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( PREFACE ) 

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

Chapters I and ff of this Report respectively contain Audit observatio11s 011 
matters arising from examination of Finance Accounts and Appropriation 
Accounts of the State Government for the year ended 31 March 2004. 

The remaining Chapters deal with the findings of pe1formance audit and audit 
of transactions in the various departments including the Public Works and 
Irrigation Departments, audit of Stores and Stock, audit of Autonomous 
Bodies and audit of Internal Control System in Government Departments. 

The Report containing the observations arising out of audit of Statwory 
Corporations. Boards and Government Companies and the Reports containing 
such observations on Revenue Receipts and Local Self Government 
Institutions are presented separately. 

The cases mentioned in the Report are among those which came to notice in 
the course of test audit of accounts during the year 2003-04 as well as those 
which had come to notice in earlier years but could not be dealt with in 
previous Reports; matters relating to the period subsequent to 2003-04 have 
also been included wherever necessary. 

1021113/2005-2 
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( OVERVIEW J 

Th is Audit Report contains 39 Audit Paragraphs. 7 Audit Reviews and one 
long paragraph apart fro111 cm1111ie11ts 011 the Fina11ce and Appropriation 
Accounts. As per existmg arra11ge111e11t. copies of the draft paragraphs and 
draft c.llldit reviews are ,·e11t to the co11l·erned Secretary to the State 
Govem111e111 hy the Pri11l'lpal Accou11ta11t General demi-officially with a 
request lo furnish replies within 6 weeks. The Secretaries to Government are 
also reminded b)' the Prwnpal Accouma11t General for replies. Despite such 
efforts 110 response was receiw!<I ,li-0111 the co11cemed Secretaries to 
Govem111e11/ for 10 Audit paragmphs and 3 Reviews. However. the replies 
ll'here re('eived fi-0111 respt!c·t1, ·e Directoralellfead of jimctio11al lvings have 
heen 111corporated. 

I Finances of State Govem111e11t 

The revenue receipts d11ri11g the year increased lo Rs 11815 crore. the rate of 
growth hei11g I I. I per ce11t co111poretl to I 7.4 per cent in the previous year. 
Rc\'e11ue expenditure (Rs I 5495 crore during the year), however, was 
co11trollc:d a11d grew at 011/\· 5 per cent compared to 26.5 per cent in the 
prel'ious year Tit is led to a red11clio11 in reve1111e deficit from Rs 4122 crore in 
the previous rear to Rs 3680 crore during the vear. The decrease in revenue 
deficit d11n11g the year was 011 account of showillg recoveries ill the 
Consolidated Fund of Rs 581 .JO crore that re111ai11ed unspent out of Plan 
fi111d.\· released during 1997-98 to 1001-03 in the PD Accounts of Local Self 
Gol't!l'll llU!llf Ill rnwt ions. 

During the current year. the increase i11 revenue receipts was due to 17.3 per 
cent increase 111 Ce11tral Tm· trcm.~fers. I 9 per cent increase ill no11-tax revenue 
a11d I 0.8 per ce111 in Stale 's mv11 tax revenue. Grants-in-aid from Central 
Gm•em111e11/ \/towed a marginal decli11e. Sales tax was the major source of 
State·.,. m111 tax reve1111t!, lwv111g contrih11ted 74 per cent. followed by State 
Excise (8 per cent). Qf lite non-tat sow·ccs. Forest Receipts (23 per cent) and 
Slate Loueries (I 7 per cent) 111ere principal contributors. On an average 74 
per cent vf tlte re,·emw came.from State's Oii'// resources. 

Revenue e'(penditure co11sli/11ted 89 per cent of total expenditure in 2003-04 
and grew at 5 per cent duri11g 1003-04. Salaries, interest payments and 
pens10ns consumed 91 per cent of the revenue receipts during the year 
crowding ow the socio-eco110111ic de,•e/opmental expendiwre. 

The fiscal lwhi/ities grew hr 81 per c·ent during 1999-2004 and stood at 
Rs 3923 I crore as at the end o.f Morch 2004 ie .. 3.3 times of the revenue 
receipts There was a pheno11umal increase in internal debt during the year 
mainz\' 011 accmmt of raising more market loans (Rs 693 crore), securitisation 
of existi11g house low1 portfolio of Government employees with State Bank of 
India and Canara Bank (Rs 267 crore) and issue of Power Bonds for 
Rs I I 58.] 5 cmre i11 .fm·our <f Central Public Sector Undertakings towards 
power purchase dues of the State Electricity Board. The fiscal deficit 
increased to Rs 5539 crore i11 2003-04 from Rs 4990 crore in 2002-03 due to 
tire abm•e additio11a l horrow111gs though revenue deficit had come down 
during tire year. A1 the end o.f 1003-04. tlte fiscal liabilities of the State 
i11dudi11g u11recko11ed liabilities like arrears in contractors' bills 

IX 
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(Rs 891 crore) and pm1 er suh.\'l(ly pa\'ahle to the State Electrici~r Board 
(Rs 3531 crore) stood ar a11 1mswaai11ahle level of 48 per cent of GSDP. 
These liabilities alongw1th co11/ingent liaht!ities i11 the form of guarantees 
which accounted for cmotlter 16 per cent of GSDP are cause of concem for 
sustained grmvtlt and developme11t i11 the medium to long-term hasis. 

It is 1101 1111c01111no11 for the Stale to borrow .for increasing its social and 
eco11omic infrasrrncture hose. However, 111creasi11g ratws of fiscal liahili11es 
to GSDP and re,·enue rect!ipts rogetht!r wirlt a large rel'enue deficit indicate 
rhat the State is gradtwl~r getting into a dehl trap. lurge revenue and fiscal 
deficit.\' year after yc'ar s/1011 co11tim1etl 111acro fiscal imbalances. Though the 
Kera/a Fiscal Respo11sihihty Act envisages red11ctio11 of revenue defidt to 'nil · 
and fiscal deficit lo ] per cent (~{the estimated GSDP by the emf of Marclt 
1007. lite possibilitv of this happening appears hleak with the c11rre11t level of 
revenue deficit of R,., 3680 crore and the fisca l deficit hovering around 6 per 
cent of GSDP for 1003-04. 

The State Govemme111 will need to take urgent steps to reduce revenue 
deficit/fiscal deficit b.1· compressing 11011-develop111e11tal revenue expenditure 
and enhance additional resource nwhilisutio11 through tax rejorms and 
prudent debt 111a11agemcmt 

{Paragraphs 1.1to1.11/ 

II Alloctltive Prioritie." and Appropriatio11 

Ol•erall savings of Rs 396.19 crore was the net result ofsavings of R\· 1704.14 
crore in 81 Gra111s and Appropriations offset hy excess of Rs 1307.85 crore in 
11 Grants and Appropriations. 

As of August 1004 excess expenditure of Rs] 164. 30 crore for the years 1983-
84 to 1985-86 a11d 1988-81) to 2002-03 was yet to be regularised by the 
legislature. During 2003-04. excess e.rpe11clit11re of Rs 1307.85 crore occurred 
in 8 Grants and 3 Appropriations. 111/iich also required regularisation. 

Substantial savings ol Rs 5 crore or 111ore and also more than I 0 per cent of 
the total provision occurred in 30 ca.<\es. During the last three years there was 
persiste111 savings in excess of Rs 10 lakh in each case and also 20 per cent or 
more of provision in 15 cases. 

In 16 cases .w,·ings of Rs 5 crore or more in each case aggrcgatmg to 
Rs 497. 79 crore remained 1111.rnrremlered at Lite end of the year. 

Out of the total surrender ~f R.s 1289.60 crore. Rs 1280.33 crore (99.3 per 
cent) was surrendered 0 11 tlie last working day of the financial year. 

/11 12 cases, amount in excess of actual savings was surrendered resulting in 
excess surrender <lj'Rs 33.13 crore. 

The Secretaty, Koc/ti Corporation withdrew Rs 1. 64 crore disregarding the 
Gm·emmelll 111.,truc t/011 and rlie sct111e t111w1111t was again drawn and 
distributed ro Koc/ii Cmporntion by the Direc:tor of Urban Affairs resulting in 
double drawal. 

[Paragraphs 1.1 to 2. 6/ 

x 



Overview 

lll Performance Reviews 

I. /11tegrated Audit of tire Department for Development of Scheduled 
Castes 

The Scheduled Castes (SCs) are a 1w11-homoge11ous spatially dispersed 
co111111zmity. Accordi11g to the 200 I census the SCs constitute 10 per ce11t of 
State ·s population. Several schemes including Central~v Sponsored Schemes 
are implemented mai11(v by the SC Development Department for the welfare 
and development of the SC commu11iry. 

Funds of Rs 147.40 crore provided during 1999-2004 for implementing 
1·arious schemes for the he11ejir of SC population were not utilised. Similarly, 
under Speciul Central Assistance to Special Component Plan 85 per cent of 
GO/ funds (Rs 15. 96 crore) received during 1999-2002 for the welfare of the 
SCs remained imutilised. 

A11 amount of Rs 16. 7 2 crore meant for implementing Agricultural Land 
Purchase Scheme was kepi by Kent/a State Development Corporation for 
Scheduled Castes and Scheduled Tribes Limited for the last three years as the 
scheme was taken up without assessing its feas ibility. 

" 
Government's decision i11 March 1997 to conduct a comprehensive survey of 
SC population to prepare a database for pla1111i11g future developmemal 
process was not impleme11ted even ajier a lapse Qf seven years. 

Department claimed and ohtai11ed Rs 6.96 crore in excess from GO! towards 
maintenance allowance/t11itionfee. 

Computer training through various institutions was conducted i11curri11g an 
expenditure of Rs 7.87 crore without preparing a project report and assessing 
the suitabili~r Qf the courses and instiwtions. Similarly. the impact of various 
training programmes imparted by the pre-examination training c.entres 
incurring an expenditure of Rs 80. 71 lakh was not evaluated. 

lm•estmenl of Rs 2. 7 3 crore 011 purchase of Shop rooms in Kairali-Sree 
Theatre Complex at Thris.rnr without assessing the demand was 11ot prudent. 

There was delay of more than 011e year in di.'ihursi11g immediate assistance to 
victims of atrocities against SC people. 

{Paragraph 3.1/ 

2. District Audit - Kol/am 

A review of the Govem111e11t Departments engaged in the activities of the 
Ko/lam district vi= .. availabilitv of safe drinking water. priman' health care 
and fishing sector re\•ealed several deficiencies such as 11on-utilisation of 
f unds. delay in imple111e11ta1io11 <~f schemes. shortage of manpower and idling 
of equipme11t. 

Out <if 14 Water Supp~v Schemes, work ill respect of 9 Schemes sanctioned 
between 1993 and 1999 could 11ot be started due to 11011-availability of land. 

Out of the loan a111ou11t of Rs 9.49 c:rore obtained for impleme11tatio11 of 
various schemes. Rs 6. 99 crore were diverted for other activities of Kera/a 
Water Authority. 

XI 
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Out <~f 5944 sw1111les of watc:r a11ahsetl. 2399 samples um1a111ed high 
bacteriological and che1111ca/ i111puritil.!' 11ulicat111~ !hat 1/w water was not 
potable. 

The urha11 pop11la1io11 was on~v 9 per cent of' the total populuuo11 H111 48 per 
cent of the hed strength o(llte /zospttals was in 11rho11 area. 

A boat purchased al a cost o( R., 1.81 crore and provided to the distnct for 
patrolling was used onh for 57 days he111·ee11 Alm 1997 and February 2002 
rendering the e.\pe11d1111rt! was1e/ul. 

f Paragraph 3.2} 

3. lt1dim1 Systems of Medicine cmd llomoeopathy 

Indian Srstc!/11.\' ,4· Medi< ine w11sist <f Ayurw:da. Siddha. Ummi anti 
Na111ropathy. Ayun-eda 1s ll'itle/\· pracliced and Homoenpat/11 also enjoys 
popularity in Kero/a Tliris.rnr district has the ltigltest 1111111her (95) of 
Arun•eda hospitals/dispensaries and Thim\•ana11thapura111 district ltas tlte 
ltigltest number (55) of llomoeo dispe1t\t1riesi /10spi1als. whereas 1Vaya11ad 
district has the lowest 1111111her of 111srit1111011s 1111der both the syS1e111s. During 
1999-2004 expenditure 011 Indian S\·stems of Jvfed1ci11e and Homoeoparhv was 
about I 1 per c:en1 of'tlte wral erpe11dit11re 011 Ilea/th a11d Fami~r We(/are. 

Ap11rveda 

Tltere ll'as s/10r1/all 111 fl!(/( hi11g post'i <'<>mparc:d to norm.\· <f Ce11tral Council of 
lndicm Medicine in 5 Ayunwlu Colleges (, I/ CJ ra11gi11g fro 111 37 IO 71 per cent 
as of March 2004 111 these A l'Cs ./9 teaclti11g vtatT were under-qualt/ied 
which would affect tlte quali1y oj ed11calio11. /11 A VC. TMruw111<.111thapuram 
and Ko11akkal. Prelimi11w1• Exw11111a1w11 ff>r Posl Graduare course was 
conducted by 1/te /nst1111tim1.' rhe111sefres 111stead of hl 1/te A.ffiliated Uuiversilr 
according to rite g111de/111es 

811ildi11gs cOll.\'f/'lll'ted f(>r 28 hosptta/., c/1spe11.wme'i rn.,·1111g R,· I 28 crore 
nmwi11ed unocc11pied /or WWII of.,tajf'a11d ha.we a111e1111te.\. 

Acceptance of111edil'i1•es not uulen1ed frost: Rs J.04 crore) from 'Ouslwdlti'. a 
Govemme11t co111pa11r. ca11sed reduc:1io11 111 availalnlity of' f1111ds for essential 
medicines. 

C'o11structio11 of lwspitals 011e euclt for , 11 'C. f.:c1111wr and Al 'C Thripunitltura 
lta\'C: 1101 hee11 comple1ed though Rs 8 7] c rore were Yputl as of' March 2004 
Tltere was a11 wtspenr hala11cl.! of Centraljwuls w11ou11t111g lo H.s 69 . ./5 laklt as 
of March 2004. 

Ht1moeopatliv 

Buildings c:o11s1111c1ed for /011r lwspuals. dispensaries (cos1 .Rs 61 /akh) 
remained u11oc:c11pied as 11·a1er and eh!Clrintr ltave not hee11 prm illed. On~\I 
one out of 31 Homoeo ltospilols ltas ,·ta/!' quarters. Government Homoeo 
Dispen'ial)'. Clw\lltkkad and G<H'ernme111 /lomoeo Hosp1tal. Afttvattup1clw 
werefi111ctiom11g 111 places ll'hid1 are 1101 easih- accessible. 

Herbal Garden cou/<11101 he es1ahli.,/1ed as port cf Homneo !lledica/ College. 
Tltir11\'c111w1tlwp11ra111 t!\ 'C!fl c:jier 1/1r,,e 1·ears of acq1:is1tio11 of/and 

f Paragraph 3.3/ 

XII 
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4. /111pleme11t"tio11 of the C!lihl labour (Prohihitio11 a11d Reg11/atio11) 
Act, 1986 iu Kerula 

The Kerctla Child Lahour (Pro/11hitio11 and Regulatimi) Rules. 1993 and the 
directions issued 111 I 996 hr Ifie !lonourah/e Supreme Court of India laid 
down the procedure and l'C'gulated the i111ple111e11ration or Child Labour 
(Proltihirio11 and Regulation) Aa I 9R6 in Kera/a. 

There were sig11ijica111 li111itario11 o; i11 the SC'Of'<' of the Act. Childre11 employed 
in dome.we labour and cases 1r/Jere the c/iilt!re11 (II'<! migrant labourers from 
other States are not cm·ered under the Act. 

Reco111111endatio11s of the Worki11g Group 011 Amendment and Enforcement of 
rite Act regarding recm·ery o{llw co111p<!11.rntio11 us arrears of la"'/ revenue as 
also vesting the 011us o/ (1roo/ of age of' rhe chi/c/re11 011 the employers were 1101 
acted Uf'Oll 

Sur\'C?Vs conducted in rlw State 011 rhe directions o(rhe Hon 'hie Supreme Courl 
i11 IY'Jl and :!004 /ailr!tl w 1de11rifi · child labour. Tlte cbrectwns of rile f/011 'ble 
Supreme C'ourl rn pml'lde ed11cauon rn the d1ildre11 engaged i11 11011-hazardous 
occ:11patio11s werL' nor jolloll'ed. 

Departme11r ff.til .. :d w e/fecril'e~1· frame charges. res11lti11g in acquitwl of 
C?!Ji!m/ers in mosr o(the cases filed. 

No modalities had /wen e\·ofred to pe1form inspections i11 a .~:vstemmic 

manner. There 11·a.\· 11<1 proper 1110111ton11g syswm i11 the Departmc11t. 

f Paragraplr 3.4/ 

5. Pradlum Malltri Gram Sadak Yoja11a 

Gow!1w1U!nt of India launclted ( /)ecemher 1000) a cent per c.·e11t Centrally 
Sponsored Sc/1e111e ,.;=.. Pradlwn Mantrt Gram Sadak }'<?iww aimed ut 
pro\'iding good o/1-wearher road l'fJ111wetfrity ro the unconnected habitation in 
rural ureas. U11con11ected lwhi1arw11s ll'ith a population of 1000 persons and 
above were to h£' cov£'red 111 t/1ree years (1000-03) and those with a 
pof1ulario11 (?f 500 and above h.1' rhe end of tlw Tenth Plan period (1007). 

Core Network of roads as presc nhed in the guidelines had not been prepared 
and gm apprm·ecl so far. Tlwuglt 5677 11m·o1111ected lwb1tatio11s had been 
identified hy NA JP.ff '. 011~1 2 /" (4 per c.·c•11t) had hee11 proposed a11d got 
approved for i111(1!e111ema1io11 as of March 2004 

State.failed lo utilisl' 1/wft11uls released hy GO! and the-> unspent hala11ce as al 
the end of 31 March ]00./ u111m111ted to Rs 10. 68 crore. being 30 per cent of 
the funds allotted. 

Four road works t!llfrusred to a co11tractor for Rs J. 7 5 cror<! 111 2000-01 were 
in an aha11do11ed \'lagr! fi·o111 June ]()():! ajier incurring Rs 99. 7 2 lakh Works 
were rerenderetl 011~1 · in January 2004 re.suiting in increase i11 cost bv Rs 1. 11 
crore 

Payment of lead charges for co111·eyance of' earth and allowing co11cessio11al 
rare of sales tax }or prvcuremem of hit111nen resulted in extending 1111i11tended 
henefit of Rs 93. 98 lukh to co11tractor.,·. 

f Paragraph 3.5/ 
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6. /11formatio11 Tec/1110/ogy Audit t~f Trea.\ 11ry !11/ormati<m System 

The co111p11lerisation o(lreasuries in the Swte laken up in 1998 at an estimated 
cost of Rs 13. 70 crore was i111plemented in 13 District Treasuries and 165 out 
of' 166 Suh Treasunes hr Septe111her 1004 incurring an expenditure of 
Rs 29.54 crore l11fomwlio11 Technology audit vfTremmry !l!formation System 
(TIS) was cond11c1ed to assess the <!'(tent of henejit derived from T!S and its 
(1cc11ral:\· and relwhilil)". 

There was no record of testing and acceptance <?/the TIS version 3.0 software 
hy the Department. 

Treasury Wide Area Network for interco1111ecti11g the treasuries and Data 
C'emre viwl for updating 111a.,·terJiles and macro level budget 111onitoring had 
not ret hee11 set up. 

Improper data l'(f!idation in the case of SaFings Bank Accounts resulted in 
i1dluring of the balance to the erte11t Rf' Rs 310. 73 crore. 

Savings Bank Account, Personal Deposit Account and Fixed Deposit Account 
ha lances increased bv Rs 4. 62 crore. Rs I 03. 30 crore and Rs 211. 60 crore 
respective~v using the .facility in TIS .for alteration <?/'balances. without any 
supporting doc11111e11ts to 1·erifr s11ch tra11sactio11s. 

f Paragraph 3. 6/ 

7. Special Developme11t F1111d for MLA.\' 

The objective of tlte scheme was to enable the Afembers of Legislative 
Assembly (MLAs) lo suggesr developmental activities based 011 locally felt 
needs in their Legislative Asse111hh1 Constituencies (LA Cs). The annual 
contribution for each MLA \\'as enhanced from Rs 25 lakh in 2001-02 to 
Rs 50 lakh fro111 2003-04 01111w'fls. 

Out of Rs 58.50 crore released to 58 LAC." in five districts. District Collectors 
.w111clio11ed works for Rs 41.13 crore. Of the w110u11f released Rs 43.95 crore 
remained 1111spe11t. 

Districr C' o/lectors accorded .w11ctio11 for 10 I works proposed by 14 MLAs 
t~fter delays ra11ging/i'Ol11 103 /0 415 days. 

Administrative sanction /'or ll'orks 11•ere issued ·without ascertaining the 
a\'llilability of' land. proper estimates. il!frastructure. etc.. resulting in 
aba11do11ingl tw11-completio11 (?(works. 

Though the 111ai11 purpose Rf the scheme wa.\· creation of durable assets. ow of 
676 works completed 315 ll'Orks (47 per cent) were for repairs and 
111ai11tena11ce qf' roads which cc11111ot he con.,·idered as creation of durable 
assets. 

f Paragraph 3. 7] 
I V Audit of Tra11sactio11.\· 

1. Fra11d11/e11t drt1ivallmisappropriatim1/emhez:/ementllos.'ies 

Failure of Drawing and Disbursing Qfficers to exercise prescribed checks. 
especial~\' when the UD(' entr11sted with the duties <~/'preparation of hills. etc., 
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was a person who wos p1111ished for i11 l'Olw!111e11t in dcfalcatio11 on an earlier 
ocw sion, led tn 111isappropriatio11 of Rs I 0.19 /akh. 

{Paragraph 4. 1. lj 

2. Vi1J/atio11 of co11tract11a/ ob/ig(lf itmo;/ 111u/11e fal'(ltl r to co11tr acton 

/11 the work o.f co11structio11 of Ad1ec:kkal ('argo Harhour in Kan1111r District 
Govem111e111 inheracd m·oicluhlt! liahilitl of Rs 6 40 crore on reple11is'1111e11t of 
partial(r damaged .,tructure and allowing upward revis ion of agreed rates 
<H"erruling the fi11di11gs o( Co11111u1tee of Secretaries as well as that of Chief 
Engineer. 

/Paragraph 4.3.Jj 

Failure Q/ the Department to <!!! fo rce the contract conditions in arranging the 
work of construction of h11ilcli11g of Go\'Cm1111e11/ Po(\·tec/111ic. Pala resu/Jed i11 
avoidable liability of Rs I 93 crore 

{Paragraplr 4.3.2} 

Though the quoted hid a111ou111 in the 13 contracts concluded b~ the Project 
Director, Kerctla State Transport Prr~ject . was i11cl11.rn·e of all duties and taxes 
payable, Central F.:rcise Dut1· exe111ptio11 to the tune of Rs 3.28 crore was 
extended to the co11trac10rs. 

{P'1ragraph 4.3.3} 

3. A \1oidabJelexce.r;s/1111f ruitji1/ exp em/iture 

Jn District Hospital. Palakkad /011g de/av i11 payment of electricity charges 
resulted i11 avoidable expenditure o(Rs I. 79 crore towards s11rclwrge. 

f Paragraph 4.4. I/ 

lapse 011 the part of Lall(/ Acquisition Officer in p roducing the vital piece of 
evidence i11 t1111e mu/ f ailure r?f tlw officials of Kerula State Tlo11s111g Board to 
ohtain and keep alive the sec11rir_1 .from land mw1ers for withdrawing the 
am01111t deposited in court resulted in payment of excessive co111pe11sation of 
Rs 1.36 crore (including interest) which remained u11recovered as of 
May 2004. 

f Paragraph 4.4.2 J 
Lack ofpla1111111g 011 the part <d. Thrissur Urban Deve/op111e11t A 11thority in the 
constn1ctio11 of 'iix storeyed o/ficl'-c11111-co111111ercia/ comple.x taken up in May 
1993 resulted i11 its no11-completivn which led to 111111ecessaiJ' burden of 
Rs 1. 67 crore. apart from loss of potential rental income. 

/Paragraph 4.4.3} 

Failure to redeploy the stuff of the defunct Kera/a S1ute Rural Development 
Board resulted i11 unfruitful expe11dit11re of Rs 3.34 crore. 

f Paragraph 4.4.4} 

Post-co11tract11al change i11 the design o/ fo1111dation for the Kadalwuli Kaclavu 
bridge in Mulappww11 District a11d 11on-ohsenw1ce of Chief Engineer 's 
guidelines resulted in avoidable liahilit1• of Rs 5. 89 crore. 

f Paragraph 4.4.5/ 
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!11 the WfJrk 'l111prove111ents to J\.anjar-Pullikkanam Road' post-c onrractual 
rec/ass1ficatum <fsoi/ a11d execution of exces:; q11a11ti(Y of work e11tailed extra 
/iahilirr of Rs]. 76 crore 

[Paragraph 4.4. 7/ 

Though the cir<·11111srw1ces de111t111ded au·urdi11f? the contract for the 
co11srruct1011 of' lnulcl111r,:.fo1 Af111i Cfril Swtion al fri11jalakuda lo the second 
/011·esr lndder. 11 was not done leadi11g to avoidahle expenditure of 
Rs 1.47 crore. 

f Paragraph 4.4.8/ 

Dc(ective preparatio11 of estimate for the works relati11g lo 
Thimva11wlflwpura111 hvpass led to cosr on:rr1111 of Rs I 0. 91 crore 1111d rime 
m•ernm ~/four yean;. Despite rhe chrecrio11 oj G(Jl'er11111e11r of India to take 
acrio11 on rhe p<!rsons respo11s1hlc: no acrion was taken so far hy the State 
Goven1111enr. 

f Paragraph 4.4.9/ 

./. Idle il1vestme11tlitlle establisll111e11t/bloclwge offimd.<; 

Failure of Gm•<!1w11e11t ro assl'SS the 1·iahili~1 · of' rhe Guest House al Mumbai 
led to aha11do11111enl 0(1mrk 111id-11·ar resulting 111 h/ocki11g of Rs 3.48 crore. 

f Paragraph 4.5.3} 

Rupees one crorc released (}a111wrr 100 /) to the Centre for Development of' 
Coir Tec/1110/ogr.for setting up a High Tech Coir Park in Kol/am District was 
retained outside Govc:m111e11r ac·cm111r H'ithout 11ti/i:::atio11 

f Para;:rapli 4.5.5/ 

District Collecrors c/1d 1101 1111t!ertake 1-il'cr hank protection 1vorks though 
Rs 3 7. 65 crore 11 •as al'(li/ahle 111 the R11·er ftlanage111e11t Fund. 

f Paragraph 4.5.6/ 

Selection <4' a water source ll'itft011I e11s11ri11g its m ·ailahilill' resulted in the 
11011-C·o111111issio111ng of Rural Water S11pp(1 · Scheme to Tliekkumkara u11d three 
(l{(joi11i11g water prohle111 villages i11 Thrissur Districr deprivi11g the people of 
safe drinking irnler and renderi11g the cxpe1ulit11n: of Rs 2. 0 I crore 1111ji·uitfitl. 

[Paragraph 4. 5. 7/ 

Failure of K.:rala Warer Authority lo 11umilor the ex<!cution of the works 
rernlted in 110n-co111pletion o( Rurul IViner Supph· Scheme to Thelliyoor. 
Valakku:::hi a11d £d111111a1toor I// Alappu:::ha District sanctwned 20 years ago 
and the expl!nclif 11 re of' Rs I. 2 5 crore re111ai11ed 1111prod11ctive. 

f P"ragraph 4.5.8/ 

Purchase: <f defective pipes for the Comprehensive Wuter Supp(l' Scheme to 
Varkala 1\411nic1jwlit1· and adjowing villag<!s delayed che completion of the 
scheme and the expel/(/iwre of' Rs 14. 38 c:rnre incurred on it c/11ri11g the period 
May I Y96 - March '3004 re111ai11ed 1111fi·11i~fitl. thereby depriving tire people of 
safe drinking water. 

[Paragraph 4. 5. 9 / 
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5. Delays i11 conrmi.~·sio11i11g eq11ipme11t 

A scheme for prn11itl111g Copra Dn•ers was sa11ctio11ed by Government without 
proper studv 11eces~drating rei•isio11 ol .i,·cheme 011 several occasions and 
de layi11g its impleme111atio11. Even though the outlay was reduced to 
Rs 1. 65 crore the Director of Agriculture drew the entire amount of Rs 9.40 
crore provided in the supplementary grant a11d deposited it i!' the Treasi1ry 
Savings Bank account and utili:ed part of it (Rs 3 crore) for other purposes i11 
gross violation of principle <~f hudgetary control. 

{Paragraph 4.6.J] 

6. R eg11/arity is.\·ue.fii a11d other points 

Diversio11 of Rs 2 crore paid lo Kera/a State Audio Visual and Reprographic 
Centre for implementation of 111odemizatio11 of Printing Technology Course in 
Vocatio11al Higher Secondary Schools resulted in non-achieving the objective 
of imparting training to the students on modem printing technology. 

{Paragraph 4. 7.2) 

!11 Medical College Hospital, Thir11mna11thap11ra111 Rs 1.27 crore received 
(including a111ou11ts received before 1996) from various Government and other 
agencies for partiallv meeting the cost of treatment of poor patients remained 
in bank account without dishursemenl. 

{Paragraph 4. 7.3/ 

Failure of Govemmeut to redeploy 417 surplus vertical staff· in the National 
Leprosy Eradication Programme led to pay ment of idle wages of 
Rs 11. 79 crore during the period Octoher 2002 - March 2004. 

[Paragraph 4. 7.4/ 

State Institute of Encyclopaedic P11blicatio11s could publish only 12 volumes 
nt1t of 20 i•olumes of Malay alam Enc.\'C!opaedia so fa r even after 3 decades of 
the publication of the.first volume. 

{Paragraph 4. 7.6/ 

V Internal Co11tm l System i11 l11d11.<tlrie.'f Department 

luternal Control System is an integral process by which an orga11isatio11 
governs its aetivities to effective(\' achieve its objectives. A built-in Internal 
Control System and strict adherence to Statutes, Codes a11d Mant1als minimise 
the risk<~{ errors and irregularities and helps to protect resources against loss 
due to waste. abuse. 111is111a11age111enl, etc. 

Budget proposals were not .rnhmitted in time and the estimates were not 
assessed correctly resulting in substantial provision remaining wwtilised. 

Procedures i11 Kent/a Budget Manual for control of expenditure and directives 
of Finance Department 011 monitoring of monthly ceiling of expenditure were 
1101 adhered 10. 

Co11tinge11t adioancesfrom 1992-93 amounting to Rs 3.39 crore were awaiting 
adjustment. 

Physical verificatio11/s11rprise i11spectio11 of cash was not conducted by the 
officers. 

'(VI I 
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Administration of various loans was very poor. Terms and conditions of 82 
loans amounting to Rs 125.87 crore sanctioned to Corporations/Statutory 
Bodies during 1997-2003 had 1101 been fzxed and no recovery made from the 
loa11ees so far. 

In the case of other loans also 110 concrete s teps had been taken to recover the 
dues even i11 period-over cases involving Rs 3. 40 crore in two districts, 
i11dicating poor monitoring and follow-up action. 

Avoidable delay was noticed in processing and disposing of i11vestment 
subsidy claims. No follow-up action has been taken to recover subsidy 
amo1111t from 42 11011-fu11ctio11i11g units which had availed subsidy of Rs 54.08 
/akh. 

/Paragraph 5.1} 
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CHAPTER I 
mNANCESOFTHESTATEGOVERNMENT 

In Summary 

The revenue receipts during the year increased to Rs 11815 crore: the rate of growth 
being 11. I per c:enr compared to 17.4 per cenr in the pr·evious year. But revenue 
expenditure of Rs 15495 crore for the year grew at 5 per cem compared to 26.5 per cent 
in the previous year which led to a reduction in revenue deficit from Rs 4122 crore in the 
previous year to Rs 3680 crore during the year. T he oecrea~e in revenue deficit during 
the year was on account of showing recoveries in the Consolidated Fund of Rs 581.20 
crore that remained unspent out of !•Ian funds released during 1997-98 to 2002-03 in the 
Personal Deposit Accounts of Local Self Government Ins titutions. 

During the current year, the increase in revenue receipts was du e to I 7.3 per cent 
increase in Central Tax transfers, 19 per ce11r increase in non-tax revenue and 10.8 per 
cem in State's own tax revenue. Sales tax was the major source of tale's own tax 
revenue having contributed 74 per cent followed by State Excise (8 per cent). Of the non­
tax sources, Forest Receipts (23 per cem) and State Lotteries ( 17 per cent) were principal 
contributors. ,\bout 75 per cenr of the revenue came from State's own reso11rces during 
the year. Contribution of Central taxes and duties increased to 17 per cent during th e 
year from 16.1 per cenr in the previous year whereas grants-in- aid from Central 
Government showed a marginal decline. 

Revenue expenditure constituted 89 per cem of total expenditure in 2003-04 and grew at 
5 per ce11t in 2003-04. Salaries, interest payments a nd pensions consumed 91 per cent of 
the revenue receipts during the year crowding out the socio-economic developmental 
expenditure. 

The fiscal liabilities gre\\ by 8 1 per cent during 1999-2004 and stood at Rs 39231 crore as 
at the end of l\1arch 2004 i.e., 3.3 times of the revenue receipts. There was a phenomenal 
increase in internal debt during the year mainly on account of rais ing more market loans 
(Rs 693 crore), securitisation of existing house loan portfolio of Government employees 
with State Bank of India and Canara Bank (Rs 267 crore) and issue of Power Bonds for 
Rs 1158.25 crorc in favour of Central Public Sector Undertakings towards power 
purchase dues of the State Electr icity Board. The fiscal deficit increased to Rs 5539 
crore in 2003-04 from Rs 4990 crore in 2002-03 due to the above additional borrowings 
though rc"cnue deficit had come down during the year. At the end of 2003-04, the fiscal 
liab ilities of the State induding unreckoned liabilities like arrears in contractors' bills 
(Rs 891 crore) and power subsidy payable to the State Electr icity Board (Rs 3531 crore) 
stood at an unsustainable le' cl of 48 per cellf of GSDP. These liabilities a longwith 
con~ingent liabilities in the form of guarantees which accounted for another 16 per cel/f 
of GSDP are cause of concern for sustained growth and development in the medium to 
long-term basis. 

It is not uncommon for the State to borrow for increasing its social and economic 
infrastructure base. llowever. increasing ratios of fiscal liabilities to GSOP and revenue 
receipts together with a large revenue deficit indicate that the State is gradually getting 
into a debt trap. Large rc\'enue and fiscal deficits year after year show continued macro 
fiscal imbalances. Though the Kerala Fiscal Responsibility Act envisages reduction of 
revenue deficit to ' nil' and fiscal deficit to 2 per cent of the estimated GSDP by the end of 
Ma rch 2007. with the current level of revenue deficit of Rs 3680 crore and the fiscal 
deficit hovering around 6 per cent of GSDP for 2003-04, the possibility of achieving the 
target envisaged in the Act appears bleak. 

The State Government will need to take urgent steps to reduce revenue deficit/tiscal 
deficit by compressing non-developmental revenue expenditure and enhance additional 
resource mobilization through tax reforms and prudent debt management . 

102/113/2005-5 



Audit Report (Civil) for 1/1e year ended 31 March :!004 

j i.1 Introduction 

The Finance Accounts of the Government of Kerala are laid out in nineteen 
statements, presenting recei pts and expend iture, revenue as well as ca pital, in 
the Conso lidated Fund, Contingency Fund and the Public Account of the State 
Government. The lay out of the F inance Accoun ts is depicted in Box I. I 

Box 1.1 
Lay out of Finance Accounts 

Statement No. I presents the summary of tra nsactions of the State 
Government - rece ipts and expend iture, revenue and capital, public debt 
receipts and disbursements, etc., in the Conso lidated F und, Contingency 
Fund and Public Account of the State. 

Statement No.2 conta ins the summarised statement of capi ta l outlay showing 
progressive expenditure to the end of 2003-04. 

Sta tement No.3 gives financial resul ts of irrigation works, their revenue 
rece ipts, work ing expenses and maintenance charges, capital outlay, net 
profit or loss, etc. 

Statement No.4 indicates the summary of debt position of the State, which 
includes bon-owings from internal debt, Government of India, other 
obligations and servicing of debt. 

Statement No. 5 gives the summary of loans and ad vances given by the State 
Government during the year, repayments made, recoveries in an-ears, etc. 

Statement No. 6 gives the summary of guarantees given by the Government 
fo r repayment of loans, etc., raised by the statutory corporations, local bodies 
and other institutions. 

Statement No. 7 gives the summary o f cash balances and investments made 
out o f such balances. 

Statement No.8 depicts the summa1y of ba lances under Consolidated Fund, 
Contingency Fi..tnd and Public Account as on 31 March 2004. 

Statement No.9 shows the revenue and expenditure under different heads for 
the year 2003-04 as a percentage of total revenue/expenditure. 

Statement No.10 indicates the distribution between the charged and voted 
expenditure incurred during the year. 

Statement No.1 1 indicates the de tailed account of revenue receipts by minor 
heads. · 

Statement No. 12 provides accounts of revenue expenditure by minor heads 
under non-plan and plan separate ly and capital expend iture by maj or heads. 

Statement No. 13 depicts the detailed capital expend iture incurred during and 
to the end of 2003-04. 

Statement No. 14 shows the deta ils qf investment of the Sta te Government in 
StatutoI?' Corporations, Government Companies, other joint stock 
compames, co-operati ve banks and societies, e tc., up to the end of 2003-04. 
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Statement No. 15 depicts the capital and other expenditure to the end of 
2003-04 and the principal sources from which the funds were provided for 
that expenditure. 

Statement No.16 gives the detailed account of receipts, disbursements and 
balances under heads of account relating to Debt, Contingency F und and 
Public Account. 

Statement No.17 presents detailed account of debt and other interest bearing 
obliga tions of the Government of Kera la. 

Statement No. 18 provides the derailed account of loans and advances given 
by the Government of Kerala, the amount o f Joan repaid during the year and 
the balance as on 31 March 2004. 

Statement No.19 g ives the details of eam1arked balances ofreserve funds. 

Statements I to 8 a rc Summarized Statements and Statements 9 to 19 are 
Detailed Statements. Statements 5, 6 and 14 are based on information 
received from Heads of Departments and Finance Department. 

j 1.2 Trend of Finances with reference to Previous year 

Finances of the State Government during the current year compared to the 
previous year were as under: 

(R 11nEes 111 crore 
2002-0J SI. No J\ la ior Al!!!reuat es 200.3-04 

10634 I. Re\Cnue Receip ts (2+.3+4) 118 15 
7303 2 Ta\ Revenue 8089 
678 3. '\on-Tax Revenue 807 

:!653 4. Other Receipts 2919 
8 1 5. Non-Debt Capital Receipts 73 
77 6 Of ll'hiclt Recovery of Loans and Advances 73 

10715 7. Total Receip ts ( I +5) 11 888 
11731 8. Non-Plan Expend iture (9+ 11 + 12) 14308 
11702 9. On Revenue Account 13 101 
2947 10. Of 1rhich Interest Payments 3328 

20 II . On Capital Account 33 
9 12. Loans and Advances disbursed 11 74 

3974 13. Plan Expenditure (14+15+16) 311 9 
3054 14 On Revenue Account 2394 

679 15 On Capital Account 607 
241 16 . Loans and Advances disbursed 118 

15705 17. Total Expend iture (8+ 13) 17427 
4990 18. Fiscal Deficit (17-1-5) 5539 
4122 19. Rc\Cn ue Deficit (9+ 14-1) 

. 
3680 

20·0 20. Primary Deficit (18-10) . 22 11 

j 1.3 Summary of Receipts and Disbursements for the year 

Table I summarises the linances of the Government of Kera la for the year 
2003-04 covering revenue receipts and expenditure, capital receipts and 
expenditure, public debt receipts and disbursements, Contingency Fund 
receipts and disbursements and Public Account receipts and disbursements 
made during the year as emergi ng from Statement I of Finance Accounts and 
other detailed s tatements. 

102/11 3/2005-SA 
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1 llllit Neport (Cii'i/) }or tht' n •11r e11ded 31 March :!004 

Table I - Sum man• of receipt~ and disbursements for the year 2003-0-1 (Rupees in crore) 
--. ... . __ ...., -- . 

I I 
2002-03 I Receipts 2003-04 II 2002-03 Dishu ncmcn ts 2003-04 

Sect ion-A: Rcvcn nc 
Non- Plan Plan T otal 

10633.81) Rc\'cnuc receipts 11815.37 1-1756.05 Rc\'cnue 13 101.08 239-1.59 15-195.67 
C\llC11dit11 re 

7302 54 ' ( a \ fe\enue 801-S. 77 66 78.03 General services 725 1 18 146.75 7397 93 
677.76 Non-ta\ revenue 80(1.98 5038.29 Social Sen ices 416-1.08 861.13 50'.!5 21 

17 15 2'.! Share of Union 20 I '.!.O I 298 1.67 Economic 161 2.6-1 1386.7 1 2999 35 
Taxes/Dulles Sen ICCS 

" 
938.37 Grams from Govt 907.61 58.06 Grants-in-aid I 73 18 -- 73 18 

of India Co11mbut1ons 
41 22. 16 Revenue Deficit 3680.30 Ii 

carried o'er to 
Section 13 I• 

1475(1.0S Total Scct io11 - A 15-195.67 14756.05 T otal Section - A 13101.08 2394.59 15-195.67 : 
Section-13: C':mita l 

' ~ 16 1.62 Opening C'ash (-) 103.22 275.56 Openi11g I (14.85• 16-1.85 ' 
13ulancc Overdraft from 

Rc~crvc Bank of 
l11dia . 

3.50 l\liscellancous -- 698.M Capirnl Outla~ 32.72 606.99 639.7 1 ~ 
Capital Receinls E 

77.29 Rcco' cries of 71.89 250.01 Loan and 1174.21 11 7.73 129 1.1).j ~ 
Loans :rnd Ath ances 

3680.Jo· I Adrnnces cfoburscd 
4122. 16 Revenue Deficit 3680.30" 

hronght down ~ 
from Sect ion A ~ 

3965.68 Public deb t 6992.-16 1261.91) Rcpa~ mcnt of 2341.25 23-11.25 . 
rccci11ts* Pnl>lic Debt '* 

22. 15 Contingency Fund -
Contingency Fund 16.88 16.88 -- -

r t'i:cillti. disbun.cments 

I 25528.22 Public Account 2<ll-l7.1 8 234 18. 15 Public Account 25-18 1.66 2548 1.66 
rcccit11s disbursements 

164.85 Closing Q, crdraft 280.64 (-) 103.22 Cash Balance at (- ) 226.64 (-) 226.64 
from Reserve B:tnk cud 
of ludia 

29923.31 Tota l - Section B 33389.95 29923.3 1 Tota l - Section 13 32665.23 72~.72 I 3~38_~.9~ ~ ... - - - '~'-- ~--~ -~ 

"' Includes net ways and means ad' ances but e\cludcs o, ·erdraft from Rescn e Bani\ of India 
II 131 furcu11on of plan and non- plan not ;1vailablc 

I 1.4 Audit Methodology 

1.4. 1 Audit observations on the Finance Accounts bring out the trends in the 
major fisca l aggregates of receipts and expenditure and from the statements of 
the Finance Accounts fo r the year 2003-0~ and wherever neccssa1y, show 
the e in the light of time series data and periodic comparisons (Appendix I to 
IV). The repo1iing parameters are depicted in the Box 1.2. 

Box l. 2 
Reporting Parameters 

Fiscal aggregates li ke tax and non-tax revenue, revenue and capital 
expenditure, internal and external debt and revenue and fi sca l deficits have 
been presented as percentage to the GSDP at current market prices. The New 
GSDP series with 1993-94 as base as published by the Bureau of Economics 
and Statistics Department of the State Government have been used. 
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For tax revenues, non-tax revenues, revenue expend iture, etc., buoyancy 
projections have also been provided for a further estimation of the range of 
fluctuations with reference to the base represented by GSDP. 

For most series a trend growth during 1999-2004 has been indicated. The 
ratios with respect to GSDP have also been depic ted. Some of ~ he tem1s used 
here are explained in Appendix V. 

1.4.2 The key indicators adopted for analyzing the State finances are 
(i) Resources by volumes and sources, (ii) Application of resources (iii) Assets 
and Liabilities and (iv) Management of deficits. Audit observations have also 
taken into accou nt the cumulati ve impact of resource mobilisation efforts, debt 
se rvic ing and correcti,·e fiscal measures. Overall financial perfonnance of the 
Sta te Government as a body corporate has been presented by the application of 
a set of ratios commonly adopted for the relational interpretation of fiscal 
aggregates. 

1 A.3 The accou nts of the Sta te Governm ent are kept in three parts viz. , 
Conso lidated Fund. Contingency Fund and Public Account. They are defined 
in Box 1.3. 

Box 1.3 
State Government Funds and the Public Account 

Consolidated F und Contingency F und 

/\ II revenues rece ived by the Contingency Fund of State established 
State Government, all loans under Article 267(2) of the Constitution is 
raised by issue of treasury in the nature of an imprest placed at the 
bills, interna l and external disposal of the Governor to enable him to 
loans am.I a ll moneys received make advances to meet urgent unforeseen 
by the Government 111 expenditure, pending authorisation by 
repayment o f loans shall form Legislature. Approval of the Legis lature 
one consolidated Cund entitled for such expenditure and for withdrawal of 
'The Consolidated Fund of an equi valent amount from the 
State' established under Artic le Conso lidated Fund is subsequently 
266( 1) or the Co nstitution o r obtained, whereupon the advances from the 
India. Contingency Fund are recouped to the 

Fund. 
Public Account 

Besides the norn1al receipts and expendi ture of Government which re late to 
the Consolidated Fund, ce11ai"n other transactions enter Government 
Accounts, 111 respect o f which Government acts more as a banker. 
Transac tions re lating to provident funds, small savings, other deposits, etc. 
are a few examples. The public moneys thus received are kept in the Public 
Account set up under Art ic le 266(2) of the Constitution and the related 
disbursement are made from it. 
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I State Finances by key indicators 

I 1.s Resources by volumes and sources 

1.5.1 Resources of lhe State Government consist of revenue receipts and 
capital receipts. Revenue receipts consist of tax revenues, non-tax revenues, 
State's share of Union taxes and duties and grants-i n-aid from the Central 
Government. Capital receipts comprise of miscellaneous capital receipls like 
proceeds from dis inveslments, recoveries of loans and advances, debt receipts 
from inte rnal sources, viz. market loans, boJTowings from fi nanc ial 
institutions/ commercial banks, etc., and loans and advances from Government 
of India as well as accruals from Public Account. 

1.5.2 Table 2 shows that the total receipts of the State Government for the 
year 2003-04 was Rs 45028 crore. Of which, the revenue receipts of the State 
Government was Rs 11815 crore only, constituting 26 per cent of the total 
receipts. The balance of receipts ca me from borrowi ngs and receipts from 
Public Account. 

Table 2 - Resources of Kera la 

I Revenue Receipts 

JI Capital Receipts 

a Af1 ~ct'l/a11eous Rece1p1.1 

b 

(' 

Recm·e1;1· of Loans a11d Adva11ce.1 

Pu bite o,•b1 Rece1p1s. 

Ill Co11ti11ge11cy F1111d Receip1s 

I V Puhlic Acco1111t Receipts 

a 

b 

c 

d 

Small Sm·ings. Provide/I/ F1111ds. elc. 

Resen ·e F1111ds 

Depo.11n and A1fra11ces 

Suspense and tlli1ce/11111eom 

Re111illa11ces 

Tomi Receip1s 
• fac ludcs ways and means advances from Reserve Bank of India 

Revenue receipts 

71.89 

6992.46 

8773. 13 

133.70 

3320.48 

9476.50 

4443.37 

(Rupees in crore) 

11815.37 

7065.35 

16147.18 

45027.90 

J .5.3 Statement-I I of the Finance Accounts detail s the Revenue Receipts of 
the Government. The Revenue Receipts of the State consist mainl y of its own 
tax and no n-tax revenues, Centra l tax transfers and grants-in-aid from 
Government of India. Overall revenue receipts, its annual rate of growth, ratio 
of these receipts to the State's Gross Domestic Product (GSDP) and its 
buoyancy are indicated in Table 3. 
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Table :1: Revenue Receipts- Basic Parameters 
(Values Rupees in crore and others 111 ner cent) 

1999-2000 2000-0 1 2001-02 2002-03 

Re\ cnue Receipts 7942 8731 9056 10634 

Own Taxes 65.4 67.2 65.4 68.7 

!Non-Tax Revenue 6.7 7.5 6.0 6.4 

Centr:il 1:1:1. TrJnsfcrs 19J 18.2 17.8 161 

Grams-111 :mJ 86 7. 1 10.8 8.8 

Rate of Growth of RR IU.3 1).9 3.7 174 

Rc,cnuc Rccc1pt•GSDP 12 7 12.5 12.5 13 2 

Rc-.cnuc Buo} ancy 0.9 0.9 1.0 1.5 

GSDP G1owth 11.2 II .6 3.7 II .7 

REVENJE RECBPTS FOR 2003-04 
(Percentage share) 

7.7 

• Omt Taxes 

O Central Tax Transfers 

68.S 

• Non-Tax Re\enue 

•Grants-in-aid 

2003-04 

11815 

68.5 

6.8 

17.0 

7.7 

11.1 

13.I 

1.0 

11 .5 

I .SA Revenue receipts of the late increased from Rs I 0634 crore in 
2002-03 to Rs 11815 crore in 2003-04; the growth rate being I I. I per cent. 
The annua l growth rate, which had declined steadily during 2000-01 (9.9 per 
cent) and 2001-02 (3 . 7 per cent) from the level of I 0.3 per cent in 1999-2000 
increased sharply to 17.4 per cent in 2002-03 but dec lined to 11 .1 per cent in 
2003-04. l11e contribution of the State's own taxes in its total revenue receipt 
increased from 65.4 per cent in 1999-2000 to 68.5 per cent in 2003-04; the 
gro .. vth rate during the current yea r being I 0.8 per cent. 

1.5.5 Sales tax was the major source of State's own tax revenue having 
contributed 74 per cem followed by State Excise (8 per cent), Taxes on 
Vehicles (7 p<!r cent), tamps and Registration (7 per cent), etc. The 
significant increase in the tax revenue during the year over 2002-03 was 
mainly on Sales Tax (Rs 648 crore), Stamps and Registration fees (Rs 63 
crore) and Taxes on Vehicles (Rs 73 crore) . 

1.5.6 Of non-tax revenue sources, Forest Receipts (23 per cent) and State 
Lotteries ( 17 [Jer cent) were principa l contributors. However, though the 
receipts under • tate Loueries were Rs 134 crore during the year, with equally 
high expenditure of Rs 111 crore, the net yield from lotteries was only Rs 23 
crore. The Medium Term Fiscal Refom1s Programme agreed to by the 
Government of Kera la with Government of Tndia provides for improving cost 
recoveries for Government services by enhancing user charges periodically 
and bringing new areas of Government services for cost recovery. Non-tax 
revenue in absolute terms has increased by 19 per cent from Rs 678 crore in 
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2002-03 to Rs 807 crore in 2003-04. The contribution of non-tax revenue in 
its total revenue receipts increased from 6.7 per cent m 1999-2000 to 6.8 per 
cent in 2003-04. 

I 

1.5. 7 Contributions of Central taxes, duties and grants- in-aid decreased from 
28 per cent in 1999-2000 to 25 per cent in 2003-04. However, contribution of 
Central taxes and duties increased to 17 per cent in 2003-04 compared to 16. l 
per cent in 2002-03, whereas contribution of grants-in-aid decreased from 8.8 
per cent in 2002-03 to 7. 7 per cent in 2003-04. The decrease was mainl y 
under Block grants for State Plan Schemes and Additi onal Central Assistance 
for Externa lly Aided Projects like Modernis ing Government Programme 
(Rs I 08 cro re) and fo r Specia l Plan Schemes (Rs 4.9 1 crore). 

1.5.8 The source of revenue rece ipts under di ffe rent heads and GSD P during 
1999-2004 are ind icated in Table 4. 

Table 4 - Sources of Receipts: Trends 
(R upees 111 crore 

Year Revenue Ca11ital Recci11ts Tot:1l Gross Sta te 
Rc<'eipts Non- Deht Debt Contingency Accrua ls in Receipts Domes tic 

Receipts Rrceipts Fund P ublic product 
Receipts Account 

1999-2000 7942 55 2014 -- 2061)2 30673 1)2520 
2000-(ll 8731 117 2151) -- 21 121) 32130 (19770 
2001-02 9051) 55 2792 -- 18940 30843 72349 
!002-()J 10634 81 3%6 22 25528 40231 80844 
2003-04 11815 73 6992 -- 26 147 45027 90172 

1.5.9 The arrears of revenue pending collection as a t the end of 2003-04 
intimated by departments of Electrica l Inspectorate, Factories and Boilers, 
Loca l Fund Audit and Mining and Geo logy were Rs l 04.93 crore . As 
Government ordered (October 2002) netting off of the dues between Kerala 
State Electri city Board (KSEB) and Government of Kerala as on 31 March 
2002 without cash transacti on, the arrears of electric ity duty due from K.SEB 
as on 31 Ma rch 2002 had not been included by the Electrical Inspectorate in 
ca lculating the arrears. The actua l amount due on e ither side has not been 
de termined (October 2004). 

I i.6 Application of resources 

Trend of Growth 

1.6.1 Statement 12 of the Finance Accounts depicts the deta iled revenue 
expenditure by minor heads and capital expend iture major head-w ise. Total 
ex penditure of the State, its trend and annual growth, ratio of expenditure to 
the State 's GSDP and revenue receipts and its buoyancy with regard to GSDP 
and revenue receipts are indicated in Table 5 below: 

, 

8 



Chapter I - Finances of the Slate Government 

Table 5: Total Expenditure - Basic Parameters 
( alue: Rupees in crore aud others in per cent) 

1999-2000 2000-0 I 200 1-02 2002-03 2003·04 

Total hpemluure 1253 I 12726 12380 15705 17427 

Ra1e or t irn" 1h 219 1.6 (·) 2 7 26.9 I I.II 

TCGSDI' 20.0 18.2 17. 1 l'J 4 19 . .3 

Rc•cnuc Rccc1pts- TE 63A 68.6 73.2 67.7 67.l! 

D11oy;111cy ofTot:il E~pcntli t urc \\ilh 

GSDP 20 01 (-) 0.7 2.3 1.0 

Revenue Receipt~ 2.1 0.2 (-) 0 7 1.5 1.0 

1.6.2 Though the total expenditure during the year increased to 
Rs 17427 crore, the actual growth rate declined during the year to 11 per cent 
from 26.9 per cent. There were, however, sign ificant inter-year variations in 
the growth rates. The ratio of revenue receipts to total expenditure increased 
from 63.4 per cent in 1999-2000 to 67.8 per cent in 2003-04, indicating that 
approximately 68 per cent of the State's total expenditure was met from its 
CLmcnt revenue, leavi ng the ba lance to be financed from borrowings. 

18200 
17000 
15800 
14600 
13400 
12200 
11000 
9800 
8600 
7400 
6200 
5000 
3800 
2600 

11566 

965 

Growth of Total Expenditure 
(Rupees in crore) 

11878 11662 

848 718 
1932 

949 

1~01~~==::===~::::::~=*~::::===~::::==::~J 200 
1999-2000 2000-01 2001-02 
~Total Expenditure (TE) 

-tt-Revenue Expenditure 

2002-03 2003-04 

......Capital Expenditure (including Loans and Advances) 

1.6.3 ln terms of the activities, total expend iture could be considered as 
being composed of expenditure on general services including interest 
payments, social and economic services and loans and advances. The relative 
share of these components in total expenditure is indicated in Table 6. 

Table 6: Components of expendi ture - Relative Share (iu per cent) 
1999-2000 2000-01 2001-02 2002-0J 2003-04 

Gcncml Service; 4().1 43.2 45.6 4'.!.S 42.7 

Soc1nl Sci'\ ices 34. I JJ.4 33.4 J2.<i 29.2 

Fconom1c Scr"1ccs 22.7 10.9 19.2 22.h 20.J 

C1rnn1s-in-a1d 0.6 0.4 0.5 0.4 0.4 

l oans anti n<h a nee' 2.5 2 I 1.3 IC. 7.4 

Total Expenditure represents revenue expenditure as well as capital expenditure which 
includes expenditure on loans and advances. 
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1.6.4 The movement of relative share of these components indicated that the 
share o f soc ia l services and economic services declined from 34. J and 22.7 
per ce11/ in I 999-2000 to 29.2 and 20.3 per cent respectively in 2003-04. The 
share of general services \\ hich included interest payments considered as non­
dcvelopmental accounted for 42.7 per cent of total expenditure in 2003-04 as 
co mpared to 40. 1 per cent in 1999-2000. 

Allocative Priorities ·Trend of Expenditure 2003-04 
(Percentage share) 

0.4 

42.7 

20.3 

• General Services • Economic Services 0 Loans & Advances 

• Social ervices • Grants-in-aid 

rncidcnce of Revenue expenditure 

1.6.5 Re,enue ex pendi ture is usua lly incurred to maintain the current level 
of assets and services. Overa ll revenue expenditure, its rate of growth, ratio of 
revenue expenditure to tate 's GSDP and revenue rece ipts and its buoyancy 
with both GSDP and revenue rece ipts are indicated in Table 7 below: 

Table 7: Revenue Expenditure- Basic Parameters 
(Vaine: Rupees in crore and others in ver cem) 

1999-2000 2000-0 1 2001-02 2002-03 2003-0-1 

Rc,cnuc F~r•md11un: 115(1() 1 1 ~7!1 11 6(>2 14756 154?5 

Rate ul l rrO\\ th 25.3 2.7 (· )I.Ii 26 5 5.0 

RI GSDP 185 PO 16 I 18.3 17 2 

Rf 3Sp1•rc.-111uf 11' IJ2 J '.13.3 l).j 2 C).j() SS •J 

RE as per cent of RR 145 b D60 128 8 1388 131 2 

l.luoyanc~ of RcH•nuc F.lpc nditurr " Ith 

( 1SDP 2.3 0 2 (·) 0 .5 2 .l 0.4 

Re\ cnuc Rcc~:1p1' 2.5 113 (-) o.s I 5 0.5 

1.6.6 Though the revenue expenditure du1ing the year inc reased to Rs 15495 
crore fro m Rs 14756 crore, the actua l growth ra te declined to 5 per cent from 
26.5 per cent in the previous year. The increase in the revenue expenditure 
du ring the year compared to previous year was mainly due to increased 
expenditure on interest payment (Rs 382 crore), pension and other retirement 
benefits (Rs 126 crore), Genera l Education (Rs 99 crore) and additional 
subsidy to KSEB (Rs 38 1.46 crore) to cover the gap of the Board as assessed 
by the S tate Electric ity Regulatory Commission. 

1.6.7 The assistance lo Local Self Government Institutions (LSGis) for 
implementation of ' People's Plan Programme' is bei ng released by deb it to the 
major head '22 17-Urban Development' m the case of 
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Municipalities/Corporations and to the major head '2515-0ther Rural 
De\'clopment Programmes ' in the case of Panchayats per contra credit to the 
Personal Deposit (PD) Accounts or the respective LSGis mainta ined in the 
Public Account. ln July 2003, Government ordered that all existing PD 
accounts should be closed with immediate effect and new Plan PD Accounts 
opened in a financial year shall be closed on 31 March of every year. In April 
2004, Government issued directions to all the treasuries to write back to 
Government the unspent balance (Plan) in PD Account of LSGis by carrying 
out reduction in re\ enue expendi ture under the relevant major head. 
Accordingly, Rs 581.20 crore being the unspent balance from out of the Plan 
funds released to the LSGis during I 997-98 to 2002-03 in the PD accounts 
was adjusted as reduction of revenue expenditure in the current year - Rs 
500.58 crore in the major head '2515' and Rs 80.62 crore in the major head 
'2217'. This had the effect of reducing the revenue expenditure for the current 
year to that extent. But for this adjustment, the revenue expenditure and its 
growth rate for 2003-04 wou ld have been Rs I 6076 crore and 9 per cent 
instead of Rs 15495 crore am! 5 per cent respectively as depicted in the 
accounts. 

1.6.8 Though the rate of growth of revenue expenditure was 25.3 per cent in 
1999-2000 it had decelerated since then and became negative in 2001-02. 
However, it agai n accelerated to 26.5 per cent during 2002-03 and again 
decelerated to 5 per cent in 2003-04. 

1.6.9 Revenue Expenditure accounted for 89 per cent of total expenditure 
during 2003-04. The ratio of revenue expenditure to revenue receipts 
decreased from 145.6 per cent in 1999-2000 to I 31.2 per cent in 2003-04 
indicating continued dependence of the State on borrowings for meeting its 
current expenditure. 

Committed Expenditure 

1.6.10 The committed expenditure on Pension. Interest and Salaries 
constituted 89 to I 04 per cent of the revenue receipts during 1999-2004 
indicating the paucity of resources available for socio-economic 
developmental activities. 

+ High snlmJ' expe11dit11re 

1.6.11 As part of enforcement of economy measures to overcome the ways 
and means position of the State, Government appointed (January 2002) a 
Commi ttee of Secretaries to identify the excess staff in Government 
departments and also curtailed some of the benefits, indicated below, of 
Government employees. 

• 

• 

• 

• 

Discontinuance of Dearness Allowances and other a llowances to new 
recruits joining s<.:rvicc on or after 16 January 2002. 
Discontinuance of surrender of earned leave for twenty days per year 
while in service. 

Enhancement of discounted rate of commuted value of pension to 5.3 I 
per cent from the present 4. 75 per cent. 

Enhancement of the period of restoration of commutation to 15 years 
from the present I 2 years. 

l I 



. I 11di1 Report (Cil'i/) for fire year rmded 31 March :!004 

1.6.J 2 The curtailme nt continued during 2002-03 and from June 2003 some 
of the curta iled benefits- Dearness al lowance and other allowances to new 
recruits and period of restoration of commutation- were restored and surrender 
of earned leave was restricted to I 0 days a year. From June 200-+, the 
su1Tender of earned leave was restored to the original level of 20 days in a 
financial year. 

1.6.13 The Committee of Secreta ries . et up to identify the excess posts 
idenli fied 11658 posts that cou ld be redeployed/abolished of which 3570 posts 
have already been aboli shed. After redeployment of29 15 posts to Loca l Self 
Government Institutions (LSGls), Government ordered (November 2003) 
redeployment of another 1663 posts to LSGls. Government also ordered 
abolition of 3510 more posts and directed that posts not vacant would be 
treated as supernumerary. The latest position regarding redeployment to 
LSGis and continuance o f supernumerary posts have no t been intimated 
(October 2004). 

1.6.14 In sp ite o r the above measures, sa lary expenditure during the year 
inc reased by 19 p er ce111 over the level of 2002-03 and accounted for 43 per 

cent o f the revenue of the State during 2003-04 compared to 40 per ce111 in the 
previous year. Expenditure on salaries had increased by 13 per ce11t from 
Rs 4464 crore in 1999-2000 to Rs 5048 crore in 2003-04. Year-wise break up 
of expenditure during 1999-2004 was as under:-

Table 8: ala11· expenditure 

~al:u ~ cxpcntlllurcs l'crccnlal!C of "''"" cxncmliturc "i lh reference IO 
\car RCHllUC ltc\Cnuc 

(llu1>ec• In crorc) 
Rccchm E\11cndi111 rr 

GSDP 

1999-200() 4464 56.2 38 6 7. 1 
201Kl-2001 +Vil 51 U n.s 6.t 
200 1-2002 4 IC1.! 4Cdl 35.7 5 H 
2<Kl2-20UJ 4250 4() 0 2X.8 5.J 
2003.200.i 504X 4~ 7 32.6 5.h 

Figures for 1999-2000 10 2001 -02 arc adopted from Budget rn brief - 2003-0-1 of State 
Go' crnmcnt and ri!!tircs for 2002-03 and 2003-04 arc furni shed by Accountant General 
C/\&EJ 

Growth of Committed Expenditure 
(Rupees in crore) 

5500 
5048 

5000 4464 
4451 

4500 4164 

4000 
3328 

3500 

3000 

2500 

2000 

1500 1808 1929 1838 

1000 

1999-2000 2000-01 2001-02 2002-03 2003-04 

I -+-Salaries -1t-Penslon Interest Payments I 
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• Huge expenditure 011 pe11sio11 payments 

I .6. I 5 Pension payments increased by 33 per cent from Rs 1808 crore in 
1999-2000 lo Rs 2409 crore in 2003-04. Year-wise breakup of expendi ture 
during 1999-2004 was as under:-

Table 9: Pension pay ments 

' <'ilr Pcmiun pa~ mcnh Pl·rccnrn~c or pcn~ion pa~ mcnls n ilh rcfc:rcnrc IO 
(Rupee> In i:rorc) RC\ CllllC Rcccipb Re' cnnc E~pcnditurc 

I 1J1J1J-2111XJ IXOl! 11ll 15.CJ 

2000-2001 1929 22 I 16.2 

100 I -111112 183X 10.3 15.8 

2002-2003 2283 21.5 15 5 

'.!OOJ-100-l 2-IOIJ 20-1 15.(l 

t.6.16 With Lhe increase in the number of retirees, the pension liabilities are 
likely to increase fu rther in future. The State Government has not constituted 
any fund to meet the fast rising pension liabilities of the retired State 
employees. 

+ llltere.\'I payments 

1.6.17 In absolute terms, Interest payments increased by 70 per c:ent from 
Rs 1952 crore in 1999-2000 lo Rs 3328 crore in 2003-04 primarily due to 
continued reliance on borrowings for financing the fisca l deficit. 

Table I 0: I nlcre~t payment~ 

Year 
I ntcrest pa) men ts Percl'ntage of interest 1rnyment with referenre to 
(Rupees in erore) Revenue Receipts Rcvenul' F:xpcmliture 

l<J<J1J-201lfl 1952 24" ICl.9 

2or><1-2001 215S 25.IJ 190 

1001-1001 1-IS'I 27.5 :?U 

2002-200.' 2'1-17 . 27.7 20.0 

~IKJJ-2<Hl-1 .U28 2X.1 215 

1.6.18 It was observed that interest payments constituted 28 per cent of 
revenue receipts during 2003-04 against 18 per cent as recommended by the 
Ele\·enth Finance Commission. 

Subsid~· 

1.6. 19 Sub:->idy can be delined as the difference between the cost of 
goods/serYices provided and realisation from the users. There are two types of 
subsidies viz. Expli cit subsidies and Implicit subsidies. While there is clear 
identification and budgetary allocation in respect of explicit subsid ies, implicit 
subsidies arise due lo non-recovery/short recovery of user charges provided. 

l.6.20 The explicit subsidies, compiled from the accounts ror the year 
1999-2004 ranged from 0.7 per cent to 4.3 per cent of revenue expenditure. 
Major schemes on which explicit subsidies are granted were as fol lows: 
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Table 11: Subsidy 

Schcmc\/dcp:irtmcnh to 11 hich ~ubsilly Amount of 'uhsidy(Rupcc~ in crorc) 
was relca~cd 1999-2000 2000--0 1 2001-02 2002-0J 2003-04 

\.l:inhrr I lous111g Scheme 30.00 22.50 18.!!4 4/.8-1 -10.00 

Kcr.ila Stale Ci1 d Supplies Corpnra1m11 for 60.00 37.00 33.00 50.0!J 30.00 
\1arket lntcrvc1111011 
State Im c~tmcnl !:>uhstdy 17 2~ 17.06 21.30 22.98 23.69 
Kcrala State !ilccmcny Uoard (to lt4u1datc ·- -- -- 200 ()() 556.46 
the n:vcnue dclicu) 
free supply or clccmcny to ~mall anJ -- -- - - 7 97 
marginal paddy ~ro11 c1 s 
Rebate on sale ofha11dloom cloth -- -- -- - 1.50 
Macro management in Agriculture -- 9.90 2-1. 14 22.39 3.44 

Tota l 107.25 86.46 97.28 J.tJ.21 663.06 

Ii. 7 Expenditure by Allocative Priorities 

L 7.1 The actual expenditure of the State in the nature of plan expenditure, 
capital expenditure and developmental expenditure emerging from Statement 
12 of Finance Accounts re flects the allocative priorities of the State. Higher 
the ratio of these components to total expenditure, better is deemed to be the 
quality of expenditure. Table 12 below gives the percentage share of these 
components of expenditure in State's total expenditure". 

Table I 2: Quality of expenditure (per cent to total expend iture*) 

1999-2000 2000-01 2001-02 2002--03 2003-0~ 

Plan bpcnduurc :!2.1 20.3 18.9 24.2 18.6 

Capital hpcnJtturc 5.3 4.6 4.6 4.5 4.0 

De1 dopmcnt f\pcndum~ 58.2 55.4 53.3 56.2 53 4 

*Total c.xpcnditurc docs not include Loans and Advances 

1.7.2 All the three components of quality of expenditure indicated a decline 
and the ratios in 2003-04 were significantly lower than their levels in 1999-
2000. Plan expenditu re, despite its initial low values in 1999-2000 at 22.1 per 
cent further declined to 18.6 per cent in 2003-04. Over the years, a lower 
proportion of incremental expenditure got allocated to plan expenditure. In 
case of development expenditure, its ratio to total expenditure also declined. 

1.7.3 Out of the developmental expenditure (Rs 8624 crore) during the year, 
social "Eervices (Rs 5081 crore) accounted for 59 per cent and economic 
services (Rs 3543 crore) accounted for 4 1 per cent. The capital expenditure 
has also steadily declined from 5.3 per cent in 1999-2000 to 4 per cent m 
2003-04. 

