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Preface

This Report of the Comptroller and Auditor General of India has been |

prepared for submission to the President under Article 151 of the Constitution
for being laid before the Parliament.

The report, covering the one year period 2011-12, contains significant results
arising from test audit of transactions of Scientific and Environmental

Ministries/Departments of the Union Government, autonomous bodies |

funded by these Ministries/Departments and other scientific institutions
engaged in research and development and scientific pursuit.

This Report contains 12 audit paragraphs, which include three long |

paragraphs on:

® EDUSAT Utilisation Programme of Indian Space Research Organisation

e Public Private Partnership for setting up of ‘The Centre for Genomic |

Application’ by Institute of Genomics and Integrative Biology
e Maintenance of Farakka Barrage and its ancillaries

The observations in this Report are those which were noticed by Audit during

2012-13. For completeness, the observations relating to earlier years, not |

covered in the previous Reports, have also been included, wherever pertinent.

Similarly, results of audit of transactions subsequent to March 2013 have also |

been mentioned, wherever relevant.

Audit has been conducted in conformity with the Auditing Standards issued by
the Comptroller and Auditor General of India.
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Overview

Introduction

This report of the Comptroller and Auditor General of India (C&AG) relates to
matters arising from compliance audit of the transactions of nine Scientific and
Environmental Ministries/Departments of the Government of India. The report
contains eight chapters. Chapter |, in addition to explaining the objective of
preparing this report, defines audit scope and methodology and also provides a
synopsis of significant audit findings and observations. Chapters Il to VIl present
detailed findings/observations arising out of the compliance audit of Scientific and
Environmental Ministries/Departments and the research centres, institutes and
autonomous bodies under them.

Important areas of concern highlighted in the current report fall under the following
broad categories:

. Inefficient project management;
° Weaknesses in procurement and contract management;
. Financial benefits extended to employees without requisite

approvals; and
. Deficient internal controls

An overview of the specific audit findings included in this report is given below:

Inefficient project management

EDUSAT Utilisation Programme

EDUSAT, launched by the Department of Space in September 2004 was India’s first
thematic satellite dedicated exclusively for educational services to provide distance
education service to remote areas of India. The total investment was 3549.09 crore
comprising of direct investment of ¥282.76 crore towards the launch of the
spacecraft and further expenditure of ¥266.33 crore on establishment of ground
network.

It was observed in audit that EDUSAT failed to effectively achieve its objectives due
to deficiencies in planning for the network connectivity, content generation and
failure to have a robust management structure. There were deficiencies in actual
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implementation of the programme such as delay in establishment of ground
network, idling of network connectivity, disparities in the allocation and idling of
satellite bandwidth, inadequate content generation and deficiencies in monitoring
and evaluation. The replacement strategy for the existing satellite was also deficient
resulting in idling of operational networks. Thus, the objectives of implementation of
EDUSAT could not be met fully even at the end of its life.

(Paragraph 3.1)

Public Private Partnership for setting up ‘The Centre for Genomic Application’ by
Institute of Genomics and Integrative Biology

Institute of Genomics and Integrative Biology (IGIB) signed an agreement with the
Institute of Molecular Medicine (IMM), a private partner for setting up ‘The Centre
for Genomic Application” (TCGA). IGIB did not follow due diligence before selecting
the Brivate partner. The agreement with IMM did not have adequate provisions for
safeguarding interests of Government. TCGA could not achieve self-sufficiency, as
envisaged. The pricing policy for its services was uneconomical. The financial
practices of TCGA leaned in favour of the private partner, due to undercharging of
services rendered, booking of expenditure unrelated to TCGA in its accounts and not
charging the partner for use of equipment belonging to IGIB. The monitoring
mechanism established for TCGA was lax. Advisory Council of TCGA did not issue the
policy framework and guidelines for operation of TCGA by the private partner. The
objective of TCGA in becoming a national research facility and a shared resource for
use by universities, industries and laboratory groups remained largely unachieved.
The activities of TCGA were suspended in August 2011.

(Paragraph 4.1)
Unfruitful expenditure

Central Institute of Mining and Fuel Research, a constituent unit of Council of
Scientific and Industrial Research, failed to utilise technology of energy efficient coke
oven in development of a demonstration/commercial plant. As a result, expenditure
of ¥2.14 crore incurred on the project was rendered unfruitful.

(Paragraph 4.2)

Maintenance of Farakka Barrage and its ancillaries

Maintenance of the Farakka Barrage constructed by Government of India during the
1970s was inadequate. Consequently, there were major gate failures on six
occasions from 1985 to 2011, major systems such as remote control systems for the
gates and navigational lock of the barrage remained inoperative for nearly three
decades. The project management did not have enough spare gates as prescribed by
the Central Water Commission norms. Bed protection works and maintenance works

vi
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on the feeder canal were not undertaken. No action for preventive maintenance of
the barrage structures was taken.

(Paragraph 7.1)

Weaknesses in procurement and contract management

Avoidable expenditure on compensation due to breach of agreement

Nuclear Fuel Complex (NFC) entered into an agreement for procurement of a
minimum quantity of magnesium granules from a private firm for a period of seven
years. No clause to cover deviations in the procurement quantity was included in the
agreement. In the meantime, the requirement shifted to magnesium chips from
magnesium granules. NFC could not revise the agreement and also failed to
document the proceedings of an important meeting with the firm on the issue,
resulting in avoidable payment of ¥1.43 crore towards compensation due to breach
of agreement.

(Paragraph 2.1)

Hasty procurement of equipment without creating infrastructure facilities for
installation

Saha Institute of Nuclear Physics, Kolkata could not install equipment of ¥38.90 crore
for want of required infrastructure.

(Paragraph 2.2)

Parking of a foreign satellite in Indian Administration coordinated orbital slot

Department of Space allowed a foreign private satellite service provider to park its
satellite in an orbital slot coordinated by the Indian Administration and meant for
Indian Satellites, in violation of the country’s SATCOM policy and International
Telecommunication Union’s radio regulations.

(Paragraph 3.2)

Loss due to unsafe transport and belated insurance of consignment

Liquid Propulsion Systems Centre, Mahendragiri did not ensure safe sea transport of
a Liquid Hydrogen Storage Tank procured at a cost of 36.15 crore resulting in
extensive damage to the consignment, due to which additional expenditure of ¥1.36
crore was incurred on repair. Insurance claim of ¥3.39 crore was also rejected by the
Insurance Company due to delay in obtaining the insurance cover.

(Paragraph 3.3)

Vii
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Financial benefits extended to employees without requisite approvals

Inadmissible payment of Transport Allowance

Jawaharlal Nehru Centre for Advanced Scientific Research irregularly paid transport
allowance of ¥69.93 lakh to its employees who were utilising Institute’s transport
facility.

(Paragraph 5.2)

Repeated unauthorised creation and up-gradation of posts by Central Pollution
Control Board

Central Pollution Control Board (CPCB), an autonomous institution under the
Ministry of Environment and Forests (MoEF), created and upgraded posts in violation
of orders of Ministry of Finance, did not comply with guidelines on ad-hoc
appointments and incurred a recurring financial burden of more than ¥3.22 crore per
annum on the exchequer. The repeated breach of delegation of powers by CPCB
indicates the lack of control and monitoring by MoEF over the units under its
administrative jurisdiction.

(Paragraph 6.1)

Irregular introduction of pension scheme and diversion of funds

Indian National Centre for Ocean Information Services, Hyderabad, irregularly
introduced a pension scheme for its employees in violation of the orders of Ministry
of Finance.

(Paragraph 8.1)
Deficient internal c

Avoidable expenditure on hiring of office premises

Science and Engineering Research Board failed to occupy the premises hired from a
private agency, for its office for 22 months and incurred avoidable expenditure of
38.84 crore towards rent.

