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PREFACE

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

Chapter-1 of this report indicates auditee profile, authority for audit,
planning and conduct of audit, organisational structure of the office of the
Principal Accountant General (E&RSA) and responses of the departments
to the draft paragraphs. Highlights of audit observations included in this
report have also been brought out in this Chapter.

Chapter-2 covers audit of transactions and Chapter-3 covers Chief
Controlling Officer based audit of a department.

The Report covers significant matters arising out of the compliance and
performance audits of Economic Sector departments including
Autonomous Bodies. The Reports containing points arising from audit of
the financial transactions relating to General and Social Sector
departments, Local Bodies, Statutory Corporations & Government
Companies and Revenue Receipts are presented separately.

The cases mentioned in the Report are among those which came to notice
in the course of test-audit of accounts during the year 2011-12 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 periods subsequent to
2011-12 have also been included, wherever necessary. -













Chapter 1

Introduction

1.1  About this Report

This Report of the Comptroller and Auditor General of India (C&AGQG) relates
to matters arising from chief controlling officer based audit of selected
programmes and activities and compliance audit of Government departments
and autonomous bodies under Economic Sector.

Compliance audit refers to examination of the transactions relating to
expenditure of the audited entities to ascertain whether the provisions of the
Constitution of India, applicable laws, rules, regulations and various orders
and instructions issued by competent authorities are being complied with.

The primary purpose of the Report is to bring to the notice of the State
Legislature, important results of audit. Auditing Standards require that the
materiality level for reporting should 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 deficiencies and achievements in
implementation of selected schemes, significant audit observations made
during the audit of transactions and follow-up on previous Audit Reports.
Chapter-2 contains observations on audit of transactions in Government
departments and autonomous bodies. Chaper-3 presents chief controlling
officer based audit of Forest Department.

1.2  Auditee Profile

There are 87 departments in the State at the Secretariat level, headed by
Additional Chief Secretaries/Principal Secretaries/Secretaries, who are
assisted by Directors/Commissioners and subordinate officers under them, and
11 autonomous bodies which are audited by the Principal Accountant General
(Economic & Revenue Sector Audit), Bangalore and the Principal Accountant
General (General & Social Sector Audit), Bangalore.
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The summary of fiscal transactions during the year 2010-11 and 2011-12 is
given in Table 1 below:

Table 1: Summary of fiscal transactions

® in crore)

Receipts - Disbursements
. [ 2010-11 [ 2011-12 2010-11 2011-12

Section A: Revenue Total Non-Plan Plan Total

Revenue receipts 58,206.22 | 69,806.27++ | Revenue 54,033.84 | 46,548.33 | 18,566.74 | 65,115.07
expenditure

Tax revenue 38,473.12 46,475.96 | General services 14,055.09 16,292.44 153.04 16,445.48

Non-tax revenue 3,358.28 . 4,086.86 | Social services 22,107.82 14,111.26 11,060.47 25,171.73

Share of union 9,506.31 11,075.04 | Economic services 14,892.44 | 1337474 | 5779.16 | 19,153.90

taxes/duties

Grants-in-aid & Grants-in-aid & .

contributions from GOI 6,868.51 8,168.41 contributions 2,978.49 2,769.89 1,574.07 4,343.96

Section B: Capital and others

Misc Capital receipts 71.81 89.19 | Capital outlay 13,355.17 583.88 14,921.77 15,505.65
General services 465.46 -24.62 600.87 625.49
Social services 2,616.70 2591 2,669.28 2,695.19
Economic services 10,273.01 533.35 11,651.62 12,184.97

Recoveries of loans & 16137 240.40 | Loans & advances | 4 45,95 8474 | 173081 | 181555

advances disbursed

. . Repayment of
3 -

Public debt receipts 6,713.74 9,357.95 public debt* 2,807.13 3,319.88 3,319.88

Contingency Fund — 12.53 [ Contingency Fund 12.53 0.51 - 0.51

Public Account 80,313.64 | 94,408.53 | Fublic Account 75,626.38 86,216.03

receipts disbursements

Opening cash balance 077351 | 766731 | Closing cash 7,667.31 9,609.49

Total | 1,55,240.29 | 1,81,582.18 Total | 1,55,240.29 1,81,582.18

(Source: Finance Accounts)

* Excluding net transactions under ways and means advance and overdraft

** Includes T 170.14 crore (treated as non-tax revenue), the outstanding central loans under Central Plan
Schemes and Centrally Sponsored Schemes advanced to State Governments by the Ministries other than
Ministry of Finance written off as per the recommendation of the XIII Finance Commission.

1.3 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 the Departments of Government of Karnataka under Section
13! of the C&AG's (DPC) Act. C&AG is the sole auditor in respect of 11
autonomous bodies which are audited under sections 1927, 19(3)’ and 20(1)*
of the C&AG's (DPC) Act. In addition, C&AG also conducts audit of 310
other autonomous bodies, under Section 14° of C&AG's (DPC) Act, which are

' Audit of (i) all transactions from the Consolidated Fund of the State, (ii) all transactions
relating to the Contingency Fund and Public Accounts and (iii) all trading, manufacturing,
profit & loss accounts, balance sheets & other subsidiary accounts

% Audit of the accounts of Corporations (not being Companies) established by or under law
made by the Parliament in accordance with the provisions of the respective legislations

? Audit of accounts of Corporations established by law made by the State Legislature on
the request of the Governor.

% Audit of accounts of any body or authority on the request of the Governor, on such terms and
conditions as may be agreed upon between the C&AG and the Government

5 Audit of all receipts and expenditure of a body/authority substantially financed by grants or
loans from the Consolidated Fund of the State 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 the State in a financial year is not less than ¥ one crore.
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substantially funded by the Government. Principles and methodologies for
various audits are prescribed in the Auditing Standards and the Regulations on
Audit and Accounts, 2007 issued by the C&AG.

1.4  Organisational structure of the Office of the Principal
Accountant General (Economic & Revenue Sector Audit),
Karnataka

Under the directions of the C&AG, the Office of the Principal Accountant -
General (E&RSA) conducts audit of Government Departments/Offices/
Autonomous Bodies/ Institutions under them which are spread all over the
State. The Principal Accountant General (E&RSA) is assisted by three Group
Officers.

|1.5 Planning and conduct of Audit |

Audit process starts with the assessment of risks faced by various departments
of Government 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. '

After completion of audit of units, Inspection Reports containing audit
findings are issued to the heads of the departments. The departments are
requested to furnish replies to the audit findings within one month of receipt of
the Inspection Reports. 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 Governor of State
under Article 151 of the Constitution of India.

During 2011-12, in the Works and Forest Wing, 131 units were audited by.
utilising 1,134 party-days. The audit plan covered those units/entities which
were vulnerable to significant risk as per our assessment.

1.6 _ Significant audit observations

- In the last few years, Audit has reported on several significant deficiencies in
implementation of various programmes/activities through performance audits,
as well as on the quality of internal controls in selected departments which
impact the success of programmes and functioning of the departments.
Similarly, the deficiencies noticed during compliance audit of the Government
departments/organisations were also reported upon.

The present report contains one Chief Controlling Officer based audit and 11 V
- draft paragraphs. The significant audit observations are discussed below:
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1.6.1 Chief Controlling Officer based audit of Forest Department

The objectives of the Forest Department are to preserve forests, increase forest
cover by undertaking extensive afforestation in degraded forests and increase
tree cover through social forestry besides preservation of wild life. Following
are observed:

>

Large number of vacancies amongst the front line staff affected the
protection and management of forests. The transfer of staff involved
in preparation of working plans in contravention of rules delayed the
finalisation of working plan of 29 divisions.

The potential of seed collection centers was not fully exploited due to
inadequate staff and budgetary support.

The wireless network essential for surveillance and monitoring of
remote widespread area was not functional in seven divisions.

The internal audit was largely non-existent on account of vacancies
amongst key staff.

The huge balances available under Karnataka Forest Development
Fund were underutilised.

The Karnataka Forest Development Corporation did not remit the
Forest Development Tax of ¥ 32.41 crore to Government account.

The State Government had not finalized its own forest policy despite
passage of six years since recommendation of National Forest
Commission.

The forest area declined by 797 sq km between 2001 and 2011
despite large scale afforestation and reasons were not analysed.

The 67,096 ha forest land encroached upon had not been got
evacuated as of March 2012.

Final notifications in respect of wildlife Sanctuaries in five cases
were pending for more than two decades since issue of preliminary
notifications. Consequently, management plans were not prepared.

(Paragraph 3.1)

1.6.2 Compliance audit of transactions

Audit has also reported on several significant deficiencies in critical areas
which impact the effective functioning of the Government departments. These
are as under:

» Lack of budgetary control resulted in creation of clear liability of

< 1509 crore on Government towards pending work bills.

(Paragraph 2.1.2)
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» Failure to execute agreement for a plot earlier leased to a public
sector undertaking more than three decades ago resulted in arrears of
rent of ¥3.91 crore.

(Paragraph 2.1.4)

» Failure to acquire land before entrustment of work resulted in locking
up of ¥4.31 crore on minor irrigation tank work sanctioned more than
a decade ago.

(Paragraph 2.1.5)

» The mistake in bitumen rate adopted for the base index while
calculating price adjustment bills for extra items in a road
improvement work had led to irregular payment of < 1.83 crore to a
contractor.

(Paragraph 2.2.1)

» Liquidated damages of < 1.36 crore were not imposed on a contractor
for abnormal delay in completion of road work.

(Paragraph 2.3.1)

» The Executive Engineer, National Highways, Chitradurga failed to
dovetail different components of the work, which resulted in lingering
of road widening work of National Highway 234. Further, bank
guarantee furnished towards drawal of interest free mobilisation
advance of T 7.97 crore was not encashed despite the contractor not
adhering to tender conditions.

(Paragraph 2.3.3)

]1.7 Lack of responsiveness of Government to Audit | \

1.7.1 Response of departments to the draft paragraphs

The Draft paragraphs/Reviews were forwarded demi-officially to the Principal
Secretaries/Secretaries of the concerned departments between June and
September 2012 with the request to send their responses within six weeks.
The Government replies for CCO based audit and seven out of 11 paragraphs
featured in this Report have been received. The replies, wherever received,
have been suitably incorporated in the Report.

1.7.2 Follow-up on Audit Reports

The Rules of Procedure (Internal Working), 1999 of the Public Accounts
Committee provides that all the departments of Government should furnish
detailed explanations in the form of Action Taken Notes (ATNs) to the
observations in Audit Reports, within four months of their being laid on the
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Table of Legislature to the Karnataka Legislature Secretariat with copies
thereof to Audit Office.

The administrative departments did not comply with these instructions and
four departments as detailed in Appendix 1.1 had not submitted ATNs for 18
paragraphs for the period 2002-03 to 2010-11.

1.7.3 Paragraphs to be discussed by the Public Accounts Committee

Details of paragraphs (excluding General and Statistical) pending discussion
by the Public Accounts Committee are given in Appendix 1.2.

BHOHBD
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Chapter 2

Audit of Transactions

Audit of transactions of the Economic Sector departments, their field
formations as well as that of the autonomous bodies brought out several
instances of lapses in management of resources and failures in the observance
of the norms of regularity, propriety and economy. These have been presented
in the succeeding paragraphs under broad objective heads.

2.1 Non-compliance with the rules

For sound financial administration and financial control, it is essential that
expenditure conforms to financial rules, regulations and orders issued by the
competent authority. This not only prevents irregularities, misappropriation
and frauds, but helps in maintaining good financial discipline. Some of the
audit findings on non-compliance with rules and regulations are as under:

PUBLIC WORKS, PORTS AND INLAND WATER TRANSPORT
DEPARTMENT

|2.1.1 Mukhyamantri Grameena Raste Abhivrudhi Yojane

The Government launched “Mukhyamantri Grameena Raste Abhivrudhi
Yojane” (MMGRAY) in May 2004 for planned maintenance and development
of rural roads viz., major district roads (MDR), other district roads (ODR) and
village roads (VR). The MDRs are under the jurisdiction of Public Works
Ports & Inland Water Transport Department (PWD) while ODRs & VRs are
under the jurisdiction of Panchayat Raj Department. Records in 14 divisions,
selected on simple random sampling method, were test checked to assess the
level of compliance to the scheme guidelines and the findings are brought out
in the succeeding paragraphs.

Non-functional SLC/DLCs

The Government formed (May 2004) a State Level Committee (SLC)! for
prioritization, preparation of state work plan and allocation of funds.
Similarly District Level Committees (DLC)* was formed for preparation of
annual plans, periodical review & monitoring.

However, both the committees remained non functional from the very
formation. The non-functioning of SLC/DLC was commented upon in
Paragraph 3.3.6.2 of Report of the Comptroller & Auditor General of India for
the year ended 31 March 2006. The Public Accounts Committee (PAC) in its

! SL.C — Chief Minister as Chairman and Minister for Rural Development and Panchayat Raj
(RDPR), Finance Secretary, Revenue Commissioner, Secretary, PWD and Secretary RDPR as
members

2 DLC - District in-charge Minister as Chairman and Deputy Commissioner of the district and
Executive Engineer, PWD as members
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report’ recommended that Government should activate SLC/DLC for
monitoring quality and implementation of the scheme in a most responsible
manner. However, no meetings were held and consequently the entire
expenditure of I 1,449.76 crore on the works taken up during 2007-12 was
without planning, prioritization and programming.

Grant and Expenditure
The Government provides grants under 3054-MMGRAY (Plan) for
maintenance as well as improvement works under the scheme. The budgetary

grant provided by the Government for the scheme and the expenditure
incurred thereon during 2007-2012 are as shown in Table 1:

Table 1: Details of grant, expenditure and pending bills

R in crore)
Year Grant Expenditure Pending bills
Plan Non-Plan Plan Non-Plan No. of bills Amount
2007-08 300.00 - 302.21 - 8,361 247.46
2008-09 353.00 - 353.13 - 7,540 240.83
2009-10 _200.00 - 180.10 - 9,001 271.74
2010-11 350.00 100.00 349.35 98.07 5,452 121.42
2011-12 85.00 100.00 66.91 99.99 4,587 150.37
Total 1,288.00 200.00 1,251.70 198.06 )

{Source: Figures obtained from Chief Engineers and Pr Accountant General (A&E)}
The bills pending amounted to 81 per cent of the budgetary grant of 2011-12.
Diversion of fund

"The guidelines prohibit expenditure on construction of new roads or
maintenance & up-gradation of roads other than MDRs. However, an amount
of ¥ 61.51 crore was diverted for construction and maintenance of state
highways, national highways etc., in violation of scheme guidelines
(Appendix 2.1).

Poor monitoring by Controlling Oﬁ‘icers

The progress of expenditure should be closely watched by the Controlling
Officers for the grant administered by them to ensure that the expenditure is
limited to the grant allotted through monthly expenditure statements received
from implementing officers. A comparison of the expenditure as per the books
of the Pr AG (A&E), Karnataka and grants released by FD and by PWD
revealed wide variation between grants released and bills paid under the
scheme during 2007-12 as shown in Table 2:

? 13™ assembly, 6™ report of January 2011.
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Table 2: Variation in expenditure figure

(X in crore)

Year Grant released | Grant released by | Expenditure as per the

by FD PWD to CE books of Pr AG (A&E)
2007-08 300.00 258.59 302.21
2008-09 250.00 225.89 353.13
2009-10 180.00 99.12 ' 180.10
2010-11 448.07 165.58 447.42
2011-12 166.83 167.47 166.90

Total 1,344.90 916.65 1,449.76

{Source: Information obtained from Government/Department/Pr AG (A&E)}

Reasons for variations as above were not found available in the records
produced to Audit.

Deficient allocation of funds for planned development

The guidelines stipulated the allocation of funds for planned development® and
emergency works® in the ratio 90:10. Scrutiny of records in 14 test checked
divisions revealed that the prescribed segregation of funds towards
improvement & development of MDR and urgent repairs was not followed
while sanctioning the works by SE as out of the total works costing
T 393.81 crore carried out during 2007-12, the pothole filling works
sanctioned formed 39 per cent as against the permissible limit of 10 per cent
and works were taken up on piece work system.

Further analysis in eight test checked divisions revealed that 248 works
costing T 45.10 crore were split up into 1,666 estimates by the EEs so as to
bring it within their delegated powers and were got executed on piece work
basis.

Suspension of works due to mounting pending bills

The guidelines stipulated the necessity of keeping the work plan for the year
within the allotted grants. The provisions were violated and large number of
works was taken up every year which had resulted in creation of huge liability
in the form of pending bills which rose to ¥ 379.23 crore as of July 2009. The
Government noted (August 2009) that the works were not contributing to the
development of roads and ordered suspension of all on-going works “as is
where is basis” with a view to clearing the bills.