Financial assistance to Autonomous bodies and others 

I .7-4 Autonomous bodies and authorities perform non-commercial functions 
of public utility services. These bodies/:iuthorities receive substantial financial 
assistance from Government. Government also provides substantial financial 
assistance to other institutions such as those registered under the respective 
State Co-operative Societies Act. Companies Act, etc. to implement various 
programmes of Government. The grants arc given by Government mainly for 
maintenance of educational institutions. hospita ls, charitable institutions, 
construction and maintenance of schools and hospital buildings, improvement 
of roads and other communication facilities under municipalities and local 
bodies. 
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I.7.5 The quantum of assistance (grant as well as loan) provided to different 
bodies during the period of five years ending 2003-04 was as follows: 

Table 13: Financial assistance to Autonomous bodies and others 
(R upees 111 crore) 

SI. 
l3otlies/au1horilie~. e1c. 

1999- 2000-0 I 2001-02 2002-0J 2003-0~ 'io. 2000 
I Educa11onJI ln\ tllut1ons 1603.88 1619 77 1540.40 185108 1929.60 

(Aided Schools. Aided 
Colle~es. l n1\ers1t1es. etc) 

2 y fumc1pal C orporauons and 165.94 146.82 13 1.57 239.46 230.9 1 
Munit:1pal111es 

J. Panchayau RaJ lnst11u11ons 1021.14 94!174 858.41 1288.76 1554.39 
4. Development Agencies J7.40 43.96 13 .07 33.49 28 67 
5 Hospita ls and other Charnablc 20 32 19 17 17.17 19.84 23 60 

lnsti lut1ons 

6. Other l nst1tu11011s (including 565.27 483.09 360.37 779.95 J686.3r 
statutory bodies) 

Total 3413.97 3261.55 2920.99 42 12.58 5453.49 
Percentage mcreai;c( ·) 8 (-) 4 (-) I 0 44 29 
decrease (-i O\ er pre\ 1ous 
year 

Ass1stnnce as a percentage of 4J 37 32 .to 46 
re\ enuc receipts 

Percentage of assistance to 29 27 25 29 35 
revenue expendnure 

Delny i11 f11mislii11g uti/isatio11 certificate.\' 

1.7.6 The financial rules of Government require that where grants are given 
for spec ilic purposes. cettiJica tes or utilisation should be obtained by the 
departmental officers from the grantees and after verification. these should be 
forwarded to the Accountant General (Accounts and Entitlements) within one 
year from the date or sanction of assi stance unless specified otherwise. 

As or June 2004, I 06 utilisation certificates for Rs 117.45 crore paid as grants 
in respect of nine departments• from 1994-95 LO 2003-04 had not been 
received in the Office of the Accountant General (Accounts and Entitlements}. 

Delay i11 s11bmissio11 of acco1111ts by A11to110111011s Bodies 

1.7.7 /\.s on 31 March 2004, there were 55 Autonomous bodies (exc luding 
Local elf Government Institutions) which were substantially financed by 
grants/loans from Government. In order to identify the ins titutions which 
attract audir under Sections 14 and 15 of the Comptroller and Auditor 
General's (Duties, Powers and Conditions of Service) Act, 1971, 
Government/I reads of Departments are required to furni sh to Audit every year 
detailed inforniation about the financial assistance given to various 
institutions, the purpose of assista nce granted and the total expenditure of the 
institutions. T he details of 30 institutions which ha ve not furnished annual 
accounts for the year 2003-04 as of October 2004 are indica ted in 
Appendix VI. 

.. lnclmb R!> 1158.:?5 c1mc being lhc hJb1ht) of Kcrala Stale Eh:ctncll> l:lo:inl Ill Central Public Sector 
l ntlert.iking.' (IO po"cr purchase rn~cn mer by Gmcmmcnt \\h1ch \\JS m:ll~'\I :is loan nssisrnnce 10 the Boanl 
dunng the year for c\cntual con\cr..1on us gram 

' i\gnculturc. ('ultural Affairs. (jcneral Admin1s1r.111on. Gener:il Educ:111on. I k'31th and Family Welfare. ll igher 
hlucat1on .. Plan111n11 and Economic 1\ffa1rs. Science. Technology and l:m 1ronmen1 and Water Resources 

15 



~11d1 1 Reprm (Cil'i/J for 1/te n'ur ended 31 March 200.f 

1.7.8 The status of submission of accounts as of October 2004 by 
autonomous bodies authorities, audi t of accounts of which has been entrusted 
to the Comptroller and Auditor General of India is indicated in Appendix VII. 

Misappropriations, defalcations, etc. 

1.7.9 State Government repo1ted 182 cases of misappropriations. 
defalcations, etc., of Government money amounting to Rs 4.60 crore relating 
to the period from 1963-64 to 2003-04. Fina l action was pending on all cases 
at the end of June 2004. The department-wise break-up of pending cases is 
given in Appendix \'HI. 

\.Yrites off of losses. etc. 

1.7.10 Accordi ng to data received from departments to Audit as of September 
2004. sanctions for writes off of Rs 2.58 crore in 6306 cases and waivers 
amounting to Rs 54.25 lakh in 49 cases were issued by various authorities 
during 2003-04. The clepart1m:nt-\\ ise details arc given in Appendix IX. 

I t.8 Assets and LiabiJities 

1.8.l The Government accounting system does not attempt a comprehensive 
accounting of fixed assets, i.e. land, buildings, etc., owned by the Government. 
1 Iowever, the Government accounts do capture the financial liabil ities of the 
Government and the assets created out of the expenditure. Sta tement 16 read 
with detail s in State1m:nt 17 or Finance Accounts shows the yea r-end balances 
under the Debt. Deposit and Remittance heads from which the liabilities and 
assets are worked out. Appendix I presents an abstract of such liabilities and 
the assets as on 3 1 March 2004 compared wi th the corresponding position on 
31 March 2003. While Lhc liabilitit:s in this statement consist mainly of money 
O\\'ed by lhc State Government such as internal borrowings, loans and 
alhances from the Government of India. receipts from the Public Account and 
Reserve Fund. the assets comprise mainly the capital expenditure and loans 
and advances given by the late Government. The liC1bilities of Govern111e11t o.f 
Kera/a depicted i11 the Fi11011ce Acco1111ts, however, do 1101 i11d11de the pe11sio11 
liuhiliries payable ro retired Stale employees, guarantee~· I fellers of com.forts 
issued by the StC1te Go1'em111e11t. etc. Appendix CV depicts the Time Seri es 
Data on State Government Finances for the period 1999-2004. 

Financial results of irrigation works 

1.8.2 tatemcnt J of the Finance Accounts gives the financial results of 
irrigation works, their revenue receipts, working expenses and maintenance 
charges, capital outlay, net profit or loss, etc. Jn the case of eight irriga tion 
projects, which have been. declared commercial, wi th a cumulative capital 
outlay of Rs 119.97 crore at the end of 31 March 2004, the revenue realised 
from them during 2003-04 was Rs 1.76 crore which was 1.5 per cent of total 
outlay. After considering the \\'Orking and maintenance expenses of Rs 15.62 
crore and interest charges of Rs 8. 18 crore. these schemes suffered a net loss 
or Rs 22.04 crore. 
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Incomplete projects 

1.8.3 As per information made available by the department seven· irrigation 
projects commenced between 1970 and 1983 were remaining incomplete even 
after incurring Rs 859.94 crore as o f March 2004. Besides, 97 other capital 
works on which Rs 333.93 crore were spent up to March 2004 also remained 
incomplete in Public Works, Harbour Eng ineering and Water Resources 
departments. The amount blocked in these projects was 12 per cent of the 
cumulative capita l outlay of the State. 

Investments and returns 

1.8.4 Statement 14 o r the f inance Accounts shows the de tails of investment 
of the State Government in Statutory Corporations, Government Companies, 
other joint stock compa nies, co-operative banks and soc ieties, etc. As on 31 
March 2004, Government had invested Rs 2 123 .57 crore in Statutory 
Corporations. Joi nt Stock Companies and Co-operati ves. Government's return 
on this investment was less than one per cent as indicated in Table 14 below: 

Table 14: Return on I 11\ estment (Rupees in crore) 

lnHstmcnt 11t 
Percentage of 

A\ erage rate of interest on 
Ye11r rhe entl of the RN urn 

Return 
Government borrowing 

n ar (in 11er ce111) 
1999-2000 1774.80 10.01 0 6 12. I 
2000-01 1883.09 12.64 0.7 I 1.4 
200 1-02 1945.1)2 5.26 0.3 9.0 
2002-03 2059.23 9.6 1 0.5 7.2 
2003-04 2123.57 20.03 0.9 6. 1 

1.8.5 Apart from the above, as o f March 2004 Government had provided 
equity participation or Rs 136.10 crore (2000-0 1: Rs 25 crore, 2001 -02: Rs 30 
crore, 2002-03 : Rs 40 crore and 2003-04: Rs 41.10 c rore) to the Kerala 
fn frastrncture Investment Fund Board, a statutory body created under the 
Kera la lnfrastruc ture Investment Fund Act, 1999, though the relevant Act did 
not envisage equity participation by Government. The matter is under 
co1Tespondence with Government (November 2004). 

1.8.6 Three sta tutory Corporations and 56 Government Companies with an 
aggregate Government investment of Rs 1 126.20 crore up to 2003-04 were 
incurring losses and their accumulated loss amounted to Rs 2949.75 crore as 
per the latest accounts furn ished by these companies (Appendix X) . Of these, 
s ix Government Companies with an investment or Rs 13.42 crore upto 
31 March 2004 were under liquidation and one Government Company with an 
investment of Rs 1.25 crore was under lockout from June 1993. 

Loans and advances by State Government 

1.8.7 Jn addition to its investment, Government has also been providing 
loans and advances to many of these bodies. Statement 5 read with de tails in 
Sta tement 18 of the Finance Accounts shows the loans and adva nces given by 
the State Government. repayments made and the balance at the close of the 
financial year. Total outstanding balance of the loans advanced was 

Karapu1ha. Kunarkutty-Karapp:ir:i. ldamalayar. Yiu' auupuzha. Attappad)' V:1lley. Banasuro Sagar. Rcgulator-cum­
Llmlge at Chamra,~unm 

, 0211, 3/2005--6 
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Rs 5042 crorc a. on 31 March 2004 (Table 15). Interest received against these 
advances declined to 0.5 per cent during 2003-04 though the Government has 
been borrowing funds during the year from the market at rates ranging from 
5.8 per cent to 6.4 per c:em. Further, in most cases, Government orders 
sanctioning the loans did not specify the tenns and conditions for these loans. 

Tnhle 15: A \Crage in terest received on loans advanced by the State Government 
(Rupees ill croreJ 

1999-2000 2000-01 2001-02 ioo2-0J 2003-04 

Opcnini: Ralancc 3127 3391 35-15 .IC!SU 3112.\ 

Amount ad\anced dunn11 1he )'l!Jr 317 27 1 ICiO 250 1292' 

/\moun1 rcp.1id dunni; 1hc year 53 117 55 77 n 
Clo"ni: Halancc JJ9 1 3545 3650 3823 S042 

l111Cn:•t l\.'CCl\cJ 20 20 16 24 23 
lntCl'\.'<I l'CCCI\ .:.I JS,,...,. U'/I/ to UUl\l:mdm).I 0 .() U.6 0.4 0.11 0.5 
loan~ JnJ ad' once~ 

,\\ CJUi:C rat~ of tnlCl'\."<t p:11,1 by Ilic Stale 12. I 11 .4 90 7 2 b. I 

Diffen:ncc between m1~rcs1 paid aml rccc1,C!d (·) 11.5 (·) 10.8 (·) !1.6 (-) (16 (-) 5 6 

Commercial activities 

1.8.8 Lack 11/ acco11ntability fo r tlte use of public f1111ds i11 departmental 
commercial 1111tlemrkiugs 

Acttvi tici. of quas1-commercial nature are performed by the departmental 
undtrtakings of certain Government departments. These undertakings are to 
prepare pro .forma accounts in the prescribed fom1at annually showing the . 
results of financial operation so that the Govemment can assess the results of 
theu \vorking.. The Heads of Departments in the Government are to ensure 
that the undertakings, which arc fu nded by the budgetary release, prepare the 
accounts on timely basis and submit the same to the Accountant General for 
audit. The depa11ment-wise position of arrears in preparation of accounts as of 
June 2004 in respect of these undertakings is indica ted in Appendix XI. 

Management of cash balances 

1.8.9 It is generally desirable that State 's flow of resources should match its 
ex penditure obligations. However, to take care of any temporary mis-matches 
in the flow of resources and the expend iture obl igations, a mechanism of 
Ways and Means Advances (WMA) from Reserve Bank of India has been put 
in place. Specia l WMA not exceeding Rs 38.40 crore are given to Kerala 
aga inst marketable securi ties issued by Government of India. After this 
Ordinary W MA up to a max imum of Rs 270 crore are also a llowed. From 
I April 2003, no State sha ll be allowed to run on overdraft for more than 
fo urteen consecutive working days in a ca lendar year or more than 36 working 
days in a calendar quarter. The overdraft shall not exceed I 00 per ce111 of the 
Ordinary Ways and Means limit. If the overdraft exceeds this limit 
continuously for five working days for the fi rst time in a financial year, the 
Bank will advise the State to bring down the overdraft level. If such 
irregulari ty persists on a second or subsequent occasion, payment will be 
stopped. Statement 7 of the Finance Accounts gives the summary of cash 

• Includes Rs 11 Sll.25 crorc hcmi.: 1hc liability of Kern la Sllllc Ek>ctricity Bo:ird to Central Puhlic Sector lfn11s on 
purchase of po" <'r 1:iken O\er by Government by issue of Power Bonds v. h1ch was tre:itcd o.s lo:in 10 the Boon! 
dunn11 1h1s year 1cmpor:inly 10 he con"encd :is J!rJnt cve01ually. 
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balances. 

t.8. l 0 During the year. the State has used this mechanism for 156 Jays as 
against 163 days last year al though it raised borrowmgs of Rs 1931 l-rorc from 
the market on nine occasions. Rcso1t to overdraft. which is O\'Cr and above U1e 
WMA limits. is all the more undesirable. The State used the overdraft facilitie~ 
for 177 days <luring the year as against 196 days last year. 

Table 16: Ways and l\leam ~tlvances and Overdrafts of the State 
(Rupees i11 crore) 

1999-2000 2000-01 200 1-02 2002-1)3 2Ull.l-0-1 . 
\\' :iv' :111d \lean' .\th :111ccs 

r a ken <lu1 II\~ lh•· vcar 257.l.5<J 1•)71\25 17<)7 -12 241>3Jb 134(> 77 

B:tl;m•c nutstamlinµ m 1hc -I,, 71) 22X.2K 22ll.;\4 2X ' ·'J7 2l!-I 70 
•·ml ul the }c:1r 

lnt.:1c't p;11<l -I 'II CJ.II) 1-153 13.:L\ 15..Sli 

'umber ul da\' '-1Jte a•a1ktl zo-1 1511 1.17 161 156 \\'\.! \ 

0 Hrdr:tll 

I a~cn Jurinw the war 1]4-1 12 3511b.IJ 41141.2~ 5D7.51 47S0.5J 

fl3lance uuhtanding at the 'itl 357.09 175.5'1 11>-I lSS ~KU C>4 
cml or the year I 

hucrnt l'Jld tUO J -IS 
. I• 8.<> I 7 54 11..l~ 

'111nl>o:r ol <l:1vs '-late was m K5 21J 
.. 

Z22 
.. 

1% 177 
"'ctdr:tlt 

l t.9 Undischarged Liabilities 

Fiscal liabilities - public debt and guarantees 

l.9.1 fhe Constitution of lndia provides that St<}te may borrow witl1in the ... 
lerritory of India upon the security of ifs Consolidated Fund. within such 
limits. as may from time to lime. be fi xed by an Act of Legislature. A State 
may not ra ise any loan without the consent of Go'>'"ernrnent of India 1r there is 
any outstanding loan for which a guarantee has been issued by GOI. The 
Kerala Fiscal Responsibility Act which came into force on 5 December 2003 
provides for reduction of fi scal deficit to 2 per cent of the estimated GSDP by 
March 2007. However, the fi scal de ficit for 2003-04 (Rs 5539 crore) stood at 
6. 1 per cent of the estimated GSDP for 2003-04. Thus the possibili ty of 
achieving the fiscal defi cit target envisaged in the Act by March 2007 appears 
remote. Statement 4 read with Statements 16 and 17 of Finance Accounts 
shows the year-end balances under Debt, Deposit and Remi ttance heads from 
which the liabilities are worked out. 

1.9.2 Table 17 below gives the fisca l liabilities of the State, its rate of 
growth, ratio of these liabilities to GSDP. revenue receipts and own resources 
and buoyancy of these li ab i l itic~ " ith respec t to these parameters. 
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Table 17: Fiscal Liabilities- Basic Parameters (Values Rs in crore and others in per ce11t) 

1999-2000 2000-01 2001-02 2002-03 
Fiscal Liabilities' 21676 25721 29025 33782 
Rate of Growth 24.8 18.7 12.8 16.4 

Ratio of Fiscal Liabilities to 
GSDP 34.7 36.9 40.1 41.8 
Revenue Receipt 272.9 294.6 320.5 3 17.7 
Own Resources 378.6 394.0 448.8 423.3 
Buovancy of Fiscal Liabilities with 
GS DP 
Revenue Receipt 
Own Resources 

40000 

30000 

20000 

10000 

0 

2.2 1.6 3.5 
2.4 1.9 3.5 
2.5 1.3 (-) 14.2 

Flacal U.bllltln vl...-vla Revenue Receipts 
(Rupeea In crol"9) 

1.4 
0.9 

0.7 

1999-2000 2000-01 2001-02 2002-00 2003-04 

l•Flacal llebllltln • Revenue receipts I 

2003-04 
3923 1 

16. 1 

43.5 
332.0 
44 1.0 

1.4 
1.5 
1.4 

1.9.3 The fi sca l liabil ities of the State increased from Rs 21676 crore in 
1999-2000 to Rs 3923 1 crore in 2003-04, an increase of 8 1 per cent during the 
five year period. These liabilities as ratio to GSDP increased from 34.7 per 
cent in 1999-2000 to 43.5 per cent in 2003-04 and stood at 3.3 times of its 
revenue receipts and 4.4 times of its own resources comprising its own tax and 
non-tax revenue. The direct fiscal liabilities of the State had grown much 
faster as compared to its rate of growth of GSDP. These fiscal liabilities, 
however, do not include the pension liabilities payable to retired State 
employees, off budget liabi lities, risk weighted guarantees/contingent 
li aqilities, power subsidies payable to KSEB, etc. 

1.9.4 The increase in fiscal liabi lities during 2003-04 as compared to 
previous year was mai nly under internal debt which was primarily due to 
incurring of additional liabilities as indicated below:-

• Securitisation of dues of Kerala State Electricity Board (KSEB) to 
Central Public Sector Undertakings (CPSUs) by issue of 8.5 per ce11t 
Government of Kcrala Special Bonds (Power Bonds) 

As part of the Tripartite agreement entered into by Government of India, 
Government of Kerala and the Reserve Bank of India on Power Sector, State 
Government took over the liability of the KSEB to CPSUs" amounting to 
Rs 1158.25 crore as on 30 September 2001 by issuing 8.5 per cent Tax Free 

' Includes lnt.:m:il Dehl. Loan~ and Ad\nnccs lrom GOI.. Sma ll Savings. Pro\ idem Funds. etc .. Reserve Funds 
J(•m,s) and Dcp<i>llS 

• :O-.n11onal Thennal P11wcr Corpor:11ion. l•nwcr (incl< '11rpomtion of India Limited. Neyvcli Lit:nite Coll>Omtion and 
Nuclear Pn\\cr Corpor:11 wn of 1111.lon I.united 
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Government of Kerala Spec ial Bonds in August 2003 with date of maturity 
varying from October 2006 to April 20 16. The interest paid on these bonds 
during 2003-04 was Rs 14 7 .68 crore. This increased the internal debt by 
nearly I 0 per cent. 

• Securitisation of existing House loan portfolio of Government 
employees 

State Government ordered (February and March 2004) securitisation of 
principal (Rs 132.15 crore) and interest portion (Rs 134.85 crore) of the 
ex isting house loan portfolio of State Government employees (outstanding as 
o f December 2003) with State Bank of India and Canara Bank. Accordingly, 
State Government received Rs 267 crore in March 2004 at a fixed rate of 
interest of 7 .5 per cent. The entire amount with interest is to be repaid over a 
period of 15 years with an EMI of Rs 123.76 lakh to each Bank. However, 
consent of the Government of India under Article 293(3) of the Constitution of 
India has not been obtained for raising the above loan. 

• Market loans 

State Government raised Rs 1930.66 crore by way of market Joan during 
2003-04 which was Rs 693.24 crore more than that raised during the previous 
year. 

1.9.S Increasing liabilities had raised the issue of sustainability of the 
finances of the State Government. Fiscal liabilities are considered sustainable 
if the average interest paid on these liabilities is lower than the rate of growth 
of GSDP. Debt sustainability with reference to weighted interest rate, GSDP 
growth rate and interest spread is indicated in Table 18. 

Table 18: Debt Sustainability- Interest Rate and GSDP Growth (in per cent) 

1999-2000 2000-01 2001-02 2002-03 2003-04 

Weighted Interest RlllC 10.0 9.5 9.1 9.4 9.1 

GSDP Growth 11.2 11.6 3.7 11.7 11 .5 
Interest spread 1.2 2. 1 (-) 5.4 2.3 2.4 

1.9.6 Another important indicator of debt susta inabi lity is the net availability 
of the funds after payment of the principal on account of the earlier contracted 
li abilities and inte rest. Table 19 below gives the position of the receipts and 
repayments of public debt over the last 5 years. 

Table 19: Net a,·ailabilitv of Borrowed Fullds (R11pe11s ;,. crore) 
1999-2000 2000--01 2001--02 2002--03 2003--04 

I nlcrnul Oehl • 
Rccciol 1)41 1491 2011 2717 6023 
Rl'P:tymcnt (l'nncmal -<- h11cr,~1) 711(1 874 1133 IJ77 11)4-1 
11Jc1 limlb Ul'ailanlc 235 (1 17 878 1340 4079 
Ncl fond~ a•a1lahlc fo<.•r <Cllt! 25 41 44 -19 68 
Loans and A1hance. frum Go,·crnntc111 of India 
Rccc101 I07J 483 781 1193 968 
Repa)mem (l'nncioal + ln1crcs1) 951 1016 1315 1809 2685 
Ne1 fund> :l\a1lablc 122 (·) 533 (-) 534 (-) 616 (·) 1717 
Ne1 fun<ls available (per c ,.,,,, II (·) 110 (·) 68 (-) 52 (-) 177 

Tou1I Public· Oehl • 
RcccinL~ 2014 1974 27<)2 39 10 6991 
Rcna\mcnl (Princ1ool ..- Interest) 1657 1890 2448 3186 4629 
'0:1 li1n<l~ a' a ilant.: 357 84 344 724 2362 
Ne1 funds a\ a1labh: (t>er cwt) 18 -I 12 19 34 

• Excludmg ways and means advances from Reserve Bank of India 
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1.9 7 The net funds available on account of the internal debt and loans and 
advances from Government of India after providing for the interest and 
repayments ranged between 12 and 34 per cent during 200 l-02 to 2003-04. 
The increase in net fuods under internal debt during 2003-04 was mainly due 
to increase in open market borrowing (Rs 693 crore), taking over the liability 
of KSEB's dues to CPSlJs (Rs 11 58.25 crore), securitisation of existing house 
Joan portfolio of State Government employees (Rs 267 crore) and Special 
Securities issued to Nationa l Small Savings Fund of Central Government 
(Rs 1115 crore). Under loans and advances from Government of India the net 
funds avai lable continued to be negative due to more repayments with a view 
to reduc ing the high cost debt of previous years under ' Debt Swap Scheme'. 

1.9.8 111e State Government raised market loans of Rs 1930.66 crore during 
the year. Of this. Rs 450 crore was rai sed through auction sa le at an average 
rate of interest of 5 9 per cent and Rs l 480.66 crore through tap issue at an 
average rate of 6.1 per cent. As on 31 March 2004, 52 per cent of the existing 
market loans caJTied interest rate exceeding l 0 per cent. Thus the effective 
cost of borrowings on their past loans is much higher than the rate at which 
State was able to raise resources at present from the market. The maturity 
profile of market loans indicates that 29 per cent of the total market loans are 
repayable w}thin the next fi ve yea rs while the remaining 7 1 per cent of the 
loans are required to be repaid wi thin 5 to 10 years. 

1.9.9 Under the 'Debt Swap Scheme' introduced by Government of India to 
enable the States to prepay high cost debt, the State Government raised loans 
of Rs 6 71.06 crore from open market at varying interest rates of 5.9, 6.2 and 
6.35 per cent during 2003-04. A su m o f Rs 1165.08 crore being the balance 
outstanding as on I April 2003 in respect of small savings loans released 
duri ng 1991-92, I 992-93 and 1994-95 to 1998-99 at interest rates ranging 
from 13.5 to 15 per cent were repaid using Rs 67 l crore from out of funds 
raised from the open market and by adjustment (Rs 494.08 crore) from the 

· Special Securities issued to National Small Savings Fund of Central 
90\'ernment by Go,emmcnt of Kerala during the year. Jn addition, 
Government prepaid (March 2004) the loans amounting lo Rs 46.55 crore 
carrymg cffecti\e rate of interest of 15 per cent lo National Co-operative 
Development Corporation by boJTowing a fresh loan at 9 per cent interest 
repayable in five years. 

Guarantees 

1.9.10 The guarantees arc in U1e nature of contingent liabilities of the State 
and in the event of non-payment of loans there may be an obligation on the 
State to honour these commitments. Section 3 of the Kerala Ceiling on 
GO\crnment Guarantees Act 2003 which came into effect on 5 December 
2003 stipulates that the iota! outstanding Government guarantees as on the 
first day of April e\ery year shall not exceed Rs 14000 crore. 

1.9.l l Statement 6 of the Finance Accounts g ives the summary of guarantees 
provided by the State Government for repayment of loans, etc., rai sed by 
Statutory Corporations, Government Compa nies, local bodies and other 
institutions based on statement of guarantees made available by the Finance 
Department of Government. 
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1.9. 12 Audit scrutiny revealed the following: 

• According to the data furni shed by Government (July 2004), the 
guarantees outstanding (including interest) as on 31 March 2004 was 
Rs 14009 crore which exceeded the prescribed ceiling. In addition, the 
guarantees outstanding against three• institutions amounting to 
Rs 134.66 crore were not taken into account by Government. Thus, 
the guarantees outstanding represented 16 per cent of GSDP. 

• In case of guarantees of Rs 429.81 crore outstanding against 16 
Government Companies, whose paid up capical was completely eroded 
due to uccumulatcd loss. the default risk is greater. 

• Go\'ernment i sued orders in April - May 2004 extending the 
guarantee of Rs 129 crore in favour of United Electrical Industries 
Limited and Ktrala State Cashew Development Corporation Limited 
with retrospective effect from I January 2004 without receiving the 
arrears of guarantee commission of Rs 4.49 crore in contravention of 
provisions in Section 5(3) of the Act. 

• Kerala Power Finance Corporation paid Rs 3.15 crore towards 
guarantee commission for 2003-04 after deducting the 1·ebate of 0.25 
per cent for prompt payment. Of this, Rs 2.15 crore was paid on 
30 March 2004 after notification of the Act in December 2003 though 
the Act docs not provide for claimiug rebate on guarantee commission. 

• The arrears of guarantee commission receivable from 41 institutions 
were Rs 61.92 crore. Out of this Rs 56.56 crore related to 13 
institutions which had arrears exceeding Rs one crore in each case. 

1.9.13 Government stated (November 2004) that the outstanding guarantees 
would be less than the Statutory Ceiling because interest already paid or not 
due in respect of two Public Sector Companies were wrongly included m the 
Statement already furnished to Accountant General. Government also 
admitted to omission of certain cases and pointed out that they were yet to 
identify whether there were similar errors in other cases as well. In view of 
the above, it is evident that the data available with Finance Department cannot 
be relied upon for ensuring compliance with the provisions in the Act. 

Off-budget liabilities 

1.9.14 In addition to the liabilities disclosed through the accounts, the 
unreckoncd liabilities of the nature indicated below increase the vu lnerability 
of the State's financial health in the coming years: 

• Subsidy P"yab/e to Kera/a State Electricity Board (KSEB) 

Government agreed (August 1995) to give financial assistance to KSEB, to 
avail loan from Power Finance Corporation Limited, in case the Board could 
not achieve a minimum rate of return of three per cent in the year. Based on 
this, KSEB had been exhibiting every year the subsidy receivable from 
Government in their annual accounts from 1995-96. The latest annual 
accounts of the Board for the year 2002-03 (provisional) showed revenue 

• Plantation l'orpor•t1on or KcralD l.tmitcJ. HanJicrnlh Dc>elnpmcnt C'orpurnuon of Krrul<I L1m11eJ anJ Ker.1la 
Transpon D.ivrlopment Financ~ C'orpor:ilion Limh.:d 
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ubsidy of Rs 3531 crore (3.9 per cent of GSDP) as receivable up to the end of 
the year from talc Government. During 2003-04, Government had released 
subsidy or Rs 556.46 crore to KSEB to cover the revenue gap of the Board for 
the year 2003-04 as assessed by the State Electricity Regulatory Commission. 

• Arrears i11 payme11t of Co11tractors •bills 

According to inforn1ation made avai lable by depa1tmental Officers, the arrears 
in payment of contractor's bills as of March 2004 in Public Works. Water 
Resources. etc., departments amounted to Rs 890.74 crore (I per cent of 

GSDP). 

! 1.JO Management of deficits 

Fiscal imbalances 
1.10.1 The deficits in Government accounts represent the gap between its 
receipts and expenditure. The natme of deficit is an indicator of the prudence 
of fiscal management of the Government. Further. the ways in which the 
deficit is financt:d and the resources so raised are applied, are important 
pointers to the fi scal health. 

1.10.2 The revenue deficit (Statement I of Finance Accounts) of the State, 
indicates the excess of its revenue expenditure over revenue receipts. 'mough 
the revenue deficit showed a declining trend during the first three years of the 
five-year period 1999-2004, it increased significantly in 2002-03 but 
apparently declined in 2003-04. This was achieved notionally by adjusting 
the unspent balance of Rs 581 crore in the Plan Personal Deposit accounts of 
Local Self Government Institutions as reduction of revenue expenditure. But 
for this adj ustment, the revenue defic it for 2003-04 would have been Rs -l26 l 
crore which was more than that of last year. However, the fiscal deficit 
increased from Rs 4534 crore in 1999 - 2000 to Rs 5539 crore in 2003-04 
mainly due to taking over of KSEB's liability due to CPSUs by issue of Power 
Bonds, securitisation or existing house loan portfolio of Government 
employees, raising of more market loans for 'debt swap', etc. 

1.10.3 Section 4 of the 'The Kerala Fisca l Responsibility Act, 2003' which 
came into effect on 5 December 2003 prescribes that Government shall reduce 
the revenue deficit to 'nil' and fiscal defic it to 2 per cent of the estimated 
GSOP within a period of four years commencing from I April 2003 and 
ending on 31 March 2007. With the current level of revenue deficit of 
Rs 3680 crorc and the fisca l deficit hovering around 6 per cem of GSDP 
during the current year. the possibility of achieving the above targets by the 
end of March 2007 appears remote. 

1.10.4 Table 20 below indicates the basic parameters of fiscal imbalance. 

Table 20: Fiscal Imbalances- Basic Parameter 
(V:ilurs Rupee~ In rrorc nnd Ralio~ in µ<'r cent) 

1Q99-2000 2000-01 2001--02 2002--03 
R~'cnuc l>clic11 3624 Jl47 :?606 41:?:? 
Fiscal Delicn 4534 3871- 3269 4990 
l'rim3rv Dl'lic11 2582 1<120 780 2043 
RD1G!-.DP 5.8 4.5 3.6 5.1 
fDIGSIW 7.3 5.Ct 4.5 6.2 
l'D/CiSDP 4 I 2.3 11 2.5 
ROii D 79.9 RI 2 79.7 1!2.lt 

24 

2003--04 
3680 
5539 
2211 

41 
6.1 
2.5 

66.4 



Chapter I - Finances of the Stmc Government 

1.10.5 Persistent large revenue deficit indicated that the revenue receipts of 
the State were not able to meet its revenue expenditure and Government had to 
borrow funds to meet its current obligations. The ratio of revenue deficit and 
fisca l deficit had decreased from 82.6 per cent in 2002-03 to 66.4 per cent in 
2003-04. High ratio of revenue deficit to fiscal deficit indicated that a larger 
part of borrowings were not being used for asset creation. As proportion to 
the GSDP, revenue deficit had reached 4.1 per cent and fiscal deficit to 6.1 per 
cent in 2003-04. 

1999-2000 2000.01 

Fiscal Imbalances 
(Rupees in crore) 

2001-02 2002.03 

m Revenue denclt •Fiscal dencit 0 Primary denclt 

Fiscal Reforms Programme 

2003--04 

1.10.6 Based on the recommendations of Eleventh Finance Commission to 
motivate the States to undertake Medium Term Fiscal Refom1s Programme 
(MTFRP). GOT set up an Incentive Fund to provide assistance to each State 
for fiscal performance based on a single monitorable fiscal objective. Release 
from the Incentive Fund was to be based on achieving a minimum 
improvement of five percentage points in the revenue deficit as a proportion of 
its revenue receipts each year till 2004-05 over the base year 1999-2000. 

1.10.7 lnfom1ation received from 17inance Department revealed that the State 
Government exchanged with GOT on 4 February 2002 a document of shared 
fi sca l goa ls and objectives for the years 2000-01 to 2004-05 on the Kerala 
MTFRP. GOI released Rs 64.44 crore during 200 1-03 from the Incentive 
Fund for adhering to the projections made in the document for the years 2000-
0 I and 2001-02. Further, according to the agreement, the revenue deficit as a 
proportion of revenue receipts shou ld achieve a minimum improvement of five 
percentage points each year from 1999-2000 (base year). Accordingly, as a 
percentage of revenue receipts, the revenue deficit of 45.60 per cent projected 
during 1999-2000 was to be restricted to 18.04 per cent and 9.61 per cent 
during 2002-03 and 2003-04 respectively. But the actua l figures during 2002-
03 and 2003-04 were 38.8 per cent and 31.2 per cent respectively. Hence, 
State Government did not receive Rs 44.30 crore from the [ncentive Fund for 
the fi sca l performance during 2002-03 and li kely to lose Rs 49.52 crore for the 
year 2003-04 as well in view of the non-adherence to the projections. 
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I 1.11 Fiscal Ratios 

1.11. l The finances of a State should be sustainable, flexible and non­
vulnerable. Table 21 below presents a summarized position of Government 
rinances over 1999-2004, with reference to certain key indicators that help to 
assess the adequacy and effectiveness of available resources and their 
applications, highlight areas of concern and capture its important facets. 

1.11.2 The ratio of revenue receipts and State' s own taxes to GSDP indicate 
the adequacy of the re ources. TI1e buoyancy of the revenue receipts indicates 
the nature of the tax regime and the State's increasing access to resources with 
increase in GSDP. Though the ratio of State's own taxes to GSDP remained 
static in 2003-04 compared to the previous year, the other two ratios i.e. 
revenue buoyancy and revenue receipts to GSDP declined in 2003-04 
indicating a need for improving tax compliance and coverage. 

1.11.3 Various ratios concerning expenditure management indicate quality of 
- its expenditure and sustainability of these in relation to its resource 

mobilisation. The ratio of revenue expenditure, capital expenditure and 
development expenditure to total expenditure declined in 2003-04 as 
compared to 1999-2000. About 68 per ce111 of the total expenditure was met 
out of revenue receipts during 2003-04. All these indicate State's increasing 
dependence on borrowings for meeting its revenue expenditure and inadequate 
expansion of its development activities. 

1.11.4 Though revenue deficit had come down apparently in 2003-04 because 
of adjustment of the unspent balance of Rs 581 crore of Local Self 
Government Institutions as reduction of revenue expenditure, the fiscal deficit 
had increased due to increase in disbursements of loans and advances by 417 
per eel// during 2003-04. The ratio of revenue deficit to fiscal deficit indicated 
that the application of borrowed funds had largely been to meet current 
consumption. 

Table 21: Ratios of Fiscal Efficiency (in per ce111) 

Flsral Ratio 1999-2000 2000-01 2001-02 2002-03 200J-04 

Resource Mobilization 
Revenue Rccc1pts!GSDP 12.7 12.5 12.5 13.2 13.1 
Rc\.enuc Buoyancy 0.9 0.9 1.0 1.5 1.0 
Own tax/GSDP 8.3 8.4 8.2 9.0 9.0 

Expentliture Munagcmcnt 
Total Expcnd1Lurc (TE)/GSDP 20.0 18.2 17.1 19.4 19.3 
Revenue Rcccipls (RR) TE 6.H 68.6 73 2 67.7 67.8 
Rc,cnuc Expcnd11urc 

92.3 93.3 94.2 94.0 88.9 cRE)rrE 
Plan E~pcnd11urcrrE 22. I 20.3 18.9 24.2 18.6 
Capital Expcnd11urc/TE 5.3 4.6 4.6 4.5 4.0 
Dcvclopmcn1 E.~pcndllurc:TE 58.2 55.4 53.3 56.2 53.4 
Buoyancy or TE With RR 2.1 0.2 (-) 0. 7 1.5 1.0 
Buoyancy of RE\\ 1th RR 2.5 0.3 (-) 0.5 1.5 0.5 

Mnnagement of Fiscal lmbal:mres 
Rc,cnuc Deficit (Rs in crorc) 3624 3147 2606 4122 3680 
Fiscal Dctic11 (Rs in crorc) 4534 3878 3269 4990 5S39 
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Fiscal Ratios 1999-2000 2000-01 2001-02 2002-03 2003-04 
Primary Dcficn (Rs in crorcl 2582 1620 780 2043 2211 

Revenue Dclicil F1sc;1I Dcfic11 79.9 8 1.2 79.7 82.6 66.4 

:\lanagemcnt of Fiscal Uahilitic\ 
Fiscal L1ab1h11cs I FLJ CiSDP J..t.7 36.9 40.1 41.8 43.5 

Fiscal L1ab1ht1cstRR 272.9 2Q4.6 320.5 317.7 332.0 

Buoyancy of FL with RR 2 .i 1.9 3.5 0.9 1.5 

BuoyJnc~ of FL\\ nh OR 2.5 u (-) 14.2 07 1.4 

1 I ntercst sprc;icl 1.2 2. 1 (-) 5.-1 2.3 2.4 

\/ct Fund A\Jlh1ble 18 i 4 12 19 34 
Other Fisc:il llealth lntlicator~ 
Return on lmcstmcnt 0.6 0.7 0.3 0.5 0.9 

Balance from Current (-) 2069 (-) 1704 (-) 1660 (-) 1811 (-) 1983 
Revenue (13CRJ (Rs in crnrc) 
Financial Asscts/Liahil 111cs 05 0.5 0.4 0.4 0.4 

I 1.12 Conclusions 

l.12.1 Persistem high negative BCR coupled with low investment returns and 
increasing ratio of' fiscal liabi lities to GSDP and revenue receipts eroded the 
sustainability of the State finances. About 97 per cent of revenue was spent 
on commi1tcd linbilities like interest payments. pension, salaries, subsidies and 
fresh borrowings were needed to sustain the current revenue expenditure. This 
resulted in dwind ling expenditure on creation of assets. A high ratio of 
revenue ddicit to fiscal deficit (0.7) and low ratio of assets to liabilities (0.4) 
increased the vulnerability of State finances as the Government was heavily 
dependent on outside sources to maintain even the revenue expenditure. This 
also indicated that about two-third of the liabilities had no asset backup. As 
most (67 per ce111) or the borrowings were spent on meeting revenue 
expenditure. there was little scope of increasing infrastructure development 
(for capital fonna tion) . Thus as Government was forced to borrow more and 
more to meet the ri sing expenditure, the interest liability is bound to increase 
and further reduce the net availability of funds for capital formation in years to 
come. Thus State finances are not o nly heading towards unsustainability but 
also getting gradually into the debt trap. 

1.12.2 The State Government will need to take urgent steps to reduce revenue 
deficit/fiscal defi cit by compressing non-developmental revenue expenditure 
and enhance additional resource mobilization through tax reforms and prudent 
debt management. 
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CHAPTER II 

ALLOCATIVE PRIORITIES AND APPROPRIATION 

j2.1 Introduction 

The Appropriation Accounts prepared annually indicate Capital and Revenue 
expenditure on various spl!ci lied scr\'iccs vis-<i-vis those authorised by the 
Appropriation Act in respect of both charged and voted items of the budget. 

Audit of appropriation by the Comptroller and Auditor General of India seeks 
to ascertain whether the expenditure actually incurred under various Grants is 
within the authorisation given under the Appropriation Act and that the 
expenditure required to be charged unckr the provisions of the Constitution is 
so charged. It also ascc::rtains whcthe1 lhe expenditure so incurred is m 
conformity with the law, rclcvam rules. regulations and instrnctions. 

j2.2 Summary of Appropriation Accounts 

The summarised position of actual expenditure during 2003-04 against 
grants/appropriations was as follows: 

R ( 11vees 111 cmre 
Nature of Original Supplementary Totul Actual Savings(-)/ 

expenditure grant/ grant/ expenditure Excess(+) 
appro1uiation appropriation 

Voted 

I Revenue I :!756.24 1481.89 14238. 13 12997.32 (-) 1240.81 

II . Capital 603.29 271.02 874.3 1 650.47 (-) 223.84 

111. Loans and 124.29 1250.30 1374.59 1291.94 (-) 82.65 
Advances 

Total Voted 13483.82 3003.ZJ 16487.03 14939.73* (-) 1547.30 

Char2ed 

IV. Revenue 2782.37 365.83 3148.:!0 3n 4.so (+) 226.30 

V. Capital 2. 16 0.69 2.85 2.55 (-) 0.30 

VI. Public 5509.57 38S7 . ..J6 9397.03 10322.04 (+) 925.01 
Debt 

Total Charged 829.:&.I 0 4253.98 12548.08 13699.09* (+) 11 51.01 

Grand Total 21777.92 7257.19 29035. 11 28638.82** (-) 396.29 

.. 
These arc gross c:-.pcnd11urc ligu1cs ' ' 1thout takmg 111to uccoun1 the recoveries adjusted 
111 accounts as reduc11nn of e\pcnchturc (Rcn:nue· Rs 876. 15 crorc and Capital: Rs 13.31 
crorc. Total: Rs 8 9 4(1 c1orc1 

The total cxpend11urc '' .is 111tlated at lc~1st to the extent of Rs '.!9 l:ikh being amounts 
clruwn on abstr:ict cont111gent bi lls during the year for which dewilcd contingent bills 
were not recel\ cd and was u11dersta1cd to 1he exte111 of Rs 1.49 crore due to non-receipt 
of' ouchcr~ from trcJsur1cs. 

The total expenditure \\as undcrstalcd to 1hc e>.te111 of Rs 16.88 crorc on account of 
advances drawn from con1111gcnc~ fund n:111a111111g unrccoupcd al the end of the year (see 
Appendix I of Appropnauon \ ccountsJ 
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The overa ll sa\'i ngs of Rs 3%.29 crort: "'as the result of savings of Rs 1704.14 
c rore in 82 grants and approprialio11s offset by excess of Rs 1307.85 c rore in 
11 grants and approprialions. The actual expenditure exceeded the provisions 
under Revenue (Charged) and Public Debt. Reasons fo r excess/savings in 
respect of 68 per eel/I of subheads required lo be mentioned in the 
Appropriation Accounts have not been furnished by the Controll ing O fficers 
as of August 2004. 

12.3 Fulfilment of Allocative Priorities 

2.3. 1 Appropriation by Allocmive Priorities 

Out of the savings of Rs 1704. 14 crore. the major savings of Rs JO 14.09 (60 
per cent) occurred in 17 grants as indicated below: 

(Rupel!s i11 crore) 

Number anc.I Name of Crn111l1\ ppropria1ion 
Tota l Grant/ Actual Amount 

A1111ro1iri:ition expenditure of savings 
Re' enue Voted 

II Heads of State~. M11wm:rs and llcadqu.irh:rs Staff 271.2'.l 11 0.65 160.58 
VI L:ind Re\ cnuc 123.87 95.32 28.55 

xv Puhlic Works 636.76 550.74 86.02 
xx W:itcr Sunnly ant.I S:11111a11011 305.50 lJ03Ci 75.1 4 

XX I Housin~ 79.JU 51 .5(1 27.74 
'<XII Urhan Dc,clopmcnl n 1.05 214.23 11 6.82 

XX IV Labour and Lahour \\ dforc 17-1 (10 •Jl .5(i 83.04 
xxv Social Wei fan: i11clud111::! \\ d1:11c ol' Scncdulcd 

Castes. !:>chcdulcd Trrhcs and Other 13ack\\ard (1;l I. 72 5J7.52 94.20 
Classes 

xxx Foo<l 170.0(1 3'1.U 130.73 
XL Pons 17.83 (1.76 I l.Cl7 

C:111i tal Vo1etl 
'(V Puhlic Worl..~ 120.11 272.50 -17.6 1 

XVII E<lucauon. Snons. \rt ant.I Culture :n.ss 14.()l) 17.8') 
XV II I Mcurcal and Puhlll" I h:ahh J•) l.ll 21.53 17.48 
:-..xv Social\\ clf:ire 111cludmg \\ dforc 111'SchcJuled 

Cash."S. Schcuulcd T11ho.:~ :111d 01h.:r fl:rck\\ :ird 53.20 l(>.)C) 36.S I 
Classes 

XXXll l Fisheries 32.% 13.15 19.81 
txxxv111 l rri~alion 17:>.77 141.79 31.98 

XLI TrJnspon 41.40 12.78 28.62 
Total 3.tJ-1.95 2420.86 1014.09 

The sa, ·ings under ·11cads ()f Sta te~. ;'\linistcr. anti 1 lt::adqunrters Staff was 
due to non-impkmc111at ion or Modernisation or Government Programmes, 
unde rtaking less number or projl!CIS by the Kerala ln fonnalion Technology 
Mission. restriction in expenditure due to resource constra ints. 

T he savings under ' Food' was mainly due to non-payment of subsidy to Food 
Corporation of Tndia . 

The savings under ·urban De\'elopment' was due to non-issuance of c learance 
for the dra wa l of the nmount sanctioned to the Kerala Road Fund Board, 
non- requirement or funds earmarked for Loca l hotl ies since the amount was 
re leased directly to Kuclumbasree and less release of plan assistance to 
Munic ipalit ies/Corpora tions rur local an::a plan programmes. 

The majo r heads or account in which huge savings occurred under these 17 
grants are given in Appendix XII . 

Jn 30 cases savings exceeding Rs 5 ~rore or more in each case and a lso by 
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more than IO per cem ol the tota pro,·ision, amounted to Rs 1250.55 crore 
(Appendix X IIlJ. 

Similarly, of the total excess of R: .. .'07.85 cron..:, rhc major excess of Rs 925 
crore (71 per cent) occum.:d due to repayment of Publ ic debt including ways 
and means advances from Reser"\ I! Bank of India (Rs 506 crore). repayment of 
way and means advam;c from G.H·crnment of Jndiu (Rs 210 crore) and of 
earlier high cost loans under ·rkht "lWap Scheme' (Rs 167 crore). 

2.3.1 Per.'ii ... rellf .wn•i11gs 

In 15 cases. there wi.;;re persistent swings in excess of Rs I 0 lakh in each case 
and also 20 per cent or motl.. or the provision during the last three years 
(App~ndix XIV). 

2.3.3 Excess requiri11g re;:ult.ris. in11 

Exct!!)'.'i over provisio11 rt!lating ro p1 'Pfous years req1dri11g regularisatiou 

As per Article 205 or tlw < 'ollsti1 1ion of lnd ia, it i. mandatory fo r a State 
Government to get chc excess OVl , a grant/appropriation re):;.11.tlarised by the 
State Legislature I lowe' er, excess expendi ture amounting to 
Rs 2 164.30 crore for the years I 9"lJ-84 to 1985-86 nnd 1988-89 to 2002-03 
was ye1 to bL regularised a:-. (1r i 1gu:;t 2004 (Appendix XV). In addition, 
excess expcrn.l1tun; ur I's ! J07.85 .. on. that occurred <luring 2003-04 requires 
regularisa uo11 hns been ll\t11i..:·11cd b. .. l\\. 

, lllfJ/11/ f I ll (4 . R ) 11{1/!C'S 

Number nu.I 'l:imc of Gr:mf/,\1•1iro11r· .. ion 
Total Gran t/ Actual 

E:1.ress 
Aooro11ri:11ion ex oen<.li ture 

Revenue Voicd 
I Staie Lc1!1 .. l:nurc I 6lNOSOOO 1810977-10 12189740 

Ill Adm1111s1r.11ion or Ju .. ucc SC1:W .N 11011 '>10'>57333 -17033333 
v Al!rirull11r;1I lnromc la' and S:ilc' I ,1\ 598hS8001J <>28 1 U-135 29-125435 

XI Dismc-1 \d1111111~11 a11011 aml \lisl·cll-;1u:o11-; 12)-17(17(1()() 12'>5829987 -I I 122987 
'\V II EJucallon. SporK \n .mil Culture 300571)-170()(1 3127055"617 121860%17 
XIX Fam11\ \\cl f;m• '>70000000 11 20%2238 150%2238 

XLll l Comncnsa 11on ;iml l\ss1~111m:nls 705-100000 7318000()() 26-100000 -Revenue Churj\c<I 

II HcuJs ofS1.11cs. \ l1111s1cr.. JnJ hca,l411a11cr.; 2-l050<icKJO 246077880 5571880 Slaff 
Dehl Char~cs .lUC>R~h55000 3.1285717290 2207062290 

Capital \'oH:tl 
XII Police 'l48<J500() •J-11)07030 12030 

C-1111i1al Char1!1•tl 
Public Dehl Rc1,a\•111c111 l)J<J7()3-12000 103220387175 9250()-15175 

Totnl 1 SIJ9 13')72000 172992406725 13078.t34725 

Debt charges ~howed persistent exc:ess for the last liw years and Public Debt 
Repayment fo r the last two ycai -;. T hough supplementaiy provision was 
obrnined in the case of ni ne grantstUppropriat ions during the year, this was 
inadeq uate to cover the excess c\penditure. This indicated deficiency m 
budget fonm lf ation and fai lure to obwin adequate supplementa1y demands. 

2.3.:/ Original h11dge1 a11d supplementary pN>visio1t.\' 

Supplementary provisions (Rs 7257 19 crore) made during the year constituted 
33.30 per C(' llf of the original pro\ :sion (Rs 2 1777.92 crore) as against 26. 1 
per cent in the previous year. 
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1.3.5 U1111ecf!.vsarylexces.\·i11eli11acleq11t1tf! .v11pplcme11tary prollisio11s 

• Supplementary prcl\'ision of Rs 243.64 crore obtained in 29 cases 
proved unnecessary in \'iew of aggregate savings of Rs I 044. 97 crore 
(Appendix XVI). 

• rn 18 cases. against add itional requirement of Rs 2253.36 crore, 
supplementary grant or Rs 2705.22 crore was obtained 
savings in each case exceeding Rs I 0 lakh. 
Rs 451.86 crorc (Appendix XVII ). 

resulting in 
aggregating 

• In 8 cases supplementa ry provision of Rs 4298.07 crore proved 
insufficient by more thnn Rs I 0 lakh each leaving an ag1:.rregate 
uncovered excess expenditure of Rs 1290.10 crore (Appendix XVIII). 

1.3.6 Per.\istcm exces.v 

Persistent excess occurred under the appropriation ' Debt Charges' for the last 
fi ve years as shown below: 

Ycnr 
Execs~ expenditure und percentage 

(Ruvecs i11 aQre) 

1999-2000 209.66 (1 2) 

2000-0 1 263.89 ( 13) 

2001 -0:! 76 75 ( ~ ) 

2002-03 327.00 ( 12) 

2003 -0~ 229.71 (7) 

The inability of the Finance Department to provide adequate funds in the 
Budget under the appropriation or restrict the expenditure to available 
provision despilc persistence of excess continuously reveals deficient financial 
management. 

2.3. 7 Exce.\·.,·ive/111111eces.wtry reappropriatio11 of fimds 

Reappropriation is transfer of funds between primary units of appropriation 
within a grant or appropriation before the close of the financial year. Details of 
cases where withdrawal or augmentation of provision of funds in excess of 
Rs 50 lakh proved excessive or resulted in savings by over Rs 50 lakh in each 
case are mentioned in Appendix XIX. 

2.3.8 A11ticipated .rn11i11g.\· 1101 s11rre11dered 

According to rules, the spending departments are required to surrender the 
grants/appropriations or portion thereof as and when the savings are 
anticipated to the Finance r>cpartment. 

In 16 cases. the amount of available savings of Rs 5 crore and above in each 
case not surrendered. aggregated to Rs 497.79 crore. Failure of these 
departments to surrender such huge savings revealed improper monitoring of 
expenditure against budget provision and poor budgetary management. Details 
are given in Appendix XX. 

Out of the total surrendered amount of Rs 1289.60 crore 
(70 cases), Rs 1280.33 crore (65 cases) was surrendered on 31 March 2004 
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indicating gross disregard of rules and procedures of financial control over 
expenditure. 

2.3.9 S1trre11der ill excess of actual savi11gs 

Jn 12 cases the amount surrendered was in excess of actual savings indicating 
inadequate budgetary control. As aga inst the actua l savings of Rs 352.02 crore 
in these cases the amount sutTendered was Rs 385.25 crore, resulting in excess 
surrender of Rs 33.23 crore (Appendix XXI). 

J2.4 Unreconciled expenditure 

Depa1tmental figures of expenditure are required to be reconciled every month 
with those in the books of Accountant General (Accounts and Entitlement) in 
order to enable the departmental officers to exercise proper control over 
expendirure and to detect fraud and defa lcations. if any, at an early stage. 
The reconciliation was in arrears in many departments. Out of 156 Controlling 
Officers who were required to reconcile thei r accounts for the year 2003-04, 
only 48 have reconciled the expenditure for the whole year, 31 have partia lly 
reconciled the expenditure for the year and 77 have not reconciled the 
accounts of even a single month of 2003-04. As of September 2004, 2437 
monthly reconciliation certificates were due from 122 Controlling Officers for 
the period 1997-98 to 2003-04, as detailed in Appendix XXII. 

J2.s Rush of expenditure 

Under 16 Major Heads of account, more than 51 per cent of expenditure was 
incurred during the last quarter of the financial year. In these cases 34 to 100 
per cent of the expenditure was incurred only in the last month of the financial 
year. Details are given in Append ix XXIII. 

Since State Legislature approves the budget for a financial year for meeting 
the disbursements during that year and not for subsequent years, large amounts 
of funds released to implementing departments/agencies in March canno1 
constructively be spent during the year. Drawal/release of funds at the fag end 
or the financial year is indicative of deficient financial management. 

12.6 Other topics of interest 

2. 6.1 Double drmva/ of Rs 2. 64 crore 

Government released Rs 70.54 crore (27 March 2004) towards Vehicle tax 
compensation for the year 2003-04 to be distributed among the local bodies. It 
was specified in the order that the Director of Panchayats (DP) and Director of 
Urban Affairs (DUA) wou ld draw the amounts and transfer credit the same to 
the accounts of the respective local bodies in the treasuries. DUA drew 
Rs 14.93 crore payable to the 53 Municipalities, 5 Corporations and Kannur 
Cantonment from Sub Treasury, Vellayambalam on 31 March 2004 and kept it 
in his Personal Deposit Account, pending ways and means clearance from 
Government. Out of Rs 14.93 crore, Rs 2.64 crore was the share of the 
Cochin Corporation. In May 2004, DUA obtained ways and means clearance 
and sent the amount by Demand Drat1s to the local bodies. including Cochin 
Corporation. 

32 



Chapter II - Allocntive Priorities and Appropriation 

The Secretary, Cochin Corporation, however, withdrew Rs 2.64 crore from the 
District Treasury, Emakulam by transfer credit to Personal Deposit (PD) 
Account of the Corporation on 31 March 2004 disregarding the instructions of 
Government that the amounts would be drawn and distributed by the DP and 
DUA. Thus there was a double drawal of Rs 2.64 crore. 

As the Secretary, Cochin Corporation was not authorised to draw the amount, 
the action of the Treasury Officer in allowing the drawal and transfer credit of 
the amount to PD Account was irregular. The amount thus unauthorisedly 
drawn from the treasury in March 2004 has not been refunded by the Secretary 
so far (September 2004). 

The DUA stated (September 2004) that the Secretary, Cochin Corporation had 
been instructed to refund the amount at once and that action would be taken 
against the officer responsible for the irregular withdrawal of the amount from 
the treasury. Further developments are awaited (September 2004). 

2. 6.2 F1111ctionillg of Treasuries 

The Treasuries in Kerala are functioning under the administrative control of 
the Director of Treasuries (Director). During 2003-04 there were 23 District 
Treasuries and 166 Sub Treasuries and Accountant General (Accounts and 
Entitlement) (AG) conducted inspection of 22 District Treasuries and 116 Sub ... 
Treasures during the year. The major irregularities noticed are mentioned 
below. 

Excess payment of pension 

Excess payment of pension of Rs 6.90 lakh in 337 cases in 80 treasuries were 
noticed during 2003-04 due to (i) wrong calculation of revision of pension 
based on orders issued in 1998 (Rs 1.05 lakh), (ii) non-reduction of family 
pension after expiry of stipulated period (Rs 2.50 lakh), (iii) non-reduction of 
comm~ted value of pension from basic pension, payment of ineligible festival 
allowance, incorrect calculation of dearness relief, etc., (Rs 3.35 lakh). Details 
are given in Appendix XXIV. 

Fraudulent witltdrawa/ 

According to the provisions of Kerala Account Code, the Treasury Officer 
should send the List of Payments to AG with all the supporting vouchers and 
schedules. While compiling the accounts for December 2003 it was seen that 
one GPF voucher was missing and the matter was referred to the Sub Treasury 
Qfficer (STO), Vellayambalam. The STO reported (February 2004)-that the 
missing voucher related to a fraudulent withdrawal of Rs 9.65 lakh. The case 
is under police investigation. 

No11-reconciliatimi of Savings Bank Accounts 

As per Treasury Savings Bank Rules, ledger balance of each month has to be 
reconciled with the balance in the extract register in respect of Savings Bank 
Accounts so as to detect wrong posting, unauthorised credit/debit, etc. The 
inspection conducted during 2003-04 revealed that the reconciliation was not 
done in District Treasuries at Cherpalassery, Kasaragod, Kannur and 
Muvattupuzha and Sub Treasuries at Koothuparamba, Chelakkara and 
Chengannur. 
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Retention ofcaslr in excess of maximum limit 

The maximum amount of cash which can be retained per day in each treasury 
is prescribed by Government from time to time. Out of the J 38 treasuries 
inspected during 2003-04, cash balance retained in excess of the prescribed 
limits in 59 treasuries ranged from Rs 1.54 lakh to Rs 1.20 crore as detailed in 
Appendix XXV. 

Improper mai11te11a11ce of Appropriation Co11trol Registers 

According to Rule 444 of Kerala Treasury Code (KTC) Volume I 
Appropriation Control has to be exercised at treasury level for specified items 
in respect of 15 departments. Improper maintenance of Appropriation Control 
Register resulted in payment of Rs 33.83 lakh in excess over the allotment in 
75 cases as indicated in Appendix XXVl. 

Departme11tal l11spectiou 

According to the provisions of KTC, the Director has to inspect each District 
Treasury at least once every year and arrange inspection of Sub Treasuries at 
least once in two years by any other officer not below the rank of District 
Treasury Officer. During 2003-04, the Director conducted inspection of 8 
District Treasuries and arranged inspection of 39 Sub Treasuries as against the 
requirement of 23 District Trcasmies and 83 Sub Treasuries. Thus there was 
sho11fall in inspection of 65 per cent in District Treasuries ,and 53 per cent in 
Sub Treasuries. 
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CHAPTER III 

PERFORMANCE REVIEWS 

SCHEDULED CASTES AND SCHEDULED TRIBES 
DEVELOPMENT DEPARTMENT 

3.1 lntegrated Audit of the Department for Development of 
Scheduled Castes 

HigllUgllts 

The Scheduled Castes (SC's) are a 11011-/10moge11ous spatially dispersed 
cv11111111ni~1 ·. Accordiug to the 100 I census the SCs co11stillfte I 0 per ce11t of 
Swte 's pop11la1io11. Several Schemes such as Post-matric scholarships. Pre­
e:w111im11ion Trai11ing Centres. /vfotor Driving course etc. aud Centrally 
Sponsored Schemes are i111ple111e11ted mainly by the SC' Developme11t 
Department for the welfare and development of the SC community. A11 
i11tegratecl audit offunctio11i11g of the department revealed several deficiencies 
such as L/l/{ler ulilisatirm of fimds. non i111pleme11Jatio11 of Agricultural Land 
Purdwse Scheme. conducling Computer /raining courses without assessing 
the suitahility of the courses and i11stitutio11s. delay in disbursement of 
i111111edi(ffe assista11ce 10 victims of atrocities. etc.. in Jhe impleme11tation of the 
ll'e/jare sche111es for the social 11pl(f!ment of the SC community. 

,. Funds of Rs 147.40 crore provided dur ing 1999-2004 for 
implementing various schemes for the benefit of SC population were 
not utilised. 

(Paragraphs 3.1.6 - 3. 1. 7) 

>- Government's decision in March 1997 to conduct a comprehensive 
survey of SC population to prepare a database for planning future 
developmental process was not implemented even after a lapse of 
seven years. 

(Paragraph 3.1.35) 

,.. Under Special Central Assistance to Special Component Plan 85 per 
cent of GOI funds (Rs 15.96 crore) received by the Director during 
1999-2002 for the welfare vf the SCs remained unutilised. 

(Paragraphs 3. 1.13 - 3.1.24) 

r Despite the availability of funds, tools and furniture were not 
provided in 9 ITCs resulting in non-approval of courses by NCVT 
and 997 students, who com1>lcted the courses were deprived of 
National Trade Certificate. 

(Paragraph.<1 3.1. 18 - 3.1.19) 
,.. Department claimed and obtained Rs 6.96 crorc in excess from GOl 

towards maintenance allowance/tuition fee. 
(Paragraphs 3.1.10- 3. 1.13) 

,.. An amount of Rs 16.72 crore meant for implementing Agricultura! 
Land Purchase Scheme was kept by Kerala State Development 
Corporation for Scheduled Castes and Scheduled Tribes Limited for 
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the last three years as the scbeme was taken up without assessing its 
feasibility. 

(Paragraphs 3.1.38 - 3. 1.40) 

~ Computer training through various institutions was conducted 
incurring an expenditure of Rs 7.87 crore without preparing a project 
report and assessing the suitability of the courses and institutions. 

(Paragraphs 3.1.25 - 3.J.28) 

}> The impact of various t.-aining programmes imparted by the pre­
examination training centres incurring an expenditure of Rs 80.72 
lakh was not evaluated. 

(Paragraphs 3.1.14-3.1.16) 

}> Investment of Rs 2.73 crore on purchase of Shop rooms in Kairali­
Sree Theatre Complex at Thrissur without assessing the demand was 
not prudent. 

(Paragraplts 3.1.31 - 3.1.34) 

)'- There was delay of more than one year in disbursing the immediate 
assistance to victims of atrocities against SC people. 

(Paragraphs 3.1.41 - 3.1.44) 

Introduction 

3.1.J The population of Scheduled Castes (SC) in Kerala State is 31 .24 
lakh (2001 census) which is I 0 per cent of total population. The literacy rate 
among SC ( 1991 census)11 is 80 per cent against 90 per cent for the whole 
State. Schemes for the welfare and development of SCs are implemented 
mainly by the SC Development Department. There are State schemes such as 
Post-metric scholarships, Pre-examination Training Centres, Motor Driving 
course etc. and Centrally Sponsored Schemes of Computer training 
programme, schemes financed by pooled/corpus fund and Special Central 
Assistance for Spec ial Component Plan. TI1e SC Department a lso extends 
educational concessions to the students of other eligible and backward 
communities and economically weaker sections of forward communities. 

Objectives of tire department 

3.1.2 The objective of the department is to evolve and implement various 
develop.mental activities in the socio-economic and educational field for the 
integrated development of SC population with a view to bring them up at par 
with ot~~rs. 

Orga/{isational set up 

3. l.3 The Department of SC Development is headed by the Secretary 
at Government level and the Director is the Head of the Department. The 
Director is assisted by the Additional Director, Chief Planning Officer, and 
other officers"' at Head Quarters/Region/District/Block Level. 

• Liieracy ra1c as per 2001 census nol available 

~ Adminislrative Oflicer ( I). Fin:mce Oniccr (I). Joint Direc1ors (4). Research Oflicer (I). Oepu1y Dil\."'Ctors (2). 
D1s1rict Development Ollicers ( 14) and Schcdukd C':is1e Oi:velopmen1 OOkers at Block level ( 155} 
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A udit Objectives 

3.1.4 The objectives of Audit were mainly to examine whether: 

,, Educational programmes were being implemented in an effective 
and efficient manner and assistance due from GOJ was preferred 
and claimed in a timely manner 

, Schemes for economic benefits of the SCs were implemented after 
proper study and planning and the benefit reached the targeted 
group 

);;- The State discharged its obligations under Prevention of Atrocities 
Act, 1989 and Protection of Civil Rights Act, 1955 to protect the 
SC populace and rendered assistance as specified in these Acts 

>-- Adequate internal controls were exercised over the use of resources 
and implementation of the schemes 

Audit Coverage 

3.1.5 A test check of the records pertaining to the period 1999-2004 at 
Government Secretariat, Directorate, 4• (out of 14) District SC Development 
Offices and 36 (out of 155) SC Development Offices at Block level was 
conducted during January- May 2004. 

Financial Management 

3.1.6 The details of budget provision and expenditure for the period 
1999-2004 were as under: 

(Rupees i11 crore) 

Year lludj:el pro' U.loo F.irpeudltllre 
(-) Savlllp Perce.cace of 
(+) Eireeu 1nl•£1 

1999-2000 197.51 178.46 C-)19.0S 10 
2000-0 1 191.11 177.61 (·)13.50 7 
2001--02 148 73 110.99 (-)J7.74 2S 
2002-03 235.29 235.48 (+) 0.19 -
2003-04 255.77 178.47 (-)77.30 30 

Tntal 1028.4 1 881.01 (-)147.40 

3.1.7 Large savings under several heads of account indicating excessive 
budget provision or laxity in utilisation of the grant were noticed. The 
percentage of savings on major items (vide Appendix XXVll) ranged 
between 20 and 90 per cent during 1999-2004; the reasons for which have not 
been explained. However, it was noticed in Audit that: 

• When the funds meant for various schemes are drawn from treasuries it 
is treated as expenditure under the schemes. Ho.~ever, in actual 
practices these are kept in Treasury Public (TP) Accounts for 
utilisation during subsequent years. The amount thus av'ailable in the 
TP Account as of 31 March 2003 was Rs 43.5 1 crore. As Government 
issued (March 2003) orders freezing TP Accounts this amount was 
surrendered in June 2003 and therefore the funds intended for 
implementing several schemes# for the benefit of SC population could 

• Thiruvananthapuram. F.makulam. l':llak~:ul & Knzhikode 
' Purchase of tools and C1.tu1pments for ITCs (Rs 0. 79 crore). purchase of computer (Rs 0.33 crore). functioning of 

model residential schools (Rs 0.33 crorc). Mythn complete housmj! scheme (Rs 29.19 crore). Housing scheme for 
land less (Rs 1.26 crorc). Special Central Assisrnnce to Special Component plan (Rs 9.61 crore) and IS other schemes 
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not be utilised. 
• Out of this Rs 5.43 crore was drawn (Rs 3.69 crore by demand draft 

and Rs 1.74 crore in cash) in March 2003 by 15 Drawing Officers of 
the department. The demand drafts were for value ranging from 
Rs 2.44 lakh to Rs 2.18 crore. Subsequently Rs 3.94 crore was spent 
during April - June 2003 and balance of Rs l.49 crore was refunded to 
Government account. The practice followed in the above two cases 
would tantamount to circumventing the Legislative control over 
budgetary grant. 

Programme Management 

Educational Programmes 

3.1.8 The department was providing educational assistance from pre­
primary level to Doctoral level. There were 14 schemes for giving assistance 
to SC students. The expenditure for these schemes during the period 
1999-2004 was Rs 154.99 crore against the provision of Rs 161.33 crore. 

3.1.9 Deficiencies in implementation of various Educational Schemes 
such as reimbursement of tuition fees, training in unrecognised institutes, 
functioning of pre-examination centres, expenditure on units of various 
training centres which are not recognised, absence of monitoring of education 
in parallel colleges and extra expenditure in purchase of rank files, etc., are 
indicated below: 

Excess claim towards Post-matric Sclrolarslrips 

3.1.JO The objective of the scheme was to provide financial assistance to 
SC students studying for recognised post matriculation courses, including 
professional and technical courses, in recognised institutions. GOI provides 
100 per cent assistance for expenditure over and above the level of committed 
liability i.e., the expenditure at GOI rate incurred for the last financial year of 
a five year plan of the State. The department paid assistance to SC students at 
the rate prescribed for State scheme ~nd claimed reimbursement at the rates 
prescribed by GOI. Scrutiny revealed that State Government claimed and 
obtained from GOI scholarships for more students than actual strength and 
also fee at higher rates. 

3.1.11 The claim for post-matric scholarships were based on student 
strength. For the year 2001-02 in respect of class XI, XII and graduate level in 
Arts and Science colleges against the actual strength of 50000 as reported by 
DOOs the department claimed scholarship for 69126 students. The 
maintenance allowance thus received in excess from GOI was computed as 
Rs 1.88 crore. 

