pa i d to 13 organisations dur ing 
1987·-89 though eac h of them had 
suffic ient unspent balance to mee t 
the expenses upto March 1989 . Thus 
a dvances of Rs . 160 . 81 lakhs had 
remained 
two years 

unadjusted f or mo r e than 
incl udi ng Rs . 25. 26 lakhs 

against six 
apart from 

private o rgani sations 
MCD , Employees State 

Insurance Corporation , etc. 

The department s t ated that 
each vo l untary organisation was t o 
be given r evolving serv i ce advance 
on a quarterly basis with reference 
to one third of the performance of 

the pr evi ous year and t hat vouchers 
and utilisation certificates o f 
about Ra. 105 lakha had been r eceived 
leaving a bala nce o f Rs . 74 lakhs a t 
t he e nd o f J une 1990 . 

The balance of advance with 
the implementing agencies was, 
however, much more than .that of a 
quarter. 

5.13 Misappropriation of incentive 
money 

5 . 13 . 1 The evaluat i on team set up 
in the Directorate i n Se ptembe r 1989 
visited some implementing age nci es 
a nd also some acceptors of s ter ili­
sation/copper T under the s cheme 
during January and February 1990. 
Their findings in respect of s ome 
ho spitals/agencies were as under:-

======================================~============================== 
Name o f Hospita l / No. of Cases Cases where Denial Complaint 

Agency cases where acceptor was cases cases 
checked house not living 

was in the given 
l ocked address 

Jess.a Ram Hospital 50 5 2 2 2 
ESI Hospital 43 12 13 2 2 
Sanjay Gandhi Memorial 14 5 
Hos pital 
Majeedia Hospital 4 1 
SECH,Timarpur 51 6 37 4 

---------------------------------------------------------------------
Total 162 23 52 14 4 

===================================================================== 

In ESI Hospital, it was 
reported by the evaluation team 
during January/February 1990 that 
"three Medical Officers had been 
entrusted the work pertaining to 
family welfare act i vities but during 
the visit of the team, i t was 
observed that a part time Medical 
Officer is looking after the family 
we 1 fare progr amrne • 
from the records 
that payments have 

It was observed 
of the hospital 
been not made t o 

a large number of acceptors" . It was 
f urther informed by the team that 
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lady health visitor had not been 
going to the field and no follow up 
action had been taken in steri- . 
lisation cases with complaints of 
pain and bleeding. 

In Jessa Ram Hospital, it was 
reported by the evaluation team that 
field workers going for survey work 
filled up the entries o n their own 
without confirming from the 
acceptors . It was a lso stated that 
no follow up action was being taken 
by the hospital staff who were 



involved 
activities. 

in family welfare 

In view of denial of steri­
lisation by at least 14 of the 162 
reported acceptors it was evident 
that the claims were wrong and 
incentive money had not been paid 
to them but misappropriated. 

5 .13. 2 In the course of test-check 
of records, Audit also noticed the 
following instances:-

(a) LNJP Hospital 

(i) Scrutiny of utilisation certi­
ficates for May 198 8 showed that 
payments already claimed and paid in 
100 cases during 1987-88 had again 
been drawn in May 1988 by changing 
the dat es and other records . This 
resulted not only i n misappropri­
ation of Rs.0 . 13 lakh shown to have 
beep paid as incentive in these 
cases, but also the achievement to 
the extent of 100 cases was inflated 
in one month . In another 20 cases 
the same modus operandi had been 
followed and a sum of Rs.0. 03 lak h 
had been misappropriated in July 
1988. 

(ii) The hospital had been 
maintaining thr ee separate cash 
books for payment of (a ) ince ntive 
money; (b) drug a nd d res sing money; 
and (c) para med i cal staff . It was 
seen that cash balance as per cash 
book had never been v e r ified by any 
authorities . The c ash book of para 
medical staff from February 19 83 to 
January 1989, i ncentive mone y cash 
book from October 1989 onward s and 
drug and d ressing cash books from 
July 1983 ~o date had not even been 
closed. 

(iii ) The family p l anning unit 
functioning u nder the LNJP Hospita l 

had been drawing their r equirements 
of drugs and dressing from the 
central store of the hospital . The 
unit had also been drawing drug and 
dressing money from the Directorate 
of Family Welfare . Being part of 
the Delhi Admi nistration, the amount 
received from the Directorate of 
Family Welfare should have been 
credited to hospital account. 
Instead, the amounts were entered in 
the cash book of drug a nd dressing 
account and irregularly kept in a 
saving bank account with Syndicate 
Bank out side the Government 
account. During Sep tember 1976 to 
October 1989, a sum of Rs. 7 .42 lakhs 
was received from t he Dir ectorate of 
Family Welfare on account of drug 
and dressing, out of which Rs . 3. 80 
lakhs were spent by them f or making 
purchases. The relevant paid 
vouchers and stock registers showing 
the receipt and issue of material 
were not shown to Audit. 

The department stated (January 
1991 ) that in surprise check of 
ut ilisation certificates of LNJP 
hospital recently , irregularities of 
t he nature pointed out by Audit had 
been detected by the Directorate of 
Family Welfare also and that LNJP 
hospital had instituted an enquiry 
by Vigilance . The matter regarding 
the expenditure on drugs and 
d r essing was also stated to be 
referred to LNJP for investigation. 

(b) Parivar sewa sanstban (MARIE 
STOPES ) 

The following was the position 
of sterilisation cases done by the 
Parivar Sewa Sansthan (Marie Stopes) 
during 1986-87 to 1989-90 vis-a-vis 
t he position of incentive money 
claimed frqm the Directorate:-
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===================================================================== 
Year cases as per 

Sansth~n 

certificates 

Ho. of cases for 
whi ch i ncentive 
claimed 

Excess no. of cases 
fo r whi ch amount was 
not admissible 

---------------------------------------------------------------------
1986-87 809 1,262 453 

1987-88 1,861 2' 339 478 

1988-89 3,188 3,422 234 

Total 5,858 7 , 0 23 1 , 165 

===================================================================== 

Thus the Directorate had paid 
excess amount of Rs. 2 . 16 lakhs as 
incentive money for 1,165 steri­
lisation cases . The exces s c l a imed 
by _t q_e Sansthan was corroborated by 
a test check of records b y Au dit 
of the health post a t Nang loi whe re 
it was seen that the post h ad made 
claim from the Directorate f o r 
1,443 cases in 1988-89 against 1 ,123 
cases of sterilisation as per_ t he 
records of the post . 

5.14 Issue of laparoscopes a nd 
falope rings 

The stock register of 
laparoscope and falope r ings rev ­
ealed that out o f 138 l aparo s cope s 
worth Rs.75.90 lakhs procured b y t he 
Directorate dur ing April 1987 to 
December 1989, 99 were issued to 34 
organisations leaving 39 laparo­
scopes in stock. 

According to instructions 
issued by the Ministry of Health in 
January 1989,laparoscopes were 
admissibl-e on an average of 1. 5 to 
each team doing the laparoscopic 
operation. Fifteen laparoscopes 
worth Rs . 8 .2 5 lakhs had been issued 
to six organisations in excess of 
the scale laid down by the Ministry. 
In Kasturba Gandhi hospital also, it 
was seen that five laparoscopes 
issued in January 1989 had been 
lying unused (April 1990). 

52 

Mi nistry 's earl ier C'""~lers o f 
Fe b r u a ry 198~ emphas i sed t hat while 
usi ng l aparoscopes o n ly KLI falope 
r ing s be use d by t he d o c t ors . It 
was seen t hat SO laparoscopes we re 
issue d to 16 o rganisat i o ns a nd no 
fa l ope ring s were issued by the 
Direc t o r ate t houg h there was 
sufficient number of r ings i n s t ock. 

Thus 39 lapa roscopes worth 
Rs . 2 1 . 4 5 lakh s were kept id l e i n 
s t ock for t wo years a nd laparo scopes 
had been i s sue d t o the organis~tiona 

wi tho ut e nsu ring t he ir proper use . 
The dep a rtment s tated ( J anu ary 1991 ) 
that ou t of e i g ht lap arosc opes l y i ng 
idle i n Kas tur ba Ga nd h ' t o spit a l, 
three were alrea dy in ·J s e a nd t he 
r e st would be p ut to u s e shortly. I t 
wa s f u rther stated t h a t the Di r e ct­
orate of Family We lfa r e was asse ­
ssing poss i b l e r equ i rement s of lap a ­
r o s c opes by impl ementing a genc ies 
and correlating it with number o f 
teams working with such agencie s a t 
present and that steps would b e 
taken to return laparoscopes to 
Government of India , if necessary . 

5.15 Mass media and publicity wi ngs 

Information, Education a nd 
Communication (IEC) activities are 
vital for the pro.motion of family 
welfare programme. The IEC 
activities are carried through film 
shows, cinema slides, exhibitions, 
hoardings, bus panels, wall 
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paintings, k i osks, on electric and adult education class es . 
telephone poles, posters, handouts, following was the flow of 
orientation training camps, magic diture on publicity during 
shows, baby shows, cultural to 1989-90 :-
programmes, hari kathas, seminars, 
population education activities and 

================================================================= 
Year 

1985-86 
1986-87 
1987- 88 
1988-89 
1989-90 

Budget allocation 
(in lakhs) 

Period 
up to 

6.00 December 
23. 50 Decem@er 
15.00 February 
20 .00 Decembe r 
20 . 00 September 

Expenditur e Total expen 
-diture 
during the 
year 

( in lakhs of r upees ) 

1985 o. 77 5.77 
1986 1.94 23 . 46 
1988 0 . 64 13 . 19 
1988 0 .02 10 . 21 
1989 0 . 0 7 16.70 

--------------~-------------------------------------------------------------------------------------------------------------------

The 
expen-

1985-86 

The above table wou ld i nd i cate 
that virtually there had been no 
performance/activities of the 
publicity wing during the fir s t 
three quarters of a ny financial 
year. There was· rush of expenditure 
i n t he last quarter to exhaust the 
funds during the respective 
financial years. 

Reports of various activities 
for propagating family welfare 
programmes compile~ by the Ministry 
of Family Welfare revealed the 
performance of t he Directorate as 
under :-

================================================~================ 

Name 

Film s hows 
Mass meetings 
Group meetings 
Tape reco rding 
Exhi bitions 
Ha r i katha 
Seminars 
Orientat i on training 

1985-86 

1 ,168 

18 

camps 73 
Baby s hows } 
Cultural progranune } 
Puppet shows } 
Magic chow':! } 
Ti n plate distribution 
Printing of handbill s 
Posters 
Press c o verage 
Str eet plays 

1986-87 1987-a8 

341 2, 008 

12 

60 260 

1988-89 

2,764 
4,432 

1,01, 60 
98 
17 
42 

496 

170 
108 
204 

50 
110 

18,992 
30,000 

1 , 66 , 000 
6 

20 
================================================================= 
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================================================================s 
If••• 
Distribution of 
colour TV & VCR 
Hoardings 
Banners 
Cinema slides 
Wall painting 
Bue panels 
Population education 
activities 
Kiosks 

1985-86 1986-87 1987-88 

50 100 

3,116 
294 

1988-89 

19 

93 
294 

24 

================================================================= 

The Directorate did not 
produce any records of group 
meetings , tape recording, exhibi­
tion, press coverage, street plays 
to Audit so as to check the veracity 
of reports sent to the Ministry. On 
the other hand scrutiny of related 
records revealed that information 
s ent to the Ministry was inf lated to 
show better performance to the 
Ministry a s indicated below:-

( i) Film shows. - The unit had 
reported arranging o f 2,764 film 
shows to t he Ministry dur i ng 1988-
89. There were no details with the 
Directorate showing the dates/ 
location where these shows were 
held. From the film shows programme 
circulated and the entry recorde d in 
the log book of cinema van and other 
vehicles, i t was seen that against 
223 film shows proposed for 
execut i on during 1988-89 only 70 
shows were actually held. 

The Di r ectorate s t ated that 
the reports sent to t he Ministry 
were based on informat ion received 
from o ther organisations - Municipal 
Corporation o f Delhi, New Delhi 
Munic ipal Committee, Central Govern­
ment Health Scheme a nd Family 
Pl~nning Association of India, etc. 

(ii) Wal l paintings.­
rate had made payment 
lakhs to a publicity 
1986-87 to 1989-90 

The Directo­
of Rs . 17. 39 
fi rm during 

for wall 
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paintings at various places in 
Delhi. The sample survey conducted 
by Audience Analysis Wing of the 
Ministry of Health and Family 
Welfare showed that there were only 
45 wall paintings at 11 sites 
against 140 claimed to have been 
painted by the Directorate during 
February to June 1989 . The survey 
team further observed that there was 
invariably no mention of date of 
painting on any wall and in some 
areas the paintings were found 
damaged. In a survey conducted by 
Employees State Insurance Dispen­
sary, Saroj ini Nagar, it was seen 
that against 325 sq.ft. of wall 
painting done at S.N.Depot, the 
payment had been made for 500 sq.ft. 
The scrutiny of records for 1987-88 
showed that in 91 cases, the 
Direc torate did not take into 
account the certificates of various 
Pradhans/Surpanches of some villages 
and had made excess payment of 
Ra . 0. 42 lakh to t he contractor due 
to excess billing of 30 ,725 sq. ft . 
of wal 1 painting. The records for 
1988-89 showed that in 94 cases even 
though there were no certificates 
from any Surpanch/authorised body , 
the bills for 1,65,610 s q.ft . of 
wall pa i nting of the cont ractor were 
passed for payment for Rs. 2. 29 
lakhs . During 1989-90 also, payment 
of Rs . 6. 42 lakha was made to the 
same contractor for wall paintings 
on the basis of Village Pradhan' a 
certificates for compl etion of job. 
stated to have been received by the 
Directorate. Howe ver, thes e c eY.ti-



ficates were not made available to 
Audit for test check. 

(iii) Display of banners.- The 
annual reports of the Ministry of 
Health and Family Welfare showed 
that no banners were displayed 
during 1985-86 to 1987-88 and only 
294 banners were displayed by the 
Directorate during 1988-89. The 
records of the Directorate revealed 
that a sum of Rs. 3 . 97 lakhs was 
paid to the contractor for display 
of 3,111 banners during 1985-90. It 
was further noticed that against 
display report of 294 banners during 
1988-89 sent to the Ministry, the 
Directorate had made payment for 506 
banners. Of these, the order for 
preparation and display of 200 
banners in Delhi by 31 March 1989 
was placed on 29 March 1989 . The 
completion certificates showed that 
there was no display of any banner 
in March 1989. There existed no 
stock entry of these 200 banners. In 
the circumstances it was doubtful 
whether 200 banners had actually 
been displayed by the Directorate. 
It was noticed that against the 
display of 36 banners at Indira 
Gandhi Anniversary in October 1988, 
the Directorate made payment for 94 
banners. 

The records of the Directorate 
showed that no quotations for the 
display of banners were invited and 
that a particular firm was entrusted 
with t he wor k of wall. painting and 
display of l..id.nners during 1988-90 . 
The Dir e ctorate made payment for 
display of 470 banners at Rs . 140 per 
banner instead of the prevalent rate 
of Rs.104. The rate of Rs. 140 per 
banner was applicable from the 
financial year 1989-90 only . 
Further, during 1989-90 payment of a 
sum of Rs .1. 68 lakhs had been made 
to the firm for display of 1, 200 
banners. Although the payment was 
stated to have been made on the 
basis of display certificates from 
the concerned authorities submitted 

by the contractor, the same were not 
made available to Audit. 

(iv) Hari katha, O.T.camps, semi­
nars, baby show, distribution of 
plates, printing of hand bills and 
posters.- Against the reports of 
holding of 42 hari katha, 170 
orientation training camps, 496 
seminars, 108 baby shows for the 
year 1988-89 sent ' by the 
Directorate to the Ministry, it was 
seen from the expenditure recorded 
in the expenditure control register 
that 20 hari kathas, 57 orientation 
training camps, 115 seminars and 53 
baby shows had been held. It was 
thus obvious that figures intimated 
to the Ministry were not reliable. 

(v) Execution of work through 
Directorate of Advertising and 
Visual Publicity.- During March 1986 
and 1987, the Directorate at the 
instance of the Ministry of Family 
Welfare placed funds of Rs.17 lakhs 
at the disposal of the Directorate 
of Advertising and Visual Publicity 
(DAVP) under the Central Government 
for carrying out publicity on family 
welfare programme . The account of 
advance was to be rendered by the 
Directorate to the Pay and Accounts 
Office within one month of the 
drawal of the advance. 

Against the advance payment, 
DAVP sent to the Directorate a 
statement of expenditure of Rs.11.22 
lakhs up to December 1988. Bills 
submitted by them, however, showed 
payment of Rs.15.76 lakhs on 
different items of publicity through 
kiosks, bus panels and hoardings 
upto the said period. These bills 
were verified and certificate of the 
work having been completed satis­
factorily was recorded by State Mass 
Education and Media Officer for 
adjustment, though no details 
regarding the number of hoardings, 
etc., their location and the period 
of qisplay had been given in any of 
the bills by DAVP . The Directorate 
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of display had been given in any of 
the bills by DAVP. The Directorate 
passed a bill for adjustment of 
Rs.8.55 lakhs in December 1987 and 
another bill for Rs. 5. 35 lakhs in 
November 1990 showing a balance of 
Rs.3.10 lakhs against Rs.5.78 lakhs 
shown by DAVP. Thus the account of 
advance submitted "· by DAVP was not 
properly scrutinised by the 
Directorate and account for the 
balance amount had not been 
submitted by DAVP even after four 
years of the drawal of advance. 

6. Fraudulent drawal of Govern­
aent money in Hospital for 
Mental Diseases, Shahdara 

Test check of records of 
Hospital for Mental Diseases, 
Shahdara for the period April 1986 
to December 1989 conducted by Audit 
in January 1990 revealed that 
general store items were purchased 
without prior approval of the 
competent authority. On receipt of 
bills from firms, ex post facto 
sanctions for Rs . 4.21 lakhs were 
accorded by the Medical Superin­
tendent (MS) of the hospital for 
the settlement of bills of the 
suppliers without specifying the 
name, quantity/number of the goods 
purchased. The copies of sanctions 
which were required to be sent to 
the Accounts Officer (AO) of the 
hospital for preparation of fully 
vouched contingent 1 bill (FVC) and 
Pay and Accounts Officer (PAO) for 
payment by post were received by 
the storekeeper of the hospital on 
their behalf. A test check of 
records revealed that nine ex post 
facto sanctions accorded by MS for 
smaller amounts of Rs . 0.52 lakh in 
December 1987 to March 1989 were 
subsequently inflated for Rs . 4.21 
lakhs by making plus entries of 
heavy amounts through interpolation 
in figures as well as words and 
additional fake bills for matching 
amounts 
suppliers. 

were obtained 
Thereafter, nine 

from 
FVC 
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bills for a total amount of Rs.4.21 
lakhs were prepared by hospital 
officials and got signed by the AO, 
the Drawing and Disbursing Officer 
(ODO) of the hospital and sent duly 
supported by the inflated sanctions 
and bills to the PAO for passing and 
issuing cheques for payment in 
favour of suppliers. After receipt 
from the PAO, the cheques were 
handed over by the cashier to the 
suppliers. 

Thus, a sum of Rs. 3. 69 lakhs 
was fraudulently drawn by inflating 
the amount of nine sanctions. 
Strangely the additions of heavy 
arriounts by making plus entries in 
the ex post facto sanctions without 
attestation by the sanctioning 
authority were accepted by the AO, 
ODO as well as the PAO and FVC bills 
for a total amount of Rs.4 .• 21 lakhs 
were drawn and paid without 
ascertaining the genuineness of the 
sanctions against unusual additions/ 
interpolations. When it came to the 
notice of the hospital authorities 
that an ex post facto sanction 
accorded by MS for Rs. 50 in March 
1989 for payment of store items had 
been changed to Rs.68,025 and 
accompanying bill with the sanction 
for Rs. 50 was replaced by another 
bill for Rs.68,025 for encashment by 
PAO, the storekeeper was placed 
under suspension in April 1989. A 
First Information Report for 
fraudulent drawal of Rs . 2. 55 lakhs 
only by tampering with four 
sanctions was lodged with the police 
in May 1989. The outcome of police 
investigation was awaited. 

The fraudulent drawal of 
Government money was made possible 
due to negligence and non-adherence 
to rules by the sanctioning 
authority, store officers, AO, ODO 
of the hospital and PAO . 

Further, bills for Rs.9.72 
lakhs for the purchase of 
stores/stationery articles appeared 
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without. the receipt of goods . The 
modus operand1 adopted was 1 

(i ) Non- a ccountal of receipt of 
general storesr Rs.8. 35 lakha 
by r ecording fake cert i ficates 
on the billa t hat the goods 
had ~een ent ere d on a 
particular page of the stock 
register . 

(ii) Excessive charging off to the 
account by manipulating 
i ndents/ inflati ng issues: 
Rs .0 , 90 lakh. 

(Hi) Recording i ssues o f store a in 
excess than t he quantity 
indented 1 .Ra. 0. 42 l akh. 

(iv) Non-accountal of r eceipt o f 
sta tione ry articles: - Rs.0. 05 
lakh. 

Thus i t was evident t hat due 
t o signing o f e.x post facto 
s anctions r out inely by the MS on the 
basis of bil ls r eceived without 
i ndicating specif ic items purchased 
and lack o f v igi l ance and non­
exercise of necess a r y checks as 
provided under the ru l es by AO, ODO 
and PAO, the amount o f sanctions 
were inflat ed and fake bills f or 
heavy amounts were obtained from t he 
suppliers by the officials of the 
hospital and FVC bills were 
prepared and got passed by PAO for 
payment without actual receipt of 
goods . The indents for the issue of 
stores prior to April 1986 were not 
made available t o Audit . 

The following irregularities, 
which were not detected by t he 
s upervisory officers of the 
hospital, facilitated pilferage/ 
fraud in general store/stationery 
articles:-

( i ) Certificate on the body of 
b ills a nd thei r e nt ry i n the 
stock reg i ste r relating t o 
the r e c e i p t of s tores was 
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signed by the store officer 
without physically verifyln9 
t he quantity and quality •• 
per the sanction/purchase 
order and attestation of 
r elevant entries in the stock 
register. 

(ii) There were numerous over­
writings and erasures in the 
records of recei pt and issue 

(iii) 

(iv) 

(v) 

of s tores. 

Physical verification of 
stores had not been conducted. 

St.ores were issued without 
p roper aut))ority. 

Inventories or accounts were 
not subjected to interna! 
check contravening the 
provision of the General 
Financial Rules. 

No action was, however, 
initiated to fix the responsibility 
for fraudulent withdrawal of money 
a nd to recover the loss . 

The matter was ref erred to the 
Ministry of Health and Family 
Wel f are and Delhi Administration in 
August 19901 no reply has been 
r e ceive d (Feb ruary 1991). 

Commissioner of Industrie• 

7. Money kept out of Government 
account a 

As part of rendering infra­
str uct ural facilities to the entre­
prene u r s , the Directorate of 
Industries invited ~pplications f •.)r 
allotment of 500 industrial plot• 
being developed in Patparganj, _Delhi 
ao as to reach the department by 25 
May 1988. Each application . waa 
required to be a ccompanied by a bank 
draft o f Rs. 5 , 000 as earnest money 
deposit (EMO) which was to be 
adjusted t owards the premium of plo~ 
o f the allot.tee. 25,957 appli-



c at ion• together with bank draft• 
worth Rs.12 . 98 croree were r ece ived 
by the Depart ment till the specified 
dat e . 289 appl icante were f ound t o 
be ineligibl e due to cer ta in 
d~ficiencies and t heir bank d ra fts 
valued a t Rs . 0 .14 cro re wer e 
r e t urned i n July 1989 . 

Teet c heck o f r e cords by Aud it 
in February 1990 r e vea l e d t h a t the 
b a nk d r afts f or Rs . 12 . 98 cro r es ha d 
not been c:!eposited i nto Government 
account and period o f t he ir validit y 
had expired. The d r aw o f l o t s wa s 
held f rom 14 to 16 Janua r y 1990 . The 
b a nk drafts o f the successful 
a ppl i c ants we r e go t r evalidated and 
draf t s for Rs . 12 . 59 c rores , 
perta i ning t o the unsuccee~ fu l 

a pplicants were ret urned during 
March 1990. 

Thus an amount of Rs.12 . 98 
crores received o n beha l f o f t he 
Gover nment was kept out of Gove r n­
me nt a ccounts f or 14 months and 
Rs . 12.84 cror e s f or another 8 months 
in co ntravention of t he rules. 

The Department stated in July 
1990 that the dec ision not to 
deposit the bank drafts in any of 
the banks and even at the treasury 
was on the specific . orders of the 
Chief Executive Councillor duly 
endorsed by the Lt .Governor of the 
On ion Territory of Delhi to 
facilitate the refund to the vast 
major ity of the unsuccessful 
appl !cant s as the number of plots 
avai l able was only 500 against about 
26,000 appl i cants. 

The Ministry of Industry in 
November 1990 had endorsed the 
c omments of t he department. 

I . Delay i n construction of Udyog 
Sada n 

The Commi ssioner of Industries 
got a scheme approved by Planning 
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Commission for the con s truction o f a 
composite off ice bui lding named 
"Udyoq Sadan• for providing 
r equ is i te a s sistance to the ent r e ­
prene urs by hous i ng the a uthoritiea 
conne c t e d with indu s trial de velop­
ment under one roof. It would als o 
save the aut horiti e s l ocated in 
rented b uildings f r om high ma r ket 
r e nts . Origi nally, t he plan was t o 
a cqu i re about an a c re of land f o r 
hous ing the off i c e of t he 
Commiss ioner ol Industrie s, Delhi 
Stat e ~ndustrial Developme nt Corpo­
ration (DSIOC), Tr ade Centr e, Delhi 
Fina nce Corpor atio n (DFC) and Delhi 
Khad i a nd Vi llage Indus tries Board. 
Late r, i n May 1986 t he Delh i Mine ral 
Development Cor poration (DMDC) and 
Delhi Energy Deve lopme nt Agenc y were 
also added as t hey showed t heir 
willingness t o be loc ated i n Udyoq 
Sadan . 

For t he const r uct ion of office 
buildi ng, the Del hi Development 
Authority (ODA) allotted i n Karch 
1986 two acr es of land in t rans 
Yamuna area and two plots of 1,000 
sq . me tres eac h in the south of IIT 
institutional area to the department 
at a cost of Rs.19.96 lakhe at Rs.8 
lakhs per acre. The allotment of 
land was, inter 111111, on the 
condition that the construction of 
the building should be completed 
within a period of two years from 
the date of handing over the 
possession of land. The cons­
truction work was entrusted to DSIDC 
as a deposit work and the possession 
of land was taken by it in March 
1986. The design of the building 
submitted by DSIDC was approved by 
Selection Committee in November 
1986. An outlay of Rs.200 lakhe was 
approved in January 1987 for the 
construction of building by the 
Standing Finance Committee of Delhi 
Administration. Amounts of Re.160 
lakhs and Re. 20 lakhs were paid to 
DSIDC in April 1986 and March 1987 
respectively. The construction plan• 
of the building were approved by DDA 
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in July ·1997 . The Chief Engineer of 
DSIDC had intimated the 
Commissioner in July 1987 that the 
construction of the buildings in the 
south of ! I T and trans Yamuna would 
be completed in one and a half years 
and two years respectively from the 
date o f the award of the work. 

In November 1987 the allotment 
of two acres of land in trans Yamuna 
was cancelled by DOA on the ground 
that the land was required for the 
local railway terminal. An expendi­
ture of Rs.1.24 lakhs had been 
incurred by then on architectural 
fee for making rtlodels and drawings 
and on soil testing. No alternate 
site was provided by DOA till August 
1990. 

The constructior) of building 
at south of !IT was started in 
April 1988 after a delay of more 
than two years from the date of 
taking over of possession of the 
land. The estimate of the cost of 
the building was revised by DSIDC 
from Rs. 61 lakhs in March 1986 to 
Rs. 99 lakhs in November 1987. The 
Commissioner justified in August 
1990 the increase in the estimated 
cost of the building on the ground 
that the plinth area had been 
revised from 2,667 sq.metres to 
3,020 sq.metres and specifications 
for flooring etc. were impro¥ed. It 
was, inter alia, stated that 
estimates were based on approved 
cost index of Delhi at 370 in 
November 1987 as against the index 
of 312 in March 1986. It was also 
clarified that due to over riding 
priorities of the railways whose 
line alignment would pass through 
trans Yamuna area, the allotment of 
land was cancelled by ODA and 
alternate site had not been allotted 
inspite of personal meetings held at 
the Commissioner's level in December 
1988 and regular pursuance with the 
ODA authorities and that efforts 
were being made to obtain alternate 
land. Delay in the completion of the 
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work in south of !IT institutional 
area was attributed by the 
department to certain problems in 
the hard soil strata at the lower 
level in the basement, non­
availability of water for 
construction and limited space for 
stacking of material etc . Work to 
the extent Of 58 per cent only 
valuing Rs.56.05 lakhs had been 
completed by March 1990. 