Consequently, in five out of 14 test checked divisions, 47 works costing
< 27.29 crore were abandoned after incurring an expenditure of ¥ 8.77 crore
without bringing it to a safe stage (Appendix 2.2). Absence of bituminous
layer rendered these works susceptible to early damages. It was replied (July
2012) by the CEs that no orders were issued by the Government for restarting
the abandoned works.

4 Strengthening works and widening works.
> Pot-hole filling works. |

11
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The matter was referred (September 2012) to Government; their reply awaited
(December 2012).

|2.1.2~ Budgetary lapses leading to creation of pending bills

Lack of budgetary control resulted in creation of clear liability of ¥ 1509
crore on Government towards pending work bills

Paragraph 88 and 134 of the Karnataka Budget Manual (KBM) stipulate that
the Chief Engineer shall submit consolidated budget estimates for the
forthcoming year to the Finance Department (FD) within the prescribed due
date (26th November). The FD after scrutinizing the estimate should prepare
Appendix ‘E’ (appendix) showing detailed estimates of expenditure in respect
of works costing over Rupees one lakh which shall be submitted to the
Legislature along with the budget for discussion. The appendix, after sanction
of budget, shall be circulated among the implementing officers not later than
April of the relevant financial year.

The Public Accounts Committee (PAC) in its sixth report of 2009-10 (January
2011) while expressing serious concern over the abnormal delay in preparing
the appendix observed that it was an integral part of the budget and therefore
should be submitted to the Legislature for discussion along with the budget.
PAC further observed that the appendix should be considered as a list of
works approved by the Legislature and therefore expenditure on works not
covered by appendix has to be regarded as unauthorized. PAC also
recommended for prioritizing budget provision for completing ongoing works
before considering provision for new works.

For the year 2011-12, appendix was approved by FD (26 March 2012) only for
three® major heads after a lapse of about one year of passing the budget (31
March 2011) that too only for a few minor heads under the said major heads.
While the approval itself was delayed, printing was further delayed by more
than 5 months (17 September 2012).

Review of expenditure under Grant 20 (Public Works Department) for the
year 2011-12 revealed mismatch between grant provided in appendix, budget
grant and expenditure as discussed in the succeeding paragraphs.

During the year 2011-12 as against the total expenditure of ¥ 3,595.88 crore
under capital major heads - 4059, 4216 and 5054, the grant provided in
appendix was only ¥ 1,767.45 crore. As the appendix was meant to ensure
Legislative sanction for expenditure on works, an amount of ¥ 1,828.43 crore
spent on works was devoid of Legislative approval. Even under the sub-heads
provisions in appendix largely varied from the budget grant resulting in
inadequate provision on works amounting ¥ 717.35 crore.

Under 5054 - Roads and Bridges (ongoing works) in seven Divisions’, audit
noticed inadequate provision of grant in appendix aggregating I 246.13 crore

6 Major heads - 4059, 4216, 5054
7 Belgaum, Bagalkot, Chikodi, Gadag, Kolar, Raichur and Sirsi

12
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on 571 works despite the fact that all these works were scheduled for
completion during the year. In ten Divisions® short release of grants though
provided in appendix amounted to ¥ 258.92 crore. This adversely affected
timely completion of works besides leading to accumulation of pending bills.

Thus, absence of appendix covering all ongoing and new works as per KBM
provisions and delay in issuing the same to the implementing officers was a
serious lapse in ensuring Legislative sanction for the list of works before
incurring expenditure. Strict expenditure control over the works could not be
ensured.

PAC in its sixth report while expressing serious concern over the uncontrolled
growth of pending bills, further recommended the necessity of FD to take
strict measures to release grants so that works are completed as per time
schedule shown in appendix, besides discouraging the tendency of taking up
works not provided in appendix. The committee also recommended the
necessity of making 70 per cent initial provision in appendix against the
prevailing practice of one—third grant, so as to complete the works in time.
However these requirements were not complied with. Lack of budgetary
control resulted in creation of clear liability of ¥ 1,509 crore on Government
towards pending work bills as of March 2012.

The matter was brought to the notice of Government (September 2012); their
reply awaited (December 2012).

[2.1.34 Irregular execution of works |

Executive Engineer, Ramanagaram split up major works into piece
works in violation of codal provisions

The Departmental code prohibits splitting up of major works by an authority
just to bring it under their sanctioning power in order to entrust works on piece
work basis. Further, the Government had issued instructions (2002) that only
repair and other emergent works costing below I 5 lakh should be taken on
piece work system. ‘

Scrutiny of records (December 2010) of the Executive Engineer, Public Works
Ports and Inland Water Transport Department, Ramanagaram (EE), revealed
entrustment of 1,189 piece works to seven contractors during 2009-10 in
violation of rules involving an outlay of T 22.46 crore. A test check of records
covering an expenditure of ¥ 9.55 crore pertaining to 192 piece work
agreements (each costing below ¥ 5 lakh) revealed the following irregularities:

»  The Assistant Executive Engineers (AEE) signed the agreement though
not authorised and these were subsequently certified by the EE in token
of its acceptance.

¥ No 1 Bangalore, No 2 Bangalore, ESI Building, Bangalore, PW& IWTD, Bangalore
Chikkaballapur, Kolar, Mysore, Ramanagaram, Sirsi and Tumkur

13
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»  The piece work agreements and work order(s) issued by the EE were not
dated though stipulated period of completion was shown as 30 days.

»  In 17 cases, the works costing ¥ 84.93 lakh were entrusted to/executed
by persons other than those mentioned in the work order/sanction
communicated by the Chief Engineer (CE).

>  Four improvement works® (three major road improvements works and
one improvement work around the PU College building aggregating to
T 4.64 crore) were split into 93 estimates, all below I five lakh, and
entrusted to six Class I and II contractors on piece work basis in
violation of codal provisions. The nature of works do also not fall into
the category of maintenance or repairs.

»  Contractors were required to furnish quality control (QC) test
certificates for materials. The QC test certificates were not produced by
the contractors and department also did not ensure the quality of works
executed.

»  The works entrusted on piece works were not covered by defect liability
clause.

»  The EE did not check measure the work in progress and record the fact,
as required by the Karnataka Public Works Departmental Code (Volume
II). Further, EE also did not check the final measurements of works
costing more than ¥ 25,000 to the extent of 25 per cent of the total value
of the work done, before payment of the bill. The records pertaining to
check measurements were not produced to audit.

The EE replied (December 2010/September 2012) that the delegation of
financial powers to CE, Superintending Engineer and EE was strictly adhered
to while approving the works and that the agreements had been executed
between EE and the contractors and the AEE had only recommended the
proposals. It was further stated that all the work orders issued to the
contractors and sub-division offices had been dated except in the office copies
which were missed due to oversight and that the work orders had been issued
as per the approval from CE only. However, the statement is contrary to the
evidence produced to audit which indicated that the work orders/agreements
were undated and the agreements were executed between the AEE and the
contractors only. This was not brought to the notice of competent authority
even at a later stage for ratification. EE did not furnish reply in respect of
works carried out by persons other than to whom it was allotted. Further, post
facto approval for change in-entrustment of work was neither obtained from
higher authorities nor brought to their notice by EE.

® Kallya Sripathihalli Road (17 piece works — ¥ 84.86 lakh), Improvements to road from
Motaganahalli to NH 48 (51 piece works — ¥ 254.59 lakh), Improvement to Road from
Magadi to Nelamangala via Bittasandra in Magadi taluk (13 piece works- ¥ 64.87 lakh) and
improvement works around PU College, Bachahalli, Magadi (12 piece works — ¥ 59.61
lakh).

14
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The matter was referred to Government in April 2012; their reply awaited
(December 2012).

12.1.4 Potential loss of revenue

Failure to execute agreement for a plot earlier leased to a public sector
undertaking more than three decades ago resulted in arrears of rent of
< 3.91 crore ‘

The Karnataka Public Works Departmental Code provisions envisage that in
all cases of tenancy agreement or lease, the tenant should execute a tenancy
agreement or lease in the prescribed form and also to make a provision for
recovery of arrears of rent due to Government as arrears of land revenue
without prejudice to any other remedies open to Government.

Government leased out (February 1974) 4,300 square feet plot in
Gandhinagar, Bangalore to M/s Indian Oil Corporation Limited (lessee) for
petroleum retail outlet at a monthly rent of I 700 for a period of five years and
belatedly renewed (August 1985) the lease period up to 1987. The
Government in their order of December 1992 did not extend the lease period
beyond 11 December 1992 and enhanced the monthly rent retrospectively
from 12 December 1982 to 11 December 1992 at varying rates'’. Aggrieved,
the lessee filed a writ petition in the High Court of Karnataka which in its
interim order (September 1993) directed the parties to resolve the matter
amicably. Accordingly, in the meeting convened (March 1994) at
Government level, the lessee agreed for a hike of 20 per cent of rent every
five years, which was subject to Finance Department’s (FD) approval and
lessee also agreed to vacate the premises.

The Secretary, PWP &IWTD intimated (September 1996) the Chief Engineer
(CE) that the FD did not agree to these proposals and instructed to recover rent
at 12 per cent of the market rate of the land for the extended period. However,
the lessee was paying monthly rent of ¥ 5,200 up to July 2009 and < 8,200
thereafter disregarding the market rates' to be fixed as per FD instruction. In
the meanwhile, the High Court of Karnataka disposed of (September 1999) the
writ petition in favour of the Department but no action was taken to evict
despite the order. However, the Department revised the rent to I 3.31 lakh per
month and assessed ¥ 3.22 crore as arrears (May 2010) but lessee agreed
(September 2010) to pay a monthly rent of I 75,000 from April 2010 and
< 20.34 lakh as arrears of rent. The lessee argued that it is a public sector
undertaking (PSU) catering to general public and is entitled for lower rate of
rent. The request of the lessee was not accepted by the Government but
neither effective action was taken to evict the lessee nor recovered the rental
arrears of ¥ 3.22 crore.

Review of records revealed that Department had never concluded a formal
lease agreement with the lessee though required as per codal provisions.

1 From ¥ 3,000 pm to ¥ 4,975 pm up to 11 December 1987 and ¥ 12,200 pm up to
11 December 1992.
11'%8,530 pmto ¥3,31,000 pm
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Further, the Executive Engineer (EE) stopped accepting rent from lessee from
April 2010 though lessee was still occupying the premises. The contention of
the lessee that it is a PSU and entitled for concessional rate of rent was
incorrect as it had allotted the dealership to an individual for operating a retail
outlet. Hence, the PSU was not the beneficiary of low rentals and this fact
was known to the department.

The Government stated (March 2012) that it had finally decided to collect
monthly rent of ¥ 3.31 lakh as proposed and arrears of rent of ¥ 3.91 crore.
The Government further stated that constant efforts had been made for
collection of the arrears. This contention is not borne out by the fact that
despite an agreement on rentals being arrived at in March 1994, approval or
rejection of the same was not communicated to the CE till September 1996,
nor was rent collected at the higher rates till such time that final approval was
communicated by the Finance Department. Even after rejection, the EE
disregarded Government directions and continued to recover rentals at
substantially reduced rate till 13 years after the communication. Further, EE
had stopped taking monthly rent from April 2010 and onwards. The recovery
of arrears of rent aggregated to I 3.91 crore as of February 2012 is unlikely to
be realised in the absence of any agreement leading to potential loss.

WATER RESOURCES DEPARTMENT — MINOR IRRIGATION

;2.1.5 Inordinate delay in completion of project

Failure to acquire land before entrustment of work resulted in locking
up of T 4.31 crore on a minor irrigation tank work sanctioned more than
a decade ago. '

As per Paragraph 209 of Karnataka Public Works Departmental Code, no
work should be commenced by the department unless land for the execution of
the work is duly acquired and Paragraph 107 stipulates that revised sanction
should be obtained in case of expenditure exceeds by more than 15 per cent of
the original sanction. ~

The Executive Engineer, Minor Irrigation Department, Dharwad (EE) awarded
(December 2003) construction of a tank at Antravalli village in Ranebennur
taluk to a contractor for I 1.65 crore at 42.22 per cent below re-casted
Schedule of Rates. The scheduled period of completion was 18 months. The
project involved acquisition of 60 hectares (ha) of land for construction of
bund, approach and tail channel, canals, etc. The contractor could not achieve
the required progress due to objection from land owners and power lines
obstructing the portion of bund work. The contractor achieved progress of
< 26.26 lakh during the contract period and Chief Engineer (CE) rescinded
(October 2006) the contract at risk and cost. Based on the then Deputy Chief
Minister’s instruction that Government would benefit from the lower tender
rates, extension of time was granted up to March 2008. The overall progress
achieved was ¥ 45.30 lakh despite time extension and CE rescinded (July
2008) the contract at risk and cost considering the poor progress. The balance
work was entrusted (January 2010) to another contractor on tender basis for
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< 3.88 crore for completion by February 2011. As of March 2012, all the
works were completed but canals could not be completed due to non-
acquisition of land. The total expenditure incurred on work including land
acquisition cost was ¥ 4.31 crore.

Scrutiny of the records of EE (September 2011) showed delay in acquisition of
land and delay in shifting of power lines. The preliminary notifications under
Land Acquisition Act for acquisition of land were issued in April 2004 and
November 2009 i.e. after award of contract. There was considerable delay in
shifting of power lines which was shifted only after entrustment of work to
second contractor. Thus, the necessary land for execution of work was not
available with the department at any point of time. This resulted in non-
completion of work even after 11 years.

Further, the total expenditure of ¥ 4.31 crore exceeded the sanctioned estimate
(X 2.48 crore) by 73.79 per cent, however, revised sanction as stipulated under
codal provision was not obtained. It was also noticed that action was neither
taken to recover the extra cost of I 2.67 crore or blacklist the defaulting
contractor.

Government stated (December 2012) that tank work was completed and water
could be stored. Further, it was stated that deposit of ¥ 4.26 lakh had been
forfeited (December 2012) after being pointed out in Audit and action would
be taken to recover the extra cost. The reply was not acceptable as the
objective of providing irrigation benefit for 400 ha of land was not fulfilled as
only storage capacity had been created.

2.2 Audit against propriety/Expenditure without justification

Authorisation of expenditure from public funds is to be guided by the
principles of propriety and efficiency. Authorities empowered to incur
expenditure are expected to enforce the same vigilance as a person of ordinary
prudence would exercise mn respect of his own money and should enforce
financial order and strict economy at every step. Audit has noticed instances
of impropriety and extra expenditure, some of which are hereunder.

PUBLIC WORKS, PORTS AND INLAND WATER TRANSPORT
. DEPARTENT

|2.2.1 Excess payment towards price adjustment

The mistake in bitumen rate adopted for the base index while calculating
price adjustment bills in a road work contract had led to irregular
payment of ¥ 1.83 crore. :

The contract for “strengthening and developing Hubli-Gokul Major District
Road from Hosur cross to Airport Road under ASIDEY scheme” was

12 Assistance to States for Development of Export Infrastructure and Allied Activities
(Centrally Sponsored Scheme).
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entrusted (October 2007) to a contractor for ¥ 11.92 crore for completion in 18
months. The agreement included price adjustment (PA) clause for increase or
decrease in cost of bitumen, plant & machinery, fuel & lubricants, labour and
other materials with different weightages based on the average consumer price
index calculated as compared to the base index.

The agreement specified usage of 80/100 grade bitumen for the bituminous
items. The Chief Engineer during his inspection of the work instructed
(May and July 2008) to provide 60/70 grade bitumen which not only reduces
the maintenance cost but also improves the road life. Due to change in the
grade of bitumen the rates for the bituminous items were revised and extra
financial implication of ¥ 8.28 crore was approved by the Chief Engineer in
February 2009. The rates of the bituminous items were revised as per
schedule of rates of 2008-09 with tender premium by considering a rate
¥ 43,289 per MT for 60/70 grade bitumen. The total payment made to the
contractor was I 17.60 crore which included ¥ 1.80 crore towards price
adjustment bills.

Scrutiny of records (December 2010) of the Executive Engineer, Public Works
Ports and Inland Water Transport Department, Dharwad (EE) revealed an
error in the rate adopted for bitumen in the base index leading to irregular
payments. As the rates for the bituminous items were revised as ¥ 43,289 and
paid accordingly, this rate should have been adopted as the base index while
calculating price adjustment bills paid between March 2009 and October 2010.
But instead EE had adopted lower bitumen rate of ¥ 30,070.49 per MT and
paid ¥ 55.61 lakh towards price adjustment for bitumen. The amount that was
recoverable towards price adjustment for bitumen component works out to
< 1.28 crore but instead EE had paid ¥ 55.61 lakh. Hence, the total amount
recoverable from the contractor was ¥ 1.83 crore.