3.1.12 In the case of fees, GOI would reimburse tuition and other 
compulsory fee. Jn Kerala, though, education upto class XII was free, special 
fees and examination fees upto Rs 350 were charged for class XI and XH. For 
graduate level courses tuition fee was Rs 300 and other fees Rs 430. In the 
proforma for claiming reimbursement from GOI, however, the department 
claimed at the rate of Rs I 000 for class XI and XII and at the rate of 
Rs 1400 for graduate level courses. The excess fee thus received from GOI 
was Rs 5.08 crore. 
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3.1.13 Thus owing to the excess claim as above for the year 2001-02, i.e., 
the last financial year of 9111 Plan period, the committed liability of the State for 
the l01

h Plan period fi xed by GO! was higher by Rs 6.96 crore. As GOI would 
reimburse only the expenditure over and above the committed liability, this 
would result in corresponding reduction in reimbursement by GOI for the next 
five years. 

Deficie11cies i11 fi111ctio11illg of Pre-exami11ufio11 Traiuing Ce11fre.~ (PETCs) 

3.1.14 The department operates PETCs at Thiruvananthapuram, 
Emakulam and Kozhikodc with the objective of providing effective coaching 
to SC/ST students who were appearing for various competitive examinations. 
The expenditure incuned on training by these centres during the period 1999-
2004 was Rs 80. 72 lakh. During 1999-2004 the PETCs conducted 69 short 
term courses for various competitive examinations, besides regular course of 
stenography of two year duration. All the 2667 students who attended the 
courses were paid stipends at rates varying from Rs 100 to Rs 400 per month. 

3.1. IS For short term job oriented courses no calendar for training was 
prepared nor any target in respect of course/trainees were fixed . For the 
stenography course students were admitted once in two years. During the 
period 1998-2004. 279 students were admitted for the courses in the three 
centres. But the centres did not have any information on the number of 
students who had appeared and passed the Kerala Government Technical 
Examinations conducted at the end of the course. In view of this the 
usefulness or impact of the training given by the centres was not ascertainable. 

3.1.16 Even though the centres incurred an expenditure of Rs 80.72 lakh 
during the period 1999-2004 for various training programmes the benefits 
derived and the impact of the training programme on the targeted group were 
not evaluated by the department. 

Traini11g i11 1111recog11ised lud11.-;trial Trai11i11g Ce11tres (ITCs) 

3.1.17 There were 41 TTCs under the department and training was given 
to students in various trades e.g., Electrician. Electronics, Mechanic, 
Draughtsman. Surveyor, etc . Trainees in the ITCs which had the approval of 
the National Council for Vocational Training (NCVT) and who pass the All 
India Trade Test were issued with NCVT Certificate. 

3.1.18 The expenditure of the ITCs was Rs 7.32 crore only against the 
total allotment of Rs I 0 . 13 crore during the period 1999-2004. Due to lack of 
tools and furniture NCVT did not give approval for 23 units in 9 ITCs. 
Though funds were available no action was taken to provide necessary 
infrastructure in the ITCs. Due to non-recognition of these units in the ITCs 
997 students who completed the one year course (475) and two year course 
(522) during 1999-2004 were deprived of the Certificates awarded by NCVT. 

3.1.19 Tht: Director stated (October 2004) that action has been taken to 
provide all facilities in 4 I ITCs for getting the NCVT affiliation during the 
year 2004-05 itsdf. 
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Non-asse!)·sme11t of be11efits inte11ded to SC students i11 parallel colleges 

3.1.20 Government accorded (September 1995) sanction for payment of 
educational concessions to SC students in parallel colleges· at par with the 
regular colleges. Consequent on delinking of Pre-degree courses (PDC) from 
the colleges, the benefit was extended (July 2000) to students undergoing 
studies in Plus Two Courses in parallel Colleges also. The department incurred 
an expenditure of Rs 11 .81 crore towards tuition fees and stipend to srudents 
studying in parallel colleges in 9 districts of the State during 1999-2004. 
Though Government had directed the department to keep a record of students 
who underwent studies in the parallel colleges and was successful in the 
terminal examination. no such record was maintained. 

3.l.21 In the absence of any kind of monitoring, the benefits, if any, 
derived by the students by the assistance given to pursue studies in parallel 
colleges remained unassessed. 

Extra expenditure on p11rclra.~e of ra11k file 

3.1.22 With a view to increase the pass percentage of SC students in 
SSLc• examination Government decided (May 2003) to supply them rank 
files containing questions and answers of previous years. Out of eight 
quotations received from the Publishers, the {)irector selected four and sent 
them for quality assessment to SCERT'. It was seen that the SCERT 
completed the assessment of the four books having questions and answers on 
six subjects within one day (15 July 2003) and sent the reports to the Director 
on the very next day ( 16 July 2003 ). Based on this assessment and under 
orders of Government the Director purchased 30,000 copies of the book 
published by a firm in Thiruvananthapuram at the quoted rate of Rs 320 per 
copy with 35 per cent discount (Net price Rs 208) at a total cost of Rs 62.40 
lakh. While selecting the firm the Director ignored the quotation of another 
firm which had quoted a price of Rs 160 with 30 p er cent discount (Net price 
Rs 112) which al so contained questions and answers of previous years though 
not titled as rank file. The honourable High Court of Kerala while disposing 
of a -petition filed by the firm who quoted the lowest rate had held (November 
2003) that as the book contained only questions and answers of the previous 
examinations, the action of the Director in ignoring the lower priced book was 
not in the best interest of Government. This had resulted in an extra 
expenditure of Rs 28.80 lakh. 

Economic Development Programmes 

Special Central AssL~ta11ce to Special Conrpone11t Plan 

3.1.23 Special Central Assistance to Special Component Plan (SCA to 
SCP) is a cent per cent Centrally Sponsored Scheme implemented in the States 
and Union Territories. The main objective of the scheme was to give thrust to 
the economic development programmes for the Scheduled Caste people with 
reference to their occupational pattern and thereby increase their income. 

• Priva1e cen1res co:ichini: 1he s1uden1s for vanous e.umina1ions cooducled by Boardslllniversilies 
• Secondary School u-:iving Cenifica1e 
• S1a1e Council for Educaiion. Research Jnd Tr:iinonii 
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3.1.24 During the three years 1999-2002, o ut of Rs 25.97 crore received 
from GO! towards SCA ro SCP Rs 18.67 crore were entrusted with the 
Director. C development for implementing various schemes. Out of this the 
department spent only Rs 2.71 crore mainly fo r computer training, 
construction of buildings for hostel etc. Out of the remaining Rs 15.96 crore, 
Rs 6.36 crore was not drawn and Rs 9.60 crore though drawn and deposited in 
TP account was suITendered in June 2003 consequent on freezing of TP 
account Thus 85 per cent of GOI funds was not utilised for the welfare of 
SCs and as a consequence GOI had not released any amount during 2002-04 
under the scheme. 

Irregularities i11 Computer trainillg programme 

3.1.25 During November 2002 to March 2003 the Director issued orders 
for taking up various computer training programmes under SCA to SCP. 
These programmes were, however, taken up without preparing a project 
report. The Department spent Rs 7 .87 crore for the programme. 

3.1.26 As per records maintained by the department, 12709 students in 11 
districts were g iven training in various computer courses like PGDCA, DCA. 
MS Office, DTP, Unix, DOA etc. The fees paid varied from district to district 
and also among institutions. Advance of Rs 7.72 crore amounting to 75 per 
cent of the course fee was sanctioned to training ins titutions. Of this Rs 5.68 
crore was paid to 24 franchisees of ET & T Corporation who were to tra in 
8755 students in various courses. ft was revealed in Audit that: 

• 

. . 

No project report/action plan detai ling number of students to be trained, 
courses to be selected, job potential of these courses, mode of selection 
of institutions, etc., was prepared and no administrative sanction was 
issued by Government. 

There was no evidence in the files to show that selection of institutions 
and s tudents were made on the basis of any prescribed criteria or after 
observing any procedure. Tn six• institutions it was found that the 
institutions themselves admitted 1835 students without the approval of 
the department and the fee paid by the department in respect of these 
students was irregular and resulted in an unintended benefit to the 
institutions. 

• The courses were selected on the basis of recommendations of the 
institutions. The Department did not evaluate the courses viz., its job 
potential, approval by Government/U niversity, duration of the course, 
fee structure. etc especially with reference to similar courses conducted 
in institutions like LBS. fHRD11e tc. 

• In the original proposal of ET & T, the fee for two year PGDCA course 
was Rs 22500. But 658 students were admitted by 15 franchisees of the 
Insti tution for a shorter term course of PGDCA of one year at a higher 
fee of Rs 23085. However the fee charged by LBS for a similar course 

• Kodulodc. V:>1falnr.i. P:i1hanam1h111n. R:mn1. Thodupuzho :md A1hm:ily 
Llll 1.JnhaJur Sha~thn Cc111re lnr Science and 1 ec:hnoloi;y. lru.1i1ute of I luman Resources De>e:lo1>mem • 
/\ulonomous 111~111u1es under Govcmmenl 
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was only Rs 18000. The reduction of the duration of the course from 
two year to one year wou ld obviously affect the quality and standard of 
the course and give undue monetary benefit to the fra nc hisee. 
Moreover, these courses were not recognised by Universities/State. 
Though Mis. K.ELTRON Limited, a State Government Undertaking. 
had offered to conduct the courses recognised by certain Government 
departments, at a lesser fee of Rs 15500, the offer was not considered. 

• As per the guidelines, students are eligible for the scholarship if the 
computer courses are recognised by State/University. The department, 
however, advertised that students were e ligible for scholarships and 
disbursed Rs 19.98 lakh in four districts to students of computer courses 
w hich were not recognised by State/University. The Director reported 
that on a rough estimate, based on the number of students admitted to 
the various courses in the 11 districts, Rs 2 .17 crore more was payable 
to the students. 

• O ne franchisee of ET & T Corporation in Sasthamkotta was empanelled 
in October 2002 for conducting computer training courses. But 
Rs 58. 1 I lakh was released during January 2002 to January 2003 
towards course fee of three computer courses which were to be 
completed by December 2002. For completion of the one year course 
in December 2002. admission shou ld have been done by January 2002 , 
much before the institution was even empanelled. In view of this, 
genuineness of the amount claimed/paid is doubtful. 

• Government issued orders (2 July 2003) to stop the tra ining programme 
as the selection of institutions and courses was not according to nonns 
and the training programme was not as per the direction of the 
Government. Disregarding the direction, Director disbursed ( 14 July 
2003) an amount of Rs 13.06 lakh to two institutions in Kollam district 
probably to help them. 

3. l .27 It was noticed that the entire scheme was taken up without 
preparing a project repo1t and the programmes were not c losely monitored at 
district level. In a letter to Government (May 2004) the Director admitted that 
the courses were sanctioned by the Director and funds were released to the 
institutions without the knowledge of district officers and without executing 
any agreement with the institutions. Consequently the district officers were 
unaware of the number of training programmes sanctioned for implementation 
in their districts. According to the Director. the files relating to these 
programmes were not kept as per mies and some of the files were missing or 
not traceable and as such he was not taking responsibility for accuracy of the 
figures reported. 

3.1.28 The Director further stated (October 2004) that the matter was 
being investigated by the Vigilance a nd Anti-corruption Bureau. 

Other trailli11g courses 

3. l .29 Department issued orders during 2002-03 sa nctioning various 
courses in four institutions on Beautician, X- ray Welding, Auto Electrician, 
Aluminium Fabrication, Accounting and Taxation, Post Graduate Diploma in 
NGO Management and Wiremen ( total 260 students). Seventy five per cent 
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of the course fee amounting to Rs 15.23 lakh was disbursed to training 
insti tutions to whid1 the courses were entrusied. Scrutiny of the records 
revealed that there were no specific norms for selection of institutions. GOI 
guidelines prescribes that there should be a mechanism to ensure whether the 
students who completed the courses received any placement either in waged 
employment or in self-employment. But no mechanism has been evolved so 
far (October 2004). 

t.lotor Dril!i11g Course 

3.1.30 A scheme to give traini ng to Scheduled Caste youths to get licence 
to dri ve Light Motor Vehicles (LMV)/Heavy Motor Vehicles 
(HMV)/Autorickshaw and to enable them to get employment as Transport 
Vehicle Drivers was implemented during 2001 -03. Six districts• were 
selected for the scheme. During 2001-02 against the allotment of Rs 0.58 
lakh no expenditure was incurred. However, against the allotment of Rs 120 
lakh in 2002-03, Rs 65.14 lakh was spenl. It was found that against 3724 
persons targeted for training during 2002-03, 2796 persons (75 per cent) were 
trained and 688 trainees got licence. It was also noticed that: 

•!• Government had fixed (September 2002) course fee at Rs 1200/- for 
Motor Driving course . At this rate the course fee to be paid for 2796 
trainees worked out to Rs 33.55 lakh only whereas the department paid 
Rs 65. 14 lakh towards course fee which lacked justification. 

•!• Out of total trainees. 1700 (61 per cent) were in Kollam District, where 
course fee of Rs 35.89 lnkh was paid to 10 motor driving schools. But 
the eligible stipend of Rs 600 each was not disbursed to any of the 
trainees and there arises a doubt as to the genuiness of the training 
imparted. 

•!• In Kasaragod distric t though Rs 17.30 lakh was paid to a Society for 
giving training to 500 students in LMV/Autorickshaw Driving License 
Course, it gave training to 40 students only at a cost of Rs I .27 lakh. 
The Balance amount of Rs 16.03 lakh has neither been refunded by the 
Society though the training was stopped (March 2004) nor the 
department has taken any action to recover the amount. The Director 
stated (October 2004) that a strict direction had been issued to the 
District Officer to remit in the treasury the balance amount retained by 
the Society. 

Facility for SC entrepreneurs 

P11rclrase of ready built shop rooms i11 Kairali - Sree Theatre Complex at 
Tlr ri.\".\' ll r 

3.1.31 Mention was made in the Report of the Comptroller and Auditor 
General of India (C'nmmercial) for the year ended 31 March 2000 regarding 
non-occupation of 28 shop rooms. constrncted in 1997 by Kerala State Film 
Development Corporation (KSFDC). costing about Rs 2.13 crore remaining 
unoccupied. 

• Th1mrnnan1hapurJm. Kollam. Ala1>pu1ha. llmssur. K:ii.:imi;1><l anJ Way~nad 
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3. t .32 Based on a proposal (July 2002) of KSFDC, the department paid 
(November 2003) Rs 2.73 crore to KSFDC towards cost of 28 shop rooms 
having areas ranging from I 03-207 sq.ft. in the first floor of the Kairali-Sree 
Theatre Complex at Thrissur. The cost of each shop room ranged between 
Rs 8.24 lakh and Rs 20.30 lakh. 

3 .. t.33 The shop rooms were intended to be leased out to SC/ST persons 
having ample entrepreneurial skill for business. Though the department was 
aware of the fact that there was no demand for these shop rooms for the last 
six years, it ventured into the project without assessing the demand for shop 
rooms by SC entrepreneurs. It was also seen that the department had not 
conducted a va luation of the asset before acquiring it. The department paid 
Rs 2. 73 crore against the cost of Rs 2.13 crore apparently to help KSFDC to 
tide over its financial crisis. 

3.1.34 The department stated (October 2004) that the majority of SC 
population in the State live below poverty line and as such they are unable to 
raise any type of collatera l security for obtaining loan to take up any venture. 
Thus the department's dec ision to invest Rs 2.73 crore on this was 
not prudent. 

Social Upliftment Programmes and Welfare Schemes 

Comprehensive survey of SC ho11selzolds 

3.1.35 Government felt the need for preparing a database to assess the 
impact of various schemes implemented on the living conditions of the SC 
population as well as for planning future developmental process and 
accordingly issued orders (March 1997) to conduct a comprehensive survey at 
a cost of Rs 75 lakh to bring out the socio-economic status of SC population. 
It was also stated that the census figures did not give much infonnation on the 
economic status and problems of the SCs. Even though the department spent 
(March 1998) Rs 1.90 lakh on preliminary works, the survey has not been 
sta rted even after a lapse of seven years (May 2004). The Director stated 
(October 2004) that the survey activities had invited serious threats and 
agitalions and hence after conducting discussion by the Minister with the 
leaders of various socio-political organisations it was decided to abandon the 
programme. Thus the survey which was considered essential for proper 
planning of the schemes and to ensure that the various benefits were 
judiciously distributed among Lhe targeted group did not materialise. 

Sch eme for /10 11ses to /1011sele.\·s 

3.1.36 The SC department allotted (January 2002) Rs 18.50 crore to 14 
districts towards assistance at the rate of Rs 35000 each payable in four 
instalments to SC families having income below Rs 18000 for construction of 
5286 houses during the year 2001-02. The assistance was enhanced to 
Rs 70000 for the year 2002-03. For the year 2002-03 the physical target was 
13927 and Rs 97.49 crore was allotted to the 14 districts (January 2003 and 
February 2003 ). 

3.1.37 The assistance was to be re leased in four instalments. The first 
instalment was to be released as advance and the subsequent releases were to 
be made based on progress of construction. According to information 
received from 8 districts it was seen that only 6290 of the houses targeted for 
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comple tion d uring 2001-03 were completed as of March 2004, though the 
scheme provided construc tion of I 0077 houses within six months. It was also 
seen that in these districts 184 persons who had received Rs 17.69 lakh had 
not c laimed the second instalment indicating that the construction was not 
started. The department sta ted that revenue recovery action wou ld be taken to 
recover the amounts. 

Agricultural la11d Purchase Sclteme 

3.1.38 Under a scheme for providing assistance to Scheduled Caste 
families for purchase of agricultural land the department released Rs 20.80 
crore during 1999-200 I. The scheme was to be implemented by the Kera la 
State Development Corporation for Scheduled Castes and Scheduled Tribes 
ltd (Corporation). Each family satisfying the prescribed qualifications was 
enti tled to Rs 1.5 lakh as assistance out of which Rs 0.50 lakh was subsidy 
from Government. The balance amount was to be provided as loan by the 
Corporation. A total of 1535 persons were given assistance under the scheme. 
It was seen that 80 per cent of the funds amounting to Rs 16. 72 c rore were 
lying unutilised with the Corporation as of July 2004. 

3.1.39 The Corporation s tated (July 2004) that the shortfall in 
disbursement was due to non-release of any proportionate a llocation for loan 
obligation. Releases of funds by the department without deciding on the 
source of loans to the beneficiaries and failure in assessing the feasibility of 
the scheme has resulted in the funds remaining idle with the implementing 
agency. 

3.1.40 The Director stated (October 2004) that the department has only a 
role to draw the amount from treasury and credit it into the TP account of the 
Corporation and that the department had no power or right to assess the 
feasibi lity of the schemes being implemented by the Corporation . 

Implementation of Statutes for the welfare of SCs 

Jmple111e11tatio11 of SC/ST Preve11tio11 of Atrocities Act, 1989 

3.1.41 Under the SC/ST Prevention of A.trocities Act. 1989 (PA Act) and 
the SC/ST Prevention of Atrocities Rules, 1995 (PA Rules), the State 
Governments were required to underta~ various measures such as providing 
adequate faci lities including legal aid,i[ravelling and maintenance expenses to 
victims and witnesses, setting up of committees at different levels for 
formulation and implementation of such measures and relief and rehabilitation 
to victims/dependents of atrocities against the members of SC and ST by other 
communities. During 1999-2004, against a provision of Rs 34 Jakh for the 
implementation of PA Act, the expenditure was Rs 23.08 Jakh registering a 
saving of Rs 10. 92 lakh (32 per cent). 

3.1.42 ln respect of major offences PA Rules provided for immediate 
re lief by cash or in kind to victims or their family members, pension to 
widows or employment to one member of the fami ly, education to children, 
etc. Victims/dependents of major offences like murder, rape and grievous hurt 
were entitled to economic assistance a t varying rates of Rs 30000 to Rs 2 lakh. 
But no details were avai lable with the depattment regarding the quantum of 
assistance paid. 
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3.1.43 Similarly in respect of other offences department had not claimed 
the 25 per cellf of the amount eligible for reimbursement from GOI. The 
budget provision each year was a lso far below the requirement even though 
the department was aware of the quantum of assistance payable for the 
previous year. It was a lso noticed that: 

¢ in two districts (Emakulam and Kozhikode) the district level 
vigilance and monitoring committees under the Chairmanship of 
District Magistrate for reviewing the implementation of the PA Act 
which was supposed to meet at least four times in a year had not 
met after May 2002; 

¢ there was de lay of more than one year in disbursement of 
immediate assistance under PA Rules to the victims; 

¢ the minutes of the meetings of the high power vigilance and 
monitoring committee set up in 1998 under the Chairmanship of 
Chief Minister though called for were not produced for scrutiny. 

lmple111e11t((fio11 of Protectimr of Civil Rig Ir ts Act 

3.1.44 Section 15 A of the Protection of Civil Rights Act 1955 (PCR Act) 
provides for adequate facilities, including legal aid to the persons subjected to 
any disability arising out of untouchabillty; the appointment of officers for 
initiating or exercising supervis ion over prosecution for the contravention of 
the provisions of the Act; setting up of special courts for the trial of offences 
under the Act; and setting up of committees at such appropriate levels by the 
State Government in formu lating or implementing such measures. Against the 
budget provision of Rs 6 10 lakh the expenditure incurred by the department 
for the implementation o f the Act was Rs 438.38 lakh (72 per cent) during 
1999-2004. It was seen that the department had not incurred any expenditure 
for implementation of the above provisions of the Act. 

3.1.45 Fifty per Cl'/// of the expenditure for implementation of PCR Act 
was provided by GOL Though GOI enhanced (2002-03) the economic 
assistance for inter caste ma1Tiage from Rs I 0000 to Rs 20000 the State 
Government disbursed the assistance only at the rate of Rs 10000 to 425 
couples for the year thus depriving them of the e lig ible benefit of Rs 42.50 
lakh. 

Internal control 

3.1.46 The department operates control system through maintenance of 
registers and records, collection, consolidation and review of management 
in fom1ation. supervision and monitoring activities at different levels and 
conduc ting o f interna l audit checks. Audit scrutiny revealed that: 

•:• Monthly statement of expenditure required to be sent to the 
Directorate on fifth of every month by district development officers 
were not sent regularly. It was seen that monthly reports upto May 
2003 were only received in the Directorate till March 2004. 

•!• Monthly reconciliation of expenditure and receipts with the 
accounts figures of Accountant General (A&E) was completed 
only upto March 2003 as of March 2004. 
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•!• There was no monitoring of progress of achievement in the 
implementation of various schemes for which funds were released. 
In respect of land for landless schemes for which Rs 21.83 crore 
was released during the three years 2001-04. reports received from 
the districts was not consolidated in the directorate and 
consequently the position of the State as a whole was not available. 

•!• Government had ordered in May 2003 to close all accounts opened 
in banks for payment of educational concessions to students and 
deposit the amounts in treasury accounts. This order was not 
compl ied with and Rs 1.48 crore was still retained in bank accounts 
in various districts as of April 2004. 

•!• Sixty one Taluk SC Development Offices (SCDO) were ordered to 
be closed (July 2000) consequent on partial reorganisation of the 
department. The Director issued orders (July 2000) that the 
cash/bank balance and demand drafts retained with these offices 
should be remitted to Government accounts in the concerned head 
of accounts and the facts reported. Compliance of these 
instructions were not monitored by the Director. 

•:• Reports on progress of implementation of various schemes 
received from the district offices were not monitored and properly . 
documented rendering it difficult to have a State wide position. The 
documentation was poor and the reports and files were incomplete. 

l11ter11al Audit Jf'i11g 

3.1.47 No norms were prescribed for selection of institutions for internal 
audit. An institution was selected for audit to assess the liabilities of 
District/Block level officers at the time of their retirement. Out of 155 Block 
level offices of SCDO which was formed in November 2000, 132 offices were 
not inspected even once by the Internal Audit Wing. Ninety two inspection 
reports (vide Appendix XXVIII) were pending disposal (March 2003). 

Response to audit 

3.1.48 There were I I 09 paragraphs (Directorate : 109, district offices : 
309, block level offices : 395 and miscellaneous institutions : 296) in 227 
inspection reports issued by the Accountant General pertaining to the period 
1993-2004 pending for want of final reply from the department. Out of these 
207 paragraphs in 41 Inspection Reports were pending for more than 5 years 

and 9 paragraphs related to the year 1993-94. 

Conclusions 

3.1.49 Though several schemes were taken up to meet the departmental 
objective of raising the standard of SC population. the impact has not been 
as essed. The funds provided for in the budget were not fully utilised and 
portion of the funds though drawn and kept in TP accounts could not be 
utilised due to freezing of the accounts. There was also lack of monitoring in 
the implementation of the schemes. 
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3.1.50 The s tatutory benefits available under the provisions of PA Act and 
PCR Act were not released as prescribed and the implementation of the Acts 
were not being properly monitored. In the absence of an adequate and 
effective internal control mechanism, the Head of Department was not fully 
aware of the activities of the subordinate offices. 

3.1.51 Recommendations 

* Jn respect of post-matric scholarships full details viz., number of students, 
courses etc. may be kept di strict-wise and consolidated at State level so 
that claim for re imbursement sent to GOI would be reliable and accurate. 

* While granting educational assistance to the students in parallel 
colleges/private ins titutions, the department should ascertain the 
infrastructure available, whether the courses are recognised/approved and 
the students are actually attending the classes and appearing for the 
examinati on. 

* It shou ld be ensured that funds under SCA to SC P are utilised for income 
generation schemes related to occupational patterns of the beneficiaries as 
prescribed in the guidelines. 

* Government may ensure proper infrastructure in the ITCs to get 
recognition from NCVT so that students are not put to hardship. 

Response of the department 

3.1.52 The Report was discussed in detail w ith the Director of SC 
Development Department· who agreed with a ll the recommendations of Audit. 
He also agreed to issue necessary instructions to the concerned officers in line 
with the observations of audit for the proper functioning o f the Department. 

FISHERIES/WATER RESOURCES/HEALTH AND FAMILY 
\VELFARE DEPARTMENT 

I 3.2 District Audit - Kollam 

Highligltts 

Ko/lam. 011 old sea port 10w11 0 11 the Arahia11 coast is a land of backwarers. A 
review of the Gover11111e11t Depart111e11ts e11gaged i11 tire activities of the district 
vi::: .. availability of safe dri11ki11g water. primary Ii ea Ith care and fishing sector 
revealed several deficiencies such as 11011-u/i/[.'>atiou of funds, delay in 
imple111e11rario11 of schemes. shortage of manpower, idling of equipment, etc. 

,. Out of 14 Water Supply Schemes, work in respect of 9 Schemes 
sanctioned between 1993 and 1999 could not be started due to non­
availability of land. 

(Paragraph 3.1.J l) 

48 



Chapt<'r II I - P<'tfornrancl! Reviews 

,- Out of the loan amount of Rs 9.49 crore for implementation of various 
schemes, Rs 6.99 crore was diverted for other activities of KeraJa 
Water Authority. 

(Paragraph 3.2.15) 

,- Out of 5944 samples of water analysed, 2399 samples contained high 
bacteriological and chemical impurities indicating that the water was 
not potable. 

(Paragraph 3.2.25) 

,. Though the urban population was only 9 per ce11t of the total 
population, 48 per c:e11t of the bed strength of the hospitals was in 
urban area. 

(Paragraph 3.2.30) 

,- A boat provided to the district for patrolling at a cost of Rs 1.81 crore 
was used only for 57 days between May 1997 and February 2002. 

(Paragraph 3.2.52) 

Introduction 

3.2.1 Kallam. an old sea port town on the Arabian Coast, is a land of 
backwaters which fom1 a specially attractive and economically va luable 
feature of the district. The Iota I geographica l area is 249 I sq.km comprising 
forest cover or 8 1438 ha ., sown area or 141838 ha. non-agriculture land of 
23421 ha and waste land o f' 8072 ha. The distric t has a population of 25.85 
lakh, of which, female population ( 13.35 Lakh) predominates the male 
population ( 12.50 lakh ). The density of population is I 038 per sq. km. paddy, 
coconut. cashew, pepper and tapioca a re the major c rops. Fishing has a 
prominent place in the economy of the district. Coir and cashew constitute the 
major indus tria l activ ity. Othe r in fom1ation relating to the district is shown in 
Appendix XXIX. 

Orgo11isotio11al set up 

3.2.2 In Kerala, the District Collector (DC) is the head of the Revenue 
Department in the District and not a Chief executive of plan implementation in 
the district. Programmes are implemented by the respective departments, 
which arc under the control or a Directorate at the State level. In respect of 
schemes implemented by the Loca l Scl rGovernment Institutions (LSGls) also, 
DC has only an advisory role and has no executive/implementing power. 

3.2.3 The District Planning Committee consisting of 15 members with 
the Panchayat President as Chaim1an and DC as Secretary finali ses the draft 
development plan for the district from the plans prepared by the Panchayats 
and Municipalities. It a lso monitors all the Plan schemes including State Plan 
schemes and eva luates the completed schemes. 

3.2.4 The District Development Committee (DOC) with the DC as the 
C hainnan and District level officers as its members reviews and monitors the 
implementation o f the schemes. The District Planning Officer who functions 
as the Member Secrctaty initiates the follow up measures. 
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Audit Objectives 

3.2.S The objective of the review was to: 
,. assess the fac ilities available in the sectors of drinking water, 

hea lth care and fisheries. 
,. implementation of the schemes in these sectors and 
r their impact on the targeted population. 

Audit coverage 

3.2.6 A review of the functioning of the Government Departments 
engaged in providing safe drinking water, primary health care under 
Allopathic system of medicine and activi ties of fisheries sector in the district 
for the period 1999-2004 was conducted during March - June 2004. 

Progr amme management 

3.2.7 Defic iencies noticed in providing safe drinking water were the 
non-commencement of water supply schemes due to non-availabi lity of land, 
di version of loan amount for other purposes. unfruitful expenditure and failure 
to ensure quality of dri nking water. Similarly. against the objective of primary 
hea lth care services, deficiencies that were noticed during implementation was 
shortage of manpower, inadequate fac ilities in rural area, idling of equipment 
and non-utilisation of available infrastructure. As far as fisheries sector was 
concerned the schemes for promoting aquaculture was not properly 
implemented, the working of the fi sh farmers development agency was not 
monitored as detailed below: 

Availability of safe drillkiug water 

3.2.8 The requirements of drinki ng water in the district were met mainly 
from open wells, tube wells and piped water supply. The Kerala Water 
Authority (KW A). an autonomous body, was the agency entrusted with the 
execution and ma111tenance of piped water supply schemes. KWA also 
executes the warer supply schemes sanctioned by the DC for the benefit of the 
SC/ST population and that of local bodies as deposit works and maintains 
them. In addition. District Panchayats implemented water supply schemes 
under ·sector Refonns Project' in the district which were maintained by the 
beneficiary groups of each scheme. 

3.2.9 The implementation of the water supply schemes was reviewed by 
a test check of the records in the office of both the KW A divisions, District 
Collectorate and District Panchayat. The results of the review are discussed 
below: 

3.2.JO The review revea led that the schemes were not commenced due to 
non-availabili ty o f land, diversion o f loan amount specifically obtained for 
warer supply schemes, unfruitful expenditure, diversion of funds, failure to 
ensure quality of drinking water, etc., as described below: 

Schem es executed by Kera/a Water Authority 

3.2. l l Fourteen water supply schemes were under execution and the 
expenditure on these schemes as of March 2004 was Rs J 9.22 crore as shown 
in Appendix XXX. However, only three schemes were commissioned during 
the last fi ve years. Of these, the scheme for World Bank aided Water Supply 
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Scheme to Chithara and adjoini ng Panchayats commenced in 1986 was 
completed on ly in 1999, thus delaying the project by about 10 years. The two 
schemes sanctioned in I 991 and 1997 were under various stages of 
implementation. Work in respect of remaining nine schemes sanctioned 
between 1993 and 1999 could not be started due to non-availability of land . 

No11-exec11tio11 of sc:lleme~ after availing of loans 

3.2.12 KW A raised loans from financia l institutions like Life Insurance 
Corporation oflndia (U C), HUDCO" , etc., for the implementation of various 
ongoing as well as new schemes. Government accorded sanction between 
1995 and 1999 to implement six rural wate r supply schemes • with loan 
assistance from LI(' in areas where the existing ground water source was of 
poor quality. The population to be benefited was 2.06 lakh in the six villages 
of the district. The estimated cost or the schemes and the e ligible amount of 
loan were Rs 49.54 c rore and Rs 22.8 1 crore respectively. Loans released 
from U C for chese schemes upto March 2004 amounted to Rs 9.49 crore. 

3.2.13 In Rural Water Supply Scheme (RWSS) to Ochira and 
Karunagappally the original source and site of treatment plant were changed 
due to non-availabil icy of land and the new site for the treatment plant was 
identified but not taken possession o f. But pipes worth Rs 2.21 crore were 
purchased between March 1998 and October 1999 by KW A though the 
required land was nol acquired. Thus the expenditure of Rs 2.21 crore 
remained idle for more than four years. 

3.2.14 The source of the remaining four RWSS (Chavara, Panmana, 
Theva lakkara and Thekkumbhagam) was the existing well of Qui lon Water 
Supply Scheme. The land required for other common components (water 
treatment plant, balancing reservoir and 800 mm Cl pumping main) was in 
possession of KW A. However, KW A did not commence the execution of 
common components due co non-acquisition of land by KW A for the overhead 
ta nks for two of the schemes at Chavara and Thevalakkara. 

3.2.15 The sanc tioning of projects and obtaining Joan for its 
implementation without ensuring the availability of land fo r various 
components was irregular. Out of the loan of Rs 9.49 crore raised at interest 
rate o f 13 per cent, Rs 6.99 crore avai led specifically for these six projects 
were used as resources for other activities of KWA and the works could not be 
started as of June 2004. 

U11fruitjitl Expe11tlit11re 

3.2.16 The loca l bodies (benefi c iary Panchayats) were to provide land 
requ ired for the construc tion of well-cum-pump house, treatment plant, 
overhead tank, in respect o f cent per cent centrally sponsored Accelerated 
Rura l Water Supply Schemes (ARWSS). The following two schemes could 
not be comple ted even e ight yea rs after the targeted date of completion due to 
lack of appropriate and timely action by the Panchayats and KWA and the 
expenditure on these projects became unfruitful. 

• Housing anu Urhan De' clopmc111 Corpora11011 Limited 
' Ochira. Karunagappally. Cha\ara. Panmana. Thevalakkara and Thekkumbhagam 
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3.2.17 ARWSS to Kulathupuzha and adjoining v illages with an estimated 
cost of Rs 4 .18 crore was sanctioned in October 1993. The scheme, targeted 
to be completed in October l 996, was to benefit four villages of 
Kulathupuzha, Eroor, Alaya·mon and ltti va. The scheme was taken up as the 
project area experienced acute scarc ity of drinking water and the vi llages were 
identified as problem villages as per criteria fi xed by Government of India 
(GOJ). But the Forest department did not pem1it any construction in the forest 
land identified for the construction of treatment plant, reservoir, etc. An 
alternative s ite ( 1.325 acre) was handed over by the Panchayat in November 
2002. The change in site resulted in deviation from the original plan. But the 
deviation proposa l was not approved by KW A as of March 2004. The 
expenditure incurred so far (March 2004) was Rs l. 14 crore for purchase of 
pipes (Rs 0.98 crore) and pre lim inary expenses (Rs 0.16 crore). 

3.2.18 Simi larly, ARWSS to Pathanapuram and adjoining villages 
estimated to cost Rs 3.78 crore was sanctioned in October 1993 . The scheme, 
targetted to be completed in October 1996 was to benefit a popu lation of 1.40 
lakh in the five vil lages of Pathanapuram, Piravanthoor, Pidavoor, Thalavoor 
and Mylam. The construction of well-cum-pump house was sta rted in April 
1996. While digging the well rock formation was struck. There was no 
provision in the accepted schedule of contract for rock blasting. Hence the 
work was stopped in November 1997. The revised estimate was pending 
approval of the Chief Engineer. The total expenditure incurred upto March 
2004 was Rs I .14 crore. 

3.2.19 The ARWSS to Kottarakkara and adjoining villages was intended 
to serve a population of 1. 14 lakh in the four Panchayats of Kottarakkara, 
Meli la, Vettikavala and Vilakkudy. The source was the treated water from 
" Bilaterally Aided Water Supply Scheme to Kundara". Works on the other 
components were commenced in April 1991 and tria l run s tarted in December 
2000. However, the scheme could not be commissioned owing to insuffic ient 
water from the Kundara scheme. As no benefit could be de rived the 
expenditure of Rs 4.23 crore became nugatory. 

3.2.20 KWA may investigate the reasons for the undue de lay in 
implementing these schemes and action taken against the persons responsible. 

No11-implem e11tatio11 of drinking water schemes 

3.2.21 Government sanctioned (October 2002) a project on 'Basic 
Sanitation and Drinking Water Supply Facilities', with Special Central 
Assistance in nine districts inc luding Kollam. Special Central Assistance of 
Rs 50 lakh was received (February 2003) for two drinking water schemes 
(Rs 40 lakh) and for construction of I 0 common sanitation foci lities (Rs I 0 
lakh). This amount was deposited with the Harbour Engineering Department 
in February 2003. As the LSGls could not identify the land required for the 
schemes, the fu nds remained unutilised. 

3.2.22 The department j ust passed on the funds mea nt for the schemes to 
the Harbour Engineering Department and the matter was not pursued 
thereafter. The fai lure of the department to ensure providing of required land 
by the LSGTs and convene bene fi ciary committees were also the reasons for 
non-implementation of the scheme despite availability of funds. 
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Delay in imp/ementatio11 ofscliemes for SC/ST 

3.2.23 According to norms, 25 per cent and 10 per cent of the AR WSS 
funds were to be utilised for undertaking original water supply schemes for 
Scheduled Castes (SC) and Scheduled Tribes (ST) respectively. KW A 
re leased Rs 2.11 crore to the DC during the period from 1 April 1999 to 31 
March 2004 for implementation of the SC/ST components of the scheme. But 
there was delay upto 18 months in encashing the cheques received from KWA 
due to treasury restrictions imposed by Government. The inordinate delay in 
implementation of the schemes financed by GOl resulted in non-provision of 
drinking water to the SC and ST population. 

Diversion of fimds meant for the benefit of SC/ST 

3.2.24 The repair and maintenance of commissioned water supply 
schemes was to be met from the funds of KW A. However, thirty five schemes 
with an estimated cost of Rs 1.07 crore sanctioned in March 2003 by the DC 
was for the repair, maintenance and extension works. One scheme sanctioned 
in March 2003 at an estimated cost of Rs 11.80 lakh was not for SC/ST 
population which was a violation of the guidelines. The action of DC m 
uti lising Rs 1.19 crore for purposes not envisaged in the scheme resulted m 
diversion of funds. 

Poor quality of water 

3.2.25 The Quality Control District Laboratory, Kollam was responsible 
for collection and analysis of samples from the piped water schemes 
periodically and send reports of the result to the implementing divisions of 
KW A for remedial action. During 1999-2004 the laboratory collected and 
analysed 5944 samples and found that 2399 samples (varying from 33 to 46 
per cent) contained high bacceriological, chemical and physical impurities 
indicating that the water was not potable. This showed that the corrective 
measures like periodical washing of tank, chlorination, leak rectification work, 
etc., were not adequate and therefore the piped water supplied was not safe 
drinking water. The action taken on the findings of the laboratory was, 
however, not furnished by the DC. 

Primary health care 

3.2.26 Another important factor affecting the social life of the people is 
primary health care. About 39 per cent of the people in the District live below 
poverty line and the Government is the prime provider of the health care. 

3.2.27 The di strict had two district level hospitals, one for General and the 
other for Women and Children, four Taluk headquarters hospitals, 85 
Community Hea lth Centres/Government Hospitals/Primary Health Centres 
(CHCs/GHs/PHCs) and 449 sub centres in the Allopathy system. At the 
district leve l District Medical Officer (OMO) of health was in charge of all the 
health and family welfare activities. Two district level hospitals, four taluk 
hospitals, two Government hospitals, three community health centres and 20 
primary health centres in the district were covered in audit. 

3.2.28 During 1999-2004 the Health Department spent, Rs 189.62 crore 
for the health services under the OMO, Kallam. The contingent expenditure 
such as dietary charges, electricity and water charges, etc., of Government 
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hospital s/dispen~a ries are me t by the Local Self Government institutions from 
the funds allotted to them by the OMO. Medic ines were supplied to the 
institutions under a ccmra lised purchase system. 

3.2.29 The revie\\ or hea lth care facilities avai lable in the district revealed 
shortage or man power. inadequate facili ties in rural area, idl ing of equipment, 
non-utilisation of infrastructure etc. as discussed below. 

Urba11/R11rnl disparity ill h ealth care 

3.2.30 There were 83 institutions with inpatient facilities having total bed 
s trength of 2156 in the Government Sector and 248 insti tutions in the Private 

cctor with bed strength or 4436. Out of the total area of 2491 sq. km, urban 
a rea constituted only 3 per cent while 9 per ce111 of the population reside in 
urban area. 1 Iowever, of the to tal bed strength of 2156 in Government 
hospital s I 041 ( 48 per cent) was in urban area. 

3.2.31 For a Jakh of population there were 466 beds in the urban area and 
only 47 beds in the rural area of the district. Even these numbers of beds 
were not actually avai lable in rura l areas as a large number of PH centres did 
not admit in-patients due to non-avai lability o f doctors. The di sparity in the 
bed s trength and low percentage of patients treated in rural areas revealed that 
health care serv ices provided by Government were inadequate for the rura l 
population of the district. 

3.2.32 An ·oor-kootam · (Assembl y of Locals) was organised a t the 
instance of Audit at the Tribal colony, Achankoi l during February 2004. The 
Triba l Extens ion Officer. the 1ooppan (Tribal Chief) and two promorers 
participated in the interaction. The fo llowing aspects were brought to the 
notice of Aud it/Department by the inhabitants of the tribal colony. 

3.2.33 The services of the Medica l Officer were available at the PH 
Centre. Achankoil only for two days in a week, though the Medical Officer 
was expected to be present on a ll days. The staff nurse pos ted al the PH 
Centre referred most or the cases requiring adminis tration of injections to the 
local private hospital. An ambulance purchased w ith the fi nancial aid from 
European commission and meant fo r Pl IC Acha nko il was never used as it was 
a lways parked at Ariya nkavu. 35 km away from the PHC. Tribals who needed 
emergency care and hospitalisation were compelled to proceed to Government 
l lospiral, Punalur in hired jeep taxies by paying exorbitant charges. 

ldli11g of eq11ip111e11t/111aclti11ery 

3.2.34 The hospitals in the di tric t have not ma intained an asset register. 
No study has been conducted to have an inventory of ava ilable equipment and 
its present condition. 

3.2.35 rt was observed that equipment/ins truments like X-ray machines, 
ultra ound sca nner. power laundry unit etc .• costing Rs 59.90 lakh was idling 
for periods ranging from one to e ight yea rs in s ix hospitals. Thus the patients 
in these hospitals did not recei,·c the intended diagnostic services from the 
equipment provided to the hospi tals due to inaction of the department in 
making them functional. 
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No11-11tili.rntio11 of brstit11tio11al infrastructure 

3.2.36 Non-utilisation of infrastructure created in rural areas viz .. hospital 
buildings, operation thea tre, in-patient wards, X-ray rooms and blood banks 
was noticed. The deta ils are given in Appendix XXXI. In the following 
cases the assets created could not be utilised even after 12-34 years o f its 
c reation. 

SI. 
Hospital Asset 

Year of Reason for non-
No completion utilisation 
I. P.H.C .. Kalakode IP Ward ( 12 beds) 1970 Want of medical/para 

medical staff 
2. P.H.C.. Th:uhava -do- 1992 -do-
3. P.H.C . 6 Quarters 1974 Away from the hospital 

Nedumankavu 
-l . P.H.C. Vilakudy IP ward ( 10 beds) 1991 Want of medical/para 

Office bui lding 1980 medical staff. 

3.2.37 The reasons attributed were shortage of s taff and Jack of facilities 
such as power/water connection, etc. 

3.2.38 Simi larly the paediatric ward with 24 beds in the Taluk Hospital 
Punalur and 148 beds ava ilable in the 11 PHCs in the mral areas could not be 
provided in-patient treatment due to dearth of s taff, non-availability of 
minimum required number of three doctors, etc. This showed the failure of 
the department in taking effective action in utilis ing the infras tructure created 
so as to provide better medi ca l ca re to the rural people who are mainly 
depending on Government hospitals. The DMO, Kollam stated (September 
2004) that action was being taken to utilise the idling hospital building, 
operation theatre, etc., under the Modernisation of Government Programme. 

Hospital Waste Ma11ageme11t 

3.2.39 Bio-medical waste management rules require that every bit of 
infectious waste to be properly treated and disposed off. In a study on Bio­
waste Management in the district conducted by the Indian Medical 
Association (IMA). it was estimated that about 7.3 lakh kg of infectious 
wastes were produced in a year in the health care fac ilities, including private 
institutions of Kollam District. 

3.2.40 Government Victoria Hospital, Ko llam, the only hospital in the 
distri ct dedicated exclusively to women and children with bed strength of 273 
generated about 17900 kg of bio-wastes a year. However, the hospital had not 
yet adopted a sc ientific way of disposal of bio-waste and the primitive method 
of burning the waste in a pit was being followed. Kerala State Pollution 
Contro l Board in its study reported that this could lead to spread of contagious 
diseases and other health hazards and therefore the need for a properly planned 
project for the management and disposal of hazardous waste is brought to 
notice. In fact, none of the institutions other than the district hospital has 
installed an incinerator. 

Co11structio11 of an additional ward 

3.2.41 Govt!mment Rura l Dispensary, Sasthamkotta with bed strength of 
40 was upgraded to the status of Taluk headquarters hospital in 
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Dt.:ccmber 1993. Administrative and expenditure sanction for Rs 58 lakh were 
accorded in February 1996 for the construction of a 100 bedded ward to the 
hospital. Consequent on the implementation of Panchayati Raj Act 1996, the 
Scheme was transfetTed to Bloc.:k Panchayat. The work has not yet been 
sta11cd pending provision or funds by the Block Panchayal. 

Treatment of plty.\ically cllftlle11ged 

3.2.42 t\ District Limh-1-itting Centre {DLFC). functioning within the 
District Hospital, was an independent entity, under overal l supervision of a 
Medical Officer. The DLFC catered to the needs or physically challenged 
patients by manufacturing and supplying artificial limbs, Hip Disarti, leg 
attachments etc. Scrutiny of the perforn1ance of the DLFC revealed that, 
though human resources remained constant the manufacture and supply of 
artilicial limbs etc. was on the decline and DLFC could supply only 929 
artificial limbs as against the demand for 2473 limbs during 1999-2004. Lack 
of funds and frequent power disconnection due to non-remittance of electricity 
charges were the reasons attributed for the poor performance. 

Fisheries sector 

3.2.43 The district has 53 fishing villages with a fishem1en population of 
l, I 0,000 and 90 per cent or this population lives below poverty line. 

3.2.44 The functions of the Fisheries department in the district are 
controlled by a Deputy Director of Pisheries. The expenditure incurred by the 
Fisheries department in the district during I 999-2004 was Rs 18.79 crore. 
During the above period the department also received Rs 19 lakh from Local 
Self Government Institutions out of which Rs 6.43 lakh was spent. 

3.2.45 The review revealed that schemes meant for providing economic 
benefit to the fishermen vi:.., Alternative Facilities to fisherwomen, 
Matsyabhavans, schemes for promoting aquaculture, fish fam1ers development 
agency, etc., were not properly implemented as may be seen from the 
succeeding paragraphs. 

Credit facilities to ftslterwome11 

3.2.46 The scheme was to provide credit facilities lo women by fonnation 
of Vanitha Fisheries Bank so as to free them from the grip of money lenders 
and middlemen and for their socio economic development. 

3.2.47 A Vanitha Fisheries Bank was started in Neendakara in 1993 to 
provide financial assistance and inculcate saving habit among fisherwomen. 
There were 645 individuals and 475 Self llelp Groups of women who had 
taken membership. Government provided Rs I 5.40 Jakh lo the Bank during 
1993-200 I as working fund and the bank had been functioning well till 
200 1-02. When the Reserve Bank of India objected to the use of the name 
·Bank', Government decided (July 2002) lo change the nomenclature to 
'Society for Assistance to Fisher women'. Government also directed the 
Deputy Director of Fisheries to modify the Bye-laws and Memorandum of 
Association. I lowever, the Deputy Director did not modify the Bye-laws and 
Memorandum of Association as instructed and the functioning of the bank 
could not be revived so far (May 2004). The society had a deposit of Rs 10.34 
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Jakh and the loans pending recovery was Rs 6.26 lakh. Thus the schemes 
intended to mecl the crcdil needs of the fisherwomen did not materialise. 

Scheme for promoting aq11ac11/t11re 

3.2.48 The department decided to establish an aquaculture extension 
training centre at Thevally for providing training to fish farmers and 
departmental officers. A sum of Rs 14 Jakh allotted to the district in January 
2000 and the constmction of the building was to be executed by the Harbour 
Engineering Department. After inaugurating the scheme, spending Rs 25,000, 
the balance amount of Rs J 3.75 lakh was deposited in the TP Account of the 
Department. However. the construction had not been started as consensus on 
the design of the centre could not be reached between the Fisheries and 
Harbour Engineering Departments (October 2004). The aim of providing 
training to fish fam1e1s cou ld not be achieved even after four years of release 
of funds. 

Fish Farmers Developme11t Age11<.J' 

3.2.49 The Fish Farmers Development Agency (FFDA) was established 
with the objective of developing fresh water aquaculture through motivating 
fam1ers by providing incentives by way of subsidy, seed, training and 
extension suppo11. and to bring all the cultivable area under fish culture. 
FFDA was functioning with 50 per cent GOI assistance upto 1999-2000 and 
75 per ce111 from 2000-01 and 80 per cent from 2003-04. The expenditure 
incurred for the implementation of the schemes during 1998-2004 was 
Rs 43.92 lakh. HoweYt::r, during the period 2001-03 even though the 
department identified 310.50 ha . of cultivable area it could bring only 12.5 ha 
(40 per cent) under cultivation. As the agency imple'Tlented similar schemes 
like 'Janakiya Matsya Krishi', the number of beneficiaries under the scheme 
declined sharply from 374 in 1999-2000 to 34 in 2002-03. The Agency had 
an unspent balance of Rs 28.1 I lakh (in Banks and Government Treasury) as 
of March 2003. The department had not evaluated the performance of the 
Agency and audited its accounts so far. 

3.2.50 It was also seen that as the Director of Fisheries had not furnished 
the annual reports on physical achievement and financial perfom1ance, audited 
statement of accounts etc. of the FFDAs to GOI, the Central share of Rs 2.36 
crore for the years 1998-2004 could not be obtained from GOI. 

Matsyablwva11s 

3.2.51 The department envisaged construction of 'Matsyabhavans' 
(Bhavans) in GPs having concentration of fishing community. The Bhavans 
were envisaged as nodal offices to interact with the fishermen and provide 
e:isy accessibility to administration at the grass root level. Out of Rs 60.51 
lakh allotted ( 1996-2000) to the district Rs 42.50 lakh was distributed to 15 
GPs at the rate of Rs 2.50 lakh each and Rs 5 lakh to one GP. Only fi ve GPs 
constructed the Bhavans and eleven others failed to utilise the funds. The 
department as well as the DC could not furnish the details of expenditure of 
the balance amount of Rs 18.0 l lakh and therefore the possibility of 
misappropriation in this case could not be ruled out. No action was taken to 
get back the unspent amount of Rs 30 lakh retained by the GPs. Releasing of 
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funds to the implementing agencies without ensuring availability of land led to 
non-utilisation of substantial portion of the funds. 

Patrolli11g Operations 

3.2.52 Under a Centrally Sponsored Scheme of Enforcement of Marine 
Fishing Regulation Act. the district was provided (January 1997) with a boat 
costing Rs 1.81 crore for patrolling in the sea for life saving and other 
operations. lt was seen that the boat was used for patrolling for only 57 days 
du1ing the period May 1997 to February 2002. In between, for nearly three 
yea rs, the boat was under repairs. The boat has been kept idle since March 
2002. During the period 1998-2000 and 2002-03 the district had spent Rs 8.70 
lakh as idle wages to the staff and Rs 3.30 lakh as hiring charges (1998-2003) 
of private patrolling boats. The circumstances leading to the boat becoming 
unserviceable need to be investigated as the intended benefit could not be 
derived despite in vestment of Rs 1.81 crore. 

Conclusions 

3.2.53 KWA conceived and sanctioned schemes without ensurmg 
availabi lity of land for various components like water source, water treatment 
plant, reservoirs, etc., and resulted in non-commencement of execution and 
de lay in completion of schemes. Thus KW A failed in providing safe dri!lking 
water to 82 per cent of the targeted population though finance was available. 
There were diversions of funds on schemes implemented through DC and 
under utilisation of funds allotted to District Panchayats. Nearly 40 per cent 
of the water supplied was found to be below the prescribed standards. 

3.2.54 Patient care in the district suffered due to shortage of human 
resources, idling of equipment and non-utilisation of hospital infrastructure. 
Facilities in rural areas were inadeq uate when compared to that in urban areas. 

3.2.55 Implementation of socio economic schemes did not result in the 
attainment of objectives in the fisheries sector. Drinking water and sanitation 
schemes were not implemented though funds were available. 

3.2.56 Recommendations 

* The land required for implementation of components of water 
supply schemes should be ensured before sanctioning the scheme 
and raising loa ns. 

* Quality of drinking water supplied should be ensured by proper 
upkeep of facilities. 

* A properly planned project for the management and disposal of 
hazardous waste needs to be implemented. 

* Government may examine the possibi lity of increasing the bed 
strength of hospitals in mral areas. 

Response of Departments 

3.2.57 The report was discussed with the District Collector, Kallam on 
1 July 2004. The OMO, Deputy Director of Fisheries along with the Finance 
Officer of the Collectorate participated in the discussion. Audit findings were 
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accepted. The Distric1 Collector and other district level officers also agreed 
with the recommendations o f Audit. 

3.2.58 The above points were refe1Ted to Government in August 2004; 
reply has not been received (November 2004) . 

I HEALTH AND FAMILY WELFARE DEPARTMENT 

I 3.3 Indian Systems of Medicine and Homoeopathy 

Hig ltligltt.,· 

Indian Systems of Medicine consists of Ayurveda. Siddlw. Unani and 
Naturopathy. Ayurveda is widely practiced and Ho111oeopathy also enjoys 
popularity in Kera/a. Tlirissur district has the highest number (95) of 
Ay urveda hospitals/dispensaries and Tliiruvana11thap11ra111 district has the 
highest 1111111her (55) <~{ Homoeo dispensariesl ltospitals. whereas Wayanad 
district ltas the !oll'est 1111111her of institwions 11nder hoth the !>~vstems. D11ri11g 
1999-1004 expendiw re on /11dian Syste111s of Medicine and Homoeopathy was 
11 per ce111 of the tow/ expe11dit11re on Health and Family Welfare. The 
review revealed delay in 11tilisatio11 of Ce11tral f unds, lack of infrastrocture 
fac ilities. s /10rtage a11d wuler-q11al(ficatio11 of teaching sta_ff. 11011-revision of 
user charges since April 1994, non-observance of prescribed guidelines issued 
hy Central Council of Indian Medicine (CCIM) and Central Council of 
Homoeopathy (CCH) in A1•11n•eda Colleges (A VC) and Homoeopathic 
Medical Colleges (HAIC) respectii ·e~\'. etc. 
Ayurveda 

, There was shortfall in teaching posts compared to norms of CCIM 
in 5 A VCs ranging from 37 to 72 p er ce11t as of March 2004. In 
these A VCs 49 teaching staff were under-qualHied which would 
affect the quality of education. In A VC, T hiruvanantbapuram and 
Kottakka l, Preliminary Examination for Post Graduate course was 
conducted by the Institutions themselves instead of by the 
Affili ated University according to the guidelines. 

[Paragraphs 3.3.28 - 3.3.33] 

Buildings constructed for 28 hospitals I dispensaries costing 
Rs 1.28 crore remained unoccupied for want of staff and basic 
amenities. 

f Paragraplt 3.3.J 3} 

, Acceptance of medicines not indented (cost: Rs 2.04 crore) from 
' Oushadhi', a Government company, caused reduction in 
availability of funds for essentia l medicines. 

f Paragraplt 3.3.15} 

,_ Construction of hospitals one each for A VC, Kannur and A VC, 
Thr ipunithura have not been completed though Rs 8.72 crore was 
spent as of March 2004. There was an unspent balance of Central 
funds amounting to Rs 69.45 lakh as of M arch 2004. 

/Paragraplts 3.3.14 - 3.3.26} 
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Homoeopathv 

,. Buildings constructed for four hospitals/ dispcu aries (cost: Rs 61 
lakb) remained unoccupied as water and electricity have not been 
provided. Only one out of 31 Homoeo hospitals has staff quarters. 
Government Homoeo Dispensary, Chavakkad and Government 
Homoeo Hospital, Muvattupuzba were functioning in places which 
are not easily accessible. 

[Paragraphs 3.3. 17 - 3.3.J 8] 

Non-utilisation/delay in utilisation of Central funds amounting to 
Rs 50.24 lakh released for two HMCs were noticed. 

/Paragmpll 3.3.36/ 

,. Herbal Garden could not be established as part of HMC, 
Thiruvananthapuram even after three years of acquisition of land. 

/Paragraph 3.3.37] 

Introduction 

3.3.1 Kera la's health care system consists of Allopathy, Indian Systems 
of Medicine (TSM) and Homoeopathy. fSM consists of Ayurveda. Siddha, 
Unani and Naturopathy of which Ayurveda is widely practiced and has an 
extensive network of hospitals and dispensaries, both in Government and 
private sector. I lomoeopathy system is practiced throughout the State and 
enjoys popularity among the people. The objectives of the Department is to 
provide medica l aid to the people and good medical education to the students. 
The three systems toget!1er had 2712 medical institutions (including Medical 
College hospital s) under Government Sector with 50805 beds as of March 
2003 of which 46224 (91 per cent), 34 1 I (7 per cem) and 1170 (2 per cent) 
were under Allopathy, Ayurveda and Homeopathy respectively. 

Orgn11isatio11a/ set up 

3.3.2 The Department of Indian Systems of Medicine (ISM) exercises 
admin istrative control over the Ayurveda, Sidha, Unani and Naturopathy 
hospitals and dispensaries. The Department of Homoeopathy has been 
working as an independent department since 1973. The overall administrative 
control of the two departments vests with the Health and Family 
Welfare Department in the Secretariat. The re are separate Directors for lndian 
Systems of Medicine (DrSM) and Homoeopathy (DH) . At the district level 
the DMo• (ISM)/DMo• (Homoeopathy) exercises administrative control 
over the respective hospitals and dispensa ries. J'he Superintendents are in 
charge of the hospitals while Medical Officers hold charge of the dispensaries. 

3.3.3 The Medical Eclucation wing of ISM is headed by the Director of 
Ayurveda Medical Education (DAME). There is no separate Directorate for 
Homoeopathy Medical Education and the administrative control of all the 
Homoeopathy Medical Colleges vests with the Principal, Homoeopathy 
Medical College, Thiruvananthapuram. 

• D1s1nct Medical Officer 
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Audit Objectives 

3.3.4 The objectives of the review was to: 

• ascertain whether resources were adequate and effectively used, 

• assess the quality o f health care provided to the people, 

• see whether the medical education facilities were in conformity 
with the standards prescribed by Government oflndia (GOl) and 

• ascertain whether there exists an in-built control mechanism to 
provide reasonable assurance that the department functions in an 
effective and efficient manner to meet its objectives. 

Audit coverage 

3.3.5 A review on Indian Systems of Medicine and Homoeopathy was 
conducted during Janua1y - June 2004 by test check of the records relating to 
the period 1999-2004 in the three11 Directorates and eight" out of 27 DMOs. 
Data from 441 institutions (Ayurveda: 287 and Homoeopathy : 154) under the 
four selected districts 1eceived through pro fnrma were subjected to detailed 
ana lysis and records of 91 institutions were subjected to local verification. 
Records o f all the fi ve Ayurveda Colleges and four(" Homoeopathy Medical 
Colleges were a lso scrutinised. The review was confined to the functioning 
of Government/ Aided institutions. 

Financial Management 

Fi11a11ci<tl outlay a11d e.xpeuditure 

3.3.6 The overall budget provision and expenditure of the Department of 
Health & Family Welfare (H&FW) vis-a-vis the share of the Department of 
lndian Systems of Medicine and Homoeopathy (lSM&H) (including Medical 
Colleges) in H&FW during 1999-2004 were as detailed below:-

(Rupees i11 crore) 

Budget Provision Expenditure 
Percentage Percentage 

share of sha re of 
ISM&R in ISM&H in 

Year 1-l&FW ISM& H H&FW ll&FW ISM&ll H&FW 
1999-2000 789 32 84.65 11 730.56 76.42 10 

2000-0 I 720.27 79 34 11 748.56 73.35 10 
2001-02 742.9 1 79.28 11 714.34 76.75 11 

2002-03 830.69 84 75 10 806. 74 84.46 10 
2003-04 898.27 98.54 11 849.08 95.62 11 

Total 3981.46 426.56 II 3849.28 406.60 11 

3.3.7 Besides, an amount of Rs 9.14 crore had been incurred for ISM&H 
throu gh loca l bodies during the period 1999-2004. On an average, 

• D1n:c1or nf lnd1on Sy,1cms 111 \kdo~on~ Dn.:clnr .,f I lnm<'-'Opa1hy. Dn~-clor of Ayul"\eda "Aedical Educ:ilion 
' Fuur D\10 s each ol l~'vl and l lmmi.:upalhy m 1hc dmriclS ofThiru\'ananihapuram. Timssur. Palakkad & Kannur 
'"llir.:I! Gtwemmt-n1 colleges. \lne each al rt11ru,anan1hapuram. Tn punithura and Kannur and l\\o aided colleges one 

each al Ollur and Kollakkal 
• 1 "o Govemmcnl colleges. one each al 1 hirll\ ananihapuram and Ko1h1ko<le and 1"0 aided colleges, one each al 

l'hollanikkara and Kuruch1 
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expenditure on ISM and Homoeopathy was 11 per ce11/ of the tota l 
expenditure of H&FW during the above period. 

Programme Management 

3.3.8 The audit findings are given in the succeeding paragraphs with 
separate sections for Hospita ls and Dispensaries and Medical Education, both 
of which are sub-di vided into Ayurvcda. Homoeopathy and Other Systems of 
Medicine. 

Hea/tlt care 

Ayurveda 

3.3.9 There were 1 If Ayurveda hospitals (bed strength: 2684) and 730# 
dispensaries in the State. The district-wise distribution of the institution in the 
State indicated that Thri ssur district has the highest number (95) and Wayanad 
district the lowest number (24) of institutions. During 1999-2004, 9.33 crore 
patients were treated in Ayu rveda institutions in Government sector of which 
I .66 lakh were in-patients. Dllling the above period, Rs 221.42 crore were 
spent on Ayurveda hospitals and dispensaries in the State as a whole and the 
analysis of expenditure incurred on three key areas (establishment, medicine 
and diet) in 287 institutions in the test checked Districts revealed that on an 
average salaries and wages constituted 88 per cent. medicine 10 per cent and 
diet 2 per ce11t. 

No11-availability of facilities 

3.3. l 0 During 1999-2004 there was no occupancy in four out of 18 
hospitals and in the remaining 14 hospitals the average occupancy ranged 
between I and 29 aga inst the bed strength of 6 to 50. The Medical Officers 
attributed this to shortage of medicines and die t. In five hospitals a substantial 
decrease in out-patients was also noticed for which the department cou ld not 
give any valid reasons. 

3.3.11 In 232 Panchayats (out of 991) there were ne ither hospitals nor 
dispensaries of ISM department. In the Districts test checked out of 287 
institutions 200 were functioning in own buildings, 53 in rented buildings and 
34 institutions were provided with temporary accommodation by the local 
bodies. lt was noticed that 68 institutions were not provided with electricity 
and 81 institutions had no proper water supply. Only eight out of 11 5 
hospitals ha ve staff quarters. Though this was brought to the notice of 
Government as well as Local Self Government Institutions no action was 
taken to provide electricity/wate r for ensuring the smooth functioning of these 
institutions. 

3.3.12 Government Ayurveda Hospita l (GAH), Elavally in Thrissur 
District, was loca ted on a remote hill top and hence not easi ly accessible and 
thi s prevented the patients in approaching the hospital for treatment. No 
action was taken by the Department to find a so lution for this problem. RMO's 
quarters and TP ward constructed in July 2003 and Apri l 2002 respectively at a 

• Urban : 4J. Rural : 70 
Urban: 32. Rural · (>CJl! 
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total cost o f Rs 4.77 lakh were unoccupied as of October 2004. 

Idling of b11ildi11gs 

3.3.13 Buildings constructed using funds from MPs, local bodies, for 27 
hospita ls/dispensa ries in 8 districts at a cost of Rs 1.25 c rore remained 
unoccupied for want of staff, e lec tricity, water, e tc. Out of this, one building 
fo r GAH, Puthenc.: hi ra in Thrissur district constructed a t a cost o f Rs 17 .22 
lakh remained unoccupied for the last six years for want of adequa te staff. In 
another case of GA H, Palakuzha in Ernakulam distric t the average occupancy 
was only two against 20 beds. lnspite of this, an additional building for IP 
ward constructed at a cost o f Rs 3.05 lakh in January 2004 using MPLAD 
funds remained unoccupied. The department could not provide the requisite 
staff in time as they were unaware of the construction being taken separate ly 
through the MPLAD funds. However, Government stated that in such cases 
the feasibility of giving Administrative sanction by the user Department would 
be examined. 

Avoidable expenditure 011 additional staff 

3.3.14 The bed strength of GAH. , Paravoor was increased to 30 from 20 
in March 2000 and two Government Ayurveda Dispensaries (GAD) at 
Yalappad and Yadakkancherry were upgraded to a 20 bedded hospital in 
March 200 I and 24 posts of additional s taff were sanctioned (GAH: 6 posts; 
GAD: 9 posts each). As the average annual occupancy of these hospitals 
during 2000-04 ranged betw een 6 and 16, the upgradation did not serve any 
purpose and Rs 26. 91 lakh inc u1Ted on the additional staff up to March 2004 
became avoidable. 

Accepta11ce of medicines 11ot indented 

3.3.JS The medicines required by the institutions were procured from 
Pharmaceutical Corporation (IM) Kerala Limited (Oushadhi), a Public Sector 
Company, based on a common indent system. The list of medic ines to be 
supplied to the institutions under ISM as per the common indent, were ordered 
by the Director in 1996. Oushadhi was required to supply these medic ines to 
the Hospita ls/Dispensa ries direct. DMO was required to pass the payments in 
respect of a ll the institutions in the district and payment to the Company was 
made by the Director. The department purchased medic ines worth Rs 13.85 
c rore during 1999-2004. A scrutiny o f the records revealed that out of 
medic ines supplied. medicines worth Rs 2.04 crore ( 15 per cent) were not 
indented. Acceptance of medic ines not indented by the department caused 
reduction in the funds available for the purchase of essential medicines 
actually required by the hospitals, thereby adversely affecting the quality o f 
pa tient care. 

Homoeopathy 

3.3.16 There were J 1 • Homoeopathy hospitals (bed strength: 970) and 
525

11 
dispensaries in the State. 111e district- wise distribution of the institutions 

in the State indicated that Thiruvananthapuram District had the highest 

• Urhan : 21 Rural : 10 
• Urban : 32 Rural : 493 
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number (55) and Wayanad District the lowest number (20) of institutions. 
Oming 1999-2004, 9.6 crore patients were treated in homoeopathy institutions 
of which 2.05 lakh were in-patients. During the above period, Rs 101.97 crore 
were spent on homoeopathy sector and the analysis of expenditure incurred on 
3 key areas (Establishment, Medicine and Diet) in 154 institutions in the test 
checked districts revealed that on an average . establ ishment expenditure 
constituted 95 per cent, medicine 4 per cent and diet I per eel/I. 

Noll-availability of facilities 

3.3.17 In 487 Panchayats (out of 991) there were no Ho moeopathy 
hospitals or dispensaries. Out of 154 institutions, 96 were functioning in own 
buildings, 40 were functioning in rented buildings and 18 institutions were 
provided with temporary accommodation by the local bodies. It was noticed 
that 24 institutio~s were not provided with electricity and 43 institutions had 
no proper water supply. Staff qua11ers is availab le only in one (Kurichi) out of 
31 Homoeo hospitals. This points to the lack of interest on the part of local 
bodies in providing necessary infrastructure facilities for the benefit of the 
people of their locality. 

3.3.18 Government 1 lomoco Dispensary (GI ID), Chavakkad in Thrissur 
district was located in the second floor of the Municipa l shopping complex 
where no lift facility was available. Government Homoeo Hospital, 
Muvattupuzha in Ernakulam District was located in a place which gets flooded 
during the rainy season. Buildings constructed in three districts at a cost of 
Rs 61 lakh for four hospi tals/dispensaries using fonds from loca l bodies 
remained unoccupied for want of electricity and water. 

3.3.19 Government ordered (July 200 l) not to provide accommodation to 
any other offices in the dispensary buildings or its premises as it would affect 
the functioning of the dispensaries. However, it was noticed that in threcl'il' 
GHDs, accommodation was provided to other offices against Government 
direction. 

Other !)ystem.\· of fl.I edici11e 

3.3.20 There were seven Siddha institutionl, one Unani dispensary and 
one Naturopathy hospital under the control of the DlSM. In addition, IO beds 
are set apart in GAi I, Ottapalam for Naturopathy. 

3.3.21 During the period 1999-2004 the total number of patients treated 
under Unani and Sid ha systems were 0.27 lakh and 4. 73 lakh respectively. 
The expend iture incurr~d during the above period was Rs 7.15 lakh for Unani 
system and Rs 1.24 crore for Sidha system. 