Thus a sum of Rs.124 lakhs out 
of Rs.180 lakhs remained unutilised 
with the DSIDC for more than three 
years. Rupees 16 lakhs relating to 
the cost of two acres of land taken 
back by ODA in November 1987 
remained blocked with the ODA as it 
failed to provide alternate site to 
the department even after about 
three years. Besides, expenditure of 
Rs.1.24 lakhs incurred on archi­
tectural fee etc. on the land was 
rendered infructuous. The objective 
of bringing under one roof all the 
services had not been achieved. 

Agreeing with the reply of the 
commissioner of Industries, Ministry 
of Industry stated in November 1990 
that the objective of bringing under 
one roof a number of organisations 
with whom the Department of Industry 
have interaction such as DSIDC, 
DMDC, DTDC,DFC and DEDA was being 
act i vely pursued and would be 
realised in the near future as the 
DSIDC was expected to comp lete the 
construction work soon. 

The Commissioner intimated in 
February 1991 that the building had 
been completed in December 1990. It 
was, however, not ~l lotted to the 
concerned authorities till March 
1991. 

9. Avoidable expenditure on deve­
lopment of land at Gharoli 

In June 1982 an Industrial 
Policy statement for the Union 
Territory of Delhi was announced for 



the_ promotion of i ndustries a nd to 
provide, inter alia, adequat e i n f ra­
structure in the form o f devel oped 
industrial p l o ts and/or built-up 
flatted factor i e s /work- sheds , e tc., 
preferably in functional groups . 
Pursuant to that pol icy, the 
Directorate of Industries (now 
office of tQe Commiss i o ne r of 
Industries) formulated a s c he me 
during the Sixth Five Year Pl an and 
continued it in the Sev e nth Five 
Year Plan for acquisit ion o f about 
300 acres of land and deve lopment o f 
industrial complex at Ghar o li . The 
Department was given a commitment i n 
March, 1985, 1986 and 1988 by Delhi 
Development Authority (DDA) o f 
allotment of 105 . 5 acres of land . 
An outlay of Rs. 6 crores was 
approved by the Planning Commiss i on 
in May 1985 for implementat i on o f 
the scheme in the Seventh Five Year 
Plan . 

' On. account payment ' amounting 
to Rs. 63 7. 7 5 lakhs was made by the 
Department to DDA for t he 
acquisition of 105.5 acres of l and 
in March 1985, 1986 and 198 8 . 
Possession of 52. 5 acres and 5 . 41 
acres of land at Gharoli a gains t t he 
payment for 105.5 acres of land was 
handed over by DDA to the Publ ic 
Works Department (PWD ) in Marc h 198 5 
and March 1986 res pec tively . 
Development of 283 plots in an are a 
of 55 acres at Gharoli was planne d 
in 1985 for five Functional 
Industrial Estates (FIEs) i n the 
field of electronics, elec t ric a l s, 
optics, fibre optics and lenses, 
packaging and leather and s ports 
goods. The work for the development 
of land was entrusted to PWD f or 
which a sum of Rs .16. 28 lakhs was 
paid upto March 1990. The layout 
plans submitted by the PWD was not 
cleared by DDA in November 1987 , as 
i t was not upto the desired 
standards of planning. 

The s c heme was abandoned in 
August 1989 by the Administration 
and it was also decided i n August 
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1989 t o hand over the land taken 
over by t he Department back to DDA 
a nd to obtain the refund of t he 
amount paid. An expenditure of 
Rs . 15 . 94 lakhs had been incurred 
(March 1990) by the PWD on earth 
f i l ling and fencing. 

The Ministry of Industry 
s tated in November 1990 that the 
a bandonment of the scheme by Delhi 
Administration was based on the 
decision o f t he Lt .Governor of Delhi 
take n in 1989 not to develop any new 
i ndustr ial estate in the Union 
Territory due t o various i.nfra ­
structural constraints. 

Thus an expenditure of 
Rs.15 . 94 lakhs incurred on earth 
f ill i ng and fencing had been 
infructuous. Further, refund of 
Rs. 327 . 75 lakhs on account of the 
c o s t of 47 . 6 acres of land not 
ha nded over by DDA had not been 
obtained even after a lapse of more 
t ha n t wo years. 

Irrigation and Flood Control 
Department 

10 . Non-recovery of dues from a 
contractor-belated appointment 
of arbi trator 

The work of increasing the 
capac i t y of Najafgarh drain from RD 
1 , 16 , 700 to RD 1 , 18, 050 e arth work 
above and be low sub-soi l water level 
was awa rded by Executive Engineer 
(EE ) t o a c ontractor at the 
tendered amount of Rs. 10 . 70 lakhs 
which wa s 26 . 47 per cen t below the 
estimated cost of Rs . 14. 56 lakhs . 
The work wa s to start in April 1984 
a nd was t o be completed in August 
1984 . 

The work was slow from the 
very beginning. The EE issued 
notice t o the contract or in Sep­
tember 1984 to accel e rate the work 
and d ispose o f the e xcavated earth 
to d i sposal s i te a s me nt ione d i n t he 
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a9reement . The contract o r in his 
reply of November 1984 expressed h i s 
inab ility to t r ansport e xcavated 
earth to the sti pulated point due t o 
heavy t r af f ic on the Ring Road and 
offe red to dispose i t of in his own 
way. Al though permissio n t o dispose 
of exca vated ear t h a t a point 
outside Government land was granted 
by the EE i n May 198 5 on the 
condition that the work would be 
treated a s s ubstituted item and 
royalty f o r earth a t the r ate of 
rupees three per cu.m . would be 
deducted, the work did not progre s s. 
The EE issued another s how c ause 
notice in October 1985 f or taking 
action t o r esc i nd t he contract and 
getting t he bal ance work executed 
at h is risk and cost . The De pa r tment 
rescinded t he contract in November 
1985. The s ecurity deposit of 
Rs . 0.21 lakh of the contractor was 
also forfeited by the EE . The 
contrac t o r had completed 24. 83 p er 
cent of t he work valued a t Rs . 2. 66 
!.akhs b y t hen and full payment o f 
Rs . 2 . 66 lakhs had been made t o him. 

The balance work was a warded 
to a nothe r contractor in April 1986 
at. a t ender ed amount o f Rs. 11 . 61 
lakhs whi ch was 14 .70 per cent above 
the estimated c os t. The contra ct or 
had execut ed the work valued at 
Rs.10 . 68 lakhs til l Apri l 1987 when 
it was for e c l osed by the Superin­
tending Engineer. Thus the work got 
done through the second contract or , 
r esulted i n extra expenditur e o f 
Rs.2. 64 lakhs which was recoverable 
from the fir s t contract o r . 

ThoLy~ tne Department had 
circulated t he o rders for recovery 
of Rs. 3. 86 lakhs on the basis of 
estimate d c ost of the balance work 
to be executed in April 1986 , no 
amount had been recovered from the 
defaulting contract or. 

. Delhi Administrat i o n s t ated 
that a n arbit rator was appo inte d i n 
October 1990 t o adj udicate t he claim 
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of the Department and act i on t o 
recover the amount would be taken on 
receipt of award of the arbitr a tor . 
Due t Q belated appointme nt o f t he 
arbitrator the extra expendi ture of 
Rs . 2.64 lakhs had not bee n r e covere d 
from t he contractor even a f ter a 
l apse of more than five years of the 
rescission of the cont ract. 

The mat ter was referred to the 
Minis t ry of Water Resource s in June 
1990 ; no r eply has been received 
(February 1991). 

11 . Non- recovery o f dues froa a 
contractor 

The work 'Increasing the 
capacity o f Najaf garh drain f r om 
Dhansa regulator to Bharat Nagar 
bridge Widening of Najafgarh drain 
including improvement of existing 
dr ain from reduced distance 12, 300 
ft . to 18 , 200 f t. (Phase-I)' was 
awarded by the Executive Engineer 
(EE) Najafgarh Dr ainage Division II 
to a contractor in January 1987 
f or Rs.6.02 lakhs . The work was to 
be c ompleted in May 1987 . 

The progress of work was slow 
as work f or Rs . 1 . 7 3 lakhs only was 
completed upto Marc h 1987. A show 
cause notice was issued t o the 
contractor in Apr il 1987. As the 
progress of work did not improve, 
the contract was rescinde d in July 
1987. 

The balance work whic h was 
awa r ded in March 1988 to another 
contractor for c ompletion by June 
1988 was actually completed at a 
cost of Rs. 5. 89 lakhs in August 
1989 after a delay of more than one 
year . 

Thqugh the EE had circulated 
the orders in June 1989 to all the 
Chie f Enginee rs o f Delhi 
Admi nistrat ion, Delhi Development 
Authority, etc . for effecting 
recovery of Rs. 2 .10 lakhs from the 



first contractor on account of extra 
cost on the completion of the 
balance work, no amount had been 
recovered from him . 

Further, a penalty of Rs. 0. 4 3 
lakh imposed by the Superintending 
Engi neer under the agreement had 
also not been recovered from him. 
Thus a recovery of Rs . 2. 53 lakhs 
had been pending against the 
defaulting contractor for about 
three years from the date of award 
of the balaqce work to another 
contractor . 

The Ministry of Water 
Resources stated in November 1990 
that an arbitrator had been 
appointed and action to recover the 
amount wo uld be taken after receipt 
of the award. 

Land and Building Department 

12. Irregular release of loan for 
redevelopaent of Shahajahana­
bad 

A project report for the 
scheme of "Redevelopment of Shahaja­
hanabad" (Old Delhi) at an estimated 
cost of Rs. 3 7 5 crores, prepared by 
the Delhi Development Authority 
(DOA) was submitted by the Delhi 
Administration to the Ministry of 
Wor_ks and Housing (now Ministry of 
Urban Development) in September 
1982. The scheme aimed at : 

(i) Construction of 7500 dwelling 
units in transit camps; 

(ii) Acquisition of 125 hectares of 
land in the walled city for 
Development of parking areas, 
widening of roads and 
replacement of existing 
services; 

(iii) Redevelopment 
areas; 

of clearance 
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(iv) Rehabilitat i on of one lakh of 
res iduary population to be 
shifted from the walled city; 

(v ) Construction of group-housing 
for 2000 families; and 

(vi) Building 
facilities 

for commur.ity 
including centres 

and dispensaries , etc . 

The Ministry raised some 
objection s on the basic formulations 
of the s cheme in November 1982 . 
Instead of submitting parawise 
replies to the objections raised by 
the Ministry, a second project 
report was prepared and submitted 
directly to the Mini s t r y by the 
planning wing of the ODA . The 
Ministry asked Delhi Admi nistration 
i n March 1985 whether in v iew of the 
second proje ct r eport , the fir s t 
report submitted in 1982 should be 
treated as withdrawn . The Delhi 
Administration did not take any 
decision on this issue. The scheme 
had not been approved by the 
Ministry till March 1990 . 

The Land and Building 
Department of Delhi Administration, 
however, g r anted a loan of Rs. 50 
lakhs in March 1986 and Rs. 200 
lakhs in March 1987 to the slum wing 
of the DOA for p rocuring the land at 
Mata Sundri Road for resettling the 
families staying in dangerous katras 
in the walled city. No expenditure 
had been incurred by the slum wing 
of DOA due to non-finalisation of 
the scheme . The loan, carrying a 
rate of interest of 10. 2 5 per cent 
per annum (12 . 75 per cent per annum 
penal interest) , was repayable in 
15 years. The recovery of the first 
instalment of principal as well as 
interest was to commence on 
completion of one year from the date 
of release of the grant. No recovery 
had, however, been made (September 
1990). 

I 
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The Depar t ment stated in 
August 1989 that the scheme had not 
been implemente d by ODA and tha t t he 
mat t e r had been taken up wi t h the 
ODA to refund the ent i r e amount o f 
loan o f Re . 2 50 l akhe t ogether with 
int e rest . 

Sanct ion o f loan of Rs . 250 
lakhs in March 1986 and 1987 to t he 
ODA by t he Admi n i st r a t ion wi thout . 
t he a pp r o va l o f the s cheme by the 
Minis try wa s i r regular . Information 
r egarding t he r e fund of loan t oge­
ther with i nte r e s t had a l so not bee n 
furnis hed (Septembe r 19 90 ). 

The matter was ref e r red t o the 
Ministr y of Urba n Development and to 
the Delhi Administ r ation in May 
1990; no r eply has been received 
-( February 1991) . 

13. 

Public Works Depart.ant 

Delay in completion of Yamuna 
Bridge near ISBT,Delhi 

Mi nistry of Shipping a nd 
Transpor t sanct i oned construction of 
Yamuna Bridge near the Inter State 
Bue . Terminus (ISBT ) at an estimated 
cost of Re . 37 . 28 crores in 1982. The 
work of construction of the bridge 
was divided into four parts viz. 
main bridge, left guide bund, 
eastern approach and the western 
approach. The project was scheduled 
to be completed by June 1987. The 
construction of the left guide bund 
and the eastern approach was 
completed in February 1986 and 
November 1986 respectively. 

The construction of the main 
bridge was awarded by the Executive 
Engineer (EE) of Yamuna Bridge 
Project to National Buildings 
Construction Corporation Limited 
(NBCC) in June 1984 at the 
negotiated amount of Rs.8.56 crores . 
The work was to commence in June 
1984 and was to be completed by June 
1987. 
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As the progress of the wor k 
was s low, the depa rtment issued show 
c aus e notices to NBCC dur ing 
Februar y 1986, Se ptember 1986 and 
J uly 1987 to accel erate the 
pr og r ess. When the posit i o n did not 
improve , the EE, with the appr ova l 
of the Mi nistry o f Urban Develop­
ment, took over the work depar tmen­
t a lly in August 1987 a t the r isk and 
cost o f NBCC a s per the terms o f t he 
ag reement. The NBCC had by then , 
completed 4 7 per cent of the work 
yaluing Rs.4 . 04 crores against which 
payment of Rs . 3 . 89 crores had been 
made to them . The work was sti ll in 
progress (J a nuary 1991) . 

Though the EE had c irculated 
the orders f or e f fec t ing t he 
recovery of Rs.1.03 croree from NBCC 
i n January, March and May 1989 to 
the Central Public Works Depar t me nt, 
PWD and public sector undertakings 
respec tively, no amount bad been 
recovered . 

The Chief Engineer appoi nted 
an arbitrator to adjudicate the 
claims of the department in May 
1989. NBCC did not accept the 
arbi trator and made a reference to 
the Ministry of Industry, Bureau of 
Public Enterprises who appointed 
another arbitrator in September 
1990. A compensation of Rs.0.78 
crore was levied by the 
Superintending Engineer on NBCC in 
November 1990 for delay under the 
terms of agreement. 

A sum of Rs.4.21 crores (extra 
expenditure at risk and cost 
Rs.3.43 crores; compensation for 
delay Rs.O. 78 crore) had become 
recoverable from NBCC upto September 
1990 for which the department has 
yet to submit the claim before the 
arbitrator appointed by the 
Ministry. 

The construction of the 
Western approach to the Yamuna 
Bridge was awarded to a private firm 



in October 1984 at the negotiated 
amount of Rs . 9. 39 crores which was 
30 . 94 per cent below the estimated 
cost of Rs .13 . 60 crores. The work 
was to commence in October 1984 and 
was to be completed by April 1987 . 

The progress of this work was 
also slow and only 35 per cent of 
t he work valuing Rs . 3. So crores was 
completed by the firm upto the 
s'l:ipulated date of completion. The 
Executive Engineer (EE) issued a 
letter for the first time in 
September 1987 and again in February 
1988 asking the firm to accelerate 
the progress of the work. When the 
position did not improve the EE 
issued show caus.e notices to the 
firm in March and August 1988. The 
reply to the notices was found not 
satisfactory by the EE and the 
contract was rescinded in December 
1988 at their risk and cost and the 
security deposit of one lakh rupees 
forefeited . Penalty of Rs.1.36 
crores was also levied by the 
Superintending Engineer in November 
1988 in terms of the agreement . The 
value of work done by the firm till 
the rescission of the contract was 
Rs.4 . 95 crores . 

The balance work was awarded 
in July 1989 to another firm at a 
negoti ~ted amount of Rs.7 . 24 crores 
which was 77. 67 per cent above the 
estimated cost of Rs.4.07 croree . 
The work was scheduled to be 
completed by April 1991. 

In August 1988, the defaulting 
firm requested the Chief Engineer 
(CE) to appoint an arbitrator tc 
settle the dispute. The CE appointed 
an arbitrator in November 1988. The 
firm submitted claims for Re.5.38 
croree and the department in turn 
preferred counter claims for Re.6 
crores. The arbitrator resigned in 
Februa~y 1989 as the firm contested 
hie appointment. On the direction of 
the High Court, another arbitrator 
was appointed by the CE in July 
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1989 . The firm filed another suit in 
the High Court against the 
appointment of the second arbitrator 
also and obtained a stay order which 
has not been vacated (January 1991) . 

The department , however , 
circulated in December 1989 r ecover y 
orders of Rs. 6. 2 5 crores inc 1 uding 
compensat ion of Re . 1. 36 croree due 
from the firm to all the divisions 
of PWD and CPWD . The f irm filed a 
suit in the High Cour t against the 
orders for recovery of Ra. 1. 36 
croree on account of compensation. 
On the decision of the court the EE 
circulated revised orders for the 
recovery of Rs .4 .89 crores ·in 
December 1990 . No recovery has been 
effected (January 1991) . 

In 1979, the Central Road 
Research Institute (CRRI) had 
estimated that 0. 77 lakh Passenger 
Car Unit (PCU) per day would be 
using the bridge in 1991. The CRRI 
had also made an economic 
evaluation . . The cost benefit 
analysis had indicated that an 
annual economic benefit of Rs.2. 74 
crores would accrue f rom the bridge 
due to savings in t ime and 
operational cost. On the basis of 
this analysis the net lose of 
benefit would be Re.8.22 croree . 

The CE stated in January 1991 
that the study conducted by CRRI in 
August 1979 indicated the annual 
benefit of Rs.2.7Gcrores under ideal 
conditions but the actual conditions 
were far different from ideal 
conditions. It was further stated 
that firm had been debarred from 
tendering for five years and the 
poor performance e>f NBCC had duly 
been reflected in the Confidential 
Reports of the officials. 

The fact, however, remains 
that the progress of the work was 
not monitored closely in the 
beginning and t imely corrective 
measures had not been taken. 

\ / 
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Besides, recovery of Rs.4.21 crores 
and Rs.6 . 25 crores remained to be 
effected from the NBCC and a private 
firm respe ctively. Above all a vital 
communication infrastructure s t and 
denied to t he r oad users . 

The matter was referred to the 
Ministry of Urban Development and 
the Delhi Administration in Sept­
ember 1990; no reply has been 
received (February 1991). 

14 . Loss due to rescission of a 
contract 

The work of "widening of Road 
No. 2 5 from 2 lanes to 4 lanes 
connecting Patel Road with Linlithgo 
Avenue SH: Earth Work, Water Bound 
Macadam and Footpaths" was a warded 
by the Executiv e Engineer (EE ) to a 
contractor at a negotiated rate of 
Rs. 24 . 55 lakhs which was 4. 87 per 
cent above the estimated cost. The 
work was to commence in December 
1980 and was to be completed in 
September 1981. 

The progress of t he work was 
very slow from the beginning. 
There was no progress inspite of 
several letters issued by the 
Assistant/Executive Engineer during 
April to July 1981. On 18 July 
1981 , the EE issued a formal show 
cause notice to the cont ractor and 
issued another letter in August 1981 
asking the contractor to accel e r ate 
the progress of work. Again, in 
September 1981 the EE · warned the 
contractor of action in terms of the 
agreement if he failed to show 
sufficient progress within 15 days. 
Only 31. 25 per cent of the work 
valued at Rs.7 . 67 lakhs was 
completed by the contr actor till 
Sept ember 1981. The contractor 
attributed (October 1981) the delay 
to the department for not making 
available road rollers, not 
remitting r oyalty to Flood Contro l 
Depar tment f or impor t of earth and 
indecision regarding exact 
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alignment. The EE replied to him in 
November 1981 that there was no 
hindrance in the work attributable 
to the department and that the 
department had been left with no 
option but to take action in terms 
of the agreement. Finally the EE 
rescinded the contract on 23 
November 1981. The security deposit 
of Rs.0.51 lakh furnished by the 
contractor was forefeited. The 
compensation of Rs.2 . 34 lakhs · for 
delay in the completion of the work 
was levied on the contractor in 
April 1982 . 

The balance work was awarded 
to another contractor in Februar~ 

1982 at a negotiated amount of 
Rs. 22 . 21 lakhs which was 61. 21 per 
cent above the estimated cost oi 
Rs.13.78 lakhs. Later the quantum 
of work was reduced and the work 
estimated to cost Rs.9.97 lakhs was 
completed by the contractor in 
January 1983 at an expenditure of 
Rs.16.07 lakhs. This resulted in 
extra expenditure of Rs.5.53 lakhs. 

In February 1982, the first 
contractor requested for appointment 
of an arbitrator for settlement of 
the dispute. An arbitrator was 
appointed by the Chief Engineer 
(PWD) in Aprr l 1982. The contractor 
put in claims for Rs . 4.37 lakhs and 
the department in turn preferred 
claims for Rs. 10. 55 lakhs. The 
arbitrator observed in his award of 
August 1987 that th~ delay in 
completion of work was mainly due to 
delay on the part of the department 
to make available the site, 
communicate decision regarding 
change in alignment and refusal to 
allow excavation before collection 
of material and that the rescission 
of the contract was legally invalid 
as it was done without making the 
time to be t he essence of the 
contract . The arbitrator rejected 
the counter claims of the department 
and awarded Rs.2 . 75 lakhs to the 
contractor on account of work done 



and not paid and refund of security 
deposil: forfeited by the EE . The 
arbitrator also awarded interest at 
the rate of nine per cent per annum 
on the amount of award from 7 April 
1982 till the date of payment or 
decree of the court whichever date 
was earlier. The award was made rule 
of the court in August 1988 . An 
amount of Rs . 4 . 33 lakhs including 
interest of Rs . 1.59 lakhs from April 
1982 to September 1988 was paid to 
the contract o r in September 1988. 

Thus failure of the department 
to make available the site, 
corrununicate the decision regarding 
change in alignment, refusal to 
allow excavatio n before collection 
of material etc. and irregular 
rescis sion o f the contract resulted 
in rejection of the claim of the 
department and extra expenditure of 
Rs. 5 . 53 lakhs incurred on balance 
work got completed from another 
contractor apart from payment of 
Rs . l . 59 lakhs on account of 
i nter est . The completion of the 
work was also delayed by more t han 
one year. 

No res ponsibility had been 
f i xed (April 1990) . 

The matte r was referred to the 
Min i s t ry o f Urban Development in 
June 1990; the reply has not been 
recei ved ( Fe bruary 1991). 

15. Extra expenditure due to delay 
in acceptance of tender 

The work for the construction 
of a reside ntial colony for Police 
Department was awarded to a 
contrac t or in June 1989 at a cost of 
Rs. 188. 89 lakhs. The lowest tender 
of Rs . 181.62 lakhs received earlier 
in November 1988 waa not accepted by 
the department due to indecision 
whic h resulte d in extra expenditure 
of Rs .7 .27 lakhs as indicated below. 
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The Executive Engineer (EE), 
Public Works Department (PWD) 
Division XXV, invited tenders in 
November 1988 for construction of a 
residential colony comprising 225 
Type II quarters for Police Depar­
tment at Model Town, Delhi, at an 
estimated cost of Rs.158.06 lakhs. 

The tenders were valid for 
acceptance within 90 days from the 
date of their opening ( 1 7 November 
1988) . The EE recommended the case 
to Superintending Surveyo~ of Works­
! (SSW-I) in November 1988 and SSW-I 
in turn forwarded it to the Chief 
Engineer (CE) in January 1989 to 
award the work to the lowest 
tenderer who had quoted at 14.90 per 
cent above the estimated cost. As 
per the prescribed time schedule the 
tenders were required to be 
processed and finalised within 37 
days from the date of their opening. 
However, no decision was taken by 
the competent authority to award the 
work at the lowest tendered rates 
within the stipulated period. The 
tenderer did not respond to the 
department ' s request to extend the 
validity period of hia offer . The 
second lowest tender was rejected on 
the ground that the tenderer was not 
qualified for works higher than 
rupees one crore and fresh tenders 
were invited in April 1989. 

The work was awarded to 
another contractor in June 1989 for 
Rs . 188. 89 lakhs at 19 . 50 per cent 
above the estimated coat. The 
contractor started the work in July 
1989 which was still in progress 
(December 1990). 

Thus the delay in processing 
and finalisation of the tenders 
recei•ed in November 1988 for 
Ra .181. 62 lakhs during the first 
call reaulted in extra expenditure . 
of Ra. 7.27 lakhe. 

The matter was referred to the 
Ministry of Urban Development and 
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to Delhi Administration in June 
1990; no reply has been received 
(February 1991). 

16. Non-r ecovery of dues from a 
f i rm 

The construction of police 
s t ation building at R.K . Puram Sector 
XI I was awarded by the Executive 
Engineer (EE), Public Works 'nu.vision 
XVII, t o a firm in December 1982 at 
the t e ndered amount of Rs.29 . 82 
lakhs. The work was t'O be 
completed by 25 December 1983 . 

Only 0.25 per cent of the work 
was completed upto stipulated date 
of completion . The first show cause 
notice for delay in completion of 
the wo rk was, however, issued to 
the firm in November 1985. Despite 
a warning issued to the firm in May 
1986. there was no progress in the 
work after April 1986 . The firm 
attributed (September 1986) the 
delay to late supply of foundation/ 
structural drawing etc . by the 
department. The EE served another 
notice in January 1987 and rescinded 
the contract in February 1987 . The 
f i rm had been paid Rs . 10.87 lakhs by 
then . Recovery of Rs. 2. 82 lakhs on 
account of material (Rs. 2.28 lakhs) 
i ssued and secured advance (Rs.0 . 54 
lakh) paid to the firm during 1983 
was not effected. 

The balance work was awarded 
to ano ther firm in January 1988 at 
the tendered cost of Rs.23.48 lakhs 
for completion by February 1989. The 
work was . completed in May 1989 at 
the cost of Rs.23.15 lakhs which 
resulted in extra expenditure of 
Rs.4.81 lakhs. 

Though the progress of th~ 

work was slow from the beginning, 
the show cause notice for taking 
action under the agreement was 
issued to the first firm after 
nearly two years from the stipulated 
date of completion of the work and 
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the contract was rescinded after 
another 15 months. Orders for 
payment of compensation of Rs. 2 .17 
lakhs by the firm for delay in the 
completion of work were communicated 
by the Superintending Engineer in 
July 1990 long after the rescission 
of the contract in February 1987. 

The final bill of the firm had 
not been passed and recovery of 
Rs.10.75 lakhs on account of cost of 
material and secured advance 
(Rs.2.82 lakhs), extra expenditure 
incurred on completion of balance 
work (Rs. 4.81 lakhs), compensation 
for delay in completion of work 
(Rs . 2.17 lakhs), security deposit 
(Rs.0 . 42 lakh) and misce l laneous 
recoveries (Rs . 0.53 lakh) had not 
been effected. Though the EE had 
requested the Chief Engineer in July 
1990 to appoint an arbitrator to 
adjudicate the dispute, orders f or 
the appointment of the arbitrator 
had not been issued. Thus recovery 
of Rs.10.75 lakhs had been 
inordinately delayed. 

The matter was referred to the 
Ministry of Urban Development and 
the Delhi Administration in November 
1990; no reply has been received 
(February 1991). 

17. Non-recovery of dues from a 
contractor 

The work of constructio n of 96 
residential quarters type II at 
R. K.Puram, Sector XII, New Delhi was 
awarded by the Executive Engineer 
(EE), Public Works Department in 
August i983 to a contractor at the 
negotia1Fed amount of Rs. 41. 99 lakhs 
which ~as 24. 79 per cent above the 
estimated cost of Rs . 33.65 lakhs. 
The woirk was to start in August 
1983 and to be completed by 
February 1985. 