Government accepted (October 2012) the audit observation that Clause 44 of
the agreement exclude extra items from the value of work done for price
adjustment and should be separately agreed upon between the parties in case
of its application for extra items. Government also stated that the change of
grade of bitumen became an extra item and rates were revised as per Clause 13
of the agreement. As per provisions, the base price of bitumen for PA is
reckoned at the rate prevailing 30 days prior to date of opening of tender.
Hence, the date of approval of extra item was treated on par with the date of
opening of tenders and bitumen rate (X 30,070.49 per MT) prevailing 30 days
prior to date of approval of extra item was adopted as base price of bitumen
instead of adopting ¥ 43,289 per MT as observed in audit as none of the
contractual provisions stipulates as such. Government also stated that the rates
were paid in consultation with the contractor.

The reply was not acceptable for the following reasons:

» The PA Clause accounts for variation in price of labour, material, fuel
etc., during the contract period and determined by formulae comprising
element of base price and current price among others. The base price
and current price needs to be defined in the tender schedules. The
contractor is expected to consider the prices of construction materials
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and others while submitting the bid which is reflected in the form of
tender premium. The contracted amount of this work was accepted
with a tender premium of plus 19.48 per cent.

» The Government admitted that PA as per clause 44 is not applicable
for extra items as per contractual provisions and had to be separately
agreed upon i.e. separate agreement to be drawn which has no relation
to revised agreement. Before entering into separate agreement,
financial implication has to be worked out, otherwise would result in
unintended benefit to the contractor.

» The bitumen rate considered for revised rates was I 43,289 per MT
and after loading tender premium of 19.48 per cent as per Clause 13,
the effective bitumen rate worked out to ¥ 51,721.70 per MT.
However, the bitumen prices came down in the subsequent months as
seen from the price adjustment bills which varied between I 31,233.09
and ¥ 38,757.26 against I 51,721.70 per MT actually paid. The
decrease in bitumen prices had not resulted in recovery from contractor
but instead contractor was paid ¥ 52 lakh for price adjustment of
bitumen. Since tender premium was loaded to bitumen rate while
working out revised rates for extra items, the adoption of bitumen rate
0f ¥ 30,070.49 per MT as base price for PA was not justified.

Thus, the adoption of lower base price had resulted in excess payment of
T 1.83 crore to contractor. Further, the Government contention that terms
were agreed upon with contractor was not acceptable as supplementary
agreement was neither concluded nor produced to audit as such binding
agreement was not in place.

WATER RESOURCES DEPARTMENT — MINOR IRRIGATION

2.2.2 Unproductive investment " l

A minor irrigation project was taken up without examining its necessity
which would not increase the storage capacity of the barrage resulting in
unproductive investment of ¥ 56.67 lakh.

The construction of Bridge-cum-barrage (BCB) across Dudhganga river near
Barward village in Chikkodi taluk of Belgaum district was approved (May
2006) by Government for ¥ 1.30 crore to provide irrigation to 234 hectare (ha)
land. The proposed BCB with a storage capacity of 0.0939 mcum was
designed with a length of 54.40 mtr having span width of 4.25 mtr. The work
was awarded (December 2006) to a contractor for ¥ 1.65 crore for completion
in nine months (January 2008) excluding monsoon period.

During excavation (between January and May 2007) for foundation, the hard
strata was not met at the designed depth and alluvial soil was encountered.
The contractor, therefore, requested (May 2007) for further instructions for
continuation of the work. The Superintending Engineer (SE) during the
inspection of the work (May 2007) instructed Executive Engineer to obtain
revised foundation designs and drawings for the BCB. The work was stopped

19




Report No.5 of the year 2013

from April 2007 while contractor had achieved financial progress of
3 43.721akh.  The Technical Appraisal Committee (TAC) instructed
(February 2008) to get the revised design validated by Indian Institute of
Science (IISc) as the foundation was to rest on alluvial soil. The issue was
referred (March 2008) to IISc and approval from TAC for revised estimate
was obtained (April 2010). The contractor had requested for payment as per
Schedule of Rates for 2009-10 with tender premium for execution of balance
works which was approved by Government in October 2011. A supplementary
agreement for ¥ 3.34 crore was concluded (November 2011) with the
contractor for carrying out the balance works.

Scrutiny of the records (November 2011) of Executive Engineer, Minor
Irrigation Division, Belgaum (EE) revealed that the conceptualization of the
project was ill-conceived and was taken up for execution without conducting
initial investigations.

»  The project report stated that the BCB was proposed to store the lean
flow in the river to supplement Khariff season crops and mainly for Rabi
season crops. The proposed BCB was being built across perennial river
and the water flows up to HFL (highest flood level) during rainy season
i.e., June to October. During November to May, water is released into
river from Kalammawadi Dam by Maharashtra State as per inter-state
water agreement.

Thus, there is hardly lean water flow in the river during any period of
the year.

>  The BCB was to provide irrigation to 234 ha land from 0.0939 mcum of
water for growing semidry crops. However, the quantum of water
required for planned irrigation is 1.50 mcum as against storage capacity
of 0.0939 mcum", which is 6.26 per cent of the water requirement and
sufficient to irrigate only 15 ha. Hence, scheme was grossly under
designed.

»  There would be standing water up to height of 2 to 3 mitrs at the
proposed BCB during Rabi season due to closure of gates at the
Karadaga Barrage which existed at the downstream of the proposed
project. The SE during the inspection (January 2008) noticing the
presence of standing water at the proposed project opined that the
proposed structure would serve only as a bridge.

Thus the project which provides meagre irrigation benefit does not justify
investment of ¥ 3.34 crore on which an expenditure of ¥ 50.67 lakh'* had
already been incurred.

The Government stated (December 2012) that the water is let into river by
Maharashtra Government from November to May every year as per inter-state
agreement. The storage capacity of the barrage shown in estimate for every

13 As per project report.
' Including RA bill amount of T 43.72 lakh.
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month from June to January was sufficient to meet the requirement of Rabi
crops. The storage capacity of 0.0939 mcum could irrigate required area
during the month of February. Further, Government stated that SE’s opinion
during inspection was not realistic.

The reply was not acceptable as the project was proposed to meet requirement
of Rabi crop (November to February) and river is perennial till

~ January/February as per project report enclosed to sanctioned estimate. This
was due to release of water by Maharashtra as per inter-state agreement i.e.
November to May. Hence, the standing water was noticed by SE during site
inspection.

2.3 Failure of oversight/governance

The Government has an obligation to improve the quality of life of the people
for which it works towards fulfilment of certain goals in the area of health,
education, development and up gradation of infrastructure and public service
etc. However, Audit noticed instances where the funds released by
Government for creating public assets for the benefit of the community
remained unutilised/blocked and/or proved unfruitful/unproductive due to
indecisiveness, lack of administrative oversight and concerted action at
various levels. A few such cases are discussed below:

PUBLIC WORKS, PORTS AND INLAND WATER TRANSPORT
DEPARTMENT

2.3.1 Unintended benefit to contractor

A contractor took mearly 42 months to complefe a work as against
stipulated nine months and liquidated damages of ¥ 1.36 crore was not
imposed despite abnormal delay in completion of work.

The balance works of rehabilitation of road work from Sirsi to Mavinagundi
(Package M26) was entrusted (December 2005) to a contractor under
Karnataka State Highway Improvement Project (KSHIP) for ¥ 13.65 crore for
completion in nine months (September 2006). The contractor during the
tender period achieved a progress to the extent of ¥ 3.83 crore (28 per cent of
the contract value) and the shortfall was attributed to unseasonal rains, non-
availability of aggregates, road passing through reserve forest area, efc. The
Steering Committee headed by Principal Secretary to Government, Public
Works, Ports & Inland Water Transport Department, approved (November
2006) extension of time for completion of work up to 31 March 2007 and also
authorised Chief Project Officer, KSHIP to finalise extension of time
proposals at his level as the KSHIP project was scheduled to end in October
2007. Second extension up to 31 March 2008 was granted but the contractor
could achieve only 10.70 per cent progress in the extended period of 18
months by citing the same reasons for which extension was granted earlier and
further extension of 14 months was granted up to 31 May 2009. Finally, the
work was completed in May 2009 after a delay of 32 months after granting
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extension of time thrice. The final bill of the contractor was paid at
T 10.24 crore including variation orders aggregating to ¥ 57.42 lakh.

The agreement stipulated levy of liquidated damages (LD) for each day of
delay in completion at ¥ 74,570 per day subject to a maximum of 10 per cent
of the contract value. Scrutiny of records of Project Director, KSHIP revealed
that the extension of time was granted thrice. However, not invoking the
provisions of LD for delay of 32 months was not justified for the following
reasons:

»  The procurement of the aggregates was the responsibility of the
contractor and work had to be executed in forest area was also known to
the contractor and department.

»  The balance works to be completed by the contractor after the first
extension was to the extent of 62 per cent only and for which the
department granted 27 months to complete it, which was three times the
original contract period of nine months were unreasonable and not

. proper. This extension was granted despite reduction in the scope of
work by 29 per cent”.

»  The Steering Committee while reviewing the second extension granted
(April 2007 to March 2008) had instructed (September 2007) to levy the
LD to speed up the progress of work. However, LD was not levied.

Thus, the extension of time granted without levy of LD was not justified and
resulted in unintended benefit to the contractor amounting to ¥ 1.36 crore.

The Project Director stated (August 2012) that the contractor could not start
the project on time due to the stoppage of work intermittently by the original
contractor and required a lot of time to set right the balance work. It was also
stated that though the contractor had unduly delayed the completion of work,
the LD was not levied as neither revised rates nor compensation in the form of
price adjustment were paid. The reply was not acceptable as the objective of a
LD clause in a contract was to ensure commitment to deadline and avoid late
deliveries. Revised rate and compensation were in any case not payable for
delayed works. Also, the LD was not levied despite instructions by Steering
Committee which had resulted in extending unintended benefit to the
contractor.

The matter was referred to the Government (March 2012); their reply awaited
(December 2012).

' The item of works in Chainage 35+100 to 35+900 in Link Road-8D and Chainage 12+600
to 14+280 in Link Road-8E etc.,
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B.S.Z Loss due to non-availment of grant

Failure to adhere to time schedule .as per agreement pertaining to
consultancy services for development of road sector in Karnataka
resulted in foregoing of grant of ¥ 1.21 crore.

Government of Karnataka (Government) entered (July 2008) into an
- agreement with the International Bank for Reconstruction and Development
(World Bank), based on which a grant of US $§ 4.40 lakh was extended to
Government to facilitate private financing and domestic borrowing for road
sector in Karnataka. The closing date for the grant was 29 June 2010 extended
up to 31 December 2010 with disbursement deadline of two months after the
closing date. The project objectives included support to Public Works, Ports
and Inland Water Transport Department (PWD), hiring the services of a
financial advisor (FA) to prepare a report outlining options for the proposed
World Bank (WB) loan to access additional financing from private sector and
local financial institutions for development of roads, expenses related to study
tour etc. An advance grant of ¥ 1.02 crore (US $ 2.11 lakh) was released to
Government in August 2009. ’

The Karnataka State Highways Improvement Project (KSHIP), Bangalore
being the Project Implementation Unit (PIU) appointed (June 2009) M/s Price
Water House Cooper Private Limited (PWC) as FA for the Public Private
Infrastructure Advisory Facility (PPIAF) at a contract price of ¥ 1.03 crore.
The scope of consultancy included assessment of public private partnership,
establishment of Road fund with rules governing its operation, credit rating for
the road fund once established efc, and the report to be submitted in six
months (December 2009).

Though PWC submitted its report within the stipulated period, the WB team
desired (March 2010) that the scope of the PPIAF to be broadened and
extended submission of report by six months. The senior officers of the
department as part of the project undertook (September/October 2010) study
tour at an expenditure of ¥ 0.74 crore. The Government sought (December
2010) further extension up to June 2011. The request was not acceded to and
as Government failed to complete the project even during extended period, the
WB cancelled (April 2011) the grant of US $ 2.57 lakh (% 1.21 crore) '® by
treating the same as undisbursed grant. The total expenditure incurred on
PPIAF was ¥ 1.77 crore including expenses towards international study tour.

Scrutiny of records revealed that the PTU took 11 months for appointment of
FA after signing the agreement with WB. There were delays in submission of
FA Report by PIU and draft Karnataka Road Fund (KRF) Act was submitted
to Government only during November 2010 without consulting Finance
Department, Planning Department and Infrastructure Development
Department. Only in the meeting chaired by Principal Secretary, PWD in
December 2010 it was decided to consult these departments before seeking
approval of Legislature for establishment of KRF. The inter-departmental

16 At exchange rate of ¥ 46.9449 per US $ as at December 2010.
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consultation process was not completed by the administrative department even
up to December 2010 i.e., closing date for grant. Further, the reimbursement
of T 0.74 crore incurred towards study tour claimed by the department was
rejected by WB for delay in submission of claims. Thus, lack of planning and
non-adherence to due dates for submission of claims resulted in non-
recoupment of expenditure incurred and loss of grant aggregating to ¥ 1.21
crore.

The Chief Project Officer, KSHIP replied (August 2012) that the delay was
mainly due to establishment of KRF which was under consideration of
Government and giving approval for the establishment of KRF was the
prerogative of the legislature. The reply was not acceptable as the formalities
to be completed were known to the department but the department failed to
complete the process even after extension of time by WB which resulted in
loss of grant of ¥ 1.21 crore and non reimbursement of expenses of I 0.74
crore.

The matter was referred to Government (June 2012); their reply awaited
(December 2012).

l2.3.3 Undue haste in award of contract 1

Failure to dovetail different components of the estimate resulted in
lingering of a road widening work. Non-encashment of bank guarantee
furnished as security for drawal of interest free mobilisation advance of ¥
7.97 crore despite non-compliance with tender conditions resulted in
extending undue benefit to agency.

The contract for widening of National Highway 234 from km 194.90 to km
23430 (Banavara — Huliyar Section) under Special Projects Scheme of
Government of India (GOI) was awarded (February 2011) by Executive
Engineer, National Highways Division, Chitradurga (EE) to M/s ASIP Private
Limited, Hyderabad (agency) for ¥ 79.74 crore for completion in 24 months
(February 2013). The agency was paid ¥ 7.97 crore in March 2011 as interest
free mobilisation advance (MA) as per the terms of the contract for
procurement of equipments, plant, mobilisation expenses and was required to
produce copies of invoices or other documents for having utilised the MA.
The agency had given a progress to the extent of T 6.22 crore (9 per cent) to
the end of April 2012 and scrutiny of records (September 2011) revealed
undue haste in award of contract besides improper management of the contract
as discussed below:

»  Apart from widening to four lane road, the work comprised preparatory
activities like shifting of electrical utilities, water supply lines, removal
of road side trees, etc. However, these preparatory works did not form
part of the main road work contract and were to be taken up through
other agencies. The GOI while according sanction of work had
instructed that the Chief Engineer must ensure completion of shifting of
utilities before award of the main contract where as the contract for
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shifting the utilities were firmed up after a delay of five to twelve
months'”. The contract for removal of trees was not finalised as of
April 2012. Consequently the work relating to widening was affected.
Though, the department was aware that obstruction-free land was not
available, it still awarded the contract to meet the due date fixed
(19 March 2011) by GOI to avoid cancellation of sanction order.

>  The copies of tax invoices for having utilised the MA of ¥ 7.97 crore
were belatedly produced by the agency and the same were rejected
(December 2011) by the department as the machinery/equipments
purchased were found hypothecated to various other financial
companies. However, even after noticing the irregularity the department
neither took any action against the agency nor did they encash the bank
guarantee. The agency submitted (May 2012) the copies of another set
of invoices for having utilised the MA which were accepted by the EE.
Scrutiny of the second set of invoices made available to audit revealed
that the invoice numbers, date of purchases, chassis number/engine
number of the machinery/ vehicles were the same as in the previous set
of invoices submitted, except for the details of hypothecation, which had
been deleted now. However, there cannot be more than one invoice
with same number with same date for the same goods in terms of Rule
11 of Central Excise Rules 2002. Therefore, the acceptance of second
set of invoices by EE as satisfactory was incorrect which otherwise
would have attracted penal action against the agency for non-
compliance/submission of forged documents. It was also ascertained
(July 2012) by audit from Regional Transport Office (RTO), Hassan that
the ten vehicles procured by the agency were hypothecated to financial
institutions proving that the second set of invoices submitted by the
agency were fabricated.

Thus, failure to dovetail different components of the estimate resulted in
lingering of work and non-encashment of bank guarantee furnished as security
for drawal of interest free MA of I 7.97 crore despite non-complying with
tender conditions resulted in extending undue benefit to agency.

The Government stated (September 2012) that:

» the work had to be awarded within six months of sanction in order to
avoid de-sanction of work as stipulated in GOI guidelines.