Medical Education 

Ayurveda 

3.3.22 There were fivea: Ayurveda Colleges (A VCs) under 
Government/aided sector having an annual intake capacity of 230 students for 

Ch:Jzhoor in fhris.<u1. Thunnh> in fmal..ulam. (h1l111hod~ m ldukki. 
• One hospital and "~ J1'pcn,ane~ 
Go~cmmcnt sector: J A1tlctl sector: 2 
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Graduate course and 62 students for Post Graduate courses. The hospitals 
attached to the A YCs had a strength of 854 beds. A review of the functioning 
of the Ayurveda Colleges and Hospitals was included in paragraph 3.4 of the 
Report of the Comptroller and Auditor General of India for the year ended 
31 March 1997 (C ivil). 

3.3.23 Funds required for the three Government Ayurveda Colleges were 
provided in the Slate Budget. For the aided colleges, budgetary support in the 
fom1 of grant-in-aid was provided for payment of salary and maintenance. For 
certain spec ific schemes for development of infrastructure and specialised 
training. GOI also provided grant-in-aid. During 1999-2004, Rs 59.20 crore 
was spent for Ayurveda Medical Education. Besides, Rs 1.91 crore was 
rece ived from GOl during the period by the fi ve A YCs for development of 
infrastmcture and specia lised training. 

No11-comp/etio11 of hospital buildings 

3.3.24 ln A YC, Thripunithura , construction of a 350 bedded hospital 
taken up in November 1997 at an estimated cost of Rs 11.63 crore with 
scheduled date of completion as September 1999 (subsequently extended to 
March 2004) was not comple ted as of June 2004 though Rs 6.94 crore was 
incurred upto March 2004. 

3.3.25 In A YC, Kannur. constrnction of a 150 bedded hospital 
commenced in April 2000 at an estimated cost of Rs 2. 15 crore with date of 
completion as 9 April 2002, was not completed though Rs 1. 78 crore was 
incurred upto March 2004. The reasons for non-completion in the above two 
cases were attributed to non-provision of adequate funds in the budget. 

Delay i11 11tili.mtio11 of Central assista11ce 

3.3.26 Out of Rs I 0 1.64 lakh released by GOI during 2001-03, only 
Rs 32. 19 lakh was uti lised upto March 2004 leaving a balance of Rs 69.45 
lakh as detailed below. 

(Rupees i11 lukll) 

Name or 
Amount 

Amount 
Balance as 

rurpo~c or assistanrc released :md or M;irch Reasons for non-atlllsation 

102/11312005-9 

A\'C 
date or receipt 

utilised 
2004 

Kannur Upgr:1dnt1tm ul Knya:-arcc•1a :ind 14."4 6.1)8 !!.5(1 Dday in arranging purchase of 
Rogan1dha11 depa11mcn1s lilr f'(i 

(13. 12.2003) 
equipment and wan I of sanction 

1rain111g and rc~•'arch 1i1r 21Hll -02 of1he post of clerk 

Cons1ruc1ion ol'b111ld111g and 75.00 20.00 55.00 Though a building 10 house the 
purchase or equipment for 1h.: 

(!UJ5.2001) 
lahomtory was constructed. 

Thi1 m anan1ha-
drug 1csting lahor:11n1y equipment had not been 

purchased for wanr of sanction pumm 
from Government 

C'on,1111c1mn nl' collcg" hu1lth11g. 12.00 <i. ll 5.8lJ Dday in arranging purchase of 
purchase of c4u1pmcnt. librn1~ 

( 15.l .2002) 
books and equipment 

boob 

Total 101.64 32.19 69.4S 

Lack of minim 11111 standards a.\· per CCIM norms 

3.3.27 In August 1989 the Central Council of Indian Medicine (CCIM) 
prescribed norms for minimum standards and curriculum for undergraduate 
education in Ayurveda. However, these nom1s were not adhered to in various 
cases as detailed below: 
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Shortage of teaching staff 

3.3.28 As per the nonns there shall be 14 departments and a minimum of 
I 02 teaching staff in each A VC. None of the five11 A VCs had the staff pattern 
prescribed by the CCIM and many of the posts were lying vacant. Even the 
sanctioned posts were much lesser than the nonns. Though the shortfall 
rnnged from 29 to 76 per cent as mentioned in the Report of the Comptroller 
and Auditor Genera l of India (Civil) for the year ended 31 March 1997, the 
percentage of i;hortfall in the filled up posts compared to norms ranged 
between 37 and 72 as of March 2004. 

3.3.29 In A VC. Kottakkal there was no teaching staff in Kriyasareera 
department. In A VC. Thiruvananthapuram there were o nly two teaching staff 
each in the departments of Rachanasareera (against eight posts) and 
Koumarabrithya (against six posts). In Kriyasareera and Agathathanthra 
Departments there were only three teaching staff each against sanctioned 
stren~rth of eight and six respectively. The shortage of teaching staff affected 
the quality of medical education imparted to the students. 

U11der-q11alificatim1 of teac/1iflg staff 

3.3.30 As per the Minimum Standard and Curriculum for Under Graduate 
Education in Ayurveda. prescribl!d by the Ministry of Health and Family 
Welfare, in August 1989 a postgraduate qualification in the subject/speciality 
concerned included in the schedule to Indian Medicine Central Council Act 
I 970 is essential for teaching staff recruitments made after 1 July 1989. But 
49 teachers appointed aner 1989 in five~' AVC's were only Graduates. 
However. Special Rules for the Kerala Health Services (Ayurveda) Collegiate 
Teaching Services issued by the State Government in January 1998 prescnbes 
only a first or second class degree in Ayurveda from recognised Universities, 
which is not in conformity with the minimum standards prescribed by GOI. 
The circumstances under which under-qualified teachers were appointed in 
violation of GOf norms called for from Government were awaited (September 
2004). The appointment of under-qualified teaching staff would adversely 
affect the quality and standards of the students passing 0ut of these 
institutions. 

Po.\·t .Graduote (PG) Course.'t 

3.3.31 According to CCIM (PG Education) (Amendment) Regulations 
1994, 16 specialties were prescribed for conduct of PG courses and it was 
mandatory for all Universities in India to follow the guidelines for minimum 
standards and curriculum for PG courses in Ayurveda including syllabus and 
panem of examinations. Deviations were noticed in the following cases: 

3.3.32 In the case of A VC's at Kottakkal and Thiruvananthapuram, the 
MD (Ayurveda) Preliminary examination was conducted by the institutions 
themselves in January 2004. A total of 52 students (ten in A VC, Konakkal 
and 42 in A VC. Thiruvananthapuram) appeared in those examinations. CCIM 

' ThiruvananthapurJm. Tripun11hura. Kannur. Kottakkal and Ollur. 
• A VC. Thiruv-Jnanthapurnm:1) . A VC. Tiuipunithurn: 14. A VC. Kannur: 9. A VC, Kottakka1:2. and A VC. 

Ollur:15 
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in February 2004 clarified that preliminary examination of PG courses should 
be conducted by the affiliated university only. As the Universities concerned 
did not ratify the action so far the examination conducted by the two A VCs 
was against the CClM Regulations. There were also delays ranging from 
seven to 12 months in conducting examinations in these two A VCs. 

3.3.33 fn A VC, Kottakkal, PG Course in Manasikaroga was conducted 
from 2000-0 I onwards with an intake capacity of six students per year and in 
A VC Thiruvananthapurnm. PG Course in Panchakam1a was sanctioned during 
2001-02 with intake capacity of five students per year. There is no specialty 
' Manasikaroga • as per the Regulations. Moreover, both the courses were now 
under the 'Kayachikitsa ' depa11ment. Also the teaching staff required as per 
the norms· did not ex ist in the respective spec ialties. Non-adherence to the 
norms fixed by the CC!M affected s tandards of Medical Education. 

Homoeopathy 

3.3.34 There were four(<' Homoeopathy Medical Colleges (HMCs) under 
Governmen t/aided sector with an annual intake capacity of 250 students for 
Graduate course and 36 students for Post Graduate course. The hospitals 
attached lo the HMCs had a strength of 325 beds. During 1999-2004, Rs 24 
c rore was spent for the Homoeopathy Medical Education against budget 
provision of Rs 24.76 crore. 

lack of millim11111 staudards as per CCH 11or111s 

3.3.35 As per CCH norms there shall be 12 departments and a minimum 
of 62 teaching staff in each HMC (Professors ten, Asst. Professors 14, 
Lecturers 15, Demonstrators 23). The shortfall in staff with respect to norms . .. 
ranged between 14 and 31 111 four HMCs. The average daily occupancy in 
the hospitals attached to the above four HMCs ranged between 13 and 71 
against the sanctioned bed strength of I 00 to 125. Government may examine 
the possibility of fill ing up of vacancies at the earliest so that the 
students/patients are not a fTected by shortage of teaching staff. 

Delay/uo11-11tili.rntio11 of GO/ assistauce 

3.3.36 Out of Rs 80.58 lakh released by GOI during 1996-2001 to HMCs, 
Thi ruvananthapuram and Kozhikode for strengthen ing of undergraduate 
colleges and upgradation of PG courses only Rs 56.17 lakh was utilised upto 
October 2004 leaving a balance o f Rs 24.41 lakh. Besides, Rs 25.83 lakh 
released by GO! for the same purpose to HMCs., Kottayam and Emakulam 
during 2002-03 had not been passed on to the institutions as of October 2004 
for which reasons were not on record. 

Delay i11 establisllme11I of a H erbal Garden 

3.3.37 With the objective of construction of a green house, raising of 
potted medicinal plants and also raising of a model demonstration garden in 
connection with establishment of a Herbal Garden in HMC 
Thi ruvananthapuram, five acres of land were acquired by the Revenue 

• Professor - I. Readers 2. Lecturers - 4 for each specialty dcpanment 
" Government sector : 2 A1ucu sector : 2 
•• Ko1.hikode. Tiuruvannnthapuram. C"hottanikkara and Kurichi 
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Department at a cost of Rs 61.68 iakh in October-November 2001. As the land 
acquired was marshy. herbal garden could not be developed as of October 
2004. Thus, Rs 61.68 lakh spent on the land acquisition remained unfruitful. 
The P1incipal, HMC., Thiruvananthapuram stated {October 2004) that the 
nature of land had changed due to the construction of bund roads on either side 
of the two rivers passing by the acquired site and a project report had been 
prepared (August 2004) by the Directorate of Agriculture for utilising the land. 
Thus the objective of establishment of a Herbal Garden was not materialised 
even after a lapse of three years. 

3.3.38 Incidentally, it was seen in Audit that out of Rs 1.27 crore placed at 
the disposal of the Revenue Department, the unspent balance of Rs 65.32 lakh 
was refunded by the department by cheque only in December 2003, after a 
lapse of 30 months. The cheque has not been encashed and credited to 
Government account by the Principal, HMC, Thiruvananthapuram as of 
September 2004. 

Internal Control 

3.3.39 The Internal Control System now being followed in both the 
Departments of ISM and Homoeopathy was based on the Kerala Indigenous 
Medicine Department Manual published in 1966. Though ISM and 
Homoeopathy have been functioning under separate Directorates since 1973, 
no separate Manual for the department of Homoeopathy has been brought out 
yet. The Supervisory Officers at State level and District level were not 
conducting effective inspection of the institutions under their control and 
submitting reports to the higher authorities for review as contemplated in the 
Manual. 

3.3.40 An internal audit wing with three audit parties was functioning 
under the Director of ISM. No training was given to the staff posted to the 
wing as there was no training policy in the department. 

3.3.41 Though the Ayurveda Medical Education has been working as a 
separate department under the Director since November 2000 no separate 
Manual has been prepared so far {October 2004). 

3.3.42 Final rep I ies to 180 lnspection Reports (I Rs) containing 315 
paragraphs relating to the period 1990-2003 were to be sent to Accountant 
General (Audit) as of March 2004. The department-wise and age-wise details 
are given in Appendix XXXII . 

Conclusions 

3.3.43 Funds provided by the GOI for various schemes for the Ayurveda 
and Homoeopathy colleges were not effectively utilised for the intended 
purposes. Essential infrastmcture facil ities for the smooth functioning of the 
insti tutions were not avai lable and in many cases the existing infrastructure 
was not effectively used. Non-observance of guidelines prescribed by the 
CCIM/CCH in AVCs/HMCs in Government/Aided sector was noticed and 
this had affected the quality of education and training of medical students. 

, Internal Control mechanism was e ither non-existent or not effective. 
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3.3.44 Recommendations 
* Monito ring at Government level is required to ensure that the Central 

assistance is passed on to the implementing departments in time and 
the schemes are implemented as per schedule. 

* Infrastruc ture like buildings, staff quarters, e lectrici ty, water, etc., need 
to be provided to Ayurveda and Homoeopathy hospita ls lacking such 
fac ilities. 

* Provision of essential medicine lo hospital s I dispensaries may be 
ensured. in case supplies from ' Oushadhi ' are inadequate. 

* Government level action is required to comply with the norms 
prescribed by CCIM/CCH for AVCs/HMCs so as to ensure the quality 
of education. 

* Departmental Manuals need to be prepared/ up-dated. Internal audit 
wing requires srrengthening. 

Response of the Department 

3.3.45 The repo11 was discussed with the Secretary in charge of ISM & H 
on 2 July 2004. Directors of' ISM. Homoeopathy, Ayurveda Medical 
Education and Principal and Controlling O ffi cer, I-IMC. Thiruvananthapuram 
also participated in the discussion. Audit findings were accepted. The 
Department agreed with the recommendations of Audit. 

3.3.46 The above points were referred to Government in August 2004; 
reply has not been rece ived (November 2004). 

I LABOUR AND REHABILITATION DEPARTMENT 

3.4 Implementation of the Child Labour (Prohibition and 
Regulation) Act, 1986 in Kerala 

Highlights 

The Kera/a Cltild l abour (Proltibitio11 and Reg11/atio11) Rules 1993 and the 
directions issued in 1996 by lite f/onourahle Supreme Court of India laid 
down 1/te proced11re ul/(/ regulated the i111p/e111entatio11 of Child Labour 
(Proh ibition and Regulation) Act. 1986 in Kera/a. A review of the 
i111ple111e111ation of the Act in Kera/a revealed se\'eral inadequacies in tlte 
i111ple111en1atio11 of the Ac:t in rite State. 

r There were significant limitations in the scope of the Act. Children 
employed in domestic labour and cases where the children are 
migrant labourers from other States are not covered under the Act 

:;; Recommendations of the Working Group on Amendment and 
Enforcement of the Act regarding recovery of the compensation as 
arrears of land revenue as also vesting the onus of proof of age of the 
children on the employers were not acted upon. 

(Paragraph 3.4. 7) 
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)..- Surveys conducted in the State on the directions of the Hon'ble 
Supreme Court in J 997 and 2004 failed to identify child labour. 

(Paragraphs 3.4.22- 3.4.25) 

;,... Department failed to effectively frame charges, resulting in acquittal 
of offenders in most of the cases filed. 

(Paragraphs 3.4.13 - 3.4.16) 

,_ The directions of the Hon'ble Supreme Court to provide education 
to the children engaged in non-hazardous occupations have not been 
followed. Action plan for identification of unhealthy and diseased 
children, organisation of medical camps etc. was not implemented. 

(Paragraphs 3.4. I 7 - 3. 4.20) 

~ No modalities had been evolved to perform inspections in a 
systematic manner. 

(Paragraphs 3.4.9- 3.4.12) 
);.- There was no proper monitoring system in the Department 

(Paragraphs 3.4.26 - 3.4.30) 

Introduction 

3.4.1 The Child Labour (Prohibition and Regulation) Act, 1986 (The 
Act) came into force on 23 December. 1986. The State Government framed 
The Kerala Child Labour (Prohibition and Regulation) Rules in 1993 wh ich 
laid down the procedure for implementation of the Act in Kerala. The Act 
prohibited the employment of children who were below the age of fourteen in 
13 notified occupations and 57 notified processes (details are given in 
Appendix XXXllI). It regulated the conditions of work of ch ildren in 
employments where they were not prohibited from work ing. It provided for 
the appointment of Inspectors for ensuring compliance with the provisions of 
the Act. 

3.4.2 In December 1996 the Honourable Supreme Court of India, 
through its judgment in a writ petition, issued directions to State Governments 
regarding fulfilment of the legislative intention behind the Act on the 
disengagement and rehabilitation o f children working in the notified or 
hazardous occupations and regulating the working conditions of the children 
working in non-hazardous occupations. 

Programme Objective 

3.4.3 The main programme objectives are detai led as under: 

, The Act bans the employment of children, who have not completed 
the ir fourteenth year. in specified occupations and processes and lays 
down penalties for employment of child ren. 

, Special schools were established under NCLP to provide a package of 
welfare measures including non-formal education, skill/craft training, 
supplementary nutriti on, s tipend, health care etc. 

Orga11i.rntio11nl set up 

3.4.4 The Secre tary, Labour & Rehabilitation Department was 
responsible for the implementation of the Act. He was assis ted by the 
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Labour Commissioner, two Additional Labour Commissioners and 
other officers•. 

Audit Objectives 

3.4.5 The Audit objectives were: 

? to examine the difficulties in implementation of certain provisions of 
the Act and Rules. 

> to examine the Regulatory and Prohibitory functions under the Act. 

> to check progress of implementation of Supreme Court judgment. 

> to examine the adequacy of monitoring and evaluation mechanism. 

A11dit Coverage 

3.4.6 A test check of the records for the period 1999-2004 available at 
the Government Secretariat, Labour Commissionerate, five District Labour 
Offices (Enforcement)· , five District Collectorates • and the Directorate of 
Public Instructions was conducted during the period February - April 2004 to 
see whether : 

• there was a system of inspection of establishments to identify child 
labourers and the survey was conducted as directed by the Supreme 
Court and necessary follow up action was taken on the findings; 

• the child labourers if any, identified, as employed in any hai.ardous 
work were disengaged and rehabilitated in accordance with the 
provisions of the Act; 

• penal action was initiated and proceeded against the offenders; and 

• educational facilities were provided to the children in non­
hazardous occupations. 

Difficulties in implementing certain provisions of the Act and Rules 

3.4.7 > Children employed in domestic labour are not covered under the 
Act. 

> Consequent to the Supreme Court judgment the State Government 
were required to provide employment to a family member of the 
child who has been disengaged from hazardous occupation. Rules 
framed by Government of Kerala, however, has not clarified the 
position of providing employment to the family member of migrant 
child labourers as family members of such children may not be 
resident of the State from where the child has been detected and 
disengaged from hai.ardous occupation. 

• Joint Labour Commissioners (5). Deputy Labour Commissioners (9), District Labour Officers (14) 
District Labour Officers (Enforccmcnt)/(Admn) ( 12), and Assistant Labour Officers ( 135). 

Thiruvananthapuram, Kollam. Emakulam, Thrissur and Palakkad 
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,. In many cases at the time of inspections. occupiers failed to 
produce certificate of age and did not also contest the contention of 
the Inspector that the child labourer was below 14. Such cases, 
when brought before the courts. were however, dismissed on the 
ground that the prosecution failed to produce medical certificate 
attesting to the age of the child. The recommendation (January 
1997) made to Government of India (GOO by the Working Group 
on Amendment and Enforcement of the Act that the onus of proof 
regarding the age of the Child should be on the employer has not, 
however. been acted upon. Similarly, the Working Group a lso 
recommended that in the event of offending employer failing to 
remit the compensation of Rs 20,000 within 30 days of issue of 
demand notice by Inspector, the amount should be recovered as 
an-ears of land revenue. The Act has not, however, been amended 
to incorporate' thi s recommendation also. 

Regulatory and Prohibitory functions under the Act 

3.4.8 Sections 3 to 5 of Part II of the Act read with the judgement of the 
Honourable Supreme Court prohibits the employment of children in 
establishments where hazardous occupations/processes are carried on. Test 
check of the records revealed violation of the provisions by employers and 
inadequate fo llow up of cases of child labour identified, as indicated below: 

fllspectious 

3.4.9 Inspection is an important regulatory function necessary for 
identification of child Jabour in the state. List of hazardous and non hazardous 
establishments in the State was not available with the Labour Commissioner. 
No modalities had been evolved by the Labour Department to perform 
inspections in a systematic and exhausti ve manner. No targets and periodic ity 
for inspections were also fi xed by the Depa rtment. 

3.4.10 ln the distric ts of Thrissur, Thiru vananthapuram and Koll am where 
de tails of the Child Labour Survey of May 1997 were made available to Audit, 
there were 535. I 7 I 8 and 894 establishments respectively which employed 
child labour. But the average number of inspections conducted annually in 
these districts during 1997-2003 was only 26. I 0 and 114 respectively. Even 
though offict!rs of the rank of District Labour Officers and above were notified 
as Inspectors. the ir work was confined to monthly/quarte rly review of works 
performed by the ALOs. The Department stated that the shortfall in 
inspections was due to inadequacy o f staff and multiplicity of Acts and Rules 
to be enforced by the department. 

3.4.J I Government stated (November 2004) that the enforcement officers 
had since been directed to conduct inspections under the Child Labour Act in 
Child Labour prone areas like construction, fish peeling, hotel and restaurant, 
agriculture and beedi industry. 

3.4.12 ft is suggested that Government may consider designating officers 
of other departments also as Inspecto rs after imparting proper training. 
Similarly, in respect of establishments requiring licence from Government 
Departments/ Local Bodies compliance with the provisions of the Act and 
Rules may be made one or the conditions for grant of licence. 
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Failure ill co11d11ct of cases ill courts 

3.4.13 During the years 1997-99, the Assistant Labour Officers (ALOs) in 
three of the five districts test checked, identified cases of child labour and filed 
19 cases against 18 employers in various Magistrate Courts of which 18 
related to employment of 36 children in hazardous occupations/processes. 
Only in 7 of the 19 cases involving employment of 12 chi ldren, the offonders 
were fo und guil ty and convicted while in the remaining 12 cases involving 26 
children the offenders were acquitted. Acquittals were made by the Courts 
mainly due to the failure of the department, viz., to convince the Courts about 
the age of the child; establish the accused as the owners of the establishment; 
collect the names/addresses of parents of the children; and produce testimony 
or independent witnesses. etc. 

3.4.14 Even in the seven cases where the offenders were found guilty and 
convicted they were imposed with only a fine ranging from Rs 250 to 
Rs 3000. This was due to the fact that the primary offence of employment 
of children in hazardous employment was not effectively brought to the 
attention of the Courts as charges under Section 14(1) for violation of Section 
3 was filed only in respect of three cases while in the remaining cases, charges 
were framed under Section 14(3) for vio lation of Sections 9, 11 and 12({' . The 
Department also fai led to collect civil compensation of Rs 20,000 per child 
from these offending employers as directed by Supreme Court in its 
judgement (December 1996). This indicated serious lapse on the part of 
ALOs. The Department stated that the recovery was not effected as the 
procedure for recovery was not prescribed by Government. 

3.4.15 Government stated (November 2004) that strict instructions had 
been given by the Labour Commissioner to the Inspectors not to commit such 
mistakes in future, to collect the fine of Rs 20,000 per child from the offending 
employers in the hazardous industries as directed by the Supreme Court and 
also to frame charges against the offenders in order to avoid acquittal of 
offenders. 

3.4.16 ft is suggested that suitable training may be imparted to the officers 
in proper defense of the cases in court. 

Ed11catio11 of cltildre11 

3.4.17 The Supreme Court 111 its judgement had directed to provide at 
least two hours of education to the children engaged in non-hazardous 
occupations at the cost of the employer. The survey of 1997 detected 8986 
children as employed in non-hazardous occupations. But only 200 children 
attended the classes in eight centres in 1998-99. Further during 1999-200 I, 
625 children attended classes in 25 centres which indica te that majority of 
children in non-hazardous occupations were deprived of free education. It was 
sta ted by the Labour Commissioner that it was decided (January 1998) to open 
the educational centres only in four districts• in the State and that such centres 

• -;cc1ion IJ- F:ulurc In :.end no11cc 10 lnspcc1or "nhm 30 clays 
11- Failure l o ma1111a1n prc•cnix.'(I rci:1$1cr.. 
12- 1':11lurc 11111i, plJy no11ce con1:i111ini: ahs1rac1~ of Sec1ion ~ and Scc11on 14 

• Th1ruv:man1hapurJm. Kollam. Fmakulam und hJukki 
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would be opened only al places where 20 or more child labourers were 
available. 

3.4.18 The reply of the Commissioner was not tenable as educational 
centre was opened in Idukki District where only four children were identified 
as child labourers during the survey. Moreover, the decision to open 
educational centres only in places where more than 20 children would be 
available, deprived chi ld labourers in the remaining I 0 districts from obtaining 
free education, which was against the spirit of the Supreme Court Judgement. 

Medical Advisory Board 

3.4.19 To give effect to the provisions of Section 13 of the Act, Rule 5 of 
The Kerala Child Labour (Prohibition & Regulation) Rules, 1993 provided for 
the constituti on of a Medical Advisory Board for advising Government on 
providing medical facilities in establishments employing child labour. The 
State Government constituted (June 1997) the Board with the Secretary 
(Labour) as the Chairman, Additional Labour Commissioner as the Convenor 
and with six other members. 

3.4.20 The Board met only once (December I 997) during its tenure of 
three years to approvl.! a time bound action plan for identification of unhea lthy 
and diseased child labourers. organisation of medical camps, strengthening of 
inspection/follow up action, etc. Neither the Action Plan was implemented so 
far (November 2004) nor the Board has been reconstituted after the expiry of 
its tenure in June, 2000. Government stated (November 2004) that the 
proposal for the reconstitution of the Board was under its active consideration. 

No11-e11actme/lf of tile Kera/a Child Labour (Relea.'ie, Rellabilitatio11 a11d 
Welfare) Bill 2003 

3.4.21 Government of Kerala promulgated (March 2000) 'The Kcrala 
Chi ld Labour (Release, Rehabilitation and Welfare) Ordinance 2000' for the 
constitution of a State Council for rehabilitation and welfare of children. The 
Ordinance lapsed as the Bill was not enacted. Though the ordinance was re­
promulgated twice in 200 I the Government could not enact the Bill. The Bill 
was again got prepared (2003) by Government through the Law Refom1s 
Committee, but it cou ld not be got passed by Legislature (March 2004). In the 
absence of this, Government have no control mechanism till date for the 
Rehabilitation and Welfare of Child Labour. 

Supreme Court judgement 

Survey 011 Child labour 

3.4.22 As directed by the Supreme Court, a survey on child Jabour was 
conducted in the Stall.! <luring May-June 1997 by I 985 survey teams 
compri sing of 5145 persons under the supervision of 117 Inspectors, who were 
notified under Section 17 of the Act. The survey identified I 081 child 
labourers as work ing in hazardous occupations/processes. The Inspectors who 
visited the spot immediately after the survey to ascertain the present position 
of the children identified in the survey cou ld not find any child employment in 
such occupations. It is possible that the offending employers took evasive 
action soon after the survey to avoid penal action by empowered officials 
under the Acl. The department, however, stated (March 2004) that the survey 
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conducted was not reliable due to various reasons such as failure in the 
original investigation to rightly distinguish hazardous and no n haza rdous 
occupations and to ascertain the actual age of Child labour, etc. Thus the 
survey conducted in compliance of Supreme Comt directions was rendered 
unfruitful. 

3.4.23 As the Department fe lt the need for identi fying child labour in the 
State, the Directorate of Economics and Statistics of the State Government 
was entrusted with the task of conducting a fresh smvey to assess the number 
of child labour in the organised sector. The survey was conducted during 
February 2004 to March 2004 and covered 2.35 lakh registered enterprises 
from among an estimated 16 lakh enterprises in the State ( 15 per cent). Out of 
375 cases of child labour identified in the survey 48 cases were in hazardous 
occupations. 

3.4.24 Though the resu lt of the survey was intimated (June 2004) to the 
Labour Commissioner, the officers of the Labour Department who conducted 
fo llow up inspections could not find any child employment. Thus this survey 
also failed to achieve the object of identify ing child Jabour in the State. 

3.4.25 It is suggested that Government may consider involving NGOs also 
in giving adequate publicity to the provisions of the Act. 

Monitoring 

Ineffective fimctio11il1g of tlte State level Mo11itori11g Cell 

3.4.26 As directed by the Supreme Court, a separate Cell in the Labour 
Department ht!aded by a Joint Labour Commissioner (Enforcement) as 
Chairman with three other members was constituted in June, 1997. Neither the 
minutes of meetings nor the details of action taken, if any. by the Cell was 
produced to Audit. Even though the Chairman retired in June 200 I , the Cell 
had not been reconstituted yet (May 2004 ). 

3.4.27 The Labour Commissioner stated that the records in respect of the 
functioning of the Cell were not readily available, and the remedial education 
programme and other fo llow up actions initiated, were not in existence after 
200 I . Therefore, the Monitori ng Cell constituted did not actually have any 
substantia l work to do and hence the Cell was not reconstituted. This 
contention was not tenable as the Cell was required to monitor the 
implementation of the provisions of the Act/Judgment as an ongoing process. 

Reporti11g System 

3.4.28 The Annual Administration Reports (AAR) of the Labour 
Department for the years 1997-200 I showed a steady decline in the conduct of 
inspections, identification of child labour and follow up actions. ll1ere was 
some improvement during 2001-02. Number of inspections/follow-up reported 
to GOI in Annual Reports (AR) was, however, inflated as shown below: 
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Number or Number or child Number of Number or 
lnspectiom. as labour detected as prosecutions as convictions as 

per per Der per 
Year AAR AR AAR AR AA R AR AAR AR 

1997-98 80 1 2783 NA 26 11 17 - 4 
1998-99 778 1788 NA 9 4 4 2 I 
1999-00 665 1797 NA 10 I I - -
2000-01 416 1695 NA 5 I I I 3 
2001 -02 828 2798 NA 36 - - - I 
TOTAL 3488 10861 NA 86 17 23 3 9 

NA - No1 a vmftrbfe 

3.4.29 Against a total of 3488 inspections conducted, the number reported 
to GOI was I 086 1. Reason for the wide variation has not however been stated 
(May 2004). 

3.4.30 Even though 38 Child Labourers were identified and 19 cases filed 
in the courts during 1997-2004 by ALOs in the five districts test checked, 
Labour Commissioner stated tl1at no case of child labour was detected during 
this period. This would indicate iliat the Head of the Department was not 
aware of the happenings and po ints to the urgent need of a good reporting 
system. 

Conclusions 

3.4.31 Even though the C hild Labour (Prohibition and Regulation) Act 
came into force in 1986, the State Government framed Rules for the same only 
in 1993. The directions given by the Supreme Court in the judgement of 
December I 996 viz., complete elimination of child labour in the hazardous 
sector. constitution of ch ild labour rehabilitation-cum-welfare fund, effective 
fu nctioning o f the monitoring cell and granting of alte rnative employment to 
one guardian/parent of the disengaged child were also not implemented. The 
State Government d id not evolve a strategy so far for providing two hours 
education to the children engaged in non-hazardous occupations at the cost of 
employers. The Department failed in monitoring, timely detection of cases of 
child labour, collection of evidence and proper presentation of cases in ilie 
Court. 

3.4.32 Recommendations 

•!• Government may consider designating officers o f other departments 
a lso as Inspectors after imparting proper training. 

•!• ln respect of establishments requiring licence from Government 
Departments/ Local Bodies compliance with the provisions of the Act 
and Rules may be made one o f the conditions for grant of licence. 

•!• Arrangements for providing part time education to children employed 
in non-hazardous occupations should be made in all districts. 

•!• NGOs may also be involved in giving adequate publicity to the 
provisions of the Act. 
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Response of the Department 

3.4.33 Secretary to Government stated that shortage of staff and 
consequent lack of inspections contributed to the weak implementation of the 
Act. He agreed with all the recommendations of Audit. 

LOCAL SELF GOVERNMENT (RURAL DEVELOPMENT) 
DEPARTMENT 

I 3.5 Pradhan Mantri Gram Sadak Yojana 

H ighligltt.'i 

Govem111e11t o.f India launched (Dece111her 1000) a ce11t per ce11t Ce11trally 
Spo11sored Scheme vi:: .. ? radium Mantri Gram Sadak Yojana (PMGSY) aimed 
at providing good all-weather road con11ectivity lo the 1111co1111ectecl habitation 
in rural areas. Unconnected habitations with a population of /000 persons 
and above are to be covered in three years (1000-03) and those with a 
population of 500 and above by the end of the Tenth Plan period (2007). 
Implementation of the scheme which commenced in the State from 2000-01 
s1tjfered.fi'o111 mriotts shortfalls/sl10rtco111ings such as n011-11tilisation of Jwul\', 
non-achievement of physical targets, 11011-adhere11ce to GO! guidelines. 
extending 1111i11tended he11e.fits lo contractors. etc. 

);. State failed to utilise the funds released by GOJ and the unspent 
balance as at the cud of 31 March 2004 amounted to Rs 20.68 crore, 
being 30 per cent of the funds allotted. 

(Paragraph 3.5. 7) 
,. There was heavy shortfall in physical achievement as only 107 roads 

with a length of 217.22 km (out of 217 roads having a length of 370.30 
km taken up during 2000-02) had been completed, which constituted 
only 60 per ce11t of the works undertaken as of March 2004. 

(Paragraph 3.5.13) 
,. Core Network of roads as prescribed in the guidelines had not been 

prepared and got approved so far. 
(Pamgraplt 3.5.11) 

,. Payment of lead charges for conveyance of earth and allowing 
concessional rate of sales tax for procurement of bitumen resulted in 
extending unintended benefit of Rs 93.98 lakh to contractors. 

(Paragraph!i 3.5.15 - 3.5.16) 
,. Four road works entrusted to a contractor for Rs 3. 75 crore in 

2000-01 were in an abandoned stage from June 2002 after incurring 
Rs 99.72 lakh. Works were retendered only in January 2004 resulting 
in increase in cost by Rs 1.12 crore. 

(Paragraph 3.5.17) 

Introduction 

3.5.J In Kerala. 41 packages were identified in 41 Blocks of 14 Districts 
for implementation of the scheme. The scheme also provides for upgradation 
of existing roads in the districts where all the habitations have been provided 
with road connectivity and using upto 20 per cent of the State's allocation for 
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upgradalion where unconnected habitations still exist. 

Objective of the .\·cheme 

3.5.2 The objective of the PMGSY is to provide connectivity by way of 
::in all-weather road to the unconnected habitations in rural areas so that 
. ervices (educational, health. marketing facilities, etc.) which are not available 
in the unconnected habitutions become available. Accordingly a Programme 
Implementation Unit ( PTU) constituted in each District Rural Development 
Agency (DRDA) with Proje<.:t officer, DRDA as Chaim1an and manned by 
competent technical staff prepares the project proposals and Detailed Project 
Reports ( DPRs) and forwards them to lhe State Technical Agency (College of 
Engineering, Thiruvananthapuram) for scrutiny of designs and estimates. 
DPRs are then forwarded to the Nationa l Rural Roads Development Agency 
(NRRDA) which submits the same to the Ministry of Rural Development, 
GO! for clearance. 

Orga11i.rntimwl set 11p 

3.5.3 The Commissionerate of Rural Development is the Nodal 
Department vested with the overall responsibility for implementation of the 
project in the State. At the district level. DRDA was responsible for 
implementation of the scheme. 

A udit objectives 

3.5.4 The objectives of the review were to see whether: 

,.. the selection of' unconnected habitations was according to the 
prescribed gu idclincs; 

r funds were obtained and utilised for the purpose for which they 
were given within the time prescribed; 

,. packages taken up were completed as per schedule in accordance 
with the prescribed guidelines. 

A udit coverage 

3.5.5 A review was conducted by test check of records of the 
Commissionerate of Rural Development and six• out of 14 DRDAs covering 
16 out of 4 I packages approved during 2000-04. 

Funding pattern 

3.5.6 During 2000-0 l funds were received through State budget. For 
subsequent years funds sanctioned for the scheme by GOr were credited to 
Savings Bank Account of the Nodal Department in State Bank of India which 
was in tum released to the separate bank accounts operated for PMGSY by 
each ORD/\. 

3.5. 7 The funds rl!Ceivcd. expended and unspent balance as on 31 March 
2004 were as under: 

• i\lappwh.1. Ko11u~3111, Ko1h1~o<k 'vl:il:1pp11 r:1111. l'alakbd and Way:mad 
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(R11oecs i11 crore) 
Year Funds rccc:hed from COi Exocnditure Unsoent balance 
2000-01 l 9 ~ I IJ 76 5.95 
2001-02 27.h5 2'.! 50 5.15 
2002-03 11.43 12.23 - 0.80 
2003-04 10 .'ll Nil 10.38 
Total 69.17 48.49 20.68 

' 1 he ligur~'S 111c.J1ca1cd aga111s1 2002-03 rd a led 10 funds r~'CCl\Cd for proposals sancllon~'ll for 20111--02. 

3.5.8 The proposals for the year 2003-04 were sent only in Jul y 2003 by 
the Department and sanction for these was received from the Ministry in 
December 2003. As there was not sufficient time during the year for 
execution of works. no expenditu re was incurred during 2003-04 despite 
a llotment or Rs I 0.38 crore. No speci tic reasons were on record for the delay 
in submitting the proposals. Due to the de lay in rendering proposals by the 
State Government, the targeted population were denied the benefit of road 
connectivity. 

3.5.9 In the six DRD/\s tesl checked. the progressive expenditure 
incurred as of March 2004 was as follows: 

(R1111ees i11 lak/i) 
District Funt.ls reC"eiutl Exnentllture Balance 
V.'avanad -l'l'J.')(l -188.07 11 .89 
Palakknll -ISll.13 -154 73 25.40 
M;1laoouram 6% .61 711.04 - 14.43 
Ko1hikodc -1 52J7 410.38 -11.99 
Ko1tuy;11n 232.:iO 220.58 11.72 
Alapp111h:1 -1 57.<iJ 4-18.84 8.79 

Total 2819.00 27:\3.(14 99.79 

In Malappuram district interest accrued amounting to Rs 14.43 lakh on the 
funds deposited (Rs 6.97 crorc) was also utili sed for the scheme, which was in 
violation of GOI guidelines. 

Programme management 

3.5.10 The revie\\ revealed deficienc ies such as non-preparation of Core 
Network of roads, non achievement of physical targets, provision of multi 
connec tivity instead of single road connecti vity, extending unintended benefit 
to contractors, diversion or funds. non-compliance with Government of India 
guide lines as discussed below: 

S electio11 <~f roads 

3.5.11 As per PM(jSY guidelines each roadwork taken up should form a 
part of the Core Network, which is the minimal network of roads that is 
essential to pro,·ide basic access to essential social economic services to the 
selected habitations. However, such a Core Network had not been prepared so 
far. Instead, Government had authorised NA TPAC" to prepare draft District 
Plans for selecting the rural roads under PMGSY by gathering the data 
including unconnected habitation from the Block Panchayats. Thereafter the 
draft District Rural Road Plan of all districts were fina lised by the concerned 

'aunnal fr:m,1101r1a11011 l'lannm!! Jm.1 l<t.:~carch Ccnlrc an auwnomous bod) under 1he con1ml ofS1a1c 
vm emmcnl 

79 



Phys ical achie\•eme nl 
was below 60 per cent 
of the works taken up 

Ins tead of ingle road 
connccth ity multi­
connecth ity ~as 
1>rovided 

Lcall charge~ paid 
for conveya nce of 
earth re~ultcd In 
unincended benefi t of 
Rs 62.92 lakh 10 

cont ractors 

A 11tli1 Report (( ·11·i/J for tht• rear end<'d 31 Me1rd1 2004 

Block Panchayats and District Panchayat in consultation with MPs and MLAs. 
Accordingly 5677 unconnected habi tations were identified and the all-weather 
roads proposed for connecti vi ty was to the extent of 14 11 6.73 km. The 
estimated financ ial req uirement was assessed to be Rs 1411.77 crore. Though 
this is a cent p er cent Centrally spo nsored scheme, the Department/ 
Government had made proposals o nly for connecting four per cenr of the 
targeted habi tations and fai led even in utilising the amount rece ived from GOI. 
A separate benchmark indicator report givi ng status o f key indicators o f 
education, health, income, etc., to be attached to each DPR had also not been 
prep~red . 

lmplem e11tatio11 of tlte sch eme 

3.5. 12 The scheme was implemented in four Blocks in four districts 
during 2000-0 I and in 37 Blocks in the remaining I 0 dis tricts du ring 2001-02. 
The work in each Block was c lassified as a package. No Blocks were selected 
in 2002-03. Fourteen packages, one in each dis trict sanctioned (December 
2003) for the year 2003-04 had been tendered as of 3 1 March 2004. Even 
though al l the habitations with a popula tion of I 000 persons and above were to 
be covered by 2003, Government did not take effective action even in 
selecting the blocks. This would indicate that the Government/Department 
was not very keen on the implementa tion o f the sc heme despite avai lability of 
funds from GO!. 

Pltysica/ acltievem ent 

3.5.13 Out o f 21 7 new road works taken up with a total length of 
370.30 km, I 07 roads tota lling 2 I 7.22 km were completed which constituted 
only 60 per cent of the works undertaken as o f March 2004. Out of 14 roads 
unde rtaken for upgradation. seven roads were comple ted. In the DRDAs test 
checked. out of 64 roads taken up for construction 20 remained incomple te as 
o f March 2004 despite spending 97 p!!r cent of the funds received. It was seen 
that against the stipulated time of six months for completion of works, the time 
taken was upto three years. The delay was mai nly due to abandonment o f 
work by contrac tors. non-availabil ity o f required land and non-clearance of 
s ite by removal o f ut ilities. etc. 

Providiug M 11/ti-co1111ecti11ity 

3.5. 14 As per the gu ide lines onl y sing le road connect1v1ty was to be 
provided. But multi connectivity was seen provided in tw o packages -
No.0902 and No. 120 I - approved for Wayanad and Malappuram DRDAs 
respectively. While preparing the proj ect proposal s by PIU. tw o roads each 
were inc luded in the package for connecting the above habitations as a result 
of improper investigation. The State Techn ical Agency also failed to observe 
th is while scru tinising the DPRs which resulted in additiona l expenditure of 
Rs 82.73 lakh. 

Uui11te11ded benefit to co11tractors 

3.5.15 As per the guidel ines, no lead cha rges shall be paid for 
tra nsportation o f' soil. But transporta tion charges of Rs 62.92 lakh were paid 
for conveya nce o f 99470 111

1 
of cut earth in fi ve DRDAs. This resulted in an 

unintended benefit to the contractors as deta iled be low: 
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SI. Name of 
Parkage No. Quantity of earth Amount 

No. ORD.A com eyed (m·') paid 
I Kannur KR-0401 to 0403 29550 14.89 .., 

Kol lam KR-060 I & KR-0602 21449 15.94 -
3 MalappurJm KR 1006 23303 13.63 

4 Path;inamlhilla 
KR-1101. KR-1102 & 

13977 10.38 KR-1103 
5 Wayanad KR-120 1 11191 8.08 

Total 99470 62.92 

The J epartment may investi ga te the reasons for extending undue benefit to the 
contractors and fix responsibility fo r the loss susta ined to Government. 

3.5.16 As per spec ial conditions a ttached to contracts executed for 
PMGSY works. suppl y of departmenta l materia ls was no t envisaged . This was 
not adhered to by four· o ut of six DROAs test checked as they arranged 
procurement of rubberised bitumen ( 1022.60 MT) for the works directing the 
suppliers to charge sa les tax at concessional rate (4 per cent + 15 per cent 
AST) applicable lo Govcrnmc111 purchases agains t nom1al rate (30 per cent 
+ 15 per cent T). This resulted in an undue bene fit o f Rs 31 .06 lakh to the 
contractors. O n th is bcmg. pointed out. the Department had agreed to review 
the matter. 

Loss due to 1w11-re11ewa/ of Ba11k Guarantee 

3.5.17 In ldukki DRDA, <luring 2000-01 construction of 4 roads estimated 
to cost Rs 4.99 crore was entrus ted to a contractor at an agreed amount of 
Rs 3.75 c rore. The contractor abanJoned the work after executing earthwork 
and receiving Rs 99.72 lakh till June 2002. The work was te rminated at the 
ri k and cost of the contrac tor in March 2003. No ac tion had so far (May 
2004) been taken lo finalise and realise the risk and cost liability. It was 
noticed that Bank Guarantee of Rs 37.48 lakh furni shed by the contractor 
expired in July 2002. But the upe rintending Engineer being the custodian of 
the same did not take any action to get the bank guarantee renewed in time. 
Therefore the bank guarantee could not be adjusted towards the risk and cost 
rea lisable from the contractor. 'I he work was retendered in January 2004 al a 
re ' ised estima te cost o r Rs 5.1 1 crore increasing the cost by Rs 1. 12 crore with 
reference lo the origina l estimate. 

Diver.\·io11 of ji111d.,· 

3.5.18 Funds were a llotted to each DRDA based on the DPRs. However, 
the unspent balance o f Rs 3.93 crorc ava ilable with ldukki DRDA was 
transferred to s ix o ther DRDAs~ in 2003-04. Thus, funds received for one 
district during 2000-01 were transferred to other DRDAs, although the works 
for which it was sanctioned remai ned incomplete. The diversion made by the 
department was not on any speci fie authority and hence irregular. The 
DRDAs which received the di vcr1eJ funds utilised it for additional works 
included in the re' ised estima te, before getting approval from the Ministry. 

'Al.1pp117ha. Konayam. KMh1kod~ am.I :Vl31appur:im 
• Fmakulam Rs I er.ire. Kannur Rs 0.~.3 norc. Kasam~od Rs 0.40 crorc. Ko7hikodc Rs O SO crorc. 

\lblapµuram R' I er ore nnJ l'athanamthittJ R~ 0.50 nm~ 
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The diversion of funds from one di strict to another and uti lising it to incur 
expenditure in excess of sanctioned estimate was highly irregular. 

No11-compliance witlt provisions of the guideli1tes 

3.5.19 Test check of the records in the Commissionerate and District 
offices revealed non-compliance with the provisio ns of the guide lines in the 
following key areas: 
SI. 

Provision Remarks 
No. 
I. Each road work taken up under PMGSY should be part of Core Core Network not 

Network prepared 
2. Nodal department wi ll identify and establ ish a State level Established in 

autonomous agency with a distinct legal status for receiving fund,; December 2003 onl y 
3. State wrll set up a State level standing committee to vet Core Not set up 

Network and project proposals 
4. Bench mark indicator to be attached to proposals Not done . 
5. Second tier quality control structure to be set up rndependent of Not set up 

Pl Us for periodical rnspectrons to ensure quality 
6. There wrll not be separate Bank account of Pl Us for programme Every PIU operates a 

expenditure separate Bank 
account 

3.5.20 In the absence of core ne twork the selection of packages was 
defective. Apart from this there was no control mechanism to monitor the 
implementation of the selected packages resulting in non-ensuring the quality 
of works completed. 

Lack of mo11itori11g meclta11is111 

3.5.21 A separate wing had been formed only in December 2003 at State 
level to supervise the PMGSY works to ensure its quality as provided for in 
the gl1ide lines. The supervision was limited to the no rmal checks applied by 
the DRDA staff a long with many other schemes implemented by the Project 
Officers. Though progress reports were prepared, no analysis or fo llow up on 
these reports was undertaken. Changes/ improvements in construction of work 
were made only on the bas is of the reports of Joint Director, National Rural 
Road Development Agency. 

Conclusions 

3.5.22 Eventhough PMGSY envisaged providing connectivity to all the 
unconnected habitations with a popu lation of I 000 persons and above by the 
year 2002-03, many of the packages taken up from 2000-01 remained 
incomplete as of March 2004. The basic requirement viz., Core Network of 
roads was not prepared and got sanctioned before implementation of the 
scheme. In the absence of a separate Benchmark indicator report, status of 
key indicators of education, health, income, etc., of the habitations could not 
be ascertained. Inadequate investigation before commencement of works 
necessitated revision of estimates at late r s tages and increase in cost of works. 
Some works could not be taken up due to non-avai lability of land, non­
c learance of site by removal of utilities, etc. Inadmissible/unintended benefits 
were allowed to contractors. 

3.5.23 Effective monitoring mechani sm and supervising system were not 
evolved. Severa l key provisions in the guidelines meant for effective 
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implementation of the scheme and to ensure proper control, supervision and 
quality of works were not complied with. 

3.5.24 Recommendations 

* The Core Network. the basic requirement for selection of road works 
under PMGSY shou Id be prepared and got approved at the earliest. 

* There should be bette r co-ordination between various agencies involved 
in road construction/maintenance to avoid arranging same works by 
more than one agency. 

* Unauthorised transfer/diversion of funds from works not yet completed 
should be avoided. 

* The estimates prepared by the PfUs should be thoroughly scrutinised by 
field visits so that large scale revision of estimates after rece ipt of 
sanctio n is avoided. 

Response of the department 

3.5.25 The report was discussed with the Commissioner for Rural 
development. The Commissioner agreed to -

• Take remedial steps to avoid shortfa ll in utilisation of PMGSY funds 

• Obtain approval for the Core Network shortly 

• Guard against the lapses/omissions pointed out by Audit in future 

• Prepare Bench mark indicator report 

3.5.26 The above points were referred to Government in August 2004; 
reply has not been received (November 2004). 

I FINANCE DEPARTMENT 

3.6 Information Technology Audit of Treasury Information 
System 

Highlights 

The computerisation of treasuries i11 the State taken up in 1998 at 011 estimated 
cost of Rs 13. 70 crore was imple111e11ted in 23 District Treasuries and 165 out 
of 166 Suh Treasuries by September 2004 incurring a11 expenditure of 
Rs 19.54 crore. l11for111atio11 Tec/1110/ogy (IT) audit of Treasury Information 
System (T!S) was conducted to assess the extent of benefit derived from TIS 
and its accuracy and reliability. 

,.. T here was no record of testing and acceptance of the TIS version 3.0 
software by the Department. 

(Paragraph 3.6.J 1) 

r Treasury \Vide Area Nehvork for interconnecting the treasuries and 
Data Centre vital for updating master files and macro level budget 
monitoring had not yet been set up. 

(Paragraphs 3. 6.13 - 3. 6.15) 
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~ Rep\>rt generation in respect of Personal Deposit/Savings Bank 
transaction was defective. 

(Paragraphs 3.6.44-3.6.49) 

~ Improper data validation in the case of Savings Bank Accounts 
resulted in inflating of the balance to the extent of Rs 310.73 crore. 

(Paragraph 3.6.30) 

).- Saving Bank Account, Personal Deposit Account and Fixed Deposit 
Account balances were increased by Rs 4.62 crore, Rs l 03.30 crore 
and Rs 211.60 crore respectively using the facility in TIS for 
alteration of balances, without any supporting documents to verify 
such transactions. 

(Paragraph 3. 6.38) 

Introduction 

3.6.l Department of Treasuries, unde r the administrative control of 
Finance Department. is mainly responsible for receipt and payment of money 
on behalf of Government and maintaining accounts relating to these 
transactions. The Department also acts as the Banker in respect of Local 
Bodies and others who keep their fonds with the Treasury. 

3.6.2 The scheme of computerisation of treasuries in the State estimated 
to cost Rs 13 .70 crore was sanctioned (April 1998) based on the report 
(January 1998) of a High Level Committee. The Department had so far spent 
Rs 29.54 crore (January 2004) which inc luded Rs 6.8 1 crore out of Rs 7.33 
crore awarded by the Ele\enth Finance Commission. Increase in cost over 
estimate was attribured to inc rease in number of servers/nodes provided and 
additional civil/electrical works carried out for installation of computers and 
allied equ ipment. 

Objective of computerisation 

3.6.3 The Treasury Information System (TIS) was developed to: 

>- computerise all treasuries. 

,. interconnect all treasuries in the State and link them to the Directorate 
of Treasuries and Finance Department, 

,. render timely accounts to Accountant General (AG), 

).- obtain day to day financial position of the State and 

>-- exercise demand-wise/head of account-wise/scheme-wise/treasury-wise 
control over expenditure 

Org{l11isatio11ol \'t!t up 

3.6.4 The Treasuries Department is under the administrative control of 
the Finance Department. The Director of Treasuries (Director) is the Head of 
Department assisted by two Joint Directors at the Directorate. There are three 
Regional Offices. 23 District Treasuries. l 66 Sub Treasuries, I 0 Stamp Depots 
and 17 One Man Treasuries under the Department. 

Audit objectives 

3.6.5 The objectives of Information Technology Audit of the Treasury 
Information System (TIS) was to assess the accuracy and reliability of the 
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infomrntion generated out of the system and to ascertain how far the benefits 
of TIS could be derived. 

Audit Cn\lerage 

3.6.6 IT audit of treasuries was conducted during August 2003-January 
2004 covering the Directorate, 5 District Treasuries"' and 13 Sub treasuries11

• 

During Audit it was examined wheU1er the TIS has been desi!:,rned with 
adequate controls to maintain data integrity, safeguard asse ts and to allow 
organisational goals to be achievep e fficiently and effectively. TIS backup 
data relating to District Treasury, Thiruvananthapuram was uploaded into 
DB2 ... and analysed using Computer Aided Audit Technique. 

Programme Management 

3.6.7 According to the report of the high level committee all treasuries in 
the State were to be computerised in three phases and completed by 31 March 
1999. As of September 2004, the System was installed in all the 23 District 
Treasuries (OT) and 165 out of 166 Sub treasuries (ST) of which 104 Sub 
treasuries were computerised only during 2003-04 due to delay in site 
preparation and procurement of hardware. 

3.6.8 Treasury Infom1ation System (TIS version 3.0) developed by 
National Informatics Centre (NIC) with DB2 as back end and Power Builder 
as front end was installed for on-line operation at District Treasury, 
Thiruvananthapuram from I February 2000 and replicated in other treasuries 
thereafter. 

3.6.9 Computer System would produce results accurately and with 
greater speed only if it is designed properly with adequate controls. General 
computer controls cover security management, data centre operations, 
hardware/software acquisition, its maintenance, backup and recovery plans. 
Application controls ensure proper authorisation, accuracy and completeness 
of data input as well as output. Absence of controls may result in data loss, 
data com1ption, fraud and may affect the continuity of the operations of the 
organisation. 

3.6.JO Audit scrutiny revealed that the Department has not yet tested the 
adequacy of these controls in the software installed for on-line operation from 
151 February 2000. It was al so seen that required infrastructure such as Data 
Centre, Wide Area Network (WAN), nodes to Bank. etc ., were not set up for 
efficient functioning of the system; instructions relating to system security 
issued by Government were not followed and application controls were 
inadequate leading to bypassing of controls, incorrect database maintenance 
and incorrect report generation. 

• Th1ruvanan1hapuram. Kallakkadn. ra1hanam1h11ta. Thrissur and Kannur 
• Secrc1a1 1at. V1kas Bhavan. Pension raymcnL rrincipal Sub 1reasury Th1ruvnnan1hapuram. Allin11nl. Neyyauinkara. 

rarassala. ra1hannnnhma. Adoor. Kunnnmkulam. Thrissur. Thaliparamba and Kannur. 
• A Rela1ional Daiahnse Mana11cmcn1 S~1cm supponcd by IBM 
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Failure to test controls 

Absence of records of testing and acceptance of Sof tware 

3.6. l 1 A standard computer control practice is to ensure that only 
authorised and fully tested application software is placed in operation. During 
July J 999 Government constituted a Committee for testing and acceptance of 
the Software. But the Committee did not submit any report even after fo ur 
yea rs. Though an expert group was formed (November 2002) for an 
aggressive fi nal testi ng of the software, TIS version 3.0 to be completed by 
30 December 2002, the re was no record of completion of such testing. 

3.6.12 The Department stated (September 2004) that the software was 
installed in DT, Thiruvananthapuram and late r at a ll other treasuries as it was 
acceptable to the Department. The reply is equ ivoca l in the absence of 
documentatio n re lating to acceptance o f the software based on approved 
testing methodology. 

Absence of requ ired infrastructure 

A bsence of Treasury Wide Area Network 

3.6.13 Mention was made in para 5. 1 of the Report of the Comptro ller and 
Auditor General of India for the year ended 3 I March 2001 (Civil) about the 
non-functioning of the WAN connecting the treasuries in Thiruvananthapuram 
and Pathanamthitta Districts set up at a cost o f Rs 96. 70 lakh. As the WAN 
was a fa ilure , the network was not extended to the treasuries in other Dis tricts. 
Hence the function of TIS was reduced to compila tion of transaction and no 
information was derived out of the System fo r macro level budget monitoring 
for effective Ways and Means contro l. 

3.6 .1 4 The Department stated (September 2004) tha t Treasury WAN 
connecting a ll T reasuries with Direc torate, F inance Department and 
Accounta nt General's O ffice was under consideration of Government. 

No11-establishme11t of Data Centre at the Directorate 

3.6.15 As per the scheme a ll District Treasuries were to be linked to a 
Data Centre at the Treasury Directora te. But no such Centre had been set up at 
the Directorate to link it wi th the D istrict T reasuries so as to consolidate daily 
receipt and payment da ta or to assess day-to-day cash position. There was no 
module under TIS to discharge this function of the Directorate. In the absence 
of a Data Centre with required software, there was no a rrangement for 
upda ting Master Data fil es to be maintained centra lly. As a resul t, master files 
are to be updated at each of the 189 locations leading to scope for error and 
delay in effecting changes. 

3.6.16 Department stated (September 2004) that an IT Management Cell 
had been set up for updating centrally maintained master data fi les and 
creation of a central database fo r comp ii ing transaction data from a ll treasuries 
was in progress. But the Department had not yet devised methodology fo r 
transfer/updating of such data in the absence of WAN. 

Abse11ce of TIS 11odes at Bn11k 

3.6.J 7 ft was decided (June 1999) to provide TIS nodes to Banks at par 
with the number of transactions in each Bank to fac ilitate access to TIS data to 
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view the details of bills passed for payment and enable the treasuries to 
ascertain head of account-wise receipt and expenditure on the same day. Two 
nodes, two modems, one hub with necessary cabling were provided for State 
Bank of Travancore (SBT), Thiruvananthapuram Branch attached to 
Thiruvananthapuram District Treasury. But such nodes had not been provided 
to the Banks concerned in respect of 103 banking treasuries. In the absence of 
nodes at Bank, there was abnormal delay in day book closing in respect of 
banking treasuries due to delay in receipt of scroll from Banks causing delay 
in submission of monthly accounts to AG. Though TIS nodes in DT, 
Thiruvananthapuram is provided to the bank, nodes were not provided to 
banks in respect of STs resulting in delay of 10 to 12 days in receipt of 
accounts by AG. 

Misuse of TIS facility for backlog voucher/cha/an entry 

3.6.18 As per User Manual, the data entry, scrutiny and passing of bills in 
respect of banking treasuries are to be done through the computer before 
sending the bills to Banks for payment. The System generates a daily sequence 
number to identify each transaction and also captures the date and time of the 
data entry, scrutiny and passing of bills together with. user id for audit trail. It 
was, however, seen that the system was not at a ll used for scrutiny and passing 
of the bills in the banking treasuries test checked. Instead, the details of bills 
passed were entered using the backlog option on receipt of the paid vouchers 
from Bank with scroll. The backlog option had actually been provided in TIS 
for entering data which may fa ll in arrears due to an interruption of on-line 
system or due to an emergency situation such as network failure or system 
fai lure. Due to misuse of this faci lity, data entry was in arrears in these 
treasuries for 3 to 20 days, which would affect the time schedule for sending 
the vouchers and List of Payments (LOP) to AG, defeating the very purpose of 
computerisation. 

3.6. 19 The Department stated (September 2004) that Poe • system had 
been introduced in all banking treasuries thereby eliminati ng misuse of the 
System. The Department's failure to review the effectiveness of 
computerisation led to the delay of more than four years in extending POC 
fac ility to all banking treasuries. 

Absence of System Security 

Failure to m011itor Audit Trail 

3.6.20 Audit trail is incorporated into an IT System for tracing an item 
from input through its final stage. TIS version 3.0 has the facility to capture 
details of terminal log on, start up time, activities of user etc. Further, 
Government stipulated (January 2000) maintenance of the System 
Administration register, Password register and Daily Activity register. But 
these Registers were not seen maintained by the Treasuries covered by audit. 

3.6.21 A scrutiny of the data relating to audit trail in DT, 
Thiruvananthapuram revealed that log out details were missing in 20381 out 
of 87259 cases. User name and log on time were duplicated in 997 records, 

• Pay Order Cheque treated as negotiahle instrument 
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which included log on by the same user to another te rminal simultaneously 
due to absence of restriction regarding multiple log on . . 

3.6.22 Analysis of Electronic data revealed 2 to 5 log in attempts by users 
due to absence of provision to restrict unauthorised log on and/or provision for 
automatic tenn inal shut down after 2 unsuccessfu l log in attempts. 

3.6.23 The Department had neither entrusted the periodic review of audit 
trail to any responsible officer nor evolved a documented procedure for 
regular monitoring of audit trail to watch deviations in access trends and to 
ensure compliance of instructions relating to system security. 

3.6.24 The Department s tated (September 2004) that directions had been 
issued to Treasury Officers during August 2004 to maintain the registers and 
to monitor daily activities. Missing log-outs were attributed to abnormal 
termination o f applications and mu ltiple log-on was resorted to for utilis ing 
the ervices of the user during the time taken to generate lengthy reports. As 
the Depa rtment has not li lled up any technica l posts and the System 
administration is managed by the staff at lower level, steps for effective 
security monitoring need to be taken. 

l ack of clla11ge m a11age111e11t co11trol 

3.6.25 The menus described in the User Manual in respect of version 3.0 
of TIS and versions of software in use in the treasuries varied drastically. 
Though many changes had since been made to the earl ier version installed 
during February 2000, the present version is s till numbered as 3.0. The details 
of amendments after insta llation of the so ftwa re had not been documented. 
There was no record of testing the amendments. Different editions of version 
3.0 were also seen runn ing in different tTeasuries and even in the same treasury 
(Eg. ST, Parassala). In the absence of change management and version 
control, the Department cou ld not ensure that the latest modifi ed version was 
insta lled in all Treasuries and the users were benefited by the program 
amendment. There is a 1isk of accidental or malic ious changes to software and 
data due to poor change management control. 

3.6.26 The Department sta ted (September 2004) that TIS version 3.0 had 
been frozen from December 2003 to ensure that the same software was 
mnni ng in all the treasuries. The Department has to ensure that the latest 
version is installed in a ll the 188 treasuries computerised. 

luejfective back up policy 

3.6.27 Back up policy formu lated and c irculated by Government during 
January 2000, stipulated that two copies (one in tape and another in CD) each 
of back up of transaction data should be taken on each working day and two 
copies of the back up of data relating to accounts should be taken every month 
in CDs. o f w hich one copy should be kept by the Treasury Officer concerned 
and the other shou ld be sent to the nearest treasury identilied by the Director 
for off-site storage. 

3.6.28 But the prescribed procedure for back up was not followed in two 
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treasuries• as CDs and/or CD writers had not been supplied. Against the 
requirement of six tapes in each treasury for taking back up, one to three tapes 
only had been suppl ied lo three treasuriesu. The Director had not yet (January 
2004) identified the treasuries for off-site storage of back-up. In the absence of 
adequate back up and off-site storage of data, it would be difficult to restore 
the system in the event of a disaster. 

3.6.29 The Department stated (September 2004) that the Treasury Officers 
had been directed to fo llow the instrnctions scrupulously and that proposals 
had been submitted to Government for providing CD writers to treasuries. It 
was also stated that off-sites for s torage of monthly data for each treasury have 
been identified and communicated to treasuries. As this does not address the 
risk of loss of weekly transaction data in the event o f a disaster, the 
Department has to ensure that weekly data are also stored at the identified off­
sites. 

Defective mai11te11a11ce of database 

Excess accounting of SB Account Bala11ce 

3.6.30 Treasury Department is responsible for the maintenance of Savings 
Bank Accounts in respect of deposits by local bodies, other institutions, 
pensioners and public. The statement of c losing balance along with annual 
interest is forwarded to AG every year for making adjustments in the accounts. 
It was, however, seen that data entry relating to closing balance in respect of 
SB Accounts in District Treasury, Thiru vananthapuram were not validated 
before switch over to computerised transaction from 1 February 2000. As a 
result there was a difference of Rs 310.73 crore between the balance as per 
Manual Ledger (Rs. 1231 .87 crore) and Computerised Ledger (Rs 1542.60 
crore) as on 3 l March 2000. The excess accounting of Rs 310.73 crore was 
irregular and needs to be rectified by proper data validation . 

3.6.3 t The Depa1tment admitted the failure to compare ledger balance 
with computer generated accounts and s tated (September 2004) that the 
difference occurred due to non-inclusion of certain accounts in the manually 
prepared statement of interest (Rs 146.64 crore) and adoption of incorrect 
ba lance in respect of cenain accounts involving shortage of Rs 39.59 crore. 
But the difference of Rs I 24.49 crore remained to be reconciled . 

Bypassillg of Appropriation Co11trol 

3.6.32 Treasury Officers were required to monitor the expenditure against 
provision through the Appropriation Control Register provided in the TIS. The 
details of a llotments received in the treasury were to be entered into the 
system through the New Allot111e11t menu except for the heads of accounts 
exempted. After each transactio n, the balance of a llotment under each head of 
account in respect of a Drawing and Disbursing Officer (DDO) can be 
retrieved/viewed through the Appropriation Control Register. But in OT, 
Thiruvananthapuram the appropriation details were not entered into the system 
promptly and the prescribed procedure for budgetary control was not 

• DT. Pothanam1h11ta & ST. Pa1hanamrhitta 
• ST. Kunnamkulam. ST. TI1aliparamba. ST. Thrissur 
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followed. 

3.6.33 In respect of the Departments whose expenditure was to be 
watched through the Appropriation Control Register, payment through the 
transaction type "contingent payments" is prevented by a message that "no 
appropriation was ava ilable". To bypass this, payments were made through 
"miscellaneous payments'' option. 

3.6.34 Bill_Exmptn table contained 138 cases where payment was made in 
relaxation of appropriation control, but reason for exemption had not been 
indicated properly. In 27 cases, it was recorded as i11evilable wi thout authority. 
In 14 cases, the reason noted was "5 Advances pending" which was a valid 
reason for re jeering the bill , instead of passing it as inevitable payment. 

Adva11ces pe11di11g adj11stme11t 

3.6.35 As per coda! provisions, if a final bi ll for advance drawn is not 
presented within 3 months of its drawa l, the entire amount of advance is to be 
recovered from the next salary bill of the Self Drawing Officer (SDO) 
concerned with interest. But there was no provision in the software to recover 
such advance with interest. As the defa ult option for Travelling allowance bills 
had been set as 'Advance', final payment is to be entered by changing the 
default option to 'settlement'. Because of the fai lure to change option, some of 
the final payments are wrongly booked as advance payment. As such the 
amount of tour advance actua lly pending adjustment cannot be segregated 
from the data . Tour advances amounting to Rs 3 lakh in 467 cases were 
pending against SDOs in four treasuries covered by audit, including those of 
officers who had been transferred/retired. But these pending advances were 
not seen included in the LPC/NLC

0 

due to absence of provision therefor. 

3.6.36 NIC stated that provision for recovery of tour advance/indicating 
the same in LPC/NLC' was not included in TIS for want of specific request of 
the Department. 

Inadequate application control 

Provision for alteration of ba/m1ce 

3.6.37 A faci li ty fo r the alteration of balance in the Savings and Deposit 
account was incorporated in TIS to conect mistakes in ba lances during the 
change over period from manual system to computerised system. Opening 
Balance adjustment sho11 option (OB+) is used to increase the balance as per 
the system and Opening Balance adjustment excess option (OB-) to decrease 
the balance. But the facility was not withdrawn even after 4 years of 
implementation of TJS at DT, Thiruvanan thapuram. 

3.6.38 Between February 2000 and August 2003 OT, 
Thiruvananthapuram carried out several transactions using the options OB(+) 
and OB(-) which resulted in the increase in Savings Bank (SB) balance by 
Rs 4.62 crore, Personal Deposit (PD) account by Rs I 03.30 crore and Fixed 
Deposit (FD) account ba lance by Rs 211.60 crore as shown below: 

• LPC"'- LC - L:i~t Puy Cc1111ica1c '>:on-I 1ab1h1y <:e1111ica1e 
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(R 11 r1ees 111 crore) 
Number or Amount Number or Amount Net increase 

Type or uccuunt transactions using increased transactions decreased in baJancc 
OB+ throueh OB+ usine OB- usine OB-

SB Account 283 7.73 9 3.11 4.62 

PD Account 284 122.32 44 19.02 103.30 

FD Account 588 211.60 - - 2 11.60 

3.6.39 But the treasury did not have any document in support of above 
transactions involving crores of mpees. In the absence of any document, the 
authority for such data entry was not verifiable. 

3.6.40 In the absence of regular receipt of Plus and Minus Memorandum 
indicating opening balance short and opening balance excess adjustments, 
such adjustments escape accounting by AG thereby misrepresenting the 
balance of State under Public Account. 

3.6.41 There is no justification for retaining this facility to manipulate 
opening balance without affecting cash transaction so as to cover up the 
defective data validation. Moreover, there is greater risk of misuse of this 
facility by the users of the system to arrange payment to account holders even 
if balance is not available. 

3.6.42 The Department stated (September 2004) that this facility is 
essential to make alteration for correcting wrong entry in the account and that 
OB(+) facility was included in majority of cases to include Opening Balance 
which were not entered into the system at the time of computerisation. As this 
was a facility included to correct mistakes in carry forward of balance to 
computerised system, there is no justification in retaining the facility at 
treasuries for such a long period which may provide scope for manipulation. 

Absence of provision in the stamp accou11t 

3.6.43 There is no provis ion to generate a report on the details of stamp 
issued on a particular day or stamps issued to a particular vendor and also for 
automatic deduction of income tax from a stamp vendor whose commission 
exceeds Rs 2500 in a financial year. 

Defective Report Ge11eration 

3.6.44 The figures as per reports generated through different options for 
the same period were different in the following cases. 

3.6.45 The closing balance of a PD account for a particular day was 
different when extracted through the PD Ledger option and the PD Pass Book 
option. 

3.6.46 The closing balance for a particular month and the opening balance 
for the following month were different when the Savings Bank Extract 
Registers were generated for the Head of Account 8001-00-102-99-00 through 
the option Reports-Reco11ci/iatio11 and Reports-SB Extract Registers. 