The progress of the work was 
slow from the very beginning as only 
43 per cent work valued at Rs. 18.06 



lakhs was completed upto stipulated 
date of completion. The EE issued 
letters to the contractor during 
November 1983 to August 1986 to 
accelerate the progress of work but 
the position did not improve and the 
work was virtually suspended after 
April 1986. The EE issued a notice 
to the contractor in February 1987 
to show cause within seven days as 
to why action should not be taken 
for rescinding the contract and 
getting the balance work executed 
at his risk and cost, etc. by other 
agencies. As the contractor did not 
give any reply, the EE rescinded the 
contract in August 1987 at the risk 
and cost of the contractor and 
forfeited the security deposit of 
rupees one lakh in January 1988. A 
sum of Rs.24.98 lakhs had been paid 
to the contractor by then . Recovery 
of Rs. 0. 62 lakh (cost of material 
issued :Rs. 0.37 lakh, secured 
advance :Rs.0.25 lakh paid to the 
contractor) was not effected. 
Penalty of Rs. 3.36 lakhs, levied by 
the EE in August 1987 was also to be 
recovered. 

The balance work was awarded 
to another contractor in April 1988 
at his tendered amount of Rs.25.54 
lakhs which was 75 per cent above 
the estimated cost. Though the EE 
reported in July 1990 that the work 
had been practically completed at an 
extra cost of Rs . 7. 33 lakhs, the 
final bill of the contractor had not 
been passed. 

The department circulated the 
orders for recovery of Rs.11.60 
lakhs from the first 
all the divisions of 
1990 after a lapse of 

contractor to 
PWD in June 

more than two 
and half years of the rescission of 
the contract. No recovery has been 
effected (October 1990). 

The department stated that the 
contractor was requested in October 
1990 by the EE to deposit Rs.11.60 
lakhs but there was no response 
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from him and that the department bad 
decided to refer the matter to the 
arbitrator for which action was 
being taken separately. 

The matter was referred to the 
Ministry of Urban Development in 
August 1990; no reply has been 
r eceived (February 1991). 

18. Non-ad justment of advance 

A balance amount of Rs.11. 52 
lakhs ou~ of Rs . 40 lakhs paid in 
March 1980 by the Project Manager of 
Guru Teg Bahadur Medical College and 
Hospital Project of Public Works 
Department (PWD) to the Delhi 
Development Authority (ODA) for the 
construction of medical and public 
health buildings had neither been 
accounted for nor was it refunded to 
the Delhi Administration. The 
sanction for the payment was 
accorded b y Delhi Administrat ion 
(Public Health Department) in March 
1980 without any s pecif ica­
tion , location, etc. of buildings to 
be constructed . The amount paid was 
debited to the final head "480-
Capital Outlay on Public Health" 
instead of keeping the s ame under 
"Public Works Advances" till actual 
execution of work and submiss ion of 
accounts thereof . 

It was seen that buildings and 
plots of land were allotted to the 
Medical and Public Health Department 
by DDA in September 1980 in various 
localities for setting up/ construc­
tion of dispensaries at a provi­
sional cost of Rs . 31 . 48 lakhs. 
Possession of buildings and plots of 
land worth Rs. 28.48 lakhs was stated 
to have been taken over by the 
department. 

The Department stated in March 
1990 that the original sanction 
regarding the payment of Rs. 40 
lakhs to ODA had not been 
forthcoming from their records and 
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that fresh efforts were being made 
for r e cove r y of balance amount of 
Rs . 11 . 52 lakhs from DOA. 

The matter was referred to the 
Ministry of Health and Family 
Welfare and the Delhi Administration 
in October 1990; their reply has not 
bee n received (February 1991). 

General 

19. Losses and irrecoverable dues 

written off/waived and ex 
gratia payments made 

A statement showing losses a nd 
irrecoverable revenue, dut i es, 
advances, etc. written off and ex 
gratia payments made during 1989-90 
is given in Appendix-I to this 
Report. 
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CHAPTER-III 

Delhi Development Authority 

20. Self Financing Housing Regis­
tration Scheme for allotment 
of flats at Vasant Xunj 

20.1 Introduction 

The Self Financing Housing 
Registration Scheme was undertaken 
by the Delhi Development Authority 
(DOA) from 1977 with a view to 
increasing the housin'g activity in 
Delhi . Under this scheme financial 
participation of the intending 
purchasers, during the process of 
construction of flats, was obtained 
so that the flats could be 
constructed with their money . 
People interested in owning a flat 
in Delhi got their names registered 
under the first to sixth schemes and 
the special self financing scheme 
for retired and retiring public 
servants between 1977 and 1985. 
Vasant Kunj was an important 
segment of the Self Financing Scheme 
(SFS) as 10,475 flats were planned 
in Vasant Kunj. Flats in Vasant Kunj 
were allocated for the first time in 
September 1983. 

20.2 Scope of Audit 

The records maintained by the 
Conunissioner (Housing), Chief 
Engineer, South West

1

Zone (SWZ) and 
nine Executive Engineers were test 
checked during April to June 1990. 

A draft review was issued to 
the Ministry of Urban Development, 
DDA, etc. in September 1990. This 
review has been modified after 
giving dwe consideration to the 
Ministry's reply of February 1991 . 

20.3 Organisational set up 
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The 
under the 

scheme was administered 
overall control of the 

Vi ce-Chairman of the ODA, assisted 
by the Commissioner (Housing). 
Construction of flats was supervised 
by the Chief Engineer, South West 
Zone under the control of the 
Engineer Member . The scheme was 
monitored by a co-ordination 
committee headed b y Chief Engineer 
(SWZ) , with engineers, architects 
and representatives of land 
department as its members . 

20.4 Highlights 

The pace of housing activity 
taken up by DDA was behind 
schedule. Against the target 
of 10,475 flats, only 7,217 
flats were 
March 1990; 
from 30 
construction 

constructed upto 
the delay ranged 
to 52 months; 

of 1,342 flats 
was in progress and that of 
1,916 was yet to be taken up. 

There was 
ordination 
electrical 

inadequate 
between 

and the 

co­
the 

cons-
truction divisions in exe­
cution of electrical work. 
There was short supply of 
stipulated aaterial. Further, 
there was delay in clearance 
of the sewerage, drainage and 
water scheaes fro• the 
Municipal Corporation of 
Delhi. There were delays in 
preparation of the lay out 
plan and the structural 
drawings. 
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The work of providing and 
laying 600 mm dia PSC pipe 
line from the Deer Park, Bauz 
Khas, to the underground tank 
in Sector 'B' at Vasant Kunj 
was completed by May 1990, 
after a delay of more than 
three years from the 
stipulated date of completion 
and after incurring an extra 
expenditure of Rs . 31.40 lakhs. 
This led to water shortage and 
caused hardship to the 
allottees as they were getting 
only 0 . 5 mgd . water supply 
against the supply of one mgd. 

Delay in completion and 
allotment of flats deprived 
the allottees of getting the 
flats within a reasonable 
time, besides the extra burden 
of Rs.674.11 lakhs on the 
allottees due to the increase 
in the cost of construction of 
the flats . 

20 . 5 Profile of the scheme 

The flats constructed in 
Vasant Kunj under the SFS consisted 
of two categories- two and three bed 
room units with plinth area varying 
from 74 square metres to 131 square 
metres. 

Before taking up construction 
of flats in a particular location, 
DDA notified the estimated cost, the 
specification, design and plinth 
area of the flats for allocation. 
After the allocation of flats to the 
registrants, demand letters are · 
issued to pay 90 per cent of the 
estimated cost of the construction 
of the flats in four instalments 
subject to adjustment of the price 
difference between the estimated 
cost and the actual cost on 
completion of flats in the fifth and 
final instalment. Normally, the 
registrants were to be allotted 
flats within a period of 30 months 
from the payment of the first 
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instalment. In case of delay in the 
allotment of flats beyond 30 months, 
the registrants were to be paid 
interest at the rate of 7 per cent 
on the deposit and 10 per cent 
beyond the period exceeding 36 
months . 

20.6 Construction and allotment of 
flats in Vasant Kunj 

Initially the total area of 
the scheme was 415. 30 hectares and 
18,018. flats were tentatively 
planned to be constructed. But only 
382 hectares of land was available 
and the scheme had to be adjusted 
according to site conditions. 

Notifications inviting app­
lications for allocation/allotment 
of 23,649 flats (8,935 two bed room 
units and 14,714 three bed room 
units) were issued during September 
1983 to March 1987. However, 16,898 
registrants were allocated flats 
during December 1983 to December 
1987, out of which 6,389 allocatees 
were stated to have withdrawn in the 
wake of report of flats constructed 
by ODA in Kishangarh (adjoining 
Vasant Kunj) being of unsound 
foundation. 8,635 allocatees were 
entitled for allotment of flats by 
March 1987 and 1,840 more allottees 
by June 1990. DDA stated in May 
1990 that 8, 553 flats had actually 
been allotted. The records of the 
construction 
revealed that 

divisions, 
the work 

however, 
for the 

construction of 8, 559 flats at the 
estimated cost of Rs.7,374.90 lakhs 
was awarded to 30 contractors during 
November 1984 to March 1990 at 
Rs.10,894.25 lakhs for completion 
during November 1985, to September 
1991. Against these 7,217 flats were 
completed during June 1988 to March 
1990 at a cost of Rs.10,360.91 lakhs 
after delay ranging from 30 to 52 
months. The delay in the completion 
of flats resulted in extra burden of 
Rs.674.11 lakhs on the allottees due 
to increase in the cost of 



construction. Construction of 1,342 
flats was in progress and that of 
1,916 yet to be taken up . DDA stated 
in June 1990 that the work was in 
progress at a slow pace because the 
area where the flats were being 
constructed was on rocky and 
difficult terrain. As regards 
construction of remaining flats it 
was stated that certain pockets were 
under stay order or the Civil 
Aviation Department had imposed 
restriction on high rise flats as 
the flats were falling under the air 
tunnel. 

The Ministry stated in 
February 1991 that as against 7,217 
flats, 8,085 flats had been 
completed upto 1988-89 and 8,643 
flats by March 1990 and that the 
delay of 30 to 52 months had wrongly 
been pointed out by Audit . 

The Ministry's reply of 8,085 
flats having been completed included 
the flats constructed in Kishan Garh 
and also those which were not 
provided with essential services 
like electricity and water. The 
number of 7,217 completed flats 
mentioned by Audit was based on the 
completion certificates issued by 
the competent authority and did not 
include the flats constructed in 
Kishan Garh which had been allocated 
prior to 1983. 

Likewise, the delay in the 
construction of flats pointed out by 
Audit was based on the period taken 
in the completion of flats beyond 
the stipulated dates mentioned in 
the respective agreements. Reasons 
for the delay were recorded in the 
relevant hindrance registers 
maintained by the divisional 
offices. 

20.7 Delay in construction 

A review of the hindrance 
registers revealed that the 
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following were the main reasons for 
hindrances : 

20. 7. 1 Lack of co-ordination.-
There was hindrance in construction 
ranging from 6 to 20 months in 
respect of 2,058 flats due to short 
supply of cement and steel by the 
two store divisions responsible for 
procurement and supply of stipulated 
materials to various construction 
divisions. 

The Executive Engineers of the 
store divisions concerned stated 
(July 1989) that the cuts were 
necessary because the construction 
divisions were in the habit of 
exaggerating their demands and i n 
the case of cement, due to its 
restricted receipt from suppliers. 

The Executive Engineers 0 f the 
concerned construct ion div is ions , 
however, stated (April/May 1990) 
that before placing indents for 
cement and steel, necessary 
theoretical calculations of expected 
requirements were made and indents 
were placed according to 
requirements. Thus lack of co-
ordination in indenting and issuing 
divisions resulted in avoidable 
hindrance. 

20.7.2 Shortage of other stipu­
lated materials.- There was hind­
rance ranging from 12 to 47 months 
in construction of 3, 097 flats on 
account of shortage in supply of 
sand cast iron/galvanized iron 
fitting, aldrin and glazed tiles by 
the store divisions. 

The Ministry stated that the 
shortage of other stipulated 
materials was delayed sometimes due 
to non-supply of materials by the 
suppliers. This type of shortage was 
unforeseen and could be there for 
various reasons beyond the control 
of the manufacturers. The reply was 
not tenable as in the c oordination 
committee it was decided in November 
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19~5 that i n , case the mate r i als we re · 
not a r r anged b y the s t ore div isio ns, 
these mu s t be arranged through local 
pur cha ses. 

1 

20. 7 . 3 Delays in taking decisi on by 
higher authorities There was 
hindrance r anging from 12 to 41 
months in completion of 2 , 688 f lats 
due t o delays i n t aking de c i sions by 
higher aut horit ies i n respect of 
colour scheme , cement jali , stacking 
of sand cast iron/galvanized iron 
sanitary f i ttings, external plaster, 
concealed stop cock, selection of 
firm for coba-treatment, railing f or 
stairs, disposal of surplus earth, 
heav y section to be used in glazing 
and position of toilet fixtures , 
etc . Since, the ODA had been i n 
construction since long, the delays 
in taking decision on these points 
were not justified . 

The Chief Eng i neer (SWZ ) 
stated (June 1990) that there was 
acute shortage of funds in ODA and 
also shortage of material like 
cement, steel, SCI/GI pipes, aldrin, 
shutters and other building material 
in general . 

20.7.4 Drainage and sewerage 
s cheme There was hindrance 
ranging from 12 to 20 months in 
construction of 3, 888 flats due to 
non-approval of peripheral drainage 
and sewerage scheme by the Municipal 
Corporation of Delhi. It was 
observed that the drainage and 
sewerage scheme s earlier prepared in 
July 1984 and submitted to the MCD 
for approva l was deficient and in 
March 1985, a revised scheme was 
prepared and submitted to the MCO. 

There was hindrance ranging 
from 4 to 14 months in construction 
of 786 flats o n account of height 
rest r i c tions by the Ci vil Aviation 
Depa r tment . It was observed t hat th~ 

11-127 CAG/91. 
73 

height s achieved 
a nd 8 of sector 

in pockets 1,2, 3 
'c' and pockets 7 

a nd 8 of sector 'D' were in excess, 
ranging upto 17 feet. The Vice­
Chairman, DOA, had written to the 
National Airports Authority (Septem­
ber 1986) for taking a considerate 
and lenient view in the matter as 
heights of buildings had gone beyond 
the restricted heights due to 
undulated topography of the area and 
ignorance on the part of his staff. 

There was hindrance ranging 
from 12 t o 23 months in construction 
of 1, 132 flats on account of delay 
i n preparat i on of layout plan by 
architects (Planning Wing) and 
structural drawings by the Chief 
Engineer (Design) of DOA. No reasons 
as to why the drawings could not be 
got completed before award of the 
works were made available to Audit. 

20. 7 .5 Shortage of funds The 
hindrance registers revealed that in 
the case of 494 flats delay ranging 
from 12 to 24 months occurred due 
to shortage of funds. Such a reason 
could not be appreciated in view of 
money collected from the allocatees, 
with the initial receipt of 
Rs.8,156.85 lakhs (approximately) in 
two instalments under the scheme 
apart from the receipts of third and 
fourth instalments against the total 
expenditure of Rs.10,360.91 lakhs. 

The DOA stated (March 1990) 
that the scheme wise details of 
funds released were not maintained 
by DOA upto April 1987 and the funds 
were released to the division on 
lumpsum basis. Hence there was no 
foolproof mechanism for release of 
funds for the project at Vasant 
Kunj. After April 1987, the funds 
were released in full as per 
requirements of the various 
construction divisions and subse­
quently there was no shortage of 
funds . 



20 . 8 Peripheral water supply line 
and sewer treatment plant 

20 . 8. l The integrated water supply 
scheme for Vasant Kunj was taken up 
with the MCO in July 1984 and it was 
approved by the MCD in September 
19 84. I n itially t he MCD agreed to 
supply 5.787 mill ion gallon (mgd) of 
water per day f o r Vasant Kun j . 
Later, in November/December 1985, 
MCD info rmed that the s up ply wou ld 
be rest ric ted to one mgd . The work 
of p r ovi ding peripheral water supply 
line in Sec~ors 'A ' to ' D' of Vasant 
Ku nj consleted of: 

p r oviding and laying , 

(i) 600 mm dia pressed steel cast 
(PSC ) pipe line from Deer 
Park , Hauz Khas to t he under­
ground tank in Sector 'B' at 
Vasant Kunj; 

(ii) pipe line in area west of the 
undergr ound t ank comprising of 
a port ion o f sector 'B ' and of 
the entire sector 'C' (Part­
II); and 

(i i i ) p ipe l ine in area east of the 
underground tank comprising of 
a portion of sector 'B' and of 
the entire sector• A' and 'D' 
(Part-I) . 

The work mentioned at serial 
number ( ii) and (iii) were awarded 
to a contractor in April 1986 for 
Rs .107'. 15 lakhs to be completed by 
April ~987. These works could not be 
completed till May 1990 even after a 
delay of more than three years . A 
sum of Rs.78 . 67 lakhs had been spent 
on these works till May 1990. 

Completion o f providing and 
laying 600 mm dia PSC pipe line from 
Deer Park, Hauz Khas to the 
underground tank at Sector • B' in 
Vasant Kunj after delay of more than 
three years adversely affected the 
allot tees . 
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The Notice Inviting Tenders 
for the work of providing and laying 
600 mm dia PSC pipe line from Deer 
Park, Ha uz Khas to the underground 
t ank at Sec tor ' B' in Vasant Kunj 
was issued i n De cember 1985. The 
work was a warded (Apr il 1986) . to 
contractor ' A' who also executed the 
work mentioned at serial number ( i i) 
a nd (iii), at a tendered cost of 
Rs.51.02 lakhs against the estimated 
cost of Rs.47.24 lakhs. As per 
agreement the work was to be 
completed by April 1987. The work 
was not completed til l October 1989 
although the payment o f Rs . 70. 39 
lakhs was made to t he cont ractor. 
The ODA stated (November 1989 ) that 
the work could not be c ompleted 
s i nc e PSC pipes of 600 mm dia and 
?llied fittings could not be 
supplied to the contractor due to 
non-availability of the same with 
store division. It was further 
stated that the store division would 
not be in a position t o supply the 
same in the next six to seven 
months. The reas.ons for non-supply 
of PSC pipe line of 600 mm dia and 
allied fittings by the store 
division were, however, not 
furnished to Audit. The work was 
closed i n December 1989 a nd the 
balance of work was awarded (January 
1990) to another contractor 'B' at a 
tendered cost of Rs.17.09 lakhs 
against an estimated cost of 
Rs.10.95 lakhs who c ompleted the 
work in May 1990. 

The work could be completed 
only in May 1990 and . that too after 
an extra expenditure of Rs.31.40 
lakhs apart from the final bill yet 
to be submitted by the contractor. 
Thus, allottees of vasant Kunj had 
been adversely affected due to non­
completion of this line as they were 
getting only 0.5 mgd. water against 
full supply of one mgd. DOA stated 
(May 1990) that 4,510 allottees were 
getting MCD water, 3,847 tube-well 
water and 200 through water tanks. 
The Executive Engineer (Water), 
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South Zone, MCD, stated (October 
1989) that proper supply can be 
maintained only after the c ompletion 
of the 600 nun dia pipe line. 

20.9 Monitoring 

There was a co- ordination 
committee headed by a Chief 
Engineer, 
tects and 

with 
the 

engineers , archi­
representatives of 

land department as its members t o 
monitor. Meetings of the comrpittee 
were held from time to time . The 
decisions t aken by the committee 
were, however, not fully adhered to. 
For instance , the committee in its 
meeting on 4 November 1985 decided 
that in case materia l was not 
arranged by the store divisions, it 
must be arranged thr ough local 
purchase by taking prior approval 
f rom the Chief Engineer. This 
dec is ion 
implemented 
4,605 flats 

was , however, not 
a nd the construct iop of 
was delayed for a period 

r anging upto 47 months on account of 
s hort supply of s tipul ated mater ial . 

I n the meeting held in 
December 1987 regarding t he various 
works of Vasant Kunj , the huge 
requirement of shutters was 
discussed and the Vice-Chairman 
desired that the Chief Engineer, 
Western Zone, s hould arrange to 
supply 7,358 shutters ( 4 , 719 panel 
door s hutters and 2, 639 flush door 
shutters) within a week positively . 
However, the Chief Engineer (SWZ) 
brought to t he notice of Engineer 
Member (November 1988) the acute 
shortage of panel door shutters only 
after one year from the date o f the 
meeting . 

Project Evaluation and Review 
Techniques (PERT) · charts were 
maintained by t he engineering staff 
at t heir respective sites. But 
t hese were not modifie d /updated when 
the difficulties/hindrances in t he 
execution of works cropped up and 
persisted . Hence the very purpose 
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of preparat ion of PERT charts was 
defeated . 

21. construction of n ight shelters 

21.1 Introduction 

Night shelters or ' ran-
baseras' are places wher e the 
homeless take s helte r at night. 
Generally they comprise low p a i d 
workers such as coolies, s hoe shine 
boys, l o ad carriers , rag pickers and 
such others working in the informal 
sect or. The inmates are p rovided 
amenities s uch as blankets, mat t re­
sses , jute c arpet, reading material 
and television f or cultural 
upgradation. Shelter is avai labl e 
t o the male populat i on . The f aci­
lity is not availab l e to women and 
children. Night shelters have been 
constructed by several organi­
sat ions, n ame l y , the Municipal 
corporation of De lhi, New Delhi 
Municipal Committee, Bharat Sewak 
Samaj, Rotary Club and the Slum 
Department of the Delhi Dev elopment 
Authorit y (DOA) . 

I n April 1985 there were 14 
night shelters in various parts of 
De lhi with a capacity of 4,850 
inmates run by the Slum Department 
of the ODA. 

21.2 Scope of Audit 

Records relating to the 
construction of three units of night 
s helters during 1985-86 to 1989-90 
wer e test checked during March to 
June 1990. How~ver , the records for 
t he construction of night shelters 
a t Hazrat Nizammuddln, Azadpur Subzi 
Mandi and Meena Bazar-Jama Masj i d 
were not made available for test 
check. 

21.3 Organisational set up 

The Night Shelter Scheme was 
monitored by a Director and the 
construction of night shelters was 

/ 



planned by a Superintending 
Eng~neer. The scheme itself was 
managed and supervised by a Deputy 
Director and other staff. Security 
of the night shelters was entrusted 
to outside agencies who provided 
security guards for maintaining law 
and order and security of stores and 
stocks at the night shelters . 

21.4 Bighlig~ta 

Against the release of grant 
of Rs.252.67 · lakha by the 
Delhi Adainistration for 
construction of night shelters 
or •ran-baseras ' to provide 
shelter at night to the 
shelterless during 1985-1990, 
Delhi Development Authority 
incurred an e xpendit u re of 
Rs.263.97 lakhs ; Rs. 121.18 
lakhs were spent on 
construction of 15 n ight 
shelters including four in 
progress in different parts of 
Delhi and Rs.142 .79 l akhs were 
diverted for other activities 
including Rs.32.22 lakhs on 
construction of Baj Manz i l . 

Ho survey to a s sess the 
shelterless in the Union 
Territory of Delhi was taken 
up before implementation of 
the scheme. The social 
objective of providing shel­
ters to the homeless was not 
fully met. The facility was 
not available to women and 
children. 

As against the target of 
constructing 25 units, 15 
unit: a were constructed. The 
target of providing shelter 
for 10,000 iDJD,ates has not 
been achieved. 

Hight shelters were cons­
tructed at places where the 
site s were not necessarily the 
most suitable for fulfilling 
the needs of the shelterless. 
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In April 1981, i nvestme nt of 
rupees one croro was made out 
of the unspent amount of t he 
scheme into fix~d deposit with 
a nationalised hank. 

Non-utilisation of four units 
resulted in an unproductive 
e xpenditure of Rs.29.15 lakh s. 

Voluntary organisations were 
not ful ly involved i n OL"gani ­
sing and maintaini ng t he night 
s helters . 

An excess e xpendit ·:re of 
Rs . 3.29 lakha was ~ncurred on 
the constructi on of a night 
shelter a t Sha hzada Bagh . 

21 . 5 Targe ts and echie vements 

The Slum Department of the DOA 
undertook a survey of night shelters 
in 1981 and it was found that the 
available accommodation wa s not 
sufficient; that t he t hen existing 
night ehelt'3r s were substandard ; 
and that some o f t he temporar:~· ones 
did not even have basic amenities 
l ike communi ty baths and t oilets . 
There was an urgent need for more 
n i ght shelters to be r.onstructed 
near the rail way st '.:. i ons, Inter 
State Bus Terminus, . Subzi Mandi, 
Nehru Place and Ra j e ndra Place . 

On the basis o f t he s urvey it 
was proposed to construct more night 
shelters in order to accommodat e 
10,000 persons. 

During the Seventh Five Year 
Plan, a scheme for the construction 
of 25 night shelters in different 
parts of Delhi with an outlay of 
rupees three crores was approved. 

The ODA did not make any 
survey in 1985 before the 
implementation of the scheme and as 
such could not assess the number of 
shelterless in the Union Territory 
of Delhi. Suitable sites, where the 
night shelters were actually 
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required, could not be constructed 
due to non-a v a ilabi lity of land. The 
night 'shelters were constructed at 
places where the sites were not 
necessarily the most s uitable for 
fulfilling the needs of the 
shelterlese . Besides, no effort was 
made to prov i de shelt ers for women 
and children to fully mee t the 
social objective of providing 

shelter to the homeless . 

The yearwise amount released 
by Delhi Administration for 
construction of night s helters , the 
amount utilized by ODA (Slum) and 
the progressive amount of unspent 
balance lying with them was as 
fo llows :-

================================================================= 
Year Amount released Actual expen­

by Delhi Admi- diture 
nistrat ion 

Unspent amount 
adjusted by 
Delhi Adminis­
tra tion 

Unspent 
pr09re­
ss i ve 
balance 

( In lakha of rupees ) 

1985-86 70 14.36 55. 64 
1986-87 100 38 .52 117 . 12 
1987-88 100 38 . 86 29 .21 149 . 05 
1988-89 80 50.02 80.00 99 . 03 
1989-90 so 122.21 38.12 (- )11 . 30 

-----------------------------------~-----------------------------
Total 400 263.97 147 .33 

================================================================= 
Delh i Administ r ation released 

a grant of r upees four crores in t he 
Seventh Five Year Plan. After 
adjustment of the unspent amount of 
Rs. 14 7. 33 lakhs, the net amount of 
r elease available wi th the DDA was 
Rs.252.67 lakhs . 

Out o f the total expendi~ure 

of Rs . 263. 97 lakhs upto 1989-90, 
DDA constructed night shelt~rs at 
six places at Azadpur Subzi Mandi, 
Nizammud<l in, S.P. Mukher jee Market, 
Paha rganj ,MP.e.'"oa Bazar-Jama Masjid 
and Turkman Gata for Rs . 80 . 94 
lakhs. 

In addition, the construction 
of one of the three units at 
Sha hzada Bagh ha d been completed and 
the work of remaining two units and 
two uni ts a t Lahori Gate was under 
progress . The expenditure incurred 
on these unit s upto March 1990 was 
Rs. 40. 24 lakhs . Thus out of the 
t o tal sanction of Rs. 400 lakhs and 
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net release of Rs.252 . 67 lakhs, ~OA 

incurred a n expenditure of Rs .263.97 
lakhs. Out of this the DDA actually 
incurred an expenditure of Re . 121.18 
lakha on the construction of 15 
units a t S places aa against the 
target o f 2 5 units to be constructed 
at different places. The balance 
o f Rs.142 . 79 lakhs was irregularly 
diverted f or o ther activities such 
as construction of Haj Manzil 
(Rs .32. 22 lakh&) ~ r enovat:on o f old 
night shel ters (Rs .28.36 lakhs ), 
purchase of jeep (Rs.1 .39 l a khs) and 
purchase of items f o r managing the 
day to day business of the night 
shelters which were required to be 
met out of the r evenues o f t he DDA. 

The DOA kept r eque sting ~he 

Delhi Adminis tration for release of 
funds during 1985- 8 6 to 1989- 90 on 
one ground o r the other without 
pursuing the activ ity of construc­
ting new she l ters. Out of the 
unspent bala nce, a sum of rupees one 



crore was unauthorisedly invested in 
a fixed deposit account with a 
~ationalised bank in April 1987 
which was encashed in November 1987. 

21.6 Under-utilisation 
s helters 

o f night 

Out of t he three night 
shelters constructed at Azadpur 
Subzi Mandi in February 1987 at a 
cost of Rs.26 .45 l~khs , one was 
under operation , one was not being 
utilised a nd the other one was being 
use d f or office purpose. Two units 
const r ucted at Pa!'larga_nj at a cost 
o f Rs . 1 i . 52 lakhs in J anuary 1988 
we r e not under · ·operation d ue to 
resistance from l ocal publ i c. Thus 
non-utilisation o f f our units (two 
at Az adpur Subzi . Mandi costing 
Rs. 17 . 63 lakhs and two a t Paharganj 
costing Rs . 11.52 lakhs) resulted i n 
an u nproductive expend iture of 
Rs .29 .15 lakhs. Remaining seven 
n i g h t shelters c onstructed at six 
p laces du ring Fe bruary 1987 to 
Sept ember 1989 housed on an a verag e 
1 ,469 per sons pe r d ay at the pea~ of 
wi nter s eason . 