(Paragraph 5.1)

viii



Report No. 22 of 2013

CHAPTER - |

Introduction

1.1 About this Report

This report of the Comptroller and Auditor General of India (C&AG) relates to
matters arising from compliance audit of the transactions of the Scientific
and Environmental Ministries/Departments of the Government of India and
the autonomous bodies under their administrative control, for the year
2011-12.

Compliance audit refers to examination of the transactions relating to
expenditure, receipts, assets and liabilities of Government to ascertain that
the provisions of the Constitution of India and the applicable laws, rules,
regulations, orders and instructions issued by the competent authorities are
being complied with. Compliance audit also includes an examination of the
rules, regulations, orders and instructions to determine their legality,
adequacy, transparency, propriety, prudence as also their effectiveness in
terms of achievement of the intended objectives.

The primary purpose of the Report is to bring to the notice of the Parliament,
important results of audit. Auditing Standards require that the materiality
level for reporting be commensurate with the nature, volume and magnitude
of transactions. The findings of audit are expected to enable the Executive to
take corrective actions as also to frame policies and directives that will lead
to improved financial management of the organisations, thus, contributing to
better governance.

This chapter, in addition to explaining the planning and extent of audit,
provides a synopsis of the significant audit observations followed by a brief
analysis of the expenditure of Scientific and Environmental Ministries/
Departments, position of outstanding utilisation certificates, position of
proforma accounts of departmentally managed government undertakings,
losses and irrecoverable dues written off/waived and follow-up on audit
reports. Chapters Il to VIl present findings/observations arising out of the
compliance audit of Scientific and Environmental Ministries/Departments and
the research centres, institutes and autonomous bodies under them.
Weaknesses that exist in the system of project management, financial
management, internal controls etc., in various scientific and environmental
institutions are also highlighted in the report.
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1.2 Organisational Structure of the office of the Principal
Director of Audit, Scientific Departments

The office of the Principal Director of
Audit, Scientific Departments, New
Delhi was established as a separate
office in April 1986 for the audit of
Ministries/Departments  of  Union
Government operating in the field of
Science and Technology. With the
increasing attention on environment
protection and conservation issues
within the country and global trend
among Supreme Audit Institutions (SAls)

L]

for special focus on the audit of
environment related matters, the C&AG
designated the office of the Principal Director of Audit, Scientific
Departments as the nodal office for Environmental Audit.

Location of Scientific Audit Offices

It has three branch offices located at Mumbai, Kolkata and Bangalore and a
sub-office at Chennai, which assist the Principal Director of Audit, Scientific
Departments in carrying out the audit of Union Government Scientific and
Environmental Ministries/Departments as well as the subordinate/attached
offices and autonomous bodies under them.

1.3 Profile of audited entities

Up to March 2012, the office of the Principal Director of Audit, Scientific
Departments was responsible for audit of units under 14 Ministries/
Departments. Following re-structuring of work of field audit offices under
the Indian Audit and Accounts Department, the sphere of audit of the office
was revised with effect from 1 April 2012. The revised audit domain extends
over nine Scientific and Environmental Ministries/Departments of the
Government of India, listed below:

¢ Department of Atomic Energy (DAE)

e Ministry of Earth Sciences (MoES)

* Ministry of Environment and Forests (MoEF)

¢ Ministry of New and Renewable Energy (MNRE)
¢ Department of Space (DOS)
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e Ministry of Science and Technology comprising of:
= Department of Science and Technology (DST)
= Department of Scientific and Industrial Research (DSIR) and
= Department of Biotechnology (DBT)

e Ministry of Water Resources (MoWR)

This report covers the audit findings in respect of the above Scientific and
Environmental Ministries/Departments and their autonomous bodies only.

A brief profile of these Ministries/Departments is discussed in Appendix .

The comparative position of expenditure of the Scientific and Environmental
Ministries/Departments during 2011-12 and in the preceding two years is
given below:

(Tin crore)

Table 1 - Details of expenditure incurred by Scientific and Environmental Ministries/

Departments

::;' Ministry/Department 2009-10 2010-11 2011-12
1. Department of Atomic Energy 10,777.70 10,057.23 17,516.61
wdl Department of Space 4,162.96 4,482.23 3,790.79
3. E:s:ar:;ent of Scientific and Industrial 2,697.31 2,982.68 3,214.70
4, Department of Science and Technology 2,045.10 2,280.76 2,521.47
5. Department of Biotechnology 906.56 1,144.87 1,208.43
6. Ministry of Environment and Forests 2,021.71 2,608.92 2,270.00
7 Ministry of New and Renewable Energy 563.40 994.81 1,365.22
8. Ministry of Earth Sciences 1,080.54 1,098.08 1,174.60
9. Ministry of Water Resources 969.24 992.79 1,066.03
Total 25,224.52 26,642.37 34,127.85
Percentage increase/decrease 113’ 5.62 28.10

Source : Appropriation Accounts of the respective years

The total expenditure on above listed Ministries/Departments of the
Government of India during 2011-12 was 3¥34,127.85 crore. Of this nearly 51
per cent of the expenditure was incurred by Department of Atomic Energy
alone, followed by Department of Space (11 per cent) and Department of
Scientific and Industrial Research (9 per cent).

' Calculated on the basis of expenditure of 20,824.63 crore incurred in 2008-09




Report No. 22 of 2013

Chart1- Expenditure incurred by Scientific and Environmental Ministries/ Departments
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While there was a significant increase of 21 per cent in the overall expenditure
of the Scientific and Environmental Ministries/Departments during 2009-10
over 2008-09, the increase was a moderate six per cent during 2010-11 over
2009-10. During the next year 2011-12 however, there was a steep rise in
total expenditure by 28 per cent. This was mainly due to the sharp increase in
expenditure of Department of Atomic Energy and Ministry of New and
Renewable Energy by 74 per cent and 37 per cent respectively.

1.4 Authority for Audit

The authority for audit by the C&AG is derived from Articles 149 and 151 of
the Constitution of India and the Comptroller and Auditor General’s (Duties,
Powers and Conditions of Service) Act, 1971. C&AG conducts audit of
expenditure of Ministries/Departments of the Government of India under
Section 13 of the C&AG'’s (DPC) Act’. C&AG is the sole auditor in respect of
autonomous bodies under the Scientific and Environmental Ministries/
Departments which are audited under sections 19(2)" and 20(1)° of the

Audit of (i) all expenditure from the Consolidated Fund of India, (ii) all transactions
relating to Contingency Funds and Public Accounts and (iii) all trading, manufacturing,
profit and loss accounts, balance-sheets and other subsidiary accounts.

Comptroller and Auditor General’s (Duties, Powers and Conditions of Service) Act, 1971.
Audit of the accounts of corporations (not being companies) established by or under law
made by Parliament in accordance with the provisions of the respective legislations.
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C&AG's (DPC) Act. In addition, C&AG also conducts supplementary/
superimposed audit of their autonomous bodies under Sections 14° and 15’
of C&AG’s (DPC) Act, which are substantially funded by the Government of
India and whose primary audit is conducted by Chartered Accountants.
Principles and methodologies for compliance audit are prescribed in the
Regulations on Audit and Accounts, 2007 issued by the C&AG.

1.5 Planning and conduct of Audit

Compliance audit is conducted in accordance with the principles and
practices enunciated in the auditing standards promulgated by the C&AG.
The audit process starts with the assessment of risk of the
Ministry/Department as a whole and each unit based on expenditure
incurred, criticality/complexity of activities, level of delegated financial
powers, assessment of overall internal controls and concerns of stakeholders.
Previous audit findings are also considered in this exercise. Based on this risk
assessment, the frequency and extent of audit are decided. An annual audit
plan is formulated to conduct audit on the basis of such risk assessment.

After completion of audit of each unit, Inspection Reports containing audit
findings are issued to the head of the unit. The units are requested to furnish
replies to the audit findings within one month of receipt of the Inspection
Report. Whenever replies are received, audit findings are either settled or
further action for compliance is advised. The important audit observations
arising out of these Inspection Reports are processed for inclusion in the
audit reports which are submitted to the President of India under Article 151
of the Constitution of India.