3.6.47 The annual closing balance for 2000-01 and 2002-03 exceeded the 
closing balance for the month of March 2001 and March 2003 by Rs 24.61 
lakh and Rs 117.59 lakh respectively and the closing balance for March 2002 
exceeded the annual closing balance for 2001-02 by Rs 55.93 crore. 

3.6.48 The closing balance for 2000-01 , 2001-02 and 2002-03 did not 
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tally\\ ith the opening balance of the following year. 

3.6.49 The closing balance as per the Plus and Minus Memorandum did 
not tally with the closing balance as per the Annual Interest Statement sent to 
AG during 2000-0I.2001-02 and 2002-03. 

3.6.50 The department stated (September 2004) that the discrepancies 
occun-ed due to bugs in the software and action had been taken to rectify the 
same. 

J11co11siste11cie.\· ill the A11u11al J11terest State111e11t for SB Accounts. 

3.6.51 fhe Annual Interest Statement in respect of Savings Bank accounts 
in a treasury is a mandatory return to be sent to the AG at the end of each 
financial year. Total annual interest crediteJ as per TIS during 1999-2000 to 
2002-03. did not tally "ith the figures in the Plus and Minus Memorandum 
and as per the Annual Interest statement furnished to AG. 

3.6.52 The amounts of short passed interest, annual interest, etc .• credited 
to SB accounts as shown in the Plus and Minus Memorandum did not tally 
with the amounts shown in the SB extract register for the year 2002-03. 

3.6.53 The interest on closed accounts and short pao;sed interest as per the 
Annual Statement of Interest furnished to AG did not tally with the figures as 
per the Plus and Minus Memorandum. 

3.6.54 The Department stated that the error in the report generation 
module had been rectified. As the present version of the software is stated to 
be frozen, the modification would be effective only when the next version is 
installed. 

Abse11ce of /uterm1/ Audit i11 computerised Treas11riefi 

3.6.55 Internal Auditors have an important role in protecting the IT 
Systems by detecting deviations in prescribed procedure, identifying threats to 
infom1ation system, suggesting safeguards for timely rectification. Three 
Regional Deputy Directors and one Deputy Director at the Directorate were 
responsible for internal inspection of Treasuries. But the Internal Inspection 
Team had neither been trained in TIS nor new methodology of audit devised. 

3.6.56 Though Treasury transactions are subject to Internal Audit by the 
Department and annual Inspection by AG there is no provision in TIS to query 
the data and ex tract the information required by audit. Evidently, the Internal 
Audit wing failed to present the above requirement at the time of development 
of the software. 

3.6.57 The Department took (January 2004) steps to arrange training to 
Inspection Staff only after the lapse was pointed out by audit but no 
methodology of audit had been evolved so far (September 2004 ). 

Conclusions 

3.6.58 111e computeri~tion of all treasuries (except one) targeted to be 
completed by March 1999, was completed only by August 2004. However, in 
the absence of required 1nfrastmcture such as WAN, Data Centre, etc., the 
objective of budgetary control over expenditure expected from Treasury 
Computerisation could not be derived so far. As there was a delay of 1 O to 12 
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days in the receipt of LOP and Cash account from computerised treasuries 
(January 2003), the objective of timely rendering of accounts had also not 
been achieved . As the adequacy of controls was not tested so far, the system 
lacks controls relating to system security and software change. The system 
remains vulnerable due to inadequate application controls. 

3.6.59 Recommendations 

* Test the final modified version of the software following approved 
testing methodolob'Y to ensure the adequacy of controls; 

* Interconnect the treasurie$ and set up a Data Centre at the Directorate 
to update the central ly maintained Master data files and for Macro 
level Budget monitoring ; 

* Conduct a thorough data validation of Closing Balance of Savings 
Bank and Personal Deposit accounts urgently and thereafter withdraw 
the facility for alteration of balances to minimise the risk of fraud; 

* Evolve suitable methodology for audit of computerised treasuries by 
the Internal Audit wing. 

3.6.60 Government endorsed (November 2004) the remarks of the 
Department and stated that all possible efforts would be taken to make the 
accounts uptodate and achieve the goals aimed at by computerisation of 
treasuries. 

I FINANCE DEPARTMENT 

3.7 Special Development'Fund for Members of Legislative 
Assembly 

Introduction 

3. 7 .1 Government of Kera la constituted (October 2001) a Special 
Development Fund for MLAs from 2001-02 on the pattern of "Members of 
Parliament Local Arca Development (MPLAD) Scheme" of Government of 
India. The annual contribution of Rs 25 lakh for each MLA was enhanced to 
Rs 50 lakh from 2003-04. The objective of the scheme was to enable the 
MLAs to suggest developmental activities based on locally felt needs in their 
Legislative Assembly Constituenc ies (LACs) with emphasis on creation of 
durable assets11

• The b'Uidelines issued in October 2001 had been modified 
several times and the guidelines issued in May 2004 are by and large m 
eonfonnity with the guidelines of MPLAD scheme. 

3.7.2 The implementation of the scheme during 2001-04 in 
58 constituencies of five (out of 14) districts was reviewed by a test check of 
records relating to five District Collectorates" and 30 implementing offices. 
Audit also conducted physical verification of 50 works in 22 LACs. 

# Construction of buildings. roads and bridges, water supply scheme, etc. 
• Alnppuzha. Ernakulam. Ko1h1kodc. Pathanamth1tta nnd Tlmuvananthapuram 
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3.7.3 Funds released by Government during 2001-04 were 
Rs 140.72 crore of which the expenditure incurred upto March 2004 was only 
Rs 44.77 crore (32 per cent) Amount of expenditure covered in the review 
was Rs 14.55 crore. Release of funds and expenditure incurred for works 
sanctioned for 200 1-04 are given below. 

(Rupees in crore) 

Year Release of Funds Expe nditure 
2001-02 35.00 -
2002-03 35.25 38.31 
2003-04 70.47 6.46 
Total 140.72 44.77 

Implementation of the scheme 

3.7.4 The major irregularities/defects noticed in the implementation of 
the scheme are short fa ll in utilisation of fonds, delay in proposal by MLAs and 
sanction of the schemes by District Collectors (DCs), delay in execution of 
works etc., as shown below. 

Slrortfal/ i11 11tilisatio11 of fi111ds 

3.7.S The funds released were kept in non-lapsing treasury savings 
deposit accounts of DCs. Government had not fixed any specific time limit 
for utilisation of funds. Out of Rs 58.50 crore released to 58 LACs in five 
districts, DCs sanctioned works for Rs 42.23 crore as of April 2004. As at the 
close of the year 2003-04 unspent ba lance in fi ve districts was Rs 43.95 crore. 

3.7.6 Percentage of shortfa ll in util isation of funds ranged between 42 
and I 00 in the 58 LA Cs. There were 9 LA Cs where the percentage of 
shortfall in utilisation was 90 per cent or more. 

3.7.7 Late submission of proposals (668) by MLAs, delay in preparation 
of estimates (10 l) by the implementing agencies and execution of works (28) 
by implementing agencies were the reasons for the low utilisation of funds. 

Delay i11 proposals/sa11ctio11 

3.7.8 As per the guidelines, each MLA is required to g ive his choice of 
works to the DC. The DCs after getting estimates from the implementing 
departments ·/executing agencies should issue sanction within 45 days from 
the date of receipt of proposals from M LAs. 

3.7.9 lt was seen tha t 4 1 MLAs gave 668 proposals towards the end of 
the year or the succeeding year. In 10 1 works (estimated cost: Rs 3.39 crore) 
proposed by 24 MLAs delays ranging from I 03 to 4 15 days were noticed in 
according administrative sanction by DCs. Delays in identification of sites 
and preparation of estimates by the executing agencies were the reasons fo r 
delay in issuing administrative sanctions by DCs. 

Lack of co-ordiuntio11 behvee11 District Coif ectorates a11d user Departments 

3.7.10 DCs did not consult user departments before sanctioning works. 
This resulted in delay in execution of works due to revision of plans and 

· Block Dc,elopment Offices, Public Works Department, Kerala Water Authori ty, Kerala 
State Electricity Board and Local Bodies are the main implement mg agencies. 
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estimates to suit the requirements of the user departments and delay m 
utili sati on of assets created. 

Lack of proper pla1111i11g/ f easibility study before sa11ctioniug works 

3.7.11 Administra tive sanction for works were issued without ascertaining 
the availability o f land, proper estimates, infrastructure, etc ., resulting in 
abandoning/non-completion of the works as shown below: 

... . Due to non-avai labili ty o f land , sanction issued in April and May 
2002 (estimated cost : Rs 17.50 lakh) in Kil imanoor LAC . for 
construction of build ings for 14 Anganwadi Centres were cancelled 
(September 2003) and construction of building for an Angariwadi 
Centre sanc tioned in February 2003 (estimated cost : Rs 1.53 lakh) 
in Perambra LAC was not started so far (June 2004). 

•:• In Balussery LAC construc tion of first stage of a mini stadium at 
Ulliyeri was completed in December 2003 at a cost of Rs 7.45 lakh, 
the second stage proposed by the MLA was not sanctioned due to 
non-availabili ty of land. 

•!• In Balussery LAC, a large project, a stadium with gallery and 
shopping complex was sanctioned in July 2002. A small portion 
of gallery was constructed for Rs 8.90 lakh (200 1-02) and allotted 
Rs 10 lakh for second phase (2002-03). Physical verification 
revealed that only about I 0 per cent of the entire project had been 
completed so far. This would indicate that this project requires a 
very huge investment. Though sanction was given to the project 
the cost of the project and the expected date of completion of the 
project is not known by the sanctioning authori ty and as such the 
investment of Rs 19 lakh is not like ly to fetch the intended benefit 
in the near future. 

•!• A mini water supply scheme sanctioned in August 2002 in 
Vadakara LAC at a cost of Rs 1.50 lakh had no provision for 
insta llation of motor and distribution system. 

Sa11ctio11ing of inadmissible works 

3.7.12 According to the guidelines construction of offi ce buildings, 
residential buildings .and other buildings of Central or State Governments, 
Departments, agencies or organisations, works be longi ng to private 
institutio ns, etc., were not pem1issible. However, in four distric ts• the DCs 
issued administrative sanction (between April 2002 and November 2003) for 
16 works costing Rs 1.28 crore in disregard of the guidelines. The amount 
spent on these works as o f March 2004 was Rs 62.54 lakh 
(Appendix XXXIV). 

Sa11ctioui11g of works i11 violation of guidelines 

3.7.13 There was no provision in the guidelines for sanction of certain 
works. Government, however, sanctioned the following works for Rs 61 lakh 

• Alappuzha, Ernakulam, Pathanakthiatta and Kozhikode 

95 



Audit Report (Cfri/) for the 1 ear ended 31 March :!004 

under the scheme during 2003-04 in v iolation o f its own guide lines. No 
ex penditure was incurred on the fo llowing works so far (August 2004): 

• Construction of Kera la State Road T ranspo1i Corporation bus 
station at ('hadayamangalam LAC. 

+ Construc tion o f building for Institute of Human Resources 
Development Engineering College in Karunagappa lly LAC. 

• Construction of Ra ilway foot over bridge in Kannur LAC. 

+ Payment o f a1Tears of e lectricity charges of Memury Coconut 
Development Lift Irrigation Scheme at Kaduthuruthy LAC. 

Government may therefore reconside r the sanctions issued to the above works. 

Delay i11 execution of work 

3.7.14 Delays were noticed in arranging works and in commencing work 
afte r execution of agreements. 

3.7.15 In Thiruvananthapuram District the implementing officers did not 
arrange construction of four school/hospital buildings and 3 bridges which are 
permissible under the guidelines costing Rs 18.50 lakh (Appendix XXXV) 
sanctioned between February 2002 and June 2003. These works were 
tendered but there were no volunteers/convenors to take up the work. 

3.7.16 ln three di stricts delays ranging from six to 15 months occurred in 
arranging 14 works costing Rs 41.25 lakh due to delay in selecting the 
convenors by the beneficiary committee to take up the works. 

·- (Appendix XXXVIJ 

47 per cent of the 
completed works 
were for repairs and 
maintenance of roads 

Nature of assets created 

3. 7.17 The main purpose of the scheme was creation of durable assets. In 
the fi ve dis tricts out o f 1486 works sanctioned during 2001 -04, only 676 
works were comple ted and 8 I 0 works were not completed as of March 2004. 
Out of the completed works, 3 15 works ( 4 7 per cent) were for repair and 
maintenance of roads for which expenditure of Rs 5.08 crore was incurred 
which cannot be considered as creation of durable assets. 

3.7.18 The Principal Secretary, Finance Depa11ment, however, disagreed 
with the audit observation that repa ir and maintenance o f roads did not 
co nstitute creation of durable assets. This argument is not tenable as 
expenditure on repai rs and maintenance of roads is treated as revenue 
expenditure and cannot be considered as leading to c reation of durable assets. 
The scheme guidelines itself prohibited utilisation of the scheme funds for 
revenue expenditure . 

Irregular ex ecution of works 

3.7.19 ln Kayamkulam LAC though the DC sanc tioned (April 2002) 
construction of a ward in Government hospita l, physica l veri fication revea led 
that against the sanction for construction of a ward, an office building was 
constructed at an expenditure of Rs 3.13 lakh which was against the 
guide lines. 
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No11-11tilisatio11 of as.\·ets created 

3.7.20 There was no system in the five district collectorates to ensure that 
the assets created are utilised for the purposes for which they were created. 
Physical verification by Audit revealed that out of 34 buildings completed 
between October 2002 and January 2004, 15 buildings were not utilised. 

,. A ward for the Ayu1vedic hospital in Parassala LAC' completed in June 
2003 at a cost of Rs 3.64 lakh could not be used for want of furniture. 

,. A mortuary room completed at a cost of Rs 3.56 lakh in Alappuzha 
Medical College in March 2003 remained idle due to non-installation 
of coo ling chambers by the Department. 

,. Two com fort stations completed at a cost of Rs 3 lakh in 
Thiruvananthapuram North LAC between April and June 2003 were 
not opened to public for want of water and power connections. 

3.7.21 A crematorium completed in June 2003 in Kakkanad in 
Thripunithura LAC for Rs 9.24 lakh was not handed over to the local body so 
far (March 2004). 

l\'011-mai11te11ance of Asset Regi.\ter 

3.7.22 As per the gu idelines. an Asset Register showing the details of 
assets~ drawal of funds. physical progress, e tc ., was to be maintained by the 
DCs and the Implementing Officers. However, the DCs and Implementing 
Officers (except BOO, Kazhakuttom) were not maintaining the registe rs. 

Internal control 

3.7.23 Finance Department is the nodal department at State level for 
implementation of the scheme. According to the scheme the Department was 
responsible for the following: 

• Issue of general instructions to a ll the planning and implementing 
agenc ies of the scheme at State/District level. 

• Monitoring the progress of implementing the scheme and to decide on 
monitoring mechanism. 

• Conducting meetings involving MLAs and DCs to assess the progress of 
project at least once in a year. 

However, Finance Department failed to take action on these so far. 

3.7.24 As per guidelines, the DCs, being the nodal officers of the scheme, 
at district level, \\·ere to inspect at least 20 per cent of the works every year, 
send monitoring reports to the Finance Department and MLAs once in two 
months, prescribe schedule of inspections to the implementing officers and to 
maintain asset register. 

3.7.25 None of the DCs of the fi ve districts had inspected any of the 
works. Progress reports were sent to the Finance Department o nly once in a 
year for release of funds. No schedule of inspection was prescribed for 
implementing officers in any of the di stricts. 
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Conclusions 

3.7.26 The objectives were not achieved as the re was considerable delay 
in the submission of proposals by MLAs, part ial utilisation of the fund allotted 
for the creation of durable assets and inordinate delay in arranging works in 
many cases. All the assets created were a lso not put to use due to lack of 
co-ordination with the user department. Moni toring at tate/Dis trict levels 
was ineffective. 

3.7.27 Recommendations 

* In order to ensure speedy and timely comple tion of schemes/projects the 
guide li nes should prescribe specific ti me schedu le from the stage of 
proposa ls to the handing over of the assets created and its util isation for 
the intended purpose. 

* The format prescribed in the guide lines issued in May 2004 may be used 
as a monitoring tool , by submitting a monthly report in this format to the 
MLAs and nodal department at Government level. 

* Avai labi lity of land, proper estimates and infras tructure may be ensured 
before sa nction of works 

Response of the Department 

3.7.28 The points were discussed w ith the Principal Secretary to 
Government, Finance Department. The Principa l Secretary agreed with the 
recommendations of Audit. 
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CHAPTER IV 
AUDIT OF TRANSACTIONS 

I 4. I Fraudulent Drmval/Misappropriatio11/Embezz/eme11t/Losses 
,~~~~~~~~~-' 

I GENERAL EDUCATION DEPARTMENT 

I 4.1.1 Defalcation of Government money 

Failure of Drawing and Disbursing Officers to exercise checks prescribed 
in financial rules led to misappropriation of Rs 10*19 la kb. 

Scrutiny of the records (January 2004) of Government Vocational Higher 
Secondary School (GYHSS), Mulakuzha in Alappuzha district revealed 
misappropriation of Rs 1O. l 9 lak h. Jn 72 establishment pay bills pertaining to 
the pe riod September 2000 to December 2003 the D rawing and Disbursing 
O ffi cers (DDOs) drew Rs 10.19 Jakh in excess of the actual amount required 
for di sbursement by fraud ulently inflating the total column of the Bills. The 
seven Princ ipa ls o f the school, who were the DDOs during the period, failed to 
check the tota lling of each column of the establishment bills and acquittance 
rolls by themselves or get it checked by some other staff as required under the 
rules. 

The De puty Di rector of Education (DOE), Alappuzha who conducted the 
internal audit of the school in June 200 1 and July 2003 did not de tect the 
defalcation. On this be ing pointed out by Audit. the DOE, Alappuzha 
suspended the Upper Di vision Clerk (U DC) o f the school in January 2004. 

The UDC who was suspected of involvement in the de falcation was punished 
(August 2000) with baffing of three inc rements in anothe r case o f defalcation. 
In spite of this the Principals o f the school failed to conduct the necessary 
checks on the bills prepared by this UDC. 

The DDOs 11eed to exerc ise a ll the prescribed checks before the bills are 
pt'esented to the T reasury. Proper training to the DDOs in financial matters is 
also necessary. lt is suggested that persons punished for misappropriation of 
Government money should not be entrusted with responsibilities of handling 
cash at least fo r a specified period. 

While admitting the fact Government stated (October 2004) that the Finance 
(Inspection) wing would conduct inqui ry on the failure of the Drawing and 
Disburs ing Officer. 
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I ~4.2 l11fruct11011s/ Wastef11/ expe11dit11re a11d overpay111e11t 

I PUBLIC WORKS DEPARTMENT 

I 4.2.1 Excess payment to contractor 

Excess payment of Rs 0.52 crore to the contractor due to non-availing of 
rebate over cost of material. 

In May 2002, the Superintending Engineer, NH Circle, Kozhikode concluded 
two contrac ts with a firm, for the spec ial repairs ofNH-17 for a total length of 
21.35 km under NH Division, Kannur. with a tender rebate cf 17 .1 per cent in 
respect of work ·A' and 24.2 per cent in respect of work ' B '. According to the 
conditions of contract, however. the tender rebate was not to be applied over 
the cost of cement and bitumen and the hire charges of Tools and Plant, if the 
same were supplied or made available by the Department. 

[n respect of works ' A· and ' B' the total value of work done was Rs 2.31 crore 
and Rs 1.66 crore respecti\·ety. As the Department neither supplied any 
materials nor made available Tools & Plant, tender rebate was applicable to 
the cost of materials/hire charges o f Tools and Plant supplied/arranged by the 
firm. This component was Rs 1.52 crore for work 'A' and Rs 1.07 crore for 
work 'B ' . 

While admitting the fina l claims of the firm, tender rebate was not applied 
over the cost of materials and hire charges of Tools and Plant supplied./ 
arranged by the film. leading to lower rebate and thereby excess payment of 
Rs 0.52 crore. 

Government stated (July 2004) that the rebate offered by the firm was over 
departmental rates less cost of materials, and that the accepted probable 
amount of contract was worked out and exhibited in the agreement 
accordingly. According to the contract conditions only the cost of materials 
supplied by department alone was to be kept outside the purview of rebate. 
Since the contract conditions did not envisage supply of materials by the 
department, the accepted Probable Amount of Contract was incorrectly 
worked out and exhibited in the agreement for which collusion between 
departmental officers and the contractor cannot be ruled out. As such the 
reply of Government is not acceptable. 

4.2.2 Extra expenditure on execution of work not approved by 
Government of India 

Even though the Government of India bad deleted the work of 'levelling 
undulations' from the sanctioned estimates, the work was done incurring 
extra expenditure of Rs 0.57 crore. 

In January 2000. Chief Engineer, National Highway, Thiruvananthapuram 
(CE) proposed three estimates for strengthening the Black Top Surface of 
NH 17 for a total length of 36.415 km (spread over in Kozhikode and Kannur 
Districts) by providing Bituminous Macadam (BM) and Asphalt Concrete 
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(AC). The surface strengthening fom1ed part of implementation of 
Improvement of Riding Quality Programme (IRQP) for the year 2000-01 and 
the total estima ted value of works as per approved estimates was Rs 6.91 
crore. The Superintending Engineer, NH (North) Circle, Kozhikode (SE) 
arranged the works on the basis of three contracts concluded between 16 
October 2000 and 27 November 2000 for a total contract outlay of Rs 5.50 
crore. The contract agencies completed the works between March 200 I and 
December 200 I. The aggregate value of work executed was Rs 6.28 crore, 
which was paid to the contract agencies between May 2001 and March 2002. 

CE's proposals, among other items, envisaged, 'providing and laying 
bituminous macadam' on the existing road surface for a total estimated 
quantity of 16345 cubic metre. \Vhile estimating this quantity, the quantity 
required for leve lling undulations on the road surface was also taken into 
consideration. The Ministry of Road Transport and Highways, Government of 
India (GOf), while scrutinising the estimates judged that levelling course 
proposed by CE was not necessary and reduced the total estimated quanti ty to 
14814 cubic metre in the sanctioned estimates. The SE, however, arranged the 
execution of ' levelling course' also on the plea that it was essential to provide 
' minimum profile correction' to the road surface. Against the approved 
quantity of 14814 cubic metre, the quantity done under the item was 17851 
cubic metre resulting in extra expenditure of Rs 0.57 crore. 

In the light of the specific observation of the Ministry that levelling course 
was not considered necessary, execution of the item was irregular and 
additional expenditure of Rs 0.57 crore incurred on thi s account was 
unauthori sed and avoidable and not eligible for re imbursement from GOT. 

The matter was referred to Government in June 2004; reply has not been 
received (November 2004). 

I 4.3 Violatio11 of co11tract11a/ ob/igatio11slu11d11e favour to co11tractors 

I FISHERIES AND PORTS DEPARTMENT 

4.3.1 Avoidable extra financial commitment on construction of 
breakwaters 

Government inherited avoidable liability of Rs 6.40 cror e on 
replenishment of partially damaged structure and overruling the findings 
of Committee of Secretaries as well as that of Chief Engineer allowed 
upward revision of a2reed rates. 

Mention was made in the Report of the Comptroller & Auditor General of 
India (Civil) for the year ended March 2001 about avoidable expenditure of 
Rs 0.93 crore on account of conveyance charges of stones on construction of 
breakwaters for Azheekkal Cargo I !arbour in Kannur district. Scrutiny of the 
accounts of work, targeted for completion in November 2004, revealed that 
Government further inherited avoidable liability of Rs 6.40 crore on 
replenishment of partially constructed breakwater damaged during the period 
of abandonment and also due to post contractual revis ion of rates as 
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narrated be low: 

Consequent to Governmt!nt's decision (Au&rust 1999) to a llow higher rates for 
conveying stones from the a lternate source, the finn resumed the construc tion 
acti vity al Mattu I site in • eptember 1999 i.e., afte r a lapse of two years. As 
the partially co nstructed struc ture was in an abandoned state from August 
1997 lo September l 999, it suffered damages for a length of 430 metres. The 
damaged portion of the brea kwater was replen ished through the same firn1 
incurring an additiona l expenditure o f Rs 1.17 c ro re whi ch turned out to be a 
loss to Government though the work was stopped by the firn1 . 

Further, claiming de lay in completing works due to reasons not a ltributable to 
it and consequent esca lation in conscruction cost. the contractor firm 
demanded (October 1999) payment at revised rates equ ivalent to 1996/ 1999 
schedule of rates for conveying stones from alternate source and for work 
done afte r July 1997. The firm in the meantime approached the High Court 
and the latte r, in March 2000, o rdered disposal of the representation, 
expeditiously in accordance with law. Accordingly. Government constitu ted a 
committee of Secre taries to examine contractor's demands and to make 
recommendations thereon. The Committee judged that the demand for ra te 
revis ion was not justifiable and recommended its rejection . Government 
accepted the Committee's recommendations in November 200 I and rejected 
the contractor's c laim. 

The firm filed a rev iew pe tition (November 200 I) be fore the Ministe r for 
Ports, requesting to refer the matter to a supe rior Government o ffi cial (in 
service or re tired) who has technical knowledge to get the Government orde rs 
reviewed or a lternative ly, to relieve it from the contract a fte r payment of all 
dues. Government referred the review petition to Chief Engineer, Harbour 
Engineering Department for his remarks. T he Chief Engineer (CE), in his 
report he ld (Oc tobe r 2002) that as there was no breach of contract on the part 
of Government there was no need for review of orde rs issued by Government 
in this regard and arrangements could be made to execute the remaining works 
at the ri sk and cost of the fi rm. Government, however, ordered (March 2003) 
payment to the firm at enhanced rates equiva lent to 1996 schedule of rates 
with the quoted premium o f 27.7 per cent for works done be tween July 1997 
and June 1999 and at 1999 schedule of rates without tende r premium for 
works executed from July I 999 onwards. Thus the orde rs o r Government 
allowing revis ion of rates dis regarding its own earlie r orders (November 2001) 
as we ll as ignoring the views o f Chief Engineer were unjustifiable. The ex tra 
li ability entailed on Government including the cost o f replenishment would 
work out to Rs 6.40 crore on an estimate basis, of which, Rs 5.84 crore was 
pa id till March 2004. 

The matter was referred lo Government in May 2004; reply has not been 
received (November 2004). 
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I PUBLIC WORKS DEPARTMENT 

I 4.3.2 Loss due to non-enforcement of contract conditions 

Failure of the Department to enforce the contract conditions resulted in 
avoidable liability of Rs 1.93 crore. 

Superintending Engi neer, Buildings and Local Works, South Circle, 
Thiruvananthapuram (SE) arranged the construction of buildings (classrooms, 
laboratory, workshop and hoste l) for Government Polytechnic, Pala through a 
contractor in February 1994 for a contracted outlay of Rs 2.25 crore. The 
work was to be completed in 24 months from the da te of issue of work order. 
As the contractor did not maintain satisfactory physical progress, the SE 
te rminated the contract in May 1998 when the value of work done by the 
contractor was only Rs 0.88 crore. 

The contrac tor challenged the termination of contrac t in the High Court, and 
the latter in its judgement (October 2001) direc ted the former to file a 
representation before Government for revoking the termination order. The 
Court a lso ordered to take appropriate actio n by the department on the 
representation, in accordance with law, w ithin a pe riod of two months, afte r a 
pe rsonal hearing of the contractor. Accordingly, the contractor filed a 
representation before Government and the Principal Secretary to Government, 
Public Works Department held a personal hearing with the contractor 
(December 200 I). According to the contractor, the foremost handicap in 
mainta ining stipulated physical progress was non-supply of cement and steel 
by the department in time. He offered to comple te the work, subject to the 
conditions that (i) percentage excess as in the previous contract was allowed 
over 1999 schedule of rates (quoted ra tes were 34.11 per cent above 1992 
SOR); and (i i) 20 per cent margin was pa id over and above the cla im 
admissible as per condition (i). 

Government Arbitration Committee considered (January 2002) the demand 
and concluded that there was delay in reimbursing the cost of materials 
purchased by the contractor fo r the work. The Committee judged that 
cond itio n (i) only was enterta inable and recommended acceptance of the same 
or alternatively c losure o f contract without risk and cost. It was noticed that 
the Committee came to the conclusion on the authority of a written request 
received from the contractor subsequent to execution of agreement requesting 
supply of materials by the Department. In April 2002, the contractor intimated 
that the recommendations of the Committee were no t acceptable to him and 
requested re lief from the contract. Government, in May 2002, permitted 
closure o f contract and re-arrangement of balance works. The SE re-arranged 
(January 2003) the left over works through another agency for an agreed 
probable amount o f contract of Rs 3.30 crore. 

Audit scrutiny revealed that provision existed in the contract for contractors to 
opt for supply of materials by the department and such options were to be 
exerc ised at the time of submitting bids. In this case, the tender submitted by 
the contractor was not accompanied by such an option. This is evident from 
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the report of the Inspection Wing (Non-technica l) of the Finance Department. 
Finance Department also elaborated the malpractices committed by the 
officers of the Department in helping the contractor and recommended 
recove1y of the loss sustained to Government from the Chief Engineer and 
other officers of the Department who were responsible for the irregulari ty. 

As the contractor himself was responsible for the supply of materials required 
for the work and since the quoted rates were inclusive of cost of all materials. 
there was no contractual obligation on the part of the department to supply 
materials for the work. The contract condition in this regard ought to have 
been enforced strictly and this aspect was not properly brought to the notice of 
the Arbitration Committee. C losure of contract without risk and cost of the 
contractor lacked justification and resu lted in an avoidable extra liability of 
Rs I .93 crore. 

The matter was referred to Government in July 2004; reply has not been 
received (November 2004). 

4.3.3 Unintended benefit of Central Excise Duty exemption to 
contractors 

T hough the quoted bid amou nt was inclusive of all duties and taxes 
payable, Central Excise Duty exemption to the tune of Rs 3.28 crore was 
extended to the contractors. 

The Project Director, Kerala State Transport Project, Thiruvananthapuram 
(Superintending Engineer) concluded 13 conh·acts between March 2002 and 
July 2002 with eight contractors for the improvements and maintenance of 
State Highway for a total length of 339.1 Km. The contract packages were 
part of implementation of World Bank aided 'Kera la State Transport Project' 
and the aggregate outlay of contracts was Rs 96.72 crore. Maintenance works 
contemplated in nine contract packages were completed and under remaining 
packages the works were nearing completion and the total amount paid to the 
contractors towards value of work done was Rs 67.03 crore as of October 
2003. 

According to the agreed provisions of contracts under discussion (concluded 
on ' item rate' basis), the bid price quoted by contractors was inclusive of cost 
of materials and all duties/taxes/levies payable during thei r procurement. 
Subsequent to fi nalisation of contracts, the firms requested the Project 
Management to issue necessary certificates to enable them to avail of the 
benefit of Central Excise Duty exemption , introduced by Government of India 
(GOI) (August 1995) on the cost of bitumen procured for projects approved by 
GOI and financed by lntemational Organisations. The Project Management, 
however, issued necessary certificates to the finns (between December 2002 
and May 2003) in order to avoid delay in the implementation of the works. 
The fim1s, on the authority of these certificates, derived the benefit of Central 
Excise Duty exemption to the extent of Rs 3.28 crore (at the rate of 
Rs 1492.80 per tonne for 21995MT representing the rate of duty in force in 
November 2002) excluding element of Sales 1ax payable the reon. 
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As the contractors themselves were to procure and supply b itumen for works 
and the quoted bid price was inclusive of all taxes/duties/ levies payable on its 
cost, issuance of certificates to facilitate the Cinns to claim duty exemption 
was outside the scope of agreements. Further, the contract packages 
contemplated adjustment in contract price in case of escalation in cost of 
bitumen, for which purpose, the retail price of bitumen notified by the Indian 
Oi l Corporation from time to time was to be reckoned as a component and the 
retail price so notified was inclusive of a ll taxes and levies. 

Moreover, the faci lity of exemption from payment of Central Excise Duty was 
introduced by GOI to enable Government departments to effect savings in cost 
of projects aided by externa l bodies. Therefore the Project Management 
shou ld have a llowed the avai lment of benefit only if it entailed reduction in 
cost of the project. Instead the Project Management extended undue benefit of 
Rs 3.28 crore to the finns by issue of the certificates without any 
correspondjng reduction in the cost of the project. 

Government stated (December 2003) that the contract documents did not 
specify the rates at which duties and taxes are payable and, therefore, the 
contractors were entitled to duty exemption introduced by GOI. The Steering 
Committee was of the view that the price submitted included all taxes and 
duties and the issue of certificate wta ratified (January 2003) in order to avoid 
de lay in the implementation of the works. This was not acceptable as, in the 
case of contracts negotiated and concluded on item rate basis. in the absence 
o f any specific contractual provis ion guaranteeing the benefit of duty 
exemption, quoted rates were inc lusive of cost and other taxes payable for the 
procurement of materials. 

The matter was again referred to Government in May 2004. While reiterating 
the ir earlier s tand regarding the rates of duty payable by contractors, 
Government, further stated (June 2004) that (i) contractors, w hile quoting rates 
were aware of the existence of central excise duty exemption on cost of 
bitumen and this enabled the department to obtain competitive offers leadi ng 
to savings in project cost and (ii) the Dispute Review Board for one of the 
contract packages had recommended extension of the facility of duty 
exemption to contract agencies. Government's argument mentioned in (i) 
above. is not tenable as it is not based on any pre-contractual documents 
confim1ing the assumption made by contrac tors. As regards the point 
mentioned in (ii) the Dispute Review Board has no mandate to take decisions 
which over ride the contract conditions. 

I 4.3.4 Unjustifiable reclassification of soil as hard rock 

After execution of agreement, sizeable quantity of earth to be excavated 
was reclassified as hard rock, resulting in extra expenditure of 
Rs 0.87 crore. 

The Superintending Engineer, Roads and Bridges (North) Circle, Kozhikode 
(SE) arranged the work of ' improvements to Angadippuram-Pariyapuram­
Cherukara road' (km 01000 to km 7/610) in Ma lappuram district, through a 
contractor in May 2000 for an accepted contract outlay of Rs 1.39 crore 
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( 17 .99 per cent below estimate). Improvement works were completed 
(Ja nuary 2002) and final bill was paid to the contractor in August 2003. 

The schedule of works attached to agreement envisaged 98400 cubic metres of 
'earth work cutti ng in all classes of soi l except hard rock and medium rock 
requiring blas ting' (@: Rs 1176 per 10 cubic metres). In August 2000, the 
Executive Engineer. Roads Division, Manjeri (EE) reported to the SE that 
presence of hard boulders which required b lasting was noticed in the 
alignment of the road and that blasting could be done only under protective 
measures in certain reaches in view of the existence of residential buildings 
and electricity lines. The EE also proposed the rates of Rs 7538.70 and 
Rs 2436.85 each per 10 cubic metres for blasting hard rock under protective 
measures and in ordinary condition respectively. SE sought approva l of the 
Chief Engineer. Roads and Bridges. Thiruvananthapuram (CE) for the rates in 
November 2000. Even though the CE sanctioned (1 I December 2000) the rate 
proposed for blasting in ordinary condition, he did not approve the rate for 
protective blasting on the ground that it was on the higher side but 
subsequently approved (20 December 2000) this rate also. 

The contractor executed supplemental agreement in May 2001 for carrying out 
blasting for an estimated quantity of I 5348 and 4985 cubic metres respectively 
under protective measures and in ordinary condition. According to the final 
bill, the contractor had executed blasting of rock of 15731.04 cubic metres 
under protective measures and 4980.37 cubic metres in ordinary condition. 

It was seen in Audit that the rate allowed for providing protective measures 
was exorbitantly high i.e. 209 per cent of the rate a llowed for blasting in 
ordinary condition whereas the rates allowed for similar item in the adjoining 
districts of Kozhikode (by the same SE during March 2001) and Thrissur were 
32 and 30 per cent respectively of the rate allowed for blasting in ordinary 
condition. Even the re-classification of s izeable quantity of earth as hard rock, 
subsequent to conc lusion of contract, lacked justification as the nature of soil 
of the cutting area was initially reckoned as ordinary rock (which requires no 
blasting) on the authority of trial pits. Moreover, the tender rebate quoted by 
the contractor (after ascertaining s ite conditions) also suggested that risks 
involved in earth cutting. which was the major component of improvement 
works, were less. Calculated with reference to the rate for earth work 
excavation, origina lly agreed to, the post contractual re-classification of soi l 
resulted in extra expenditure of Rs 0.87 crore. 

The matter was referred to Government in July 2004; reply has not been 
received (November 2004). 
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I 4. 4 A voidablelexcess/1111/ruitful expe11dit11re 

I HEALTH AND FAMILY WELFARE DEPARTMENT 

14.4.1 Avoidable payment of surcharge on electricity charges 

Superintendent of a Government Hospital incurred avoidable 
expenditure of Rs 1.79 cror e towards surcharge due to long delay in 
payment of electricity charges. 

Mention was made in paragraph 3.6 of the Report of the Comptroller and 
Auditor Genera l of India for the year ended 31 March 1995 No. 3 (Civi l) 
about payment of penal interest on electricity charges and unnecessary 
payment of e lectricity charges for the pay wards of the Kera la Health Research 
and Welfare Society • (KHRWS) by the District Hospital (DH), Palakkad. It 
was also pointed out that the e lectricity consumption of KHRWS were sub 
metered through the main meter in the DH. The Public Accounts Committee 
( 1998-2000) in its Ninety First Report presented to the Legis lature on 18 
December 2000 had recommended that sufficient funds should be provided to 
the hospitals for making payments of electricity and water charges in time and 
that immediate action should be taken to realise ene rgy charges already paid 
by the Department in respect of KHRWS pay wards. 

A test-check o f the records of the institution in January 2004 revealed that the 
same irregularities persisted. The Superintendent of the Hospital did not pay 
electric ity charges for the period from January 1995 to March 2003 due to 
paucity of funds and paid Rs 3.03 crore (which was in excess by Rs 29.16 
lakh) to Kerala State Electrici ty Board for settling the pending c laims in 
March - Apri l 2003 (Rs 1.1 8 crore and Rs 1.85 crore respectively). This 
included surcharge of Rs 1.79 crore on belated payment of e lectricity charges 
of Rs 94.47 lakh. The e lectricity charges of KHRWS pay wa rds continued to 
be included in the invoices of the electricity charges relating to DH, Palakkad. 
The department, however, had not taken any action to collect energy charges 
from KHRWS. 

Government foiled to take co1Tective steps to avoid the extra payment towards 
penal charges and stop payment on behalf of KHRWS pay wards though these 
were mentioned in the Report of Comptroller and Auditor General oflndia for 
the year ended 31 March 1995 No. 3 (Civil). Laxity on the part of the 
Government led to further avoidable payment of Rs 1.79 crore as surcharge. 
This points to the need of an e ffective machinery at Governmen t level to 
monitor remedial action on Audit Paragraphs and recommenda tion of the 
Public Accounts Commitlee so that similar irregularities do not recur. 
Responsibility also needs to be fi xed for such grave lapses involving avoidable 
payment of Govemmem money. 

·An nutonomom. hody eng:ii;ed m pm111dmi; pay "ards and other medicn l cnn: fac1lit1es in \ ledicnl 
Collei;es/Go' cmmem hospnals 
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Government ad mitted (September 2004) the facts aml sta ted that KSEB had 
adjusted Rs2 1.3 1 lakh out of Rs29.16 lakh upto February 2004 and the 
balance pending adjustment was only Rs 7.85 lakh. Regarding recovery of 
ene rgy charges of KHRWS pay wards, Government stated that the KSEB had 
been addressed to intimate the minimum charge of e lectricity based on the 
connected load. However the DI 1 Palakkad continued to pay energy charges 
of KHRWS a lso. 

I HO SING DEPARTMENT 

I 4.4.2 Non-recovery of compensation paid in excess 

Lapse on the part of KSHB/LAO resulted in payment of exce sive 
compensation of Rs 1.36 crore including interest. 

Kera la State Housing Bon rd (KSHB) acquired (May 1982) 3.0214 ha of land 
for implementation of the Nalanchira Housing Accommodation Scheme. The 
Land Acquisition Officer (LAO) passed two awards (Octobe r 1982) fi xing the 
land value as Rs 4 .72 lakh (63.73 ares) and Rs 17.8 1 lakh (238.41 ares). Even 
though the land owners had given ( 1982) a common consent letter accepting 
the awards passed by the LAO and foregoing the ir right to make a re ference 
seeking hi ghe r compensation, they moved a reference application in the Sub­
court, Th irnvananthapuram. This vital evidence was, however, not produced 
by the LAO in the court. The court enhanced (March 1992) the compensation 
by Rs 22.07 lakh •and Rs 83.03 lakh • respectively for the above two plots. As 
these enhancements were considered unjustified the State went in appeal to the 
Hon 'ble High Court. 

In the meantime, execution petitions were filed by the land owners for 
realisation of the decreta l amounts due as per the judgment of March 1992, 
and the court ordered payment or 50 per cent decretal amount on the condition 
tha t the c laimants should o ffe r security which w ill remain in force till the final 
disposal of the land acquis ition references. Accordingly, KSHB deposited 
Rs 25 lakh in March-June 1993 in respect o f LAR 5/88" and Rs 41 .5 l Jakh in 
August 1994 l'or LAR 39/88'. 

The amount o f Rs 25 lakh \\'as \v ithdrawn by the land owners without offering 
any security and Rs 41 .5 1 lakh was withdrawn by them after g iving a bank 
guarantee for that amount. I Iowever, Bank guarantee for Rs 41 .51 lakh was 
not got renewed by KSHB fro m time to time till final disposal of the 
re fe rence. 

The I Ion 'ble High Court set aside (December 1998) the awards of March 1992 
and remanded the matte r to the re ference court for fresh consideration. 
However, the cmcial consent letter from land owners was produced by the 
LAO only on the penultimate day o f the hearing. The Sub-cou rt refi xed (Apri l 
2001) the enhanced compensations as Rs 1.49 lakh against Rs 22.07 lakh and 
Rs 5.99 lakh against Rs 83.03 Jakh. 

Including Solauum oml mtereM 

I \R 5 X8 for <•-' 7.l arc-;: LAR ~·J l!ll for 2>K 41 ar~.., 
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Consequent on the reduction of the enhanced compensation, KSHB had 
to recover Rs 1.36 crore$ from the land owners including interest of Rs 76.56 
lakh. Though the judgment was pronounced in April 200 l. KSHB had filed 
the restitution petition only in April 2002 for recovery of the amount 
withdrawn by the land owners. 

Thus, lapse on the part o f the LAO in producing the vital piece of evidence in 
time and failure of the officials of KSHB to obtain and keep alive the security 
from land owners for withdrawing the amounts deposi ted in the court resulted 
in payment of excessive compensation of Rs 1.36 crore (including interest) 
which remained unrecovered as of May 2004. 

This is a result of defective internal control system in KSHB and lack of 
monitoring of LA cases. The collusion of the officials with the land owners 
cannot be ruled out and the matter calls for investigation. Govemment/KSHB 
may fix responsibility for the serious lapse on the part of officials and initiate 
action to recover the loss sustai ned to KSIIB. 

Government adm itted (August 2004) the facts and stated that all possible steps 
were being taken to recover the excess amount paid. Government added that 
an investigation by the Vigi lance Officer o f the Board had been ordered to fix 
responsibility on the officers o f the Board who failed to follow up the case in 
time. 

I LOCAL SELF GOVERNMENT DEPARTMENT 

I 4.4.3 Extra liability due to delay in completion of a r emunerative project I 

Lack of planning on the part of the authori ty led to unnecessar y burden 
of Rs 1.67 crore, apar t from potential loss of rental income. 

Government approved (April 1993) the proposal of Thrissur U rban 
Development Authori ty for constructing a six storeyed office-cum-commercial 
complex having 53 shop rooms in the ground and first floors and office space 
in the remaining floors. The project was conceived as a self supporting and 
remunerati ve one with the cost of constrnction to be financed by avai ling loans 
from Kerala Urban Development Finance Corporation (KUDFC) and 
collecting non-re fundable advance by leasing out the shop rooms. 
Accordingly, the Authority availed a loan o f Rs 67.75 lakh at varying interest 
ra tes of 14 to I 7 per cem from KUDFC. During the period from October 1994 
to September 1996 they collected non-refundable advance of Rs 89.20 lakh 
from 12 prospective shop owners at 14 per cent interest to be paid from the 
date of remittance to the date of intimation for occupation. 

The Authority entrusted (May 1993) the construction of the office-cum­
commercial complex to a contractor for an agreed amount of Rs 1.44 crore 
(including cost of departmental materia ls) at 93.5 per cent above the estimated 
cost of Rs 91.82 lakh (based on 1990 schedule of rates), with the date of 
completion as I 8 May 1995. As the A uthority fai led to supply departmental 
mate rials in ti me, the work could not be completed within the targe ted date. 

' facess compcns:ninn ·Rs 23.51 IJJ..h a1ld Rs 35.52 lakh :ind interest Rs 33.12 13kh and Rs 4) 44 laJ..h ns of October 
2002 in LAR 5' 88 and l..AR JC)11!8 rc~pecmcly 
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There was also delay in payment of part bil1 s of the contrac tor. The contractor 
demanded enhanced rates after the scheduled date of comple tion and as there 
was no response for his demand from the Authority the contractor stopped the 
work in Oc tober 1997. 

It was noticed in audit that though the Executive Committee of the TUDA 
decided in May 1995 to enhance the rate by 40 per cent (overall increase in 
rates being 133.5 per cent) and requested approval o f Government, 
Government sanctioned the enhancement only in August 2000 i.e. after a lapse 
o f about five years. 

The contracto r executed a supplemental agreement in September 2000 and the 
time of completion was fi xed as March 2001. Though an expenditure of 
Rs 2.26 crore had been incurred on the project, the work remained incomple te 
as of March 2004. Out of the 53 shop rooms only 12 shop rooms could be 
leased out by the Authority so far (August 2003). 

Thus. improper planning on the pa rt o f the Authori ty, its failure to ensure 
supply of materials and undue de lay on the part o f Government in approving 
the enhancement in rates resulted in avoidable extra expenditure of 
Rs 0.82 crore on account of escalation in the cost of work. The liabil ity on 
inte rest to be paid to the 12 lessees on the non-refundable deposits for the 
pe riod from June 1995 (stipulated date of completion) to July 2003 works out 
to Rs 0.85 crore. The avoidable expenditure was to the tune of Rs 1.67 crore 
in addition to the potential loss o f rental income. 

Government agreed (July 2004) with the facts and stated that the 
electrification wo rk had been tendered and on comple tio n of the above work 
the building would be fit for occupancy. 

4.4...t Unproductive expenditure on salary of staff of Kerala State Runt 
Development Board 

Failure to redeploy the taff of defunct Board resulted in unfruitful 
expenditure of Rs 3.34 crore. 

Kerala State Rural Development Board was constituted as a s ta tutory body as 
per the Kerala State Ru ral Development Board Act, 197 1 with the objective o f 
undertaking remunerati ve developmental works such as construction of 
shopping complexes, bus stands, market halls etc., in Orama Panchayats. 
Based on the recommendations of the first State Finance Commission, 
Government dec ided (June 1996) to restructure the Board into a financ ing 
institution and directed the Boa rd not to take up any new work. Consequently, 
the activities o f the Board almost came lo a s tandstill. 

Mention was made in paragraph 6.18 o f the Report of the Comptroller and 
Auditor Genera l o f India fo r the year ended 31 March 1999 (C ivil) about the 
fai lure to redeploy the engineering staff and consequent payment of idle wages 
amounting to Rs 35.35 lakh. Government repl ied (June 1999) that 
restruc turing of the Board as a pure financial institutio n would take place 
shortly and thereafter redeployment of engineering staff would mate rialise. 
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Government, however, allowed (July 1999) the Board to continue in the same 
manner till the 197 I Act was repea led. Government ordered (September 
2002) discontinuance of the 189 posts in Engineering Wing of the Board. 
Though, the Kerala Decentralisation of Powers Act, 2000 contained provisions 
for repealing the 197 1 Act. Government issued notification in thi s regard only 
on 22 July 2003. Government further ordered (August 2003) treating the 
Boa rd's sta ff as Government employees until further orders. Thus, the Board 
continued to ex ist with 32 numbers of staff without serving any purpose as of 
March 2004. The expenditure incurred for the period from April 1999 to 
December 2003 on retention of the engineering and other staff of the Board 
was Rs 3.34 crore. 

Thus, inaction/delayed ac tion to redeploy the staff resulted in unfruitful 
expenditu re of Rs 3.34 crore which could have been avoided had the sta ff been 
redeployed suitably on cessation of work. 

Government sta ted (September 2004) that it was dec ided to deploy the staff of 
the Board to the o ffices of the Chief Engineer (LSGD)/PWD and the de lay 
was due to administrative reasons. 

I PUBLIC WORKS DEPARTMENT 

14.4.S Avoidable expenditure due to change in scope of work 

Post contractual change in the design of foundation and non-observance 
of Chief Engineer's guidelines resulted in avoidable liability of Rs 5.89 
crore. 

The Superintending Engineer, Roads and Bridges (North) C ircle, Kozhikode 
(SE) awarded the contract fo r the construction of Kadalundi Kadavu Bridge 
(Malappuram District) in March I 998 at an accepted contract price o f Rs 5.92 
crore at a tender premium of 90 per ce11t. The contrac t contemplated well 
fou ndation fo r the abutments and piers o f I 3 span bridge of 345 metre long. 
After completing the foundation work of one abutment, one pier and partia lly 
completing the foundation work o f two piers, the contractor, in December 
1998, intimated the Chief Engineer (CE) that the s ite of the bridge was at the 
confluence o f ri ver and sea and therefore tidal actio n in the river was severe, 
rendering we ll s inking difficult. The contrac tor a lso requested for change 
from well foundation to cast in-situ pile foundation. CE accepted the 
contractor's request and obtained a new drawing (July I 999) from the Design 
Wing contemplating cast in-situ pile foundation for nine piers. The partia lly 
completed well foundation of Lwo piers were also abandoned and changed to 
pile foundation. The construction of the bridge was in progress as of March 
2004. The estimated ex tra expenditure due to change in design was 
Rs 5.05 crore and Rs 0.33 crore spent on the partia lly completed well 
founda tio n became infructuous. 

Contract conditions demanded the contractor to construct the bridge and 
approaches in accor<lance with the plan and design attached to agreement. 
The contractor was expected to have quoted rates taking into account the 
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hostile site conditions and as such the conuactor had no va lid grollJld for a 
request in change of the design of foundation after the contract was concluded. 

In the design of the bridge the Department proposed well foundation for piers 
after taking into consideration a ll the a~pccts of the site and as such there was 
no justification on the part of the department in a llowing a change from well 
foundation to cast in-situ pile foundation. 

Further, in March 2002. the CE proposed a revised estimate for Rs I 0.29 crore 
to Government, which, apart from taking the design change into account, 
envisaged constrnction of re taining wa lls in cement concrete for protecting the 
sides of approaches at places more than the number provided for in the 
original agreement. The revised estimate also contained provision for cement 
concrete belts over rctaming walls constructed in rubble masonry. According 
to the instructions i sued by CE in December 1990, retaining walls above 3 
metres height need be constructed only in rubble masonry avoiding cement 
concrete belts. Proposal lo construct s ide wall in cement concrete and Lo 
provide cement concrete belt over rnbble masonry walls deviating from CE' s 
instrnctions. resulted in extra liability of Rs 0.51 crore. 

Government stated (July 2004) that the change in design was necessitated 
owing to the drastic environmental changes near and around the site during the 
intervening period after the investigation (1984) and execution of agreement 
( 1998). Regarding construction of side wa ll in cement and providing cement 
concrete belt over rubble masonry wall, Govern ment stated that it was due lo 
limitation in space to accommodate the bottom width of embankmen t and also 
to accommodate future expansion. However, the reply is si lent as to why due 
professional care was not taken by taking into account these aspects at the 
time of according technical sanction in 1995 despi te specific provision in 
Kera la PWD Manual that if there is a time lag of two years or more between 
the date of preparation of an estimate and the date of its sanction, it is 
necessary that s ite condi tions are examined again to verify whe ther any 
changes have occtmed necessitating modifications and as such the reply is not 
acceptable. 

I 4.4.6 Erroneous preparation of estimates and consequential loss 

Substitution of an item of work during execution resulted in estimated 
loss of Rs 35.25 lakh by way of compensation. 

The Project Director (SE) who is in charge of 1mplementacion or World Bank 
aide<l Kerala State Transport Project (KSTP), concluded a contract with a firm 
in Apri l 2002 for the periodic renewal of Cherkala-Jelsoor road (length 41 km) 
unde r the jurisdiction of Executive Engineer. KSTP Division, Kannur for a 
contract outlay of Rs 9. 74 crore. 

The Bill of quantities attached to agreement. among other items, included 
'surface dressing' of pavement after doing the 'Profile Corrective Course' 
(PCC). According to the Ministry of Road Transport and Highways' 
(MOR fH) Manual for Construction and Supervi ion of Bituminous Works, 
surface dressing is a th in layer of treatment, which does not enhance the 
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struc tura l strength of pavement, and does nothing to improve riding quality 
where the ex isting surface is full of undulations and irregularities. 

ln September 2002, the firm pointed out that the entire black-topped road 
surface. running through deep ghat te rrain, was full of potholes and that some 
treatment other than surface dressing was necessary to maintain the structural 
s trength and to improve the riding quality. The fim1 proposed 'Mix Seal 
Surface' (MSS) over PCC' in the place of surface dressing. The SE rejected 
this proposal and instructed (November 2002) the firm to proceed with the 
work of surface dressing as contemplated in the Agreement. T he work of 
surface dressing was undertaken at the agreed rate of Rs 150 per sq.metre. 

When surface dressing was completed for a length of one km it was found that 
performance of this wearing course was unsatisfactory and it was decided to 
replace 'surface dressing' with MSS (30 mm). The filTil demanded 
(Febrnary 2003) a rate of Rs 179 per sq. metre for providing MSS. As the 
Project authorities pe rceived the rate as too high, the matter was placed before 
the Adjudicator. The Adjudicator in May 2003, recommended the rate of 
Rs 145 per sq. metre. This rate, i11ter-alia, included pro-rata allowances of 
Rs 15 per sq. metre towards compensation to the firm on account of loss 
sustained by it on mobi lising men, material and machinery for doing the item 
of surface dressing. Based on the estimated quantity of 235000 sq. metre of 
MSS, the firm thus became entitled for a claim of Rs 35.25 lakh as 
compensation due to post contrac tual change in the nature and scope of work. 

Thus the incorporation of an item of work which was not necessary and the 
fa ilure of SE to address the problem in time resulted in estimated loss of 
Rs 35.25 lakh towards compensation payable to contractor. The work was 
comp leted by the firm in May 2003 and the final payment has not been made 
(April 2004). 

Government stated (July 2004) that surface dressing originally proposed was 
more cost effective but on ground it was found unsuitable for Kerala 
conditions and that there was public protest against this item and hence 
changed to MSS. Thus this reply is an indirect admission that the original 
contract was not properly concluded. Government further stated that no extra 
expenditure was incurred due to the change of surface dressing to Mix Seal 
Surfacing. But the fact remains that had the problem been addressed in time 
and action taken to substitute the item, payment of the element of 
compensation @ Rs 15 per sq. metre included in the rate approved by the 
Adjudicator could have been avoided. 

I 4.4.7 E rroneous preparation of estimates leading to extra expenditure 

Post contractual reclassification of soil and execution of excess quantity of 
work entailed extra liability of Rs 2.76 crore. 

Superintending Eng ineer, Roads and Bridges Circle, Aluva (SE), arranged 
(September 2002) the work of ' Improvements to Kanjar-Pullikkanam road ' 
(Ch. km 3/500 to km 19/000) in Tdukki distric t through a contractor for a 
contracted price of Rs 2.68 crore (0.3 per cent below estimate). The work 
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targeted to be completed in March 2005 is in progress. Audit scrutiny of the 
accounts of the work revealed the following:-

The contract included a provision for excavating I 04400 cubic metre of earth 
in all classes of soil (except hard rock and medium rock requiring blasting) for 
widening the road way, easing gradient, etc. After commencement of work, 
the Executive Engineer (Roads Division, Painavu) re-estimated the quantity as 
223115 cubic metre of which 1111 23 cubic metre of soil was classified as 
Medium rock. 

The reason for increase in quantity of excavation was attributed to steepness 
of one side of road under improvement where widening by filling with earth 
was not practicable thereby demanding extra excavation on the other side. As 
regards re-classi fication of soi l as medium rock. it was reasoned that it was an 
omission in the original estimate and that its presence was noticed only when 
excavation commenced. This argument is not acceptable as the categorisation 
of soil was done after detailed investigation and the admission of the 
department that there was omission in the reclassification of soil suggests 
carelessness in preparation of the estimate. Calculated with reference to the 
rates for excavation in all classes of soil (Rs 848 per 10 cubic metre) and in 
medium rock (Rs 1560 per 10 cubic metre) the reclassification of soil entailed 
an extra commitment of Rs 0.79 crore. 

In respect of the item of work 'Blasting and removing hard rock ' the 
excavation was estimated at 1200 cubic metre (Rs 0.03 crore). However, after 
commencement of the work the quantity was re-estimated as 26662 cubic 
metre (Rs 0.74 crore), an increase of 2122 per cent in the quantity, for which 
no valid reason had been indicated by the department. The extra expenditure 
on this account was Rs 0.71 crore. 

In respect of the item of work of construction of retaining wall to protect sides 
of the road under improvement, the estimated cost of Dry Rubble Masonry 
work was Rs 0.07 crore (I 168 cubic metre). After commencement of the 
work the cost of the item was re-estimated as Rs 1.33 crore (13418 cubic 
metre @ Rs 611 per cubic metre and 173 11 cubic metre @ Rs 298 per cubic 
metre), an increase of 2531 per cent in quantity, on the ground that protective 
walls were needed at more places. This aspect could have very well been 
foreseen at the time of preparation of the estimate and as such there was no 
justifiable reason for a conclusion that protective walls were needed at more 
places after commencement of the work. The estimated avoidable liability on 
this account was Rs 1.26 crore. 

Thus Government incurred an avoidable liability of Rs 2. 76 crore in the 
execution of the above three components of the work due to erroneous 
preparation of estimates. Apart from this. post contractual reclassification of 
soil and increase of 2100-2500 per cent in quantities executed vitiated the 
entire tender process. Collusion of officers of the department with the 
contractor cannot be ruled out as the estimate of the work has been revised to 
Rs 8.07 crore from Rs 2.69 crore. 

The matter was referred to Government in July 2004; reply has not been 
received (November 2004). 
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4.4.8 Failure to observe conditions governing tender and resultant 
avoidable expenditure 

Though the circumstances demanded awarding the contract to second 
lowest bidder, it was not done leading to avoidable expenditure of 
Rs 1.47 crore. 

Superintending Engineer, Buildings and Local Works Circle, l11rissur (SE) 
invited prequalification bids in March 1998 for a rranging the construction of a 
building for Mini C ivil Station at [rinjalakuda in Thrissur District. Four 
tenders were received from the selected panel of contractors. Though 
contractor ' A' who quoted a premium of 32.2 per cent was the lowest tenderer 
(accepted Probable Amount of Contract Rs 4.1 5 crore), Government decided 
(May 1999) to award the work to Mis. Kerala State Constrnction Corporation 
Limited (KSCC), a Government owned company, at their quoted premium of 
39.8 per cent (accepted probable amount of contract - Rs 4.39 crore) on the 
ground tha t the company was entitled for price preforence to the extent of 10 
per cent. Accordingly SE issued selec tion notice to KSCC on 8 June 1999 
with directions to execute an agreement within a week from the date of receipt 
of notice . KSCC. however, executed the agreement only after six months 
(December 1999). and commenced the work in January 2000. Even though 
the time specified in the agreement for completion of the work was 24 months, 
progress in construction work was very slow and the value of work done by 
KSCC was only Rs 12.51 lakh as of July 2002 (2.8 per cent of contract value). 
The SE, therefore, terminated (July 2002) the contract at the risk and cost of 
KSCC and rearranged (March 2003) the balance works through another 
contrac tor (incidenta lly contractor ' A') on competitive tender basis for a 
contract price of Rs 5.50 crore. The construction of building is targeted for 
completion in October 2005. 

Conditions governing tender enjoin that successful tenderer shall execute 
agreement within 30 days from the date of acceptance of tender, failing which 
the work shall be awarded to the next lowest tenderer. Had this condition 
been fo llowed, and contract awarded to ' A' at the quoted premium of 32.2 per 
cent, the estimated value of contract would have been only Rs 4. 15 crore. The 
fai lu re of the SE to invoke this condition resulted in an avoidable estimated 
expenditure of Rs 1.4 7 crore on this work besides the expenditure towards rent 
of offices occupied in rented buildings. 

T he Department also failed to assess the risk and cost liability of KSCC even 
afte r a lapse of 14 months of rearrangement of the work even though 
Government orders in force demanded fixation of risk and cost liability 
provisionally on the basis of estimates within one year from the date of 
termination of contract. 

The matter was referred to Government in June 2004; reply has not been 
received (November 2004). 
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I 4.4.9 Loss due to cost and time over run 

Defective preparation of estimate led to cost over run of Rs 10.91 crore 
and time over run of four years. 

Based on sanction accorded by Government of India (GOI) in M.arch 1996 for 
an estimate of Rs 12 crore, the Superintending Engioeer, N H South Circle, 
Thiruvananthapuram arranged works (estimated to cost Rs 9 crore) relating to 
construction of Thiruvananthapuram bypass (Ch:5600 m to 5750 m and 6l19 
m to 1061 7 m) through a contractor in December 1996. The contract price was 
Rs 9.35 crore and the construction was to be completed by 30 June 1999. On 
commencement of construction, it was noticed that the characteristics of sub 
soil were different from that reckoned for estimation purpose. Fresh soil 
studies were, therefore, arranged through Mis. Lal Bahadur Shasthri Centre for 
Science and Technology, an autonomous body of Government. The 
consultant firrn, in their study, suggested various remedial measures which 
included execution of additional cross drainage works providing vertical dra in 
and horizontal drain using metal ch ips and needled coir fit. The Chief 
Engineer NH, Thiruvananthapuram. in October 2002, proposed to GOI, a 
revised estimate of Rs 24.99 crore wh ich included, in addition to provisions 
suggested by the consultants, increased provision for junction improvement 
and provision for cost escalation. While approving (March 2003) the first 
revised estimate of Rs 22.91 crore, the Standing Finance Committee (GOI -
MORTH) decided that action for fixing responsibility of the concerned State 
Government Officers involved on this project at the sanction stage should be 
taken by the State Government. But State Government has not taken any 
action against any official so far (June 2004). 

The project to be completed in June 1999 could therefore be completed only in 
December 2003 i.e., after a lapse of more than four years. Audit scrutiny 
revealed the following points: 

(i) Project estimate was prepared without conducting proper soil study and 
underestimating quantities which led to re-estimation of project cost. 
Consequently there was inordinate delay in implementation and the 
project cost registered an increase of 91 per cent. 

(ii) While original estimate did not contain provision for payment of cost 
esca lation, the revised estimate envisaged noticeably huge expenditure of 
Rs 1.17 crore towards escalation charges, which is attributable to the 
unprecedented time and cost over run. 

(iii) While approving the revised estimate, GO! rejected the provision for 
Agency charges on the ground that time and cost over run was primarily 
because of the poor preparation of the project by State PWO. This 
resulted in an estimated loss of Rs 0.99 crore to State Government. 

W hile admitting that there was delay at various stages of implementation, 
Government stated in July 2004 that MORTH, State PWD and Railways are 
equally responsible for the delay in the execution resulting in cost and time 
over run . 

116 



Chapter IV - Audit ofTransacrions 

I 4.4.10 L.oss on account of delay in handing over site to the contractor 

Lapse on the part of the Department in handing over site in time to the 
contractor and consequent post contractual increase in rates resulted in 
extra financial commitment of Rs 50.92 lakh. 

In January 2000, Superintending Engineer (SE), Roads and Bridges, 
Thiruvananthapuram awarded the contract for the work 'Forming approaches 
to the Rail Under Bridge ' at Varkala in Thiruvananthapuram district to a 
contractor for an accepted outlay of Rs 2. 10 crore ( 1996 SOR). One of the 
conditions of the contract was that the work should be completed within six 
months from 31 December 1999 (date of selection notice). As the land 
required for form ing approaches was not fully in the possession of the 
department, the site of work cou ld be handed over partially in March 2000. 
The remaining portion of land (belonging to Kerala Water Authority, Health 
Department and land leased to a Hospital) was handed over to the contractor 
only in November 200 I by the Department. In the meantime, the contractor 
demanded (October 200 I) enhancement in agreed rates for works done after 
the original time of completion. 

Considering the contractor's demand Government Arbitration Committee 
adjudicated (January 2002) that there was lapse on the part of the department 
in handing over site in time to the contractor and recommended payment of 
originally quoted tender premium of 7.4 per cent over 1999 schedule of rates 
for works done after February 2001. Government accepted the 
recommendation in March 2002. Extra financial commitment to Government 
following the post contractual increase in rates was Rs 50.92 lakh. 

According to the provisions of Kerala Public Works Department Manual, 
departmental officers, before inviting tenders for arranging works should 
ensure that there is ample provision of funds for the work in the budget and 
that in no case should tenders be invited before making sure that the land 
required will be ready for being handed over to the contractor or to start the 
work in time. Though Administrati ve sanction was accorded by Government 
in January 1998 and the tender was invited in August 1999 the land was 
completely handed over to the contractor only in November 2001, after a lapse 
of 17 months from the date of completion of the work originally fi xed. Thus 
non-adherence of these provisions by SE resulted in extra liability of Rs 50.92 
lakh to Government. 

The matter was referred to Government in May 2004; reply has not been 
received (November 2004). 

I SOCIAL WELFARE DEPARTMENT 

I 4.4.11 Unfruitful expenditure on purchase of computers 

Computers purchased in the Anganwadi centres at a cost of Rs 43 Jakh 
remained unused due to non provision of electric connection and 
non-availability of software. 

ln October '2002, Government sanctioned Rs 55 lakh under Plan scheme to 
develop Anganwadi Centres as Community Resource Centres (CRCs). The 
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CRCs are meant fo r the overall phys ical, mental and social deve lopment of 
women and ch ildren by imparting life and health education through 
infonnation technology. Government selected (March 2003) 50 Anganwadi 
Centres each from the backward districts of Palakkad and Malappuram for 
implementa tion of the scheme. The Director of Social Welfare (Director) 
placed (March 2003) orders with Kerala State Electronics Development 
Corporation Limited (KELTRON) for the supply of 100 Computers and 
furniture at a cost of Rs 43 lakh. KELTRON supplied the items to the 
Integrated Child Development Scheme O fficers in the Palakkad and 
Malappuram Districts in May 2003 and the Department paid the entire amount 
in August 2003. 

In Palakkad District, though the e lectrification works were completed by April 
2004 e lectric connection was provided only in 10 centres and computers were 
installed in 4 centres. In Malappuram District out of 50 centres, 48 centres 
were provided with electrical fittings and only 22 centres were electrified and 
provided with computers. In respect of other 68 centres computers were not 
installed for want of e lectrification. Though the guarantee period of the 
computers had ex pired by March 2004, the computers could not be put to use 
in any of the centres as the Department d id not take steps to purchase or to 
develop the required application software (July 2004). 

The procurement of computers without making ava ilable the infrastructure 
facil ity has led to the idling of compute rs for the last o ne year. As the price of 
compute rs is gradually coming down consequent to reduc tion in taxes and 
duties. techno logical development, etc., the purchase of computers long before 
providing the infrastrnc ture is a case of serious financial impropriety. 

Thus the Scheme has fai led to serve the intended purpose of converting the 
Anganwadi Centres into Community Resource Centres due to improper 
planning. 

The matter was refetTed to Government in June 2004; reply has not been 
received (November 2004 ). 

I WATER RESOURCES DEPARTMENT 

14.4.12 Avoidable expenditure due to change in specification of pipes 

The decision to change the specification of pipes while awarding the work 
resulted in an avoidable expenditure of Rs 66 lakh. 

Kera la Water Au thority (KWA) sanc tio ned (March 1996) a Rural Water 
Supply Scheme estimated to cost Rs 7.85 crore for supplying drinking water to 
Thirumarady and adjoining three villages w ith loan assistance from Life 
Insurance Corporation of India . In the detai led engineering report of the 
scheme, the gravity ma in" of length 10038 metres from ground level tank to 
sump was recommended to be laid with 200 mm Cast Iron (CI Class LAS) 
pipes. The Superintending Engineer (SE), PH Circle, Muvattupuzha 
recommended (November 2000) the use of 200 mm Asbestos Cement (AC) 
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pipes of classes IO to 20 which were available as surplus stock in foufl other 
divisions of KW A instead of Cl pipes, as AC pipes cou ld be safely used for 
gravi ty main. It was al so indicated in the proposal that by using AC pipes 
Rs 30 lakh cou ld be saved on the project cost. The Chief Engineer (CE), 
Sou them Region approved (January 200 I) the proposal and directed to use 
200 mm AC pipes of class 15 and above for this component. However, 
ignoring the direction of CE, the SE awarded (January 2002) the above work 
to two contractors for execution with 200 mm CI (Class LA) pipes on 
' supplying and laying basis'. The work of laying gravity main was completed 
in February 2003 at a total cost of Rs 1.44 crore, of which the cost of 10,3 17 
metres of CI pipes used was Rs 1.03 crore. As AC (Class 15) pipes could 
withstand a working pressure of 7.5 kg per cm2 and the working pressure of 
the gravity main was only 6 kg per cm2 the execution of work with CI pipes 
was avoidable. 

Thus, the action of the SE in awarding the work of laying of gravity main with 
Cl pipes instead of AC pipes, disregarding the direction of CE and his own 
earlier recommendation led to avoidable expenditure of Rs 66 Jakh for which 
no responsibili ty has been fixed . 

The matter was referred to Government in May 2004; reply has not been 
received (November 2004) . 