The s u r vey o f 1981 envisaged 
that the maint enance of night 
shelters should be e ntrusted t o no n­
pro fit making volunt a ry org ani­
sations. Non-involvement of a ny such 
o rgan i satio n i n the func t i oning of 
the night shelters is an i ndicator 
of lack of perception and p r oper 
plan n ing . Unless vo l u nt a r y orga ni­
s a t i ons a r e f ully involved i n the 
ma nageme nt a nd encourage d to 
participate , _ t he s oc i a l ob j ectives 
o f t he sch eme f or providing night 
shelte r s to the shelterl ess can not 
b u achie ved. 
o r ganisations 
involved i n 
maintaining the 

However, vol untar y 
were not f ul ly 

organis ing a nd 
night shel t ers . 

21. 7 Inf r uctuous expenditure 

In t he a nnual plan 1985-86 , 
Slum Wing o f t he DDA h a d to start 
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construct ion of night shelters at 
Pili Kothi along with six other 
night shelters and accordingly the 
Delhi Administration on the request 
of the DDA released Rs. 52. 50 lakhs 
in January 1986 and Rs . 17.50 lakhs 
in March 1986 . The DDA without 
identifying the site at .Pili Kothi 
invited tenders for construction of 
night shelters in February 1986 to 
be opened i n March 1986. OUt of 
five tender forms sold, only one 
tender· was received which was 
accepted by the DDA and an agreement 
was executed i n August 1986 . 

As the DDA had no site at 
Pili Kothi and to avoid a dispute 
between DDA and the contractor, the 
work was given to the same single 
tenderer for consructi6n of a three 
storey building to be used as night 
s h e lter at Shahzada Bagh though the 
site was not fit f o r starting 
construction. The work was to 
c ommence in December 1986 a nd to be 
completed by December 1987; the same 
was completed i n May 1990 due to the 
delays on the part o f DOA. The work 
was started in April 1987. As 
against the total payment of Rs. 
26 . 84 lakhs to be made for the 
construction of night shelters at 
Shahzada Bagh , t he ODA made a part 
payment of Rs . 30.13 lakhs resulting 
in an excess expenditure of Rs.3.29 
lakhs . The final payment of the bill 
was yet to be made. 

These o b servations were 
ref erred to the Minist ry of Urban 
Development in Septembe r 1990; no 
reply has been r e ceived (February 
1991) . 

22. Outs tanding prea iW!l i n res­
pect o f commerc ial plota 

De l hi Development Authority 
(DDA) aold by auction in 1980 and 
1982 n i ne c ommerc·ial plot s. 
Relaxat i on of terms and conditions 
of the auction i n an adhoc manner 
has resulted not only i n non-
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realisation of Rs.47.35 crores 
(including interest) for the last 
eight t o ten years but it also gave 
rise to litigation. These plots are 
situated in Nehru Place (one), 
Jha ndewalan (one), Laxmi Nagar 
(five), Yusuf Sar ai (one), and 
Bhikaji Cama Place (one ) . These were 
auctioned at a total cost of 
Rs . 33. 06 crores and a sum of 
Rs . 8.265 crores , being 25 per cent 
of the bid money was realised at the 
fal l o f hammer as earnest money. An 
amount of Rs.47 . 35 crores (including 
interest ) remained to be r ealised 
(May 1990). 

Under the terms and conditions 
of auction of comme rcial plots, the 
highest b i dder was requ i r e d to 
de posit 25 pe r cent of the bid 
amount a t the f all of hammer, and 
the rema i ning 75 per cent was to be 
paid within thr ee months from the 
date of accept ance of the bid i n 
writing by DDA . In case of default 
the ear nest money was to be 
forfeited under the DDA (Dispos al of 
Developed Nazul Land) Rules, 1981. 

All the b i dders of these plots 
failed to pay the balance 75 p er 
cen t bid amount within the 
stipulated period and applied for 
e xt ension of time on the plea that 
the mo netary situation in the market 
was adverse due to credit squeeze by 
the Reserve Bank of India . The 
Lt. Governor of Delhi constituted a 
committe P f o t· t>xamining the request 
for ext n ns .\.f'li. of time. On the 
recommendat ion o f the committee, the 
DDA re f e r r e d the cases to the 
Central Government for relaxation of 
the Nazul Rules. Directions issued 
by the Government and the action 
taken by the DDA resulted in non­
f inal isat ion of the cases for more 
than eight years as enumerated 
below : 

(i) In one case (Nehru Place) in 
which an amount of Rs. 6 . 10 crores 
towards 75 per c e n t bid money plus 
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int erest was outstanding, possession 
of plot was handed over to the 
purchaser as per directions of the 
Government on further payment of 25 
per cent bid money and on f urnishing 
of bank guarantee for the balance 
50 per cent, being payable in five 
equated six monthly i nstalments of 
Rs. 166. 20 lakhs each. The purchaser 
paid only Rs . 46.80 lakhs towards the 
first instalment. Building plans 
were not cleared due to ban on 
multi- storeyed bu ildings imposed in 
October 1985. The purchaser constr­
ucted a 16 storeyed building and 
obtained orders of the High Court 
restraini ng DDA from taking any 
action. Final ver dict of the Court 
wa s a wa i ted. 

( ii) In anothe r case (at 
Jha ndewa lan ) , posses sion of plot was 
handed ove r to the purchaser in 
August 1987 and the terms and 
conditions of the auction were 
r elaxed envisaging payment of 
balance amount of Rs.9.77 crores in 
five equated half yearly 
instalment s. The purchaser d id not 
pay four of the five i nstalments 
t i ll date because the building plans 
were not cleared due to ban on 
multi-storeyed buildings imposed in 
October 1985. The purchaser filed a 
case in the High Court and the 
bui lding plans were passed as per 
d irections of the Court subject to 
certain conditions regarding payment 
of ODA dues . DDA filed an appeal in 
the Supreme Court and orders were 
passed in May 1990 by the Court that 
the purchaser cannot construct the 
building till the payment of Rs . 1 . 94 
crores is paid to DOA . The amount of 
Rs . 1. 94 crores has since been paid 
by the bank from the bank guarantee. 
The case is pending in the Court and 
the DDA has staked its claim for 
balance amount alongwith interest. 

(iii) In five cases (Laxmi Nagar) 
involving an outstanding amount of 
Rs. 8.36 crores plus interest, the 
cases were referred to Central 



Government which directed that 
auction purchasers should be given 
opt ion e ither to take the refund of 
t heir e arnest money or to pay t he 
balance amount in suit able 
instalment s plus compound i nter e st 
at t he r ate of 18 per cent per annum 
in e ither case . 

The DDA, however , did not 
c larify as to what rate and nature 
of inter est would be paid while 
g i ving the said options t o the 
purchasers . Two purchas e rs requested 
f or refund and the other three 
sought c l arifications as to t he 
nature of interest whic h would be 
paid . 

The DDA while finding itself 
not reconciled with t he directions 
of the Government aga in referred the 
matter to the Government in Fe bruary 
1990 suggesting that the auction 
purchasers should be g iven option 
eit her t o take the refund of earnest 
money or t o pay the b alance amount 
a longwith simple interest at a 
suitable rate in either cas e . 

(iv) In case of the plot at Yusuf 
Sarai , possession of t he plot was 
handed over to t he bidder in October 
1985 as per directions of t he 
Government merely on furnishing of 
b ank guarantee for the outstanding 
75 per cent of the bid amount . The 
building plans could not be 
sanctioned due to ban on high rise 
buildings . Subsequently in August 
1988, the bidder moved the Court. 

The Court, inter alia, dir­
ected the petitioner in December 
1989 to pay a sum of Rs. 10 lakhs 
within t wo weeks, and t he balance 
amount in two instalments after 
sanction of building plans. The 
Supreme Court directed t he purchas er 
i n June 1990 not to proceed with the 
cons truction over the plot till t hey 
make payment of Rs.20 lakhs . The 
ent i re amount to be paid upto 15 
July 1990 was Rs . 33 . 74 l a khs. 
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(v) In case of the plot at Bhikaj i 
Cama Place , the b i dder failed to 
deposit the balance 75 per cent bid 
amount within the stipulated time 
and the b id was cancelled a nd the 
earnest money was for fe i ted . But 
the cancellati on could not be issued 
as the file was with t he Central 
Bureau o f I nvest i gat i on. On r e turn 
of the fi le, the case wa s clubbed 
with other cases of Na zul land a nd 
referred to the Central Governme nt 
for directions i n August 1984. In 
the meantime the pur chaser obtai ned 
stay order ex parte from the High 
Court against the cancellation. 

These cases were referred to 
the Ministry of Urban Development 
in August 1990; no reply has been 
received (February 1991) . 

23 . Construction of cultural 
centre, aini hospital and 
practice hall a t Asian Games 
Village Complex 

The final bill for the 
construction of cul t ural centr e, 
mini hospital and practice hall at 
Asian Games Vil lage Complex was 
passed for minus payment o f Rs . 45 . 69 
lakhs in January 1989; more than six 
years after the completion o f the 
work in November 1982. Timely action 
was not taken on the report of 
February 1982 o f the Chief Technical 
Examiner and to r ecover the cost of 
material issued and the secured 
advance paid to the fir m. No 
recovery to s e t off the minus 
payment had been e ffected as the 
matter had been under arbitration 
from September 1983. 

The Project Engineer of Delhi 
Development Authority (DDA) awarded 
the work to a firm in J anuary 1981 
at the tendered amount of Rs .119 . 54 
lakhs which was 60.09 p e r cent above 
the estimated cost of Rs.74 . 67 
lakhs. Construction to begin in 
February 1981 was to be completed by 
February 1982 . 

( 
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The progress of work was slow 
as pointed out to the contractor in 
June and December 1981. The Chief 
Technical Examiner (CTE) i n his 
report of February 1982 pointed out 
various defects in RCC work, brick 
work, cement plaster, stone work, 
etc . .When the progress of work was 
again reviewed in July 1982 it was 
emphasised that the work should be 
completed by August 1982 i n view of 
the ASIAD. The firm expressed, in 

I 

writing, in July 1982 ' their 
inability to complete the work and 
agreed to the deployment of 
departmental labour, material, tools 
and plants or other agencies at 
their risk and cost without 
prejudice to its rights to seek 
arbitration in the matter of all 
disputes. Accepting the firm's 
proposal, the Project Board in its 
meeting held in July 1982 authorised 
the Chief Project Officer to split 
up various items of balance wo:lk in 
parts to get the work completed 
ex~ditiously . Accordingly the work 
was split up and got completed, in 
November 1982, by various agencies 
on work order basis at an extra cost 
of Rs.9 . 18 lakhs. Later on, 
reduction in rate statements on 
account of defects pointed out by 
CTE were approved by the Chief 
Engineer/Chief Project Officer in 
October 1983 and deduction was made 
in the final bill. The final bill of 
the firm, passed in January 1989 
was for minus payment of Rs. 45. 69 
lakhs. The security daposit ot' one 
lakh rupees of the firm was 
forfeited. A sum of Rs.95.52 lakhs 
had already been paid to the firm by 
July 1982. 

On receipt of a letter from 
the firm in Janu~ry 1983, the 
Bngineer Member (DDA) appointed an 
arbitrator in September 1983 but the 
arbitrator resigned and another 
appointment was made in 1989. The 
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firm submitted claims for Rs.45.35 
lakhs. The DDA submitted counter 
claims for Rs. 48. 64 lakhs . The 
case was still pendi ng in 
arbitration (May 1990). 

The following are the main points 
that emerge:-

(i) The engineers of the DDA 
under whose supervis i on the 
work was being executed could 
not detect the defects which 
were pointed out by CTE in 
February 1982 . 

(ii) Reduction in rates on account 
of defects pointed out by CTE 
in February 1982 was approved 
by competent authority in 
October 1983 with the result 
that no recovery could be made 
from the firm ' s running 
account bills paid till July 
1982. 

( iii) Even the recovery of secured 
advance and cost of material 
at normal rate amounting to 
Rs.6.54 lakhs was not effected 
from the firm's running 
account bills. 

The DDA stated (September 
1990) that the runni~q payments were 
allowed to the contractor as advance 
payment adjustable against the final 
payment and for most of the 
defective work, part rates were 
paid. The reply furnished by the DDA 
was, however, not tenable as owing 
to inadequate supervision and lack 
of timely action on the report of 
CTE, the payments made on runni ng 
bills resulted in overpayment of 
Rs.45.69 lakhs including Rs . 15.36 
lakhs on account of defective work 
pointed out by CTE . 

The matter was referred to the 
Ministry of Urban Development ln 
July 1990; no reply has been 
received (February 1991). 



24. Irregular 
contract 

rescission of 

The work "Construction of 448 
MIG house s at· Pitampura residential 
Scheme H-5, Pocket-K (poorvi) Sub­
head Construction of 192 MIG 
Dwelling Units at Pitampura Pocket 
'K ' Poorvi Gr oup-I including 
internal development" was awarded by 
Delhi Development Authority (ODA) to 
a contractor in April 1982 at his 
tendered cost of Rs.73 . 68 lakhs . The 
work was to be completed on 6 May 
1983 . 

Progress of work was very slow 
from the beginning and despite 
repea~ed notices by the Executive 
Engineer (EE) to accelerate the pace 
of work the position did ·not 
improve. Upto the stipulated date 
of completion (6 May 1983) only 
12.57 per - cent of the work valuing 
Rs. 9. 24 lakhs was completed. The 
contractor had also been asked 
during August 1982 to August 1983 to 
rectify certain defects in the works 
executed by him but he did not 
comply. 

In October 1983, when work 
valuing Rs . 9.35 lakhs was completed, 
the contractor abandoned the work 
and did not reply to the show cause 
notice· which was issued by the EE in 
June 1~84 after 13 months from the 
stipulated date of completion. 
Consequently the contract was 
rescinded . in July 1984. A 
compensation of rupees four lakhs 
for execution of defective work was 
levied on the contractor in July 
1984 and another compensation of 
Rs. 4. 01 lakhs was levied in May 
1985 for delay in execution of the 
work after issuing a show cause 
notice in March 1985. 

The balance work was got 
completed through another cont­
ractor in March 1988 at an extra 
expenditure of Rs.16.78 lakhs. The 
DOA also incurred an expenditure of 
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Rs .0.97 lakh 
August 1985 
defects . 

between March and 
on rectification of 

The matter was referred to an 
arbitrator in May 1985 . The 
arbitrator awarded in January 1988 
a sum of Rs.2.43 lakhs in favour of 
the contractor on account of work 
done (Rs.1.80 lakhs), increase in 
rates of bricks (Rs.0.29 lakh) and 
too~~ and plants etc. seized by the 
department (Rs. 0. 34 lakh) , besides 
the refund of security deposit of 
Rs.0.49 lakh withheld by the ODA. 
The arbitrator also allowed interest 
at the rate of 12 per cent per annum 
on the amount of the award. The 
counter claims of the ODA for 
Rs . 28 . 58 lakhs were disallowed by 
the arbi trator except for a claim of 
Rs.0.02 lakh on the grounds that: 

(i) Action to rescind the contract 
had been taken after one year 
from the stipulated date of 
completion and that the DOA 
was partly responsible for 
delay in completion of work 
due to revision of drawings 
etc.; 

(ii) Show cause notice for levy of 
compensation for delay in 
completion of work had been 
issued nearly two years after 
the stipulated date of 
completion; 

(iii) No show cause notice had been 
issued before levy of 
compensation for defective 
work; 

(iv) Details of steel lying at the 
site of work furnished by the 
contractor on 1 September 1984 
had not been controverted and 
no notice had been given to 
contractor to present at the 
time of actual weighment; and 

(v) No consolidated list of 
defects had been given to the 

It= . 
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contr actor and the defects 
removed were other than those 
pointed out dur i ng execution 
of work and that the defects 
had been got removed nearly 
eight to twelve months after 
the rescission of the 
contract. 

The High Court upheld t he 
award of the arbitrator except for 
ordering the r ecovery of Rs. 0 . 68 
l a kh made by the ODA on account of 
material iss ued to t he contractor o n 
other works a s just ifie d a nd granted 
a decree for Rs .2. 20 lakhs in 
Septe mbe r 1989. The Court further 
al l owed t wo months t o ODA for 
payment o f d ecret al amount, failing 
which the contractor would be 
e nt i t l ed to inter e s t a t 12 per cent 
per a nnum on the sai d amount from 
the d ate of de c ree til l p ayme nt . A 
sum of Rs . 2. 31 lakhs i nc luding 
i nterest of Rs .0 . 11 l akh wa s paid to 
t he contracto r in February 1990 . 

Thus f a i l u re on the part of 
ODA to take t i mel y act i o n t o levy 
t he c ompensatio n for delay , rescind 
the cont r a ct , point out the defe cts 
in the execut ion of work, 
preparat i on/fina l isa t i on o f draw­
ings , e tc . resulted i n l o s s of 
Rs. 20. 23 l akhs on account of non­
recovery of extr a expend i t ure o n 
completion of ba l a nce work, 
r ect i ficat ion of d e fects and 

.short a ge of steel and c e ment e t c . No 
r e spons i bility for the los s and 
delay in t he comp letion of flats had 
been fixed (January 1990 ) . 

The ODA s tated, i n July 1990, 
t hat before i n itiating act ion to 
r escind t he contract full 
opp o r t u nit y was affor ded t o the 
a gency t o c omplete the work and 
several pros and con s were t o be 
weighed befo r e a r riving at the 
decisio n to rescind t he c ontract. 
Another factor fo r de l ay in 
r e scissi o n o f t he cont ract was 
s tat ed to be t he fre quent t ransfers 

of the Executive Engi ne ers between 
1982 and August 1983 . 

The fact remains t hat the 
completion of flats was delaye d by 
about five years depriving the 
registered applicants from get~ing 

the flats withio a reasonable time. 

The mat ter was refe r r ed t o t he 
Ministry of Urban Development i n May 
1990; no reply has been received 
(February 1991). 

83 

25. Delay i n 
drawings 

finalisa tion of 

The work of constr uction of 
180 dwel ling units and 144 s cooter 
g arages under the Self Fi nancing 
Scheme ( SFS) at Wa z irpur, Phase-I II, 
was awar ded t o a contract or in 
April 1982 at t he t endered amount of 
Rs .171 .88 lakhs which was 77 . 95 per 
cent above the e s t imated cost of 
Rs.96 . 59 l akhs . The work was to be 
commence d in April 198 2 and 
completed by J anuary 198 3. 

Secured advance of Rs. 7 . 82 
l akhs (Rs. 4 .24 lakh s i n May 1982 
and Rs. 3 .58 l akhs in J u ly 1982) was 
pa i d to t he contractor against the 
material brought at site . The work 
was, however , not started till 
Dece mber 1982 due to non­
a vai lability of site, non-testing of 
soil fo r foundations and non­
f inal i sation of structural drawings. 
The contractor closed the work and 
withdrew a l l watch and ward from the 
site and applied for arbitration in 
November 1982. The arbitrator was 
appo inted by the Engineer Member, 
Delhi Development Authority (DOA) in 
August 1983 . The contractor 
submitted claims for Rs.21.41 lakhs 
before the arbitrator. The ODA in 
t urn lodged a counter claim of 
Rs . 7 . 19 lakhs on account of refund 
of secured advance and shortage of 
steel. 
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The arbi trator in his award of 
May 1985 obs erved that the work 
could not be started by the firm due 
to non-availability of foundat i on 
drawings till the stipulated date of 
comp~e-ti.on and a warded to the 
contractor Rs.1 . 72 lakhs (rupees one 
lakh on account of compensation for 
loss of prof i t a nd Rs.O. 72 lakh on 
account of expenditur e i n c urre d on 
the construc t i on of l a bour hut s, 
godown, establishment, material 
brought a t s ite , e tc.) a fter 
adjustment o f the cost o f ma terial 
of Rs. 0 . 12 lakh a ga ins t t he ODA ' s 
claim o f Rs .0. 25 lakh . The counte r 
claim of Rs. 4 . 9 1 lakhs o f DOA o n 
account of balance amou nt o f s ecured 
advance a f t e r a uctio n of the 
mater ial l e f t a t site by t he 
contracto r wa s r eject ed by t he 
arbitrator o n the bas i s o f r e cords 
of mat er i al actua l l y avai l able a t 
site at the time o f tak i ng o ver t he 
same by DOA. 

The Hi g h Co urt d i smissed t he 
objecti<;>n s ra i s e d b y ODA a nd mad e 
the a ward a rule of t he Court in Ma y 
1986 allowing f u t u r e i nterest at t ht:. 
rate of 12 per c en t i n c ase the 
payment was not made b y the DOA 
within two months from t he date o f 
orders til l r ea l i s at i on . La t er on, 
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t he Manager , Canara Bank, Ashok 
Viha r, rec e i ved Court's wa r rant of 
attac hme n t dat ed 6 Mar ch 198 7 asking 
the bank to remi t Rs.1.90 lakhs 
i nc lud i ng interest till 2 April 
1987 . An amount of Rs. 1 . 90 lak hs was 
accord i ngly deposited by t he bank 
with t he High Court of Delhi on the 
s tipulat ed date. 

The department rules r equire 
t hat no t ender notice should be 
i s sued unl ess al l tender docu me nt s 
including a set o f c o mplet e d rawings 
(archite c tural a nd str uctura l ) a r e 
ready. The ODA d i d not a dller e t o 
t hese provi s i ons which r -::s ult ed i n 
l o ss o f Rs . 6 . Sl l a k hs; Rs . 4.91 l akhs 
o n a c c ount o f non- r e cover y of 
secure d adv a nce a nd Rs .1 . 90 l a khs 
paid to t he con t rac t or as 
c ompensat ion f or p rofit e t c . 

f i xed 
(April 

No res pon s ibi lity 
a nd t h e matter 

1990) to 
inve st i gat i on with t he 
Department cf DDA. 

had be e n 
sta t e d wa s 

b e unde r 
Vigile nce 

The r!'.at t e r was refer r e d t o 
t he Ministry o f Urban Developmt-at i n 
June 1990 ; the r epl y ha s not b een 
r e cei ved (February 199 1 ) . 

L 
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CHAPTER-IV 

REVENUE DEPARTMENTS OF DELHI ADMINISTRATION 

26. Trend of revenue receipts 

The total revenue receipts of 
the Delhi Administration for the 
year 1989-90 were Rs. 892. 80 crores 
against the anticipated receipts of 
Rs.869.55 crores. The revenue 
receipts ·during the year registered 
an increase of 31. 84 per cent over 
those of 1987-88 (Rs.677.19 crores) 
and 9. 74 per cent over those 

of 1988-89 (Rs.813.57 crores). out 
of total revenue receipts of 
Rs . 892.80 crores, tax revenue 
accounted for Rs. 859. 76 crores and 
the balance of Rs.33 '.04 crores was 
from non-tax revenues. The revenue 
receipts during the year under the 
major heads of revertue alongs i de 
corresponding figures for the 
preceding two years are given 
below:-

======================================================= 
Sl. 
No . 

1987-88 1988-89 1989-90 
( in crores of rupees ) 

A Tax r evenue 
1 .Sa les tax 
2.State excise 
3.Taxes on goods and 

passenge r s (Te rminal tax) * * 
4.Stamp duty a nd 

Registr atio n fees 
5 .Taxes on motor vehicles 
6 . Land revenue 
7 . 0ther taxes and duties 

on corrunodities and 
services including 
Entertainment t ax 

Tota l tax re~enue 
B Non tax revenue 

C Total revenue receipts 

431.82 
131. 43 
33.26 

24.73 

18. 58 
.01 

13.45 

653 . 28 
23.91 

524.59 
159.40 

34 .73 

3 2 . 73 

27.07 
.02 

14.36 

792.90 
20 .67 

677.19* 813. 57• 

597.96 
145.07*** 

34.85 

34.85 

31. 59 
. 03 

15.41 

859 . 76 
33.04 

892.80* 

======================~================================ 

revenues a re 
the heads 

Most of the non- t ax 
a c c o unted for under 
'Other admi~istrative 

' Po l i ce' a nd ' Education'. 
services', 

Noto z-

*Information furnished by the Cont­
roller General of Accounts and 
Principal Accounts Office, Delhi 
Administration . 
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**Taxes on go ods and passengers 
(Terminal tax) are l ev .i.ed and 
collected by the Municipal 
Corporation of Delhi as agent of 
Delhi Administration as per 
provis ions of Se ction 178 of De lhi 
Munic ipal Corporat ion Act,1957 . 

***The decline in t he revenue in 
State excise is due to transfer of 
sale of country liquor from Excise 



Department to Delhi Tourism Deve­
lopment Corporation with effect from 
15.5.1989. 

collec tion under the principal heads 
of revenue and the percentage of 
cost of c ol l e ction to gross coll­
ection during 1989-90 alongwith the 
preceding two years are indicated 
below:-

27. Coat of collection 

* 

The expenditure incurred on 
==================================================================== 
Tax revenue 
Receipt head 

Sal es t ax 

St ate e xcise 

Ta xe s on 
goods a nd 
p a s sengers 
(Te r mi na l tax ) 

Stamp duty 
a nd Re gis tr-
at i o n f e e s 

•raxe s o n 
motor 
vehicl es 

La nd revenue 

Othe r t axes 
a nd du ties on 
commodi ties 
a nd services 
( inc ludi ng 
Ente rtainment 

Year 

1987-88 
1988- 89 
1989-90 

1987-88 
1988-89 
1989-90 

1987-88 
1988- 89 
1989- 9 0 

1987- 8 8 
1988- 8 9 
19 89- 9 0 

1987-88 
19 88-89 
1989-90 

1987-88 
1988-89 
1989- 90 

1987-88 
198 8-89 
1989- 90 

t a x ) 

Gross 
collec-

Expend iture Percentage 
on c o llec t- of coat of 

ti on ion collection 
to gross 

(in c ror e s of rupee s ) collection 

431.82 3 . 72 1 
524 . 59 4. 2 0 1 
597 .96 4 . 62 1 

131. 4 3 0 .75 1 
159 . 40 0 . 90 1 
145 . 07 0 .94 ** 1 

33 .2 6 3 . 2 9 10 
34. 73 3 . 37 10 
34.85 3 . 9 3 11 

24. 73 0 . 1 2 Negligible 
32 . 73 0 . 14 Negligible 
34. 85 0 .18 Negligible 

18 .58 0 .94 5 
27 . 07 1. 08 4 

31.59 1. 2 1 4 

0 . 01 * * 
0. 02 * * 
0 .03 * * 

13 . 45 0 . 07 1 
1 4 .36 0 .08 1 
15.41 0. 08 1 

---------------------------------------------------------
Total 

1987-88 
1988-89 
198 9- 9 0 

653.28 
792 . 90 
859.76 

8. 89 
9 . 77 

10 . 9 6 

1 
1 
1 

All India 
average 
(percent­
age) for 
1988-89 

1.5 

5 

4 

6 

4 

----------~----------------------------------------------------------
The s taff dep loyed f or col l ection o f l and reve nue does not 

e x c lusivel y do this work, b ut also performs other miscellaneous 
fun c t i ons. Hence no separ a te figures f or expenditure o n co l l ect i o n can 
be i ntima t e d . 

** The incre ase i n the cost of collection i s due t o the inclu sion of 
expenditure o n propoga t i on of proh i bit ion whic h was not inc l uded i n t he 
prev ious year . 
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Sale• Tas 

28. Huaber of registered dealers 

Under the Delhi Sales Tax Act, 
1975, a dealer, who is a trader, is 
required to get himself registered 
and pay tax if his gross turnover 
exceeds rupees one lakh in a year . A 
dealer, who is a manufacturer, is 
required to do so if his turnover 
exceeds Rs.30,000 in a year. Halwais 
are required to get themselves 
registered if their turnover exceeds 
Rs.75,000 in a year. The dealers are 

required to get themselve• 
registered under the Central Sale• 
Tax Act, 1956 also, if they engage 
in inter-state sales or purchases 
for any amount. The number of 
registered dealers during the last 
three years ending 31 March 1990 as 
furnished (January 1991) by the 
Sales Tax Department, Delhi 
Administration is given below. The 
figures within brackets indicate the 
number of dealers registered under 
the Central Salee Tax Act, 1956. 

===================================================================== 

1.Total number of reg i stered 
deal era 

2.a)Number of dealers having 
turnover of rupees ten 
lakhs and above 

b)Number of dealers having 
turnover exceeding rupees 
five lakhs but below 
rupees ten lakhs 

c)Number of dealers having 
turnover exceeding rupees 

·one lakh but below 
rupees five lakhe 

d)Number of dealers having 
turnover less than rupees 
one l akh 

31.3 . 1988 

l,00,207 
(94,298) 

20,430 
(19,313) 

19,299 
(18,035) 

35,552 
(33,443) 

24,926 
(23,507) 

1,05,343 
(99, 311) 

22,315 
(21,234) 

25,598 
(25, 048.) 