> earnest efforts were initiated for shifting of utilities soon after sanction
of work by GOI and could not be completed as co-ordination of different
departments was involved. ‘The Government furnished calendar of
events for shifting of utilities to justify that there was no undue haste in
award of work.

> the agency had utilised the MA for establishment of site offices and also
utilised ¥ 65.37 lakh as margin money for procuring machineries with

17 The contracts for shifting of electrical utilities were awarded in July 2011 and shifting of
~ water supplies work was awarded in February 2012.
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the loan from the bank. For submission of fabricated invoices, the
Government stated that the agency had requested to condone by treating
as a genuine error.

» the penal clause was not operated as department had not made available
encumbrance free site to agency for execution of work.

The reply was not acceptable as GOI guidelines stipulated that shifting of
utilities should be completed before award of contract. The department was
aware of the fact that shifting of various utilities involved several departments
and process was still in preliminary stages but department awarded the work
even when there was no reasonable prospect of completion of work within the
scheduled period and overall progress achieved by the agency was
T 7.86 crore i.e., ten per cent of the contract amount. Further, agency for the
work relating to removal of trees was not finalised as of September 2012
i.e. three years after sanction by GOL.

Also, the Government contention of not operating penal clause for non--
handing over of encumbrance-free site was not relevant as audit observation
related to non-enforcement of penal clause for agency’s failure to comply with
MA provisions and for submission of forged invoices.

WATER RESOURCES DEPARTMENT — MINOR IRRIGATION

\2.3.4 Delay in completion of work

Failure on the part of the department in conducting necessary survey
and investigation and ensuring availability of land resulted in non-
completion of work even after more than four years leading to blocking
up of T 1.26 crore.

Departmental codal provisions'® stipulate that no work should be commenced
unless the land required for construction is made available by the responsible
civil offices and detailed design and estimate have been prepared after
conducting necessary survey and investigation.

Construction of lift irrigation scheme'” at Salgunda village in Sindhanur taluk
to irrigate 690 ha of land was entrusted (May 2007) by Executive Engineer,
Minor Irrigation Division, Kushtagi (EE) to an agency for ¥ 2.44 crore for
completion by October 2008. The total land required for construction of
intake well, raising main, delivery chamber and irrigation canals was assessed
at 4 acres 26 guntas. This quantum of land was not in possession of
department at the time of entrustment of work. The agency supplied pumping
machinery, motor, panel board, PSC pipes and was paid ¥ 1.05 crore (March
2008). The contract was rescinded (May 2011) at the risk and cost of the
agency by the Chief Engineer based on the recommendation (January 2010) of
Superintending Engineer. The grounds for rescinding were that the contractor

'8 Paragraphs 209 and 211 of Karnataka Public Works Departmental Code Volume-I.
' Estimated cost ¥ 2.20 crore.
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did not complete the work relating to construction of jack well, raising main,
canals, installation of machinery etc., and had not sought for extension of time.
The total value of work done by the contractor as per fourth and part bill was
T 1.26 crore (January 2011). The work had remained incomplete as tenders
for balance work are yet to be finalised (December 2012).

Audit scrutiny revealed the following:

»  The land acquisition proposals forwarded in June 2007 were revised
subsequently in September 2008 and land acquisition was not completed
even to the end of September 2011.

>  The location of the jack well was changed after entrustment of the work.

»  The drawings for confirmed levels, alignment and approved designs
were not handed over to the agency even to the end of July 2010.

»  The agency was allowed to supply (October 2007) pumping machinery
and electrical accessories (X 53.47 lakh) even though the stage of work
had not progressed requiring their installation. @ The pumping
machineries were not tested and certified about working condition as
trial run could not be conducted.

Thus, failure on the part of the department in conducting necessary survey and
investigation and ensuring availability of land resulted in non-completion of
work even after more than four years and thereby blocking up of ¥ 1.26 crore.

Government stated (December 2012) that the contract had to be rescinded due
to poor progress by the contractor and there was no delay in issue of
design/drawing by department or land problems. The trial run would be
conducted at appropriate stage and action would be taken against the
contractor if machinery fails to perform satisfactorily. Government further
stated that security of ¥ 12.92 lakh was forfeited.

The reply was not acceptable as the location of the jack well was changed after
the entrustment of work which shows inadequate survey and investigation.
The contractor in his letters (June and August 2010) had requested for
extension of time as encumbrance free land and confirmed levels, alignment
and approved design & drawings were not made available. The land required
was not in possession of department. Tendering for balance work was not

finalised even after two years of rescinding the work leading to blocking up of
funds.
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- Chapter 3

Chief Controlling Officer based audit of a department

Forest, Environment and Ecology Department

3.1  Chief Controlling Officer based audit of Forest Department

Executive summary

Karnataka has a recorded forest area of 43,356 square kilometers (sq
km) constituting 22.61 per cent of geographical area of the State. The
Department of Forest, Environment and Ecology is responsible for
preservation of existing forests, protection of flora and fauna besides
increasing the forest area through extensive afforestation in degraded
forests and increase tree cover through social forestry.

The Chief Controlling Officer based audit of the department covering
2009-12 was conducted between April 2012 and July 2012 to assess the
institutional weakness and showed the following shortcomings:

»  Large number of vacancies amongst the front line staff affected
the protection and management of forests. The transfer of staff
involved in preparation of working plans in contravention of
rules delayed the finalisation of working plan of 29 divisions.

»  The potential of seed collection centers was not fully exploited
due to inadequate staff and budgetary support.

»  The wireless network essential for surveillance and monitoring
of remote widespread area was not functional in seven divisions.

»  The internal audit was largely non-existent on account of
vacancies amongst key staff.

» The huge balances available under Karnataka Forest
Development Fund were underutilised. ‘

»  The Forest Development Tax collected (X 32.41 crore) was not
remitted to Government account by Karnataka Forest
Development Corporation.

»  The State Government had not finalized its own forest policy
despite passage of six years since recommendation of National
Forest Commission.

»  The forest area decreased by 797 sq km between 2001 and 2011
as per Forest Survey of India. '

»  The 67,096 ha forest land encroached upon had not been got
evacuated as of March 2012.

>  Final notifications in respect of Wildlife Sanctuaries in five cases
were not issued even after 21 to 38 years of issue of preliminary
notification.
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Forest cover map of Karnataka

3.1.1 Introduction

The National Forest Policy of 1988 (NFP) envisages increase in area under forest
and tree cover through conservation & afforestation measures for maintaining
environmental stability & ecological balance. Karnataka has recorded forest area
of 43,356.45 sq km (22.61 per cent) of the 1.92 lakh sq km geographical area of
the State as of March 2012. There are five National Parks, 25 Wildlife
Sanctuaries, six Conservation Reserves and one Community Reserve in the State.

The important objectives of the Forest Department (Department) are:

»  Conservation of biodiversity and genetic resources by protection of forests
and wildlife,

»  Rehabilitation and restoration of the degraded forest for improvement of
forest cover,

»  Enhancing tree cover outside the forest area for livelihood security and
climate change mitigation.
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The Chief Controlling Officer (CCO) based audit is an attempt to audit a
representative sample of units in a Department in an integrated manner to arrive
at audit findings from the selected sample units. The Forest Department was
selected for this purpose because it is a critical economic sector and its
importance to the eco system.

3.1.2 Organisational structure

The Principal Secretary, Forest, Environment and Ecology Department is in
overall charge of the Department. The Principal Chief Conservator of Forests
(Head of Forest Force) (PCCF) is the head of the Department and is responsible
for all forestry and allied activities while the Wild Life wing is headed by PCCF
for wild life related activities and assisted by various level officers/officials for
discharging the duties. The detailed organization structure is shown in an
organogram (Appendix 3.1).

3.1.3 Audit objectives

The objective of the audit was to assess whether
»  the institutional mechanisms functioned optimally to achieve the desired
objectives;

»  there was compliance with laws, rules and regulations while mandated
activities/functions were being discharged

»  various schemes and programmes undertaken delivered expected results
economically, efficiently and effectively.

3.1.4 Audit criteria

The criteria adopted for bench marking the audit findings were derived from:

>  TForest Acts and Rules;

»  Instructions/Government orders issued by Central/ State Government
from time to time;

Karnataka Budget Manual (KBM)and Karnataka Financial Code;

Departmental codes/manuals/ Rules and regulations and

vV V¥V

»  Working plans (WP) of the forest divisions and management plans of the
sanctuaries.

3.1.5 Audit sample, scope and methodology

The activities of the Department for three years from 2009-10 to 2011-12 was
reviewed between April 2012 and July 2012 through test check of records at
Secretariat, offices of both the PCCFs, five APCCFs, CCF (Training) at
Gungargatti, Dharwad, CCF(FDPT), Shimoga and six CF’s, 15 DCFs (out of
40 Territorial Divisions), five DCF’s (out of 12 Wild Life Division), three DCFs
(out of nine Vigilance Divisions), two DCFs (out of six Training Divisions), two
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forest corporations, eight Social Forestry divisions and one DCF (out of two
Research Divisions) located in various other places. The DDO’s under CCO
have been selected through random sampling.

The scope, audit objectives and criteria of audit were discussed with the Principal
Secretary, Department of Forest, Environment and Ecology (Principal Secretary)
in the entry conference held on 3 April 2012 and the audit findings were
discussed with Principal Secretary in the exit conference held on
23 November 2012. The State Government replies have been incorporated at
appropriate places.

The Indian Audit and Accounts Department acknowledges the co-operation
extended by the Department of Forest, Environment and Ecology in the conduct
of CCO based audit.

Audit findings

Institutional weakness

The institutional arrangements of the Department and weakness noticed in audit
are discussed in succeeding paragraphs:

3.1.6 Human Resources Management

3.1.6.1 Men in position

Against the overall sanctioned strength of 11,958" posts, 2,929 posts were vacant
as of March, 2012. The vacancies were acute in the cadre of Assistant
Conservator of Forests, Range Forest Officers, Foresters (Deputy RFO), Forest
Guards and Forest Watchers showing a vacancy of 2,237.

Large number of vacancies was amongst the frontline staff viz., Forester (Dy
RFO), Guard and Watcher, whose duties are critical to forest protection. The
vacancy in the cadre of Surveyors was high as 76 per cent.

Large number of vacancies in the cadre of frontline staff & surveyor posts had an
adverse impact on the management of forest and its protection viz increase in
forest offence cases, encroachments, illegal felling etc., and affected the survey &
demarcation works.

The Government intimated (November 2012) that the notification for filling
262 post of forest watchers and 596 of forest guards was issued in June 2011 and
December 2011 respectively. In respect of vacancy in the post of surveyors, it
was stated that 40 surveyors appointed had left the department and action would
be taken to fill up the vacancies. The replies highlight the fact that measures
were not taken to fill up all the vacancies existed in the frontline staff and the
process of filling up of posts commenced in June 2011 & December 2011 was

! State sector-10,648 , District Sector-1,310
? State sector-2,615, District Sector-314
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not completed as of November 2012. Further, a committee constituted
(December 2003) by Government to look in to aspects of reorganisation of beats,
sections, ranges, sub-divisions and divisions in Karnataka Forest Department
recommended (May 2004) staff requirement as shown in Table 1:

Table 1: Requirement of additional staff

-1 Name. of the . No.ofposts: . | No.of posts .
SI No. " : Gl ;
posts actually required existing
1. Dy RFO 2,389 2,243
2. Forest Guards 4,667 3,956
3 Forest Watchers 5,278 1,094

(Source: Details as furnished by the Department)

Even after eight years, the proposal submitted by PCCF for strengthening of
frontline staff has not been implemented by Government.

3.1.6.2 Injudicious deployment of Indian Forest Service officers

The authorised strength of Karnataka Cadre of Indian Forest Service (IFS)
Officers fixed (September 2006) by GOI is 164 which comprises 100 senior posts
under State Government, 20 posts under central deputation reserve, 25 posts
under State deputation reserve, 16 posts under leave reserve and three posts under
training reserve. While 72 IFS officers were on deputation against the working
strength of 147 (i.e., half the cadre), only 75 IFS officers were working against
100 posts created in the department resulting in shortfall of 25 posts. The
deployment of excess 41 IFS officers on State deputation in violation of norms
would affect the functioning of the department. '

Government stated (November 2012) that against the authorised strength of
25 state deputation, 70 officers are holding the posts in various levels in ex-cadre
out of which 38 posts are related to Forestry activities.

Reply was not acceptable as it fails to justify the excess deployment of IFS
officers on state deputation though there are vacancies in IFS posts in the
Department.

3.1.6.3 Working condition of Elephant attendants

Mabhouts and Kawadis are attendants primarily responsible for the proper feeding,
maintenance and upkeep of the domesticated elephants in healthy condition. As
of March 2012, against the sanctioned 90 posts in each cadre, 43 Mahouts and
76 Kawadis were working. The shortfall in attendants was being met by
engaging temporary employees at a consolidated monthly pay of I 5,000 for
Mahouts and ¥ 4,600 for Kawadis. In Madikeri Division, the wages were not
paid regularly except for 13 months during October 2009 and March 2012. In
Dubare Elephant Camp, Madikeri it was noticed during inspection that these
classes of employees were deprived of basic necessities.

Several incentive measures and facilities like free medical checkup, educational
incentive to children, project allowance and other benefits as prescribed by the
Nation Tiger Conservation Authority (NTCA), New Delhi are in place to the
families of the employees working in Bhadra Tiger Reserve. For daily rated
employees all benefits prescribed by NTCA are allowed apart from providing
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insurance cover and free medicines. However, similar facilities/benefits have not
been extended to Mahouts and Kawadis in Madikeri, who constitute a skilled task
force.

Government replied (November 2012) that action would be taken up to fill up the
vacancies in the cadre of Mahouts and Kawadis and delay in payment of wages
would occur in the beginning of financial year. However, specific reply to
consider extending the benefits as admissible to daily rates employees of Bhadra
Tiger Reserve to remove disparity was not furnished.

3.1.6.4 Transfer of staff
Vigilance wing

As per Government order (August 2000), “Foresters (re-designated as DRFO)
and Forest guards” should be posted only for two years in their entire service at
town check post, checking gates, mobile squads and vigilance wing.

On a review of records, it was noticed that the 18 DRFOs and 29 Forest Guards
are working in nine divisions of the vigilance wing beyond the stipulated period
of two years and their retention beyond the stipulated period ranged from eight
months to 64 months.

Working plan division

The National Working Plan Code prescribes that officers and the staff of working
plan division should not be transferred during the preparation of working plan.
Out of 40 divisions, working plans of 11 divisions expired during 2010-11 and
working plans of 18 divisions expired during 2011-12.

Review of records showed that, 30 officers involved in preparation of working
plan (including CCF, CF, DCF, ACF and RFO) were transferred from working
plan wing in contravention of provisions.

The Government stated (November 2012) that strict compliance would be
observed in future.

3.1.6.5 Training

There are six Forest Training Institute/Centers established in different parts of the
State catering to the training needs of the Department and headed by a CCF. The
utilization of slots during 2009-12 varied between 89.35 per cent and
99.64 per cent.

Audit scrutiny revealed that calendar of training programme was not drawn up in
advance. Further, no refresher course for the frontline staffs was conducted. The
training centers were not equipped with modern teaching tools viz.,, computer
network, projectors and library facilities were absent in six centers. The
classrooms in training centre at Thattihalla were in unsafe condition requiring
urgent repairs as evident from the photograph given below.
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Photo of class room of training centre at Thattihalla

The Government accepted (November 2012) the audit suggestion that refresher
courses for frontline staff would be conducted in future and IT facilities would be
provided by procuring 90 computers. Further, it was intimated that ¥ 1.50 crore
had been recently allocated for modernization of the training institute and
¥ 53 lakh for class room.

3.1.7 Establishment of State Forest Data Centre

A comprehensive data bank is an essential tool in decision making process for
management. Realising the need to have data bank on various aspects viz., extent
of forest area, resources, wildlife population, bio-diversity information, inventory
efc., it was envisaged to establish Geographical Information System (GIS)/
Management Information System (MIS) under Karnataka Sustainable Forest
Management and Bio-diversity Conservation (KSFMBC) Project. The
Department was to establish State Forest Data Centre for analysing the satellite
data about forest. For this purpose, the work of development and implementation
of Forest Document Information System (ForDIS) was initially entrusted
(October 2008) to an agency for ¥ 64.26 lakh. The agency expressed (November
2008) its inability to execute the work as key staff had left their organisation and
the work was terminated after forfeiture of EMD. Later the scope of work was
increased by including training to staff erc., and entrusted (November 2009) to
another agency at ¥ 1.24 crore for completion by March 2012. However, the
work was not yet completed (December 2012).