I 4.5 Idle iti vestme11tlidle establislime11t/blockage of fu11ds 

I GENERAL EDUCATION DEPARTMENT 

I 4.5.l 1dle investment on buildings 

Four staff quarters and one students' hostel costing Rs 58.29 lakb 
remained unoccupied for over four years. 

Under centrally sponsored scheme of Teacher Education, Public Works 
Department constructed (September 1998) one students' hostel and four staff 
quarters for the District Institute for Education and Train ing (DIET) 
Kottarakkara at a cost of Rs 58.29 lakh. The buildings were handed over 
(October 1999) to the Principal, DIET, Kottarakkara without providing 
electric connection. The Principal remitted Rs 0.10 lakh to the Kerala State 
Electricity Board in March 2002 for electric connection. 

Though electric connection was provided (June 2002) to one of the four 
quarters this was not occupied as its toilets, doors, etc., were damaged. 
Electric connection could not be provided to the remaining three quarters and 
hostel building as the wiring/fittings had been damaged by antisocial elements. 
Thus the quarters and hostel constmcted at a cost of Rs 58.29 lakh remained 
unoccupied for over four years as of March 2004. 

The matter was referred to Government in April 2004; reply has not been 
received (November 2004). 

• PH Di\ 1sions a1 Pa1hanam1hn1a, Alappuzha. fabppal ond WS Di" is ion. Auingal 
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I FISHE RIES DEPARTMENT 

I 4.5.2 Non-implementation of a Scheme 

Lethargic attitude of Matsyafcd in implementing a scheme despite 
availability of funds resulted in non-achievement of the objective of 
uplifting the Jiving cond itions of fi sherwomen. 

Government of India (GO!) released an amount of Rs 45 lakh to the State 
Government during 199 1-92 for implementation of a 50 per cent Centra lly 
Sponsored Scheme of Trash Fish Proj ect. According ly, the State Government 
released Rs 99.83 lakh (Rs 49.83 lakh in March 1995 and 
Rs 50 lakh in March 1996) to the Kera la State Co-operative Federation for 
Fisheries Development Limited (Matsyafed) for implementation of the 
Project. The project aimed at the production and marketing of value added 
produc ts of trash fi sh• as a j oint venture with pri vate sector fim1s and thus to 
provide employment to 2500 women benefi ciaries d irectly and three to four 
times of it indirectly. The scheme was to be implemented in five southern 
districts .. of Kera la through 135 Vanitha Societies of Matsyafed. As the 
o ffers received from the private firms were not viable, the project was not 
implemented . Matsyafed could spend only Rs 0.57 lakh as of February 2004 
and the balance amount was kept in TP Account in the Distric t Treasury. 

The Director o f Fishe ries directed (September 1998) Matsyafed either to 
imp lement the project or to re fund the assistance received. lnstead of 
refunding the amoun t Matsyafed submitted (June 2000) an alte rnative project 
costing Rs I .50 c rore which was not approved (July 2000) by GOI and 
Matsyafed was directed to refund the unutilised Centra l assistance. Though 
the State Government aga in directed (Ja nuary 200 I) Matsyafed to refund the 
Central assis tance. they, however, did not make any refu nd . Matsyafed 
submitted another project in February 2004 for which sanction was accorded 
by Government on 27 March 2004. This project had not, however, been 
approved by GO! so far (June 2004). 

The non-implementation of the project was brought to the notice of the 
Government as well as Matsyafed by Aud it in May 2004 and Matsyafed stated 
(June 2004) that the amount was utilised by 31 March 2004. It was noticed 
that Matsyafed had only transfe rred Rs 16.50 lakh each to the fi ve district 
offices and Rs 9.25 lakh to Malsyafed lee and Freezing Plant. Kochi by the 
end of Ma rch 2004 while retaining the balance amo unt. 

The lethargic attitude of Matsya fed in implementing the scheme resulted in 
non- achievement of the social objective of p roviding employment to 2500 
fi sher women and thereby uplifting the ir living conditions. 

Managing Director, Matsyafed stated (August 2004) that 500 beneficiaries in 
50 Se lf Help Groups were given trai ning before 31 March 2004 and they had 
sta rted production and marketing of va lue added products. Government 
endorsed (September 2004) the reply of the Managing Director. The reply is 
not acceptable fo r the following reasons: 

• Lo" v:ilue fishes and se:isonally abundan1 fhhcs. 
•• Thiruvananthapumm. Kollam. Alappu1ha. Kn11ayom an<l Emakulam 
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(i) As per guidelines. the assistance was to be utilized for training 
establishing production centres with equipment and furniture, 
procurement of raw materials, marketing support etc. But the reply is 
silent on the details of physical achievement, number of production 
centres established etc. Component wise details of expenditure incurred 
were also not available with the Matsyafed. 

(ii) The original project approved by GO! and for which central assistance 
was re leased aimed at providing direct employment to 2500 fisherwomen 
whereas the scheme now stated to have been implemented would benefit 
only 500 fi sherwomen. 

I GENERAL ADMINISTRATION (TOURISM) DEPARTMENT 

I 4.5.3 Blockage of funds in an ill-conceived project 

Failure of the Government initially to assess the viability of the project 
'Guest House at Mumbai' led to abandonment of work midway resulting 
in blocking of funds of Rs 3.48 cro•·c. 

State Government decided (February 1997) to construct a Guest House at 
Mumbai for the Kerala Tourism Department to provide accommodation to 
Ministers, officials and people from Kerala visiting Mumbai .· In October 
1997 the department took possession of 2000 square metres of land at Vashi, 
New Mumbai on lease for 90 years from the City and Industrial Development 
Corporation, Mumbai by paying lease premium of Rs 1.29 crore for the land. 

Based on the administrative sanction issued by Government (September 1998) 
for construction of the Guest House at a cost of Rs 7.27 crore, Kerala Public 
Works Department entrnsted (November I 999) the construction of civil works 
of the building to a Mumbai based firm for Rs 2.96 crore. After spending 
Rs I .62 crore for completing the structure, Government felt (February 2002) 
that further provision of funds would not be possible due to financial 
constraints and that the project would not be viable due to limited utility and 
huge recurring and non-recurring expenditure. As the lease deed prohibited 
sale of land or transfer of ownership Government decided to convert the 
project into a Joint Venture Concern (JVC') and ICICI Kinfra was appointed 
(May 2003) as a Consultant for finding a partner, which has not been done as 
of October 2004. 

Though it was decided in February 2002 not to go ahead with the project, the 
work was tenninated only in July 2003. The expenditure incurred on the 
project upto May 2004 was Rs 3.48 crore. 

Fai lure of the Government initially to assess the viability of the project led to 
abandonment of work midway resulting in blocking of funds of Rs 3.48 crore. 

Government stated (August 2004) that the Guest houses are not constructed as 
commercial projects. The reply of the Government is not convincing as 
Government itselr decided (Febrna1y 2002) not to go ahead with the project 
after it was found that the project was not at all viable due to limited utility. 
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Government added that the consultant ICICI Kinfra had submitted a draft bid 
document for inviting JVC partner. 

I INDUSTRIES DEPARTMENT 

I 4.5.4 Blockage of funds in setting up of an Industrial Development Area 

Government's inaction led to non acquisition of full extent of land 
required for an Industrial Development Area and the non-utilisation of 
even the acquired land resulted in blocking up of Rs 1.65 crore. 

Government accorded sanction (June 1993) for sett ing up of a 200 acre (80.97 
hectares) Industria l Development Area at Puzhakkalpadam in Thrissur district. 
Notification for acquisition of land was published (October 1994) under the 
Kera la Land Acquisition Act {Act). But as the declaration under Section 6 of 
the Act was not made before the expiry of one year from the date of issue of 
notification, the notilication lapsed and Government had to issue the 
administrative sancti on aga in in January 1998 for the purchase of land 
invoking urgency clause of the Act. The revised notifications were issued 
between July 1999 and July 2000. 

District Industries Centre paid Rs 1.65 crore • between February 1996 and 
October 2002 to the Special Tahsildar, Land Acquisition, (General) (LAO), 
Thrissur towards cost of the land and other incidental charges. Of this, Rs 1.02 
crore was i1Tegularly drawn before issuing the notification for acquisition of 
land. The LAO credited the entire amount under 8443-Civil Deposits. The 
acquisition of land was started in December 200 J and 20.81 hectares only 
were acquired at a cost of Rs 1.38 crore. 

Even after ten years of sanctioning of the project only one fourth of the land 
required could be acq uired and the acquired land has not yet been developed. 
Consequently the acquired land could not be allotted to the prospective 
entrepreneurs. The department stated (June 2004) tha t Government decided 
(December 2002) to drop further acquisition of land. This would indicate that 
the project was conceived without proper planning and a definite time 
schedule. The lackadaisical approach of the department and Government led 
to abnonnal de lay in setting up the Industrial Development Area and resulted 
in blocking up of Government money to the extent of Rs 1.65 crore. 

The matter was rcfcn-cd to Government in May 2004; reply has not been 
received (November 2004). 

4.5.5 Release of grants for a scheme without considering its viability 

Failure to ensure viability of the project before releasing the assistance 
resulted in blocking of fund of Rupees one crore. 

Government approved (January 200 I) a project for establishment of a High 
Tech Coir Park at Perumon in Kollam District. The objective of the park was 

• February 1996 - Rs 0.25 lakh. Man:h 1997 - Rs 101.J2 lakh; Oc1obcr 2002 - Rs 63 lnkh 
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to provide the environment and infrastructure required to promote high 
technology coir manufacturing, research, design, development and training 
establishment. The project envisaged setting up of six coir manufacturing units 
by Co-operative societies, dyeing unit, a unit for designing and manufacturing 
of coir machinery, testing and quality control unit and a Research and 
Development Centre at an investment of Rs 18.48 crore to be met from 
various sources. The project was to be implemented by the Centre for 
Development of Coir Technology (C-DOCT). a State autonomous body. 

Government released (January 200 I) Rupees one crore to C-DOCT for the 
project. However, C-DOCT deposited the entire amount of Rupees one crore 
in the current account of Indian Overseas Bank (IOB), Main Branch, 
Thiruvananthapuram upto 17 November 2002 and thereafter Rs 89 lakh was 
transferred to term deposits. C-DOCT had purchased (December 2001) only 
one Geo-textile making powerloom and accessories spending Rs 7.49 lakh 
which is lying idle as of May 2004. 

C-DOCT stated (May 2004) that the Governing Body had since decided to 
establish a National Coir Research and Management Institute at 
Thiruvananthapuram and to maintain the unit at Pernmon as a Training 
Institute and pilot project location. It was also opined that if the proposed 
High-Tech Coir Park was established as such, it would lead to the creation of 
another Public Sector Undertaking in coir and as per the policy of the 
Government this was not acceptable. 

Government stated (September 2004) that they do not agree with the opinion 
of the Governing Body. Government added that steps for implementation of 
the High Tech Coir Park were initiated and building for Research and Training 
Institute for Coir Geo-textiles had been constructed with MPLAD fund and 
trial run of the powerloom purchased for coir Geo-textiles production had 
been conducted between January-December 2003. Government further stated 
that activities for the establishment of the proposed National Coir Research 
and Management Institute at Thiruvananthapuram were in progress. The reply 
of Government is not acceptable as none of the components of the High-tech 
Coir Park had been fully established even after three years of sanctioning the 
project and allotment of funds. Thus, Rupees one crore released to C-DOCT 
did not serve any purpose and resulted in unnecessary retention of funds 
outside Government account for more than three years, thereby entailing 
avoidable interest payment of approximately Rs 20 lakh ... on the financing of 
working capital requirements of the Government. 

I REVENUE DEPARTMENT 

j 4.5.6 Non-utilisation of River Management Fund 

District Collectors did not undertake river bank protection works though 
Rs 37.65 crore was available in the River Management Fund. 

River sand is an essential raw material for building construction. The 
indiscriminate and uncontrolled removal of sand from the rivers causes large 

• Calculated at the bank r.uc of interest 
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sca le river bank sliding and disturbs the biophysical environment system of 
the rivers in different degrees. To ensure protection of river banks, 
Government set up a River Management Fund in November 1998. 
Subsequently, Government enacted the Kerala Protection of River Banks and 
Regu lation of Removal of Sand Act, 2001 (Act) and notified the re lated Rules 
in April 2002 (Rules) . 

According to the Rules, the corpus of the Fund consisted of fifty per cent of 
the amount collected by the Local Self Government f nstitutions through sa le 
of sand , grants given by Government, donations or contributions from public 
or from no n-governmental agencies, penalties imposed under the Act, etc. 
The District Collector (DC) was responsible for maintaining and operating the 
Fund. The District Expert Committee (DEC) with the approval of 
Government was to implement the River Bank Development Plan for 
establishing, co-ordinating and protecting river banks within the district. 

During the period 1998 to 2003 (as of 31 December 2003) the amount of 
Rs 38.58 crore received by the 14 DCs were deposited in the Treasury Public 
(TP) Accounts. Out of this Rs 0.93 crore were spent by the 11 DCs towards 
fuel charges, hiring of speed boats, etc., and the balance of 
Rs 37.65 crore was retained in the TP accounts. Though Government 
approved the plan in four districts@, the protection work was taken up only in 
Pathanamthitta district as of January 2004. In six districts11 plans were pending 
approval by Government and in four districtss plans were under preparation. 

Despite ava ilabi lity of fu nds DECs under the Chairmanship of District 
Collectors failed to fo1mu late and implement riverbank protection works even 
after a lapse of two years. Government also failed to monitor and ensure 
timely utilisation of the funds collected for the intended purpose. Considering 
the serious deterioration caused to river banks and biophysical environment 
system of rivers, Government need to set up an effective internal control 
mechanism to monitor implementation of such schemes meant to prevent 
eco logica l disasters. 

The matter was referred to Government in Apri l 2004; reply has not been 
received (November 2004). 

I WATER RESOURCES DEPARTMENT 

14.S.7 Delay in commissioning of a Water Supply Scheme. 

Selection of water source without ensuring its availability resulted 
in non-commissioning of a water supply scheme on which 
Rs 2.01 crore had been spent. 

Managing Director (MD). Kerala Water Au thority (KW A) sanctioned 
(December 1995) a comprehensive rural water supply scheme under the 
Centrally Sponsored Accelerated Rural Water Supply Programme for 
providing drinking wa ter to Thekkumkara and three adjoining water problem 

• Ko1tayam. Wayana1l. l'a1hanamthi11a and Malappur:im 
• Kollam. Alappu7ha. Ema~ulam. Thnssur. Palakkad and Ko.lhikode 
' ThtrU\ anan1hapur.:1m. ld11kk1. Kasar:igo<l nml Kannur 
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vil lages in Thrissur District at an estimated cost of Rs 3.25 crore. The scheme 
comprising of eight components was lo be commissioned in December 1998. 
According to the detailed engineering report prepared by the Chief Engineer, 
KWA about 1.69 mid* of water was proposed to be tapped from the reservoir 
of Yazhani Dam in Thrissur District, managed by Irrigation Department, 
through a control system to be installed at the dam and through a water 
channel and a sump to be constructed at the dam site. KW A requested (July 
1997) Irrigation Department to hand over 25 cents of land for construction of 
sump and a water channel al the dam site for completion of intake 
arrangements. Irrigation Department. however. denied (September 1997) 
permission to tap \\ ater for the scheme from the reservoir due to insufficiency 
of water and informed KW A that Government had already directed (June 
1994) not to transfer land belonging to Irrigation Department to other 
departments. KW A decided only in December 2002 i.e., after a lapse of five 
years to construct an alternative source in the down stream of the dam, for 
which sanction of Government was not obtained as of February 2004. 
Pending finalisation of source, other components of the scheme constructed at 
a cost of Rs 2.01 crore as of November 2003 could not be put to use. 

The fail me of the C'hief Engineer, KW A to ensure the availability of source 
while fonnulating the project proposals and also the failure of Managing 
Director to identify an alternative source had resulted in the non-completion of 
the scheme even after 8 years of its sanc tion thereby depriving the facility of 
drinking water to the people in the problem vi ll ages. 

The matter was referred lo Government in July 2004; the reply has not been 
received (November 2004). 

I 4.5.8 Inordinate delay in completion of a Rural Water Supply Scheme 

Failure of Kerala Water Authority to monitor the execution of work 
resulted in non completion of a scheme sanctioned 20 years ago and 
expenditure of Rs 1.25 crorc remained unproductive. 

Government sanctioned (December 1983) a Rural Water Supply Scheme to 
benefit a population of 25.000 in Thelliyoor, Valakuzhy and Ezhumattoor in 
Alappuzha District at an estimated cost of Rs 73.18 -lakh. Kerala Water 
Authority (KW A) awarded works relating to the six

0 

components of the 
scheme to a contractor (first contractor) in March 1984 at a cost of Rs 5. 90 
lakh and the work of laying distribution system to another contractor (second 
contractor) in August 1984 at a cost of Rs 8.19 lakh. The scheme scheduled to 
be completed in December 1986 could not be completed and commissioned as 
of September 2004 even after incurring an expenditure of Rs 1.25 crore as 
detailed below: 

The first contractor executed only a small portion of the work awarded to him 
and did not undertake the construction of well-cum-pumphouse, as the revised 
design of the well to increase the diameter from 6 metre (original proposal) to 

• mid million l11rcs pc:1 da) 
• C"oru.1ruc11on Of\\cll cum pump ht111M'. mlihrJlion i,:allery. pumpm11 main, hoos1er pumphous~· and sump.11mund 

le, cl 1anks amt re1:11n1nJ,! \\Oii 
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9 metre was not made avai lable . Due to the delay in execution of the works 
the SE, PH c ircle, Kottayam relieved (December 1988) the contractor from 
executing these works but allowed (January 1990) the contractor to complete 
the construction of booster pump house. sump and one ground level tank 
which were completed in Ju ly 1991 . 

The agreement with the second contractor was also tenninated in April 1992 
as he had laid only 451 86 metres out of 53528 metres of pipes issued to him. 
Though the contract was tem1inated in April 1992 KW A did not recover the 
amount of Rs 19.80 lakh being the value of materials no t returned by the 
contractor for which revenue recovery proceedings was initiated only in 
September 200 I . The amount had not been recovered so far 
(September 2004). 

Although the balance works of the scheme vi=., laying of pump main, 
construction of one GL tank, laying gravity main. erection of pump sets and 
ba lance work of di stribution system remained at a standstill s ince January 
1992, only the construc tion of a 6 metre diameter well cum pump house was 
awarded to anothe r contractor in .January 200 1 which was completed in May 
2003 at a cost o f Rs 45.06 lakh. The remaining works of the scheme for which 
an amount of Rs 1.35 c rore was required were not re-arranged as of 
September 2004. 

Though the delay in making available the revised design of the proposed well 
from 6 metre to 9 me tre diameter was the main reason for the delay in work it 
was noticed in audit that the well constructed after 19 years was of 6 metre 
diameter as originally proposed and the cost incurred was Rs 45.06 lakh as 
against the estimated cost of Rs 2 lakh in 1984. 

The Executive Engineer, PH Division, Thiruva lla stated (August 2004) that 
due to paucity of funds it had been decided (June 2004) to recast the estimate 
for balance works by limiting the distribution system and complete the works 
by December 2005. 

Thus, failure of SE. K WA. Kottayam in arranging the works and KWA to 
monitor the progress of execution of work led to the non-completion of a 
scheme intended to bene fit a popu lation of 25000 and their aspirations of safe 
drinking water remained unfulfilled even after 20 years of its commencement. 
It is suggested that Government may investigate the mancr and take action 
against the persons responsible for the lapse. 

The matter was referred to Government in July 2004; reply has not been 
received (November 2004). 

4.5.9 Non-commissioning of a Water Supply Scheme due to purchase of 
poor quality pipes for its gravity main 

Purchase of defective pipes delayed the completion of a scheme on which 
Rs 14.38 crore had been spent thereby depriving the population from 
supply of safe drinking water. 

The comprehensive Wntcr Supp ly Scheme to Yarkala Municipality and 
adjoining villages envisaged supply 18.70 million litres per day (mid) of 
drinking water (ultimate demand) to 2.47 lakh population i.n the municipality 
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and in seven adjoining vi llages where the shortage of drinking water was such 
that in the Municipality against the demand of 6 mid of water only 0.5 mid 
(8 per cent of the demand) was being distributed. Government sanctioned 
(March 1993) part of the scheme for supplying water to the municipal area 
(9.75 mid) at an estimated cost of Rs 8.25 crore to be commissioned in 
December 1997. In March 2000 Government sanctioned the remaining part of 
the scheme for the mral area (8.95 mid) at an estimated cost of Rs 9.06 crore 
under Centrally Sponsored Accelerated Rural Water Supply Scheme to be 
commissioned in March 2003. Source, Treatment Plant, Pumping Main, 
Gravity Main. Sumps. Service Reservoirs and Distribution Network were to be 
established, of which the first four components were common to both parts of 
the scheme. Kerala Water Authority (KWA) availed a loan of Rs 6.59 crore 
from HUDCO (Rs 5.59 crore in March 1999 and Rupees one crore in March 
2001) fo r implementation of the scheme. 

In September 1995, KWA placed orders with a fim1 for supply of 6490 metres 
of 600 mm class I 0 AC pipes required for the scheme. During inspection 
(June 1996) of pipes at the premises of the firm, the agency authorised by 
KW A detected inherent defects in the pipes. Though this fact was brought to 
the notice of the Chief Engineer, Planning, Services and General (CE) of 
KWA, the matter was not taken up with the firm. The pipes supplied (6487 
metres) . by the finn during May-August 1996 were. however, accepted by 
KW A and Rs 1.05 crore was paid in October 1996. 

The work of laying gravity main· was awarded to a contractor in May 1997 
with the completion date as 29 November 1997. The contractor could, 
however, start the work on ly in March 1998 and the time of completion was 
extended up to 30 March 1999 by the Managing Director, KW A. The 
contractor laid pipes for a length of 1697 metres ti ll June 1998. During 
pressure tests conducted (June 1998), a Lota! length of 1489 metres of pipes 
could not withstand the required test pressure of 7.5 kg/cm2

, of which 520 
metres could not withstand even the test pressure of 4.5 kg/cm2

. On reporting 
the matter to the supplier finn. it arranged (December 1998) testing of pipes 
and found Lhat 45 per ce11t or pipes were defecti ve due to pealing of shell 
layers in the edges. Hence they shortened the length of each pipe by I 0 to 30 
cm which was not in confonnity with the standard of maximum tolerance on 
the nominal length of 40 mm of each pipe as prescribed by Bureau of Indian 
Standards. KW A, however, allowed these defective pipes to be laid for a 
length of 5150 metres by incurring an expenditure of Rs 20.54 lakh as of July 
2000. Laying of pipes was held up thereafter and the work was resumed in 
January 2003 only. Although the components of the scheme for the supply of 
9.75 mid of water to the municipal area were co~pleted, supply of water had 
not commenced (July 2004) pending completion of rectification of leak of 
pipes. The remaining works of construction of one sump, six service 
reservoirs and distribution system of the scheme to supply 8.95 mid of water 
to seven villages had not commenced (July 2004) even though they were to be 
commissioned by March 2003. 

The action of the Chief Engineer in accepting defective pipes delayed the 
commissioning of the scheme by more than six years and the expend iture of 

r1pclmc for 1ran~mission or dc:::r \\ ;ll~r by gra• 1tallon.1l pull 
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Rs 14.38 crore incurred on it remained unproductive. Furthe r, as the gravity 
main was common to both portions of the scheme intended to di stribute 18.70 
mid of water to the municipa l and rural areas, the capacity of the pipes to 
withstand the pressure when both the portions or the scheme are 
commissioned is doubtful. 

The matter was referred to Government in June 2004; reply has not been 
received (November 2004 ). 

4. 6 Delays in commis«io11ing equipment 

I AGRICULTURE DEPARTMENT 

I 4.6.1 Delay in implementation of a scheme' for providing Copra Dryers 

A scheme for providing Copra Dryers was sanctioned by Government 
without proper study necessitating revision of scheme on several 
occasions and delaying its implementation. 

Under the spec ial package of re lief measures for agricultural sector, 
Government sanctioned (March 2002) the scheme for providing seed money 
assistance for purchase of copra dryers• of capacity 10000 to 30000 nuts a day 
by Service Co-operative Banks. An amount of Rs 11 orore was earmarked for 
providing 220 dryers at the rate of Rs 5 lakh or 25 per cent of the cost of the 
dryer whi chever is less. Government provided Rs 9.40 crore through 
Supplementary Grant in Fcbrnary 2003 for the scheme. 

In March 2003 Government modified the scheme mainly to provide assistance 
of Rs 0.75 lakh to selected women self help groups for purchas ing 220 dryers 
of capacity of upto 5000 nuts a day. Though the outlay was thus reduced to 
Rs 1.65 crore the Director drew Rs 9.40 crore provided in the Supplementary 
Grant on the last day of the financ ial year (31 March 2003) and deposited it in 
a Treasury Savings Bank (TSB) Account. Four months later in July 2003 
Government again modified the scheme by reduci ng the number of dryers to 
150"' and dec ided to meet the cost of shed and 20 per ce111 of working capital 
in addition to the cost of dryers there by limiting the Government contribution 
to Rs 1.37P crore. Government again modified the scheme in December 2003 
enhancing the working capital to each unit to Rs 0.20 lakh thus increasing the 
total commitment to Rs 1.63 crore. 

The Kera la Agro Industri es Corporation Limited (KAlCO), a Government 
Company, was the implementing agency and the project was to be completed 
by July 2003. As per Government order the cost was to be released to K.AICO 
only after commissioning of the dryers. However, Rs 50 lakh each was paid 
as advance in August 2003 and March 2004. KAICO commiss ioned only one 
drye r as of March 2004. 

ft was further no ticed tha t Government sanctioned (October 2003) drawal of 
Rupees three crore from the balance ava ilable in the TSB Account of the 

' Equipm~n1 for tlrymg coconut 

: Drycl'>.of .'iOrn> nuts capacitv 30 numhel'>, JOOO nut~ capacity- 40 number.-. 2000 nut• capacity- 80 numbers 
cu't nl I SU dryer'· R, XU 50 l:ikh. cnst or I 'ill shed': R~ 52.50 lalh. \\Orl ing cap11al : R, ·UO lakh 
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scheme for making payments under an entirely different scheme of Paddy 
Procurement on the plea that budget provision was exhausted, savings could 
not be located and funds were urgently required. Thus the balance left in the 
T B Account as on 31 March 2004 was Rs 5.40 crore. 

This reveals serious di crepanc ies and gross violation of financial rules as 
ind icated belov.t: 

• The scheme was sanctioned without any proper study of requirements or 
practicability or the proposals necessitating four revisions of the scheme 
of which two of these were after the drawal of funds. 

• Though the outlay of the scheme was reduced to Rs 1.65 crore in March 
2003 and the Director was aware of this fact, he drew the entire 
supplementary provision of Rs 9.40 crore and lodged it in TSB account 
mainly to avoid lapsing of provision. 

• The pace of implementation of the scheme was very slow due to frequent 
modification and thus only one out of 150 targeted dryers cou ld be set up 
even after payment of advance of Rs 1.00 crore to the implementing 
agency. 

• Government committed gross violation of principles of budgetary control 
by sanctioning drawal of unrequired funds for another budgetted scheme 
instead of refunding the funds. 

• The diversion of Rupees three crore to another scheme vitiated the 
accounts and resulted in inflating the expenditure on the origina l scheme 
and thus expenditure was without the approval of the Legislature. 

Thus the department failed to achieve the main objectives envisaged in the 
scheme. 

The matter was referred to Government m May 2004; reply has not been 
received (November 2004). 

I 4. 7 Regularity issues a11d other points 

I FISHERIES AND PORT DEPARTMENT 

14.7.1 Delay in receipt of Central assistance on a scheme 

Non-adoption of revised pattern for the saving-cum-relief scheme for 
marine fishermen during 2000-0 I resulted in delay in receipt of Central 
assistance of Rs 1 .91 crorc and avoidable liability of Rs 3.82 crore. 

Saving-cum-relief scheme was introduced for marine fishermen in the State 
from 1991-92. The scheme provided for co llection of Rs 360 from fishermen 
at the rate of Rs 45 pe r month during eight months from July to February and 
payment of Rs I 080 in four equa l instalments during the !ean fishing season 
from March to June. The share of the State Government and Government of 
India (GOf) was fixed as Rs 360 each. Jn July 2000, GOI modified the 
scheme commencing from April 2000 onwards by enhancing the beneficiary 
contribution to Rs 600 for eigh t months and reducing contributions of State 
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Government and GOI to 50 per cent each of the beneficiary contribution for 
distribution of Rs 1200 to the fishermen during the lean months. State 
Government did not implement the modified scheme from 2000-01 though 
orders from GOI were received in August 2000 and collected Rs 3.82 crore 
from 107127 fishern1en as per old pattern and paid Rs 7.64 crore as 
contribution of State Government and GOL 

GOI clarified (November 2000) that if the modified scheme was not 
implemented from April 2000 onwards, Central assistance would be released 
at the rate of 50 per cent of amount collected from the beneficiaries. But the 
State Government did not forward any proposal to GOJ to c laim the 
admissible central a~sistance of Rs 1. 91 crore based on the clarification issued. 
Director of Fisheries sought (September 2002) administrative approval for the 
scheme in the old pattern despite specific instruction (July 2000) by GOI that 
no request for ex post .facto sanction would be entertained. On a reference, 
GOl intimated Audit (April 2004) that ex post facto approval on the basis of 
old funding pattern was not permissible as per the guidelines of the scheme. 

State Government did not receive Central assistance of Rs 1.91 crore for 2000-
0 I due to the failure of the Fisheries Department to prefer the claim within the 
stipulated period. In addition to this, the State Government had to incur an 
extra liability of Rs 3.82 crore because of implementation of the scheme in the 
old pattern during 2000-01. 

Government stated (January 2004) that it was difficult to collect the enhanced 
rates as prescribed by GOI from the beneficiaries as collection of contribution 
according to the old pattern had begun (July 2000) well before the receipt of 
the new guidelines (August 2000) and a sudden reduction in matching 
contribution might have caused much 'hue and cry' among them. This 
contention of Government is not tenable as Government conveyed approval 
for implementation of the scheme in the revised pattern for 2001-02 only in 
October 2001 after commencement of collection in July 200 I and this issue 
was not raised at that time. 

Government intimated in July 2004 that the claim was preferred in March 
2004 based on assurance received (August 2003) from GOI that assistance 
would be released on receipt of claim in the revised pattern from State 
Government. However, the central assistance has not been received so far 
(September 2004). 

I GENERAL EDUCATION DEPARTMENT 

4.7.2 Diversion of funds received from Government for implementation 
of specific programme 

Diversion of Rupees two crore received from Government for 
implementation of modcrni ation of Printing Technology course in 
Vocational Higher Secondary Schools. 

Government sanctioned (March 2003) Rupees two crore for the project 
·Modernisation of Printing Technology Course' offered by Government 
Vocational Higher Secondary Schools based on the proposal submitted by the 
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Director, Voca tional Higher Secondary Education (VHSE). Kerala State 
Audio Visual and Reprographic Centre (KSA YRC). a State autonomous body, 
was the implementing agency. The funds were transfer credited on 31 March 
2003 to the Treasury Public Account (TP Account) of the implementing 
agency. 

The Director, VHSE had stipulated (April 2003) that KSA VRC should get his 
prior approva l for the specification of machine1y and equipment and these 
were to be procured only after complying with tender formalities. The work 
was to be completed before July 2003 so as to commence the practical training 
in the schools in the academic year 2003-04. KSA VRC was also to identify 
the availabili ty of the buildings in the schools before-hand for installation of 
the equipment. Though KSA VRC stated that tenders were invited in July 
2003, nothing had materialised so far (May 2004). A technical committee was 
constituted by Government only in May 2004 for implementation of the 
scheme. 

Meanwhile, the amount deposited in the Treasury Public Account was 
withdrawn by the Commissioner, Employees Provident Fund (EPF), 
T hiruvananthapuram in May and July 2003 towards dues payable by 
KSA YRC. Though KSA YRC stated (November 2003) that the funds required 
wou Id be generated from its own sources, they could not locate the funds for 
implementing the VHSE scheme so far (August 2004). 

The severe financial c risis of the implementing agency thus derailed the 
modernisation project as funds provided for were diverted to pay off statutory 
dues. Thus, the objecti ve of imparting tra ining on modem printing technology 
techniques to the students in Vocational Higher Secondary Schools from 
2003-04 academic year could not be achieved inspite of release of Rs 2 crore 
by Government. 

Government s tated (June 2004) tha t EPF arrears had accumulated due to the 
mismanagement of the former management of KSA YRC and it was not 
possible to implement the project without getting the fund back from the 
Commissioner, EPF. The reply of Government is not acceptable as the 
Commissioner, EPF had withd rawn the amount from the TP Account of 
KSA YRC towards arrears of EPF dues from January 200 I and there was no 
scope for getting refund of the amount. Therefore, it can be inferred that the 
Government was not interested in implementing the project in the VHSE 
Schools. Further, Government reply is s ilent on why the funds for 
implementing a project in VHSE Schools were released to an autonomous 
body in a difficult financia l situation. 

I HEALTH AND FAM1LY WELFARE DEPARTMENT 

14.7.3 Non-payment of assistance meant for poor patients 

The Superintendent failed to.pay the amounts received even before 1996 
from various Government and other agencies for partially meeting the 
cost of treatment of poor patients. 

Superintendent. Medica l College Hospital. Thiruvananthapuram operates a 
current account in a Nationalised Bank for crediting amounts received from 
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various agencies for partially meeting the cost of treatment of economically 
poor patients, pending disbursement to the beneficiaries. As per records 
Rs 1.27 crore remained undisbursed in the Bank account as on 31 December 
2003. Of this Rs 1.24 croreoc received from various agencies from 1996 to 
2003 was payable to 450 patients. The balance amount related to periods prior 
to 1996 for which proper records were not available. The assistance 
sanctioned ranged from Rs l lakh to Rs 2.26 lakh in 13 cases, Rs 0.50 lakh to 
Rs 0.99 lakh in 89 cases, Rs 0 .10 lakh to Rs 0.49 lakh in 286 cases and below 
Rs 0.10 lakh in 62 cases. ln reply to an enquiry, the Superintendent stated 
(March 2004) that the disbursement could not be made since the patients had 
not approached them for financial assistance. The Superintendent, however, 
was unable to explain why the patients of the hospita l, belonging to 
economically poor sections of society, after producing various certificates and 
other documents required for obtaining the assistance did not turn-up to 
receive the .amounts after the cheques for assistance were received in the 
hospital. He also did not make any attempt to re lease the payment even 
though the details of the patients were available with him. lt was also seen 
that against the undisbursed balance of Rs 1.27 crore as per the records of the 
hospital the bank pass book showed only a balance of Rs 1.05 crore as on 
31 December 2003 and therefore the possibility of misappropriation/ 
defalcation of funds cou ld not be mled out. This reveals:-

~ Failure of the Superintendent to take effective action to disburse the 
assistance to the beneficiaries who were the patients of the hospital. 

~ Failure of the financing agencies to ensure that ass istance sanctioned by 
them was actually disbursed in time and unpaid amounts were refunded by 
the hospital. 

~ Failure of the Superintendent to maintain proper accounts of the receipts 
and disbursement and to reconcile the Departmental balance and Bank 
balance. 

As a result of the administrative apathy and weak internal controls, funds 
intended for extending relief to poor patients for partially defraying the cost of 
treatment, although have reached the hospital, did not reach the benefic iaries. 

lt is recommended that Government may set up an effective control 
mechanism involvi ng the hospital and financing agencies to ensure the timely 
disbursement of assistance. Government also need to enquire into the various 
lapses in the maintenance of accounts in the hospital and also investigate why 
the patients did not approach the hospi tal for receiving assistance as claimed 
by Superintendent. 

The matter was referred to Government in June 2004; rep ly has not been 
received (November 2004). 

' Prime Minister's Relief Fumt (Rs 29.'.18 lakh). Society for medical ass1~tance to the poor (Director of I leahh 
Services) (Rs 59.15 lakh). Dirccwr of Insurance Medical Services {Rs 31.74 lnkh), Scheduled Caste Development 
De1><1nmem (Rs 1.68 lakh), C'harunble Trust, Individuals {Rs 1.45 lakh) 
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14.7.4 Retention of surplus staff 

Failure of Government to redeploy 417 surplus vertical staff in the 
National Leprosy Eradication Programme led to payment of idle wages of 
Rs 11.79 crore. 

Consequent on the declining trend in the prevalence rate of Leprosy, 
Government of India (GOI) decided to integrate the National Leprosy 
Eradication Programme (NLEP), w ith General Health Services (GHS) of the 
State. Accordingly, first phase of the NLEP came to an end in September 
2000 and phase II of the NLEP with less funds and reduced staff commenced 
for a period of three years from 01 October 2000 which was extended upto 31 
December 2004. GOI agreed in principle for retaining State unit, District 
units, Urban Centres and one Non-Medical Supervisor/Senior Para-Medical 
worker at each Community Health Centre and Block Primary Health Centre in 
rural areas. As a result, there were 618 surplus staff as of October 2000. GOI 
expected (Ju ly 2003) to reduce the regular vertical leprosy staff by 75 per cent 
by March 2003 by absorbing them within the General Health Care system. 

At the instance of Government, the Director of Health Services submitted 
(Apri l 2004) proposals to Government to retain 82 personnel (79 vertical staff 
and 3 general staff) in the NLEP consequent on reduc tion in the prevalence 
rate of leprosy to less than I per 10,000 population by 2000-01. Director also 
proposed to absorb the 201 surplus staff working in the general wing, in the 
Health Department and to integrate the remaining 417 vertical leprosy staff 
with the Technica l staff against vacant/arising posts in the General Health 
wing. However, Government had not issued any orders to integrate the 
services of vertical staff as of August 2004. 

Delay in integration of surplus vertical staff of leprosy with General Health 
Services even after three years of winding up of Phase I of World Bank 
assisted NLEP resulted in retention of these s taff without any work to perform. 
The consequential payment of idle wages to the 417 vertical staff for the 
period from October 2000 to March 2004 was Rs 11 . 79 crore. 

Government stated (September 2004) that 417 vertical staff were continuously 
working in the ongoing leprosy Programme and additional responsibilities 
re lated to National Health Programmes were given to them from time to time. 
The reply of the Government is not acceptable as the implementation of NLEP 
Phase II required only 82 sta ff and Government could have redeployed the 
excess staff in the ava ilable/arising vacanc ies of General Health Wing. 
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I HIGHER EDUCATION DEPARTMENT 

I 4.7.5 Inefficient management in execution of civil works 

Failure of the University in monitoring the progress of civil works and to 
enforce the conditions of contract led to time and cost overrun apart from 
the blocking of (Rs 2.03 crore) the scarce resources of the University. 

The civi l works of the University of Kerala are executed by the Engineering 
Wing of the University. Scrutiny (November 2003) of eight works (PAC -
Rs 4.03 crore) undertaken by the University during the period from July 1990 
to Apri l 1998 revealed mis-management of works evidenced by non­
completion, partial completion, failure to terminate or rearrange the 
abandoned works at the ri sk and cost of the original contractor, etc. Details of 
four works with a PAC of Rs 3.31 crore remaining incomplete even after 
spending Rs 3.59 crore as of May 2004 (though scheduled dates of completion 
of the works were between July 1992 and July 1999) are discussed below. 

(i) The work of construction of the prestigious Golden Jubilee Complex 
comprising of a Jubilee Hall , Academic Staff College and Centre for Special 
Education awarded (June 1990) to a contrac tor to be complete·d by July 1992 
for an agreed amount of Rs 2.03 crore cou ld not be completed even as of May 
2004. The first contractor completed only the Jubilee Hall by December 1996 
incurring an expenditure of Rs 1.56 crore including an enhancement of 
Rs 19.45 lakh awarded in Apri l 1995. The work of other two blocks were 
rearranged and awarded to a second contractor for the same contract amount. 
As the works dragged on, inspite of awarding two arbitration awards involving 
enhancement in rates amounting to Rs 60.99 lakh, the contrac t was terminated 
(September 2002) and the work of Block II was awarded (October 2002) to a 
third contrac tor. I Iowever, the second contractor was allowed to complete the 
balance works of block III. The works have not been completed. Though an 
expenditure of Rs 2.89 crore had been incurred against the agreed rate of 
Rs 2.03 crore, the constrnc tion of Golden Jubilee Complex taken up to 
commemorate the Golden Jubilee of the University remained incomplete even 
after a decade. 

(ii) The work of construction of the Women 's Hostel Block III was 
awarded to a contractor in April 1998 for an agreed amount of Rs 61.50 lakh. 
Though five yea rs had elapsed from the stipulated date of completion 
(November 1998) only s tructure of the three storied building was completed 
incurring an expenditure of Rs 25.01 lakh and the work was in an abandoned 
stage (December 2003). Due to non-completion of the work UGC assistance 
of Rs 8 lakh was lost 

(i ii) Similarly, construction of Golden Jubilee Library building entrusted to 
a contractor in December 1997 for a contract amount of Rs 43.43 Jakh to be 
completed by November 1998 had not been completed though the time of 
completion was extended upto December 2002. The expenditure incurred 
aggregated to Rs 24.03 lakh. 

(iv) Kera la State Nirmithi Kendra was entrusted (March 1997) with the 
work of construction of Bio-technology building at an estimated cost of 

134 



Chapter IV - A 11di1 of Tran:;actions 

Rs 23.06 lakh with stipulated date of completion as July 1999. After incurring 
an expenditure of Rs 20.74 lakh, the work was at a standstill from June 2001. 
No action had been taken by University for completion of the work. 

No specific reasons were adduced by the University for the inordinate delay in 
completion of the works. Failure of the University to monitor the progress of 
works despite having a full Oedged Engineering wing cannot be justified and 
the undue delay in completing the works rendered blocking of (Rs 2 .03 crore) 
scarce resources of the University, apart from denying the benefits to the 
students. Besides, the action of the University in granting repeated 
enhancement in rates and extension of time as demanded by the contractors 
and its inaction in enforcing the conditions stipulated in the contract also 
indicated absence of due professional care in safeguarding the financial 
interests of the University. 

The matter was referred to Government in August 2004; reply has not been 
received (November 2004). 

14.7.6 Inordinate delay in publication of Malayalam Encyclopaedia 

Out of 20 volumes of Malayalam encyclopaedia only 12 volumes could be 
published so far even after three decades of the publication of the first 
volume suggesting poor governance by the Board/Government. 

State Institute of Encyclopaedic Publications, Kera la (Society) was constituted 
by Government in May 1976 by converting the erstwhile Malayalam 
Encyclopaedia Department into a society registered under the Travancore 
Cochin Literary, Scientific and Charitable Societies Act, 1955. The aim of the 
lnstin1te was to publish encyclopaedia in Malayalam and similar other 
publications in Malayalam. The Institute having a staff strength of 63 is 
financed by grants from Government and an expenditure of Rupees one crore 
is being incurred annually by the Institute. 

Mention was made in paragraph 7.3 of the Report of the Comptroller and 
Auditor General of India for the year 1983-84 (Civil) about certain serious 
deficiencies in the functioning of the Institute and its unsatisfactory 
performance in bringing out only seven of the 20 volumes of the 
encyclopaedia. The Public Accounts Committee (1984-86) in its 1061

h Report 
severely criticised (March 1986) the functioning of the Institute and urged that 
a time schedule be drawn up to bring out the remaining 13 volumes. A 
scrutiny conducted (October 2003) revealed that there was no improvement in 
the functioning of the Institute. 

• 

• 

No time-frame had been drawn up by the Ins titute for publishing the 
remaining volumes. Only five more volumes of Malayalam encyclopaedia 
were published in a span of 20 years. 

During this period four out of the I 0 volumes of Encyclopaedia of World 
Literature were also published. A complete set of encyclopaedia in 
Malayalam language could not be made available even after three decades 
of the publication of the first volume by the fonner Malayalam 
Encyclopaedia Department. 

' I 
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• Though the Board of Trustees of the Institute was to meet once in four 
months and also approve the programme of work for each year and the 
annual Budget to be submitted to Government, the Board did not meet 
regularly; the last meeting of the Board was held in November 2001 . 

• The report to be submitted to the Government by the Board within six 
months after the close of each financial year on the working of the Insti tute 
was also not being prepared by the Institute. 

• The Institute supplied copies of the encyclopaedia to educational 
institutions, libraries etc. on credit basis. An amount of Rs 26.28 Jakh was 
awaiting collection from them which included amounts relating to the 
period from 1977 which indicated that the Institute had not taken adequate 
steps to realise the amounts due. 

The above facts suggest poor governance of the Tnstitute by the 
Board/Government. It is recommended that the Government may review 
urgently the progress of work made by the Institute and take necessary steps to 
bring out the remaining volumes within a limited time frame. 

Government stated (September 2004) that a master plan had been chalked out 
to bring out the remaining volumes within four years. 

I REVENUE DEPARTMENT 

j 4.7.7 Inordinate delay in preparation of Kerala Land Revenue Manual 

Failure of Government in prescribing a definite time frame for 
preparation of Kerala Land Revenue Manual resulted in non-publication 
of the Manual even after six years. 

Consequent on the aboli tion of the Board of Revenue, Government created 
(June 1998) a temporary ex-cadre post of Special Officer and five· temporary 
posts (November 1998) for the preparation of Kerala Land Revenue Manual 
(Manual). One officer of the Indian Administrative Service assumed charge of 
the post of Special Officer in Ju ly 1998 and he was of the view that the 
Manual could be prepared within a period of six months of posting of 
additional staff. 

The Special Officer requested (August 1998) Government to specify the time 
limit, issue guidelines for the preparation of the Manual and also post 
additiona l staff requested for early completion of the Manual. Consequently 
five other staff j oined duty on various dates in 1999. The Government has, 
however, neither issued the guidelines nor fixed any time limit for the 
preparation of the Manua l as of May 2004. Upto June 2004 Government had 
ordered continuance of the post of Special Officer six times and other posts 
two times and the present sanction for continuance of posts expires by June 
2004/September 2004 respectively. An amount of Rs 70.56 Jakh4 has so far 
been incurred towards pay and allowances of the Special Officer and staff as 
of May 2004. 

'Depu1y Collec1or. Special Tah~ildar. Junror Supcrin1endcn1. Upper Division Clerk and Peon 
• Based on aver.igc monlhly e\pend11urc ofR~ 0.98 lakh for si~ years 
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The Special Offi cer submitted the fi rst volume in December I 999 and second 
volume in June 2002 to Government. The drafts of the Manual sent by 
Government to the Commissioner of Land Revenue (Commissioner) fo r his 
remarks have not been received back (May 2004). The Spec ial Officer 
reported (June 2004) that the preparation of third and fourth volumes were in 
progress. 

Though the Government had stated (September 2003) that it was decided to 
dispense with the present arrangement of Special Officer for preparation of the 
Manual and to entrust the Commissio ner with the balance work to be 
comple ted within s ix months, nothi ng has mate ria lised (June 2004). 

There was abnormal delay in preparation of the manual. The work which was 
assessed to requi re s ix months for completion could not be completed even 
a fter s ix years. Therefore the expenditure of Rs 70.56 lakh incurred so far was 
unjustifiable. 

I SOCIAL WELFARE DEPARTMENT 

14.7.8 Delay in implementation of World Bank assisted Scheme 

A World Bank assisted scheme intended to ensure supply of safe drinking 
water in 800 Anganwadi Centres was implemented par tially. 

State Government sanctioned (September 200 I and October 2002) a scheme 
for insta ll ing hand pumps/constrnction o f well/provision o f pipe connection 
fo r 800 Anganwadi Centres (AWCs). This was a component of World Bank 
assisted Integrated Child Development Services - m Project under which each 
A WC was entitled to receive Rs 0.40 lakh to ensure supply of safe drinking 
water to the children. State Government entrnsted the scheme to Loca l Self 
Government Insti tutions (LSGls), on condition that the works would be 
comple ted within one month of the receipt of funds. 

Between March 2002 and March 2003 Chi ld Development Project Officers 
(CDPOs) re leased Rs 2.70 crore to LSGJs for implementing the scheme in 764 
A WCs. Aud it scrutiny revealed that as of March 2004 LSGls completed the 
work only in 304 A WCs (cost : Rs 1.22 crore). Funds provided for e ight 
A WCs were surrendered (Rs 0.03 crore) and works were just started in 151 
AWCs. In 301 AWCs, LSGis did not start the work due to restrict ion in 
operation of PD accounts, non-sanction o f estimates, delay in fina li sa tion of 
tenders, etc. Thus out of the unspent ba lance o f Rs 1.48 c rore. LSGis re tained 
Rs 1.45 c rorc for pe riods ranging from one to two years. 

Though the works were to l>e completed within one mo nth, only 40 per cent of 
the A WCs implemented the scheme despite advance re lease o f funds. 

Thus the priority given by the Govemment/LSGls in the implementation o f a 
very important social welfare scheme was inadequa te. This resulted in 
denying the bene fit of safe drinking wate r to a large segment of the poor 
children. 

It is suggested that Government may set up a machinery at appropria te level to 
monitor progress of such welfa re scheme to avoid undue delay in its 
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implementation . 

The matter was referred to Government 111 June 2004; reply has not been 
received (November 2004). 

!GENERAL 

4. 7 .9 Lack of responsiveness of Government to Audit 

The Accountant Genera l (Audit) arranges lo conduct periodical inspection of 
the Government departments to test check the transactions and verify the 
maintenance of important accounting and othe r records as per prescribed mies 
and procedures. These mspections are followed up with Inspection Reports 
(IRs) to the Heads of O ffices inspected wi th a copy to the next higher 
authorities. The provisions of Article 63 (C) of Kera la Financ ial Code and 
instructions• issued by Government provide for prompt response by the 
Executive to the lRs to ensure rectificatory action and accountability for the 
defic ienc ies, lapses etc. The Heads of offices and. next higher authorities are 
required to report their compliance to the Accountant General within four 
weeks of receipt of IRs. A half yearly report of pending IRs is sent to the 
Sec retary of the concerned department to fac ilitate monitoring of the pending 
I Rs. 

At the end of .lune 2004. I 0962 lRs and 40888 paragraphs issued upto 
December 2003 were outstanding for settlement. The year-wise breakup of 
these !Rs is given below:-

Ycnr Number of IRs Number or Para~raphs 
Upto 1999-2000 3886 10396 
2000-01 l'.!32 3875 
2001 -02 1608 8014 
2002-03 21 18 8783 
2003-04 2118 9820 
Total 10962 40888 

The department wise break-up of these IRs and paragraphs is indicated in 
Appendix XXXVII. 

A review of the outstanding IRs pertaining to Industries Department and 
Insurance Medical Services Department revealed tha t 504 paragraphs 
contained in I 95 I Rs having money value of Rs 230.07 crore remained 
unsettled at the end of Ju ne 2004. The Year-w ise position o f the outstanding 
!Rs and pa ragraphs and the na ture of irregularities are indicated in 
Appendix XXXVl lI. 

14.7.10 Follow up action on Audit Reports 

Government had to finalise remedial action on all audit pa ragraphs within a 
pe riod of two months of the presentat ion of the Repo rts o f the Comptroller and 
Auditor General of India to the Legislature. The Administrative Departments 
concerned were required to furni sh notes explaining the remedial/corrective 
action taken (ATNs) on the audit paragraphs to the Public Accounts 

'llnnd boo!. of lns11uctio11s for the ~p.:cdy settlement of'nudit objections/inspection rcpo11' etc' issued by Finance 
Dcnartmcnt 
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Committee (PAC)/Committee on Public Undertakings (CoPUt as well as to 
the Accountant General within the prescribed time limit. 

The position of pendency as of August 2004 in furni shing A TNs on 
paragraphs inc luded in the Reports of the Comptroller and Auditor General of 
India, Government of Kera la (Civil) pertaining to the years 1993-94 and 1995-
96 to 2002-03 was as indicated below: 

Reference lo Number of Number of Paragr11phs for Number of paragraphs 
Report (year and Paragraphs which ATNs hove been for which ATNs were 

number) included furnished bv Government due from Government 

1993-94 (No.2) 83 78 s 
199S-96 (No.3) 62 SS 7 

1996-97 (No.3) SJ 4S 8 

1997-98 (No.3) (>4 S9 s 
1998-99 (No.3) 62 48 14 

1999-2000 58 31 27 

2000-01 SI 25 26 

2001-02 24 3 2 1 

2002-03 (i) 21 42 

Total 520 365 155 

The department-wise details of the A TNs pending are furnished tn 

Appendix XXXJX. 

Paraiiraphs relating to Kcrala Water Authority and Kerala Khadi and Vill3gc Industries Board arc examined by 
CoPll 
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CHAPTERV 
INTERNAL CONTROL SYSTEM IN GOVERNMENT 

DEPARTMENTS 

!INDUSTRIES DEPARTMENT 

ls.t Internal Control System 

Higllligltts 

Internal Control System is w 1 i11tegral process by which 011 orga11isalio11 
govem s its activities to effectively achieve its objectives. A built-in Internal 
Control System a11rl strict adherence to Statutes. Codes a11d Ma11uals minimise 
the risk of errors u11d irregularities a11d helps to protect resources against loss 
duCJ to waste. ahuse. 111is111a11ageme111. ere. A11 evaluatio11 of i11temal control 
system i11 the fndustries Depart111e11i revealed the weakness of the internal 
controls i11 1•ogue i11 the department, 11011-comp/iance with rules. manuals and 
codes in the areas of hudget preparatio11. expenditure control, accou11/ing of 
tra11sactio11s. implementation o/schemesfor promotion of il/{lustries. ere. 

,. Budget proposals were not submitted in time and the estimates were 
not assessed correctly resulting in substantial provision remaining 
unutilised. 

(Paragraphs 5.1.6 - 5.1. 7) 

}..> Procedures in Kerala Budget Manual for control of expenditure and 
directives of Finance Department on monitoring of monthly ceiling of 
expenditure were not adhered to. 

(Paragraphs 5.1.8 - 5.1.10) 

Y Contingent advances from 1992-93 amounting to Rs 3.39 crore were 
awaiting adjustment. 

(Paragraph 5.1.11) 
;,;.. Physical verification/surprise inspection of cash was not conducted by 

the officers. 

(Paragraph 5.1.12) 
)... Administration of various loans was very poor. Terms and 

conditions of 82 loans amounting to Rs 125.87 crore sanctioned to 
Corporations/Statutory Bodies during 1997-2003 bad not been fixed 
and no recovery made from the loanecs so far. 

(Paragraph 5.1.20) 
.,_ Apart from sending notices, no concrete steps had been taken to 

recover the dues even in period-over cases involving Rs 3.40 crore in 
two districts, indicating poor monitoring and follow up action. 

(Paragraph 5.1.23) 
)..- There was no system in District Industries Centres to watch 

utilisation of share partici1>ation in Co-operative societies, remittance 
of dividend, retirement of shares, etc. 

(Paragraphs 5.1.24 - 5.1.28) 
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~ A voidable delay was noticed in processing and disposing of 
investment subsidy claims. No follow up action has been taken to 
recover subsidy amount from 42 non-functioning units which bad 
availed subsidy of Rs 54.08 lakh. 

(Paragraphs 5.1.29 - 5. 1.32) 

, Inspite of repeated directions from Finance Department, no 
independent Internal Audit Wing had been set up and the internal 
audit was being conducted by temporary diversion of staff. 
Dir-ectorate had not conduc'ed internal audit of eight out of fourteen 
DICs. Eight DICs bad not conducted the internal inspection of the 
Taluk Industries Offices under them. 

(Paragraphs 5.1.47 - 5.1.51) 

r There were 271 paragraphs outstanding in 82 Inspection Reports 
issued from 1999-2000 onwards which included 90 paragraphs 
involviug over payments. undue benefits allowed, iofructuous 
expenditure, misappropriation. etc., amounting to Rs 5.65 crore. 

(Paragraph 5.1.53) 

Introduction 

5.1. I fnternal Control is an integral process by which an organisation 
governs its act ivi ties to effectively achieve its objectives. A built-in Internal 
Control mechani sm and s tric t adherence to Sta n1tes, Codes and Manuals 
provide reasonable assura nce to the department about com pliance of 
applicable rules thus achieving reliability of financ ial reporting, effectiveness 
and efficiency in departmental operations. 

5.1.2 The functions o f the Industries Department include promotion of 
industries especia lly small sca le industries, creating infrastrncture req uired for 
the development of indus tries in the rate, payment o r ass is tance by way of 
loan and grant to Public Sector Undertakings (PSUs), etc. 

Orga11isatio11al set up 

5.1.3 The Department o f Industries is headed by a Principal Secretary at 
the Government level. The Director of Industries and Commerce is the Head 
of the Department assisted by two Add itional Directors (General and 
Technical), s ix Jo int Directors, four Deputy Directors, 11 Assistant Directors, 
one Administrative Officer, one Fi nance O fficer at Headquarters and 14 
Genera l Managers (GMs) in 14 District Industries Centres. 

Audit objectives 

5.1.4 The eval uation of internal control system in the Directorate 
covered adherence to various control measures envisaged tn the Codes, 
Manuals. Guide lines and instruc tions of the Government. 

A udit coverage 

5.1.5 A review of the Interna l Control System in the Depa rtment was 
conducted by test check of the records o f Industries Department, Finance 
Department, Directorate of Industries and Commerce, four (out of 14) District 
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Industries Centres" (DTC) and selected Taluk Industries Offices (TIOs) 
covering the period 1999-2004. 

F inancia l Controls 

Budgetary co11trol 

5.1.6 According to Kerala Budget Manual (KBM) budget estimates of 
the department are to be consolidated by the Director based on proposals 
received from subordinate offices. These estimates after thorough checking 
are to be sent to Government by 15 September (Non Plan) and 30 November 
(Plan and Revenue). 

5.1.7 It was seen that there were delays up to 60 days in sending budget 
proposals to the Government for the years 2002-05. Huge savings shown in 
the Appropriation Accounts for all the years indicated that budget estimates 
were. not accurate and according to actual requirements. Surrender proposals 
of surplus funds for the year 2003-04 were sent to Government only on the last 
day of the financial year wh ich was attributed by the department to treasury 
ban and other restrictions imposed by Government. Jn violation of provisions 
in K.BM, Budget proposals were also sent by the Director for schemes not 
sanctioned. Proper documentation in support of Budget Estimates proposed 
did not exist in the Directorate. 

Expe11dit11re co11rrol 

5.1.8 The Director as the Chief Controlling Officer is required to allot 
budget provision to various subordinate officers, receive monthly progress of 
expenditure from field offices, maintain a reg ister of expenditure and 
liabilities, forward monthly statements of expenditure under all the heads of 
account to Government. reconcile expenditure, monitor expenditure against 
budget allotment. etc. 

5.1.9 It was noticed that register of expenditure (Form K.BM 12) and 
Report of liabilities (Form K.BM 13) were not maintained in the Directorate or 
any of the four district offices test checked. Monthly statements of 
expenditure (Form KBM 15) were not received from the subordinate offices 
and monthly consolidated s tatements of expenditure (Form KBM 16) were 
never sent to Government. Thus the Director and District Officers were not 
aware of the actual expendi ture incurred by the subordinate offices and hence 
they cou ld not exercise effective control over expenditure. Government also 
did not get any feed back on the expenditure of the department. 

Mo11itori11g of 111011/hly ceili11g of expe11dimre 

5.1.10 As per orders (May 2003) of the Finance Department every office 
is required to forecast its expenditure for each succeeding month and the Head 
of the Department is to forward the consolidated proposal to the Finance 
Department before the J01

h of preceding month. Similarly, the Head of the 
Department is to redistribute the monthly allocation for the department among 
the subordinate offices. Details of distribution are to be furnished to Finance 
(W &M) Department before the l 51

h of each month. This was intended for 
centra lised control of expenditure. It was seen that there was a delay of 20 to 
22 days in submitting the monthly ceiling during the period November 2003 to 

• l'makulam. Kannur. KJ,ar.1god and Kouayam 
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Fcbrnary 2004 and details of distribution of monthly ceili ng was never sent to 
the Finance Department. In eight Ta luk Industries Offices test checked there 
was no system of preparation and forward ing of forecast of expenditure. TI1e 
Directorate neither maintained a check registe r to watch and ensure prompt 
receipt of statements from IJICs nor monitored the expenditure with reforence 
to monthly ceiling. The statements of expenditure against the ceiling fixed 
were not submillcd to the Government. 

Temporary advances 

5.1.11 According to Financial mies all advances are to be adjusted at the 
earliest by presenting fina l bills. Contingent advances from 1992-93 
amounting to Rs 3.39 crore were outstand ing in the Directorate as of April 
2004. The contingent advance registers maintained in the Directorate from 
1990-91 onwards have not been verified/reviewed by any officer. An advance 
of Rs 25 lakh from Pnme Minister's Rozgar Yojana (PMRY) funds paid to 
Kera la Institute of Entrepreneur Development during 1999-2000 for imparting 
training to PMRY beneficiaries was not adj usted as of June 2004. 

Acc01111ti11g co11trol.<t 

5.1.12 At the end of each month the Head of office is required to 
physically verify the cash balance and record a signed and dated certificate 
indicating that the physical cash balance found on verification agreed with the 
cash book balance. But the I lead of office did not conduct any physical 
verification of cash during 1999-2004 in the Directorate. Finance Officer of 
the Directorate did not conduct surprise inspection of cash and accounts and 
stores during 1999-2004 in the Directorate and in the DIC's as required under 
orders of the Finance Department. · 

5.1.13 Kerala Treasury Code prescribes that keys of cash chest shall be 
kept by Government servant responsible for the custody of moneys and 
duplicate keys deposited in Treasury. But the Directorate and the four DICs 
test checked were unaware of the very existence and whereabouts of the 
duplicate keys. 

5.1.14 Demand drafts (DD) drawn for payment are to be delivered to the 
parties within 24 hours. But. during 1999-2004. in four DICs, 670 DDs were 
retained for periods ranging from 14 days to 30 days, 320 ODs for 30 days to 
60 days and 87 ODs for more than 60 days. Long de lays in de livering the 
ODs cause avoidable hardship to the recipients and are suggestive of 
malpractices at the interface with the public . 

Receipt books 

5.1.15 The requirement of receipt books was not assessed and supply not 
restric ted. It was noticed that in DIC. K.asaragod against the average 
requirement of one TR 5 receipt book a year. there were 63 books available. 
sufficient to meet the requirement for more than 60 years. Further, t~e receipt 
books were kept by the Cashier and not by the Head of Office as required 
under Rules. ln violation of coda I provis ions. simultaneous use of two receipt 
book<: during the period Fcbrnary 1998 to December 2002 was also noticed in 
DIC. Kasaragod. Excess stocking and simultaneous use of two receipt books 
was fraught with the risk of fraud/misappropriation. 
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Demand Cnllectirm and Balance (DCB) statement 

5.1. t 6 DCB Statements are an important control device to monitor the 
progre s of collec11on of \arious re\enues and other dues to Government. 
They are to be periodicall) sent to higher authorities for assessing the 
perfonnance of the onicl! 1 n revenue/arrears collection. 

5.1.17 Test check rt:vcaled that monthly DCB tatements were not 
prepared by DLCs of Kottayam, Wayanad and Alappu7ha as required under 
Article 264 A of Kerala Financial Code (KFC) despi te orders issued by the 
Director in October 2002 and February 2003 . The DCB • tatcmcnts rece ived 
from DICs were not consolidated in the Directorate and not forwarded to 
Government as required under rules. The reason attributed by the Director 
was shortage 0 f staff. 

5.1.J 8 Though a register was maintained for wa tching the receipt of DCB 
statements from Of Cs, the entries therein were incomplete. As such, the 
Directorate did not have the periods upto which DCB statements were 
received from DlCs. All loans were not included in the DCB statements. In 
the absence of year-Y. 1se break-up of the dues in the DCB statements it was 
not possible to ascertain the years to which the dues pertained. It was noticed 
chat eight DIC did not inc lude the clement of penal interest in the DCB 
sta tement, despite the orders (October 2002) of the Director. In the 
computeri sed statements sent to the Directorate from DICs Kasaragod, 
Kottayam and Ernakulam. the closing ba lance of a month and the opening 
balance for the next month were found to vary. This would indicate the fai lure 
of the Directorate in moni toring the collection of dues to Government in the 
subordinate offices. 

Operational controls 

5.1.1 9 The department's function includes disbursement of loans to P Us 
and watching their recovery. extending share assistance to co-operatives, 
implementation of chemes for industrial promotion and entrepreneurial 
development \ •t= . • disbur~ement of tate Investment ubsidy {SI ), PMRY, 
etc. The compliance or the internal controls in these areas were deficient as 
discussed below: 

Poor 111011itori11g of Lnn11s to PS Us 

5. 1.20 Loan recovery register maintained in the Directorate showed 
disbursement of Rs 194.52 crore during the period 1999-2004. But amount of 
total loans disbursed as on date was not avai lable in the computerised loan 
register maintai ned and there did not exist a system of preparing DCB 
statements. ·cru11 ny revealed the following: 

, The propo als for anction of loans by Government were not 
routed through the Director. 

, TI1e tenn and conditions of 82 loans amounting to Rs 125.87 
crore sanctioned between May 1997 and larch 2003 had not been 
fixed as of Novl!mber 2004 and hence no recovery could be made 
from any loance so fo r. 

, There was no system of issuing warning notices to loanee 
institutions as required under KFC. 
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" The Directorate was also not keeping a watch over the receipt of 
utilisati on ce11ificates of loans. 

,. The half yearly ·tatement of loans as on 31 March and 
30 September req uired to be forwarded to Finance Department in 
the presc ribed proforma so as to reach the Government not later 
than 30 April/3 I October each year had not been forwarded. 

, Princ ipal. interest and pena l interest due on the loans were worked 
out and entered in the loan recovery register only in 22 out of 187 
cases. 

Consequently, the depanment was not aware of the amount of the actual 
outstanding loans and could not collect the dues to Go'Vemment from loanees. 

Poor 111011itorillg of other loam; 

Loa11s 

S. J .2 J Owing to improper maintenance of the loan register and lack of 
e ffective action large amounts payable by the loanees towards repayment of 
principal and interest could not be collec ted. 

S. l .22 Loan recove1y registe rs were not posted up-to-date and there was 
no system in the DI C's for communicating balance of outstanding loans to the 
loanees at the end o r eac.:h year for getting confirmation from them. Warning 
notices were not issued to loances in advance of due dates. Reconciliation of 
loan remittance figures with treasury figures was not being conducted. 
Uti lisation Certificates of loans paid during the period 1999-2003 amounting 
to Rs 5.06 crorc in three OK's (Kannur, Emakulam and Malappuram) were not 
received. The department could not also ensure that the loans disbursed had 
been utilised for the intended purpose. 

5.1.23 Test check o r other loan records (mainly Margin Money Loan) in 
the fo ur DI C's revealed that progress or recovery of loans was very poor. The 
quantum of rec.:overy was only 1.7 per ce111 to 40.47 per cent of the over due 
loans for the period April 2000 to March 2004. In DIC, Kannur there were 
445 cases where period of recovery was over (February 2000 to March 2004) 
and the amount involved was Rs 2.50 crore and in DIC, Kasaragod such cases 
were I 09 (April 1999 to March 2004) involving Rs 90 lakh. Apart from 
sending no tices at random to defaulters, no further action including revenue 
recovery was initinted in three DIC's (Kannur, Kasaragod and Kottayam). 

Dejh:ie"':ies iu .\rstem.\' of mo11itori11g of share participation release to 
societies 

S.J.24 Go emment issued (March I 994) revised rules• for share 
participation by Government in Industrial Co-operative Societies engaged in 
small scale indu tries. Test check revealed non compliance of the prescribed 
rules as shown below. 

5. 1.25 The amount of share participation was to be utilised for specified 
purposes and utilisation certificates were to be furnished by the societies 
within one year as per Rule 22. But there was no system in DlCs, Kannur, 

• <;hare panicip:nion hy \jmcmmc111 m lmlLL~lrial \o-uper:iuvc Soc1c11c~ engaged in Small Scale Industries (other 
1han ('01r. ll:inJloon1 anJ llamltetatlq Ruic,, l'J')~ 
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Kasaragod and Kottayam to watch the receipt of utilisation certificates. TI1e 
details of expenditure as well as the annual accounts were not obtained from 
the soc ieties as required under Rules and it was not ensured that the societies 
retire the share amount in instalments after the prescribed period. 

5.J .26 As per c lause 1 J of Agreement executed, in case of breach of 
agreement conditions by the societies, the amount of share participation shall 
be recoverable under the provisions of Revenue Recovery (RR) Act. But there 
was no monitoring system in the DICs at Kasaragod, Kannur and Kottayam to 
ensure that there was no breach of agreement by the societies. 

5. J .27 Dr Cs Kannur and Kasaragod did no t maintain any records to 
ensure that the societies issued share certificates within 15 days of share 
participation and remitted dividends on the share capital to the treasury. 

5.1.28 DICs did not send monthly/quarterly/annual returns regarding the 
dues to Government by way of retirement of shares. dividend and statements 
regarding receipt of share certificates and annual accounts to the Directorate. 
Due to non-compliance with the prescribed mies and also lack of effective 
monitoring of the scheme it could not be ensured that Government funds were 
properly utilised and dues to Government were regularly remitted by the 
societies. 

Deficiencies ill system of monitoring of State /11vest111e11t Subsidy (SIS) 

5.1.29 This scheme was intended to provide subsidy to new as well as 
existing industrial units undertaking expansion/modernisation/d iversification 
etc. A test check of records relating to SIS revealed the following fai lure of 
control measures. 

5.1.30 As per the Subsidy Manual, subsidy claims were to be disposed of 
within three months from the date of receipt of claim. But delay ranging from 
3 to 48 months in disposing of 215 subsidy claims during the period 1999-
2004 in the DICs testchecked was noticed. The reasons attributed to the undue 
delay was in moving fi les from one point to another within the DIC. delay in 
conducting inspection, failure to detect defects in the appli cation in the initial 
stages, etc. As the designation of the pfficials handling the files was not 
indicated in the note portion of files, the persons responsible for the delay 
could not be identified. ln DIC, Kasaragod 14 SIS files were kept without 
action from I 0 to 42 months between September 1999 and June 2003 as the 
dealing clerk was on long leave. No alternative arrangement was made to 
process the claim of the entrepreneurs. Due to abnormal delays in settling of 
subsidy claims Government's intention of providing timely assistance to the 
entrepreneurs was defoated. Possibility of corruption in such cases also cannot 
be ruled out. 