During 2011-12, 3,566 audit party-days were used to carry out compliance
audit of 215 out of 556 units of Scientific and Environmental Ministries/
Departments. Our audit plan covered those units/entities which were
vulnerable to significant risk, as per our assessment.

®  Audit of accounts of any body or authority on the request of the President, on such terms

and conditions as may be agreed upon between the C&AG and the Government.

Audit of (i) all receipts and expenditure of a body/authority substantially financed by
grants or loans from the Consolidated Fund of India and (ii) all receipts and expenditure
of any body or authority where the grants or loans to such body or authority from the
Consolidated Fund of India in a financial year is not less than ¥ one crore.

Audit of grant or loan given for any specific purpose from the Consolidated Fund of India
to any authority or body, to scrutinise the procedures by which the sanctioning authority
satisfies itself as to the fulfillment of the conditions subject to which such grants or loans
were given.
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1.6 Significant audit observations

In the last few years, Audit has reported on several significant deficiencies in
critical areas which impact the effectiveness of functioning of Scientific and
Environmental Ministries/Departments. The specific audit findings that have
emerged from the audit of these Ministries/Departments during the last five
years have been listed in Appendix Il.

The current report brings out deficiencies in critical areas which impact the
effectiveness of functioning of Scientific and Environmental Ministries/
Departments/Organisations. The significant areas of concern requiring
corrective action include:

e |Inefficient project management;
¢ Weaknesses in procurement and contract management;

e Financial benefits extended to employees without requisite
approvals; and

e Deficient internal controls

1.6.1 Inefficient project management

One of the most significant deficiencies, which audit has been pointing out is
the failure of the scientific institutions to achieve project objectives set out by
themselves in the project proposals. This issue is especially important as
projects are taken up with clearly laid down deliverables, in the areas of both
pure as well as applied scientific research. While we recognise the fact that
the success of scientific endeavour cannot be predicted, the deficiencies
pointed out are largely a result of poor project management, which is well
within the control of these institutions.

The current report brings out the issues and problems faced by some of the
scientific institutions in the implementation of their projects due to
inefficient project management, which resulted in non-achievement/
incomplete achievement of their stated objectives. These are (i) EDUSAT
Utilisation Programme of ISRO (Para 3.1), (ii) Public Private Partnership of
Institute of Genomics and Integrative Biology under DSIR for setting up The
Centre for Genomic Application (Para 4.1) and (iii) Central Institute of Mining
and Fuel Research under DSIR (Para 4.2). The report also brings out
inadequate inspection and maintenance of the Farakka Barrage constructed
on the river Ganga to facilitate water supply and river transport, which have
compromised the safety and security of the critical operating structures of
the barrage (Para 7.1).
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1.6.2 Weaknesses in procurement and contract management

Scientific and Environmental Ministries/Departments spend a significant part
of their budget on procurement of stores, equipment and services for
successful implementation of projects. Some of these Departments like
Atomic Energy and Space exercise enhanced financial powers in the purchase
of stores and equipment in comparison to other Ministries/Departments of
the Government of India.

The current report points out instances of weaknesses in procurement and
contract management systems in Nuclear Fuel Complex and Saha Institute of
Nuclear Physics under DAE (Paras 2.1 and 2.2), Indian Space Research
Organisation and Liquid Propulsion Systems Centre under DOS (Paras 3.2 and
3.3).

1.6.3 Financial benefits given to employees without requisite approvals

Most of the autonomous bodies under the Scientific and Environmental
Ministries/Departments are largely funded from grants provided by the
Government of India. Their efforts to generate internal revenues have not
yielded the desired results and in many cases, their dependence on
government funding has increased over the years. Despite such dependence
on the government for financial support, there have been increasing
instances of these institutions granting substantially higher benefits to their
employees. These benefits are extended irregularly, without the approval of
the Ministry of Finance, thus, putting extra financial burden on the central
exchequer.

The current report includes audit findings of grant of financial benefits to
employees of autonomous bodies by Jawaharlal Nehru Centre for Advanced
Scientific Research under DST (Para 5.2), Central Pollution Control Board
under MoEF (Para 6.1) and Indian National Centre for Ocean Information
Services under MoES (Para 8.1).

Such instances of grant of higher benefits by autonomous institutions must
be reviewed by the Ministries concerned to ensure that extra financial
burden is not put on the government without its approval.

1.6.4 Deficient internal controls

Internal controls are necessary to regulate the means by which the
organisation's resources are mobilised and utilised economically and
effectively. Government organisations need to impose stringent internal
control measures and employ financial prudence in expenditure to ensure
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that public funds are spent in accordance with rules and regulations and
losses and wastages are minimal.

The current report brings out instances of avoidable and extra expenditure
incurred due to inadequate internal control and financial management in
Public Private Partnership arrangement of Institute of Genomics and
Integrative Biology under DSIR for setting up The Centre for Genomic
Application (Para 4.1) and Science and Engineering Research Board under DST
(Para 5.1).

1.7 Budget and expenditure controls

A summary of Appropriation Accounts for 2011-12 in respect of Scientific and
Environmental Ministries/Departments is given below:

(Tin crore)

Table 2 - Details of grants received and expenditure incurred by Scientific and
Environmental Ministries/Departments

Grant/
S| Appropriation (-) Percentage
No- Ministry/Department (including Expenditure | Savings/ | of Unspent
; supplementary (+) Excess | provision
grant)
1. | Department of Atomic 18,812.64 17,516.61 -1,296.03 6.89
Energy
2. | Department of Space 6,626.06 3,790.79 -2,835.27 42.79
3. | Department of Scientific 3,385.02 3,214.70 -170.32 5.03
and Industrial Research
4. | Department of Science 2,742.71 2,521.47 -221.24 8.07
and Technology
5. | Department of 1,426.96 1,208.43 -218.53 15.31
Biotechnology
6. | Ministry of Environment 2,784.17 2,270.00 -514.17 18.47
and Forests
7. | Ministry of New and 1,380.19 1,365.22 -14.97 1.08
Renewable Energy
8. | Ministry of Earth 1,569.16 1,174.60 -394.56 25.14
Sciences
9. | Ministry of Water 1,249.36 1,066.03 -183.33 14.67
Resources
Total 39,976.27 34,127.85 -5,848.42 14.63

Source: Appropriation Accounts of the Ministries/ Departments for 2011-12

It would be seen from the above table that with reference to total budget
allotment of ¥39,976.27 crore, the Scientific and Environmental Ministries/
Departments had an overall savings of ¥5,848.42 crore which constitutes 15
per cent of the total grant/appropriation. The Department of Space, Ministry
of Earth Sciences, Ministry of Environment and Forests and Department of
Biotechnology had significant savings of %2,835.27 crore (43 per cent),
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%394.56 crore (25 per cent), ¥514.17 crore (18 per cent) and ¥218.53 crore
(15 per cent) respectively with reference to the funds released to these
Ministries/Departments.

Out of the total savings of the Scientific and Environmental Ministries/
Departments, the proportion of savings made by DOS was the highest,
followed by DAE and MoEF respectively as shown below:

Chart 2- Ministry/ Department wise Percentage of savings to the total savings

& DAE
E DOS
M DSIR
® DST
4%
3%

i DBT

& MoEF
i MNRE
i MoES

L MoWR

Budget and expenditure controls in the Scientific and Environmental
Ministries/Departments continue to be an area of concern, requiring
attention and strengthening of control and oversight systems. C&AG’s Report
No.1 of 2013 mentions some of these areas in Chapters 3 and 4, which are
briefly recapitulated below.