Government replied (November 2012) that the outsourced work was progressing
slowly and being reviewed for completion by March 2013. The reply was not
acceptable as the Department was contemplating legal action since agency failed
to deliver source code of the ForDIS application as intimated by CF in January
2013 and Department could not check the physical work done by the agency.
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3.1.8 Research activities

The research activities in the department commenced in 1953 mainly focusing on
areas such as nursery techniques, selection of plus trees’, exotic species trials,
identification of seeds, clonal seed orchards, germination techniques, agro
forestry research etc. The research wing is headed by APCCF (R&U), Bangalore
and has four seed units located at different places to cater departmental needs.

The seed units have 5,716 ha forest land with trees having annual potential
collection of 250 MT of seeds. Review of records revealed that seed units were
not able to achieve the targeted collection and supplied only 66-109 MT of seeds
in a year during 2009-12. The low collection & supply was due to shortage of
staff and fund.

The Government while ‘accepting the facts stated (November 2012) that seed
collection capacity could be increased if adequate budgetary support is provided
and fill up the 25 per cent vacancy that existed. They also stated that there was no
shortfall in achievement either in physical or financial targets as fixed in Annual
Plan of Operations.

3.1.9 Wireless network

The Department has dedicated wireless communication that was established
25 years ago under control of vigilance wing and ¥ 45.95 lakh spent annually
towards royalty and license fee.

The wireless network was no functioning in seven® test checked divisions for the
last 2 to 5 years. As forest areas are remote, efficient communication is of
paramount importance to prevent and control illegal felling, poaching, un-
authorised removal of forest minerals etc. However, these divisions are working
without a dedicated communication network and no action was taken to restore
the communication network.

The Government stated (November 2012) that with supply of cellular
communication sets to staff there is an assumption among the staff that wireless
network would not be required. The Government also stated that this argument
was ill-founded since in the absence of telecommunication towers in the remote
forest area, the wireless was the only mode of secure communication.
Government further stated that instructions had been issued for proper
maintenance of wireless sets and same was being upgraded at an outlay of
3 3.60 crore. '

3.1.10 Internal Control

Internal control is a management tool to ensure that the financial interest and
resources of the Department are safeguarded and timely reliable information is
available.

3 Source tree for collection of good quality seeds
* Belgaum (FMS), Bellary, Bhadravathi, Chitradurga, Gulbarga, Kundapur and Shimoga (WL)
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3.1.10.1 Shortfall in conducting internal audit

The internal audit guidelines (December 1992) issued by State Government
prescribe that all units of the Department are to be audited annually and no unit
should remain unaudited for more than two years. The Internal Audit Report
(IAR) is required to be issued within one month. The Internal Audit Wing was
established (1977-78) in the department but Internal Audit Manual codifying the
practices and procedures thereon had not been prepared. Out of 124 auditee units
in the department, the shortfall in internal audit ranged from 80 to 90 per cent
during 2009 to 2012.

The following shortcomings were also noticed:

»  As against two posts of Chief Accounts Officers sanctioned, only one post
1s filled up and as against 10 posts of Accounts Superintendents only three
posts were filled up. The department had not taken adequate steps to fill up
these vacant posts.

»  Out of 54 units audited between 2009-10 and 2011-12, IARs were issued
only in respect of 22 units with a delay ranging from one month to
31 months and IARs in respect of remaining 32 units were yet to be issued
(March 2012) even after 33 months.

»  During the period 2009-10 to 2011-12, percentage of disposal of
Paragraphs ranged from nil to 0.58 per cent and no IARs were cleared.

Inadequate staff resulted in shortfall in coverage of units and non-compliance to
IARs reflects the inadequacy and lack of effectiveness of internal audit prevailed
in the department.

The Government while accepting the facts stated (November 2012) that necessary
action would be taken to prepare internal audit manual and to fill up the
vacancies.

3.1.11 Monitoring

An effective monitoring is essential so as to ensure that the activities were being
carried out in accordance with rules, procedures efc.

3.1.11.1 Incomplete recording of plantation registers/journals

The Karnataka Forest Code provides for maintenance of Plantation Registers for
the plantation raised and maintained for recording history of the plantation from
the time of its formation till it is harvested including the details of yield and
revenue realised. All inspections of plantations made by officers along with their
observations should be recorded by such officers in the registers under dated
initials.

It was noticed that the registers were not updated beyond the initial maintenance
period of 2/3 years and survival percentage of plantations was not recorded from
time to time. Plantation register being the only record of plantations raised and
absence of details in these registers indicate that the department did not have a
basic record on the status of plantations.
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Scrutiny of the 120 plantation registers also revealed that the inspection by higher
authority (from the level of ACF and above) was done in respect of only
52 cases, of which compliance has been recorded only in respect of five cases.

The Government while accepting (November 2012) the observation stated that
strict instructions would be issued for complying with the requirement of
recording of survival percentage noticed during the field visit. Further, it was
stated that the survival of plantations was taken up separately by Evaluation
Wing after 3 years plantations. However, survival percentage was not recorded
in plantation journals by officers who conducted field visit and report of

‘Evaluation Wing was not made available to audit.

3.1.11.2 Shortfall in inspections by CFs

As per the provisions of Karnataka Forest Code (KFC), CFs are required to
inspect all the divisions coming under their control at least once in a year.

The shortfall in inspection during 2009-12 varied between 58 per cent and
89 per cent showing increasing trend which indicated that due importance was
not accorded to the supervisory activities.

Government replied (November 2012) that instructions were issued to CCFs to
comply with codal provisions.

3.1.11.3  Forest Offence Cases

The procedure relating to Forest Offence Cases (FOC) is detailed in Karnataka
Forest Manual. The year-wise details of FOC registered and their disposal during
2009-12 are shown in Table 2:

Table 2: Forest offence cases

_ Addition

E Closing Balance
Total | Sandal | Others |

Sandal | Others | Total | Sandal

Y ear | Total
2009-10 175 | 14,834 | 15,009 429 | 16,431 | 16,860 4,369 72,493
2010-11 47 3,373 - 3,420 50 2,754 2,804 3,286 67,555
2011-12 124 9,473 9,597 341 12,705 | 13,046 2,986

66,792

(Source: Annual Reports of respective years)

The number of pending cases reduced marginally from 74,344 to 66,792 to the
end of March 2012. The pendency of cases at the end of each year did not tally
with the opening balance of subsequent year. As a result, the actual forest
offence cases pending for disposal were not ensured by department.

The Government stated (November 2012) that the continuous efforts were being
made to set right the anomalies and FOC have reduced as per latest figures
furnished by the circle offices. However, the details of penalty imposed and
amount collected in respect of cases finalised were not furnished.
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3.1.11.4 Work Cash Book not maintained

Government of Karnataka switched over from issue of letter of credit to Treasury
system for payment of bills with effect from October 2006. Consequently,
instructions were issued (October 2006) by PCCF to continue with the
maintenance of Work Cash Book after reconciliation of expenditure with treasury
figures. Eight’ divisions did not maintain the Work Cash Book despite the
PCCF’s instructions.

The Government stated (November 2012) that instructions have been issued to all
unit officers to maintain work cash book.

3.1.11.5 Failure to adhere to due dates in submission of monthly
accounts

As per the Karnataka Forest Account Code, the DCF’s were required to render
monthly accounts in the prescribed forms regarding cash balance report, schedule
of forest advances, schedule of forest remittances, classified abstract of revenue,
etc., to the Accountant General (A&E) office on or before 10 of the following
month. There was delay in submission of monthly accounts to AG (A&E) during
2009-12 and delay ranged between 24 days and 39 days in 20 test checked
divisions in respect of 599 monthly accounts out of 720 accounts submitted
during 2009-12.

3.1.11.6 Bank guarantees not renewed

Section 63 of the KF Act empowers a Forest Officer to release seized vehicles,
boats, tools, efc., on production of bank guarantee (BG) equal to the value as
estimated by such officer and shall be got renewed till the final disposal of the
case.

In DCF, Hassan Division, the vehicles seized on forest offence cases were
released on production of BG between 1991-92 and 2006-07. However the bank
guarantees amounting to ¥ 32.68 lakh in 37 cases were not got renewed though
the offence cases were still pending. The recovery of fine/ penalty amount so
leviable would be difficult as security was not available.

Government replied (November 2012) that action would be taken to obtain BGs
wherever lapsed and disciplinary action would be initiated against the officers for
their lapses.

3.1.11.7 Response to Audit

The Principal Accountant General (E&RSA), Karnataka conducts test check of
records of head of administrative department and subordinate offices under their
control and observations were communicated through Inspection Report (IR).
First replies to IRs were to be furnished within four weeks and a six monthly
report on pending paragraphs of IRs was also sent to the Secretary to facilitate
monitoring of the action taken on the observations.

> Seven territorial divisions (Bangalore Urban, Bellary, Davanagere, Gulbarga, Kundapur,
Mangalore and Raichur) and one wild life division (Shimoga)
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There are 172 IRs and 732 paragraphs pending for settlement as on
31 March 2012. The increasing trend of pendency of IRs with paragraphs
indicated the slackness in monitoring response to audit observations.

The Government replied (November 2012) that efforts would be made to clear
the outstanding paragraphs by rectifying the mistake and submitting follow up
reports.

3.1.12 Codes and manuals not revised

The Acts, Codes and Manuals form integral part of functioning of the department
and hence require periodical review and revision in line with subsequent
developments.

It was observed from the records that though proposals (January/February 2012)
have been submitted by the Field Officers suggesting amendments to the
Karnataka Forest Act, 1963 (KF Act), Karnataka Forest Rules, 1969 and
Preservation of Trees Act, 1976, to the PCCF, these are yet to be forwarded to
Government for required revision particularly considering the changes effected in
financial rules, system of payments from LOC to treasury system.

The Government stated (November 2012) that bringing amendment to various
acts/rules in changing conditions is a continuous process and a committee had
been constituted in March 2010 for revision of various acts/manuals/codes.

3.1.12.1 Register of Reserved Forests

KFC provides that copies of all notifications issued under Sections 17 & 28 of
KF Act should be preserved for each Forest Division in a bound volume called
the Register of Reserved Forests with subsequent orders sanctioning the changes
in the constitution of any Reserved Forest, as well as all orders by which rights
modified or regulated are inserted immediately after their promulgation in the
same volume and a return thereof submitted to the Circle Office on 1% August
every year.

Test-check of the records of the 20 Divisions revealed that the register was not
maintained in six Territorial Divisions’ and two’ wild life divisions.
Consequently, the annual returns were also not furnished by these Divisions for
any of the years.

The Government stated (November 2012) that the instructions have been issued
to concerned officers to maintain the Register of Reserved Forests.

3.1.12.2 Completion Reports of works

As per Para 123 of Karnataka Forest Accounts Code, the DCF is required to
maintain a Register of Sanctions in Form FAC 15 showing details of estimates
sanctioned for works and completion thereof recorded and completion reports
duly countersigned by the Divisional Officer submitted to the Conservator in the

SKarwar, Haliyal, Bhadravathi, Davanagere, Bangalore (U) and Hassan
" wild life divisions Chickmagalur and Bannergatta National Park, Bangalore
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prescribed proforma. The Completion Reports are meant to denote the actual
completion of the work in all aspects.

Scrutiny of the records in the test-checked territorial Divisions revealed that
Completion Reports were not submitted in many cases as noted in Table 3:

Table 3: Division-wise details of outstanding completion reports

No. of works N?. of works f?r 1}10. of works for
Division sanctioned durin which Completion | which the Completion
g
2009-12 Reports were Reports were

submitted outstanding

Bhadravathi 1,313 00 1,313
Chickmagalur 1,637 1,352 285
Haliyal 4,340 2,352 1,988
Karwar 4,008 00 4,008
Honnavar ' 6,013 5,357 656
Gadag 1,602 656 946
Bellary 2,105 1,137 968
Gulbarga 374 00 374
Total 21,392 10,854 10,538

(Source: Details as furnished by Department)

In the case of Bhadravathi, Karwar and Gulbarga Divisions completion reports
were not submitted for any of the works.

Government stated (November 2012) that all officers concerned have been
strictly instructed to prepare and submit the completion reports.

- 3.1.12.3 Delay in notifying as Reserve Forest

As per the Section 4 of the KF Act, preliminary notification has to be issued for
the areas to be classified as ‘Reserved Forest’ and final notification under Section
17 after due consultation with Revenue Department (RD). Scrutiny of records
revealed that issue of preliminary notification in 22 cases involving an area of
2,357.44 ha in 30 villages was pending for more than six years and issue of final
notification in six cases involving an area of 1,560.03 ha in six villages was
pending for one to 31 years at Government level.

The Government attributed (November 2012) the delay to want of revenue
records. However, the fact remains that there was delay in issuing notifications
and no time frame was fixed by Government to complete the process.

3.1.12.4 Mutation

KF Act and Rules provide that after issue of notification under Section 17 of KF
Act, necessary entries are to be made in the revenue records about the lands
included in the newly formed reserve forests and in village maps. As of March
2012, out of 35.51 lakh ha of notified forest area, 30.69 lakh ha of forest area
were mutated in the name of forest department and 4.82 lakh ha of forest area
was not yet mutated.

Government stated (November 2012) that forest areas in Kollegal and Kodagu
divisions do not have survey numbers and assigning the same was under
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progress. Further, Government stated that the CCFs had been requested to take
personal interest for effecting the mutation.

Compliance issues

The mandated activities are to be carried out as per applicable rules, regulations,
codal provisions and maintenance of prescribed registers, submission of
periodical returns/reports at all levels to provide reasonable assurance and
minimise the risk of irregularity. Audit findings are as given below.

3.1.13 Budget, expenditure control and revenue receipts

The budget provisions made and expenditure incurred under plan and non-plan
heads during 2009-12 were as in Table 4:

Table 4: Grant and outlay statement

(R in crore)
Grant Expenditure Percentage of
. Establishment establis.hment
Year Plan | Nom- Total Plan Non- Total expenditure expenditure to
plan plan total
expenditure
2009-10 | 243.66 | 341.07 584.73 | 263.09 | 512.82 775.91 135.16 17.42
2010-11 | 241.50 | 799.80 | 1,041.30 | 234.31 845.29 | 1,079.60 149.65 13.86
2011-12 | 199.38 | 783.06 982.44 | 24544 | 558.26 803.70 172.34 21.44
(Source: Budget, Finance Accounts and AG (A&E) figures)
The expenditure under non-plan head during 2009-12 includes ¥ 156.39 crore
met from Karnataka Forest Development Fund (KFDF). The establishment
expenditure for the years 2009-2012 constitute 13.86 per cent to 21.44 per cent of
the total expenditure. There were 24 state sector schemes and 11 central/centrally
sponsored and one externally aided project under implementation during 2009-12
both under plan and non-plan heads. The details of allocation and expenditure
were shown in Table 5:
Table 5: Allocation and Expenditure under different schemes
( in crore)
Schemes No 2009-10 2010-11 2011-12
Allocation | Expenditure | Allocation | Expenditure | Allocation | Expenditure
Sate Sector 24 35.14 34.10 103.77 101.54 196.07 182.31
gentral/cen”auy 11 66.22 59.30 87.59 76.23 100.27 90.92
ponsored
Externally aided 01 161.66 158.48 85.49 84.77 57.08 56.24
Total | 36 263.02 251.88 276.85 262.54 353.42 32947

(Source: Details as furnished by Department)

Under Centrally Sponsored Scheme, there were savings in all the year(s) under
National Afforestation Programme which was attributed to late release of funds
from Government of India. Under State Sector, the saving during 2011-12 was in
Devarakadu scheme, the expenditure incurred was ¥ 15.17 crore against the
allocation of ¥ 27.20 crore and non-utilisation of ¥12.03 crore was attributed to
delay in finalisation of tenders. The plan expenditure during 2009-12 included an
expenditure of ¥ 299.55 crore towards externally aided project viz. Karnataka
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Sustainable - Forest Management and Bio-diversity Conservation (KSFMBC)
which is under implementation with financial assistance from Japan Bank for
International Co-operation (JBIC) from 2005 and onwards. The assistance is
received in the form of loan from GOI and reimbursement is made after
expenditure is incurred by the State Government. The expenditure is certified by
Principal Accountant General (E&RSA). During 2009-12, an amount of
< 279.37 crore being net of taxes was certified for reimbursement against claim
of ¥ 279.50 crore.