5.1.31 Industrial un its which received subsidy were to remain working for 
five years from the date of receipt of subsidy. ln the event of default, the unit 
was liable to refund the subsidy with interest failing which the amount was to 
be recovered unde r RR Act. As per details furnished to Audit, 42 units in 
eight DICs which availed subsidy of Rs 54.08 lakh had failed to function for 
five years. The subsidy amounts had not been recovered in any of the cases. 
Apart from issuing notices to the units no action was taken except in two cases 
in DIC, Kannur. 
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5.1.32 The Director had ordered (March 1999) the G Ms to constitute a 
committee at District level to evaluate at least once in three months the 
working o r the units which received subsidy and send quarterly progress 
reports to the Directorate every year. In DfC Kannur and Ko ttayam no such 
<.:ommittee was constituted. In DIC Emakulam though a committee was 
constituted. only one report (Ju ly 1999) was sent to the Directorate so far. In 
Kasaragod a committee constituted after 20 months (November 2000) had not 
met even once, though a repo1t on fa iled units was sent in August 2002. As 
per the agreement executed by the units, they were to produce audited annual 
accounts statements to the D!Cs. But no such accounts statements were 
obtained in any of the DICs test checked . As a result, the department failed to 
ensure the compliance of the provis ions in the manual and the continued 
functioning o f the assisted units. 

Deficiencies iu implememation of Prime Minister 's Rozgar Yojana (PMRY) 

S. l.33 PMRY is :.i 100 per cent Centrally Sponsored self employment 
sc heme launched in 1993 to provide employment oppo rtu nities to educated 
unemployed youth wit h a minimum qua lification of eighth s tandard (passed) 
by setting up micro en1crprises. 

5.J.34 A committee with Chief Secretary as Chairman and Director as 
Secretary was constituted (November 1993) for effective monitoring of the 
scheme. The committee met only once in October 2002. 

5.1.35 [n four DICs of Kannur, Kasaragod, Kottayam and Ernakulam 
duri ng the pe riod 2000-04, Rs 28.81 lakh were drawn as advance for seminars, 
tra ining, workshop and for meeti ng contingent expenditure under the scheme. 
The expenditure incun-ed out of the advances were not being routed through 
the office cash book or watched through a subsidiary cash book and hence 
fraud/misappropriation cou ld not be ruled out. 

5.1.36 Honorarium/ fee/remuneration to staff of the department deputed as 
faculty for impart ing training to PMRY benefic iaries were paid by the GMs of 
D!Cs without obta ining Government sanction as required unde r Rule 49 of 
Kera la Service Rules. Store Purchase Rules rela ting to inviting of quotations 
were not observed whi le purchasi ng stationery articles for PMRY 
training/workshops. 

Non-revi.'iio11 of rates of Industrial Developmeut Plots/Areas 

S.J .37 The scheme envisaged acquis ition of land and its deve lopment by 
providing necessary infrastructure such as power, water supply, approach road 
etc. and its a llotment to private entrepreneurs on hire purchase, outright 
purchase, lease etc. for establishment of industries. Audit scrutiny revealed 
non compliance of rules as indicated be low. 

5.1.38 As per ru les, Director was to compute the cost of land from time to 
rime and to intimate the GMs of Of Cs for recovering it from the allottees. But 
the Di rector did not intima te the rates to G Ms after Apri l 1993 which resulted 
in recovering the cost of land/plot at the same rates prevalent in April 1993 fo r 
a llotments made from April 1993 to October 2003. The revised rates 
intimated in January 2003 were also not implemented by the GMs of the four 
ores test checked. This resulted in short recove1y of cost of land and in the 
absence o f prope r records in the DICs the amount could not be quantified. 
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5.1.39 As per rules, in the event of aJJottees defaulting payments of over 
two instalme nts consecutively, the Director shaJJ resume the la nd and recover 
the defau lted instalments. But in 64 defaulted cases in the four DICs, the GMs 
d id not take any action. 

5. 1.40 T he register for watching repayment of the cost by the a llottees of 
Development Plo ts was not properly ma inta ined in DICs. In DIC, Kottayam. 
out of 492 allottees, details of repayment in 22 cases on ly have been noted in 
the register and in the other 470 cases details from April 1999 onwards had not 
been posted. As a resul t, the department did not have the details of amounts 
due from the a llottees and could not take effective action for coJJecting the 
outstanding amounts due to Government. 

5.1.41 GM, DIC, Kottayam did not take any action for 19 years to obtain 
the ownership rights of 4 1.25 acres of land acquired ( 1984) for Development 
Plot in Poovanthuruthu and allotted to entrepreneurs from 1990 onwards 
resulting in non-transfer of ownership of the land to them. 

Dejicieucies noticed iu Oue Time Settlem e11t S cltem e 

5.1.42 Government sanctioned (September 2002) One T ime Settlement 
Scheme for repayment of margin money loan. Under the scheme 50 per cent 
interest can be waived where the case was more than I 0 years old and 25 per 
cent can be waived in cases more than 5 years old but less than 10 years. A 
loanee who does not own Industrial or other assets (other than a residential 
house) can be allowed I 00 per cent exemption of interest. On a test check of 
records in DIC, Kasaragod it was seen that in s ix cases l 00 per cent 
exemption of interest amounting to Rs 1.47 lakh was allowed in June, July a nd 
December 2003 without any supporting document to prove that the loanees 
d id not own indus tria l or other assets. In fi ve cases (one case sanctioned by 
Government) GM had granted fu ll exemption of interest without any 
verification report and recommendation from field officers. In one case 
though the Assistant District Industries Officer, Kasaragod had recommended 
exemption of only 50 per cent, GM had granted (December 2003) 100 per 
cent exemption amounting to Rs 0. 77 lakh without any justification 
w hatsoever. In four cases, {above five years o ld but less than 10 years) 50 per 
cent interest exemption was irregularly granted in November 2002, June and 
November 2003 aga inst actual e ligibility of 25 per cent resulting in excess 
exemption of Rs 0 .68 lakh. 

Administrative controls 

5.1.43 Government directives of March 2002 to recover liabi li ty of 
Rs 14.07 lakh from the Director towards interest (from 1 April 2001 to 
24 October 2002) for keeping Government money of Rs 50 lakh outside 
Government account in connection with establishing a mini industrial estate in 
Thiruvaly Panchayat in Malappuram District was not complied with so far 
(June 2004). 

S.J .44 Disregarding the ru le that officers deputed to loca l bodies a re 
eligib le for HRA at the rates applicable to the area where the local bodies are 
s ituated, eight Industria l Extension Officers (IEOs) deputed to local bodies 
(from TIO, Koyilandy, Kottayam and Kasaragod) were pa id House Rent 
Allowance at the rates applicable to the locali ty of their parent office by the 
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5.1.45 Register of pension cases was not maintained in DIC Malappuram, 
Wayanad, Kozhikode, Kottayam and Kasaragod. These DICs did not send 
quarterly statement of pension cases to the Accountant General. Delay 
ranging from one year to more than eight years was noticed in settling lifetime 
arrears payable in five die-in-harness cases in DICs, Kollam, Kannur, 
Kottayam and Emakulam. 

5.1.46 Annua l certificate regarding advances repayable was not sent by 
the Directo rate to the Accountant General as required under Article 266 of 
KFC. 

fllternal Audit 

5. l.47 Internal auditing is an appraisal act1v1ty established in an 
organisation as a service to the organisation. Its functions include examining, 
evaluating and maintaining the adequacy of the accounting and internal 
control systems. It also helps in assessing the organisation's systems and 
procedures in order to prevent fraud, e rrors etc. Internal audit must be 
independent within the organisation and report directly to top management. 

5.1.48 Finance Department directed (September 1986, August 1993 and 
December 2003) all Heads of Departments to establish independent Internal 
Inspection Wings. Tt was found that there was no independent Internal 
Inspection Wing in the Directorate. Internal audit was done by temporary 
di version of staff from Budget Wing. 

5.1.49 Though the Directorate has been conducting internal audit of DI Cs, 
there was no record in the Directorate showing the actual dates and period of 
coverage of internal audit of DI Cs. 

5.1.50 Directorate was not maintaining a checklist or register to watch the 
receipt and issue of internal inspection reports or rectification reports from the 
auditee institutions to know the pendency of inspection reports/paragraphs. 

5.l.51 There were 14 DICs and two CFSCs under the audit control of the 
Directo rate. The internal inspection of eight• DICs and two CFSCs has not 
been conducted. Eight DICs (of which details were furnished to Audit) had 
not conducted the internal audit of TI Os under them. 

Response to Audit 

5.1.52 Accountant General (Audit) conducts audit of offices of the 
departments and major irregularities are reported through Inspection Reports 
(IRs). KFC provides that fi rst replies to IRs are to be sent within four weeks 
from the date of their receipt. But first replies were sent with delay ranging 
from four months to 29 months. First replies to six IRs of five DICs issued 
from January 2002 had not been furni shed even as of March 2004. 

5.1.53 There were 271 paragraphs outstanding from 82 IRs issued upto 
March 2004 which included paragraphs from 1999-2000 onwards. Out of this, 
overpayments, undue bene fits allowed, infmctuous expenditure and 

• Em:iku l3m. Kannur. Konayam. Ma13ppuram. Palakkad. P:ith:inamthiua. Thiruv:inanthapuram and Way.mad 
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misappropnat1on involving Rs 5.65 crore• were noticed in 90 paragraphs. 
Register in KFC Form 48 was requi red to be mainta ined to note the detai ls of 
pending IRs and paragraphs. Head of office or an officer authorised on his 
behalf was to inspect the register atleast once in a month and issue instructions 
for speedy clearance of the outstanding paragraphs. The register kept in the 
Di rectorate was not in Form 4B and the requi red details were not posted and 
checks were not exercised. 

5.1.54 As per KFC. the head of office is to take action to rectify the 
irregularities pointed out duri ng audit even without wa iting for receipt of the 
IR. But even a fte r years of issuance of the IR irregularities were not rec tified. 

Conclusions 

5.1.55 Internal control system was ineffective in the department. In-built 
co ntrols prescribed for various activities of the department were not 
func tioning. Rules, regula tions and directives of Government regarding 
budget preparati on, expenditure control, accounting of transactions, 

! 

maintenance of records etc. were mostly ignored . 

5.1.56 Administra tion of various loans in volving fix ing of terms and 
co nditions, co mpleteness of loan registers. effecting recoveries, e tc., were poor 
and therefore the dues to Government could not be assessed and collected. 
Schemes intended for promotion o f indus tries like SIS, Development 
a reas/plots, e tc., could not achieve their objectives due to unjustifiable delays 
and lack of monitoring. The fi nancial and other data were unrel iab le as basic 
records were incomplete or not avail able. In the administrative functions, non­
compliance with rules, regul ations and executive d irectives was endemic. 
There was no system in place for ensuri ng accountab il ity for lapses or losses. 
Due to poor monitoring and ineffective functioning of the interna l aud it wing 
most of the defic ienc ies remained unreported. 

5.1.57 Recommendations 
* Comprehensive instructions prescribing controls to be exercised at 

different leve ls may be issued. · · 

* Accountability obliga tions at differe nt levels may be prescribed and 
compliance mo nitored. 

* Loan adminis tration should be reorganised ensuri ng adherence to rules, 
regulations and management directives so as to effect prompt recovery 
o f dues. 

* Documentation of transactions and events from initiation till final 
classification in summary records should be prompt and complete. 

* An independent Interna l Audit Wing di rectly reporting to the Head o f 
the Department may be set up with specially trained staff and mandate to 
conduct internal audit of all the offices under the depa rtment with a 
specific periodi city. 

• Over payments (58 paras) Rs 7.06 lakh. l 'nduc l><:ncfit allowed (27 paras) R.~ 190.00 lakh, lnl'ructuous expenditure 
(4 p:iras) Rs 3C1S.OO lakh and M1>appropna11un ( I para) Rs 0.UI lakh 
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Response of the dep~rtment 

5.1.58 The report was discussed (Apri l 2004) in detail with the Principal 
Sec reta1y to Government, Industries Department who fully agreed with all the 
recommendations of Audit. He also agreed to issue su itable instmctions to the 
concerned officers so as to effecti vely streamline the internal control system in 
the department in line with the recommendations. 

5.1.59 Government adniitted the fac ts and stated (November 2004) that 
stri ct instructions had been given to the Director to take urgent and time bound 
action to implement the recommendations/suggestions of Audit. 

Thiruvana nthapuram. 
The t • 

. r1 1 JJN 2oos 
I 

New Delhi, 

The i 4 JUNllfti 

(ARVIND K. AWASTHJ) 
Principal Accountant General (Audit), Kerala 

Countersigned 

(VIJA YENDRA N. KAUL) 
Comptroller and Auditor General of India 
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As on 
31 March 

2003 

I 1747.02 

6509.98 

8.31 

1581.01 

219.89 

418.84 

252.4 1 

1.37 

2306.39 

283.97 

164.85 

6534.88 

184.80 

1633.01 

4655.32 

12.16 

49.59 

25.00 

12778.37 

2530.70 

190.90 

33806.87 

Appendices 

Appendix I 
Summarised Financial Position of the Government of Kerala as on 31 March 2004 

(Refer ence: Paragraph 1.4. I; Page 4 and l.8.1; Page 16) 
(R11oees i11 crore) 

As on 
Liabilities 31 March 

2004 

Internal Debt 17420.94 

Markel Loans bearing interest 8220.99 

Market Loans not bearing interest 8.31 

Loans from Life Insurance Corporation of India 1944.09 

Loans from General Insurance Corporation of India 247.69 

Loans from National Bank for Agricultu re :md Rural Development 479.38 

Loans from ational Co-operative Development Corporation 275.46 

Loans from other institutions 1426.33# 

Special securities issued to National Small Savings Fund of the 4253.35 

Central Government 

Ways and Means Advances from Rcsene Bank of India 284.70 

excluding Overdrafts 

Overdrafts from Reserve Oank of India 280.64 

Loans and Advances from Central Government 5627.96 

Pre - 1984-85 Loans 155.64 

Non-Plan Loans 370.09 

Loans for State Plan Schemes 5041.40 

Loans for Central Plan Schemes 11.09 

Loans for Centrally Sponsored Plan Schemes 49.74 

Contingency Fund 8.12 

Small Savings. Provident Funds. etc. 14403.33 

Deposits 1579.81 

Reserve funds 199.23 

Total - Liabilities 39239.39 

• Inc ludes Rs 11 58.25 crorc being the liability of KSEB lo CPS Us taken over by Government 
by issue of Bonds and Rs 267 crorc towards sccurit isation of existing house loan portfol io 
of State Government employees with State Bank of India and Canara Bank. 
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A~ on 
31 March 

2003 

9193.1 6 

3822.70 

4.56 

2.94 

232.58 

320.04 

(-) I 03.22 

20334.1 I 
. 

33806.87 

Appendix I -- Co11cld. 
Summari ~ccl Financial Pol>ition of the Government of Kcrala as on 31 March 2004 

(Reference: Para~raph 1.4.1; Page 4 and 1.8.1; Page 16) 
(R ~ upl!t!S 111 crore 

Asoo 
Assets 31 March 

2004 

Gross Capital Ou.I la) on Fixed Assetl> - 9832.87 

2086.36 Investments m share of Companies, Corpor::it1ons. etc. 2150.70 

7106 80" Other C ap1tal Outlay 7682 17" 

Loans and Ad\'anres - 5041.75 

1336.97 Loans for Power Pm1ccts 25 10 87 

2294.35 Other Development Loans 2377.61 

191.38 Loans 10 Government servants and Miscel laneous loans 153.27 

Res en e Funt.I I 11H'stmenb 4.56 

Ad\ ances I.SI 

Suspense and l\lisccllaneo11s Balance~ 127.38'" 

Remittance Balnnces 443.55 

Cash- (-)226.64 

34.97 Cash in Treasuries 28.89 

(-) 135.03 Deposits\\ ith Reserve: flank (-)254.13 

(- )18 03 Remittances in trnns1t • Local (-)16 40 

2 22 Departmental Cac;h 13alancc 235 

0 20 Permanent Ad\ anccs 0.20 

12.45 Cash Ou lance I 11\ cstments 12.45 

Deficit on Co\'crnmcnt \ccount - 24014.41 

4122 16 (1) Rc,cnuc Dcficu of the current :yea1 3680.30 

3.50 ( 11) Less. \ hsccllancous Capital Receipts --
16215.45 Accumulated deficit upto previous year 20334 11 

Total - Assets 39239.39 

Differs from previous year's figu re consequent on pro Jonna correction earned out in the 
progressi"e balance 1·ide footnote(' w3) of Statement o. 13 of Finance Accounts 2003-04. 

The net value of assets and l1;ib1'111cs of the ers1while Public Health Engineering Department 
(PHED) taken 0\ er by the Kcrala Water Authority on I April 1984 was provisionally 
\:Jlued at Rs -135.53 crorc and 1ncorpor.1tcd in the accounts of the Authority. As the 
valu:ition has not hccn approved by Go,cmmcnt under Section 16 (2) of the Act the 
111vestmcnt sho'' n 111 the Go\ crnment accounts against PH ED has not been adjusted 

" Difference of Rs 0.01 crore ''1th Finance Accounts was due 10 rounding. 

156 



Rcceiph 

2002-03 

Sl.'llion - .\ : RrHnu~ 

1063.l.89 l.Re\Cnuc Receipt\ 

730254 Tn' Rc,cnuc 801!8 77 

(>;7 7h 'on- I,\\ R~venuc KOo •>K 

1715 22 S1n1c·, 'hare ofl n1on 2012.01 
1 a'e' nm! Dul1e!; 

195. 19 '•m·plan C1r:m1s 2105-1 

477.74 (1 r:ini- for Stale Pinn 369 74 
Schemes 

260.53 Grant~ lnr Central Plan 327.33 
Jnd C emrally Spnn~orcd 
1'13n '>thcmt:!. 

-I'll (1rJlll' for 'pcual pion 
\cll<'nll'\ 

4122.16 If. RrHnur Deficit 
carried o'er 10 Ser1ion B 

14756.05 Total - Scc1ion A 

Appcndb. II 
Abstrart of Receipts and Disbursement for the year 2003-04 

(Reference: Paragraph 1.4. I: Page 4) 

Appendices 

(R11oees in crore) 

Dhbul"le111en1' 

2003-0-1 2002-03 2003-04 

:\on-Plan l'lan To1al 

11815.37 14756.0S I. Hc,enue E\11cndilure 13101.011 239-1-<;9 15495.67 15495.67 

6678.0J Ccner:tl Sen icl.'~ 725 I. I II 1-16.75 7397.93 

5031!.29 '>orinl Sen ice' .j 16-1.011 1161 . 13 S025.21 

2%1.511 l'dut:alum Spons. An nnd 21)1!1) -I ll '>O.t>4 30110.12 
Culture 

751)51 llcnhh and Family Welfare 671 02 160.6!1 R31 70 

4111 2-1 Water Supply. SJ1111:Jt11m. 78.79 32035 3'J9.14 
llnusmg :mJ I 1hnn 
f)c\ dnllmcnt 

10.03 lnrnm1nt111n and llrondc.c.tmg C..56 -1.32 10.88 

J:! 1.85 \\'dfarc of Scheduled 74.57 155.44 230.01 
( ·a~1e, Scheduled Tnl~~ and 
Other lhc~\\Jrtl ('la>~• 

6!i.16 I nhour and l,jhour Welf.1re 116.5b -18 1 91.37 

-ll<J.7X So~1al \\'clforc and 11tn11on 24h.24 124.89 371.13 

Ill 111 ()1hc~ IO R<1 - 10.86 

2981.67 Ecnnomlr !'lcn·kl'\: 1612.M 1386.71 291)9.35 

7.\5JN t\g.11cuhu1c :md alhed 44() 13 206.55 646.68 
arll\ lllCS 

I 07!!."7 Rural Oc,t'lnpmcnt 5 1 17 710.03 761.20 

ID~ S(l<.-c1al Atl':IS P1oyramnws -- 12.63 12.63 

151 ~1 lniptmn aml I lnoll comml 1-1.HH 311.72 179.73 

240.80 l'ncrgy 557.00 20.86 577.86 

129..12 lndustl') Jnd 'vlmcrnb .ll 20 160.55 191.75 

-lb~ 3!( I ransp1•1l 32JK8 DI 7-1 455.<12 

17 19 <;c1cncc. I cd11111l11gy untl 11.117 21129 37.96 
1·11\ ironmi..·nt 

1-17 JS < 1cncr:1I I ~cmom1c Sci'\ ice~ 54 58 Sl.34 135.92 

58.06 c;rnnl,·ln-~ld ~nd 73.18 73.18 
('0111rlh11l1011' 

3680.30 

1549!'.67 1-1756.0S Tntnl - Section A 15495.67 
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Audit Report (Cil'i/) for th<! year ended 31 March :!1104 

2002-03 

161.62 

3.50 

Rc•:clpb 

Scc1lon R: 

Appendix 11 - Contd. 
Ah, tract of Receipt~ and Disbursement'> fo r the year 2003-04 

( Rcfcrente: Paragraph 1.4. 1: Page 4) 
R ( unees 111 crore 

Oi\hul">enienl~ 

2003-04 2002-03 

:"Ion- Plan Tolnl 
Plan 

Ill. Openinit Cash Bala nce (-) 103.22 27S.S6 Ill. Openlni: O\'crcJraf1 from 
includlnJ! Pcnnaocn1 
Adva nce> and Ca•h 
ll:l la nee In' e.1111cn 1 

IV. \.1 i,cellaneou~ Cn pilal 
Rcceipb 

Kc,rne Rank of lntlia 

- 698.66 I \ 0

• Cnpirn l f.\ pcntllture 32.72 606.99 639.71 

40.67 General Sen Ire>: 10.6 1 28.89 39.!\0 

83.41 • ociul Sen icr<1: (-) 0.59° 56.67 56.08 

1 ll.<>S hluca111m. <;pom. An and -- 14.69 14.(19 
Culture 

~5 . 75 I kalth nmJ I amlly Welfare -- 22.Ml 22.68 

211~ \\al«• ""Pill)'. '-:ln11n11on. (-10.56° 2.49 1.93 
l luu,mg and l rban 
l>c\ clnprm:n1 

13.(1.\ Wclforc of "clwdulc..'Cl - I0.48 1048 
<:nm.-.. '>che..lulcd I nhc.'l> arnl 
Other 13.td,\\ard Cla,~C!o 

L1!1 S1>e1al \\el fore .md l\u1n11on -- S XI 5.lll 

- l.al><'llr :ind L1l>o111r Wei fore -- - --
0 Ill 01hcn, (-10.03° 11.52 049 

57~.511 f.conomlr Scrvicts: 22.70 521.43 544.13 

41!.2!) A11ncuhun: and ~lhc..'Cl 0.63 37.91 38.54 
JCll\ 11te> 

IJ2.J2 lrr1p1111n 0111.l FluoJ C11n1rol 21.110 13740 159.20 

J.511 Energy -- - -
3301) lmlu,,1ry and \ihncral, -· 30.SS JOSS 

300 9N Transp<in 0.29 260.30 21.0.59 

S6~ll ( 11.:m:ra I h :onon111: Ser\ ic~' 1·~1.0:!
0 

SS.27 55.25 

• Minus expenditure is due 10 receipt and recoveries on eap11al account more than the debit for 
the year. 
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Appendices - znrr t c ·ear- •>• cm rzr r £07'5 £' rcrc = my• I2 70 • PRTCEE2 rm art -

2002-03 

77.29 

.. 
44.4(> 

32.lB 

3965.68 

2717.39 

55.-13 

111)2.XIJ 

22 IS 

25528.22 

91133.86 

131.52 

3863.76 

74% .08 

-1203 00 

164.85 

29923.31 

Rccci11t~ 

Append ix 11 - Co11cld. 
Abstract of Rcceiph and Disb111:scments for the year 2003-04 

(Reference: Paragraph 1.4. I ; Page 4) 
(Rupees i11 crore) 

Dishur..cmcnL\ 

2003-04 2002-03 2003-04 

\ . Rern-erll1' of Loan' ~nd 72.119 250.01 \ . Loa"' and Ad\ ;rnces Di•hur,cd 1291.94' 
Atl\•ance~ 

From PoM~r Pro1cc1' .. 5-1.95 Fnr l\1wcr l'roj~'ClS 1173.90 

From un\'emmcm -11.97 4 8.l Tu ( im crnmenl Ser\'anl;. 3.86 
Scnan1;. 

hom 01hc~ 30.92 190.2.l ToOlhcrs 114. 18 

\"I . Rc,·cnuc Sur plm. -1122.16 \'I. Rc,·cnuc Dcficil hroui:ht d rm n 3680.30 
bruui:ht do" n 

VI I. Public Debt Receipts 6992.-16 126 1.99 VI I. Rc11avmc111 of l' uhlk Oehl 2341.25 

lmcmal Dehl othc1 lhan 6023.56 257.55 lnlernal Debt other lhan Wayi. 466. 1(1 

Wa'ft and Mean;. amt !\lean~ Ad1-;mcc'. Shun foll and 
Ad1a1Kc~ . Shonlhll (hc1dr:ill 
and Ovc1draf\ 

'et 1r.m•ac11o n< under 0.7 .l° "1cl 1r.msac11ons under 
\\'ays and Mean;. ·- Way-. .md Mean~ Adv;mccs · ·-1\dvancc~ c \ cludmg ovcrdran 
c1cludmg 111 crdra11 

I 1i:ms and Adi ancl'' % 8 17 llKl-l.-1-l Rl'paymcnl of l oans and 1875.0<J 
hom t'emral Atlvancl's tu Central 
Go1 ernm<!nl C"io1 crnmcnt 

VIII. Appropriation from - - VIII. Ap11ro11ri:1tio 11 to ( 011 lingcnl'y Fund -
the Con\olld:ltcd 
Fund 

I'\ \mounl 11an~fcrred 10 - - I X. E\p~111lit11rc from Co11tlngc11r~ Fund 16.88 
Contingency Fund 

x. l'ublic Account Receipts 26147.18 234 18. 15 x. l'uhlk Account Oi•burwmcnts 25481.66 
Small Savini:s. 11773. 13 83 17 14 Smnll Sa1 mgs . PrO\ idc111 Fund~. clc. 7 148. 17 
l'rtn 1dcn1 I umb. ell'. 

Rc;.cn e Fund~ 133.70 i2.51 lh·,cn c Funtb l 25.J6 

Deposns and Advanc~ 3320.-18 Jns.-12 Depos its and Adl'anccs 4269.94 
Su;.pcnse and 9476 50 n.12.s 1 Suspense and ;\-liscellancous 9371.31 
\1h•cellaneous 

Remntances -1443.37 -1.llU.57 R~1111mmces 4566.1!8 
XI.· Closlni: 01crd n1ft from 2110.6-1 (·) I 03.2 2 XI. Ca'h U:1l:1nl·c ur end (-)226.64 

Rl"icrn !lank of India 

Total - S~rtion B 

3-1.97 ( '1'h sn r11:a, unl"- 2X.89 
(·)I X O.' Local Rcm111a11cc~ (-) 16.40 .• 

1-J D5 OJ Dcpu~ its 111th R<-.;cn c flank (·) 254 13 
2 -12 Dl.'pannwn1:1I ca' h hatinCl' mclutlini: 2.55 

Pc1111.111c111 Adl'ancc 

12.-15 Ca~h Oalancc lnvestmenl 12.45 
33389.95 29923.31 Total - Section B 33389.95 

~ Incl udes Rs 1158.25 crorc being the liability of Kcrala State Electricity Board (KSEB) to 
Central Public Scc1or Undertakings 1<1kcn over by Government by issue of Power Bonds 
which was treated as loan to KSE13 this year temporarily to be converted as grant 
eventually 
Represents receipts· Rs 3346. 77 erore ;rnd disbursements: Rs 3346.04 crore 

" Mums b;.ilancc represents rcn111tam:cs between treasuries and currency chests remaining 
unadjusted on 31 March 2004. 
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Audit Report (Civil) for the year e11ded JI March :!004 

2002-03 

Appendix 111 
, ource imd Application of Funds 

(Reference: Pan:igraph 1.4.1; Page 4) 

Sources 

(Rupees i11 crore) 

2003-04 

106JJ.89 I. Revenue receipts 11815.37 
77.29 2. Recoveries of Loans und Adv:rnces 72.89 

2703.69 3. lncrea e in Puhlk debt other than O\ erdraft 4651.21 
4. Increase in overdraft 115.79 

3.50 5. 1 iscellaneou~ Capital Receipt'> -
2110.07 6. Net receipts from Public account 665.52 
1516.72 lncrca~c 111 Small Savings. Prov1dcnl Funds. etc. 1624.96 
588.34 Dcc1 case 111 Dcposns and Advances (-)949.46 

59.01 Increase 111 Reserve Funds 8 34 
53.57 Net effect of Suspense and Miscellaneous transactions 105.19 

(-) 107.57 Net effect oi Remittance transactions (-)123.51 

22. 15 7. Net effec t of Contingency Fund transactions -
264.84 8. Decrca~e in clo\ing cash balance 123.42 

15815.43 Total 17444.20 

Aoolication 

14756.05 1. Revenue expenditu re 15495.67 
250.01 2. Lending for devPlopment and other purpo es 1291.94 
698.66 3. Cnpit al expenditure 639.71 
110.71 4. Decrca~e in overdraft -

- 5. Net <'ffect of \ontingeuc~ Fund tran~action~ 16.88 

15815.43 Total 17444.20 

Explanatory Noles 

I. The abridged accounts 111 Appendices I to Ill h:l\c to be read \\Ith comments and cxplan:u1ons in 

the Finance Accounts. 

2. Government accounts hl'ing mainly on cash hasis. the deficit on Government account, as shown 
in Appcm.l1x I 1m.hcates 1he posi1ion on cash has1s. as uJlposcd to accnial hasis m commercial 
accountmg. Consequently. 11ems pay:iblc or rccc1vablc. dcpr.x:iauon or variauon m stock figures. 
etc., do not figure 111 1hc accounts. 

3. Suspense and Miscellaneous "balances include cheques issued but not paid. payment made 011 
behalf of the Slate and 01hcri: pcndin'l sclllemcnL c1c. 

4. There was a d10hcncc of Rs 295 76 crore (net Cf\."'t.111) belween the figures reOected in the 
accounts and Ill.II i111i111atcd hy the Reserve Bani.. of India unclcr "Deposit with Rcser\c Bank". 
This i:. analysed as helO\\ ·-

(1) Ad;usu11cn1 111 respect of shortfall from 1hc ugrccd m1111mu111 cash balance - Rs 1.66 crorc 

(i1l Adjustment 111 respect of ovcrurafls - Rs 280.<>4 crorc 

Cui) DdTc1cncc - Rs 13.46 crore 

Ou1 of the d1ffrrcncc. only R~ 12.76 crn1e hall be..:n cleared (August 2004) 
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Appendix I\' 

Time Ser ies Data on State Go\'c rnment Finances 
(Reference: Paragraph 1.4.1: Page 4 and 1.8.1 ; Page 16) 

Appendices 

(Rupees in crore) 

1999-2000 2000-01 2001-02 2002-03 2003-04 
Parr A. Receipts 
I . Revenue Receipts 7942 873 1 9056 10634 11815 
(i) Tax Re ve1111e 5194 (65) 5870(67) 5924 (6.'i) 7303 (69) 8089 (68) 

Taxes on Sales. Trdl.le, etc. 3854(74) 4344(74) 4441(75) 5343 (73) 5991 (74) 
State Exc1s~ 591( 11 ) <189{ 11) 541(09) 663 (09) 656 (08) 
Taxes 011 Vehicles 381(07) JIJ5{07) 452(08) 513 (07) 586 (07) 
Stamps antJ Re!!is tmtio n fees 280(06) 341(06) 3'>4(07) 487(07) 550 (07) 
Land Revenue 35(01) 39(0 1) 35( ) 38(") 40 (") 

Taxes on Agricultural Income 14 <") 4 c"l 2() <>(') 9 (") 

Other Taxes 39(01) 58(01) 59(01) 253 (04) 257 (04) 
(ii} Non Tax Revenue 531(07) 659(08) 543(06) 678 (06) 807 (07) 
(iii)State 's share in Union taxes and 

1535(19) 1586(18) 1614(18) 1715 (1 6) 2012 (17) 
duties 

(iv) Grants in aid from GO! 682(09) 616(07) 975(11) 938 (09) 907(08) 

2. Miscellaneous Capita l Receipts 02 - -- 04 -
3. Tota l reve nue and Non debt capital 

7944 873 1 9056 10638 11815 receipts (I +2) 
4. Recover y of Loans and Adva nces 53 11 7 SS 77 73 
S. Publ ic Debt Receipts 2014 2 15(1 271)2 3966 6992 

Internal Debt (excluding Ways & Means 
94 1 1491 2011 2717 6023 Advances antJ Overd rafi) 

Net transactions under Ways and Means 
182 

. 
56 I Advances excluding Overdra ft 

.. 

Loans and ad\ a1iccs from Govemment of 
1073 483 781 1193 968 India " 

6. Tota l r eceipts in the Consolidated 
10011 11 004 11 903 1468 1 18880 Fund (3+4+5) 

7. C ontin2ency Fund Receipts 0.16 - - 22 -
8. Public Account receipts 20662 211 26 189-tO 25528 26147 

9. T otal receipts of Sta te (6+7+8) 30(173 32130 3084] 4023 1 45027 
Pa rt 8 . Expenditure/ Disbursement 

10. Revenue Expenditure 11 566(92) 11878(93) 11 662(94) 14756 (94) 15495 (89) 

Pinn 1056(18) 104/(/6) 1766(15) 3U54 (2/) 2394(15) 

Non Pinn 95 /() (81) 9937(84) 9lf96(85) 11701 (79; 13101 (85) 

General Services (i ncl. Inte rest payment) 4977(43) 5457(46) 56 11(48) 6678 (45) 7398 (48) 

Social Services 420()(36) 4 188(35 ) 4076(35) 5038 (34) 5025 (32) 

Econo mic Services 23()4(20) 2178(18) 1908(16} 2982 (20) 299? (19) 

Grants-in-aid and Co111ributions 79(0 1) 55(01) 67(01) 58 (01) 73 (01) 

I I .Capital Expenditu re (148 (05) 577(05) 558(05) 699 (04) 640 (04) 

Pinn 644(99) 5/fl(llJIJ 547(98) 679 (97) 607 (9.'i) 
Non Plan 04(01) (-) 04 (-01) 11(01) 10 (03) 33 (U5) 
General Services 47(07) 39(07) 26(04) 4 1 (06) 40 (06) 
Socia l Services 66( 10) 58( I 0) 59( 11 ) 83 (12) 56 (09) 
Economic Services 535(83) 480(83) 4 73(85) 575 {82) 544 (&5) 

12. Disbursement of Loans and Advances 3 17(03) 27 1(02) 160(0 1) 250 (02) 1292 (07) 
13. Total ( lo+l 1+ 12) 12531 12726 12380 15705 17427 

" Insignificant 
• Less than Rs I crore. 
~ Includes Ways and Means Advances from GOI 
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Audit Rl!pOrt (Cfril) f or the year ended 31 Alarclt :;004 

Appendix IV - Cnncld. 
• Time Seri e~ Data on State Government Finances 

(Reference: P;:iragraph J.4.1; Page 4 ;:i nd 1.8.1; Page 16) 
(Runees 111 crore 

1999-2000 2000-0 1 2001 -02 2002-03 2003-04 
1-1. Renu, ment of Public Debi -148 423 751 1262 2341 

Internal Debt (cxc luJ mg W;1ys anJ 123 1)1) 215 258 466 
Means AJvanccs anc.J 01crc.JraflsJ 
Net 1ransactions under Ways .111tl II. lean!> 
Advances cxcluc.J ing 01erdrafts 

78 -· -- .. -
Loans and Advances from Go1er111m:n1 247 284 536 1004 1875 
of India" 

IS. Appropri:ll ion lo Contingency Fund .. ·- - - -
I <i. Total di~hursement out of 

12971) 13149 13131 16967 19768 
Consolidated Fund '13+14+15) 

17.Contingency Fund disbursements .. - 22 - 17 

18. Public Account disbursements 17792 19218 17467 2341 8 25482 

19. Total disbursement hy the State 
30771 32367 30620 40385 45267 (16+17+18) 

Part C. Deficits 

20. Revenue Oelid I ( 1-10) ](12-l 3 147 2606 4122 3680 

21. Fi c:i l Oelicil (3+4-13) -153-l 3878 3269 4990 5539 

22. Prinrnry Defirit (21 -23) 2582 I (120 780 2043 2211 

Part 0 . O thrr data 

23 Interest Payments (1 ncludctl 111 rc'vcnuc 
11152 2258 2489 2947 3328 e\nend11ure) 

24. Arrears of Re'venue" (Pcrccmagc of Ta\ 578 ( l(J) 978( 15) 1037( 16) 1411 ( 18) 1058 ( I) & 11on -Ta' Revenue Rcccmts) 
25. F111anc1al Ass1swncc 10 local bodies. etc. 3414 J2(12 21)21 421 3 5453 
26. Ways & Means Ac.J1ancCSJO'vcrdr.ifts 281) 363 351) 359 333 a1a1letl (days) 

27. Interest on WMAIOverdrafl 6 IJ 23 21 24 
28. Gross S1:11e Domcs1ic Product (GSDP) at 

(1252() 69770 72349 80844 90172 current prices • 
29. Outstanding Fiscal L1ab1h11es (ycur end) 21676 25721 29025 33782 39231 
30. Outstandmg guarantees including 

7952 1)553 11818 12623 14009 interest (year end) 
31 Maximum amount guaranteed h·ear end) 11432 12798 14122 14923 15613 
32. Number of 111co111l)lc1c nrorects/works 55 104 101 89 104 
33. Capital hlockcd in 111co111ple1c 

1603 1743 1808 938 1194 pro1ectslworks" 

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

"' Includes Ways and Mc:ms Advance" from GOI. 
9 Source: Audit Report (Revenue Rccc1p1s) of respecti ve years. 
s Electrical Inspectorate did not rncludc arrears of electricity duty due from Kerala State 

Electricity 13onrd .ts on JI l\l:m:h 2002 because Gm crnment ordered (October 2002) netting 
off of the dues between the Board and Government ;:is on 3 1 March 2002. 

• Figures differ from those in 1hc pre\ 1ous Report consequent on rcporttng of revised figures 
by the Director of Econom ics and Statistics tn October 2004. Figures for 2002-03 arc 
provis1on:i l :ind those for 200J-04 arc Quick Estimates 

• Represents progressive amount blocked in rncomplete projects/works at the end of lhe year 
based on figures collected from departmental heads. 
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Appendices 

Appendix V 
(Reference: Paragrap h 1.4.1; Page 5) 

I Part A - Government Accounts 

I. Form ufA 11111111/ Accu1111ts 

The accounts o r the State Government are prepared in two volumes viz., the 
Finance Accounts and the Appropriation Accounts. The Finance Accounts 
present the de tails of all transactions pertaining to both receipts and 
expenditure under appropriate classification in the Government accounts. The 
Appropriation Accounts. present the details of expenditure by the State 
Government l'l·s-a-vis the amounts authorised by the State Legislature in the 
budget grants. Any expenditure in excess of the grants requires regularisation 
by the Legislature. 

I Part n - List of terms used in the Chapter-I and basis for their calculation 

Terms Basis for calculation 
l3uoy;111cy of a parameter Rate of Grow1h of the parameter 

GS OP Growth 
Buoy:mcy of a par.unetcr ( X l R:1te of Growth of the garameter {X} 
'' 11h respect to another Rate of Gro'' th of the parameter ( Y) 
parameter (Y) 
Rate of Growth ( ROGJ [(Current year Amount/previous year Amount) - 1 l • I 00 
Development Expenditure Social Services - Economic Services 
Weighted lnteres1 Rate Interest Payment I ((Amount of previous year's Fiscal 

Liabilities+ Current year's Fiscal Liabilities)/21* 100 
I ntcrcst spread GSDP growth - Weighted Interest Rate 
Interest recei\cd as per <'<!Ill (Interest Received I Closing balance of Loans and 
to outstanding loans and Advances)• I 00 
advances 
Re\enue Deficit Revenue Reec1pt - Revenue Expenditure 
Fi sea I Deficit Revenue Expenditure+ Capita l Expenditure + Net Loans and 

Advances - Revenue Receipts - Miscellaneous Capital 
Receipts 

Primary Deficit Fiscal Deticll - Interest P::iymcnts 
Balance from Curren! Revenue Receipt minus Plan grants and Non-Plan Revenue 
Re\cnue (BCRl Expend11 ure excluding debits under 2048-Appropriation for 

Reduction or Avoidance of Debt 

102/113/2005-15 
163 



,/ 11di1 Report (( 'il'i/) jur the year ended JI March 2004 

Appendh VI 
List of Au tonomoui. Institutions which had not rendered accounts for the year 2003-04 

(Reference: Paragraph 1.7.7; Page IS) 

SI. Name of the lnstitutiou 
No 

I Cochin l ln1vers11y of Sc1cm:c and Technology 

2. Calicut Ln1\l!rs1ty 

3. Sanskrit Un1vensty 
-

4 Kannur U111vers1t) 

5. Centre for Development Studies. Thiruvunanthapuram 

6. Kera la Spons C'ounc1 I. Thiruvananthapuram 

7. State lnsrnutc of Languages. Nalanda, Th1ruvananthapuram 

8. State lnsututc of Encyclopaed1c Publications, Thiruvananthapuram 

9. Agcnq for 1011-con\'cnuonal Energy and Rural Technology. Th1ruvananthapuram 

10. Centre for Development of Imaging Technology (C-DIT), Thiruvananthapuram 

11 Kernla State Pollu11011 Control Board. Plamoodu. Thiruvananthapuram 

12. Kcrala Institute of Local Adm1n1stration. Thnssur (K ILA) 

13 . Electronics Technology Park (Tcchnopark). Thiruvananthapuram 

14. Kcrala Kalamundalam. Cheruthuruth> 

15. Kerala Chalachitra Academy. Thiruvananthapuram 

16. Fotld Crall lns111u1e (Kl Society. Kalam:isscry 

17. Energy Management Centre. Karamana, Th1ruvananthapuram 

18. State Council of Educauon Research and Training. Th1ruvananthapuram 

19. Kcralu S:rngectha ataka Academy. Thnssur 

20. State Institute of Rural Development, Kottarakkara 

11. Multi Purpose Cultural Complex Society. Thiruvananthapuram 

22. SERIFED (Kerala State Senculturc Co-operative Federation Limited). 
Th1ru,·ananthapurnm 

23. Kcrala Cashew Workers· Rehcfand Welfare.Fund Board. Kallam 

24. Kerala Lal11ha Kala Academy. Thnssur 

25. Keral:1 Information Technology Service Society. Thiruvananthapuram 

26. Centre for Taxation Studies. Tlmuv:manthapuram 

27. Kcrala Swtc 1nmth1 Kendra. Tlmu' ananthapuram 

28. Kcrala Rural Water Supply and San1tat1011 Agency, Thiruvammthapuram 

29. Kudu111<1sh1.:c St.itc Po, en) Erud1ca11on M1ss1on, Th1rU\a11anthapuram 

JO. Prum1r>' Education Development Society of Kera la (PEDSK) (DPEP/SSA), 
Th1ruvananthapuram 
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Status of suhmi~sion of !lccounts as of October 2004 by bodies/authorities 
(Reference: Purngrnph I. 7.R; Page 16) 

. cd iun Year up ro 
Yt'ar up to 

under ():Ile of 
Year up 10 

which 
whkli 

Name of hndy 
\lhich cntruslmcnr 

I \ blch 
account' 

accounts 
cntru,rcd 

Cn lru\ lcd were due 
\\Crt 

submltltd 

( ummand r\rca 
l')(J I 1 /\ugu.'1 11M~l 2lM'4-1).; 21)01.0-I 1002-03 

ll\:1 clopmcnt 1\u1h11rit) 

Kc1ala ln,llllllc ul I :thour 
211( 11 11l June 1002 20011-117 21Mn·04 20111.02 

Jnd I cnpln~ mcn1 

f...cr.11.1 1-:h.uli :11111 \ 1llagc 
I'll.I! 2UJ:11111:i~ ,.,.,., 1001-11.l 200'-114 2000-lll 

lmJu,mc' lln.Jrcl 

Kcrulo $1:11c ( c11111n1$SHln I')( I) 25 \larch 2002 1001.~17 2003-04 2001~)2 
litr Back\\ ard eta~~~ 

Kcr.ilo Water Authority 11J(.ll Ill l·ehru:111 19'll) 2003-0-1 2003-1).l 2001 ·02 

Kcr.ila ~1:11c I lu111:1n Rights 111(2) -I 1\ug1L~t 11)117 
I 91Jl\-l)I) 

21Kl3-11-I 2tK12-113 
t ·nmnrn.sum On\\!lnf> 

Kcr.ila Auildmg ancl Other 
) 1)98-'l'J 

( on\1nu.:t1on \Vnrlc~· ICJt21 20 '"'ember !!Ml I 
on"ords 

2003.o.I 2tKl241J 
Welfo1c tio~"i 

Kc1 a la St31c Lci,rn I "en 1~c~ 
• 01 submilled 

Au1horit~ (mclutlmi; 1-1 
l'ljl) J l>cccmhcr 1997 

199l<·9•J 2003-1)4 from 1998-99 
l>Mnc1 Legal Sen 1c~~ onwanl< 
Aulhnri1y1 onward5 
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Appendix VIII 
Statement s howing cases of misappropriations. defalcations. etc .• reported up to 

March 2004 and pending fin alisation as a t the end of June 2004 
{Reference: Paragraph 1.7.9; Page 16) 

(Rllpt'l!S i11 lnkh) 

C'use5 reporied Calle' renorled duriu~ 
upto l\lnn:h 

l00Hl2 2002--03 200.'--0.I 
Tol31 

Name or !Hparrmenl 20lMHJI 
2000 

Nu. Amount No. Amount No. Amount No. Amount No. Amount No. Amo11111 

/\gncuhurc l! 2.25 - - - I 1.84 2 88 Oh II 92. 15 

Animal Husbandry 5 0.41 - - - - J 4.86 8 5.27 

Cullural alfairs IArchi,es) I 0.20 - - - - I 020 

Finance 
(i) Na1ional saving.' I 0.45 - - - - - - - - I 0.45 
(ii) Treasuries II 93.50 I 19.12 I 0.21 I 0.29 I 23.25 IS 136 .. 37 

F1sherie, and Ports I 1.32 - - - - - 2 4.39 3 5 7 1 

Fore~! and W1kllite - - - I l!.0(1 - - 7 26.28 8 34.34 

ucncral hlucauon 21 :!9. IS J 7.90 I 111 3 I 0.15 - 2CJ 37.33 

lleallh and Family Wei fore 
(i) Heu llh Services 9 8.42 - - - 2 2.16 2 2.76 13 13.34 
(11) :vledical Education 2 0.71 I 2.% - - - - - 3 3.67 
(iii) Indian Sys1cm~ or - - - - - - - 1 1.84 I Ul4 

Medicine 

Hil!her Education 5 1.09 - - 4 4.88 I 0.20 10 6.17 
(Collcgiaie Education) 

Home 
(i) r olicc 4 15.07 - - - - - - - 4 15.07 

Industries 2 0.40 - - - - - 2 0.47 4 0.87 

Local Self Government (Rural) 8 5.45 - - - - - I 0.82 9 6.27 

Public Works 
(i) Buildings 7 3.14 I 0.13 - - 1 2.50 I 4.37 10 I0. 14 
(ii) Roads and Bridl!CS 7 2.M 1 0.56 - - 1 .UI - - 9 6.53 

Rc,·cnue 
(1) land Revenue II 11 09 I I l.l!7 - - - - - 12 22.% 
(ii) ~urvey and 1-:ind Records 1 5.bO - - - - - - 1 560 

T:ues (I otten.:s) I .143 - - - - I 3.58 - - 2 7.01 

Scheduled Casie <;chcdulcd I 0.17 - - - I 1.56 2 l.7J 
Trihes Developmem 

Water Resources 20 :!5.50 I 0.12 - 2 10.20 2 0.36 25 36.18 

Tran sport - Mowr Veh ides - - - - - - 3 IO.R9 3 10.89 

1-ood. Civil Supplies and - - - -
Consumer A ff airs Depanmem 

- I 0.08 I 0.08 

Tot:tl 126 210.01 9 42.66 3 8.40 14 28.91 30 170.19 182 460.17 
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Appendix IX 
Department-wise detai ls of W rites off oflosses, etc. 

(Reference: Par agr aph I. 7. 1 O; Page 16) 

Writes olT 

Name of Uepart111tnt !\umber Amount Number 
Of CM)C~ (Rupet!S i11 /11k /1) of ci.~es 

Agncultu1e Ocpanmcnl 40 0.45 l 

Agricuhurc !Dairy Dc\clopmcnt) 20 0 ?4 0 
Depa nm en I 

Co-opcraunn Dcp:inment 2 I I? I 

Cultural J\ffans Ocpanmcm l () 57 2 

hnauc" lkpartmcnt 14 5 2? 2 

F1she11,.,, and Pnm Ocpanment 0 0.00 I 

Food. ( 1\ 11 Supplies and Com.umcr Affairs 4 0.51 0 
Oepanmcnt 

Fores! and W1ldhfc Department 2 0 41 0 

General i'Hln111Mtm1ion Department II 3.24 8 

General I du,a1111n Dcpamncnt 10 0.3 1 I 

llcahh ;111d r .111111\ \\cl fore Dcpanmcnt 12 0 58 4 

llighcr Educa11on Department 3?26. 266 4 

Home Ocp:irtmcnt 

(1) Police 2) 14 62 6 

\ii) Judicial) 220:1· 213 61 0 

llous111g OcJ')J11mcnl 7 4.44 0 

lnduslrie!. Dcp:in111cn1 C) 1.64 5 

lnfonnauon Technolog~ Department I 5.23 0 

L:ibour and Rchahilitaiion Depanmcnt J 0.18 3 

l..a1v Dcpanmcn1 I 0.27 I 

Plannmg and Econnm1c AOh1rs Dcpanmcnt 4 0.36 4 

Puhhc Wor~< Dcpanment 1 0.88 2 

R~\ cnuc l'Npanmcm I 0.05 0 

Scheduled t ·ast~ and Scheduled Tnbcs I 0.05 4 
Developmem Dcpa11mcn1 

Stal 1oncry r>.:panmcm I 0.03 I) 

Ta, cs Ocp:1nmc111 I 0 .10 () 

Wa1cr Rc, ourccs Depnnmem I 0.01 0 

I otal 6306 257.62 49 

Appendices 

Waivers 

Amount 
(Rupers ill lakh) 

0.33 

0.00 

0 11 

0.00 

0. 10 

43.21 

0.00 

0.00 

1.23 

0.05 

0.28 

0.48 

4.06 

0.00 

0.00 

0.61 

0.00 

0.85 

0.19 

0.75 

0.25 

0.00 

1.75 

0.00 

0.00 

0.00 

54.2.5 

323 1 cases (Rs 0.50 lakh) relilted to write off of the cost of library books lost and 690 
cases (Rs 0.57 lakh) rel:ilcd 10 wnte off of unserviceable items in various laboratories under 
Technical Education department. 

" Most of the cases related to fines imposed on convicts written off. 
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12. 
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l.J. 

15. 

111. 

17. 

IX. 
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20. 

21. 

22. 

23. 

24. 

25. 

2fi. 

27. 

28. 

21J. 

30. 

31. 

32. 

Appendix X 
List of Statutory Corporations and Government Companies ha,·ing accumulated loss 

and investment in them by co,·ernment 
(Reference: Paragraph l .8.6: Page 17) 

Go,·ernmenl Period up 10 wbirh 
itwestmcnt us of Accumulated loss' 

amc of concern JI ~larch 200.Js 
accounts "ere 

finalised 
( Jl11pl.'e5 i11 croreJ 

llie Kera la l'inam:i:il Cc1111orat 1011 IJ•).l)l) 68.34 2tX).q).J 

K1:r:ila State Roat! Trnn,port Coqinr.Hu•n 11-1.73 1027.00 21101-02 

Kcr:ila lmlustnal l nfm~tructu~ Dc,clopmcnt XlU4 3.00 2003-04 
Corporation 

·me Kcrnla Fi~hcnl'S <:orµor:iunn I 1miwd .J.85 11.05 l'JS.J...85 

Kcrnla Tourism Dc\'clupmcnt Curpor:ition Limited 43.54 3. 14 1999-2000 

The Tmvancnrc - Cochin l 'hcmicals I imitcd 111.91 5.55 2003-04 

Kcral:1 Construction Com1>onc111, L11ni1cd 0.211 1.12 199!!-99 

Kcr.tla State Industrial De,clop111.:111 C Mpcm1111m :?Rb.7.J 14. IO 2002-03 

The Kcrnla Premo l'1pc !"actor' I 1m11,·il· UI 0.111 1985-X6 

Plan1a11nn Corpor:111on of Kernb L11111tc•d 5.57 17.11 2001-02 

The Ki:rnla Ceramics L11n1tetl S.24 29.X7 2002-03 

The Kernla i\gro-lmlustril'S ('orporauon l.11n11cd 3.05 r>.3.J l?'Jl!-<J'J 

Trivandrum pinning Mills I 1mitcd 7.73 17.21) 2002-03 

KcrJla Electrical and Allic-d 1- nginc·cnng Company 
21.34 59.9-l 2001-02 

Limited 

Kcr:1la Snap, and Oil;, I muted :!.59 37.40 19').J-95 

TrJ\ ancorc l' IY'\ 01xl lmlustnc> Limited ().4<) 23.04 2!MH-02 

Trivandrum Rubbcr Wnr~s Limited 2.75 21.(J') 1997-98 

Kcrnla State Handloom Development Curpor.itmn to 73 14.00 2!Ml2-03 Limited 

lfandicr:ilh Development Corporation or Kernla 
l.'J-l 2.42 1998-99 Limited 

l he Kera la State ( ashc\\ r>c" dopmcnt C 'orpt>1':tt11in 
.J8 87 353.46 2000-0 1 l.111111ed 

C"hala~Ud) Refracwrie' 1 united' l.-17 J.J(> l'JK'J-90 

Kern la State C'oir Cnrpor.111011 l muted ll.04 8.JJ 2001-02 

Kcrala ~la te Drug:. and Pharmaccuucal' Limited l.llO 10.(>() 1994-95 

Sitararn Textiles Lumtcd 5.'l4 29.<J') 2001-02 

Kera la State Tcx111cs t'orpo1 atinn I imite<I 17.Xll .J2.-l0 21K>:l-04 

The Kern la L1nd De' clopmcnt Corporat1nn I imi1cd l>.71 32.RO l'J'J9-2000 

Kcrala State Flcc1 mnic~ lkwlopmcm Coq><ira11on 
Limited 'R. IC1 J .JC1.9U 2002-03 

The Tr:l\ancorc Sugars and Chemicals Lonitcd U.32 5.77 2002-0J 

The KcrJla State Civil Suppli;:~ ('orpornt1on 
Limited tl.56 335.Sll 2001-02 

Scooters Kcr.ila Limited 2.211 12.40 2002-0..l 

Kcrnla Automobiles Limited 3.47 1.40 21!02-03 

Steel Industrials Kc1ala Li1111tcd 27.92 J3.60 2002~)3 

<Source - Statement No. 14 of Finance Accounts 200:1-04 

• Audilcd figun.-s 111c111ioncd Ill 1he Report of the Comptroller and Audi tor General of India 
<Commercial) for the year ended ) I March 2004 

• Under liqu itla11on 
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Appendices 

Appendix X - \011cld. 

Government 
Period up to which 111,·cstmcnt a~ of Accumulated loss' 

Name of concern 31 !\larch 2oo~s accounts were 
finalised 

( R 11oces i11 crort'} 

Kt:1;il:i S1a1e C'on•1nic1io11 C'orpor:n1e111 I 111111cJ 11.88 1207 2001-02 

Kcrala !'>late Film Dc,clopmcm C'm1x•ra11011 17.M 17.<>7 2!MJl-02 
Limited 

Kera la I ;, C>IOCK Dcvclopmcm Board I 1m1l<'U 6.0J 2.47 2000-01 

Kcrala Sime l"oconul Dcwlopmcm Corpora1ioo 2.85 IU.90 1992-93 
L1mtted 

Kcrala Small lntlu~1ric> Development Co1vora1ion 18. l(i 36.48 2001-02 
Lim1h:d 

Krrala Fishcrmo:n'> Welfare t'orporn11on l.111111cd' 0.42 1.00 1982-113 

Kcrala Stale Fnginec1ing Wrnb L1m1l<'<i' 0.4(> 1.51 1991-92 

\1ctmpoltwn Fnginccring ( ·omrany l.in11tcd 1.52 6.R7 1998-99 

l11c Kcrala S1a1c 1 landicappc:d J'lc~ons' Wclfa1e 2.01 0.59 1994-95 
('oq>0ra1ion I imilcd 

Kcrala i\nisans' Development C'orpomuon 1.imttcd l.l)J 2.17 2000-01 

Kcrala . 1a1c l>eH:lopmcnl Corpora11011 tor rtms1ian 
Com en~ from Scheduled Ca•tc~ and the 13.50 0.49 1992-93 
Recommended Communtt1cs I imttcd 

I r.m,fi>m1c~ and Electricals Kcrala I nnttcd 11.20 6.'. 79 2002-03 

Th< Metal l11Jus1rtc> I 111111~'<1 047 1.91) 2003-04 

Meat Pmd11c1s of India I 1m11cd 0.9R 5.89 2001-02 

Kerala Special Rcfractone> L11mtcd* 2.91 2.08"' 1996-97 

Kt:rala S1a1c l'ouhry Develormcn1 Corpom11on 
1.00 3.()6 2002.()3 

Lmrncd 

Kera la Stal\· Women's Development Cot porailon 
6.57 0.3 1 I <)<)4.95 

Limited 

Kerala S1a1e I lonicuhurnl !'><>ducts Oe,cloµm~111 
5. 18 l.K2 19'J7-9R C"orriora11on L11nncd 

Kcrala llncch lndus1r1cs I 11nncd 13.IHI 16.34 2002-03 

KerJla School Teachers a11d '\on-tcach11H! St:ilT 
Wclforc Corporntion I imi1cd - 0.50 1.16 2003-04 

Steel Complex l.imitctl 3.00 ~IJ .51) 2003-04 

Kerala State Wood lndus111cs L11nncd" 1.25 6.54 1989-90 

Kcrala S1a1c Manunu• nc,clormcn1 C11qx1ra1ion 8.81> 5.33 2002-03 

Kcrala Stale '.1111cral ()c,clormcnt C'11rpora11011 
1.2Ct 0.49'~ 

I i11111cd 2002-03 

Kcrnla I ccd' Lid. 20.74 0 40 2003..{)4 

l\utokas1 l.1m1tl"ll 1.00 118.l>J 2002-03 

Kcrala ~late E~-scrv1ccmcn DcH:lorment and 
0.50 Rch;ihili1atton ( 'tu1xir.111on 0.04 2002-03 

Total t 126.20 2949.75 

\ Source Statement o. 14 of Finance Accoums 2003-04 
• Audited figures mentioned in the Report of the Comptroller and Auditor General of India 

(Commercial) for the year ended 31 March 2004 
Under liquidation 

• Under lockout from I" June l 1l93 
-~ Based on figures in Statcmcnl No. 14 of Finance Accounts 2003-04 
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Appendix XI 
Arrears in preparation of Proforma Accounts by Departmental Commercial 

Undertakings 
(Reference: Paragraph 1.8.8; Page: 18) 

Number of Name of undertaking/trailing Year for which arrounts are 
Depar tment 

undertakl112s srheme due 

Finance Depar1111cn1 I 
K.:rala State Insurance 

1967 10 1982 and 1991to2003 Department 
General Education 

I 
Text Book Office. 

I 987-88 10 2003-04 Department Thiruvanan1hanuram. 
Public Works and 

State Water Transport Transport I 
Dcpartlllen1. Alappu1.ha. 

1997-98 10 2003-04 
Department 

Home Department I Ruhher Plantation at Open 2003-04 
Prison. Ne1tukahheri 

Agriculture (Animal 3 Intensive Poultry Development I CJ9J-94 to 1996-97 and 
Husbandry) Block. M11 va1111p11zha. 2003-04 
Departmelll 

1994-95. 1995-96. 2001-02 and Intensive Poultry Development 2002-03. 2003-04 .. (upto 
Block. Pcuah 

31.10.2003) 
Fccu Co111p~unu111g Uni t. 
C'hengannur 2003-04 

.. 
The institution was transferred to Ker.ila State Poultry Development Corporation with effect from 
01 Novemher 2003. 
Fonnerly Poultry Fet.-d Manufacturing and Distrihution Scheme. Chcngannur. 
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Gronl No./ 
Mujor He11d 

II 
2052 
3451 
3451 

Appendix XI I 
A rea~ in \\hich major savings occurred 
(Reference: Paragrap h 2.3.1: Page 29) 

Areas in which major Sll\'ings occurred 

REVENUE(\ OTED) 
Heads of States, l\ linisten aml lleadaunrters Slaff 

Modernism!-( Government Programme CMGP) 
lmolemenl:mon of Modcm1s111g Go' ernment Programme 
Kera la Information Tcchnolog\ Sen ices Society 

Appendices 

R ( 11pee:. 111 crore) 

Savings 

JO 
98 
13 

VI l.nnd ReHnue 
2029 C"ad:istr.il Suf\ e~ 19 

X\' Puhlir Works 
3054 KcrJla State TrJnsoort P·o1cc1 37 

xx Water Sunnh :rnd Sanitation 
2215 Gra111-111-a1d to Kern la Water Authon tv 59 

XXI llousine. 
2216 Assistance to State Housing lloarJ 20 

XXll Urban Denlo1mll'nt 
22 17 Capital City Dc\clopmcnt Programme 31 
2217 Valn11ki AmhcJkc1 Awai Yo1ana 30 
2217 Plan Assistance 10 Cori)orauons for Local Arca Plan Programme 28 
2217 Plan Ass1s1a111:c 10 Mu111c1pal111cs for Local Area Plan Programme 16 

XXI\' Labour and L.:1hour Welfare 
22.:10 Pilot Scheme for social safet\ net under MGP 48 
2230 Assistance to Panchayats 13lock gr.Jill for Rc\cnuc E'l.pcndnure 41 

xxv Social Welfare includin~ Welfare of Scheduled Castes. Srheduled Tribes and Other 
Backward Clus~es 

2225 Pooled fund for SCP 20 
:!225 Economic Dc\clopment Scheme for SC's u11hs111Jl, special Central Assistance 13 
2225 lnsur:incc scheme for Tnhals 10 
2225 Rcsculcment of Landless Trihals 9 

xxx Food 
2408 Rcimbursmcnt ofrincc di!Tercnce or Rt111011 rice and wheat lo Food Corpora1io11 of India 111 
2-I08 G1 ant to Kera la Slate Cl\ ii Suonltcs Corpora lion for Market l 111er~c1111011 operation 20 

XL Port~ 

3051 Tcn11111a11on of unnroductl\ c 111fras1r111:111rc Pro1ecLS 111 Harbour EngincenntJ. Department under MGP 10 
CAPITAL (VOTED) 

X\' Puhlic Works 
5054 Works havmu NABARD assistance D1s1nc1 and other roads 9 
5054 Brid!!es and Cuh.erts- St:itc 1111.:hways 5 

XVII Education, S11orts. Art a nd Culture 
4202 lluildings for Enl!tnccnnl-: Colleges Tech111cal Collcg,cs and lns111u1cs 8 
4202 Construction of\\011.shcd 111 schools for conduclml! Vocauonal courses 8 

X\ '111 Medica l and Puhlic Health 
4210 Ac4111si 1ion of land ;111d cons1ruc11011 ofhuildmg for Medical college Hospnal and College 

3 I lostel at Kouayam 
421() Upgradauon facil111cs 1111hc Re1!10nal lns111u1c ofOohthalmology 3 

xxv Social Wrlfare including '.\I elf are of Schecluled Castes. Scheduled Tribes and Other 
Barkward Clns~es 

4225 ConsLrucuon of Head1.1uartcrs hutldml! for KIRT ADS 6 
4225 Eswhltshing shoppmg complex of SC-s 5 
4225 Rcnova1ion of post metric hostels 5 
4225 L:md and bu1ld11H? for lra1111nl! cc111ers 5 

XXX lll Fisherir~ 

6405 Loans lo Ma1syafcd for Integrated Pilot ProJCCI for Fisheries Dc\elooment 9 
(>-105 l11tcgrated Pro1cc1 for Fisheries De\ eloo111e111 5 

XXXVlll l rrie.a tion 
47 11 Anu-sea Erosion \\01ks under Ele\enth Finance Co1111111ss1on 19 
4701 Vclhamk:illu causC\\UY - works 7 

XI.I Tr:insoort 
5053 Share capital contrihu1101110 Tlnru,ananthapuram Airport Dc,·eloomcnt Soc1cLy 10 
5075 Inland Nav1g;1t1on 9 
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Appendix XIII 
Significant cases of savings in grants/appropriation 

(Rcforence: Paragraph 2.3.1; Page 30) 

Total Grant/ 
Number and Name of Grant/Appropriation Appropriation 

Re\ enuc Voted 
II Heads of States. Ministers and 

271.23 
Headquarters Stuff 

VI Land Revenue 123.87 
VII Stamps and Registration 46.2 1 
x Treasury and Accounts 67.57 

XI II .Jails 38.51 
xv Public Works 636.76 
xx Water Supply and Snnatation 305.50 

XX I Housing 79.30 
XX ll Urban De\'clopmcnt 331.05 

XXIV Labour and Labour Welfare 174.60 
xxv Social Welfare 111cludi11g Welfare of 

Scheduled Castes. Schedu led Tribes 631 .72 
and Other Backward Classes 

XX IX Agriculture 429.26 
xxx Food 170.06 

XXXI Animal Husbandry 118.91 
XXXl ll Fisheries 45.22 
XXX IV Forest 177.36 
XXXVI Community Development 166.20 

XL Ports 17.83 
XLl l Tourism 75.92 

Capital Vo1ed 
xv Public Works 320. 11 

XVII Educ;ition. Spons. Art and Culture 32.58 
XVIII Mcd1c<1I and Public Health 39.01 

XXI Housing 23.44 
xxv Social Welfare including Welfare of 

Scheduled Castes. Scheduled Tribes 53.20 
and Other Backward Classes 

XXVll Co-operation 37. 10 
xxx Food 22.32 

XXXlll Fisheries 32.96 
XXXVll Industries 114.49 

XXXVlll Irrigation 173.77 
XU Transport 41.40 

Total 4797.46 
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(R upees 111 crore 
Amount of 

savings 
(percenta2e) 

160.58 (59) 

28.55 (23) 
5.37 ( 12) 
7.74 ( 11) 
9.17 (24) 

86.02 ( 14) 
75. 14 (25) 
27.74 (35) 

116.82 (35) 
83.04 (48) 

94.20 ( 15) 

63.06 ( 15) 
130.73 (77) 
21.83 (18) 

7.25 ( 16) 
25.87 (15) 
35.96 (22) 
11.07 (62) 
15.70 (21) 

47:61 ( 15) 
17.89 (55) 
17.48 (45) 
5.37 (23) 

36.81 (69) 

7.45 (20) 
8.11 (36) 

19.81 (60) 

23.58 (2 1) 

31.98 ( 18) 
28.62 (69) 
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SI. 
No. 