Savings of 100 crore or more

Savings in a grant or appropriation indicates deficient budgeting as well as
shortfall in performance. Further, savings of 100 crore or above in any
section of the grant need a detailed explanatory note to the Public Accounts
Committee. Savings in excess of T100 crore were noticed under both Capital
and Revenue heads in DAE, DOS and MoES. There were savings above 3100
crore under Revenue heads in MoEF, DST, DSIR, DBT and MoWR. The unspent
provisions ranged between ¥166.20 crore (MoWR) to ¥2,834.57 crore (DOS).

Persistent savings were observed in DAE and DOS under Capital head. The
savings had increased progressively in DAE, from four per cent (2009-10) to
17 per cent (2010-11) and 24 per cent (2011-12). In DOS the savings ranged
from 37 per cent (2009-10) to 28 per cent (2010-11) and 65 per cent (2011-
12).
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Unrealistic budgeting

Budgeting in the Scientific and Environmental Ministries/Departments was
observed to be unrealistic. There were huge unspent provisions within the
grants and funds received after supplementary grants and re-appropriations
were eventually not utilised, indicating poor budgeting. Some of the
significant observations in this regard are as below:

e MoEF sought a supplementary provision of 342 crore under the
Capital (Voted) Section, which was 52 per cent of the original
provision of ¥80.68 crore.

® In two cases, DAE and MoES made re-appropriations of ¥19.99 crore
and 13 crore respectively, which was injudicious, as these re-
appropriated funds were never utilised.

e In 14 cases of DAE, DST and DOS, the entire budget provision in the
sub-heads remained unutilised.

e In 11 cases under DAE and DOS, the unspent provisions under the
sub-heads alone was in excess of 100 crore.

e In 10 cases under DAE, DOS and MoES, there was unspent provision of
48 to 97 per cent of the budgeted provision under the sub-heads.

Surrender of savings

MoEF and DST surrendered major portion of their savings on the last day of
the fiscal year. DST surrendered 90.4 per cent of its total savings on 31 March
2012. It was observed that under the Grant no 5- Nuclear Power Schemes of
DAE, the amount surrendered (¥40.81 crore) was more than the savings
(¥40.25 crore) under the grant.

Rush of expenditure

The quantum of expenditure incurred by DAE and DBT during the month of
March 2012 was 17 and 18 per cent respectively, which was in excess of the
prescribed quantum of 15 per cent. The expenditure incurred by MNRE
during the last quarter of the financial year was to the extent of 42 per cent
of the budget estimates which was in excess of the prescribed limit of 33 per
cent.

Expenditure incurred without budget line

DOS incurred and booked an expenditure of ¥54.22 lakh on a new service for
which no budget line was available. In April 2012, after the close of the

10
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financial year, Department of Space amended the re-appropriation order and
transferred this expenditure to two other heads.

Failure to obtain legislative approval for augmenting provision

Ministry of Finance issued (May 2012) clarification that the cases of
augmentation of funds under the object heads ‘Grants-in-aid’, ‘Subsidies’
‘Machinery and equipment’ and ‘Major Works’ under ‘New Service/New
instrument of service’ and all cases relating to augmentation of funds above
2.5 crore or above 10 per cent of the provision under the object heads
‘Major Works’ and ‘Machinery and ‘equipment’ would require prior approval
of the Parliament. In the following cases, the augmentation was done
without obtaining prior approval of the Parliament:

e In 129 cases of three® Ministries/Departments, funds aggregating to
%244.85 crore were augmented under the object heads ‘Major Works’
and ‘Machinery and ‘equipment’.

e In nine cases of seven’ Ministries/Departments expenditure of ¥20.64
crore was incurred by augmenting the provision under ‘grants-in-aid’
to various bodies/authorities.

e MNRE augmented the provision under the object head ‘subsidy’ to
the extent of ¥15.70 crore.

Misclassification of expenditure

e Capital expenditure to the extent of ¥823.37 crore was misclassified
and booked under Revenue expenditure by four'® Ministries/
Departments.

e Revenue expenditure to the extent of ¥53.30 crore was booked under
Capital expenditure by three'! Ministries/Departments.

e DAE incorrectly booked an amount of ¥8.54 crore incurred towards
Grants-in-aid under the object heads “Other Charges” and
“Scholarships/Stipends”.

" DAE, DOS and MoEF

” DAE, MoES, MoEF, DST, DBT, DOS and MoWR
""" DAE, MoES, DOS and MoWR

""" DAE, MoES and MoWR
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Expenditure incurred without prior authorisation

DAE incurred expenditure of ¥192.76 crore (June 2011 to February 2012) in
excess of the available provision, without necessary prior authorisation. The
re-appropriation order was issued only on 31 March 2012.

Non-operation of detailed head of Grants-in-aid Salaries

Ministry of Finance, Department of Expenditure notified (June 2011)
introduction of new object head 36- Grants-in-aid-Salaries with effect from 1
April 2011, which would include amounts released as grants-in-aid for
payment of salaries. DOS did not operate the new head but booked amount
of ¥127.66 crore under the head Grants-in-aid-General.

Issue of deficient sanction orders

Although the Detailed Demand for Grants of DOS were prepared with full
accounts classification up to the object head level on revenue and capital
accounts separately for plan and non-plan expenditure, the sanction orders
issued did not distinctly specify the amount of expenditure to be debited
separately to revenue and capital accounts and plan and non-plan under
revenue and capital accounts. Thus, the sanction orders issued by DOS were
deficient, as they did not give clear directions with regard to proper booking
and classification of expenditure.

Expenditure without adequate provisioning of funds

It was seen that the actual expenditure of T40.55 crore in 14 cases in DOS
exceeded the available provision prior to issue of the re-appropriation
orders, which was in violation of the extant rules.

1.8 Audit of accounts of Autonomous Bodies

Principal Director of Audit, Scientific Departments is the sole auditor of 10
autonomous bodies for which Separate Audit Reports (SAR) are prepared on
their accounts under sections 19 (2) and 20 (1) of the C&AG's (DPC) Act,
1971. The total grants released to these autonomous bodies during 2011-12
were 33,394.48 crore, as detailed below:

12
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(Tin crore)

Table 3- Details of grants released to Central Autonomous Bodies

SI.No. | Name of the Autonomous Body Ministry/ Amount of
Department | Grant released
during 2011-12

1. Council of Scientific and Industrial Research, New DSIR 3,135.91
Delhi
2. Sree Chitra Tirunal Institute of Medical Sciences DST 91.00
and Technology, Thiruvananthapuram
3. Technology Development Board, New Delhi DST Nil
4. National Tiger Conservation Authority, New Delhi MoEF 14.71
5. Wildlife Institute of India, Dehradun MoEF 18.70
6. Central Zoo Authority, New Delhi MoEF 17.35
7 i National Biodiversity Authority, Chennai MoEF 937
8. Animal Welfare Board of India, Chennai MoEF 24.09
9, National Water Development Agency, New Delhi MoWR 34.35
10. Brahmaputra Board, Guwahati MoWR 49.00
Total 3,394.48

Source: Separate Audit Reports of the Autonomous Bodies for the year 2011-12. Audit of
Science and Engineering Research Board was entrusted during 2012-13.

In addition, supplementary/superimposed audit of 64 other autonomous
bodies are conducted under Sections 14 or 15 of the C&AG's (DPC) Act, 1971.
The total grants released to 57'? autonomous bodies during 2011-12 were
¥3,301.75 crore, details of which are indicated in Appendix Ill.

1.9 Outstanding Utilisation Certificates

Ministries and Departments are required to obtain certificates of utilisation
of grants from the grantees i.e., statutory bodies, non-governmental
institutions etc., indicating that the grants had been utilised for the purpose
for which these were sanctioned and where the grants were conditional, the
prescribed conditions had been fulfilled.  According to the information
furnished by six™> Ministries/Departments, 8,865 utilisation certificates (UC)
due by March 2012, for grants aggregating ¥1,091.72 crore were outstanding
as given in Appendix IV.