35,398 
(32,742) 

22,032 
(20,287) 

31.3.1990 

1,08,831 
(l,02,744) 

32,739 
(30,269) 

24,146 
(23,050) 

36,008 
(34, 841) 

15,938 
(14,584) 

=====~===~==~====~=================================================== 

29. Assessrutlnts pending finalisa­
tion 

The table below indicates the 
number of assessments due for 
completion during the years 1987-
88, 1988-89 and 1989-90, the number 
of assessments completed during 
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those years and the · number of 
assessments pending finalisation at 
the end of these years. It a~~o 

shows the yearwise break up of 
outstanding assessment at the end 
of the years 1987-88, 1988-89 and 
1989-90. 
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l.Number of assess­

ments due for 
completion during 
the year 

i)Arrear cases 
ii)Current cases 
iii)Remand cases 

2.Number of assess­
ments completed 
during the year 

i)Arrear cases 
ii)Current cases 
iii)Remand cases 

3.Number of assess­
ments pending 
finalisation at 
the end of the 
year 

i)Arrear cases 
ii)Current cases 
iii)Remand cases 
(including 61 
cases added 
after physical 
verification 
made by 
'department 

4.Yearwise break up 
of pending assess­
ments 

1984-85 
1985-86 
1986-87 
1987-88 
1988-89 

1987-88 

5,00,541 
1,99,027 

1,64,103 
2,556 

3,33,602 
1,90,817 

1,58,408 
1,75,194 
1,90,817 

1988-89 

5,26,419 
1,99,859 

4,503 

1,71,118 
4,657 
1,155 

3,50,114 
1,99,911 

3,348 

1,66,207 
1,83,907 
1,99,911 

1989-90 

5,50,025 
2,06,150 

4,160 

2,06,619 
61 

2,048 

3,12,709 
2,08,180 

1,19,410 
1,93,299 
2,08,180 

======================================================== 
30. Sale• tax demands in process 

of recovery 

As on 31 March 1990, sales tax 
dues amounting to Rs. 564. 04 crores 
were pending collection from 
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defaulting assessees. According to 
the information furnished by the 
department (January 1991), these 
arrears were in the following stages 
of action. 
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31. 

================================================================= 
Stage of action Amount of tax in arrears 

l. In process of 
recovery 
i ncluding 
recovery of 
a rrears of land 
revenue 

2 . Recovery 
stay ed by 
c ourts 

3 . Recovery 
stayed by 
other 
authorities 

4 . Recovery held 
up due to 
insolvency 
of dealers 

5.Recovery held 
up on appeal 
o r review 

6 .Demands likely 
to be 
written off 

7 .0ther reasons 

1987-88 1988-89 
Local Central Local Central 

( I n 
108 .20 

c r o r e . s o f 
27.30 161.27 37. 08 

8.66 3.21 7 .83 2.74 

49.2 5 11.58 54. 45 11.86 

4 . 97 0 . 94 3.58 1.77 

33.70 10 . 38 37 . 39 8.92 

11. 71 2 . 17 10.05 2.28 

43 .62 5.51 54.77 6.84 

1989-90 
Local Central 

r u p e e s ) 
218.53 . 94.94 

48.97 9.93 

33.85 20 . 18 

34.60 6.23 

32.35 12.87 

20.94 4.60 

18 . 64 7.41 

===========~===================================================== 

Total 260.11 61.09 329.34 71.49 407.88 156.16 

321. 2'0 400.83 564.04 

================================================================= 

Recovery certificates pending 

The tabl e below indicates 
recover y certificates pending as at 

value during the year 1989-90 and 
the number of recovery certificates 
pending where the amount of tax 
involved is Rs.20,000 or more in 
each case according to the infor­
mation furnished by the department 
(January 1991). 

the e nd of March 1990, number of 
r ecovery certificates issued and 
disposed of alongwith thei r money 
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Number of recovery 
certificates pending 

Amount 
(In crores of 

rupees) 

1 . Total number of recovery 
certificates pending as on 
31.3.1990 and the tax amount 
involved 

2.Total number of recovery 
certificates issued 
during the year 1989-90 

3.Total number of recovery 
certificates disposed of after 
the recovery of tax during the 
year 1989-90 

4.Total number of recovery 
certificates pending where 
the amount of tax involved is 
Rs . 20,000 or more in each case 

34,258 116.58 

4,723 47.39 

5,368 20 . 24 

8,518 10 . 80 

================================================================= 
32. Frauds and evasions 

According to the information 
furnished by the Department 
(November 1990) 2, 722 cases of 
frauds and evasions involving 
revenue amounting to Rs . 55.80 crores 
were both under the Local and 
Central Sales Tax Acts. Out of 
these, 585 cases involving revenue 
of Rs.7 . 53 crores were detected 
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during the year and the remaining 
cases related to previous years. The 
following table indicates the 
position of the cases pending at the 
commencement of the years 1987-88, 
1988-89 and 1989-90, the cases 
disp~sed of during these years and 
the cases outstanding at the end of 
these years: 

• 



' 
' ================================================================================================================================ 

1987-119 19118-19 191J-90 
•.of Wt& Amult U1 crores •.of CiAS .... t <i1 crorw • .of cases -.t (i1 CrGNI 

--------------- Qf.rllfl'lli) -·------------- of r...-> --------------- of , .. , 
Local Ce1tr~I Local C..tr~I Local C..tril Local C..tr~I Local C..tnl Local C:..tr~I 

--------------------------------------------------------------------------------------------------------------------------------
A. (i)Cases pending 754 454 8.24 2. 24 509 460 25.11 13.00 404 372 14.43 5.94 

at the begin-
ni ng of the year 

Ciil Cases detected 294 250 51. 72 20.00 302 258 12.24 5.12 303 282 5.41 2.12 
dur!ng tfie YNt 

B. Cases ln whlch 
investigation/ 
assess1&nt were 
coap!eled during 
the year 

( i) Out or cases at 388 102 4.10 1. 14 246 207 15.36 8.46 224 203 7.64 3.32 
AW above 

<ii> Out of cases at 151 142 30.75 8.10 161 139 7.56 3. 72 168 154 3.02 1.18 
A!ii> above 

c. Cases which 
ll!He pending 
at the end of 
the year 

(i) Out of cases at 366 352 4.14 1.10 263 253 9.75 4.54 180 169 6.79 2.62 

I 
AW above 

Iii> Out of cases at 143 108 20.97 11.90 141 119 4.68 1.40 135 128 2.39 0.94 
Aliil above 

===============================================================-=====================-============-================================ 

y 

t 

91 



33. Lo•• of revenue due to tiae 
barring 

Under Section 24 of the Delhi 
Sales Tax Act, 1975, whereaft er a 
dealer had been assessed under 
Section 23 for any year, if the 
Commissioner has reason to b e lieve 
that the whole or any part o f t he 
turnover of a dealer had escaped 
assessment, could be reviewed suo 
moto within a period of six years of 
the date of f i nal o r der of 
assessment in case the escapement 
relates to concealment of turnover 
and in any other case within a 
period of four years of the dat e of 
final order of assess ment/reass­
essment. 

About 3,556 cas es of short 
levy or non levy of tax amount ing to 
Rs.1.88 crores relating to t he 
period upto 1982-83 we re poi nted ou t 
in 443 Inspection Reports f or t he 
review by the departme nt in t h e 
light of the obser vations made b y 
Audit. The departme nt, however , did 
not take any timely action to review 
these cases for re-assessment 
resulting. in the i r becoming barre d 
by limitation of time as also in 
non-recovery of underassess e d tax . 

On this being pointed 
(August 1990) in Audit, 
department confirmed the a udit 
of view (September 1990). 

out 
the 

poi nt 

The matter was r eporte d t o t he 
Ministry of Home Affairs (Oc t o ber 
1990); their reply has not been 
received (Dec embe r 1990). 

34. Registration and cancellation 
of dealers in the Sales Tax 
Depart.aent 

34.1 Introduction 

In the 
Delhi, Sales 

Union Territory 
tax is levied 

of 
and 
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collec ted u nder the Delhi Sales Tax 
Act, 19 75 a nd the Central Sales Tax 
Ac t, 1956. Under the Delhi Salee 
Tax Act, 1975, a dealer who i s a 
t r ade r is required to get himself 
registered a nd pay tax if his gross 
turnover exceeds rupees o ne lak h in 
a year. A dealer who i s a 
manufacturer is required to do so if 
his t u rnover exceeds Ra . 30,000 in a 
year. Halwais are required to get 
thems elves registered, if their 
t urnover e xceeds Rs . 75,000 in a 
year . All dealers engaged in inter­
s t ate trade or commerce or import 
f rom and export to a country outside 
India are also required to get 
themselves r egistered under the 
Centr a l Sales Tax Act, 1956 
irr espec t ive of the quantum of 
turnover . 

34 .l Organisational set up 

The Sales Tax Department of 
De l hi Administration is headed by 
Commissioner of Sales Tax (CST). He 
ls assisted by a n Additional 
Commissioner, two Deputy Commiss ­
ione r s, ten Assistant Commissione rs, 
82 Sal e s Tax Officers and Assistant 
Sales Tax Officers . 'l'he work 
r elating to registration , cancel­
lation Of r egistration a7·L 

assessments, etc. of the dealers is 
do ne in 50 wards in respect of the 
d e alers falling within t heir 
jurisdiction. There also exists 
Enforcement Branch, Internal Audit 
Ce l l , Spec ial Investigation Branch 
and Form Branch in the department. 
Fo r the hearing of appeals against 
the orders of Commissioner of Sales 
Tax there ls one Member Appel late 
Trib unal . 

34.3 Sc ope of Audit 

The review was conducted by 
Aud it d uring Apri l to July 1990. The 
records of a ll the 50 wards, the 
Enfo r cement Branch and Statistical 
Branc h of the Sa l e s Tax Department 
we re test c hecked. 

I 
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34 . 4 Highlights 

Due to poor monitoring by the 
department of the registration 
and cancellation of regis­
tration of the dealers, the 
figures of total number of 
registered dealers supplied by 
different wings could not be 
reconciled. 

During the three years, ending 
March 1990, no dealer liable 
for registration was detected 
in 22 out of 50 wards of the 
departaent. The number of 
dealers detected in the 
reaaining 28 wards was insig­
nificant. The percentage of 
dealers actually registered 
out of the detected dealers 
ranged from 13 to 21 during 
this period. 

Hon registration of dealers 
supplying building material to 
Central Government Underta­
kings resulted in loss of 
revenue amounting to Rs.1.37 
lakhs during the period from 
1984-85 to 1989-90. 

Hon registration as dealers of 
Jtabaris purchasing salvage and 
waste aaterial of more than 
Rs.10 lakhs per annum resulted 
in loss of revenue amounting 
to Rs.42,490. 

A roadside vendor, who had 
been showing Rs.34,560 as 
Accumulated liability on 
a c:c o••llt of Sales tax in his 
Bala uc -3 Sh<:?a t as on 31 March 
1983 verified from the Income 
Tax Department, was not 
registered with the Sales Tax 
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Department and 
assessed 
stered 

even as 
dealer 

not being 
an unregi­
after the 

assessment year 1975-76. 

Non registration as dealer of 
an Examination Board selling 
waste paper and whose annual 
turnover exceeded the taxable 
quantum resulted in loss of 
revenue of Rs.0.91 lakh during 
the period of 
ending 1987-88. 

five year a 

Hon-adherence to the provision 
of Delhi Sales Tax Act, 1975, 
resulted in registration of 
bogus dealers and conse­
quential loss of revenue 
amounting to Rs.14 . 73 lakhs. 

Purchase of goods by a dealer 
without payment of tax by 
issuing prescribed declar­
ations in form ST-1 prior to 
the date of registration 
resulted in evasion of tax 
amounting to Rs.27,970. 

Delayed cancellation of 
Registration Certificate and 
notification thereof resulted 
in evasion of tax. 

34.5 Improper checks on regis­
tration and cancellation of 
registration of the dealers . 

The total number of dealers 
register~d, the number of dealers 
whose registration was c ancelled 
under the Local Act during 1986-87 
to 1988-89 as supplied by the wards 
and compiled by Audit alongwith 
similar information supplied by the 
Statistical Branch of the Sales Tax 
Department is given below: -



================================================================ 
Year Information supplied 

by wards 
Information supplied by 
the statistical branch 

No.of deal­
ers regist­
ered during 
the year 

No.of deal­
ers whose 
registration 
was cancell­
ed during the 
year 

No.of deal­
ers regist­
ered during 
the year 

No.of dealers 
whose regist­
ration was 
cancelled 
during the 
year 

1986-87 
1987-88 
1988-89 

7,104 
7,537 
6,822 

1,556 
2,267 
1,619 

7,376 
6,955 
6,515 

1,933 
2,672 
1,613 

================================================================ 
The difference in the two sets 

of figures shows that the department 
was not having adequate checks on 
the registration and cancellation of 
registration of the dealers and 
consequently the correctness of 
total number of registered dealers 
in the Union Territory of Delhi, 
could not be verified in Audit. 

34.5.1 Inadequate detection of 
dealers liable for registration by 
field. staff.-

(a) The field staff posted in the 
wards are required to make surveys 
in the market to ensure that the 
dealers liable for registration do 
not escape registration . The work 
is supplemented by the Enforcement 
Branch of the department which also 
conducts surveys for the purpose. 
The number of dealers detected by 
the field staff during 1986-87 to 
1988-89 and the number of wards to 
which the dealers pertained is given 
below : 

----------------------------------------------------------------------------------------------------
No. of wards 

22 
10 
10 

6 
2 

No.of dealers detected during 
1986-87 1987-88 and 1988-89 

NIL 
Less than 10 
Between 11 to 50 
Between 51 to 99 
More than 100 

----------------------------------------------------------------------------------------------------
It would, thus, be observed 

that field staff of 22 wards could 
not detect any dealer liable for 
registration during the three years 
ending 1988-89, whereas field staff 
of only two out of 50 wards could 
detect more than one hundred such 
dealers. 

(b) The Enforcement Branch headed 
by a Deputy Commissioner and 
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assisted by three Sales Tax 
Officers, three Assistant Sales Tax 
Officers and 21 Inspectors could 
detec t 178 such dealers during 1987-
88 and 1988-89. But the wards which 
ultimately register the dealers 
intimated (April to July 1990) that 
only 125 dealers liable for 
reg i stration had been detected by 
the Enforcement Branch and reported 
to them. The very purpose of detec-
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ting the dealers by the Enforcement 
Branch stood defeated if these were 
not reported to the wards for 
registration. Besides, the number 
of dealers detected by each Inspec­
tor of the Enforcement Branch worked 
out to less than five in a year. 

(c) The total number of dealers 
liable for registration detected by 
the Sales Tax Wards and the 
Enforc ement Branch and the number of 
dealers which were ultimately 
registered during the last three 
years ending March 1989 are given 
below :-

=============================================a==== 
Year 

1986-87 
1987-88 
1988-89 

No.of 
dealers 
detected 
by the 
department 

356 
394 
412 

No . of 
dealers 
actually 
registered 

46 
68 
87 

Percentage 
of dealers 
actually 
registered 

13 
17 
21 

========~========================================= 

The perc entage of dealers 
actually registered varied from 13 
to 21 per cent. Thus more than 75 
per cent of the dealers liable for 
registration and detected by the 
department remained unregistered. 

34 . 6 Non registration of dealers 
liable for registration with 
the department. 

Under the Delhi Sales Tax Act, 
1975, any person including a 
department of the Centrai Government 
or, the State Government, carrying 
on any trade, commerce or adventure 
in -nature of trade, commerce or 
manufacture, or any transaction in 
connection with, or incidental or 
ancilla;-y to, such trade, commerce, 
manufacture, adventure or concern is 
liable to pay tax with effect from 
the date immediately following the 
day on which his turnover calculated 
from the commencement of any year 
first exceeds the · taxable quantum 
within such year on all sales 
effected by him after that day. The 
Act further provides that every 
dealer who becomes liable to pay tax 
shall apply for registrat i on in the 
prescribed manner to the prescribed 
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authority, failing which the 
assessing authority shall proceed to 
assess the dealer to the best of his 
judgement and may also levy penalty 
in addition to the amount of the tax 
so assessed . 

34. 6 ( i) Non registration of supp­
liers of building material to a 
Government Corporation. - Four 
Qealers of Delhi who were supplying 
sand and stones to a construction 
corporation of the Central Govern­
ment, were liable to· get themselves 
registered and pay tax as their 
supplies to the corporation exceeded 
the annual taxable limit of rupees 
one lakh from 1984-85 to 1987-88 . 
However, neither had these dealers 
paid any tax on their own nor did 
the department initiate any action 
to assess and register them under 
the Delhi Sales Tax Act, 1975 . These 
dealers had supplied sand and stones 
valued at Rs.19.54 lakhs to four 
projects of the corporation during 
the period 1984-85 to 1989-90 and 
consequently evaded tax amounting to 
Rs .1. 37 lakhs. 

34.6 (ii) Non registration of 
kabaris .- (a) In Delhi two kabaris 



pur chasd the salvage/k~bari material 
valued at Rs. 6 . 07 lakhs during the 
year 1988-89 and 1989-90 from a 
Government Undertaking which 
controls the Government hotels 
located in Delhi. Both the dealers 
were liable to pay tax and get 
themselves registered with the 
department since their annual 
turnover exceeded the taxable 
turnover of rupees one lakh. The 
department also fai l ed to take 
action to register them and recover 
the sales tax. The loss of revenue 
on these purchases without adding 
the profit margin amounted to 
Rs.0.42 lakh. 

(b) Two more kabaris from Delhi 
were awarded contracts in May 1988 
and January 1989 by a Government 
Undertaking for removal of waste 
material like thermocol, iron 
strips, plastic sheets, broken wood, 
etc. from the International Cargo 
Complex of an International airport 
at the rate of Rs . 15, 000 and 
Rs.26,000 p . m respectively. It was 
noticed in Audit that none of the 
dealers was registered with the 
department though the annual gross 
turnover of these kabaris, based on 
the monthly rate of the contract 
awarded, exceeded the taxable limit 
of rupees one lakh thereby rendering 
them liable to pay tax and get 
themselves registered with the 
department. 

34.~ (iii) Non registration of road 
side vendor resulting in loss of 
revenue.- On the basis of 
information collected by Audit from 
the Income Tax Department, it was 
observed that a dealer in Delhi 
engaged in the sale of chat, etc. , 
was assessed in January 1982 as an 
unregistered dealer for the year 
1975-76 and his gross turnover was 
determined at Rs. 1. 50 lakhs. The 
Income Tax authorities while 
completing the assessment of the 
dealer for 1978-79, 1980-81 and 
1981-82 determined his turnover at 
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Rs.2 . 40 lakhs, Rs.2 . 55 lakhs and 
Rs.2 . 70 lakhs respectively. 

A scrutiny of the balance 
sheets of the dealer for the years 
1980-81 to 1982-83 revealed that the 
dealer was not paying sales tax . The 
dealer was, however , taking 
exemption on account · of sales tax 
payable from the Income Tax 
authorities. The dealer was showing 
l}.~bility on account of sales tax 
payable since 1980-81 when an amount 
of Rs . 3,437.50 was shown as 
liabilities in the balance sheet ~s 

on 31 March 1983. 

The sales tax liabi lities of 
Rs.9,375, Rs . 10,500 and Rs.11,248 
were provided for in the balance 
sheets as on 31 March 1981, 31 March 
1982 and 31 March 1983 respectively . 
There was a cumulative provision for 
sales tax amounting to Rs.34,560 in 
the balance sheet as on 31 March 
1983. 

Since the dealer did not pay 
any sales tax during the years 1979-
80 to 1982-83 and continued to show 
the liability of sales tax in his 
yearly balance sheets, it was 
apparent that the department failed 
to register the dealer under the 
Delhi Sales Tax Act, 1975 even 
though his annual turnover exceeded 
the prescribed limit of Rs.75,000 as 
assessed by the assessing authority 
on 23 January 1982 from the year 
1975-76 as unregistered dealer. As 
per the information furnished by the 
department (July 1990) the dealer 
continues to be unregistered and had 
not been assessed to tax even as 
unregistered dealer. 

34.6(iv) Non registration of an 
Examination Board . - A scrutiny of 
the Receipts and Payments Account of 
the Board for the years 1983-84 to 
1987-88 (accounting year adopted 
from 1 October to 30 September) 
revealed that the Board which 
conducted various examinations, sold 

.. 
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used answer books every year and the 
total sale price of the aforesaid 
books for the last five years ending 
19 87-88 worked out to Rs .12 . 99 
lakhs . The annual tu rnover of the 
Board e xceeded the taxable quantum 
of rupees one lakh. I t was, howe ver , 
noticed that inspite o f the sale 
exceeding the taxable limit, ne i ther 
had the Board applied , for 
registration with the Sales Tax 
Department nor the . department 
initiated any action to register t lle 
Board . T.rla tax for ~ive years 
ending 1987-88 amounted to Rs . 0 . 91 
lakh. 

34 . 7 Loss of revenue due to non 
registration of the uealer 

Under the De l hi Sal:es Tax Act, 
1975, a dealer ~ho is a trader, is 
required to get himself registered 
and pay tax if his g r oss turnover 
exceeds rupees one lakh in a year . 

A deal er engaged in the 
business of cosmetics, bulbs, 
hosiery goods and merchandise, 
showed his gross profit and gross 
turnover as Rs. 18 , 852 and Rs.94,244 
respectively i n the t rading account 
for 1981-82. As per the profit 
statement dated 26 May 1984 the 
dealer's profit was 15 · per c ent, 
consequently the dealer's gross 
turnover was worked out at Rs . 1. 44 
lakhs keeping i n view his gross 
profit as Rs . 18,852. As t he gross 
turnover o f the dealer exceeded 
rup~es o_ne lakh·, . he was re<iJUired to 
ge.t himself reg_istered under . the 
provision of ·the Act '.· and pay tax 
amounting to Rs.10, 227 for 1981-82. 
He was also liable to pay tax for 
subsequent years alongwith his 
returns. 

On the irregularity being 
pointed out (September 1987) in 
Audit, the department reassessed the 
dealer for 1981-82. -.·to . 1984-85 · 
(Sept~mber 1989) and raised a demand 
of Rs.21,922. Further, report on 
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recovery has not .been received (July 
1990) . 

The case was also reported to 
the Ministry of Home Affairs (July 
1390) ; their reply has not been 
received (December 1990). 

34 . 8 Registration of bogus dealers 

Un?er fhe Delhi Sales Tax Act, 
1975 , ·Registration Certificate is 
issued by the assessing authority 

· afte~ satisfying itself that the 
· application for registration is in 

order, the dealer has furnished the 
pr oper surety, if any required, and 
that the applicant is a bonaf iob 
dealer. 

9 7 

It was, however, noticeci 
(April to July 1990) that dealers 
whose bonafides proved doubtful 
dur_ing enquiries before registeriflq 
them or soon after they were 
registered caused revenue loss to 
the department due to non payment of 
assessed tax. A few cases are given , 
below :-

34. 8 ( i) Application of a dealer 
for issue of a Registration 
Certificate was rejected by the Ward 
Officer on 2 April 1985 on the 
ground that surety was not found 
satisfactory. On appeal, the case 
was remanded by the appellate 
authority . The dealer was granted 
the Registration Certi.ficate on 19 
July 1985 which was received by the 
dealer on 25 July 1985 with 
.liability and validity w.i:th effect 
Tr.om . 2 7 November 19 8·4 ! The 
E'nforce.men.t .Branc.h of th.e department 
directed the Ward Officer on 12 June 
1987 not to issue any statutory form 
to the dealer and to initiate 
proceedings for the cancellation of 
the Registration Certificate immedi­
ately. It was, however, noticed in 
Audit that instead of acting as per 
the .. directions a·f the .. Enforcement 
Branch (June 1987), the· Ward Officer 
issued (September 1987) ten ST-1 



forms to the de ale r which were 
utilised by him against t otal 
purc hases of Rs.3 . 42 c rores relating 
to the year 1984-85. 

As per the utilisat i on account 
o f s eve n ST-1 forms, the dealer 
purchased goods worth Rs.2.43 crores 
upto 18 February 1985, whereas he 
had s t ated on oath in his affidavit 
dated 18 February 1"85 that he had 
purchased goods worth Rs.24, 656 and 
s o l d goods wort h Rs. 11,172 onl y upt o 
18 Februa~y 1985 . I t was also stated 
in the af f idavit t hat the deale r had 
s tarted his bus i ness with a n ini tial 
capital o f Rs .20 , 000 only. Appa­
rently a deale r who s tarted his 
bu siness wit h an initial i nve s tme nt 
of Rs. 20 , 000 o n ly a f e w months ago 
cannot pur c hase goods worth Rs.2 . 43 
c rores, after taking into account 
h i s purchases, sales and closing 
stock. Thus the transactions c overed 
by ten ST- 1 forms for Rs.3.42 crores 
were simply between ingenuine 
selling and pu r chasing deal ers. 

34 . 8 (ii) Under the prov isions 
contained in the Delhi Sales Tax 
Act, 1975 and Central Sale s Tax Act, 
19 56 and ru l es framed thereunder, 
statutory forms are issued to the 
registered dealers for the purchase 
of goods without payment of tax from 
another registered deal er . On 
subsequent occasions these statutory 
forms c ould be issued to the 
registered dealers after he had 
r e ndered the utilisation account o f 
the forms already issued to him. 
While the ST-1 f o rms are used by a 
r e gistered dealer for making 
purc hases without payment of tax 
from another r e gistered dealer under 
the local Act, 'F' forms can be used 
for getting the goods on transfer 
from one branch to another or for 
s ale on consignment basis during the 
course of int er-state sale / purchase 
under the ru l es framed under Central 
Act. Under these rules one 
can be used during one 
month for g oods received on 

'F ' form 
calender 
transfer 
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basis during the course of i nter-
state sal e/purchase from one branch. 

A dealer i n Delh i wa s granted 
registration certificate under Delhi 
Sa les Tax Act, 1975 , with liability 
a nd valid i ty with eff ect from 1 
September 198 3. The dea ler was 
i s sued 15 stat utor y forms ( ST- 1) 
immediately afte r his regi stration 
to e nable h im to make purchases 
without payment of ._ :i.x either for 
resale or for manufac ture of goods 
f o r sale . Test che ck of the records 
(Apr i l t o July 1990) revealed in 
Audit t hat the Ward Officer had kept 
on r ecor d (May 1984 ) "Before further 
issue o f forms uti l i sation accounts 
o f 15 forms and list of R. D. sale 
may be got verified as it was 
gathered i nformally that his 
act i v it i e s were not straight 
f orward" . Ag a in in June 1987 the 
Enforcement Branc h directed the Ward 
Officer to stop iss ue o f s t a t utory 
forms to the dealer and to initiate 
proceedings f o r t he c ancellation of 
his Registration Certificate as he 
was not f o und to be funct i oning 
(May 1987). But inspit e o f the 
aforesaid instructions of t he 
Enforcement Branc h , statutory f o r ms 
numbering 3,132 including 365 'F' 
forms (meant for use f or branc h 
transfer by a dealer) were issued 
during March to June 1988 e venthough 
no mention of his having any branch 
was made in his Registration 
Certificate. The Registratio n Certi­
ficate of the dealer was cancelled 
only with effect from 8 March 1990. 

The dealer made purc hases o f 
g oods, o n the strength o f his 
Reg istration Cert i f i cate, from 
another registered dealer valued at 
Rs.2.10 crores in 1984-8 5 by 
utilising 247 statutory f or ms 
without payment of tax. Further, the 
dealer had shown in his return f or 
the year 1984- 85 sales valued at 
Rs.3.42 crores made t o a registered 
dealer. I n fact these sale s were 
made to an ingenuine dealer. 

>-
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Failure of the department to 
stop issue of statutory forms to the 
dealer, inspite of the instructions 
of the Enforcement Branch in June 
1987 and to initiate proceedings for 
the cancel l a t i on of his Registration 
Certificate, resulted in suppression 
of sales valued at Rs. 2 .10 crores 
leading to evasion of tax amounting 
t~ Rs.14.73 lakhs. Further, the 
riealer was able to manipulate his 
sales valued at Rs.3.42 crores to a 
registered dealer who was actually 
an ingenuine dealer. 

34.8 (iii) A dealer of Delhi 
dealing in chemical and petroleum 
products was issued the Registration 
Certificate with liability and 
validity from 26 December 1983 . The 
Registration Certificate of the 
dealer was cancelled on 10 November 
1984. 