3.1.13.1 Rush of expenditure

As per Government Order dated 9 September 2004, the expenditure should be
evenly spread and the rush of expenditure, particularly in the closing month of
the financial year, will ordinarily be regarded as a breach of financial discipline.
The year wise expenditure incurred in March as a percentage of the total
expenditure in 13 test checked divisions during 2009-12 are shown in Table 6:

Table 6: Comparison of expenditure in March over annual expenditure

R in crore)
Particulars 2009-2010 | 2010-2011 | 2011-2012
Total Expenditure 64.79 122.51 136.66
Expenditure in March 21.12 45.11 48.57
Percentage of expenditure in March 32.60 36.82 35.54

(Source: Details as furnished by Department)

The above table shows that 33 to 37 per cent of the annual expenditure was
incurred in the month of March in 13 test checked divisions.

The Government stated (November 2012) that the forestry works are seasonal as
planting works are carried out after rainy season and 70 per cent of the
expenditure takes place after rainy season and bills were presented in February
and March. However, the fact remains that 32.60 to 36.82 per cent of
expenditure was incurred in March i.e., nearly six months after the rainy season
which normally concludes in September.

3.1.13.2 Under utilisation of forest development fund

In terms of the provisions of KF Act, a fund namely KFDF was established and
proceeds of Forest Development Tax (FDT), compensatory afforestation charges
and sandal surcharges are credited to the fund. The KF Act provides that the
amount at the credit of the fund shall be exclusively utilized for raising of forest
plantations and such ancillary activities.

The above amounts shall be first credited to the consolidated fund of the State
and transferred to KFDF under appropriation.

45



Report No.5 of the year 2013

The details of receipt, utilisation and closing balance at the end of year during
2009-12 are shown in Table 7:

Table 7: Accumulation and utilisation of Karnataka Forest Development Fund

(X in crore)
Opening Transfer‘to the Util.ization Percentage Closing
Year Balance Fund during the | during the of utilisation | Balance
year year
2009-10 68.93 27148 23.83 7.00 316.58
2010-11 316.58 557.28 48.97 5.60 824.89
2011-12 824.89 238.59 99.46 - 935 964.02

(Source: Details as furnished by Department)

As may be seen from the above details that the utilisation of fund ranged between
5.60 per cent and 9.35 per cent of the fund available during 2009-12. As stated
earlier, the non-plan expenditure amounted to ¥ 156.39 crore of the total amount
of ¥ 172.26 crore. The balance of T 964.02 crore available in the fund was large
when compared to the flagship afforestation programme (KSFMBC) under
implementation with external assistance. However, no action plan or programme
was under consideration to undertake afforestation works to increase the forest
cover in the State despite availability of huge accruals under the fund.

Government replied (November 2012) that FDT collection increased from
2009-10 and tentative budget estimates were prepared for utilization of fund
amount taking into account probable allotment from other heads of account. The
utilisation of amount from the fund had increased over the years. The reply was
not acceptable as the Government had not specified the action
plan/programme/scheme conceived to utilise ¥ 964 crore available in the fund
which was created exclusively for increasing forest cover and failure indicates
lacuna in planning, thus, defeating the very purpose of creating a dedicated fund
by levy of exclusive tax.

3.1.13.3 Revenue receipts

Forest revenue receipts comprises of FDT, sale proceeds of timber, firewood,
other forest produce, renewal of licenses, penalty for forest offences, entry fees
etc. Paragraph 96 of KBM stipulates that anticipated receipts should be estimated
close to the actual as possible and be provided only to the extent of revenue
expected to be realised including past arrears. '

The revised estimate and the actual receipts realised under ‘Forestry and Wildlife’
by the department during 2009-12 are as shown in Table 8:

Table 8: Details of revenue receipts

(R in crore)
Year Revised Actual Excess (+) / Percentage of Excess (+)/
Estimate Receipts Savings (-) Shortfall (-)
2009-10 187.03 212.48 (+)25.45 (+) 13.61
2010-11 165.13 163.74 (-)1.39 (-) 0.84
2011-12 160.00 168.29 (+) 8.29 (+)5.18

(Source: Budget and Finance Accounts)
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The percentage of variation between the revised estimates and actual receipts
ranged from (-) 0.84 to (+) 13.61. Government stated (November 2012) that
required inputs would be obtained for preparation of revenue estimates.

3.1.13.4 Arrears of revenue

As per the instructions (November 2010) of Finance Department, a detailed
statement indicating the demand, collection and balance (DCB) should be
prepared showing year wise arrears separately and submitted along with the
estimates for revenue. However, this was not being submitted to Finance
Department by the PCCF as inputs were not received from field units.

Scrutiny of records in 12° test checked divisions revealed that ¥ 11.21 crore was
receivable as from various agencies & persons as of March 2012 and oldest item
relates to 1956-57.

Government stated (November 2012) that instructions have been issued to all the
CCFs to submit the quarterly DCB and statement for the quarter ended March
2012 had since been prepared and submitted to Finance Department. Government
- also stated that action would be taken to collect the arrears.

3.1.13.5 Loss of revenue
Loss due to delay in extraction

The gregarious flowering of bamboo is a natural phenomenon with a flowering
cycle of 40-44 years which occurred in early 1960’s and gregarious flowering
thereafter was predicted to occur again between 2002 and 2006. The rules for
extraction prescribe that 50 per cent to 60 per cent of the bamboo should be
extracted on indication of flowering in the area. If extraction did not commence
in time, the extractable quantity of flowered and dried bamboo would reduce due
to decay and its decay would accelerate with passage of time. Dried bamboo is a
potential fire hazard requiring precautionary measures. The WP of Canara circle
(Karwar Division) therefore aimed at extraction of bamboo in two felling cycles
i.e. 2002-2007 and 2007-12.

The bamboo reportedly flowered during 2006 and based on the availability of
flowered and dried bamboos, the total extractable quantity of dried and flowered
bamboo was assessed at 4.09° lakh MT in respect of Belgaum and Canara circles.
The extraction was initially entrusted (July 2009) to private contractors and later
- withdrawn (March 2010) as it violated the National Forest Policy (NFP)/Supreme
Court Judgment. The available quantity of 75,000 MT was subsequently
entrusted (March 2010) to KSFIC at seignorage rate of T 325 per MT plus taxes.

To the end of April 2012, the bamboos extracted were only 22,085 MT and
extractable quantity of flowered and dried bamboo was reassessed at 18,333 MT.
Due to abnormal delay in taking timely action in extraction there was a huge

8 Bellary, Bhadravathi, Chickmagalur, Chitradurga, Davanagere, Gadag, Haliyal, Hassan,
Honnavar, Karwar, Kundapur and Mangalore
% As per tender notification dated 26.3.2009
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reduction in extractable quantity from 3.87 lakh!® MT to 18,333 MT. Thus, due
to departmental delays the quantity had reduced resulting in loss of revenue of
T 13.97 crore'’.

The Government stated (November 2012) that the initial extractable quantity was
over estimated. Further, Government stated that no bids were received in
response to global tenders between March 2008 & October 2008 and on realising
that entrustment to contractors violated the provisions of NFP, the extraction
work was entrusted to KSFIC (75,000 MT)/ Mysore Paper Mills-MPM (80,000
MT). Government also stated that there was no loss as decayed bamboo adds
very valuable organic matter and humus.

The reply was not acceptable as Department was aware of the NFP stipulation
that extraction work should not be given to contractors and hence invitation of
tenders was incorrect. Further, the decision to entrust the extraction work to
KSFIC/MPM was taken 18 months after commencement of flowering.

Short recovery of Compensatory Afforestation charges

Under Forest (Conservation) Act, 1980 (FC Act) for diversion of forest land for
non-forestry purpose, prior approval is required to be obtained from Government
of India (GOI). The approval is granted by GOI in each case subject to fulfillment
of prescribed conditions including levy of compensatory afforestation charges
(CA) for carrying out afforestation on non-forest land.

Audit scrutiny revealed that in five cases of three divisions CA charges were
recovered at rates lesser than the prescribed rates thereby resulting in short
recovery of ¥ 1.01 crore (Appendix 3.2).

Government while accepting the facts stated (November 2012) that action is
being taken to recover the amount.

Labour Welfare Cess not levied

Provisions of Building and other Construction Workers Welfare Cess Act, 1996
read with Building and other construction workers Rules, 2006 provide for levy
of one per cent cess on expenditure/cost incurred on buildings and repair works.
However it was observed that in seven'? test checked divisions, labour welfare
cess of ¥ 3.15 lakh was not deducted between 2007-08 and 2011-12.

The Government stated (November 2012) that instructions have been issued to
unit officers to collect and remit the cess immediately.

Short recovery of rent

A building at Madla section of Hebbe range, Bhadra Tiger Reserve was leased
(November 2004) to a private institution at a monthly rent of ¥ 2,500. However,
rent was collected at rate of ¥ 400 per month up to July 2009 and at ¥ 600 per
month thereafter. This has resulted in short recovery of rent of T 2.08 lakh.

1% excluding the extracted quantity of 46,562 MT .
' at seignorage rate of T 325 per MT plus 12 per cent FDT and four per cent VAT
"’Bellary, Davanagere, Honnavar, Karwar, Kundapur, Bangalore (urban), Raichur
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The Government replied (November 212) that action would be taken to recover
the balance amount of rent and details would be intimated.

3.1.13.6 Leased lands not reclaimed

Four territorial divisions leased 32.531 ha of forest land for non-forestry purposes
to KPTCL, Town/Zilla Panchayats, Private persons/companies efc as given in
Appendix 3.3. The lease period expired between March 1982 and March 2008.
However no action was taken to reclaim the lands till date (March 2012).

The Government stated (November 2012) that the action is being initiated for
renewal of lease period in 10 cases and resume the forest land in 7 cases. The
reply was not acceptable as necessary action for renewal of lease was required to
be initiated before expiry of lease period.

3.1.14 Abnormal delay in disposal of mineral

The tenders for auction sale of 3.79 lakh MT of fine iron ore comprising 56 lots
in forest areas of Sandur, Hospet and Bellary were invited (January 2006) by
DCEF, Bellary and the tender process had to be stalled as details of grade of iron
ore & upset price was not fixed. These details were sought from Mines &
Geology Department by DCF only in October 2008. It was noticed that the issue
was not vigorously pursued by DCF to obtain the requisite details from Mines &
Geology Department for early disposal of the mineral to the best advantage of
Government and Department did not take up the matter at Government level.
The issue had remained unsettled for more than six years and quantity available
also had not been re-assessed since then. At the average sale price of T 2,961 per
MT for the lowest grade for July 2012 as published by Indian Bureau of Mines
the value works out to ¥ 112.22 crore.

The Government stated (November 2012) that the iron ore would be disposed of
through e-auction soon after obtaining grade and stock verification report from
Department of Mines & Geology and a letter in this regard was addressed by
DCF, Bellary during October 2012. The reply was not acceptable as Government
failed to ascertain the reasons for abnormal delay in disposal of iron ore by DCF
and no time frame was fixed for completing the process.

3.1.15 Forest corporations

The two forest corporations viz. Karnataka State Forest Industries Corporation
(KSFIC) and Karnataka Forest Development Corporation (KFDC), wholly owned
State Government Companies, were established in seventies. The main activities
of KSFIC are extraction of timber, firewood and bamboos, supply of firewood at
reasonable rates, supply of pulpwood to paper and other wood industries,
manufacturing and sale of block boards, flush doors, quality furniture efc. The
main activities of KFDC are to support forest based industries with supply of raw
materials from plantations of rubber, pulpwood, teak, bamboo etc.
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3.1.15.1 Forest Development Tax not remitted to Government account

KFDC had collected FDT of ¥ 32.41 crore on sale of forest produce between
August 1996 and March 2010. It was noticed that the FDT collected was not
remitted to Government account and retention of tax collected violated the
statutory provisions. '

The Government stated (November 2012) that FDT collected was not remitted
because of the financial difficulties faced by the KFDC and it had requested for
adjustment of FDT for raising plantations. The reply was not acceptable as
retention of tax collected was unauthorized. Further, the financial position of
KFDC cannot be said to be weak as it was holding I 52.52 crore in fixed deposits
as seen from the accounts for 2011-12.

3.1.15.2 Failure to collect FDT

As per the provisions of KF Act, FDT at 12 per cent, on forest produce disposed
of by the State Government or by a corporation owned or controlled by or a body
notified by State Government by sale or otherwise, shall be levied on the amount
of consideration thereof.

KSFIC was extracting pulp wood by paying seignorage value of ¥ 325 per MT to
the Forest Department and selling it to user industries at I 2,000 & above per
MT. However, KSFIC instead of levying and collecting FDT of ¥ 2.21 crore on
sale price from purchasers, paid the FDT to Forest Department on seignorage
value of ¥ 325 per MT. This had not only resulted in non-levy of FDT but also
payment of FDT of ¥ 1.06 crore on behalf of the purchasers without collecting
the same, thus extending undue benefit. The details of sale value and FDT to be
collected during 2009-12 were as shown in Table 9:

Table 9: FDT to be collected

(X in crore)
Year Sale Value FDT to be collected at FDT paid on purchase value on
12 per cent behalf of purchasers
2009-10 8.19 0.98 0.51
2010-11 6.22 0.75 0.33
2011-12 4.01 048 0.22
Total 18.42 2.21 1.06

(Source: Details as furnished by Department)

The Government replied (November 2012) that transfer of title to the goods
would happen in favour of KSFIC immediately on payment of royalty and FDT
on royalty and levy of FDT by KSFIC on buyer amounts to double taxation. The
reply was not acceptable as provisions stipulate that FDT was leviable on forest
produce disposed of by Department/Government or by corporation. The Forest
Department allotted pulpwood to KSFIC on seignorage rate for KSFIC to extract,
debark and sell it to the industries. Hence, FDT was leviable by Corporation on
the sale value made to the industries.
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Service delivery

The department aims at increasing the forest/tree cover to one-third of the
geographical area of the State by taking various afforestation works/conservation
works and conservation of wild life essential to genetic diversity by taking up
various protection measures efc. Some of the audit findings are discussed in the
succeeding paragraphs.

3.1.16 Forest Policy and planning

3.1.16.1 State forest policy

The National Forest Commission (NFC) recommended (March 2006) that each
State should have its own forest policy within the broad parameters of National
Forest Policy, 1988 for sustainable management of the forest and wildlife
resources of the State. :

The State had not finalised policy of its own even after passage of six years of
time after the recommendation. The draft state forest policy was sent by PCCF to
Government in June 2010 which is pending as of November 2012.

The Government accepted (November 2012) the fact, but did not furnish any
reasons for delay in approval. Thus the department continued to function without
a defined forest policy.

3.1.16.2 Failure to prepare compendium

A compendium of selection of species, best practices and planting techniques-
suitable for different climatic zones which would minimise plantation failure and
enable improving upon the best practices had not been prepared despite decades
of existence of department. The preparation of compendium was commenced in
November 2010 but not yet finalised.

The Government stated (November 2012) that the compendium would be
published soon after finalisation of uniform planting technique for different
models and different agro-climatic zones.

Forest Management

3.1.17 Working plan

Working Plan (WP) is one of the most important forestry documents prescribing
scientific management of forests for sustainable development through treatment
for regeneration and scientific exploitation of forests, keeping in view different
growth patterns, hygienic of forests and taking into account the existing
conditions of the forests.
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3.1.17.1 . Delay in preparation of Working Plan

The National Working Plan Code and Forest Department Code stipulate that the
annual plan of operations must be based on the working schemes where no WPs
exist.

Out of 40 territorial divisions for which separate WPs for 10 years for different
periods were approved, WPs of 11 divisions expired during 2010-11 and that of
18 divisions expired during 2011-12. It was noticed that annual plan of
operations were prepared without preparing working schemes in 11 divisions and
these divisions worked without approved plans thus violating the codal
provisions. While, final draft of WP had been submitted by one division in
November 2011, preparation of WPs of 28 divisions was still under initial stage
(March 2012). Status of WPs is as given in Table 10:

Table 10: Status of working Plan

. ) - Second .
Previous working Working plan due for No. of Prellmlflary Preliminary Final l?raft
. approval for the e Working . Submitted
plan period . Divisions Working
Period Plan stage to Govt
Plan stage
2001-02 to 2010-11 | 2011-12 to 2021-22 11 03 08 Nil
2002-03 to 2011-12 | 2012-13 to 2022-23 18 09 08 01
Total 29 12 16 01

(Source: Details as furnished by Department)

The Government stated (November 2012) that delay in preparation of working
plan was due to poor infrastructure, inadequate staff at level of RFOs, frequent
transfers. Reply was not acceptable as the reasons were controllable and could
have been addressed with appropriate timely action.

3.1.17.2 Non-submission of control forms

As per provisions of the Karnataka Forest Code, every Divisional forest Officer is
required to prepare an extract of the control book in prescribed forms and submit
the same to the respective Circle Office and Working Plan Circle by 15™ August
of the year. The returns contain the extent of forest area to be exploited as per

WP prescriptions and achievement thereof each year with reasons in case of
shortfall.