Out of the 8,865 UCs awaited in respect of the six Ministries/Departments,
7,565 certificates amounting to ¥409.36 crore were pending for more than
two years. A total of 6,232 UCs amounting to I288.18 crore were
outstanding for more than five years.

" Information in respect of seven autonomous bodies was not furnished.

* DAE, DOS, MoEF, MNRE, MoES and MoWR
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Ministry/Department-wise position of outstanding UCs is given in the table
below:

(¥in crore)
Table 4- Position of outstanding Utilisation Certificates
Sl. Ministry/Department UCs pending for | UCs pending for
No. more than two | more than five
years years

No. Amount No. Amount
; Department of Atomic Energy 189 10.78 56 192
2. Department of Space 162 12.58 105 9.04

3. Department of Scientific and Industrial Not available

Research

4. | Department of Science and Technology Not available

5. | Department of Biotechnology Not available
6. | Ministry of Environment and Forests 6,168 302.16 5,354 240.30
7. | Ministry of New and Renewable Energy 33 6.41 1 0.03
8. Ministry of Earth Sciences 879 61.13 699 36.08
9. Ministry of Water Resources 134 16.30 17 0.81

1.10 Departmentally Managed Government Undertakings -
Position of Proforma Accounts

The General Financial Rules stipulate that departmentally managed
government undertakings of commercial or quasi-commercial nature will
maintain such subsidiary accounts and proforma accounts as may be
prescribed by the Government in consultation with the C&AG.

There were two departmentally managed Government Undertakings of
commercial or gquasi-commercial nature as of 31 March 2012 which were
under audit jurisdiction of this office. The financial results of these
undertakings are ascertained annually by preparing proforma accounts
generally consisting of Trading Account, Profit and Loss Accounts and
Balance Sheet. The position of the summarised financial results of the
departmentally managed government undertakings on the basis of their
latest available accounts is given in Appendix V. Both Nuclear Fuel Complex
and Heavy Water Board provided provisional figures.

1.11 Losses and irrecoverable dues written off/waived

Statement of losses and irrecoverable dues written off/waived during 2011-
12 furnished by eight'* Ministries/Departments is given in Appendix VI to this
Report. It will be seen from the Appendix that while in 32 cases involving
38.46 lakh the amounts were written off for ‘other reasons’, two cases

"* DAE, DOS, DSIR, DST, DBT, MoEF, MNRE and MoWR
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involving T two lakh pertained to ‘ex-gratia payments’ and one case of 324.78
lakh pertained to waiver of recovery which were written off during 2011-12.

1.12 Response of the Ministries/Departments to Draft Audit
Paragraphs

On the recommendations of the Public Accounts Committee, Ministry of
Finance (Department of Expenditure) issued directions to all Ministries in
June 1960 to send their response to the Draft Audit Paragraphs proposed for
inclusion in the Report of the C&AG within six weeks.

The Draft Paragraphs are forwarded to the Secretaries of the
Ministry/Departments concerned drawing their attention to the audit
findings and requesting them to send their response within six weeks. It is
brought to their personal attention that in view of likely inclusion of such
Paragraphs in the Audit reports of the C&AG, which are placed before
Parliament, it would be desirable to include their comments in the matter.

Draft Paragraphs proposed for inclusion in this report were forwarded to the
Secretaries concerned between November 2009 and June 2012 through
letters addressed to them personally.

Concerned Ministries/Departments did not send replies to four out of 12
Paragraphs featured in Chapters Il to VIIl. The responses of concerned
Ministries/Departments received in respect of eight paragraphs have been
suitably incorporated in the Report.

1.13 Follow-up on Audit Reports

In its Ninth Report (Eleventh Lok Sabha) presented to Parliament on 22 April
1997, the Public Accounts Committee had recommended that Action Taken
Notes (ATNs) on all paragraphs
pertaining to the Audit
Reports for the year ended 31
March 1996 onwards be
submitted to them, duly
vetted by Audit, within four
months from the laying of the
reports in Parliament. A

Chart 3-Outstanding ATNs

MoES, 1

_ . DBT, 1
review of outstanding ATNs on

paragraphs included in the
Reports of the CRAG
pertaining to Scientific and
Environmental Ministries/
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Departments as of December 2012 (details in Appendix VII) revealed that a
total of four ATNs pending from two Ministries/Departments/Autonomous
Bodies were not received even for the first time indicating delay in
submission of ATNs ranging between one year to five years.

Also revised ATNs in respect of 27 paras were pending from six Ministries/
Departments for more than six months (Appendix VIl A).

16



Report No. 22 of 2013

CHAPTER - Il

Department of Atomic Energy

2.1 Avoidable expenditure on compensation due to breach of
agreement

Nuclear Fuel Complex (NFC) entered into an agreement for procurement of
a minimum quantity of magnesium granules from a private firm for a
period of seven years. No clause to cover deviations in the procurement
quantity was included in the agreement. In the meantime the requirement
shifted to magnesium chips from magnesium granules. NFC could not
revise the agreement and also failed to document the proceedings of an
important meeting with the firm on the issue, resulting in avoidable
payment of 1.43 crore towards compensation due to breach of
agreement.

Nuclear Fuel Complex (NFC), Hyderabad established in 1971, is a major
industrial unit of the Department of Atomic Energy (DAE) and is responsible
for the supply of nuclear fuel bundles and reactor core components for all the
nuclear power reactors operating in India.

During the course of its research activities NFC, between 1977 and 1982
designed, developed and qualified prototype/process for production of
magnesium granules. The magnesium granules were being supplied to meet
the captive requirement™ of Uranium Metal Plant (UMP) of Bhabha Atomic
Research Centre (BARC)'®. In view of the increased requirement'’ of
magnesium granules projected by UMP, NFC decided (July 1991) to transfer
the technology to private parties for commercial production of magnesium
granules on non-exclusive basis for a period of seven years. NFC further
decided to give an undertaking to the firms for purchasing a minimum of 10
MT per annum during the seven year period of the agreement.

Accordingly NFC entered into an agreement (March 1992) with Yashoda
Metals, Hyderabad (firm) for transfer of the technology and grant of license
for seven years for manufacture of the magnesium granules against payment
of a lump sum amount of ¥3.50 lakh as a non-refundable technology transfer
fee. The agreement stipulated supply of a minimum of 10 MT of magnesium

5 12to 15 MT per annum

a constituent unit of DAE
20 to 25 MT per annum
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granules per year for seven years from March 1992 to March 1999 to
NFC/DAE for which NFC would place purchase orders accordingly. The
agreement also allowed NFC to inspect and test the product manufactured by
the firm and in case it failed to meet the specifications as per the agreement,
the former had the right to revoke the licence. Audit observed that NFC did
not include a safety clause in the agreement to protect itself from possible
deviations in the procurement of magnesium granules from the firm. Audit
also found that no inspection was carried out by NFC though the firm did not
install manufacturing facility as per the terms of agreement.

During 1993, BARC changed their preference from magnesium granules to
magnesium chips and floated an open tender (October 1993) through its
Directorate of Purchase and Stores (DPS)'® for the procurement of
magnesium chips. Thereafter, the firm filed a petition against this in the
Hon’ble High Court of Andhra Pradesh, as a result of which the tender notice
was withdrawn and the petition was dismissed.

In March 1994 the firm requested NFC to revise the agreement for supply of
magnesium granules into magnesium chips and referred to an earlier
meeting held in April 1993, in which it was requested to stop the
implementation of the project. The firm also claimed that it was asked during
the meeting whether it could supply magnesium chips, as there was no
demand for magnesium granules. NFC neither documented the minutes of
the said meeting nor revised the agreement. Audit observed that although
NFC was aware of the change in preference of UMP, BARC to magnesium
chips, it did not take adequate measures to re-negotiate the contract and
safeguard its interests.