The Inspector of the concerned 
ward where the dealer was registered 
conducted a survey of the premises 
of the dealer on 28 February 1984 
and 6 March 1984 and reported that 
no such dealer was functioning at 
the premises and as such no 
statutory forms were to be issued to 
the dealer without verification of 
his sales and purchases. Another 
survey was conduc ted on 9 April 1984 
and the Inspector was informed that 
since the books of accounts for 
1983-84 of the dealer were lying 
with the accountant, the same would 
be produced to the assessing 
authority at the time of assessment. 
The sales and purchases for the year 
1984-85 were checked by the 
Inspector on 9 April 1984 a nd it was 
reported that the purchases were tax 
paid. 

The dealer was issued fifteen 
ST-1 forms on 9 April 1984 and 
thereafter he was issued 125 'ST-1' 
and 12 'C ' forms on eight different 
occasions upto the date of 
cancellation of his Registration 
Certificate (October 1984). These 

forms were issued despite the survey 
report dated 9 April 1984 that all 
sales and purchases were tax paid 
which did not warrant the issue of 
any statutory form to the dealer. 
Even after the cancellation of the 
Registration Certificate of the 
dealer, 57 more ST-1 forms were 
issued on 13 November 1984 and 14 
November 1984 without even calling 
for the return for the second 
quarter of the year 1984-85. The 
dealer was in addition issued 18 'F' 
forms which were used for 
transferring the goods from 
branches/headquarters etc. even 
though as per the Registration 
Certificate, the dealer was neither 
having any branch outside the state 
nor was any agreement in support of 
the stock transfer placed on 
record. 

The dealer was assessed ex 
.. parte for the years 1983-84 and 

1984-85 in March 1988 and March 1989 
respectively and demands of 
Rs.25,000 and Rs.25,000 for 1983-84 
and Rs.44,67,189 and Rs.3,195 for 
1984-85 under the Local and Central 
Acts respectively were created. The 
demands had not been recovered (July 
1990). The department did not 
initiate any action to recover the 
demand from the surety dealer whose 
Registrat i on Certificate had been 
cancelled in March 1985. 
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34. 9 Non levy of tax on irregular 
purchases of taxable goods 

A dealer engaged in the 
business of electrical and 
electronic goods was issued the 
Registration Certificate with 
liability and validity with effect 
from 7 July 1984. It was, however, 
noticed that the dealer made 
purchases of television sets 
amounting to Rs.2.80 lakhs from 
another dealer of a different ward 
and issued the statutory forms ST-1 
against the aforesaid purchases made 
on 25 June 1983. At the time of the 



verification of the aforesaid sale 
of the selling dealer, the assessing 
authority of the purchasing dealer 
had shown the issue of forms as last 
issue on 13 June 1986. The assessing 
authority, however, failed to take 
note of the fact that purchases 
related to the period prior to 7 
July 1984, the date from whi ch the 
Registration Certificate was valid 
and did not inform the fact to 
assessing authority of the selling 
dealer. The selling dealer was 
allowed deduction of Rs. 2. 80 lakhs 
from his gross turnover on a c count 
of aforesaid sales which resulted in 
non levy of tax of Rs.27,970 . 

34.10 Cancellation of Registrat i on 
Certific~~e-delaya in cance­
llation and their notifi­
cation 

The Registration' Certificate• 
of a dealer can be cancelled by the 
assessing authoritY, inter alia, on 
account of violation of any 
provisions of the Act or t he rules 
framed thereunder, misuse of the 
statutory forms, cessation of 
liability to pay tax. The parti­
culars of all cancelled Registrat ion 
Certificates are required to be 
notified in the official gazette as 
soon as possible. 

Delay in cancellation of 
certificates where due for 
cancellation and delay in the 
notification in the official gazette 
as laid down in Sec tion 65 of the 
Delhi Sales Tax Act, 1975 , could 
result in evasion of tax on account 
of misuse of the Registration 
~ertificate by the dealer himself or 
by other dealers. A few cases of 
delay in cancellation of the 
Registration Certificates, noticed 
by Audit were as under :-

(i) The Enforcement Branch of the 
department directed (June 1987) · t!le 
Ward Officer of a dealer registered 
with the ward wrth liability and 

validity with effect from 12 August 
1985 to initiate proceeding for the 
cancellation of the Registration 
Certificate of the dealer. The Ward 
Officer was again directed on 1 July 
1987 to complete the upto date 
assessment of the dealer and also to , 
initiat' action f or cancellation of 
the R~gistration Certificate which 
wa s done from 25 January 1990. 

The assessing autho r ity failed 
to complete the upto date a s sessment 
and instead complet ed the ass e ssment 
only upto 1985-86 til l June 1990 and 
created a dema nd of Re . 5 . 9 5 lak.hs 
under t he Local Act and of Rs . 10, 000 
under the Central Act1 the recovery 
o f which has not been int ima ted 
(July 1990) . 

At the time of regist r ation o f 
dealer t he a ssessing authority 
pr escribed two sureties of Rs.20,000 
each under the Local a nd Central 
Acts. Sureties were given by the 
dealer of a different ward. The 
registration o f the surety dealer 
was also cancell e d with effe c t from 
31 July 1987 . 

(ii) The Enforcement Branch of the 
department directed (JunA 1987) the 
ward officer of a dealer registered 
with the ward with liability a n, 
validity from 27 November 1984 to 
initiate proceedings for the 
cancellation of Registration 
Cer tificate of the de a ler. The ward 
officer was again d irected on 6 
January 1989 and 2 June 1989 to 
complete the upto date assessment of 
the dealer. 

Th~ assessing authority faile~ 
·to act on the d irection of the 
Enf9rc~~ent Branch and c ompleted the 
assessments only for the year 1984-
85 and 1985-86 till June 1990. The 
assessing authority also failed to . 
initiate proceedings for tha 
can.cellation of the Registration 
Certificate till June 1990 despite 
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the directions of the Enforcement 
Branch issued on 12 June 1987. 

34 . 11 Hon levy of tax at the time of 
•••esaaent of a dealer whose 
Kegi•tration certificate was 
cancelled prior to the date of 
a•••••aent 

A dealer whose Registration 
Certificate was cancelled from 24 
April 1986 filed an affidavit on 10 
August 1987 at the time of t he 
assessment of his cases for 1983-84 
deposing that he made only one sale 
of Rs . 20,000 in the fourth qua rter 
and had made no other sales or 
purchases during the remaining 
quarters of the year. 

The assessment order dated 11 
July 1988 relating to the assessment 
year 1986-87 (upto 24 April 1988) 
also stated that all the stocks were 
cleared by the dealer during 1983-84 
and he had no further stocks. with 
him. The dealer also filed an 
affidavit to this effect. The 
assessing authority further 
that all the unused ST-1 

stated 
and ' C' 
by the forms 

dealer. 
were surrendered 

It was, however, observed in 
Audit that the dealer had in fact 
made purcbases · against two bills of 
Rs . 1,07,l)40 and Rs_.1,99,416 · on 31 · 
October l,983 a.n~ .17 January 1~84 

res~ctiv~ly and iseu~d two ST-1 
fQrms .in ' ·support -o(· tl'),e~e . p\irchases • .. 
The. sel{ing · d¢aler·· '..· ~as-.· allc>.wed .: · · 
de ductio.n ~~9re9a1;.~ng t,o · Rs .'3; 06, 956 
from h is gr.ass 'turnqver on ·accou~t 

of &! 04ssa\ d aales ·which resulted in 
:.- nqn : .,l~vy. 9 f ta.k o f Rs .30 ,69~ ~ ... 
.. : ' . : . ' . . . . . . . .. 

It · was further observed that 
the dealer had made purchases of 
electronic goods against these bills 
whereas as per the Registration 
Certificte the dealer was allowed to 

. ·' purcha·a_e · for_.: .resale . o°'ly sports 
. gOods ,'.· .ba.n~~craft:s, · leather, canvas 
· bags. . At · the · time . of ' the 

verification of the above referred 
sales of t he selling dealers the 
ward officer of the purchasing 
dealer showed the issue of forms as 
last · issue on 25 February 1984 . It 
was furthe r seen that the forms were 
i ssued by the dealer to the selling 
dealer on 28 Jun e 1984 and the fact 
of the purchases having been made 
were known to the assessing 
authority who failed to compute the 
total purch a s es concealed and the 
consequent ial s ales suppressed. This 
resulted i n non levy of penalty for 
unauthorised pur chases and misrepre­
sentation of facts. 

-
34,12 Hon r ecovery 

amounts froa 
dealers 

of outstanding 
the surety 

Section 17 of the Delhi Sales 
Tax Act, 1975, provides that the 
sureties should be obtained either 
from the registered dealer or from 
the bank or in cash before the 
Registration Certificate is granted 
to a new dealer. Whereas the surety 
furnished by a dealer is of a 
permanent nature, the bank guar­
antee is for a specific period only 
and at the expiry of that period 
either a fresh bank guarantee is 
required to be furnished or surety 
from another registered dealer 
should be obtained. 

(i) It was, however, noticed (April 
to Ju~y 1990) in Audit that in four 
cases ; the Registration Certifcates 
'of · · the . surety . dealers were 
cancelled, but' the dealer :'.·for whom 
they stood surety were not asked to 
furnish fresh sureties. The Regis­
tration· Certificates of these 
dealers were also subsequently 
cancelled. Demands amounting to 
Rs . 85 . 84 lakhs were created against 
these dealers and recovel:'y was 
pending at the time of cancellation 
of the registration. Failure .of the 
department to insist for fresh 
sureties at the t ime of the 
cancellation of the Regiatration 
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certificate of the s urety dealers 
resulted in non-recovery of the 
aggregated demands amounting to 
Rs.85.84 lakhs. 

(ii) In three cases, the 
Registration Certificates of the 
dealers were cancelled by the 
department. Demands amounting to 
Rs.38.56 lakhs were outstanding 
against these dealers a t the time of 
cancellation . The assessing 
authority did not take any action to 
recover the outstanding amounts from 
the surety dealers. The Registration 
Certificat'e s of the surety dealers 
were also cancelled from the 
subsequent dates. Fail·.lre o f the 
department to take timely act ion for 
the recovery of the outstanding 
demands from the surety dealers 
resulted in demands amounting to 
Rs.38.56 lakhs remaining unrecovered 
(July .1990) . 

34 .13 Delayed notification of 
cancellation of Registration 
Certificate 

Under Section 65 of the Delhi 
Sales Tax Act, 1975, the department 
is required to notify at intervals 
not exceeding three months- the 
particulars of the dealers whose 
Registration Certificates had been 
cancelled. A perusal of the 
notifications issued during 1988-89 
and 1989-90 revealed that though 
these were issued during these two 
years but the Registration 
Certificates of the dealers were 
cancelled by the department with 
effect from the dates as back as 
April 1978 and January 1989 i.e. one 
to ten years. Even in cases where 
cancellation had been notified, the 
notifications were not circulated to 
all the Sales Tax officers for 
necessary action. 

These 
brought to 
department 
Affaj,.rs in 

observations 
the notice of 

and Ministry of 
September 1990; 

were 
the 

Home 
their 

reply has not 
(December 1990) . 

be en received 

35. Short levy due to non­
detection o f false/invalid 
declarat ions or i nterpolations 
in the declaration 

Under section 4(2) (a) o f the 
Delhi Sales Tax Act , 1975 and the 
rules framed thereunde r, sales of 
goods made by one registered dealer 
to another registered dealer are to 
be allowed ,. as a deduction from the 
turnover of the selling dealer , on 
his furnishing alongwith his returns 
a co~plete list of such sales, duly 
supported by prescribed declarations 
in Form ST-1 obtained from the 
purchasing dealer . In case a d~aler 
conceals the particulars of his 
sale s, penalty not exceeding two and 
half times of the amount of tax 
thereby evaded, is leviable , in 
addition to t he tax payable on the 
sales. 

35 .1 In the assessment year 1982-
83, a registered deal er in Delhi 
engaged in the business of plywood 
etc. had claimed and was allowed 
deduction of Rs. 2.92 lakhs from his 
gross turnover on account of sale 
made to other registered dealers 
duly supported by declarations in 
Form ST-1. However, on cross 
verification of assessment records 
by Audit (August 1987), it was 
noticed that the deduction allowed 
was ittegular as these Forms were 
not issued to the purchasing dealer 
by the departme nt. The irregular 
grant of deduction had resulted in 
short levy of tax amounting to 
Rs.20,410 . Besides, penalty not 
exceeding Rs .51, 026 was also 
leviable on the dealer for 
misrepresentation of facts. 

The irregularity was pointed 
out to the Department (March 1988); 
their reply has not been received 
(December 1990) . 
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35 .2 In the assessment year 1981-
82 , a F~istered dealer in Delhi 
engaged in the business of chemicals 
had claimed and was a llowed 
deduction of Rs . 10.77 lakhs from his 
gross turnover on account of sales 
made to other registered dealers 
duly supported by declarations in 
Form ST-1 . However, on cross 
verification of a ssessment records 
in Audit (June 1986) , it was noticed 
that the deduction al lowed was 
irregular as the pur chasing dealers 
had issued these declarations in 
f avour o f other dea lers and not to 
the asse s see dea l er and for 
different amount . The omission was 
not detected by the assessing 
authority while finalising 
assessment in March 198~. The non­
detection of irregularity has 
resulted in s hort levy of tax 
amounting to Rs . 75, 42 5 and a 
penalty not exceeding Rs. l . 89 lakhs 
was a l s o l eviable . 

On the omis sion being pointed 
out in Audit (January 1987), the 
department reassessed the dealer 
(January 1990) and raised additional 
demand of Rs . 2.64 lakhs including 
penalty o f Rs.1 . 89 lakhs. Report on 
recovery has not been received. 
(December 1990) . 

35 . 3 I n the a s sessment year 1981-
82, a dealer in Delhi engaged in the 
business of auto parts had claimed 
and was a llowed deduction of 
Rs . 30 . 95 lakhs from his gross 
turnover for the year 1981-82 on the 
ground that sales made to other 
registered dealers duly supported by 
20 declarations i n Form ST-1. 
However, on cross verification of 
assessment records of purchasing 
dealers by Aud i t (June 1987), it was 
noticed that the deduction allowed 
was irregular as the purchasing 
dealers had issued these 
declarations in f avour of some other 
dealers and not to the assessee 
dealer . The irregular deduction has 
resulted in short levy of tax 

amounting to Rs.3 . 09 lakhs. Besides, 
penalty not exceeding Rs.7.74 lakhs 
was also leviable on the dealer for 
misrepresentation of facts. 

Further, the dealer had 
claimed and was allowed deduction on 
account of sale made to other 
registered dealer amounting to Rs. 
6.43 l akhs on the basis of foµr 
declarations in Form ST-1. The 
deduction was irregular as the 
declarations were either invalid or 
were in excess of the monetary limit 
presc ribed f or more than one 
transaction. This irregular grant 
of deduction r esulted in short levy 
of tax of Rs . 64,388. 

On the omission being pointed 
out (June 1987) in Audit and 
f ollowed by reminder in July 1989, 
the department stated (October 1989) 
that the sales to the tune of 
Rs . 17.04 lakhs had already been 
taxed, sales amounting to Rs .1. 35 
lakhs covered by two declaration 
Forms were valid and the dealer has 
been reassessed for Rs.19 lakhs and 
raised additional demand of Rs.1.90 
lakhs. The report on the levy of 
penalty and recovery position 
thereof has not been received 
(December 1990). 

35.4 During the year 1982-83, a 
registered dealer in Delhi engaged 
in the business of plastic goods and 
chemicals had claimed deduction of 
Rs.45.94 lakhs from his gross 
turnover on sale of goods made to 
other registered dealers by 
furnishing declaration in Form ST-1 
in support of his claim. on cross 
verification by the department of 
these forms with accounts records of 
the issuing dealer revealed that 
either these forms were not issued 
to the assessee dealer or issued for 
different amount. The assessing 
authority while framing assessment 
levied tax - amounting to Rs.3.22 
lakhs but failed to levy penalty not 
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exceeding Rs.8.04 lakhs and interest 
amounting to Rs.2.35 lakhs . 

Further, the dea!er had fail; d 
to submit declaration in Form ST-1 
in support qf his claim of sale 
amounting to Rs . 3. 23 lakhs made to 
other registered dealer. The asse­
ssing authority while framing 
assessment (March 1987) levied tax 
amounting to Rs.22,575 but did not 
levy interes t amounting to 
Rs.16,480 . 

The omiss i on was pointed out 
in Audit to the department (July 
1987); their reply has not been 
received .(December 1990 ). 

35. 5 In the assessment yea r 1982-
83, a r egi stered dealer in Delhi 
engaged i~ t he business of chemicals 
had clai med and was allowed 
de ducti on of Ra .4.99 lakhs from his 
gross t urnover on account of sale 
made to other regrstered dealer s 
duly supported by declarations i n 
Form ST-1. However, on cross 
verification o f assessment records 
by Audit (December 1982) , it was 
noticed t hat t he deduction allowed 
was irregular as the purchasing 
dealers had i ssued these 
declarations in favour of some other 
dealers and not to the assessee 
dealer and for different amount . 
This resulted in short levy of tax 
amounting to Rs . 49 , 858. 

Further, the dealer had made 
purchases without payment of tax by 
issuing declarations in Form ST-1 to 
the tune of Rs. 12. 50 lakhs but had 
accounted for purchases to the tune 
of Rs.11.90 lakhs . Thus the dealer 
had concealed purchases to the tune 
of Rs. 60, 431 and thereby concealed 
sales to the tune of Rs.64,359 after 
adding pro rata margin of prof it at 
the rate o f 6.5 per cent. The 
omission resulted in short levy of 
tax amounting to Rs.6 ,436 and 
penalty not exceeding Rs.16,090 was 
also leviable. 

The omission was pointed out 
to the department (December 1987); 
their reply has not been received 
(December 1990). 

35 . 6 A registered dealer, in Delhi, 
engaged in the business of resale of 
petroleum products had claimed and 
was allowed deduction of Rs.23 . 39 
lakhs from his gross turnover for 
the year 1981-82 on the basis of 
declarat i ons in Form ST-1 . · It 
was., however, noticed in Audit (March 
1987) on cross verif i cation with t he 
records of the purchas ing dealers 
that those ST-1 forms were issued by 
the purchasing dea ler s e ithe r t o 
some other deal ers or to the 
assessee dea ler for les ser amounts. 
Thus, the deduct ion of Rs .23.39 
lakhs allowed t o the assessee on the 
basis of those declaration forms was 
not admissible. This resulted in 
short levy of tax amounting to 
Rs . 1 . 64 lakhs. Besides, penalty not 
exceeding Rs.4.09 lakhs was also 
leviable on the dealer for 
misrepresentation of facts. 

The irregularity was pointed 
out in Audit (December 1987) to the 
department; their reply has not been 
received· (December 1990). 

35.7 A registered dealer, in Delhi, 
engaged in the business of resale of 
pesticides, mal.than, sodium sulphide 
etc. was allowed deduction of 
Rs.91,537 . from his ·gr-os.s turnover 
for the year 19,82'-83 on ~pcount of . 
sale made to ·other registered 
dealers duly supported by dec­
larations in Form ST-1. However, on 
cross verification by Audit (January 
1988), it was noticed that the 
deduction allowed was irregular as 
address of the purchasing dealer was 
not mentioned in the forms. The 
irregular deduction has resulted in 
short levy of tax amounting . to 
Rs.6,407 . Besides, penalty not 
exceeding Rs.16,020 was leviable on 
the dealer. 
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On the irregularity being 
pdinted out in Audit (January 
1988), the department reassessed 
(February 1990) the dealer and 
raised additional demand of 
Rs.22,427 (including penalty of 
Rs.16,020). The report on recovery 
has not been received (December 
1990). 

35.8· A registered dealer, in Delhi, 
engaged in the business of ' photo 
goods was allowed deduction of 
Rs. 3. 51 lakhs from his gross 
t urnover during the year 1982-83 on 
account of sale made to other 
registered dealers duly supported by 
declarations in Form ST-1. However, 
on cross verification of assessment 
record in Audit (January 1988 ), it 
was noticed that the deduction 
allowed was irregular as the 
purchasing dealers had issued these 
declarations amounting to R~.2.02 

lakhs in favour of some other 
dealers and not to the aeeessee 
dealer and declarations amounting to 
Re.1.49 lakhs ware not issued to the 
purchasing dealer by the department. 
This irregular deduction allowed to 
the assessee resulted in short levy 
of tax amounting to Re. 35, 107. 
Besides, penalty not exceeding 
Re. 87, 767 for misrepresentation of 
facts was also leviable un the 
dealer . 

The irregularity was 
out in Audit (January 1988) 
department; their reply has 
receive9 (December 1990). 

pointed 
to the 

not been 

35.9 In the assessment year 1982-
83, a registered dealer in Delhi 
claimed and was allowed deduction of 
Rs.5.34 lakhs from his gross 
turnover on account of sales made to 
other registered dealers duly 
supported by declarations in Form 
ST- 1. However, on cros s verifi­
cation of a ssessment records of 
purchasing dealers by Audit 
(November 1987 ), it was noticed that 
the deduction a llowed was irregular 
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as the purchasing dealers had issued 
thes e declarations either to certain 
other dealers or for different 
amounts but not to the assessee 
dealer. The irregular deduction 
allowed r esulted in short levy of 
tax amounting to Rs.53,392. Besides, 
penalty not exceeding Rs .1. 33 lakhs 
was also leviable. 

Further, the dealer had 
purchased goods valued at Rs .10. 20 
lakhs without payment of tax from 
other registered dealers by 
furnishing declarations in Form ST-1 
as seen in Audit from the 
utilisation account submitted by the 
dealers in Form ST-2 but ha~ 

accounted for purchases worth 
Rs.9 .07 lakhs in his accounts 
record. The short accountal of 
purchases amounting to Rs.1.13 lakhe 
resulted in suppression of sale 
valued at Rs.1.21 lakhs (including 
seven per cent profit margin). The 
assessing authority failed to detect 
the suppression of sale and the 
omission resulted in short levy of 
tax amounting to Rs.12,137 . Besides, 
penalty not exceeding Rs. 30, 342 for 
furnishing of inaccurate particulars 
~nd interest amounting to Rs.8,361 
for non payment of tax was also 
leviable on the dealer. 

The omission was pointed out 
in Audit (November 1987) t o the 
department; their reply has not been 
received (December 1990). 

35.10 A registered dealer,in Delhi, 
engaged in the business of 
manufacturing o f Tingles was allowed 
deduction of Rs.1 .35 lakhs from his 
gross turnover during the year 1983-
84 on account of sale made to other 
registered dealer on the basis of 
declaration in Form ST-1. However, 
on cross verification with reference 
t o the records of the purchasing 
dealer, i t wa s noticed (June 1989) 
in Audit that the deduction allowed 
was irregular as t he purchasing 
dealers had issued these 
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declarations either for lesser 
amount or to certain other dealer 
but not in favour of assessee 
dealer. The irregular deduction 
resulted in s hort levy of tax 
amounting to Rs. 5, 317 and i nterest 
for non payment of tax amounting to 
Rs.3,358 . Besides, penalty not 
exceeding Rs.13 , 292 was also 
leviable on the dealer for 
furnishing inaccurate particulars. 

On the omission being pointed 
out in Audit (June 1989 )·, the 
department reassessed the de aler 
(May 1990) and raised addi tional 
demand of tax of Rs. 9,412, pe nalty 
Rs . 9, 500 and interest amounting t o 
Rs.3,811 . The report on recovery of 
additional demand of Rs.22,723 has 
not been received (December 1990) . 

35.11 In the assessment year 1983-
84, a registered dealer in Delhi 
engaged in the business of 
electrical goods claimed and was 
allowed deduction of Rs .1. 79 lakhs 
from his gross turnover on account 
of sales made to other registered 
dealers duly supported by 
declaration in Form ST-1. However, 
on cross verification of records by 
Audit (October 1988), it was noticed 
that the deduction allowed was 
irregular as the declaration forms 
were not issued to the purchasing 
dealer. by the department. The 
irregular deduct i on had resulted in 
short levy of tax amounting to 
Rs. 17, 903 and interest amounting to 
Rs.14,679. Besides , penalty not 
exceeding Rs . 44,757 was also 
leviable on the dealer. 

Further, the dealer had 
purchased goods worth Rs.30 . 65 lakhs 
without payment of tax by furnishing 
the declarations in Form ST-1 to the 
selling dealers whereas he has 
accounted for purchases to the tune 
of Rs . 29.95 lakhs in his accounts 
records. Thus, the dealer had 
suppressed purchases amounting to 
Rs.70,083 and corresponding sales 

amounting to Rs.74,288 (inc luding 
gross profit of six per cent) . The 
suppression of sales resulted in 
shrot levy of tax amount i ng to 
Rs .7,429. Besides, penalty not 
exceeding Rs.18,572 was also 
leviable. 

On the omission being pointed 
out in Audit (October 1988), the 
department reassessed (December 
l~a8) the dealer and raised an 
add i tional demand of Rs . 1. 03 lakhs 
(inc luding 
Rs.14,679 

interest amounting t o 
and penalty Rs.63,328). 

The report on recovery has not been 
received (December 1990 ) . 

35.12 A registered dealer,in Delhi, 
engaged in the business of kiryana 
goods and dry fruits had claimed and 
was allowed deduction of Rs . 9.65 
lakhs during the year 1983-84 from 
his gross turnover on account of 
sales made to other registered 
dealers duly supported by decla­
rations in Form ST-1. However, on 
cross verification of assessment 
records by Audit (August 1988), it 
was noticed that the deductions 
allowed were irregular as the 
declaration forms were not issued by 
the - department to the purchasing 
dealers. The above irregularity had 
resulted in short levy of tax 
amounting to Rs.67,577 and interest 
amounting to Rs. 39, 784. Besides, 
penalty not exceeding Rs . 1.67 lakhs 
was also leviable on the dealer. 

The omission was pointed out 
in Audit (August 1988) to the 
department followed by reminders 
issued in April 1989 and March 1990; 
their reply has not been received 
(December 1990). 

35.13 A registered dealer,in Delhi, 
engaged in the business of resale of 
kiryana goods and dry fruits had 
clai med and was allowed deduction 
amounting to Rs.4.02 lakhs from his 
gross turnover on account of sales 
made to registered dealers on the 
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basis of declarations in Form ST-1 
during 1983-84. on cross verifi­
cation of records it was seen in 
Audit (June 1988) that the deduc­
tions allowed were irregular as the 
forms were not issued by the 
department to the purchasing dealer . 
The irregular deductions resulted 
in short levy of tax amounting to 
Rs. 28 , 139 . ~esides, penalty not 
exceeding Rs.70,347 was also 
leviable on the dealer. 

The 
in Audit 
department 
issued in 
has not 
1990). 

omission was pointed out 
(June 1988) to the 
followed by reminder 

March 1990; their reply 
been received (December 

35.14 In the assessment year 1982-
83, a registered dealer in Delhi 
engaged in the business of 
electrical goods claimed and was 
allowed deduction of Rs .1. 60 lakha 
from his gross turnover on account 
of sales made to other registered 
dealers duly supported by 
declarations in Form ST-1. However, 
on cross verification of assessment 
records of the purchasing dealers by 
Audit (May 1988), it was noticed 
that the deductions allowed were 
irregular as the purchasing dealers 
had either issued these declarations 
to certain other dealers and not to 
the assessee dealer or for different 
amounts. Thus r the deduction allowed 
by the assessing authority on the 
basis of said declarations to the 
asses see was irregular which 
resulted in short levy of tax 
amounting to Rs.16,017 and i nterest 
amounting to Rs.15,917. Besides, 
penalty not exceeding Rs.40,042 was 
also leviable on the dealer. 

The omission was pointed out 
in Au!Zlit in May 1988 followed by 
reminder issued in March 1990 to the 
department~ their reply has not been 
received (December 1990). 

35 . 15 A registered dealer in Delhi 
engaged in the business of paints, 
varnish, etc. had claimed that his 
business premises was looted and 
destroyed by fire during riots and 
his books of accounts, ST-1 forms 
and other relevant documents had 
been lost. He claimed that he may be 
granted deduction on account of 
sale to registered dealers on the 
return ~ersion without production of 
declarrltions in Form ST-1 for the 
assessment years 1980-81 to 1984-85. 
The Commissioner of Sales Tax after 
enquiring granted exemption to the 
dealer from furnishing declarations 
in Form ST-1 for the assessment 
years 1980-81 to 1984-85 subject to 
the condition that he should not 
receive ST-1 form from other dealers 
and should submit for cancellation 
to concerned assessing authority if 
he had received any form. The 
exemption granted should be 
inoperative if that condition was 
violated. 

A scrutiny of forms (August 
1987), however, revealed that the 
dealer had received 56 ST-1 forms 
from other dealers for sale 
am"Ounting to Rs.6.93 lakhs for the 
assessment year 1981-82 but did not 
submit the same to the concerned 
assessing authority for cance­
llation. Hence, the exemption 
granted had become inoperative and 
deductions amounting to Rs.22.22 
lakhs for assessment years 1980-81 
to 1982-83 allowed was irregular. 
The irregular grant of deduction has 
resulted in short levy of tax 
amounting to Rs.1.56 lakhs. 