Scrutiny of records in the test checked territorial divisions revealed that four
DCFs had not submitted control forms during 2007-10, and ten DCFs** did not
submit control forms for 2010-11. It was also noticed that there were delay in
submission of control forms ranging up to 41 months wherever submitted.

Scrutiny of control forms submitted by five'> DCFs revealed shortfall in various
prescriptions viz., thinning of teak and acacia, extraction of bamboo and cane, as
given in Table 11:

1* Bhardavathi, Bangalore (U), Davanagere and Karwar (2007-08); Bhardavathi, Bangalore ),
Davanagere and Chickmagalur (2008-09 and 2009-10)

' Bhardavathi, Bangalore (U), Davanagere, Karwar, Honnavar, Chickmagalur, Bellary,
Mangalore, Hassan and Kundapur

'* Haliyal, Karwar, Honnavar, Mangalore and Bellary
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~ Table 11: Shortfall in revenue due to non-availability of plantations

SI No. Wc‘::fl‘:g Target | Achievement | Shortfall Pe: ;‘:)’;t;agﬁ of
1 | Teak thinning | 4,522.40 400 | 451840 100
2 | Acacia 7,746.08 79750 | 6,048.58 90
3 | Bamboo 39,454.63 11,729.16 | 27,725.47 70
4 | Cane 18,365.39 6208.19 | 12,157.20 66
Total 70,088.50 18,738.85 | 51,349.65

(Source: Details as furnished by Department)

As control forms were not received by the controlling officers within the
prescribed due dates, appropriate action could not be taken thereby leading to
shortfall in extraction and consequential loss.

The Government replied (November 2012) that action would be taken to obtain
control forms from DCFs and for shortfall in revenue it was stated that reports
would be obtained from CCFs for taking corrective measures.

3.1.18 Afforestation

Various schemes under State Schemes, Centrally Sponsored Scheme and
externally assisted programmes were taken up by Forest Department for
afforestation works in 3.75 lakh ha by raising 33.83 crore seedlings between 2007
and 2012.

3.1.18.1 Karnataka Sustainable Forest Management & Bio-diversity

Conservation Project

Karnataka Sustainable Forest Management and Bio-diversity Conservation
(KSEMBC) project covering afforestation of 1.85 lakh ha at an outlay of
X 745 crore under Japan Bank for International Co-operation assistance with
State Government contribution of I 131.73 crore was commenced in 2005 and
scheduled to close by 2012-13. Apart from primary objective of restoration of
forests it also aims to improve the livelihood of inhabitants of the surrounding
villages through Joint Forest Planning and Management. An expenditure of
% 670.78 crore had been incurred up to March 2012. The extension of project by
another two years is under consideration with a revised outlay of I 841.49 crore
on account of depreciation of local currency.

Under KSFMBC project, the afforestation works were taken up in degraded
forest areas (Model 1 to 5), mangroves and outside forest areas (Model 6). The
target and achievement during 2005-12 under the different models were as shown
in Table 12:

Table 12: Afforestation — target and achievement

(Area in ha)
; Actual
Model Particulars Targets .
achievement
Model-1 Ecological restorgtlon through 35,500 35,500
natural regeneration
Model-2 Assisted Natural regeneration 50,000 51,659
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Model Particulars Targets Actual
achievement

Plantation for timber production in

Model-3 Western Ghat Area 25,000 26,420

Model-4 Planta‘uon for fuel wood and small 50,000 51,521
timber

Model-5 Non—Tl.mber Forest Produce 18,000 18,100
plantation

Model-6 School Plantation 4,000 2,070

Model-7 Mangrove plantation 2,500 1,815

TOTAL 1,85,000 1,87,085

(Source: Details as furnished by Department)

As may be seen from the above details, the targeted afforestation was achieved
inside the forest areas except mangrove plantations. However, there was shortfall
in achievement in afforestation outside the forest areas.

The Government attributed (November 2012) the shortfall in school plantation to
limited availability of area in schools and technical reasons for shortfall in
mangrove plantations. The Government also stated that the school plantation was
also carried out under other programmes.

3.1.18.2 Unsold seedlings

One of the components under KSFMBC project was farm forestry under which
seedlings are sold to farmers at concessional rate with an objective to increase
tree cover. It was observed that as against the target of 7.60 crore seedlings,
2.14 crore seedlings were raised during 2005-12, out of which 1.56 crore
seedlings were sold. The unsold seedlings held in nurseries as of June 2012 were
57.92 lakh out of which 49.79 lakh seedlings pertained to 2005-09 period, i.e.
more than three years old, and unfit for planting due to root coiling. Thus, the
expenditure incurred on raising the seedlings resulted in wasteful expenditure.
Considering, the lowest sale rate of ¥ 1.50 per seedling the wasteful expenditure
works out to X 74.84 lakh.

The Government while accepting the audit observation stated (November 2011)
that survey was done before raising of seedlings and action would be taken to
waive off the loss occurred due to unsold seedlings. Reply was not acceptable as
the Department did not factor the distribution of seedlings under other schemes
before raising seedlings.

3.1.18.3 Joint Forest Planning and Management

National Forest Policy of 1988 envisaged people’s involvement in the
development and protection of forests through Village Forest Committees (VFC)
which was implemented in the State from 1992-93 in DFID'” assisted Western
Ghats Forestry and Environmental Project. A detailed guideline was issued by
Government in June 2002.

! The target was revised from original target of 3,000 ha.
' Department for International Development, UK
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Between 1993 and 2005, 3,887 VFCs were established under various schemes
covering forest area of 3.40 lakh ha. Out of 3,887 VFCs established, 2,309 VFCs
became non-functional and as per Chief Minister’s budget speech 2008-09,
rejuvenation of 1,000 non-functional VFCs was proposed in a phased manner.
However, as of March 2012 rejuvenation programme was not implemented.

Under KSFMBC project, which is currently being implemented, 1,222 VFCs
were established as against the target of 1,200 VFCs. Each VFC was given
financial assistance of ¥ one lakh as Revolving Fund by forming Self Help
Groups (SHG) amongst the VFC members for undertaking income generation
activities.

Against the target of 6,000 SHG’s only 1,724 were formed in the past eight years
despite identifying 3,965 SHGs. While 133 VFCs had no SHGs, 177 VFCs had
only one SHG.

The Government stated (November 2012) that SHGs formed under other schemes
were also eligible for servicing under the KSFMBC project and hence
4342 SHGs were identified. Government also stated that the rejuvenation of 1,
000 VFCs, formed earlier under other schemes could not be taken up due to non-
release of funds. However, the reply failed to provide the reasons for not
releasing the grant by Government during earlier years. Also 2,309 VFCs formed
earlier remained inactive which defeated the concept of sustainability of joint
forestry management. '

3.1.19 Social forestry

As per draft State Forest Policy, due to severe constraints in availability of land
for afforestation works, the target set for one third of the land mass to be under
forest/tree cover could be achieved only if plantations can be successfully raised
outside the forest areas which is known as social forestry. The raising of
plantations on foreshore tank area, on waste lands, road side plantations, raising
seedlings for public distribution efc., are undertaken by Social Forestry Divisions
under the jurisdiction of Zilla Panchayats (ZP). The Government provides block
grants to ZPs for further distribution to implementing officers. The various
schemes and programmes under social forestry were under implementation viz.,
Special Development Plan, Vanasamvardhana Yojane, Greening of urban areas
etc. The total expenditure incurred by Social Forestry Divisions for social
forestry programmes during 2009-12 was ¥ 73.26 crore against allocation of
< 71.91 crore.

Scrutiny of records in eight social forestry divisions revealed the following
shortcomings.

»  Survival rate of plantations raised during earlier years was not recorded and
as such status of plantations could not be verified in audit.

» In four divisions, the salary expense was equal to or more than the
expenditure incurred on works during 2009-12.

»  Large scale vacancies existed as on March 2012 in the cadres of RFOs,
Foresters and Forest Guards as under:
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e In Karwar division, five RFOs were working against seven sanctioned
posts.

e In Gadag division, two forest guards were working against
11 sanctioned posts.

e In Mangalore Division, four RFOs were working against
five sanctioned posts and four Foresters were working against seven
sanctioned posts.

e In Hassan Division, all sanctioned (13) posts of Forest Guards were
vacant.

As a result, the lower targets were fixed and thereby affecting the implementation
of the scheme/programmes.

The Government stated (November 2012) that social forestry was also
undertaken by ZP divisions under Mahatma Gandhi National Rural Employment
Guarantee programme in addition to other schemes. Government further stated
that the action would be taken to fill up the vacancies and instructions had been
issued for maintenance of plantation journals.

3.1.20 Forest cover

As per National Forest Policy, 1988, one third of the country’s geographical area
was to be covered by forest by the year 2012. As against 33.33 per cent targeted
in the National Forest Policy, only 22.61 per cent, as claimed by department in
the annual report (2011-12), of the total geographical area was covered by forest
and tree cover. However, the forest and tree cover achieved as per Forest Survey
of India (FSI) report 2011 released by Ministry of Environment and Forest,
Government of India, was only 21.86 per cent.

The Department had undertaken afforestation works on large scale to increase the
forest/tree cover in the State under several schemes. Between 2002 and 2012, the
afforestation works were carried out in 5.90 lakh ha and for this purpose
50.39 crore seedlings were raised under various schemes and programmes. As
the survival rates or status of plantations raised were not systematically recorded
in the plantation journals; the results of afforestation carried out could not be
captured.

The forest cover in the Karnataka State with better average annual rainfall
compared to other States registered a decline from 23.16 per cent in 2001 to
21.86 per cent in 2011 even after sustained implementation of afforestation
programmes under various schemes including external assistance as shown in
Table 13:
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Table 13: Forest cover-Karnataka

(Area in Sq km)
Year-FSI Very Moderately Open forest Total forest Tree cover
report Dense Dense (per cent) (per cent)
2001 26,156 10,835 36,991 (19.29) 7,446 (3.88)
2011 1,777 | 20,179 14,238 36,194 (18.87) 5,733 (2.99)
(Source: Details as furnished by Department)
Table 14: Forest cover-India
(Area in Sq km)
Year-FSI Very Moderately Open forest Total forest (per Tree cover (per
report Dense Dense cent) cent)
2001 4,16,809 2,58,729 6,75,538 (20.55) 81,472 (2.48)
2011 83,471 | 32,0736 2,87,820 6,92,027 (21.05) 90,844 (2.76)

(Source: Details as furnished by Department)

As may be seen from the details above, the State recorded a decline in forest/tree
cover between 2001 and 2011 as against overall increase in forest/tree cover
registered in the country. Between 2001 and 2011, the dense forest cover in the
State registered a decline of 16 per cent from 26,156 sq km to 21,956 sq km, with
corresponding increase in open forest area partially. The districts contributing to
the decline in forest cover are shown in Appendix 3.4.

Except six districts'®, all other districts registered a negative growth with a loss of
forest cover ranging from 12 sq km to 208 sq km. The dense forest cover was
totally lost in five districts'® and the average forest cover in these districts was
only one per cent of the geographical area.

Despite large scale afforestation works carried out there was overall decrease in
forest area by 797 sq km in the State. Besides, increase (3,403 sq km) in open
area forest indicate that conservation measures taken were either inadequate or
not effective requiring remedial measures from further declining.

The Government stated that (November 2012) there was net reduction in forest
by 10 sq km as per FSI Report 2011 over FSI Report 2009 which was based on
satellite imagery. Government, further, stated that the micro Ilevel
synchronization at the same time of imaging was necessary to analyse the
changes in forest cover which was time consuming and expensive and the
mechanism was not available with the department. Reply was not acceptable as
comparison for over a longer period was made in audit based on FSI Reports, as
comparison for a shorter period would be inappropriate to ascertain the
effectiveness of afforestation works carried out due to non-availability of
suitable control data with the department.

'8 Chamarajanagar, Chickmagalur, Udupi, Hassan, Kodagu and Uttar Kannada
' Bagalkot, Bijapur, Gadag, Koppal and Raichur
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3.1.20.1 Status of ‘C’ and ‘D’ category of lands as forest land

The 43.36 lakh ha of forest area in the State includes of ‘C’ & ‘D**’ class of land
which was transferred by Revenue Department (RD) to Forest Department on
several occasions for carrying out afforestation works and land bank purposes.
While transferring these lands for land bank purpose, the RD stipulated (1991)
that it should not be notified as forest land and liable to be taken over by RD
when required for public purposes. The 43.36 lakh ha of forest area in the State
includes 3.08 lakh ha of ‘C’ & ‘D’ class of land. The extent of area in which
afforestation works were taken up was not made available to audit.

In view of the conditions imposed by RD on such class of land and non-
availability of records as to the extent of afforestation works thereon, treating of
such lands as forest area was incorrect and had the effect of inflating the forest
area by 7.10 per cent in the State.

The Government stated (November 2012) that the ‘C’ & ‘D’ category of land
constitutes forest land as per law laid down by Supreme Court and overrides all
executive arrangement. The Forest Conservation Act, 1980 equally applies to
such category of lands. However, the FD could not enforce the provisions of
Forest Act, when RD had withdrawn (October 2008) 184.03 ha of ‘C’ & ‘D’
category of land.

3.1.20.2 Physical verification of plantation areas

Plantation at Kuduremothi in Koppal range, Koppal Division

Physical verification (September 2012) of plantations raised at Kuduremothi in
Koppal range during 2008-09 revealed that in 25 ha of land with various species
like Honge, Neelagiri, Karijali was partially destroyed due to grazing by livestock
and failed plantations as shown in the photographs:

Grazing at Kuduremothi plantation at the Failed plantation at Kudremothi
time of inspection

204C” category of land means land suitable only for afforestation and ‘D’ category means land
suitable for grazing as per Government letter dated 16.6.1970
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The Working plan of Koppal Division 2003-13 stressed the need for protection
measures against grazing and hacking by taking various measures like cattle
proof trench, engaging Forest Watchers for preventing hacking and illicit felling
of trees which affect the growth of plantations.

Scruitiny of records revealed lack of monitoring and protection of plantations as
the plantation journals did not contain the details of maintenance work carrried
out. No entries were recorded except that of the initial plantation works, during
the first year.

Status of plantations - Gadag Division
The status of plantations raised at Varavi and at Majjur both coming under

Shirahatti range of Gadag Division during the physical inspection (September
2012) was as under:

13/09/2012

Plantation at Varavi Planatation at Majjur

Despite comparable climatic conditions, plantations (comprising species such as
Nilagiri, Bevu, Hulgal, Hunase) at Varavi raised during 2006-07 showed stunted
growth while the plantation at Majjur appeared dense and healthy inspite of the
fact that the plantation was one year older than Majjur. Physical verification also
revealed partial destruction of plantations at Varavi due to heavy cattle grazing,
hacking/ illegal cutting of trees affecting growth. In the absence of protection
measures the afforestation works taken up failed to render the desired output.

3.1.21 Forest protection

3.1.21.1 Survey and demarcation

As per Rule 31 of Karnataka Forest Manual every DFO should check the
boundaries of atleast 10 per cent of the Reserved Forests in his division every
year. The same Reserved Forests should not be repeated till the full cycle is
completed. As WP for each division is prepared for a period of 10 years, the
entire reserve forest boundary of the division has to be surveyed and demarcated
at the rate of 10 per cent every year to complete demarcation work within a
period of 10 years.
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The extent of reserved forest land in Karnataka is 29,55,019 ha and 2.95 lakh ha
was to be surveyed and demarcated annually.

The details of targets to be fixed, targets fixed and achievements for the years
2009-10 to 2011-12 were as given in Table 15:

Table 15: Target and achievement in survey and demarcation

Year Target to be fixed Target fixed Achievement
(in lakh ha) (in km) (in km)
2009-10 2.95 3,479 3,479
2010-11 2.95 2,139 1,900
2011-12 2.95 1,341 1,066

(Source: Details as furnished by Department)

The annual target fixed was not based on area basis. Even the target fixed on
kilometre basis was not achieved during 2010-11 & 2011-12. The checking of
survey and boundary and their actual achievement was not in conformity with the
norms. The Department replied (January 2013) that target was based on fund
allocation and detailed report would be submitted to higher authority for filling
vacant posts.

3.1.21.2 Encroachment of forest land prior to 1978

The KF Act®' empowered the State for regularisation of unauthorised occupation
prior to 27 April 1978. But, with the enactment of the FC Act by the
Government of India (GOI), the power of ordering use of any forest land for any
non-forestry purpose could be exercised by the State Government only with the
prior approval of GOL.

The encroachments prior to 27 April 1978 as of March 2009 were assessed at
19,533.88 ha (21,659 families). GOI approved (May 1996) regularisation of
14,848.73 ha (19,348 families) subject to fulfilling certain conditions. The
encroachment to the extent of 4,753.39 ha (7,172 families) were regularised as of
March 2009 and encroachments to the extent of 8,322.52 ha (6,924 families) are
yet to be cleared.