Against the 70 MT of magnesium granules stipulated in the agreement, NFC
procured only 15 MT from the firm. Due to lack of response, the firm issued a
legal notice to NFC (July 2000) for loss on account of breach of contract
committed by NFC. The matter was ultimately referred to the Sole Arbitrator
(July 2002), who decided in favour of the firm (December 2003). NFC
challenged the award before Hon’ble City Civil Court, Hyderabad but lost the
case and eventually paid ¥1.43 crore to the firm (October 2010) towards full
and final settlement of the above case.

Failure to protect its interest by not satisfactorily pursuing the issue with the
firm nor documenting discussions of important meetings resulted in
avoidable expenditure of ¥1.43 crore as compensation for breach of
agreement.

'® Directorate of Purchase and Stores is a centralized agency under DAE responsible for the

materials management function of the various centres and industrial units working under
DAE.
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In reply NFC denied (March 2012) that the Department had advised the firm
to unilaterally suspend production of magnesium granules and manufacture
magnesium chips. NFC further stated that the requirement of magnesium
granules still existed. In the same reply, they stated that the firm never
furnished any status report on production as the required unit was not
installed by them.

The reply of NFC needs to be viewed in the context of its failure to document
important proceedings in the execution of the agreement. They failed to
carry out any inspection of the unit though as per the agreement they had
right to do so. Further NFC committed to buy 10 MT per year of the
magnesium granules from the firm for a period of seven years without
including safety provision for possible deviations in the procurement. Also in
spite of being aware that UMP, BARC had changed their preference to
magnesium chips instead of granules, NFC took no action to revise the
agreement or to document the meetings held with the firm on the issue. It
was further seen that the average requirement of magnesium granules at
UMP, BARC from 1992 up to November 2012 was 7.5 MT per annum only.

Thus failure to carry out inspection of the unit as also to record adequate
precaution by NFC in the execution of the agreement resulted in avoidable
expenditure towards payment of compensation of ¥1.43 crore.

The matter was referred to the Department in March 2013, its reply was not
received as of July 2013.

2.2 Hasty procurement of equipment without -creating
infrastructure facilities for installation

Saha Institute of Nuclear Physics, Kolkata (SINP) could not install
equipment of ¥38.90 crore for want of required infrastructure.

The Saha Institute of Nuclear Physics (SINP), Kolkata is an institute of basic
scientific research working under Department of Atomic Energy (DAE). SINP
formulated a proposal to set up a national Facility for Research in
Experimental Nuclear Astrophysics (FRENA) in February 2007. The project
comprised of procurement of a three MV (high current) tandem and a 500KV
accelerator system along with other accessories at an estimated cost of T35
crore. To install these pieces of equipment, major works including
construction of accelerator hall and laboratory buildings, electrical and air
conditioning, liquid nitrogen plant, computers and networking, etc., were to
be completed at an estimated cost of ¥24.46 crore at the institute’s new
campus at Rajarhat, Kolkata. The proposed facility was to provide
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opportunities of research in the field of low energy nuclear astrophysics for
first time in India.

In June 2007, SINP sought the approval for procurement of the equipment for
the FRENA project from DAE for which DAE sanctioned %35 crore in March
2008. Before the memorandum conveying sanction was received, it floated
(November 2007) a global tender for the equipment allowing the bidders, 35
days to respond as against 90 days as stipulated in the Purchase Manual of
DAE. A single bid received from a foreign firm was opened on 7 December
2007 and supply order for two items'® was placed with the firm on 31
December 2007.

Subsequently, SINP revised supply orders twice, first in March 2008 and again
in August 2008, to include remaining 24 pieces of equipment and issued to
the same firm. The total value of orders was Euro 57,81,084 and delivery
period was 24 to 26 months from the placement of confirmed orders. The
institute placed orders for procurement of equipment without prior approval
of the DAE and the concurrence of Member (Finance), Atomic Energy
Commission (AEC) as required under Delegation of Financial Powers Rules.
The equipment was received in December 2010 and expenditure of ¥38.90
crore had been incurred on the same.

As stated above, SINP had planned to construct the accelerator hall and
laboratory building at the proposed new campus at Rajarhat and the works
were scheduled to be completed by September 2009. But, it engaged a
consultancy firm for the preparation of a Master Plan for its Rajarhat campus
only in September 2008. In December 2009, it decided to construct the
FRENA laboratory building in existing Salt Lake campus, citing procedural
delays in getting the approval of the Master Plan for the Rajarhat Campus.
Meanwhile the equipment was delivered in December 2010. The tenders for
construction of laboratory building had not been finalised as of October
2012, despite lapse of 22 months from the date of delivery of equipment. As
22 month period was stipulated for completion of building works in
prequalification tender documents and, therefore, the building infrastructure
is not expected to be ready before August 2014. This indicated lack of
planning coupled with delayed action for construction of infrastructure for
costly equipment. Thus undue haste in placing order for equipment resulted
in following:

(a) Equipment worth ¥38.90 crore was lying uninstalled and extra
expenditure of ¥15.03 lakh has been incurred since December 2010.
The temporary arrangement in place for last 18 months is likely to

" switching magnet, Type ‘A’ including accessories and 90° deflection magnet including
accessories.
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continue at least for another 18 months, as construction of the
laboratory building was yet to start (June 2012).

(b) The project cost was revised to ¥45.24 crore to cover escalation in
equipment cost, exchange rate variation and custom duty etc., the
approval of DAE for the revised project cost was still awaited (June
2012).

(c) No testing for the equipment was done and the warranty period for
the equipment was over in March 2012. Rectification of any major
fault, if discovered during installation in future will have additional
cost implications.

SINP stated (June 2012) that Directorate of Constructions, Services and Estate
Management (DCSEM) of DAE had shortlisted the interested agencies for
construction of the accelerator hall and laboratory building. Tender papers
for the same were being prepared and construction of the building was
expected to commence later this year. SINP subsequently stated (October
2012) that AERB had given approval in September 2012 and they were in
process of placing the work order for construction of the building. The fact
remains that SINP showed undue haste in procurement of equipment and did
not show the same level of diligence in creating supporting infrastructure
which led to idling of costly equipment.

The matter was referred to DAE in June 2013; their reply was awaited as of
July 2013.
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CHAPTER - 11l

Department of Space

3.1 EDUSAT Utilisation Programme

EDUSAT, launched by the Department of Space (DOS) in September 2004
was India's first thematic satellite dedicated exclusively for educational
services to provide distance education service to remote areas of India. The
total investment was ¥549.09 crore comprising of direct investment of
¥282.76 crore towards the launch of the spacecraft and further expenditure
of ¥266.33 crore on establishment of ground network.

It was observed in audit that EDUSAT failed to effectively achieve its
objectives due to deficiencies in planning for the network connectivity,
content generation and failure to have a robust management structure.
There were deficiencies in actual implementation of the programme such as
delay in establishment of ground network, idling of network connectivity,
disparities in the allocation and idling of satellite bandwidth, inadequate
content generation and deficiencies in monitoring and evaluation. The
replacement strategy for the existing satellite was also deficient resulting in
idling of operational networks. Thus, the objectives of implementation of
EDUSAT could not be met fully even at the end of its life.

3.1.1 Introduction

3.1.1.% Recognising the
importance of education in
national development and the
challenges faced in the field of
education on a number of fronts
like the adult and continuing
education, school education,
higher education and professional
education, it was felt that a
promising technology, in

particular, a satellite based -
g |

system could provide an optimal
solution in achieving the necessary growth and appropriate quality in
education and also its reach in remote parts of the country.
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Accordingly, on a proposal made by DOS /ISRO in August 2002, an exclusive
Education Satellite (EDUSAT) was launched on 24 September 2004. The
specific factors that formed the basis of the launch of the exclusive satellite
were:

(a) An acute shortage of qualified teachers both at school level and
higher education including engineering and other technical subjects.

(b) A massive drop out of students at school level.