The omission was pointed out 
in Audit (August 1987) to the 
Department; their reply has not been 
received (December 1990). 

The above cases were reported 
to the Ministry of Home Affairs 
between April 1990 and September 
1990; their reply has not been 
received (December 1990). 
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36. Short levy due to non­
detection of suppression of 
Sales 

Under the Delhi Sales Tax Act, 
1975 and the rules made thereunder, 
a registered dealer can purchase 
goods from another registered 
dealer, without paying tax, if the 
goods are required by the purchasing 
dealer for resale within the Union 
Territory of Delhi or for use in 
manufacture in Delhi, of goods, sale 
of which is taxable in Delhi. For 
availing of the facility , t he 
purchasing dealer is required to 
furnish to the seller a declaration 
in the prescribed form to the said 
effect. But if the dealer makes a 
false representation in regard to 
the goods or class of goods covered 
by his registration certificate or 
conceals the particulars of his 
sales, or files inaccurate 
particulars of his sales, penalty 
not exceeding two and a half times 
the amount of tax, which would 
thereby have been avoided, will be 
leviable in addition to the tax 
payable on the sales. Interest 
under section 27 of Delhi Sales Tax 
Act, 1975, for non payment of tax 
with returns will also be lev iable. 

36.1 During the year 1982-83, a 
registered dealer in Delhi engaged 
in the business of manufacture and 
resale of auto parts had purchased 
goods worth Rs . 5 . 52 lakhs without 
payment of t~x by furnishing 
declaration in Form ST-1. It was, 
however, seen in Audit (June 1987) 
from the utilisation account of 
statutory forms available in the 
assessment record, that the dealer 
had shown purchases valued at 
Rs. 93, 949 in his accounts. Thus, 
the dealer had concealed purchases 
to the tune of Rs. 4. 59 lakhs and 
thereby concealed sale to the tune 
of Rs. 5. 76 lakhs after adding pro 
rata margin of profit at the rate of 
25.6 per cent. The suppression of 
sales had resulted in short levy of 
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tax amounting to Rs . 57,593, interest 
amounting to Rs . 33 , 408 and penalty 
not exceeding Rs . 1 . 54 lakhs was also 
lev iable on the dealer. 

The omission was pointed out 
in Audit (March 1988) to the 
department ; their r eply has not been 
r eceived (December 1990) . 

36 . 2 During the year 1981-82, a 
registered dea l er in Delhi engaged 
in the business of auto parts had 
purchased without payment o f tax, 
goods valued at Rs.15.58 lakhs from 
other register ed dealers by 
furnishing dec laration in ST-1 
forms but accounted f o r purchases 
amounting to Rs . 12 . 84 lakhs only in 
his accounts recor ds . The short 
accountal of purchases amounting to 
Rs . 2 . 74 l akhs resulted i n 
suppression of corresponding sale 
amounting to Rs . 2. 74 lakhs wit hout 
adding prof it margin . The 
suppression of sales was not 
detected by the asses sing authority 
while final i s ing assessme nt for the 
year. The non-detection of 
suppression of s ales had r esulted in 
short levy of t ax amounting to 
Rs . 27, 363 and penalty not exceeding 
Rs . 68,407 was also lev i a ble . 

On the omission being pointea 
out in Audit (September 1987), the 
Department reassessed the dealer 
(August 1989) and raised additional 
demand of Rs.95 , 171 including 
penalty of Rs.67,808 . Report on 
recovery has not been received 
(December 1990). 

36.3 A registered dealer, in Delhi, 
engaged in the business of iron and 
steel had purchased goods valued at 
Rs.18.58 lakhs in March 1984 by 
furnishing declaration in Form ST-1 
but had accounted for goods valued 
at Rs .13 . 84 lakhs in his accounts 
resulting in short accountal of 
purchases and suppression of sales 
of Rs . 4.87 lakhs (including profit 
margin of Rs.14,119) in the 
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assessment yea r 1983-84. The short 
acc ount al of purchases and 
suppression of sales has resulted in 
short levy of tax of Rs.19,498. 
Besides, t he dealer was also liable 
to pay penalty not exceeding 
Rs .48, 745 and i nterest amounting to 
Rs .13, 454 . Fur t her, the dealer had 
claimed and was allowed deduction on 
account of sale made to o t her 
registered dealer on the basis o f 
231 declar ations in Form ST-1 
amounting to Rs . 127.80 lakhs during 
the year 1983-84 whereas the t otal 
o f t he se f or ms works out to 
Rs . 126. 98 lakhs as seen in Audit . 
Thus the dea l.er had been allowed 
excess deduction to t he tune of 
Rs . 82 , 824 r esulting i n short levy 
of tax amounting to Rs . 3,313. 

The omission was pointed out 
(November 1988) t o the Department; 
their reply has not been received 
(December 1990 ). 

36. 4 A regis t ered deal er, in 
Delhi, engaged in the busine ss of 
paper purchased goods during 1982-83 
valued at Rs . 66 . 59 lakhs without 
payment o f tax by furnishing 
declaratio n i n Form ST-1 from other 
registered dealers. He, however, 
a c counted for purchases amounting to • 
Rs . 21 . 56 lakhs in his accounts 
records. Thus t he dealer had 
concealed pur c hases amounting to 
Rs.45. 03 lakhs and suppressed 
corresponding sal e amounting t o 
Rs.45. 0 3 lakhs (without adding 
prof i t ma r gin). The non de tection of 
suppression had r esulte d in short 
levy 1.:if tax amount i ng to Rs . 2 . 25 
lakhs , .wn levy of interes t 
amounting t o Rs . 1 . 42 l akhs and 
penalty not exceeding Rs. 5 .63 lakhs 
was also leviable on the dealer. 

The omission was po inted out 
(November 1987) t o the department. 
The depar t ment has r aised addit ional 
demand of Rs . 5 . 22 lakhs (June 1990). 
The recovery pos ition has no t been 
i nt imated (December 1990). 

36.S A registered dealer, in Delh i , 
engaged in the business of paper and 
board, purchased goods valued a t 
Rs.41.58 lakhs without payment o f 
tax from other registered de alers 
during the year 1982-83 by 
furnishing prescribed declarat ion i n 
Form ST-1. However, it was seen in 
Audit (November 1987) f rom the 
utilisation account in For~ ST-2 
submitted by him that he has 
accounted f o r pur chases to the tune 
of Rs . 37. 48 lakhs only in h is 
account rec ords . The short account a l 
of purchases of Rs .4 . 10 lakhs 
resulted in suppression of corres ­
ponding sale o f Rs.4. 24 lakhs 
(including three and half per cent 
margin of profit) . The suppr e s sion 
of sale was not detected by the 
assessing authority while framing 
assessment (March 1987). The fa i l ure 
had resulted in tax be i ng levied 
short by Rs.29,664. Besides, penalty 
not e xceeding Rs . 74,160 wa s also 
leviable on the dealer. 

On the omission being pointed 
out in Audit (No vember 1987), t he 
department reassessed the dealer 
(December 1989) and raised 
additional demand of Rs.l.13 lakhs 
including penalty of Rs . 40,000. The 
further report on recovery has not 
been received (December 1990) . 

36 . 6 A registered dealer, in Delhi , 
engaged in the business of resale o f 
Rooh-Af-Zah purchased goods valued 
at Rs.31.08 lakhs during 1983-84, 
without payment o f tax on the basi s 
of dec larations in Form ST-1, from 
o ther registered dealers. It was, 
however, noticed in Audit that he 
has a ccounted for purchases to t he 
tune of Rs . 22. 84 lakhs only in h i s 
a ccounts. The short accountal of 
purchases t o the tune of Rs.8 . 24 
lakhs resulted in suppression o f 
s a les amounting to Rs.8.50 l akhs 
(after adding profit margin o f 
Rs. 2 5, 491) . The non-detection of 
suppress i on of sales had resulted i n 
short levy ~f tax amounting t o 

109 



Ra.59,480. Besides, penalty not 
exceeding Rs.1.49 lakhs was also 
leviable on the dealer. 

On the omission being pointed 
out in Audit (December 1988), the 
department reassessed the dealer 
(February 1990) and raised 
additional demand of Rs.2.14 lakhs. 
Report on recovery has not been 
received (December 1990). 

36.7 In Delhi, a registered,dealer 
engaged in the business of plastic 
goods, purchased goods valued at 
Ra.42.60 lakhs during 1981-82 from 
other registered dealers by 
furnishing prescribed declarations 
in Form ST-1 but accounted for 
purchases to ·the tune of Rs.38.67 
lakhs only in his accounts. The 
short account al of purchases 
amounting to Rs . 3 . 93 lakhs resulted 
in suppression of co rresponding 
sales amounting to Rs.4.05 lakhs 
(after adding profit margin at three 
per cent). The suppression of sale 
which was not detected by assessing 
authority while f i nalis i ng 
assessment (December 1985) resulted 
in short levy of tax amounting t o 
Rs . 40,508. Further, penalty not 
exceeding Rs.1.01 lakhs was also 
leviable on the dea l er for 
furnishing inaccurate particulars of 
his sales. 

On the omission being pointed 
out in Audit (September 1986), the 
department in their reply (December 
1989) stated that on verification of 
books of accounts of the dealer it 
was seen that the actual suppression 
was to the tune of Rs. 2. 27 lakhs 
after deduction from the purchases 
the value of credit notes on account 
of return of goods, rate difference 
and special disco~nt and raised 
additional demand of Rs . 18,866 
including penalty of Rs. 3, 000. The 
department has been asked by Audi t 
(February 1990) to reconsider the 
question of credit notes on account 
of special discount as the deduction 

o n t his account is not permiss i ble . 
The f ur ther report on recovery and 
the reply of the department has not 
been r eceived (December 1990). 

36 . 8 During the year 1982- 83 , a 
registered deale r in Delhi engaged 
in the bu s i ness of res ale o f motor 
parts , purchased without payme nt of 
tax, on the b asis . of dec laratio n i n 
Form ST-1 , goods va lued at Rs . 18 .33 
lakhs from other regis ter ed dealers . 
I~ was , however , noticed (July 1987) 
in Audit that t he dealer had 
accounted for purchases worth 
Rs . 16 . 49 lakhs only i n his account 
books . Thus, the dealer had 
concealed purchases to the tune of 
Rs . l . 84 lakhs a nd consequential sale 
to the tune o f Rs . 1. 99 l akhs after 
adding pro rat a margin of prof it a t 
the rate o f e ight per c ent . While 
assess ing the dealer (March 1987 ) 
suppression of sale wa s, howe ver, 
not detected by the a s sessing 
authority. The short accountal of 
s ales resulted in short l evy of t ax 
amounting t o Rs. 19 , 88 5. Further, 
penalty not e xceeding Re . 49,712 was 
also lev iable. 

The dealer had f urther c laime d 
deduction on a ccount of sale s made 

• to other register ed dealer to the 
tune of Rs . 45, 662 but f a i led to 
produce declaration i n Form ST- 1 . 
The assessing authority while 
framing asse ssment (March 1987) 
levied tax t o t he t une o f Rs . 4, 566 
but failed t o l e vy i nterest on non 
payment of tax with return . The 
omission has r esult ed i n non l evy of 
interest amount i ng t o Rs . 3 , 333 . 

The omission was pointed out 
in Audi't (Ju l y 1987) t o t he 
department ; their reply has not been 
received (December 1990). 

36.9 A r egi stered dealer , i n Delhi, 
engaged in the business o f dry 
fruits purchased, without payment o f 
tax, goods valued at Rs. l. 46 lakhs 
by furnishing de c larations in Form 
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ST-1 from other registered dealers 
during 1981-82 as seen in Audit in 
July 1986 from the assessment record 
of the selling dealer. He had, 
however, accounted for purchases 
amounting to Rs . 607 only in his 
accounts r e cords aga inst these two 
declarations . Thus, the purchases to 
the tune of Rs. 1. 46 lakhs were not 
accounted for by h im which r esulted 
in suppression of sale and 
consequent short levy of tax 
amounting to Rs . 14 , 561 . The 
suppression of sale was not detected 
by the assessing aut hority while 
framing the assessment in March 
1986. 

on the omission being pointed 
out (June 1987) in Audit, the 
department revised the a ssessment 
and reassessed the dealer ex parte 
on an assessment turnover of rupees 
t hree lakhs on the basis of average 
purchase of rupees one lakh on each 
of these forms issued and revised 
demand of tax amounting to Rs.21,000 
i n January 1990. Further, report on 
recovery of demand and imposition of 
penalty has not been received 
(December 1990). 

36.10 A registered dealer, in 
Delhi, engaged in the business of 
electronic goods, including T.V., 
refrigerators, purchased goods 
worth Rs.24.09 lakhs without payment 
of tax from other registered dealers 
during 1982-83 by furnishing 
prescribed declarations in Form ST-
1, as seen from the utilisation 
account in Form ST-2 submitted by 
him. It was, however, seen in Audit 
(October 1987) that the dealer 
accounted for purchases amounting to 
Rs. 21. 95 lakhs only in his account 
record. The short accountal of 
purchases amounting to Rs.2.13 lakhs 
resulted in suppression of 
corresponding sales to the tune of 
Rs.2.23 lakhs (after including four 
and a half per cent of profit 
margin) . The suppression of sales 
was not detected by the assessing 

authority while framing the 
assessment (January 1987). The 
failure had resulted in short levy 
of tax amounting to Rs. 22, 245. 
Besides , penalty not exceeding 
Rs.55,738 and interest amounting to 
Rs.15,941 was also leviable on the 
dealer for furnishing inaccurate 
particulars and non payment of tax. 

The dealer had further 
purchased cells, knitting machines, 
washing machines, etc. valued at 
Rs.3.38 lakhs without payment of tax 
during the year 1980-81 to 1982-83 
by misrepresenting that the goods 
purchased were covered by his 
certificate of registration whereas 
t hese items were not included in his 
certificate of registration. The 
assessing authority while framing 
(January 1987) assessment failed to 
detect the misrepresentation and 
consequently neither initiated 
prosecution proceedings against ttie 
dealer nor action to impose penalty 
not exceeding Rs.84,423 was taken. 

The omission was pointed out 
in Audit (August 1988) to the 
department; their reply has not been 
received (December 1990). 

3~.11 In Delhi, a registered dealer 
engaged in the business of 
electrical goods, purchased without 
payment of tax goods valued at 
Rs.11.91 lakhs from other registered 
dealers during 1982-83, by 
furnishing prescribed declarations, 
but accounted for purchases 
amounting to Rs.8.46 lakhs only in 
his account records. The short 
accountal of purchases amounting to 
Rs.3.45 lakhs resulted in 
suppression of corresponding sale 
amounting to Rs.3.93 lakhs (after 
adding profit margin at 14 per 
cent) • The suppression of sale was 
not detected by the assessing 
authority, resulting thereby in the 
short levy of tax by Rs.39,340. 
Besides, penalty not exceeding 
Rs. 98, 350 and interest amounting to 
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Rs . 28 , 229 were also leviable on the 
dealer for furnishing of inaccurate 
particulars of sale and non payment 
of assessed tax respectively. 

The omission was pointed out 
in Audit (March 1988) to the 
department; their reply has not 
been received (December 1990). 

36.12 ~ dealer, in Delhi, engaged 
in t he business of timber, laminated 
sheets and plywood, hard board, etc. 
purchased goods worth Rs.201 . 40 
lakhs during 1983-84, free of tax, 
on the basis of declarations in 
Form ST-1. The dealer, however, 
accounted for purchases amounting to 
Rs .199 . 41 lakhs in his trading 
account for that year. The dealer 
thus concealed purchases of Rs . 1.99 
lakhs which resulted in suppression 
of corresponding sales of Rs . 2. 01 
lakhs after adding pro rata profit 
margin. The non detection of the 
suppression of sales by the 
assessing authority at the time of 
assessment (March 1988) resulted in 
short levy of tax amounting to 
Rs.14,077. Besides , penalty not 
exceeding Rs.35,192 was also 
leviable on the dealer for 
f urnishing inaccurate particulars. 

On t he omission being pointed 
out in Audit (April 1989), the 
assessing authority reassessed the 
dealer (October 1989) and ~reated an 
additional demand of Rs . 49,269 
including tax and penalty. Report on 
the recovery o f the additional 
demand has not been received 
(December 1990). 

36.13 In Delhi, a registered dealer 
engaged in the business of re~ale of 
paints had purchased, without 
payment of t .ax, goods valued at 
Rs.30.98 lakhs by furnishing 
declarations in Form ST-1 from other 
registered dealers during 1982-83. 
It was, however, seen in Audit 
(February 1988) that the dealer had 
accounted for purchases amounting to 

Rs.23 .44 l akhs only in his account 
records resulting in short accountal 
of pur chases amount i ng t o Rs. 7 . 54 
lakhs and thereby suppressed 
corresponding sales amounting to 
Rs. 7 . 71 lakhs (after addi ng profit 
margin of 2. 31 per cent). The 
suppression of sales whi ch was not 
detected by the assess i ng authori ty 
whi l e finalising assessment (March 
1987) for the year 1982-83 resulted 
in s hort levy of t ax t o the tune 
of Rs.53,998. Besides, penalty not 
exceeding Rs. 1.35 lakhs wa s also 
leviable on the dealer . 

On the omissi o n being pointed 
out in Aud i t (Februar y 1988) ; the 
department reassessed the dealer 
(February 1990) a nd c r eated an 
addit ional demand o f Rs.1. 89 l a khs 
including penalty o f Rs .1. 35 l akhs. 
Report on the recovery of addit i onal 
demand has not been received 
(December 1990). 

36 . 14 A registered dealer,in Delhi, 
engaged in the business of 
electrical goods, purchased goods 
valued at Rs. 22 .18 lakhs, without 
payment of tax, from other 
registered dealers during 1983-84 by 
furnishing prescri bed declarat i ons 
in Form ST-1 but accounted for 
purchases amounting to Rs . 20.42 
lakhs only in his account records as 
seen in Audit (January 1988). The 
short account al o f purchases 
amounting to Rs.1.76 lakhs resulted 
in suppression of corresponding sale 
amounting to Rs . 1. 88 l akhs 
(including 7 . 11 per cent profit 
margin ). The suppression of sales 
which was not detecte d by the 
assessing authority while finalising 
assessment (July 1986) resulted in 
short levy of tax by Rs.18,846 . 
Further, interest amounting to 
Rs.7 ,312 for non payment of tax and 
penalty not exceeding Rs . 47 ,115 for 
misrepresentation of facts, were 
a lso leviable on the dealer. 
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The omiss ion was pointed out 
i n Audit (January 1988), fo llowed by 
reminders issued in April and J uly 
1990 to the depar tment; their r eply 
has not been rece i ved (December 
1990 ) . 

36 . 1 ~ In Delhi, a registere d dealer 
engaged i n the business o f 
electroric goods had purchased 
goods , free of ~a~, N~~t~ Rs.156. 71 
lakhs from other reJ ste red dealers 
during 1984-85 by furn i r.h ing 
declarat ions in Form ST-1 . It was, 
however , s een in Audit (April 1990) 
that the dealer had ac counted f or 
purchases worth Rs.1 18 . 99 lakhs 
on l y i n his accounts r ecords . Thus , 
purchases to the tune o f Rs. 37. 72 
lakhs were concealed wh i ch resulted 
in suppression of sales amount ing to 
Rs. 38. 48 l akhs after adding the 
average profit margin of t wo per 
cent based on trading accounts for 
the l a st two years . The suppr e ssion 
of sale s was not detected by t he 
assessing author ity while framing 
t he assessment in October 1988 wh i c h 
resulted in short levy of tax to the 
tune of Rs. 3.85 l akhs and inte rest 
amounting to Rs . 3 .30 l akhs upto 31 
Ma r ch 1990. Besides , penalty not 
exceeding Rs .9.62 lakhs was also 
leviable on the dealer for 
misrepresentat ion of facts . 

Further , the dealer had 
clai med and was a l lowed exemption on 
s e r vice c harges of Rs.7. 50 l akhs 
s t &ted t o have been collected by him 
f rom customers whereas in his 
trad ing a ccount for subsequent year 
he had shown receipts of these 
charges as a nomina l amount of 
Rs.1 , 295 only. This resulted in 
short levy of tax to the tune o f 
Rs . 74, 971 and interes t amounting t o 

' Rs .64 ,287. Besides, penalty not 
exceeding Rs . 1 . 87 lakhs was also 
l e v i able on the dealer. Keepi ng in 
view the huge di f iJr ence in receipt s 
of service charges in t wo years , the 
grant o f exemption f rom t ax o f 
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service c harges o f Rs.7.50 lakhs was 
irregular. 

On the omissio n be i ng pointed 
out in Audit (April 1990), the 
department rea ssessed the dealer in 
·July 1990 and r aised an addi tional 
demand of Rs. 20.03 lakhs . The report 
on recovery has not been received 
(De cember 1990). 

The department in i ts reply 
(September 1990) stated that the 
dea l "'r has gone in appeal and the 
demand has been s t ayed. 

36 1 6 During the year 1984-85 , a 
r egistered dealer dealing i&. 
elect r i cal goods and agricultural 
equipments had purchased goo~s 

valued at Rs.97.26 lakhs without 
payment of tax by furnishing 
pr esc ribed declarations in Form ST-1 
as seen from the utilisation accoun~ 
in Form ST-2 of the statutory forms 
submitted by him. He, however, 
accounted for purchases to the tune 
of Rs. 70. 33 lakhs only in his 
trading account. The short accountal 
of purchases of Rs. 26 . 92 lakhs by 
the de aler resulted in suppress i on 
o f corre s ponding sales amounting t o 
Rs.27 .20 l akhs (after addi ng pro 
rata profit ma rgin at 1.04 per 
cent). The suppression of sales 
which was not detected by the 
ass essing authorit y whil e finalis i ng 
assessme nt (March 1989 ) resulted in 
short l e vy o f t ax amounting to 
Rs.2 . 72 lakhs. Besides, penalty not 
e xce eding Rs.6.80 l a lths and inter est 
amounting t o Rs. 2. 37 lakhs under 
section 27 o f the Delhi Sa les Tax 
Act, 1975 , were also l eviable on the 
deaier f or furnishing of inaccurate 
par ticulars o f his sales and non 
payment of t ax due. 

Fu r the r, while computing the 
taxable turf'lover of the dealer the 
assessing au~hority made totalling 
mistake of r upees t wo lakhs which 
resulted i n short levy of tax by 
Rs .20,000. 



The dealer had also claimed 
tnd was allowed deduction amounting 
t o Rs.18.91 lakhs from gross 
'turnover on the ground that the sale 
was made to other local registered 
dealers and was supported by 
prescribed decl a r ations in Form ST-
1 . As a result of cross verif ication 
o f relevant assessment records i t 
was noticed in Audit (April 1990) 
that the forms were not i s sued by 
the purchasing dealers to the 
aasessee dealer and hence the 
deduction allowed was i r regular . The 
irregular deduction has resulted i n 
ahort levy of ·tax to the t une of 
Re.1 . 89 lakhs and interest amount ing 
to Rs.1.82 lakhs. Besi des, penalty 
not exceeding Rs.4.73 lakhs was a l s o 
leviable on the dealer . 

On the omission being pointed 
out in Audit (April 1990), the 
department reassessed the c a se and . 
raised an additional demand of 
Ra.9 . 99 lakhs on account of tax and 
interest (May 1990). Report on the 
penalty proceedings and recovery of 
additional demand has not been 
received (December 1990). 

The above cases were reported 
to the Ministry of Home Affairs 
between April 1990 and September 
1990; thei~ reply has not been 
received (December 1990) . 

37. Short leYy due to irregular 
grant of deduction 

Under the Central Sales Tax 
Act, 1956, sales made in the course 
of export out of the territory of 
India are exempt from l evy of tax. 
In support of such claim, a dealer 
i• required to furnish to the 
assessing authority a certificate in 
Form ' H' duly filled in and signed 
by th.a exporter along with evidence 
of export of such goods. 

A registered dealer, of Delhi, 
claimed and was allowed deduction 
of rupees five lakhs from hie gross 

114 

turnover (1982- 83) in r espect of 
export out of t he territor y of India 
during the year 1982-83. As seen in 
Audit (April 1988), the deduction 
allowe d was incorrect because the 
requisite documents as envisaged in 
the certificate contained in Form 
' H ' were not produced. The 
i rregular grant of deduct ion 
r esulted in short levy o f tax 
amounting to Rs.50,037 . 

in 
The omission 

Audit (April 
was pointed out 
1988) to the 

department and the Mi n i stry of Home 
Affairs (July 1990) ; their reply has 
not been r ecei ved (December 1990). 

3 8. Short l e vy due to irregular 
grant of rate of tax 

Under the Central Sales Tax 
Act, 1956, the State Government may, 
if it is satisfied that it is not 
necessary to do so in the public 
interest, by notification in 
official Gazette and subject to such 
conditions as may be specified 
therein, direct that either no tax 
under this Act shall be payable by 
the dealer in respect of sale made 
by him in the course of inter-state 
trade or commerce or the tax on such 
sale shall be calculated at such 
lower rates than those specified in 
sub-section ( 1) or sub-section ( 2) 
as may be notified in the 
notification. 

According to the notification 
No . 4-15034/12A-75 Delhi(!) dated 21 
October 1975 issued by central 
Government in respect of sale made 
from the Union Territory of Delhi on 
or after 21st day of October 1975, 
in the course of inter-state trade 
or commerce by any registered dealer 
having his place of business in that 
Union Territory, of any goods to 
which sub-section (1) of the section 
8 ( 5) of the Central Salee Tax Act, 
1956 applies, the tax payable under 
the said sub-section ( 1) shall be 
ca,lculated at the rate of two per 



cent of turnover of the dealer 
subject to the condition that the 
sales are made to registered dealer 
having his p~ace of business outside 
t he Union Territory of Delhi. The 
sale relates to goods which are 
proved to the satis faction of the 
appropriate sale tax authority to 
have been received in the Union 
Territory o f Delhi by a registered 
dealer, and certified by the 
importing dealer, to the ef fec t that 
the tax on t he said goods h~s be en 
paid or will be pa i d by him or his 
agent or his principal as the case 
may be under the sales tax laws of 
the state from where the goods were 
received and which were imported by 
the importing dealers from the Uni on 
Territory without undergoing any 
processing of change in identity. 

A registered dealer, in Delhi , 
dealing in paints, cement and tiles 
had claimed and was allowed reduced 
rate of sales tax calculated at two 
per cent on the export of goods in 
the course of inter-stat e t r ade on 
the sale of Rs . 22.40 lakhs durin~ 

the year 1982-83. However, it was 
seen in Audit (August 1987) that tax 
calculated at reduced rate of tax 
was irregular as the dealer had not 
furnished certificate to the effect 
that the tax at the concessional 
rate had been paid in the state from 
where the goods were imported either 
by him or by hie agent or principal 
as the case may be and the goods had 
been exported by him from the Union 
Territory wihout undergoing any 
process , of change in identity. The 
irregularity was not noticed by the 
assessing authority which resulted 
in short levy of tax amounting to 
Rs . 52,020. 

Further, the dealer was 
allowed concessional rate of tax on 
the sale of Rs . 1.20 lakhs during the 
course of inter-state sale on the 
basis of obsolete 'C' forms. The 
non-detection of obsolete forms had 

res ulted i n short levy o f tax 
amount ing to Rs . 7,212. 

The omission was pointed o ut 
in Audit (April 1988) to the 
depa rtment and to the Ministr y of 
Home Affairs (June 1990); their 
rep ly has not been rec e ived 
(December 1990 ) . 

39. Short levy of t ax due to 
mistake i n computation 

While a ssessing a dealer (May 
1985) for the year 1981-82 , t~e 
assessing aut hority had asses sed the 
gross turn over of the dea ler for 
the fourth quarter at Rs . 11 . 01 .lakhs 
and al lowed deduction of Rs.1 . 77 
lakhs on account of s ale of f irst 
point goods and taxed goods worth 
Rs.23,882 only as a gainst the 
taxable sale of Rs .9.24 lakhs. Thus , 
the sales to the tune of rupees nine 
lakhs have escaped taxation. This 
omission resulted in short levy of 
tax amounting to Rs . 63 , 000. 

The omission was pointed out 
in Audit (December 1987) to the 
department a nd ..:o the Mi nistry of 
Home Affairs (July 1990); their 
reply has not been received 
(December 1990). 