I 
2 
J 
4 

5 
(I 

7 
8 

I) 

10 
II 

12 
13 
14 
15 

Appen dix XIV 
Persistent saving~ 

( Reforence: Paragraph 2.3.2: Page 30) 

(R 

Appendices 

11pees 111 crore 

Number and N:uue of Grant/Appro11rlalion 
Amount of sa,•ings (Perrentage) 

2001-02 2002-03 2003-04 
Revenue(\ oted) 

VI L 111d RC\ Cll llC 44.99 (37) 35J2 (30) 28.55 (23) 
xx W.ttcr Supply and Santtalron 54.57 (21l) 59.54 (23) 75.14 (24) 

XX ll Urhan Dc1 clopmcnl 60.53 (33) 99.92 (31) 116.82 (35) 
XX IV Lahour and Lahour Welfare 60.58 (4')) :55.87 (45) 83.()4 (48) 

xxx FooJ 12Cdl (74) 11 2.55 (65) 130.73 (77) 

XL Pom 2.73 (3 1) 1.63 (21) 11 .07 (62) 
Revenue (Charged) 

xv Public \\ orks 1.17 (81) 0.97 (67) 1.48 (91) 
XV II E<.1111::111011. Sports. A ri and Cul1ure 0. 14 (100) 0. 14 (99) 0. 14 (100) 

Capifal (Votrd) 
XVII Etluc:tt1n11. Sports. An und Cuhurc 1-1.27 (43 ) 20.22 (52) 17.89 (55) 
XI:\. Fanni~ \ \ cl fore 1.% (93) I.bl (54) 1.85 (62) 

X'\'. \ ' Social Wclfa1c 11Kl111h11g \\ dfarc of 
Schcd ulctl Castes. Schcdult'd Trih<..-s und 01hcr 11.73 (52) 25.57 ((11) 36.8 1 (69) 
Oackward Classes 

xxx Food 9.53 08) 6.28 (25) 8.11 (36) 
XXX I A111 111al llu~bandry 0. 11 (24) 4.85 (93) -1.03 (99) 

XX XI V Forc~I 2.78 (59) 1.42 (29) I .OQ (26) 
XL Pons 5.73 (77) 4.24 (54) 3.59 (43) 

Total 397.33 ·B0.14 520.34 
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Appendix XV 
E\'.ccs~ O\ er pro\'is ion relating to pre\'ious years requiring regularisation 

(Reference: Paragraph 2.3.3: Page JO) 

'\o. or 

Year Grant./ 
Aflfll'O· 

11riarion' 

llJSJ-84 1 

1984-85 I 

1985-8(1 2 

1988-89 I 

1989-90 I 

1990-91 -I 

1991-92 4 

1992-93 2 

1993-94 3 

I 9")4-95 2 

1995-% 8 

1'>96-97 5 

11.)1)7.93 5 

1998-99 -I 

11)1.)9.2000 2 

2000-01 4 

2001-02 (i 

2002-03 10 

Total 66 

RV Revenue ( Votcu) 
CV Cap11al (Voted) 
RCh - Revenue (ChargcuJ 

(Rupees ill crore) 
Amount for 

Amount which 
Gra111/Ap1irnpria1lon Numhcrs or excess explanation not 

rurnished co PAC --
'\\II RV anJ C\' 3.69 3.58 

'\VII R\ 29.3<1 29.36 

X\'11 RV and CCh 34.30 34.30 

XVIII RV 0.04 0.04 

XVII RV 38.45 --
VI - R\'. XVII RV. XIX - RV. XXVl ll - RV 81.90 8.01 

II - RCh. XVII - RV and CV. XVIII CV 36.07 0.28 

xxv CV. XXX RV 0.31 0.31 

XVII - CCh. XX - CV. XX ll CV 0.74 0.7-1 

XVIII CV&CCh 1.-17 1.47 

VI - RCh. XIV RV. XX - RV. XXVI - RV. XXXIX 
40.77 40.77 

CV. '<LI RV & CV. XLll RV 

VI RCh. XIV CV. XVIII CV. XXV - CCh. 
0.67 0.39 \'.XXIX CV 

'< I\' CV. XV RCh. XVIII CV. XXV - CV. XLl l 
23.31 23.31 CV 

'\I\ C\'. X\' RC'h. XXV RV. XXVlll - CV 8.00 7.90 

I Rv . XIX R\' 22.17 21.95 

I RCh. '<VI - RV. XIX RV. XXV RV 347.29 51.77 

'\I - RV. XII CV. XVII - C"Ch. XVIII CV. XIX 
92.64 92.60 RV. XXXVll RV 

I - RV. Il l RV. Vil RV. X RV.XVI RV.XIV 1403.12 1402.97 
RV. XVII I RV. Ill RCh. Debt charges - RCh & 
PDR - CCh 

2164.30 1719.75 

CCh - Capllal (Charged) 
PDR - Puhhc Debt Repayment 
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SI. 
No. 

I 

2 
3 
4 
5 
6 

7 

8 
9 
10 
II 

12 

13 
14 
15 
16 
17 

18 

19 
20 
21 
22 

23 

24 

25 

26 

27 

28 

29 

Appendix XV I 
Cases of unnecessar~· supplementary grants/appropriations 

(Reference: Paragraph 2.3.5; Page 31) 

Appendices 

(Rupees i11 crore) 

umber anti ame of Grant Original SupplemenlllQ Tomi Expeotlilure Sa\lngs 
2rn nt i:rant 

Revenue Voted 
II Heads of States. 

Mm1s1ers and 261.55 9.68 271.23 110.65 160 58 
Hcadquaners Staff 

VI Land Revenue 123.08 0.79 123.87 95 .32 28.55 
VII Stamps & Reg1strallo11 44.24 1.97 46.21 40.84 5.37 
XII Police 534.37 29.35 563.72 530.58 33. 14 
xv Public Works 571.99 64.77 636.76 550.74 86.02 

XV III Medical Jnd Public 
736.09 23. 13 759.22 724.20 35.02 

Health 
xx Wmcr Suppl}' and 

304.17 1.33 305.50 230.36 75. 14 
Sanit;i11on 

XX I Hous111g 79.28 0.01 79.29 5 1.55 27.74 
XX ll Urban De\'cloprnent 316.05 15.00 331 05 214.23 116.82 

XX lll lnfor111;i11on und Pubhc1ty 11 .54 0 59 12. 13 10.88 1.25 
XX IV Labour und L1bour 

173 . .15 1.25 174.60 91 .56 83.04 
Welfare 

XXVlll Miscellaneous Economic 
32.26 1.62 33.88 3 1.35 2.53 

Services 
XX IX Agriculture 412.48 16.78 429.26 366.20 63.06 
XXXI Animul Husbandry 11 8.50 0 .4 1 118.9 1 97.08 21.83 

XXX lll Fisheries 42.21 3.0 1 45.22 37.97 7.25 
XXXIV Forest 176.75 0.60 177.35 151.48 25.87 
xx xv Panchayal 1253.84 24.80 1278.64 11 74.06 104.58 

XXXYI Community 
153.83 12.37 166.20 130.24 35.96 Development 

XXXV ll Industries 196.62 2.50 199.12 191.92 7.20 
XXXVlll Irrigation 114.25 5.70 119.95 108.63 11.32 

XLI Transport 15.88 0.36 16.24 14.37 1.87 
XLll Tourism 72.53 3.39 75 .92 60.21 15.71 

Revenue Char2ed 
xv Public Works 1.52 0. 10 1.62 0. 14 1.48 

Capital Voted 
XVII Education. Spons. Art 

29.78 2.80 32.58 14.69 17.89 and Cu lture II-

XVIII Medical and Public 
Health 29.51 9.50 39.0 1 2 1.53 17.48 

xxv Social Welfare including 
Welfare of Scheduled 
Castes. Scheduled Tribes 47.51 5.69 53.20 16.39 36.81 
and Other Backward 
Classes 

XXX lll Fisheries 27.02 5.94 32.96 13. 15 19.8 1 
XLV Miscellaneous Loans and 

Advances 5.25 0.06 5.31 3.87 1.44 

Caoital Charged 
xv Public Works 0.30 0.14 0.44 0.23 0.2 1 

Total 5885.75 243.64 6129.39 5084.42 1044.97 
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I. 
-.o. 

1 
2 
3 
.j 

5 

6 
7 

s 

9 

Ill 

11 

12 
13 
1-1 
15 
1(1 
17 
18 

SI. 
!Ito. 

I 
2 

3 

4 

5 

(> 

7 

8 

ppendix XVI I 
Cases of excessive upplcmcntary grantsfappropriations 

( ltefercnce: Paragraph 2.3.S; Page J I ) 

(R 11pees 111 crore 

umhu and ;\amc of Original Grnnlf Supplementary 
Cra111/ Tot11I l::xpenditurc 

Granl/Approprfallon Approprfa1ion 
~rwroprl:uion 

Revenue \ otcd 
I\ ' Elcc11ons 7.38 14.1) 1) 22.:n 21.05 
I). Tax..:s on ~chicles 15.4-l 0.35 15.79 15.47 

;... Treasury and /\ccoun1s 4(). 10 2 1.46 67.5(> 59.82 
XII I Jails 23. 18 1533 38.5 1 llJ.34 
XIV S1a11oncl) and P11n1111g and 

other AJmimslrJll' c 88.26 1:u1 101.47 95.70 
Services 

XVI Pensions and M 1sccll:mcous 2285.88 5-1-1.00 2829.88 2688.82 
xxv Social Welfare 111cluJ111g 

'"cl fare of SchcdulcJ. laslcs. 481.79 l-l'J.93 631. 72 537.52 
chc<lulc<l Tribes .ind 01h..:r 

OackwarJ Clusses 
XXVI Relief on Account ofNa111ral 

155.C>S 47 85 203.53 202.25 Cal:llniucs 
XXX IX PO\'-' Cr 202.20 406.84 (i()•).0-1 572.47 

Revenue Ch:irJ?ed 

XVI Pensions and Mtsccllancous 2.84 3.47 (1.3 1 5.47 
C:inital Voted 

XIV Stalloncry and Pnn1111i:: and 
other Adnuni~trall\" ll.11 O.JCI 0.47 O.Jh 
Services 

X\' Punlic Work.:. 155.9 1 I Ct4.20 320.11 272.50 
XXI Housing 12.58 10.8(1 23.-1-1 IS.Cl? 

XXIX Ai.:nculture -1 . 15 22.12 2(>.27 24.51 
XXXVll lnJus1ncs (13.47 51.02 11 4 49 90.'11 
XXXVlll lml!allon 12601 -17.75 173.76 141. 78 
XXXIX Power 26.9S 1189.18 1216.16 1173.90 

XLll Tourism 12.70 2.30 15.0U 14.0S 
Total 3710.(16 2705.22 6-115.88 5%4.02 

Appcndi\ XVIII 
Ca~c, "here supplementary provision proved insufficient 

(Reference: Paragraph 2.3.S: Page 3 1) 

Savings 

1.32 
0.32 
7.74 
9. 17 

5.77 

141.06 

94.20 

1.28 

36.57 

0.84 

0.11 

47.(11 
5.37 
1.76 

23.58 
31.98 
42.26 

0.92 
451.86 

R (. 11pl!es i11 crore) 
Number and N:ime or Origin:il Supplcmrnt:iry Tornl E111endlture Euess 
Gr:rnt/Appropriaiion provision pro\l.,ion uncovered 

Re••cnuc \lotl'd 
I Swee Lc!).1slatuu: 1-1.20 2.(1') 16.81) IS. I I 1.22 

111 AJm1111stra11011 ol Justice 78.71} 7.<10 86.31) ') l.C)') 4.70 
\ Agricultural lllCOl11C r J\ 

and Sales Ta\ 5-1.51 5.3(1 59.87 112.81 2.94 

XI Oistnct AJ1111111~1r.mon anJ 
I I 2.89 

Misccllancou~ 12.58 125.-17 129.58 4.11 

XV II EJ11c.1uon. Sports. Art and 
2985.53 2tl 2(1 3005.79 Cuhun.: 3127.65 121.8(1 

Revcnm• ChareecJ 
II HcJJs ofS1::11cs. Ministers 

22.M and I lcaJquancri. Staff I.JI) 24.05 24.61 0.56 

Ocht Charl!cs 2738.13 360.73 3098.86 3328.57 229.71 
Ca11ital Charecll 

Puhltc Debt rcp;1\·mcn1 550tJ.57 3887..Jh •)397.03 10322.03 925.00 
Total 11 516.28 4298.07 158 1-1.JS 17104.45 1290. 10 
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No 

I. 

2. 
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-l. 

5. 

6. 
7. 
8. 

9. 
10. 
II . 

12. 
13. 
14. 
15. 

16. 
17. 
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19. 

20. 

21. 

22. 
23 . 

24. 
25 . 

26. 
27. 
28. 

29. 
30. 

3 1. 

32. 

Appendix XIX 
Excessive/ unnecessary reappropriation of funds 

(Reference: Pa ragraph 2.3.7; Page 31) 

Appendices 

(R 11pees 111 crore 
'lumber, ~amc or Grant/ Original pltL' 

Final grant/ Actual Exctss (+Y 
Appro11ri:11lon :ind lfl'ad or ~upplrmcnt:t ry Re:ip11roprla tion 

appropri:ilion e:1.pcndl1ure Savings (-) 
accounl lll'O\i\iOn 

II Heads of Sta tes. i\ li11istc1·s aml Headquarters staff 
34 5 1-00-797-99 - 50.00 50.00 - -50.00 

Debr Chaq~c~ 

2049-0 1- 123-00 265 IJ 4.87 270.00 263.32 -6.68 
2049-03-1 04-99 356.73 1.09 357.82 352.5 1 -5.3 1 
2049-04-106-99 2.00 -2.00 - 4.03 +4.03 

XIII Jails 
2056-00-101-99 17 23 -1 .26 15.97 17.39 +1.42 

xv Public Works 
3054-80-800-99 76.23 29.98 106.2 1 101.79 -4.42 
4059-01-05 1-86 1.39 7. 19 8.58 7.69 -0.89 
5054-01-337-98 1.65 3. 10 4.75 1.24 -3.51 

XVI Pensions anti M iscellaneous 
2071-01-102-99 341.93 -93.08 248.85 254.23 +5.38 
2071-0 1-105-99 2 10 72 4.70 2 15.42 21 1.51 -3.9 1 
2071-0 1-111-99 2.93 0.66 3.59 2.91 -0.68 

XVII Education. Soo1·t!I. Art a nd C ulture 
2202-0 1- 198-50 70.02 -4.88 65. 14 66.53 +1.39 
2202-03- 102-93 11.25 -1.55 9.70 10.21 +0.51 
2203-00-1 03-99 11.74 -0.80 10.94 11 .82 +0.88 
2204-00- 103-82 -- + l.00 1.00 0.27 -0.73 

XVIII Medical and Public llcalth 
22 10-0 1-1 I 0-99 152.35 -3.93 148.42 152.67 +4.25 
22 I 0-0 1-1 I 0-98 24.42 -4.30 20. 12 23.60 +3.48 
22 I 0-0 1-1 I 0-94 7.99 -0.55 7.44 8.14 +0.70 
2210-03- 103-99 50.03 -0.95 49.08 60.54 + 11.46 

4210-03-105-89 5.26 -0.60 4.66 5.22 +0.5p 

XIX Pamilv 'Welfare 
22 1 1-00- I 0 1-96 - 2.00 2.00 0.02 -1.98 

XXll Urban Development 
2217-80-191-45 93.25 10.J6 103.61 65 .09 -38.52 
2217-80-192-45 I 17.-l4 12.40 129.84 101.32 -28.52 
xxv Social Welfare including Welfare of Scheduled C astes, Scheduled Tribes and Other 

Backward Classes 
2225-03-277-99 24.28 4.21 28.49 27.05 - 1.44 
2235-60- 198-50 76.51 I. I I 77.62 76.76 -0.86 

XXVI Relief on accounr of Natural Calamities 
2245-0 1-102-99 6.00 34.93 40.93 40.26 -0.67 
2245-02-101 -94 0.40 2.8 1 3.2 1 2.43 -0.78 
2245-02-106-99 63.-l8 -16.74 46.74 47.46 +0.72 
xx xv Panchavat 
25 15-00- 196-45 185.00 2.95 187.95 164.9 1 -23.04 
25 15-00- 198-45 7-l 1.70 77.95 8 19.65 75 1.69 -67.96 

XLll Tourism 
3452-80-800-90 15 .00 1.00 16.00 13.05 -2.95 

Public Debt Reoavmcut 
6003-00- 108-99 55.00 - 1.1 4 53.86 100.4 1 +46.55 
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SI. 
No. 

I 

2 
3 
4 
5 
6 
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8 
9 
10 
11 

12 
13 
14 
15 
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SI. 
No. 

I 

2 
J 

4 

5 

6 

7 

8 
9 

10 
II 
12 

ppemJix XX 
Non-surrender of savings of Rs S crorc and above 

(Reference: Paragraph 2.3.8: Page 31 ) 

(Runees iu croreJ 

Number ond ame of Crnnt/Ap1>roprintion Savings 
Amount 
surrendered 

Revenue Voted 
II Heads of States. M in1stcrs and 160.58 111.75 

Headquarters Staff 
x Treasury and Accounts 7.74 0.01 

XII Police 33. 14 19.06 

xv Public Works 86.02 32.04 

XX I Housing 27.74 11.58 
XXll Urban Development 116.82 34.38 
xxv Social Welfare 111clud111g Welfare 94 .20 87. 19 

of Scheduled Castes. Scheduled 
Tribes and Other 8:.ickward 
Classes 

XXX lll Fisheries 7.25 0.06 
xx xv Panchav:.it 104.58 7.8 1 

XXX IX PO\\ Cr 36.57 -
XLll Tourism 15.7 1 0.87 

C:mital Voted 
xv Public Works 47.61 18.43 

XXXlll Fisheries 19.8 1 2.29 
XXXVll Industries 23.58 12.63 
XXX IX Power 42.27 --

XU Tr.in sport 28.62 16.35 
Total 852.24 354.45 

Appendix XXI 
Excess urrendcr of sa,•ings 

(Reference: Paragraph 2.3.9; Page 32) 

A111oun1 not 
surrendered 

48.83 

7.73 
14.08 
53.98 
16. 16 
82.44 

7.01 

7. 19 
96.77 
36.57 
14.84 

29.18 
17.52 
10.95 
42.27 
12.27 

497.79 

(Runees in crore) 

Number and Name of Amount Amount 

Grant/Appropriation Sa\•ings 
surrendered 

surrendered in 
excess 

Revenue Votctl . 
Vil Stamps and Rcgis1ration 5.37 8.81 3.44 

VIII Excise 1.80 3.81 2.01 
XIII Jails () 17 10.69 1.52 

XVIJJ Medical and Puhhc 
35.03 44.08 Health 9.05 

XX JV Lnhour and Labour 
83.0.t 83 84 Welfare 0.80 

xxx Food 130.73 IJ0.92 0.19 
XXXVJ Com111111111y 

35.% 
Dc~clonmcnt 

42.43 6.47 

XXXV JJ Industries 7.20 8.59 1.39 
XLI rrnnsnon 1.87 2.21 0.34 

Cnnital Voted 
XX IX Agncul 111rc I. 7<> 1.78 0.02 
xxx Fool.I 8. 11 8.81 0.70 

XXXVllJ lrrigauon J 1.98 39.28 7.30 
Total 352.02 385.25 33.23 
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Appendh XX ll 
Arrears in reconcilia tion 

(Reference: Paragraph 2.4; Page 32) 

Appendices 

Year Number of controlling officers Number of monthly reconciliation certificates due 

1997-98 I 
1998-99 J 
1999-2000 ' 1000-01 6 
2001-02 13 
2002-03 42 
2003-04 ll h 

Sl. 
No. 

1 ajor II rad 

I 2506 Land Reform~ 
2 2551 Hill Areas 
3 2801 Power 
4 28 10 Non-conventional sources of 

Energy 
5 2885 Other Ou1lays on Industries 

and l\11ncrals 
6 22 15 Water Suppl y and San11:111011 
7 2225 Welfare of Scheduled Castes. 

Scheduled Tribes .m<l Other 
13ackward Classes 

8 4202 Capiwl Outlay on Educa1ion. 
Sports. Art and Culture 

<) 4210 Cap1t<1l Ou1lay on Medical 
<ind Publtc Health 

10 42 16 Cap11al Outl<iy on l lous111u 
II 4225 Cap1wl Ou1lay on Wei fore of 

Scheduled Custcs. Schcdukd 
Tribes and 0 1hcr Back\\Jrd 
Classes 

12 4235 Cap11al Oullay on Soc ial 
Sccurll} and Welf.trc 

13 4-102 Cap11al Ow lay 0 11 Soil .md 
Water Conservation 

14 4-106 Capital Outlay on Forcstr) 
and Wild life 

15 4702 Capital Omlay on M111or 
lrngat1on 

16 5051 Cap11al Outlay 011 Ports and 
Lighthouse 

Total 

102/113/2005-16 

12 
25 
25 
58 

177 
494 

1646 

\ppendix XX lll 
f. l o~ of expenditure 

(Reference: Paragraph 2.5; Page 32) 

Total fapend iture during 

C'<penditurc last quarter of the vear 

during the Percent age 
Amount of total year 

expenditure 

(Rupees iu cmre) 

5 76 5.72 99 
12.63 10.49 83 

572A7 572.27 100 
5J9 4.87 90 

1.50 1.50 100 

230.JO 135.80 59 
23001 11 7.97 SI 

14.69 12.77 87 

21.53 17 12 80 

1.93 1.26 65 
10 48 7 2Q 70 

5.80 4 58 79 

7 41 6 66 90 

3.11 2.23 72 

16AI 11.81 72 

4 72 3.34 71 

1144.14 915.68 
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Expenditure during 
March 2004 

Percentage 
Amount of total 

expenditure 
(Rupees 
i11 cror e) 

4.37 76 
7.05 56 

572.22 100 
4.53 84 

I 50 100 

11 5.06 50 
79.01 34 

10.62 72 

12.82 60 

1.26 65 
446 43 

4.48 77 

5.43 73 

1.59 51 

9.49 58 

2.13 45 

836.02 
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Appendix XXIV 
Excess payment of pens ion cases noticed during 2003-04 

(Refcrenre: Paragraph 2.6.2; Page 33) 

Excess Jlll\'ment of ocnsion/fslmilv nension 
Totlll Due to irrel(ul:1r Payment of FP 

SI. 
lns11n. o. fixation of pension/ beyond the date of Other reasons 

No. 

I. 

2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 

13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24 
25. 

26. 
27. 
28. 
29. 
30. 
31. 
32. 
:n. 
34. 
35. 
36. 
37. 
38. 

Treasury" Report of FP hi her rate 
o. 

case~ No. of Rupees No. of Rupees No. of 
cases ens es cases 

S.T. Clmayinkcc1hu 2287 7 2 2746 I 669 4 

S.T Koothup~1rambu 2292 16 -- -- I 13464 15 

S.T. Erattupcttah 229 I 4 -- -- -- -- 4 

S.T. Vcllarikundu 2290 5 -- - 1 2413 4 

S.T. Thnprayar 2296 I -- -- -- -- 1 

S.T. Parassala 2309 2 -- -- 2 16434 --
S.T. Kodungallur 2312 2 -- -- -- -- 2 

S.T. RaJakuman 2313 2 I 1404 -- -- I 

D.T. Th1ruvanan1hapuram 2299 6 I 4350 1 35225 4 

S.T. Chathannur 2311 I -- -- I 41 64 --
ST. Thalasscrry 2303 5 -- - 2 3629 3 

Additional. S.T 2304 19 I 589 -· -- 18 
Thiruvananthapuram 

ST. Kunnamkulam 2301 2 -· - - -- 2 

S.T. Pudukkad 2314 3 -- -- I 1078 2 
S.T. Sulchan 13achcry 2294 9 -- -- -- -- 9 
S.T. Thirur 2331 2 -- -- -- -- 2 

S.T. Cha' akkad 2308 4 -- -- -- -- 4 

ST. Mukundapurum 2307 I -- -- -- - I 

D.T. Wayanad 2306 10 -- -- -- -- 10 
S.T. Vythiri 2302 2 -- -- -- - 2 
S.T. Thrissur 2324 3 -- -- - -- 3 
P.P.S.T. Kollam 232 1 12 I 8178 -- -- II 

S.T Kattappana 2317 5 4 7419 -- -- I 

S.T. Peerumcdu 2319 2 2 1756 - -- --
ST. Ncdumkandam 2320 I -- - -- - I 
D.T. ldukk1 2325 3 2 1893 .. -- I 

S.T. U1ha\oor 2326 4 -- - -- -- 4 
S.T. Karuvarakundu 2332 I -- -- -- -- I 
S.T. Ponnam 2333 2 .-- -- -- -- 2 
S.T. Arcacodc 2330 I -- -- -- -- I 

S.T. Changanasscrry 2339 2 -- -- 2 23 134 --
R.D.T Kattakkada 2337 I -- -- I 7978 .. . 
S.T. Pcranthalmanna 2340 l) -- -- -- -- 9 
S.T. Tharurangad1 2342 I -- -- I 1299 --
S.T. Talaparambu 23.fS 4 -- -- -- -- 4 
S.T. Payyannur 2344 3 -- -- -- -- 3 
S.T. Makkarapnrambu 2343 2 -- -- -- -- 2 
S.T. Kannur 23~6 I -- -- -- -- I 

• S.T. - Suh Treasury: D.T. - D1smc1 Treasury: R.D.T.- Rural Dis1ric1 Treasury; 
P.P.S.T - Pension Pay111c111 Sub Treasury 
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Rupees 

2209 
12112 
5920 
3972 
1363 

--
2240 

175 
1075 
--
825 

4183 

1121 
700 

15427 
2056 
2777 

175 
4336 
1316 

18694 
36502 
9333 
·-
350 
100 

2504 
275 
550 
448 

--
--
8077 
--
3704 
1811 
955 
100 

Total 
(Rupees) 

5624 
25576 
5920 
6385 
1363 

16434 
2240 
1579 

40650 
4164 
4454 
4772 

1121 
1778 

15427 
2056 
2777 

175 
4336 
1316 

18694 
44680 
16752 
1756 
350 

1993 
2504 

275 
550 
448 

23 134 
7978 
8077 
1299 
3704 
18 11 
955 
100 



Appendices 

Appendix XXIV - Concld. 

Ei.cess p11yment of pension/fomih pension 

lnspn. Total Due to Irregular Payment of FP 
SI. Treasury Report no. of fixation of 11cnsion/ beyond the cJnte of Other reasons Total 
No. FP hil her rate (Rupees) No. cases 

No. of Rupees No. of Rupees No. of Rupees 
rases r:ises cases 

39 ST Koyilandi 2348 4 -- -- -- -- 4 913 913 
40 P P S.T KoLhikode 2350 7 -- -- -- -- 7 3728 3728 
41. ST Chakkarakallu 2351 4 I 418 -- -- 3 250 668 
42. S.T. Perambra 2354 7 -- -- 3 4778 4 5733 10511 
43. ST Aluva 2353 2 I 18768 -- -- I 7401 26169 
44. S.T. "v1ulanthuruthy 2355 I -- - -- -- I 64 64 
45. S.T. Fcrokc 2356 7 -- -- I 616 6 9930 10546 
46. S.T. Patlambi 2357 6 -- -- -- -- 6 2603 2603 
47. S.T Agal1 2359 3 -- -- I 7323 2 1485 8808 
48 P.P ST. Ernakulam 2370 20 3 27361 3 27980 14 8821 64162 
49. S.T Kollcngode 2402 4 -- -- -- -- 4 4223 4223 
50. S.T Kootanad 2378 7 -- -- -- -- 7 10494 10494 
51 S.T Wadakkenchcrry 2380 2 -- -- -- -- 2 4115 4115 
52. ST Kuzhalmannam 2377 4 -- -- -- -- 4 3862 3862 
53. S.T \llauancherry 2398 I -- - -- -- I 27360 27360 
54 S T. Neeleswaram 24 14 I -- -- I 775 -- -- 775 
55. P.PS.T. Alappu1ha 2369 15 -- -- 2 25790 13 8583 34373 
56. S.T. Kayamkulam 2368 2 -- -- 2 6624 -- -- 6624 
57. S.T. Kuthiathodu 2362 3 -- -- -- - 3 8363 8363 
58. D.T. Kottarakkara 239 1 9 -- -- 3 1936 6 5351 7287 
59. S.T. Pandalam 2392 6 -- -- 4 33284 2 1083 34367 
60 ST. Kunnathunadu 2395 I -- -- I 1063 -- - 1063 
61. S.T. Kothamangalam 2386 I I 348 - -- -- -- 348 
62. ST Punalur 2387 6 I 1470 -- -- 5 1075 2545 
63 S.T. Kadakkal 2389 6 I 330 I 1760 4 400 2490 
64. S.T. Kilimanoor 2283 2 -- -- I 2772 I 1215 3987 
65. S.T. Kalloorkad 2407 I -- -- -- -- I 384 384 
66. D.T. Ernakulam 2403 2 -- -- -- -- 2 605 605 
67 ST. Mallapally 2406 3 -- -- -- -- 3 3276 3276 
68. S.T Man1cswar 2401 6 -- -- -- -- 6 4457 4457 
69. S T. Chauanchal 2400 I -- -- -- -- I 175 175 
70. S.T. Koothattukulam 2385 I -- - -- -- I 50785 50785 
71 S.T. Cherthala 2366 3 -- -- -- -- 3 1756 1756 
72. S.T Th1run1mbady 2285 4 I 1268 I 105 2 200 1573 
73. S.T Kothamangalam 2386 I -- -- I 1981 -- -- 1981 
74. S.T. Kaduthuruthy 2284 I -- -- -- -- I 1206 1206 
75. D.T. Thrissur 2300 3 -- -- -- -- 3 925 925 
76. S.T P1 ravam 2418 3 -- -- -- - 3 1558 1558 
77 S.T. Dev1kulam 2323 2 -- -- -- -- 2 1220 1220 
78. S.T. Gandhi Nagar 2322 5 3 14469 2 22034 -- -- 36503 
79. S T. Ponkunnam 2328 4 I 12161 2 1551 I 500 14212 
80. D T Kottayam 2388 6 -- -- -- -- 6 5341 5341 

TOTAL 337 27 104928 43 249859 267 334825 689612 
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SL 
No. 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

I I. 

12. 

I ) . 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21 

22. 

23 

24. 

25. 

26. 

27. 

28. 

29. 

30. 

31. 

~\ppcnd ix XXV 
Statement showin~ Excess retention of ca h balance in the Treasury 

(Reference: Pa ragraph 2.6.2; Page 34) 

Prescribed limit 
i\ l :n :imum 

Nome of T ret1sury a mount 
(R~ in lakh) reta ined (Rsl 

Sub Trcasllr) . Kallorkad 12 34.21.899 

Sub Treasury. Kunnathunadu 3 5.77,532 

Sub Treasur). Chatha1111ur 18 86,05,659 

12 

Pen. Payment uh Treasury. Kollam 6 30. 15.489 

District Treac;ury. Kollam 6 19. 12.467 

Sub Treasury. Mallappally 3 10.30. 146 

Sub Trc;isur) . Pandalam 4 13.3 1.874 

Sub Treasury. Kottarakai a 18 52.02.702 

Sub Treasur). Pathanapurnm 12 53,07.584 

Sub Treasury. Kadakkal 12 75.69. 136 

D1stnct Trc<1sury. Ern;i kulam 24 1.44. 15.326 

Sub Treasury. Mattanchcrry 2 12.62.905 

Sub Treasury. Angamaly 2 15,76,378 

Sub Treasury. orth Parur 2 10,00,639 

Sub Treasury. Aluva 2 9,02,742 

Sub Treasury. Mulanthuruthy I 3.68.67 1 

D1str1ct Treasury. Alapplvha 2 10.57,900 

Sub Treasury. Chcnhala 4 21.42.245 

Sub Treasury. Kuthiathodu 10 24,98.424 

8 

Sub Treasury. Mancompu 30 43,54.844 
10 

Pen. Payment Sub rre:JSllr). Alappu,.ha 8 15.63.218 

Sub Treasury. Alappu1h<1 12 15,63.2 18 
10 

Sub Treasur). Kanm:rnnoor 10 52,77.789 

Sub Treasury. Pecrumcdu 14 97,77.477 

Sub Tre;isury. RaJakum:m 10 41.89.658 

D1stnct Treasury. ldukk1 9 39.84.645 

Sub Treasury. Kattapp;ina 14 99.4 1.465 

District Treasury. Kottayam 4 1.1 7.38.626 

Sub Treasury. Gandhinagar 7 80.57, 134 

Sub Treasury. Ponkunnam 3 4.69,089 

Sub Treasury. Pampady 9 26,80.788 
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No. of tloys 
tJ1e limit 
exceeded 

6 

5 

8 

7 

8 

13 

9 

20 

6 

6 

14 

15 

14 

17 

16 

21 

8 

5 

7 

7 

8 

6 

14 

5 

Almost all 
days 

7 

8 

10 

9 

5 
6 



Appendices 

t\ppendix XXV - Concld. 

SI. Prescribed limit Maximum No. of days 

No. Name of Treasury (Rs in lakh) amount the limit 
retained (Rs) exceeded 

32. Sub Treasury. Palhckathodu 9 50,80.945 4 

33 . Sub Treasury. Punalur 4 8,99,999 8 
2 

34. ub Treasury. Anchal 12 73,61.552 6 

35 . Sub Treasury. Clmayinkal 3 12.94,704 15 

36. Rural D1s1nc1 Treasury. Kanak;ida 6 10,37.019 8 
4 

37. Sub Treasury, Malay1nkee1hu 12 46.36.131 10 

9 

38. Sub Treasury. Parasala 3 50.57.788 10 

2 

. W. Addi Sub Treasury . 60 8,40.40.589 17 
Thiruvilnanthapuram 

40. Sub Trc-asury. Kilmwnoor 36 52,41.337 II 

41 Sub Treasury. Vellayambalam 2 10,44,009 17 

42 District Treasury. Wayanad 42 85,36,372 13 

43. D1stnc1 Treasury. Kilnnur 6 1,08,41.054 14 

44. Sub Treasury, U?.h;i,·oor I 5.71.665 17 

45. Sub Treasury. Kaduthuruthy 12 1,05,39, I 05 12 
10 

46. Sub Trcasur). Thottilpillam 18 39, 11.253 6 

47. Sub Treasury. Th1ruvampady 18 37.10.247 10 

48. Sub Treasury. Kunnamkulam 18 1.40.47.590 19 
12 

49. Sub Treasury. Tripunithura 0. 15 5.54. 172 17 

50. Addi. Sub Treasury. Thnssur 2 19.59.484 9 

51. Pen. Payment Sub Treasury. Ernakulam 4 23.60,280 9 

52. Sub Treasury. Emakulam 4 10,33,78 1 9 

53. Sub Treasury. Vellankundu 3 43,24,962 11 

54. Sub Treasury. Chunanchal 10 72,45.583 9 
5 

55. Sub Treasury. Manjeshwar 12 94,91.536 18 

56. Sub Treasury Mavelikara 4 11.34,664 12 

57. Sub Trcilsury. Chengannur 3 38,63,891 13 

58. Sub Treasury. Koo1ha11ukulam I 2,54.339 9 

59. Sub Treasury. Kothanrnngalam 18 1.23.99.041 11 

183 



A utlit Rl!pnrt (Cil'i/J for the n•c11· ended 31 Mari h l004 

SI. 
No. 
I . 

2. 
3. 

4. 

5. 

6. 

7. 

8. 
9. 

10. 
11. 
12. 
13. 

I.+. 

15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 

25. 
26. 
27. 
28. 
29. 

30 

31. 
32. 
33. 
34. 

-
Appendix XXVI 

Statement ~howlng Improper ~laintenance of Appropriation Control Regii.ters 
(Reference: Paragraph 2.6.2; Page 34) 

Name of T reasury 
No. of Excess payment 
cases fRuoees) 

District Trcusury. Thnssur 3 22.654 

Sub Treasury. Kulloorkud I 3.250 

Sub Treasury. Kunnuthunadu 3 15.992 

Addi. Sub Treusury. Thnssur 4 1.76.647 

Sub Treasury. Chath.innur I 1.40.000 

District Treasury, Kollum I 1.299 

Sub Treasury. Mallappally 5 26,079 

Sub Treasury. Pandal<im 2 4.49,847 

Sub Treasury. Kadakkal 2 26,250 

District Treasury. Ernakulum 3 1.54.000 

Sub Treasury. Angamal} I 1.341 

Sub Treusur}. orth Parur 2 1.36.240 

Sub Treasur). Aluva 4 10.766 

Sub Trc<isury. J\111rnmanadu 2 7.026 

District Treasury. Alapptllha 2 827 

Sub Treasury. Nedumbndam 2 1.366 

Sub Treasury. Pampady I 290 
Sub Treasury. Palhekarhodu I 1.240 
Sub Treasury, Mundukayam I 1,440 

Sub Treasury. Punalur I 986 
Sub Treasur). Chirayinkil I 1,000 
Sub Treasury. 'v1alay1 nkee1hu 3 87,219 
Addi. Sub Treasury. Th1ruvananthapuram 5 1.209 
District Trcasury:Wayanad 4 19.37.221 
Sub Treasury. Vytlmi I 3.517 
Sub Trcusur). Chakk<lrakallu I 17.669 
Sub Treasur) K<1duthuruth1 3 2.782 
Sub Treasury. Karuvarakundu I 17.664 

ub Treasury. Thottdp<i lam 3 3.384 
Addi. Sub Treasury. Ernakul<11n 3 17,32 1 

I 29,14 1 
Sub Tre.isury. Ernakulam 3 12.137 
Sub Treasury. Thalasscry I 3. 123 
District Treasury. K;isargod I 20.858 
Sub Treasury. Kayamkulam 2 51.191 
Total 75 33.82.976 
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Appendix XXVI I 
Percentage of avings on major items 

(Reference: Paragrap h 3.1. 7: Page 37) 

OudgN Expendllnre Suvini:s 
nro'i, ion 
XU.53 (IJ.53 17.00 
b2.5J 12.'>8 49.55 
5Ci SU 36-16 201).1 

II Ull b.!!O 4 20 

10.Xll J .54 7.2<1 
l< .00 5 77 2 23 
1% 142 0.54 

I 'JI 1.46 045 

2 "' 
14!< 0.611 

2.CJ'I I.bl 0 48 

7.511 ll.71 (1.79 

15 no 11 96 3.0-1 

15 ()() 2.J 1 12"9 

275 1.% 0 79 

:? ')II l.7J I 17 
l h) 1.92 11.7 1 

A ppendix XXVlll 
Inspection repor ts pending disposal 

(l{cfcrencc: raragraph J .1-47; Page 47) 

Year · No. of paragraphs 

1990-01 4 

1991 -92 2 

1992-93 7 

1993-94 3 

199-1-95 -
1995-96 -

1996-97 16 

1997-98 -

1998-99 -

1999-2000 16 

2000-0 1 17 

1001-02 -
:?002-UJ 14 

:?003-04 L\ 

Total 92 
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Appentliccs 

(Rupees in crore) 
Perrenla&e 
ofsavint!S 
21 

1'> 

. 35 
JR 

67 

28 
28 
:?4 

JI 

23 

90 

20 

85 

29 

-10 

27 



Audit Report (Civil) for the year ended 31 March :J004 

Appendix. XXI X 
Profile of Kollam District 

(Reference: Paragraph 3.2.1 Page 49) 

' District lland book 
Geographical area 2491 so.km 
Forest cover 81438 ha 
Sown area 141838 ha 
Non-agricultural land 23421 ha 
Waste land 8072 ha 
Total population 
Male oooulation 
Female copulation 
Density of population 
Scheduled castes population 
Scheduled tribe population 
Literacy rate 

Male 
Female 

Birth rate 18 
Death rate 6.3 
Infant mortality 14 
Life expectancy 

Male 72.2 
Female 78.1 

Occupational profile 
Main workers 
Marginal workers 
Others 
Poverty enumeration 

Total number of families 4,8 1,223 
No. of BPL families 1,75,61 7 (39.32 per cent) 
Scheduled caste fami lies 4 1,166 
Scheduled tribe families 1,532 
Others 1,32,919 

Other details 
Railway track 143.23 km 
National Highway 136.65 km 
State Highway 132.80 km 
PWD Road 1774.50 km 
Water Transport System 63.80 km 
Schools 
Hieh schools 213 
Unner Primary school 208 
Lower Primary school 475 
Arts and Science Colleges 13 
Medical institutions 
Allopath1c system 83 

Bed strength 2156 
Ayurveda System 9 

Bed strength 190 
Homoeo system 4 

Bed strength 91 

186 

2001 census 

25.85 lakh 
12.50 lakh 
13.35 lakh 
1038 per so.km 
3.23 lakh 
5190 

94.43 
88.18 

6,54,823 
1,73,743 
17,56,642 



SI. 
No. 

I. 

2. 

3. 

4. 

5. 

<i. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14 

ppcndix XXX 
Del ails of\ ater Su pply chemes under execution 

(Reference: Paragr:.ip It 3.2. I I: Page 50) 

Appendices 

(Rupee.'i ;,, lakli) 
Nnnu.• of scheme Population lo l\10111h & Estimated Expenditure Remnks 

he covered ~ear or COSI as on March 
(199 1 censu~) ~auction 2004 

LIC au.k<l Rural Wa1c1 Supply 24325 M.1rch I •)')5 529.48 !)•).01 Certain pipes 
scheme 10 Och1r.1 procured. Work 

not commenced 
due 10 non-
availability or 
land. 

LIC :mlcd Rur:il Water Sup1>I~ 43111)1 March 11)1)7 440.00 122.00 ..Jo-
scheme to Karunagappa lly 
LIC aided Rural Water Suppl~ 38301) March l<)CJ7 1)20.00 28.27 -do-
scheme 10 Chavara 
LIC aided Rural W:uer Supply 45722 March 1997 894.00 0.59 Work not 
scheme 10 Pa11111an.1 commenced due 

to 11011-
availability or 
land. 

LIC aided Rural Water Supply 37717 November 995.00 0.00 -do-
scheme to Thc\alakkar.t 1999 
LIC :uded Rural Water Suppl} 15813 Nove111h1.:r 640.00 0.00 -do-
scheme to Thekkumhhagam I<)•)') 

CWSS to Alappad an<l ClappanJ 45845 1997-98 723.00 70.61 Non-availability 
\ 1llagcs ofland." 
CARWSS 10 Kul:ithupu1.ha :rnd 11 8043 October 418.00 113.61 Certain pipes 
adjoining vi llages IW3 procured. Work 

not commenced 
due to non-
availabi lity of 
land. 

CARWSS to Pa1ha11arura111 and 1·wg33 Octoher 378.00 114.58 -do-
odJ0111i11g vi llages 1'!93 
CARWSS 10 Kouar.tkkara and 113518 April Ci 140.00 -'23.07 Trio! run 
adjoining "1llages I ')I) I conducted m 

December 2000 
but not 
commenced yet. 

RWSS to Pennad and Ponayam 50398 March 564.00 41 .63 Partially 
1997 commissioned 

(A portion of the 
scheme area 
changed with 
direct oumping) 

LIC aided R WSS 10 Kalakkadu 12500 199<1 %.00 53.19 Commissioned 
in January 2002 

ARWSS 10 Mundro 1slantl 15000 2000 43.72 42.03 Commissioned 
in September 
2003 

Worl<l llank aided WSS 10 125000 llJ8Ci 758.00 813.00 Commissioned 
Chuhra and adio111111u P:rnchavats in 1999 
Toral 825714 192 1.59 

p . 
Mc1111011 wns made 111 par.1 7 14. 10 of the Report of the Comptroller anti Auditor General of India 
(C1v1l) for the year ended JI March 200 I about the delay in 1mplemc11tation. 
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A udir Report (Cil'I/) fur rite rl!ar 1!11d1!d 11 Marr It 1004 

SI. 
No. 
I. 

2. 

3. 

4. 
5. 

(1. 

7. 

8 

1). 

10. 

11 

12. 

13. 

14. 

15. 

"' 

17 

ppcndix XXXI 
i'lon-ulilis:llion of Assets/F:icili tic 

(Reference: Paragraph 3.2.36; Page SS) 

Name of llo~pirul Puqiose of C'on~lruction 
Dote of 

co11111letion 
Primary Health C'cnin:. l.P. Ward (20 lieus} 1(1.7.1999 
Pan pally 

Primary Health CcnlfC. l.P. Ward ( 12 beds) 4 '95 
Chadavamanualam 
Primary Health Ccn11 c. l.P. Ward (IS he<l>) 2001 
Madathara 
Pnmarv Health Centre. Pattt11h1 l.P. Ward ( IC1 hcdsl NA 
Primary Health Centre. l.P. Ward ( 12 heds) 20.10.70 
Kalakode 
Primary Health Centre. l.P. Wan.I (12 beds) 19.6. 1992 
TI1azha\a 

Primary Health Centre. 1.P. ward (10 heds) 2001 
Mynagarally 
Primary I lcalth Centre. l.P. Ward (4 hcds) 2001 
Kulathun11/ho 
Primary Health Centre. Pl IC' Building 200<1 
Sreena rayananuram JM PLAO) 
Primary Health Centre, Nc1" huildmg 1212002 
Timkkov1lva1tom 
Pnmary Health Cemre. (i) (> 4uuncrs to the 1974 
Nedum:rnca"u Hospual 

(1i) IP Ward (10 hcds) 7.8.2002 

(iii) Post-monem Room NA 
Primary Health Centre. (i) l.P. Ward (10 heds) 17. 10.91 
V1lakudy (i1) Office huildmg 20.3. 1980 

(i11) lmmunisallon Block 2. 10.1998 
Primary Health Centre. PHC Building NA 
Kunnathur 

Taluk HQrs Hospital. Punalur (i) Pcd1a1nc ward (24 31.1.1998 
beds) 

(1i) Canteen Build111g NA 

Go' t. Hosp11:il. l\ccndakara (1) X-Ray Unit l0.7.20()() 
(Rs 2.55 lakh) 

(11} Lahour Room and 16.8.2000 
Opcrallon Tiieatrc 

Taluk HQrs 1 lospllal. (i} Blood 13:111 k 
Kamnagapall) Bu1ld111g 

NA 
(11) ICC U111t 

Taluk Hospital. KotlarJkkura (i) Comfort Sta tion 2002-03 

(ii) Blood Bank 27.11.1997 
Ouildml; 
(Rs 3. 77 lakh} 

01 A vai lablc 
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Reasons for non-
utilisaiton 

For \\ant of 
mec.ltcal/ 
paramedical sta!T 

-do-

-do-

-do-
-do-

For want of 
medical/ para 
medical s taff 

-do-

-do-

Building is not 
sufficient 
For wanl of power 
and water supply 
Away from the 
Hospital 
For want of power 
and water supply 

For want of 
medical/paramedic 
al staff 
Constmction not 
in accordance with 
the norms of 
Health Services 
For wnnt of 
medical para 
medical slaff. 
Unauthorised 
encroachment 
For want of 
opcratmg staff. 

For want of 
nie\11callpara 
1m .. 't.lical staff 

-do-

For want of 
equipments 
For want of power 
and water supply 
For want or 
oreratmg slaff and 
licence 



Appendices 

,\ppen IX , ' - OllC' d. XXXI C Id 
SI. 

Nmne of Hos11itnl Purpose of construction 
Date or Reasons for noa-

No. completion utJliS1lton 
IS Pnmary Hcallh C'c111rc. (i) 1.P Ward (1 7 hM) 

Peru man (11) l.P. Ward (7 heds) 
(iii) Flood RclicrCamp 

Shc<l '.A -do-(1v) Labour Room & 
Equ1rme11ts 

(\) 2 mor111ancs \\ tth 
c4uipmcn1s 

I'> Gm 1. Hosrual. May~~Jnad (1) Labour Room 1993 Want of 
(ii) Opcrntion thc;itrc 1993 medical/para 
(iii) Laboratory 11102 medical stafT 

20 Gm t. 1 lospital. NccndJkar:i Out ofr.O hcds available 
only 113 1s u11li~.:d and A -do-
1hc balance is unutilised 

2 I. C'ommu111t) I lcalth C clllrc. (1) Opcra11on Theatre A -do-Pathanapur:im (II) Lahour Room 
22. Communi ty Hcallh Cc111rc. (i) Ma1crn11y Ward NA -do-

ThnkkaJa\ ur (ii) Operation Theatre 
23. Primary Hcahh Centre. Ambulance vehicle 2000 Ambulance 

Chadayamangalam allollcd to the 
M.O. is in the 
custody of the 
Panchayat without 
any orders from 
GO\cmmcm 
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Audit Repor1 (CM/) for 1/IC' year e11ded 31 March 2004 

Year 

1990-91 

1992-9.' 

1993-94 

11)94-95 

1995-% 

19%-97 

19'>7-98 

199R-99 

19119-2000 

2000-01 

2001-02 

2002-0J 

Total 

Appendix XXXll 
Department-wise and age-wise details of outstanding I nspcction Reports ( I Rs) 

(Reference: Paragraph 3.3.42; Page 68) 

Indian System~ or 
Homoeopathy 

Ayurvcda l\lcdical Homoeopathy l\ledlcal 
Medicine Education Education 

Number Nu mber of Num~r Number of Number Number or Number Number of 
of I Rs rar-.tl!ranhs of llb Paral!ranhs of IRs Panlt!nlllhS of I Rs l'arai:raphs 

I I .. .. .. .. .. .. 

.. .. .. .. I ~ -

- - - - I I - -

I 2 .. - 3 7 - -

J J 2 3 I I - -

I 2 .. - I 2 - -

1 4 .. - 2 2 - -

J 8 I I I J I 5 

9 18 3 5 5 II - -

16 .!6 3 J 2 8 I 2 

23 37 15 21 5 15 2 3 

50 87 IJ lb 6 13 2 3 

109 188 37 49 28 65 6 13 
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Appendi x XXX lll 

Occupations/processe in \\ hich employment of children are prohibited 
The chedule ( ection 3) of Child Labour (P&R) Act 1986 

(Reference: Paragraph 3.4.1; Page 70) 

PART A - OCCUPATIONS 

l\11y occupa11011 connected with 

l Transport or passengers. goods or mails by railway 

2 C111dcr picking. clearing or an ash r11 or build111g operation 111 the railway premises 

3. Work 111 a catering csrnhhshmcnt al a ruilway sta11011. involvi ng the movement of a vendor or 
any other .:mployee of 1he estahhshment from one platfom1 10 another or 1n10 or out of a 
1110\'lllg tram 

-1 . Work relatmg to 1he co11Struc11011 of a rail way station or wi th any other work where such work 
1s done Ill close proximity to or between the railway lines 

5 A pon authomy w11h1n the limns of any ron 
(1 Work relating 10 selling of crackers and fireworks m shops w11h temporary licences 

7. Aha1101rs.'slaughter houses 

8 Automobile ''orkshops and garages 
I) Foundries 

10 Handling or toxic or mnammahlc substances or explosives 

11. Handloom and rowerloom industry 

12. Mines (Underground and Underwater) and collieries 

13 Plas11c units and fibreglass workshops 

PART B - PROCESSES 
I. B1d1-making 
2. Carpet wca~1ng 111cludmg preparatory and incidental process thereof 
) . Cement manufacture. 1ncl11d1ng baggrng of cement 

-I Cloth pnn11ng. dye111g and \\Ca,mg including processes preparatory and incidental thereto 

5 Manufacture of marches. explosl\ es and fire works 
(1. M1ca-cu11111g and sph1t111g 
7. Shellac manuracrurc 

8 Soap manufoc:ture 

9 Tanning 

10 Wool clca11111g 
II Bu1ld111g. and cons1ruc11on 111dustry 111cluding processing and rolishmg of grantte stones 
12 Manufacture of slate pencils (including packmg) 
13. Manufacture or product from agate. 

14. Manufacturing processes using toxic 111c1als and substances. such as, lead. mercury, 
manganese. chromium. cadmium. hcn1.ene. pcs11c1des and asbestos 

15 . "Ha1ardous processes" as defined in Sec. 2(cb) and dangerous operations as defined in rules 
made under Scc.87of1hc Factories Act, 1948 (63 of 1948) 

16. Pri111111g as defined in Sec 2(k)(1v) or the Factories Act. 1948 (63 of 1948) 
17 Cashew and Cashewnut dt-scaling and processing 
18. Soldering processes in elec1ro111c 111dustrics 
19. · Aggarbat11' manufacturing 

20. Automobile repairs and 111am1enancc 1nclull111g processes incidental thereto. namely. welding. 
lathe '~ork. dent bea1111g and pa11111ng 

21 Onck Kilns and Roof Illes un11s 
22. Couon g111n1ng and rrocl'SSmg and producuon of hosiery goods 
23 Dctcrgc111 manufacturing 
24. Fabncauon workshops (ferrous and non-ferrous) 
25. Gem cu11111g and polishing 
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Appendix XXX III - Concld. 

26. Handling of chromite and manganese ores 

27. Jute textile manufacture and eoir making 

28. Lune Kilns and manufacture of lime 

21J. Lock m;1k111g 

JO. Manufacturing processes h . .l\ing exposure to lead such as primary and secontlary smelting. 
welding and cutting oflcad-paintcd metal constructions. welding of g;1lvanised or zinc silicate. 
polyvinyl chloride. m1 x111g. (hy lwntl) of crystal glass mass. sanding or scrapping of lead paint. 
burning of lead in enamelling workshops. lead mining. plumh1ng. ea hie making. wire 
patenting. lead casting. type foundi ng in printing shops. store type setting. assembling of cars. 
shot making anti lead glass blowing. 

JI. Manufacturing ofce111e111 pipes. cement products and other related work 

32. Manufacturing of glass. glass\\ arc including bangles. lluore!'ccnt tuhcs. hulhs ;111d other similar 
glass products 

33. Manufacture of dy<.-s and dye stuff 

34. Manufactunng or hamllmg ofpesucidcs and inscctieidcs 

35. Manufacturing or processing and handling of corrosive and toxic suhstances. metal cleaning 
and photo engraving and soldering processes in electronic industry 

JCi. Manufacturing of burning coal and coal hriqucncs 

37. Manufacturing of sports goods 1m olving exposure to synthetic ma terials. chemicals and 
leather 

JS. Moulding and processing of !ihrcglass and plastic 

JI). Oil expelling and refinery 

40. P:1pcr maki ng 

41. Poucries and ceramic industry 

42. Polishing. moulding. cutting. weltling and manufacture of hrass goods in all fonns 
4~ .) . Processes in agriculture where tractors. threshing and harvesting machines are used and chaff 

cutt ing 

44. Saw mill-all processes 

45. Scriculturc processing 

46. Skinning. dyeing and proc1.-sses of manufacturing of leather and leather products 
47. Stone hreaking and stone crushmg 

48. Tobacco processing. including manufacturing or tobacco. tobacco paste and handling of 
tobacco 111 any form 

49. Tyre making. repairing. re-treading aud graphite benefication 
50. Utens ils making, polishing and mcrnl huffing 

51. Zari making (all processes) 

52. Electroplating 

53. GrJphitc llO\\dering anti i11c1dcntal processing 

54. Grind111g and gla1.ing of metals 

55. Di;1111ond culling and pol ishing 
5(1. Extrac11011 of slate from nunc.-s 
57. Rag pick ing and scavengi ng 
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SI. Name of OistricU 
No. Constituency 

ALAPPUZHA 

I. Panda lam 

2 -do-

3. Kunanad 

4. -do-

5. -do-

6. Han pad 

7. Kayamkulam 

PATHANAMTlifTTA 

8. Pathanarnthitta 

9. -do-

Appendix XXX IV 
£,ecution of\\orks not covered under the scheme 

(Reference: Paragraph 3. 7.12: Page 95) 

Amount Expenditure Year in 
Details of work sanctioned incurred which 

(Rs in lakh) sanctioned 

Construction of 
compound wall to 
Karumalakbl 
Orphanage 1n 3 00 2.92 200 1-03 
Chamakara 

Construction of 
compound wall Lo 
HariJun Colon} 1.5 

ot 
2002-03 

temple 111 
com pleted 

Tha1hakara 
Concreting of Bus 
Station Yard. 16.00 15 .94 2002-03 
Edathua (KSRTC) 

Construc11on of 
Library huild111g for 
Cochin Un1vcrsay 

9.00 9.23 2002-03 College of 
Engineering. 
Pul111kunnu 
Construction of 
MC A Block 111 

Not 
Coch111 Un1Yers1ty 15.00 

completed 
2003-04 

College of Engg .. 
Pulinkunnu. 
Purchase of Lab 
11crns/Spcc11ncn 111 

1.50 1.50 2002-03 Govt HSS. 
Ayaparambu 
Comfon Statton of 

Work in KSRTC Bus Statton. 10.00 2003-04 
Kayamkulam progress 

Construcuon of 
building for OEd 6.10 - 2002-03 
Centre. Ehmthoor. 
Ass1st:rncc to 
cancer care centre 
society for 
completion of 15.00 5.00 2003-04 
payward 1n 
Ko.i:hcnchcry Govt. 
Hospital 
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Remarks/ 
reasons 

Works belonging 
to Trusts. 
Registered 
societies and 
private 
institutions are 
not permissible 
as per guidelines 

Works in places 
of religious 
worship are not 
permissible 

Works belonging 
to commercial 
organisation not 
permissible 

Self financing 
institution 

-do-

Purchase of 
inventory not 
permissible 

Work of 
commercial 
organisation 

Sci f financing 
111st1tution 

Work belong to 
Registered 
societies not 
perm issible 
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SI. Name of District/ 
No. Constituency 

ERNA KU LAM 

10 Angamaly 

11. Kothamangalam 

12. Perumba\ oor 

13. Angamaly 

KOZHIKODE 

14. Vadakarn 

15. Meppayar 

16. -do-

Total 

Details of work 

Construcuon of 
shopping complex 
building at 
Karuku11y 
Reconstruction or 
office building for 
Varapeny 
Panchayat 
Development of 
baffa llo market 
Doctors· quarters 
for PHC Chully 

Purchase of 15 
wooden cots 
Construction of 
office building for 
Kunnurnmal grama 
Panchayat 
Office building for 
Kuniadi GP 

ppcndh. XXX I V - Condd. 

Amount I Expenditure 
sanctioned incurred 

(Rs in lakh) 

10.00 9.50 

15.00 ot started 

3.50 3.45 

5.00 4.74 

0.50 0.42 

7.00 Not started 

10.00 <) 84 

128.10 62.54 
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Year in 
which 

sanctioned 

2002-03 

2002-03 

2001-02 

2002-03 

2003-04 

2001-02 

2002-03 

Re marks/ 
reasons 

Commercial 
purpose 

Office building 

Commercial 
purpose 
Residential 
quarters not 
permissible 

Purchase of stock 

Office building 

Office building 



SI. 
District LAC No. 

I. Th1ruvanan1hapuram Attmgal 

2. -do- -do-

3. -do- Th1ruvanan1hapur.1m 
North 

4 -do- Thiruvananthapurnm 
West 

5. -do- -do-

6. Thiruvananthapuram cyyatt inkara 

7. -do- -do-

Total 

Appendix XXXY 

Delay in exerution of works 
Works not arranged 

(Rcfercnt·e: Paragraph 3. 7.1 S; Page 96) 

Desrription of Date of 
Estimate 

Implementing 
(Rs in 

Work A.S 
lakh) 

Officer 

Building. 3.1 .2003 4.00 BDO, 
Go,crnmcnt Chirayinki l 
H.S .. At11ngal 

Building for 13.2.2002 5.00 -do-
Veterinary 
Hospital. 
Kadal..avoor 

Cloak room m 27.6 .2003 0.50 Exe. Engineer. 
Vamyurkavu PWD, Building 
Market Dn .. 

Thiruvanantha-
puram 

Library Hall for 22.3.2003 2.00. -do-
ITI. Chacka 

Re-construction of 6.5.2003 5.00 Executi ve. 
Foo1 bridge across Engineer, PWD 
Parvathy Puttanar Roads Dn., 

Thiruvanantha-
pt•ram 

Cons11 uc11on of 20.2 .2003 1.00 Exccuuve 
wood bridge al Engineer, PWD 
Chirakonam Roads On .• 

Thiruvanantha-
puram 

Cons1ruc11011 of 22.3.2003 1.00 -do-
Poovannla bridge 

18.50 

195 

Appendices 

Remarks 

No volunteers 
to take up 
work 

-do-

Tendered. No 
response. 

-do-

-do-

-do-

-do-
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I. 
Dl~lrict LAC 

No. 

I. Pathanamth11ta Aranmula 

2 -do- -do-

3 -do- Kalloopara 

4 -do- -do-

5 -do- Konny 

6 -do- -do-

7. -do- -do-

8. -do- -do-

9. P;.ithanam1h1tt:i P~mdahlm 

10 -do- -do-

\ppendi~ XXXVI 
Dela~ in arranging works 

(Reference: Paragraph 3.7.16; Page 96) 

Date of 
Estimate 

Description of Work (Rsin 
A.S lakh) 

\1ctal 111g and tainng ot 3 5.2002 I 00 
Sasthakan1>:idy 
K<11111;111 Ro:id 

Implementing 
Officer 

llDO. 
Ko1pur.im 

Metal mg and tarring of 16.5.2002 I 00 -do-
Thc\.111thundilpadv -
C'SI Church road 

llutldmg for< im t. l P.S .. 18.5 2003 2.00 BDO. 
Vallamkul:im Ko1puran 

Cn11crc1111g nf \'cn111kula111 18.6.2003 1.50 -do-
- Ruthapally road 

Mctal111g :llld tamng of 23.7.2002 2.00 llDO. Konni 
Thun<l1yilpad) -

cdumuripady road 

'v1e1al 111g and tarrmg of :n 1 2002 2.00 -do-
Kl/hakupur.tm - Puhmoodu 
rood 
Pro' 1dmg chipping carpet 23 7.2002 2.00 -do-
to \'akayar estate -
Ru1hap~1lh ro:id 
ConstructlOn llfThckkunath 23 7.2002 0.50 -do-
- Kuratl11yad road 
Metal mg and 1ilrr111g of 14. 12.2002 2.00 1300, 
Kur.1va~t1lpady Kul;.inada 
Kali)ilpady road 

Mc1al111g Jnd tarring of' 16 5.2002 1.00 -do-
Ambad1y1l lhgh School 
Jn Road 
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Remarks 

Agreement 
executed on 
20.8.2003 (after 
15 months) 
work 
completed. 
Agreement 
executed on 
2. 12.2003 (after 
6 months) '' ork 
completed. 
Agreement 
executed on 
9.2.2004 (after 
8 months) work 
completed 
Agreement 
executed on 
7.2 2004 only 
(afler 7 months) 
work completed 
Agreement 
executed on 
18.2.2003 only 
(afler 6 months) 
work completed 
-do-

-do-

-do-

Agreement 
executed on 
21. 1.2004 on ly 
(after 13 
months) 

Agreement 
executed on 
12. 11 2002 
(after 6 months) 
work completed 
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Appendix XXXVI - Concld . 

SI. Date of 
Estimate 

Implementing 
District LAC Descript ion of Work (Rs in Remarks No. A.S 

lakh) 
O fficer 

l I. -do- Aranmula '-1ctal11ng and tarring of 16.5 2002 1.00 -do- A&rreement 
Manganumala - executed on 
Lckshnm ecdu colony road 27. 11 .2002 

(after 6 months) 
work completed 

12 Emakulam Kothamangalam 13uilding for P H.C. 6.3.2003 s 00 Exe. Engineer, Agreement 
Chcra\'athut Buildings Dn .. executed on 

Moovattupu1ha 14. l l .200J 
(after 8 months) 
work not started 

13. -do - -do- Reconstruction of Yarapctty 25.3.2003 15.00 Exe. Engineer. Agreement 
Panchayat Office PWD executed on 

Buildings 31 .12.2003 
D1vis1on. only (after 8 
Ernakulam months) 

14. K o1h1kode Koduvall y Audnonum cum class room ::!8. 10.2002 5.25 BDO. Agreement 
for Govt. H.S Poonoor Balusscry executed on 

9.6.2003 only 
(after 8 months) 

Total 41.25 
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Append ix XXXVll 
Depa rt mcnt-\\ ise derails of outstanding I nspcction Reports and Paragraphs as on 

30 June 2004 
(Reference Paragraph 4.7.9; Page 138) 

Number of I Rs/Paras 
SI. Name of Department outstandinl! 
No. IRs Paras 

I. Agricuhllrc 995 3470 

2. Co-operation 70 155 

3. Cultural Affairs 65 455 

4. Election 4 11 

5. Fin:mcc 974 3665 

6. Fisheries and Pons 148 562 
7. Food and Civil Supplies 65 99 
8 General Administration 44 162 

9. General Educa11on 1918 4885 
10. Harbour Enumccnnl! 34 54 
I I. Health and Family \\'elf:tre 1507 4532 
12. Higher Education 986 3252 
13. Home 177 499 
14. Housmg 12 144 
15. Industries 147 498 
16. Information Technolo!?.v 2 21 
17 Kcrala Public Scrm:c Comm1ss1on 7 17 
18 Labour and Rchab1lita11on 297 578 
19 L:J\\, 2 2 
20. Leu1slature Secretariat 14 69 
21. Local Sci f Government 615 8786 
22. Non-Resident Kcral11cs Affairs I 2 
23. Personnel and Adm1111strat1vc Reforms 8 64 
24. Plannmg and Economic Affairs 31 107 
25. Public Rclauons 3 14 
26. Public Works 694 2479 
27 Revenue 401 1089 
28. Rurnl Development 254 874 
29. Sa1111k Welfare 29 46 
30. Scheduled Castes and Scheduled 1 nbcs Development 179 629 
31 . Science. Technology and Ell\ 1ronmcnt 47 355 
J2. Social Welfare 124 293 
33. Taxes 147 280 
34. Tourism I 3 
35. Tran soon 40 67 
36. Water Resources 920 2670 

Total 10962 40888 
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Appendix XXXVlll 
Statement sho'' ing the ycnr-wisc position and nature of irregularity of outstanding 

Inspection Reports 
(Rrfcrence: Paragra11h : 4.7.9; Page 138) 

a) Year-wise :mah sis 
I ndustrie~ Department Insurance Medical Services Oenartment 

Period Number Number of Money value Number Number of Money value 
of IR~ oara2raphs (Rs in lakh) of I Rs oarae.raohs (Rs in lakh) 

Upto 1999- 9 14 1923.38 47 11 8 166.58 

2000 
2000-01 14 2:9 1198.70 24 50 5.92 

2001-02 18 63 4682 91 18 44 5372. 15 

2002-03 27 76 6966.34 18 44 535.93 

2003-04 8 37 2148.32 12 19 6.30 

Total 76 229 16919.65 119 275 6086.88 

b) Nature of lrre1mlarit\ 
Industries Department 

SI.No Nature of lrregularit) 
Number of Amount 
para1?raohs (Rs In lakh) 

I Adnmce oendinc. ad1us1ment 5 1659.55 
2 Drawal of funds 111 advance of requirement 8 2 125.49 

3 Excess pnym1:111 of personal clauns 67 4.61 
4 Idle 1n\estme111 10 373.72 
5 Outs1andin11. loans. interest and other dues 29 7675.04 
6 Non/arrcgului implementation of schemes 66 3572.98 
7 Others 44 1508.26 

Total 229 16919.65 
lrm1rance l\ledical Service Department 

I Time c\01rcd 'slo\\ mO\ 11111. med1c111cs 30 25.28 
2 Irregularities 111 local purchase of 7 3.85 

mcd1c111cs 
3 Advances ocndtnl!. ad1ustmcnt 12 620.66 
4 Delay 111 scttleme111 of workers 1nsurcJncc 3 3.93 

claims 
5 Idle equ1prncn1. Buald1111!S 30 6.39 
6 Idle man power 12 1.51 
7 Loss ThefttM 1saooroon:it ion etc. 14 24.38 
8 E\cess payment of ocrson:.il claims 90 3.35 
9 lrrc).(ulant1cs 111 Diet management 5 1.76 
10 lrrcgulanttcs 111 cash m<mngcment 27 2.59 
11 Others 45 5393. 18 

Total 275 6086.88 
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SI. 
No. 

I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Appendix XXXIX 
t:1tcment showin~ 1111 rnhcr of par:igr uphs for which Action T a ken Notes had not been 

furni\hed by the \ d ministrative Department 
(Reference: l'nragr aph : 4.7.10; Pa~e L'9) 

Audit Repor t 
Number of 

Name of Department Par a No. Audit 
for the year 

Paragraphs 

Agncuhure 2002-03 3.1. 4.1. 1 2 

Cultural A tfair~ '.!002-03 4.2.1 1 

Flect1on 2002-03 4 .2.2 I 

Finance 1993-94 2. 12 

1997-98 2.8 

1998-99 1.9.1. 11 
9 

1999-2000 3.6,3.7 

2000-01 1.7 

2002-03 4 .6. 1.5. 1 

Fisheries & Ports 1995-96 3.7. 3.8. 4 . 15 

199'>-2000 3. 10. 5 2 

2000-0 1 7.5. 
7 

2002-03 4.2 3 

Forest & Wild Life 1993-94 4. 16 I 

General Education 1993-94 J . 10 

1998-99 3.8 

2000-0 I 3.8 9 
2001-02 7.5. 7.6 

2002-03 4 . 1. 1, 4.4.1 , 4.6.2. 4.6.3 

Health & Family Welfan: 1997-98 3.8 

1998-99 3.9 

I 999-2000 3.2. 3. 13. 3. 14. 3. 15 

2000-01 3. 1. 3.2. 3.9, 3.10. 7.6 19 

'.!001-02 3.5 

2002-03 3.2. 3.4. 4. 1. 1. 4.4.2. 4.5. 1. 
4 .6.3, 5.1 

Higher Educa11on 1996-97 7.12. 7.13 

2000-0 1 7 8. 7 9. 7. 10 6 
2002-03 4 .2.4 

Home 2002-03 J .6. 4.5.'.! 2 

I 11dustncs 19%-97 7.2 1 
1999-2000 3 .19. 7.7 

2000-01 3 12.3. 13.3.16. 7.7 
8 

2002-03 4.5.J 

lnform:111on l cchnology 2002-03 4.6.4 I 
Labour ::md Rchabili1at1on 2002-03 3.3. 3.4 2 
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• . f)l)Cll I'( - one \ ti' XX\'.IX C kl 

SI. Audit Report 
Number of 

Name of Dcpartmeut Para No. Audit 
No. for the year Paragraphs 

14 Local Sci r GO\ ernmcnt 1998-99 6. 15 

1999-2000 3.3. 7 16. 7. 19 
II 

2001-02 3. 1. 3.2. 7. 7 

2002-03 4.3. 1. -U.4. 4 .6.5. 4.6.6 

15 Public Work~ and Tr.insport 1997-98 4.14 
1998-99 2.4. 4. 12. 4 . 17. 4. 18. 4 .20 

1999-2000 3.21, 4.5. 4 .6. 4 .8. 4.9. 
4. 11. 4. 12. 4 13. 4. 14. 4.15 

31 
2000-01 4.9. 4. 10. 4.14. 4 .15 
2001-02 4. 1. 4.2. 4.3. 4.4, 4.5. 4.6, 

4.7. 4 8 
::'.002-03 4.3.2. 4.4.3, 4.5.5 

16 Planning Jnd l:.cononm: 2001-02 3.6 

Affairs 
I 

17 Re\'enue 19%-97 } .10 
2000-01 3.19. 3.20 

8 
2001-02 3.7. 18 
2002-03 4 .2.5. 4 .2.6. 4.6 .7 

18 Scheduled Castes and 19%-97 2.8 

Scheduled T11bes 2001-02 3.9. 3. 10 3 
Development 

19 Social Wei fare 2000-0 1 J .21 

2002-03 3.4 
2 

20 Taxes 1997-98 3. 18 I 

21 Water Resources 199J-94 4 .5. 4 6 

I 995-96 4 .6. 4.7. 4.8. 4 9 

1996-97 4.3. 4 .5. 4 .8 

1997-98 4.10 

1998-99 3. 16. 4 .8. 4.9. 4 . 10 30 
1999-2000 4.2, 4 .3. 4.4, 5. 1 

2000-01 4. 1. 4 .3. 4.4. 4.5. 4.6 

2001-02 4 .10 

2002-0J 3.5. 4.2 7. 4.4.4. 4.4.5, 
4 .5.6. 4.6 .8 
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