(c) A need for formal and non-formal and continuing education to the
vast masses of the country though satellite, viz., EDUSAT in view of a
very large population of illiterates and rural literacy.

(d) Need to supplement curriculum based teaching, provide effective
teacher training, facilitate community participation and enable
interaction between scholars and research.

(e) Need to provide a quantum jump in providing access to education
to remote areas and improving the quality of education.

The programme to utilise EDUSAT was known as EDUSAT Utilisation
Programme (EUP). EUP was to be utilised by various national and regional
users. The national users were to be Indira Gandhi National Open University
(IGNOU), National Council of Education Research and Training (NCERT),
Integrated Disease Surveillance Programme (IDSP) and National Council of
Science Museums (NCSM). The regional users were to be state governments,
universities, colleges and schools.

EDUSAT had six transponders™ in Ku-band and six transponders in extended
C Band with a capacity of 36 MHz each. The total satellite capacity of 12
transponders of EDUSAT was therefore 432 MHz. The operational life of the
satellite was seven years.

EDUSAT network was to have hub and studio facility at state capital/
designated place of users, Satellite Interactive Terminals (SITs) at universities/
colleges and Receive Only Terminals (ROTs) at schools. ISRO provided one
hub and 10 terminals to each State/Union Territory free, the cost of
establishing rest of the hubs and terminals was to be borne by the respective
States/Union Territories. Educational programmes were to be aired from the
studio facility. While SITs are two way audio and video communication,

" Transponders perform the task of being both transmitters and responders. It is an
electronic device used in satellite which receives a particular signal from a source, it
strengthens signal before sending it to a predefined location. Each transponder will have
bandwidth of tens of megahertz.
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enabling interaction of student and teacher for engineering colleges, teachers
training institutions, etc., ROTs are one way audio and video delivery
terminals for primary and secondary education, as shown in the diagram
below:-

EDUSAT Network u

-
\ e
.-Sti;t; _(:7-; ital i ‘) ‘ :I

C ollegestnlversll;

There was one national beam and five regional beams provided by ISRO
through EDUSAT to cater to the educational requirements of the nation as a
whole and also of the regions separately. As of September 2011, there were
47 hubs available in EUP. One hub was capable of supporting eight networks.
Each of these networks could support a maximum of 500 SITs primarily for
universities/colleges and any number of ROTs primarily for schools.
Therefore, EUP had capacity to support 376 networks and in turn 1.88 lakh
SITs and any number of ROTs.

ISRO decommissioned EDUSAT on 30 September 2010 at the end of sixth year
of its operation due to power constraints in the satellite.

3.1.1.2 A Chronology of important events of EUP

August 2002 Meeting of the Secretary, DOS and representative of DOS/ISRO
with Minister of Human Resources Development and its officials
on the idea of launching an exclusive satellite for Education

August 2002 Space Commission approved development of an exclusive
satellite for education at a cost of ¥85 crore.

May 2003 Space Commission approved EDUSAT Utilisation Programme for
298 crore.

August 2004 News Letter of ISRO on EDUSAT stated that regional hubs would
be operational within six months from the date of launch of
EDUSAT i.e., by March 2005

September National Core Group (NCG) was constituted to look after the
2004 management issues on a long term basis.
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September Inter Departmental Programme Review Board (PRB) and DOS/

2004 ISRO level Project Management Board (PMB) and Project
Management Council (PMC) was constituted considering the
large scope of work, complexities involved and keeping in mind
the follow up/coordination and user interfaces required for
EDUSAT utilisation.

September EDUSAT was launched using GSLV-FO1.

2004

September National Institute of Advanced Studies (NIAS) conducted an

2004 impact assessment study on the pilot phase of EUP for 13 weeks.

October 2004 Meeting of NCG in Delhi in which it was decided that one hub
would support eight to 10 sub-hubs (EDUSAT networks).

November First meeting of PMB.

2004

December Meeting of NCG in which it was decided that funding at Central

2004 and State level was very critical and the possibility of a Centrally
Sponsored Scheme (CSS) to be explored. User agencies were
directed to keep enabling provision in their budget for EDUSAT
activities. The possibility of commercial renting out of the
satellite to ensure commercial viability was also discussed.

January 2005 PMC meeting.

April 2005 Second meeting of PMB. It was decided that each state will have
minimum one hub with a bandwidth of around 4.5 MHz with
three simultaneous channels and 1200 SITs.

June 2005 First meeting of PRB

August 2005 Meeting of NCG

April 2006 A proposal to fund EUP on CSS mode was initiated by Ministry of
Human Resources Development

September 10 networks of EDUSAT were shifted to another satellite due to

2008 power constraints in the EDUSAT

June 2009 Another seven networks of EDUSAT shifted to other satellite

August 2009 ISRO stated that licensing scheme built into the hubs is that hubs
can support a maximum of 500 interactive terminals and any
number of receive only terminals

May 2010 13 networks of EDUSAT were shifted to other satellites

September EDUSAT was decommissioned in its sixth year of operation due

2010 to power constraints in the satellite

3.1.1.3 The main objectives of EUP were:

To provide support to education through low cost ground
segment and reach the unreached people of India in every
nook and corner;

To provide sustainable distance education service and support
formal and non-formal education in India.
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3.1.1.4 At the national level, a Core Group was formed which comprised of
Vice Chancellor, IGNOU as the Chairman, representatives from ISRO,
University Grants Commission (UGC) and National University of Educational
Planning and Administration (NUEPA). The Core Group was constituted in
September 2004 to finalise the programme schedule of EDUSAT and to look
after management issues relating to EDUSAT on a long term basis.

In addition to the above, EDUSAT utilisation Project Management Board
(PMB), Project Management Council (PMC) and Programme Review Board
(PRB) were also constituted for direction, guidance and overall management
of EDUSAT. An organisation chart of EUP is detailed below:-

Programme Review Board ‘

Project Management Board _{ Project Management Council J

(PMB) (PMC)
| | . 1
Programme Director Project Director

1 ] R

For its overall Deputy Project i
Management Asgoc, Project b (mfﬁ?sfﬁfﬁm
relating to Director (R&D) and Social Research)
procurement,
budget, scheduling
etc Development of g:noer;::::n
hardware and sociuiiaRass

3.1.1.5 DOS spent ¥282.76 crore on EDUSAT and its launch and ¥266.33
crore’! on establishment of ground network as of March 2013.

3.1.1.6 Audit test checked the implementation of EUP during May 2009,
January — March 2011, October 2011 and June - July 2013 covering the period
up to March 2013. Out of 83 networks established in 48 hubs of 35 States/
UTs, 47 networks established in 30 hubs in 14 States/Union Territories were
selected for detailed study. Similarly, out of more than 80 purchase orders
issued to various contractors for the installation and commissioning of
networks, 19 purchase orders consisting of 24 hubs and 15,123 terminals
(1,990 SITs and 13,133 ROTs) were selected for detailed scrutiny. Important
issues relating to deficiencies in planning, execution and decommissioning of
EDUSAT are discussed in the succeeding paragraphs.

! Includes ¥180.79 crore shared by various States/institutions.
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3.1.2  Issues in planning of the EUP

3.1.2.1 Failure to obtain the revised financial sanction for EUP from the
appropriate authority

According to the instructions issued by the Ministry of Finance in May 2003,
approval of the Union Cabinet is necessary for undertaking projects
estimated to cost more than 100 crore. Therefore, DOS was to obtain the
approval of the Union Cabinet for incurring expenditure above ¥100 crore
under EUP.

Actual expenditure incurred on establishment of ground network of EUP was
3266.33 crore. DOS however had obtained the approval of the Space
Commission for incurring expenditure of Y98 crore only. The financial
sanction for the escalation in project cost was not obtained from the
appropriate sanctioning authority as was being done by DOS in other projects
such as Space Capsule Recovery Experiment (SRE) Il project.