40. Non levy of interest 

Under the Delhi Salee Tax Act, 
1975 and rules made thereunder, if 
any dealer fails to pay the tax due, 
he shall in addition to the tax due, 
be liable to pay simple interest on 
the amount so due, at one per cent 
per month (from the date immediately 
following the last date for 
submission of the return) for a 
period of one month, and at one and 
a half per cent per month thereafter 
so long as he cont i nues to make 
default in such payments or till the 
date of completion of assessment 
whichever is earlier. 
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40 . 1 During the year 1981-82 , a 
registered dea l er engaged in the 
business of manufacturing of col lars 
c laimed the concessional rate of tax 
in respect of inter-state sale 
amounting to Rs . 1. 21 lakhs but the 
assessing authority rejected the 
claim and l evied tax amounting t o 
Rs. l.21 lakhs while framing 
assessment (March 1986) . The 
assessing authority did not levy 
interest for non payment of tax 
alongwith returns . 

On the omission being pointed 
out in Audit (February 1987), the 
department r eassessed (May 1988) the 
case and raised additional demand of 
i nterest o f Rs. 88, 695 under Delhi 
Sales Tax Act, 1975, and Rs.49,167 
under Central Sales Tax Act, '1956. 
Report on recove ry has not been 
received (December 1990) . 

40.l In the case of a r egistered 
dealer engaged in the business of 
advertising novelty goods, the 
assessing authority assessed (March 
1988) gross turnover for the year 
1983-84 at Rs .8 . 25 ~akhs on best 
judgement basis a nd l evied tax 
amounting to Rs.57,750 but fa i led to 
levy interest for no n payment of 
tax. The omission resulted in non­
realisation of interest amounting t o 
Rs.47,355. 

On the omission being pointed 
out in Audit (December 1988), the 
dep~rtment raised (February 1990) 
additional demand of interest of 
Rs.47,355 against the dealer a nd the 
same has been recovered from the 
dealer. 

40.3 During the year 1981-82, a 
registered dealer engaged in the 
business of T. v., tape recorders, 
two-in-one, etc. had claimed 
deduction in his quarterly returns 
on account of sale made to other 
registered dealers to the tune of 
Rs.14 . 45 lakhs but could not produce 
declaration in Form ST-1 in support 
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of his claim. The assessing 
authority, while framing the 
assessment in January 1986, levied 
t ax amounting t o Rs.1.45 lakhs but 
did not levy interest amounting to 
Rs. 96 , 834 for non payment o f t ax 
alongwith the returns. Similarl y , 
t he dealer c laimed and was allowed 
concessional rate of t ax i n res pec"­
of inter -etat e s ale to the t une o f 
Rs. 11 . 79 lakhs dur ing 1981-82 but 
failed t o produce declarati on in 
Form 'C ' i n suppor t of h is claim. 
The assess ing aut hor ity whil~ 

framing assessment in J anuary ~ 9&6 
l evied tax t o the tune o f Rs . 70 ,716 
but d id not levy i nte1 - s t for non 
payme nt of t ax a l ongwit h r eturns . 
The omi ssion r e sulte d in non­
realisa~ion of i n t erest amounting to 
Rs . 1. 44 l akhs . 

Further, the dealer had 
transferred goods worth Rs . 459 . 96 
lakhs to hie b r anches in which he 
had used raw material valued 
Rs.37.90 lakhs purcha~ed by him 
without payment of tax by furni shing 
declarat i on in Form ST-1 to o t her 
registered dealer. Under thi rd 
proviso t o section 4(2)(b )(V) of the 
Act ibid, t he above amount was to be 
included in the taxable turnover of 
the dealer. The assessing authority 
while framing assessment failed to 
include the value of raw material 
amounting to Rs. 3 7. 90 lakhs on the 
taxable turnover. The omission 
resulted in short levy of tax 
amounting to Rs.3.7 9 lakhs. 

The omission was pointed out 
i n Audit (April 1987) to the 
department; their reply has not been 
received (December 1990). 

40.4 During the assessment year 
1983-84, a registered dealer of 
Delhi engaged in the business of 
film projectors and films, had 
claimed deduction in hie quarterly 
returns on account of sales made to 
other registered dealers amounting 
to Rs.9.27 lakhs but could not 
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produce declaration in Form ST-1 for 
Rs . 8.29 lakhs and 'C' forms for 
Rs . 98,151 in support of his claim. 
During the course of Audit in 
December 1988, it wa s noticed that 
t he assessing authority while 
framing assessment (March 1988) 
levied t ax amounting to Rs .92 , 707 
but did not levy interest amounting 
to Rs.62 ,809 for non payment of tax 
a l ongwith the retu~ns. 

Further, the dealer had 
c laimed and was allowed concessional 
rate of t ax in respect of inter­
state sale t o the tune of Rs.16,785 
on t he ba s ls of defective 
certificate in For m 'D • . The non­
de t ection of de fective f orms 
rEsulted in tax being l e vied short 
amounting to Rs.1, 007 . Si milarly, 
the dealer clai med a nd wa s allowed 
concessiona l rate of tax in respect 
of inter-state s a le to the tune of 
Rs. 11,452 on t he basis of 
obsolete/defective declaration in 
Form 'C' which resulted in short 
levy of tax of Rs.687 . 

On the omission being pointed 
in Audit (December 1988), the 
department · reassessed the dealer 
(Fe bruary 1990) and raised an 
additional demand of Rs.59,847 
against the dealer ·(Interest 
Rs . 58 , 153 and tax Rs.l,694). 
Further, report on recovery has not 
been received (December 1990). 

40 . 5 A regist ered dealer of Delhi 
engaged ln ~ha business of jute 
goods, etc . had claimed deduction in 
his quarte rly returns on account of 
sale made during the year 1983-84 to 
ot~er registered dealers to the tune 
of Rs.5.80 lakhs and concessional 
rate of tax in respect of inter­
state sale amounting to Rs.5,610 but 
could not produce declaration in 
Form ST-1 and 'C' form in support -of 
his claim. The assessing authority 
while framing assessment levied tax 
amounting to Rs.38,170 but did not 
levy interest amounting to Rs.26,433 
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for non payment of tax a longwith the 
returns . 

The omi ssion was pointed out 
in Audit (Februa ry 1989) t o t he 
department; their r eply ~as not been 
r eceived (December 1990) . 

40 .6 A registered dealer of Delhi 
engaged in the busines s of paper had 
claimed deduction i n h is quarterly 
returns on account of s a le made 
during the year 1982-83 to other 
regist ered dealers to the tune o f 
Rs . 8.48 lakhs but could not produce 
dec larations in Form ST-1 in s uppor t 
of his claim. The assess i ng 
authority while framing t he 
assessment (February 1987) l evied 
t ax amounting to Rs . 42 ,406 but d id 
not levy intere,s t amount ing to 
Rs .27 ,454 for non payment of tax 
alongwith the r e t urns . 

The omission was point ed o ut 
in Audit (November 1987) to the 
department; their r eply has not been 
received (December 1990) . 

40.7 During the assessment ye a r 
1983-84 , a registered deal e r in 
Delhi had claimed deduction i n h i s 
quarterly ret urns on account of s ale 
made to othe r r egi stered dealers to 
the tune of Rs.15.99 lakhs but c ould 
not produce declarations in Form ST-
1 in support of his claim. The 
assessing auth9rity while framing 
assessment (March 1988) l e v ied tax 
amounting to Rs .1.12 lakhs but did 
not levy interest amount i ng to 
Rs.86,764 for non payment of t ax 
alongwith returns . 

The omission was pointed out 
in Audit (September 1988) to the 
department; their r eply has not been 
received (December 1990) . 

40.8 During the year 1983-84, a 
registered dealer in Delhi engaged 
in the business of manufacture of 
iron chain and hardware goods had 
claimed deduc t ion in his quarterly 
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ret urns on account of sale made 
during 1983-84 amounting to Rs.1 . 20 
l akhs from h is gross turnover on 
a ccount of export out of India and 
c laimed concessi ona l rate of tax on 
sale ainounting to Rs .14.19 lakhe 
made to r egistered dealers under 
inter-state sale but failed to 
produce the requisite certificates 
in support of his claim. The 
assessing authority whi le framing 
assessment levied tax and created an 
additional demand of tax of 
Rs . 97,090 . ·The assessing authority 
had levied interest amounting to 
Rs.155 for non payment o f tax 
alongwith the returns whereas the 
amount of interest on non payment of 
t a x alongwith t he returns worked out 
t o Rs.73 ,788. 

The omission was pointed out 
in Audit (November 1988) to the 
de partment; their reply has not been 
received (December 1990) . 

40. 9 A regi stered dealer in Delhi 
engaged in the business of kiryana 
a nd dry fruits claimed deduction of 
Re. 4 . 67 l akhs from his gross 
t urnover during the year 1983-84 on 
t he ground that the sale was made to 
other registered dealers . The 
assessing authority while framing 
assessment disallowed the claim as 
the dealer failed to produce the 
pre~cribed declaration in Form ST-1 
and levied tax on the sale of 
Rs . 4 . 67 lakhs Qut did not levy 
interest for non payment of tax 
alongwith the returns. The omission 
r esulted in non-realisation of 
interest amounting to Rs.23,565. 

The omission was pointed out 
in Audit (August 1988) to the 
department; their reply has not been 
received (December 1990) . 

40.10 A regi stered dealer,in Delhi, 
engaged in the business of Kiryana 
and dry fruits, claimed during the 
year 1983- 84 deduction amounting to 
Rs . 2 . 09 lakhe from his gross 

turnover on account of sales made to 
other registered dealers but could 
not produce prescribed declaration 
in Form ST-1 in support of hie 
claim. The assessing authority while 
framing assessment (March 1988) did 
not allow the claim and levied tax 
on the above sale but did not levy 
interest on non payment of tax 
alongwith the returns. The omission 
resulted in non levy of interest of 
Rs . 13, 740 . 

Further, the dealer had 
claimed deduction amounting t o 
Rs.59,388 on account of sale made to 
other registered dealers and 
produced declaration in the 
prescribed Form ST-1 from the 
purchasing dealer. The assess i ng 
authority while framing the 
assessment in March 1988 found that 
issuing dealers of these Forms were 
not register ed with the department 
and levied tax. The assessing 
author i t y had neither launched 
prosecution proceedings against the 
dealer nor levied penalty upto 
Rs .10, 391. 
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on the omissi on being pointed 
out in Audit (June 1988), the 
department reassessed the dealer 
(March 1990) and raised an 
additional demand of Rs.49,829 
(includi ng penalty of Rs . 36, 181) . 
The report of recovery has not been 
received (December 1990) . 

40 .11 During the year 1980-81, a 
registered dealer engaged in the 
business of PVC cables had claimed 
deduction in his quarterly returns 
on account of sale made during 1980-
81 to other registered dealer to the 
tune of Rs.3 . 12 lakhs but could not 
produce declarations in Form ST-1 in 
support of his claim. The assessing 
authority while framing the 
assessment (June 1987) levied tax 
amounting to Rs.21,851 but did not 
levy interest amounting to Rs .27,750 
for non payment of tax alongwith 
returns . 
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On the omission being pointed 
10ut i n Audi t (August 1988 ), the 
department reassessed the case (May 
1990) and raised an additional 
demand of Rs . 45, 397 on account o f 
inter e s t and penalty ( interest 
Rs.35 , 3~ 7 a nd penalty Rs . 10,000). 

40 . 12 During the year 1983-84, a 
r egi stered dealer of Delhi e ngaged 
in the business of resale of gre ase 
and mobile o il had claimed deduction 
of Rs.12.24 lakhs from his gros s 
t urnover on the ground that t he s ale 
was made to other regi stered 
dealer s . The assessing aut hority 
while fram ing assessment d i s a l lowe d 
the claim of the dealer and levie d 
tax on the sale of Rs . 12. 24 lakhs 
but did not take any action 
interest for non payment 
alongwith the returns. 

to levy 
of tax 

On the omission being pointed 
out in Audit (March 1989), t he 
department in their reply stated 
(July 1990) that an addit iona l 
demand of Rs. 5 7, 450 on account o f 
interest has been raised. Report on 
recovery has not been r eceived 
(December 1990). 

40.13 A registered dealer, i n Delh i , 
engaged in the business of paper 
and paper board claimed deduction of 
Rs.10 .95 lakhs from his gros s 
turnover during the assessment year 
1983-84, on the ground that the sale 
was made to other registered 
dealers. The assessing authorit y 
while framing assessment disallowed 
the claim of the dealer and levied 
tax on the sale of Rs .10. 9 5 lakhs 
but did not take any action to lev y 
interest amounting to Rs. 39, 907 for 
non payment of tax alongwith the 
returns. 

Further, the dealer had 
claimed and was allowed deduction 
of sale from his gross turnover on 
the ground that the sale valued at 
Rs. 59, 459 made to other registered 
dealers on the basis of pre scribed 
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dec laration s ubmi \..te e ) ' ' him. As 
s een in Audit (Sercem~er 1988), the 
dec l arat i o n was defe ctive as the 
regist rati.on nul"'ber and date o f 
l i abil i t y/ve j~~ ~ _ not noted on 
ST- 1 f o rms . ~·· 1 thl; d e duct ion 
a llowed \Ha .i..rreguJ a r and r e sulted 
i n s ho~c l evy " - t ax amounting t o 
Rs . 2 , 972. 

o n t hen omi a sion be i.ng pointe d 
ou t i n Audi~ (>~ptember 1988 ) , t he 
departmer... r~a ed ' June 1990 ) 
t he c ase and rcL:..sed an additio nal 
d ema nd o f Rs . 69, 5 5 5 The r eport o n 
r e cove r y has not bec.n recei ved 
(De cember 1990). 

The a bove c ·1 sea were reported 
t o the Hinistry of Home Affair s 
between April 1990 and Se pte mbe r 
1990; t hei r r eply has not been 
l:eceived (Oeci:mber 1990 ) . 

4 1 . Non l evy o f penalty 

Under Se c t ion 50 (d) read wit h 
Section 56 (3 ) o '" the Delhi Sales 
Tax Act, 1975, when a registered 
dea l er while purc hasing goods , 
commits an o ffe nce o f represe nting 
any goods or c lass o f goods not 
covered by h i s certif i cate o f 
registration, t hat such goods or 
c lass of goods are covere d by suc h 
certificates shal l , apart from the 
pe nalty not excee d ing two and a hal f 
t imes o f tax leviable , be punishabl e 
with rigorous imprisonme nt f or a 
term which may extend to six months 
or with f i ne or with both and where 
the off ence i s a co ntinui ng one wi t h 
a daily fine not e xceed ing Rs .200 
during the per iod of t he continuance 
of offence. 

41.1 During the year 1982-83 , a 
registered de ale r i n Delhi had 
purchased from othe r r egistered 
dealers , g oods value d a t Rs .22. 21 
lakhs wi t hout payment o f tax by 
misrepresenting that the goods 
purcoased we r e covered by h i s 
registration cer tificate. The 



assessing authority while finalising 
his assessment in November 1986 
failed to notice the misrepres­
entation and consequently neither 
pro secution proceedings were 
launched against the dealer, nor did 
the asses s i ng authority impose 
penal~y not e xcee d i ng Rs . 5.55 lakhe 
which was leviabl e on t he dealer. 

On the . failure bei 1~g pointed 
out in Audit (February 1988,.); t he 
department reasseeed the deale r 
(August 1989) and l e vied tax 
amounting to Re. 2. 22 lakhe and 
imposed a penalty of Re . 5.55 lakhe. 
Report on recovery has not been 
received (December 1990 ). 

41.2 During the year 1982-83 , a 
registered dealer in Delhi had 
purchased from other registered 
dealers, goods valuing Rs.1 . 40 
lakhs without payment of ta~, by 
misrepresenting that the goods 
purchased were covered by his 
reg·istration certificate. The 
assessing authority while finalising 
the assessment in July 1986 failed 
to detect the misrepresentat ion and 
consequently neither prosecution 
proceedings were launched against 
the dealer nor did the assessing 
authority impose penalty not 
exceeding Rs.24,517 which was 
leviable on the dealer. 

On the failure being pointed 
out in Audit (March 1988), the 
department reassessed the dealer 
(September 1989) and levied tax 
amounting to Re . 9, 807 and imposed 
penalty of Re . 24,517. Report on 
recovery has not been received 
(December 1990). 

41. 3 During the 
registered dealer 
in the business 
claimed and was 

}'1!ar 1982-83, a 
in Delhi engaged 

of chemicals had 
allowed deduction 

from gross turnover on account of 
sale made to other registered 
dealers and submitted declaration in 
Form ST-1 but on cross verification 
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of declarat i on by the department, 
t wo certificates amount ing to 
Rs . 7.05 lakhe were found not i ssued 
by the department . The assessing 
authority taxed (March 1987) the 
sale but failed to take penal action 
under section 56 of the Delhi Sales 
Tax Act, 1975, which resulted in non 
levy of the penalty not exceedi ng 
Rs.1.23 lakhs 

On the omission being pointed 
out in Audit (May 1988) , the 
department imposed (January 1989) a 
penalty of Rs.50,000 on the dealer. 
The department also intimated in May 
1990 that the Commiss i oner of Salee 
Tax has accepted t he 
petition of the dealer 
remanded the case. 

rev·ision 
and has 

41.4 During the year 1980-81, a 
registered dealer dealing in motor 
parts in Delhi had purchased from 
other registered dealers, goods 
valued at Rs.8.24 lakhs without 
payment of tax, by misrepresenting 
that the goods purchased were 
covered by his registration 
certificate. The asses~ing authority 
while finalising the assessment for 
the year 1980-81, failed to detect 
the misrepresentation and to 
initiate prosecution proceedings or 
to impose penalty on the dealer. The 
failure to detect the 
misrepresentation led to non levy of 
penalty amounting to Rs.1.03 lakhe. 

The omission was pointed out 
to the department (July 1987); their 
reply has not been received 
(December 1990) . 

41.5 In Delhi, a registered dealer 
engaged in the business of watches 
and electrical goods had purhcased 
goods valued at Rs.3.06 lakhs 
without payment of tax, by fur­
nishing declaration in Form ST-1 as 
seen in Audit from the assessment 
records of the selling dealer for 
the year 1981-82, but in the 
utilisation account of statutory 
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form he had shown purchases 
amounting to Rs.7,807 only . The 
assessing authority while finalising 
the assessment in March 1986 taxed 
the suppressed purchases but penalty 
not exceeding Rs.74,472 was not 
levied on the dealer. 

The omission was pointed out 
to the department (December 1987) ; 
their reply has not been r eceived 
(December 1990) . 

41.6 A registered deal er, in Delhi, 
e ngaged in the business of 
manufacture of machinery parts 
purchased without payme nt of t ax , 
o il, chemical and R. s. Joint valued 
at Rs.1.71 lakhs during the year 
1982-83 by declaring that the goods 
were covered under h i s certificate 
of registration eve n though these 
goods were not included in his 
r egistr ation certificate e ithe r for 
the purpose of resale or for 
manufacture of goods for resale . The 
assessing authority while making the 
assessment (March 1987 ) f ail ed to 
detect misrepresentation and allowed 
the dealer's claim. The f ailure 
resulted in non-imposition of 
penalty not e xcee d ing Rs.30 ,123 on 
the dealer. 

The omission was poi nted out 
in Audit to the department (May 
1987); their r eply has not been 
received (December 1990 ). 

41.7 In Delhi , a registered dealer , 
engaged in the business o f 
manufacture , s ale and res a le of 
sweets , pur c hased k i ryana gpods, 
pet ha, packing paper , paper 
products, etc . va l ued at Rs.10 .47 
lakhs without payment of tax by 
furnishing declarations in Form 
ST-1 during t he year 1981-82 by 
misrepresentin9 that the goods 
purcha sed were covered under his 
r egistration certificate. I n Audit 
scrutiny (March 1987), it was seen 
that these goods were not included 
in his registration certif icate 

either for the purpose o f resale or 
for manufacture of other goods for 
sale. The assessing authority while 
finalising assessment for the year 
failed to detect this 
misrepresentation and to ·i n i tiate 
prosecution proceedings nor imposed 
penalty which could be levied upto 
Rs .1. 83 lakhs. 

The omission was poi nted out 
±n Audit (March 1988) to the 
department; their reply has not been 
received (December 1990). 

41.8 A registered dealer in Delhi 
engaged in the business of resale of 
suitcase f ittings, purchased 
M. S.Box, Bright Box , M.S. Rounds, 
Card Board boxes , paints, pol i s hing 
material, etc. for Rs .3. 31 lakhs, 
free of tax, during the year 1982-83 
by misrep~esenting that the goods 
purchased were covered under his 
certificate of registration even 
though these items wer e not included 
in his registration certif icate for 
the purpose o f resale. The assessi ng 
authority failed t o detect (February 
1987) this misrepresentation and 
consequently neither were 
prosecution proceedings launched 
ag.a i nst the dealer nor action to 
i mpose penalty upto Rs . 57 ,854 was 
taken a£ainst the dealer by the 
a sses sing authority. 

The irregular i ty was pointed 
out in Audit (March 1988 ) to the 
department ; thei r r ep l y has not been 
received (Dec ember 1990) . 

41.9 During the course of Audit 
(March 1988), it was seen that a 
registere d dealer in Delhi ·e ngaged 
in the business o f manufacturing aq~ 
resale of nove lties, purchased 
plastic powder, c raft paper, etc. 
valued at Rs.6.66 lakhs free of tax 
during the year 1982-83 by 
misrepresenti ng that the goods 
purchased were covered under hie 
certificate of registration even 
though these items were not included 
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i n t; e registrat ion certificate 
e ithar for the purpose of 
manufacturing of goods for sale or 
for resale. The assessing authority 
while finalising assessment in 
December 1986 failed to dete c t this 
misrepresentarion and consequent l y 
neither prosecution proceedings were 
launched against the dealer nor 
action taken to impose penalty upto 
Rs . 1 . 17 lakha which wa s leviable on 
the d ealer. 

The om.Lesion was '"'"'i nted out 
in Audit (March 1988) to the 
department; their r eply has not be~ n 
received (December 1990) 

The abovP c r~ reported 
to the M' ~f Rom? ~ff~ir9 

between ·.pr> j 990 anc.. Sept emb"'!r 
1990 their reply h~a not b~~~ 

rece ved ,o~--:nber 1990}. 

Directorate o~ ~-ensport and Tou rism 

42. Loss o revenue 
incorr ct f •. at~on of 
fee 

due t o 
permit 

Under Rule 4(12) of t e Delh i 
Motor Vehicle Rules. 19 ~9 , a s 
amended from tl..me to ~i~e, tt e 
permit fee to be levied for the 
temporar y per:t it issued o · renewed 
for a perioci )!; fc·1r months a t a 
time was Rs.200. Fee pres~cibed for 
issue. of ct temporary p• mit for a 
per iod o f lP.es than four months wa~ , 

however, rupees five p<ar d3y. 

During test check of r e cord s 
of the Directorate o f Transport b y 
Audit (May l989 ) t it was not i ced 
t hat temporary permits for a period 
of 15 days or one month or two 
months were issued in 1, 549 cases . 
Proportionate fee of Rs.25, Rs .SO 
and Rs.100 was charged for a period 
of 15 days, one month and two 
months respect i. vely at t he rate o f 
Re. 50 per .nonth instead o f rupeeu 
five per ~dy for each permit. Since 
the ru, .... s aid not prov i de for 
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cha r g i ng of fee for temporary 
permits at monthly rate for periods 
o f less than four months, the 
practice followed by the Directorate 
was irregular. The non observance of 
rules correctly had resulted in lose 
of revenue amounting to Rs.1.62 
lakhs. 

The omission was pointed out 
to the department in May 1989. The 
depa rtment intimat ed (January 1990) 
that recovP.ry proceedings against 
the permit holders have been 
in itia ted . A s um of Rs.48,175 out of 
Rs .1. 62 l akhs ha3 been recovered 
(December 1990 ). 

The case was a lso r e:orted to 
the Ministry o f Home Affairs (May 
1990); their reply has not b een 
received (December 1990 ). 

43. Loss of revenue due to non­
realisation of parking ch&r<Je• 

The scooter/car s tands at the 
offices of the Director of 
Transport , Rajpur Road and Tilak 
Marg , New Delhi are being run by an 
Autoreobile Association from 
February 1983 on contract basit1. The 
parki ng c harges are collected by the 
Associat i on which are to be shared 
by the Director of Tranaport and the 
Association o n 50:50 basis and the 
charges as per terms a nd conditions 
o f l ease agreement connotes charges 
receiveable by the lessee for 
parking . A tee~ check of records 
<May 1989 ) in Audit reveale d that 
the Directorate had not made any 
effective effo rt s to r ecover its 
sh<1re o f parking charges amounting 
t o Rs. 1. 62 lakhs due from the 
Asso ciation. The Association 
deposited (May 1989) a sum o f 
r.s. 59,615 constituting 50 per cent 
Gover~nent eh~re of parking. charges 
for t he period from February 1983 to 
March 198 8 after erroneously 
deduct i ng the expenses defrayed by 
it on the staff deployed on 
collection, etc. Besides, annual 
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dues for the period from April 1988 
to March 1989 amounting to Rs.57,472 
were not paid by the Association . 

The omission was pointed out 
to the department in May 1989 • . The 
department stated in October 1989 
that the Association has been asked 
to deposit the balance amount due 
for the year 1988-89 also. The 
department in its reply has stated 
that a further sum of .Rs.35,456 for 
the year 1988-89 was deposited by 
the Association in November 1989. 
The report on recovery of the 
balance amount of Rs.22,016 has not 
been received (December 1990). 

The matter was reported to 
the Ministry of Home Affairs (May 
1990); thei r reply has not been 
received (December 1990). 

State Excise 

44 . Loss of revenue due to non­
recovery of extra expenditure 
incurred on procurement of 
country liquor 

Under Rule 32 of Delhi Liquor 
Licence Rules, 1976, the licences 
f or t he supply of country liquor 
(Form L-9 and CLW-1) are to be 
settled either by inviting tender or 
by pub l ic auction. Accordingly, 
every year tenders a re invi ted for 
t he allotment of t hese licences and 
are awarded to two or more tenderers 
on the bas i s of lowest tenders. 
Tender rules further provide that if 
any allottee of such tender ref uses 
to accept the supply order placed 
with him for supply of country 
liquor or tail• to supply the 
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quantity ordered, the Commissioner 
of Excise can procure the non-supply 
or deficient supply from the readily 
available alternative source at the 
risk and expense of the original 
licensee. 

In the Union Territory of 
Delhi, for the grant of liquor 
licences in Form L-9 and CLW-1 for 
the year 1987-88, tenders were 
invited (March 1987) by the .1 

Commissioner of Excise. The licences1 

for the supply of country liquor 
were awarded (April 1987) to the 
three lowest te.nderers in the ratio 
of 10, 60, and 30 per cent of the 
total supply for the year. 
Accordingly, orders for the supply 
of country liquor were placed with 
all these three licensees in April 
1987. The first lowest tenderer 
refused to supply the liquor on the 
ground that the supply order placed 
was not based on the terms and 
conditions as laid down in Notice 
Inviting Tender (NIT), whereas the 
second lowest tenderer failed to 
supply the full quantity of country 
liquor ordered. The department 
procured the requ i red quantity of 
the liquor from the open market by 
incurring an extra cost of Rs . 7. 81 
lakhs. No action was taken by the 
department for realisation of 
revenue amounting to Rs . 7. 81 lakhs 
from · the original allottees of the 
tenders. 

On the omission being pointed 
out (March 1989) in Audit, the 
department in th~ir reply (May 1989) 
had not f urnished any coments in 
the matter . 
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The matter wa• reported to the 
Mini•try of Home Affairs in May 

1990; their reply has not been 
received (December 1990). 

(D .SWARUP) 
.... Delhi 

Th• 
Principal Director of Audit-II,Central Revenues 

New Delhi 
Th• 

\ 0 JUl \99\ 

Countersigned 

'(C.G.S~IAB) 

Comptroller and Auditor General of India 
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APPEND IX I 
<Re fers to Paragraph 19> 

Losses and irrecoverable dues written oft/val ved and ex 1ratla paY• ent9 •ade 

In eleven cases a sum of Rs . 0.21 lakh representing losses due to failure of syste• 
and due to other reasons vas written off and in one case e t 1ratla pay• ent a•ount i ng to 
Rs.1.00 lakh vas ~ade during 1969-90 as detailed belov: 

Due to failure of srste• Due tc other reasons Et tratla payments 

Department No.of cases A•o•mt No . of cases !.co11nt Nu. of cases A•ount 
<in lakhs (i n la.11'. hs Cin lakhs 
of rupees) of rupees > of rupees > 

Pol ic~ 1 0.03 1 1.00 

Guru Nanak Eye Centre 1 0.04 

Training ~ Technical 
Educa.tion 2 0. 02 

Public Works Department 
CZone I) 6 0.11 

Delhi High Court 1 0. 01 

Total 1 0.03 10 0.18 1 1.00 

. . . ... 

MGIPF- 127 CAG/91-2250. 
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