ISRO stated (August 2009) that Space Commission had approved the
programme and added that the EDUSAT programme was an approved budget
item of ISRO every year. DOS stated (February 2010) that annual budget
proposals containing projections of expenditure for EUP of the DOS had been
voted by the Parliament thereby providing authorisation for incurring the
expenditure. Approval of the Union Cabinet was mandatory since actual
expenditure under the project was ¥266.33 crore.

3.1.2.2 Non-fixation of target date and action plan for the establishment
of ground network

The connectivity between hubs and the ground networks comprising of
interactive terminals and receive only terminals were to be realised in three
phases. These were pilot phase, semi-operational phase and operational
phase. In the pilot phase, INSAT 3A/3B satellites were used to ensure that
the technology worked with satellite based solution. In the semi-operational
phase, EDUSAT was used to establish national and regional networks. In the
operational phase, the users were to procure ground segment with technical
support from ISRO and the network was to become fully operational. A time
bound schedule and action plan in terms of number of ground networks to be
established under each phase needs to be fixed to ensure timely
establishment of ground networks.

It was observed in audit that specific target dates were not fixed for each of
these phases. A time bound programme schedule with action plan and

details regarding establishment of networks, hubs, SITs, ROTs, etc., were not
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fixed. A definite programme indicating targets, action plans for each year of
operation, milestones, etc., was also not in place. Thus, non-fixation of
definite target dates and non-preparation of action plan for the three phases
of EUP delayed the implementation of the project. Further, there was no
documentation to show the completion of each phase (pilot phase, semi-
operational phase and operational phase) of the project.

ISRO while admitting the audit observation stated (August 2009) that while
broad objectives and action plans were made by ISRO, the exact numbers
were not taken as targets as there were uncertainties with respect to end
users’ participation, preparedness, budget allocation, etc. The reply of
ISRO/DOS pointed out to the lack of definite plans. Thus, DOS did not ensure
end user participation, user preparedness and financial resources prior to
launch of EDUSAT and rolling out of EUP.

3.1.2.3 Inadequate plan of action for running educational programmes

The educational programmes prepared by content experts needs to be aired
from the studio facility associated with hub. The contents so generated were
to be run through the EDUSAT ground network. Therefore content
generation constituted a vital component of EUP. The educational
programmes to be generated had to be in different languages, accurate,
authentic and credible besides being consistent with the prescribed syllabus.
Through an order issued in September 2004, ISRO took upon themselves the
responsibility of content generation jointly with user agencies.

Audit observed that there was no definite plan of action for content
generation/utilisation in ISRO and there was no single source identified for
co-ordination and monitoring.

ISRO stated (August 2009) that while implementing the EDUSAT programme,
all stakeholders had agreed that the content generation should be the
responsibility of user agencies like State Governments/Departments/
Universities. It added that ISRO through its unit viz., DECU** took significant
steps to guide the users by publishing a guideline book on content
generation. DOS stated (February 2010) that state level registered societies
were established for looking after content generation. However, ISRO failed
to discharge its proactive role and coordinate content generation effectively.
The assessment mechanism for the reach of educational services to the
targeted people by ISRO was also not on record.

’ Development and Educational Communication Unit
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3.1.2.4 Ineffective monitoring and evaluation mechanism

In view of the large number of agencies involved in the implementation of
EUP, it was essential to have a robust structure in place to co-ordinate and
monitor implementation. EUP envisaged the following monitoring and
evaluation mechanism.

A coordinating body involving Ministry of Human Resources
Development (MHRD), state governments, user agencies like UGC,
DST??, AICTE* etc., and ISRO.

Constitution of various agencies like an independent education
authority/EDUSAT co-ordination committee/EDUSAT Advisory Group
etc., at various stages of implementation of EUP.

ISRO as a technology provider and partner was responsible for
content generation, social research feedback and evaluation, pilot
programme production and research studies as well as utilisation
jointly with user agencies and MHRD. Users were required to ensure
continuous content/educational programmes to these networks and
also to ensure the safe custody of these ground networks. Therefore,
tripartite MOUs were required to be entered into by ISRO with MHRD
and concerned State/national wusers, defining the specific
responsibilities of each entity.

Audit observed that against the above monitoring and evaluation mechanism
envisaged, DOS/ISRO did not put these mechanisms in place as discussed
below:-

The coordinating body was not created to ensure full utilisation of the
services provided by EDUSAT. Non-creation of a body to coordinate
between different stakeholders delayed actual implementation of
EUP. DOS stated (February 2010) that a high level inter-departmental
Programme Review Board was constituted for smooth co-ordination
and optimal utilisation of EDUSAT network. The reply is not
acceptable, since a Programme Review Board which is an inter-
departmental board, consisting of members of ISRO/DOS and various
central agencies/universities did not have representatives from user
states and as such, effective coordination was not possible. Further,
the National Core Group and Programme Review Board comprising of
the representatives of MHRD, however, did not meet after August
2005.

* Department of Science and Technology.
** All India Council for Technical Education.
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e Education authority/EDUSAT co-ordination committee/EDUSAT
Advisory Group was not constituted as envisaged. Without furnishing
specific reasons for non-constitution of management structure as
envisaged, ISRO stated (August 2009) that all possible efforts within
the powers of DOS/ISRO had been made to effectively utilise EDUSAT
as a technology provider and partner. Further, without furnishing the
details of reporting structure, ISRO stated that it was being
streamlined.

e A tripartite MOU as envisaged was not entered into. ISRO noted the
observation in August 2009 and DOS stated (February 2010) that
MHRD took the responsibility of getting MOU signed by user agency in
September 2005. Without furnishing signed copy of the tripartite
MOU, DOS merely added that tripartite MOU method already existed.

3.1.2.5 Financial resources for EUP

In a high level meeting under the Chairmanship of Secretary of the
Department of Secondary and Higher Education, Government of India in
December 2004, it was deliberated that the funding of the project at the
Central and State level is very critical for the success of the programme and
possibility of a Centrally Sponsored Scheme (CSS) was to be explored.

Though the idea of a CSS to fund EUP was mooted in November 2003, MHRD
initiated the proposal only in April 2006 to utilise EDUSAT fully. CSS proposed
an investment of 2,456 crore to utilise EDUSAT fully, including ¥1,628.03
crore towards ground network connectivity and 590 crore towards content
generation. The scheme did not materialise and in the meantime, EDUSAT
was decommissioned. DOS stated (February 2010) that MHRD funding was
part of country wide funding of EUP and this funding was out of context with
respect to EDUSAT.

The reply of DOS needs to be viewed in light of the fact that EDUSAT had
remained grossly underutilised and the modalities to ensure full utilisation of
EDUSAT including funding for the programmes should have been worked out
by DOS before launch of the satellite. However, even at the end of its life (at
the end of sixth year of its operation), action plan for full utilisation of
EDUSAT was not in place.

It was, therefore, evident that a definite source of funding was not identified
for the users towards expansion of their network connectivity and content
generation even at the end of the life of EDUSAT (September 2010).
Inadequate planning of financial resources therefore resulted in
underutilisation of the satellite.
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Recommendation 1:

DOS/ISRO need to plan their satellite based application programmes only
after ensuring that definite plans in terms of finances and infrastructure are
in place so that the satellites are utilised fully.

3.4.3 Issues in execution of EUP
3.1.3.1 Establishment of network connectivity

(a) Delay in establishment of ground networks

A total expenditure of ¥549.09 crore was incurred towards EDUSAT and EUP
as on March 2013. EDUSAT was launched in September 2004 and was to
remain in operation for seven years i.e., up to September 2011. Therefore
timely utilisation of satellites by establishing network would ensure effective
utilisation of scarce satellite resources.

The regional EDUSAT networks were expected to be operational in six
months after the launch of EDUSAT (i.e. by March 2005). The test check of
records relating to establishment of network in 14 states revealed that there
were delays in the establishment of EDUSAT. The delay has been worked out
from th