Failure to check fresh encroachments

The GOI (May 2002) instructed the State Governments to take steps to prevent
encroachments and that all encroachments that were not eligible for regularisation
should be cleared by 30 September 2002. A quarterly progress report was to be
sent to GOI and it was observed that periodical progress reports were not sent by
PCCF for any of the quarter during the period 2009-12.

As per the report submitted to Government by a Task Force in June 2011 ie.,
Recovery and Protection of Public Lands, the extent of forest land encroached
was 67,096 ha. Though DCFs were empowered to evict encroachers from forest

*! Second proviso under section 28
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land under Section 64 (A) of KF Act, effective action had not been taken to
reclaim the forest land.

Government stated (November 2012) that the several encroachers had filed
application under Forests Rights Act, 2006 and cases would be disposed
accordingly. Government also stated that the monitoring is being done at several
levels and eviction details are being computerized.

3.1.21.3 Maintenance of firelines

While approving Working Plan, GOI imposes a condition that State Government
should provide adequate funds annually for fire protection measures. In eight®
out of 15 territorial divisions, as against the target of 10,035.13 km fixed in WP,
the firelines® proposed ranged from 2,426.61 km to 2,711.23 km and the actual
achievement ranged from 1,728.93 km to 2,764.81 km for the years 2009-12.
Further, the WP of five?* divisions indicated only the annual requirement of funds
of ¥ 1.04 crore but did not specify the details of measures required. In the WP of
the remaining two> divisions neither the physical nor the financial target was
mentioned.

Thus, there was huge shortfall not only in maintenance of firelines proposed but
also in actual maintenance.

Government stated (November 2012) that fire protection works were being taken
up under different budget heads. However, specific reason for shortfall pointed
out in audit was not furnished.

3.1.21.4 Active Forest Fire Mapper

It was noticed that the Department had established an Active Forest Fire Mapper
(AFFM) during 2011-12, a centralised system for capturing forest fires in the
State with the help of satellite imagery which facilitates immediate
communication to the concerned DCFs and others for taking necessary measures
to control spreading of forest fires. The innovative measure taken by the
Department in the crucial area of fire management is appreciable.

3.1.22 Wildlife Management

3.1.22.1 Wildlife activities

There are five National Parks, 25 Sanctuaries%, Six conservation reserves and one
community reserve in the State spread over an area of 8,807.78 sq km. Between
2009 and 2012, an expenditure of I 147.68 crore was incurred under various

22 Bellary, Chickmagalur, Chitradurga, Davanagere, Gulbarga, Kundapur, Mangalore and Raichur
2> A gap in vegetation that act as a barrier to arrest or stop the progress of bush fire or wild fire
2 Bangalore Urban, Gadag, Haliyal, Hassan and Karwar

% Bhadravathi and Honnavar

%8 Including five Tiger Reserves.
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Central and State schemes. The test check of records revealed deficiencies in
administration and management of wildlife as discussed in succeeding
paragraphs.

3.1.22.2 Delay in notifying as sanctuary

As per section 18 of Wild Life (Protection) Act, 1972 (WP Act), State
Government may declare its intention to constitute any area which is not
comprised within any Reserve Forest as a Sanctuary. However final notification
under section 26 A of the said Act has to be issued for declaration of the
Sanctuary. It was noticed that final notification has not been issued in respect of
five sanctuaries®’ even after 21 to 38 years after issue of preliminary notification.

Government stated (November 2012) that the process of declaration of
sanctuaries was under progress.

3.1.22.3 Sanctuaries and National Parks functioning without
management plans

Guidelines issued by Wildlife Institute of India in 1976 envisage preparation of
Management Plans (MPs) for developmental phase concentrating on basic
infrastructure and scientific management phase focusing on systematic growth of
Parks and Sanctuaries. Government delegated (November 2002) to PCCF
(wildlife) approval of Plans of Protected Areas. However, four *® out of 25
sanctuaries were functioning without approved MPs.

Government stated (November 2012) that preparation of management plan
required a lot of time which was stated to be under progress but the Government
did not explain as to why it should take over 10 years for this purpose.

3.1.22.4 Tiger conservation plans

WP Act and Project Tiger guidelines provide for a site specific management plan
called Tiger Conservation Plan (TC Plan) for management of every Tiger
Reserve. However, TC plans were not prepared for two® out of five Tiger
Reserves.

Government replied (November 2012) that the preparation of Tiger Conservation
Plans were under progress for obtaining approval of GOI.

3.1.22.5 Prohibited activities in National parks/ Sanctuaries

Government notified (January 1991) areas existing within a radius of one
kilometer from the boundary of Bannergatta National Park as “Safe Zone” and

7 Ranebennur Black Buck Sanctuary, Sharavathi Wildlife Sanctuary, Shettihalli Wildlife
Sanctuary, Arbithittu Bird Sanctuary, Brahmagiri Wildlife Sanctuary.

% Chincholi Wildlife Sanctuary, Ramadevara Betta Vulture sanctuary, Rangayyandurga Four
Horned Antelope Wildlife sanctuary and Bhimgad Wildlife Sanctuary.

% Nagarahole and BRT Tiger Reserves
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the Management Plan prohibited quarrying activity in the “safe zone”. Though,
quarrying activities were being carried out® in the “safe zone™, effective action
had not been taken to stop the illegal activities which are detrimental to wildlife.

Government " stated (November 2012) that the issue had been taken up with
Director, Department of Mines and Geology and also being pursued with
Revenue and Police authorities to initiate action to stop the illegal quarrying
activities.

3.1.22.6 Failure to evict encroachment in Wildlife areas

Section 27 and 33 (8) of WP Act, no person shall enter or reside in a Sanctuary or
a park except in accordance with the conditions of permit granted under section
28 of the Act. As of March 2012, the encroachment in wildlife areas in the State
was to the extent of 2,822.742 ha which required eviction.

Government stated (November 2012) that concerned officers of Wildlife wing
had been directed to take action to clear the encroachments.

3.1.22.7 Development of sanctuaries and national parks

»  Gudavi Bird Sanctuary in Shimoga district is picturesque and known for
bird abundance and diversity with 217 bird species. The Management Plan
contemplated securing and improving the natural environs of the forest,
lakes, to improve the population of birds and had sought budgetary grant of
X 1.76 crore during 2009-12 against which the amount received and spend
was only ¥ 8.50 lakh. As a result the habitat improvement works as
envisaged in the Management Plan could not be achieved.

>  Three® sanctuaries in Kodagu district were understaffed and not provided
with required number of vehicles, arms and ammunitions and
communication equipments required for protection of wild animals from
poachers. As against the requirement of ¥ 16.45 crore for the period
2009-12 the fund provided was only ¥ 3.74 crore. The works as per
management plan could not be taken up. Also the encroached area
increased from 12.96 ha (2009) to 23.995 ha (March 2012).

Government stated (November 2012) that in Gudavi Bird Sanctuary expenditure
was restricted to the amount released and in respect of sanctuaries in Kodagu
district action would be taken to provide the required arms & ammunitions and to
clear the encroachments.

30 As per the letter (June 2012) addressed to Sr. Geologist, Mines and Geology by DCF,
Bannergatta National Park.

3! Talacauvery Wildlife Sanctuary, Brahmagiri Wildlife sanctuary and Pushpagiri Wild life
sanctuary.
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3.1.22.8 Man-animal conflict
Restoration of elephant corridors

Karnataka is known for elephant habitat and has elephant population of 5,616 as
per 2010 census. The elephant’s non-territorial behavior requires large sections
of forests for their migfation and corridors facilitate their movement. Due to loss
of corridor and also scarcity of food, elephants enter surrounding villages and
cause extensive damages to the agricultural crops, human beings and cattle and
necessitating payment of compensation.

Several measures are adopted to mitigate the man-animal conflict viz., elephant
proof trench, solar fencing etc. However, measures for restoration of corridors
were lacking as proposals submitted during 2008-12 are yet to be approved
(December 2012).

Crop compensation

On account of human-animal conflict, the department paid ¥ 20.56 crore during
2009-12 towards crop loss, loss of human lives, loss of cattle etc., and out of
which 83 per cent relates to crop compensation.

The human-elephant conflicts were rampant in Kodagu with 8,007 cases of crop
damages, 42 cattle killings, 18 human deaths and 30 elephant deaths were
reported during 2009-12. The Core Committee had submitted (September 2011)
report to Government of Karnataka indicating the measures needed to contain or
mitigate the conflict but a comprehensive plan had not been firmed up by
utilizing these inputs so far. One of the measures suggested was extensive
creation of barriers all along the forest land i.e., elephant proof trenches, solar
fencing and construction of rubber walls. Further, it was emphasized that conflict
levels had considerably reduced wherever these barriers were maintained in good
condition. The involvement of local communities in working out a system of
maintenance of these barriers was key to success but department had failed to
activate the 108 Eco-Development Committees that had been established in
Hunsur Wildlife Division. An amount of ¥ 2.37 crore had remained unutilized in
the Village Development Fund account as of March 2012.

Government stated (November 2012) that different measures were taken for
restoration of elephant corridors which includes acquisition of land, payment of
compensation for private lands, efc. Further, Government stated that measures
were taken to reduce the man-animal conflict as it cannot be completely avoided.

Best practices adopted to mitigate the man-animal conflict

»  In Bandipur Project Tiger Reserve, the incidents of man-animal conflicts
had considerably reduced from 8,976 cases to 756 cases and compensation
amount reduced from ¥ 61.55 lakh to ¥ 14.87 lakh between 2008-12 inspite
of having considerable population of elephants (2,130). This was attributed
to effective measures taken by the Division like multiple barriers (EPT,
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Solar fencing) daily monitoring of solar fences, construction of
multipurpose solar sheds between solar units for housing energizers,
battery, solar panels and walky talkies and also provision for continuous
stay of staff members.

» A public private partnership initiative for solar fencing along the boundary
of the forest under scheme known as “Janatha Solar” was successfully
implemented in Tanigebylu Range of Bhadra Tiger Reserve, Chickmagalur
during 2011-12 at a total cost of ¥ 18.90 lakh on equal sharing basis
covering a length of 9 km. Besides, the solar fencing for a length of
13.65 km in other areas was taken up by the Division bearing the entire cost
(X 28.65 lakh).

- However, concerted action is needed to replicate the successful model in other
areas after ensuring the feasibility.

3.1.22.9 Animal Census

Census of animals indicates the effectiveness of conservation measures
undertaken and Management plans envisage undertaking periodical census of
animals in wildlife areas. However, no census was conducted in the last five
years in sanctuaries except conducting Tiger and Elephant census which was
undertaken on national basis and thus effectiveness of measures undertaken could
not be ensured.

Government replied (November 2012) that population estimate of other animals
would be carried out.

3.1.22.10 Wildlife crimes

Statistics reported on wildlife crimes shows a remarkable increase during
2010-11 as compared to the earlier years which indicated that measures put in
place were not effective. The various crimes committed like hunting, poaching,
poisoning, during 2009 to 2012 are abstracted in Table 16:

Table 16: Wildlife crimes

Total ¢ Type of wildlife crimes
v otalno of 1™ o nting, Others including
ear wildlife . . . .
R poaching Electrocution possession of wild
crimes . . .
poisonings animal parts
2009-10 48 21 2 25
2010-11 94 53 15 26
2011-12 53 13 16 24

(Source: Details as furnished by Department)
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The occurrences of cases showed an increasing trend. It was stated that the cases
were reported to be under various stages of enquiry.

Government stated (November 2012) that various measures like setting up of
anti-poaching camp, posting of frontline staff etc., were taken to curb wild life
crimes as a result of which wild life crime would reduce in coming years.

3.1.22.11 Data on issue of NOC for arms licenses

The WP Act authorises PCCF (Wildlife) for issue of no objection certificates
(NOC) for arms licenses/transfer of licenses for persons living in and around
wildlife sanctuary area. However, no register/database of NOCs issued was
maintained either in PCCF office or in any of the test checked divisions.

Government replied (November 201.’5;) that a register has since been opened for
noting the relevant details and action was also taken to prepare data base of valid
arms license holder.

3.1.23 Conclusion

Large numbers of vacancies which existed amongst the frontline staff and in the
cadre of surveyors affected the protection and management of forests. The seed
collection capacity of the research wing was underutilised on account of
inadequate funds and staff. The wireless network was non-functional in several
divisions. The internal audit was largely non-existent. The huge amount
available under Forest Development Fund was not utilized. The Forest
Development Tax of I 32.41 crore collected was retained un-authorisedly by
Karnataka Forest Development Corporation without remitting the same to
Government account. State Forest Policy was not finalised. Eleven divisions
were not having approved working plan for 2010-12. Out of 3,887 village forest
committees established, 2,309 remained dysfunctional and were not revived thus
defeating participatory approach of joint management of forests. The forest area
declined by 797sq km between 2001 and 2011 despite large scale afforestation
and the reasons were not analyzed. The progress in regularization or eviction of
encroachment prior to cut-off date was tardy and fresh encroachments were not
cleared. The final notifications in respect of wild life sanctuaries in five cases
were pending for more than two decades since issue of preliminary notification.
The census of animals other than elephants and tigers was not conducted. The
incidents of wildlife related crime were on the rise.

3.1.24 Recommendations

We recommend that:
»  Vacancies in frontline staff should be filled up without delay;

»  Survival of plantations should be monitored periodically by putting in place
oversight mechanism at appropriate levels;
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»  Huge amount available under Forest Development Fund be utilized for
appropriate schemes/programmes;

»  State Forest Policy should be finalized without delay and the working plans
prepared and approved on top priority;

»  Effective steps should be taken for clearing the encroachments without

delay.

BANGALORE (ANITA PATTANAYAK)
THE Principal Accountant General

ﬂ 2 FEB 2[”3 Economic & Revenue Sector Audit
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NEW DELHI (VINOD RAI)
THE l' 1 FEB 2013 Comptroller and Auditor General of India
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Appendices

Appendix 1.1
(Reference: Paragraph 1.7.2, Page 6)

Details of Departmental Notes pending as of 31 December 2012

SI. No. Department 2002-03 2003-04 | 2004-05 | 2005-06 | 2006-07 2007-08 | 2008-09 | 2009-10 | 2010-11 | Total

1 Forest, Environment & _ 01 . . _ 01 01 . 02 05
Ecology

2 Water Resources 01 -- -- -- -- -= 01 01 01 04

3 Wgter .Resources (Minor . _ 02 _ . . 03 02 01 08
Irrigation)

4 Public Works, Ports & . 01 _ -- _ _ _ _ . 01
Inland Water Transport

Total 01 02 02 -~ -- 01 05 03 04 18
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Appendix 1.2
(Reference: Paragraph 1.7.3, Page 6)
Number of paragraphs/reviews yet to be discussed by PAC as of 31 December 2012

I\SJ(I). Department 92-93 | 93-94 | 94-95 | 95-96 | 96-97 | 97-98 | 98-99 | 99-00 | 00-01 | 01-02 | 02-03 | 03-04 | 04-05 | 05-06 | 06-07 | 07-08 | 08-09 | 09-10 | 10-11 | Total
Forest, _

1 Environment 1 - 1 2 - - - - 1 2 1 - - - 1 1 - 2 12
& Ecology

g | Water 4| 7 76| 8|6 | 1| 2]21]6/ |2 |2/|1]-]-|-|1]1]1]e
Resources
Water

3 | Resources 1| s [ 3 | s | 4| 2| - ] ; ; Sl 2| 2 |1 ; Sl 3 3 |1 | 32
(Minor
Irrigation)
Public works,
Ports &

4 Inland Water - 2 2 4 1 - - - - - - 1 - - - - 3 3 3 19
Transport

5 RPED - 1 - - - - - - - - - - - - - - - - - 1

Total | 16 15 13 17 13 8 1 2 3 8 2 6 3 1 - 1 8 7 7 131
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Appendix 2.1
(Reference: Paragraph 2.1.1, Page 10)
Diversion of MMGRAY grants

(X in lakh)
Divisi 12 Pay{ Le.m.d‘ Providing | Sand ‘State 5054- Providing Purz?ase NH Impro_vex_nent
1visions finance | gratuity | acquisition helipad . . highway K street 1 _ ) of buildings Total
elipa mining . works . welcome | works
works | arrears charges maintenance lights board & roads

Chamarajanagar 0 0 0 0 15.00 235.74 0 0 0 0 0 250.74
Hunsur 0 0 0 0 15.00 60.22 0 0 0 0 0 75.72
Mysore 0 0 0 0{ 305.00 466.59 0 0 0 0 1,600.00 | 2,371.59
Hadagali 0 17.57 0 1.91 0 357.89 0 0 0 0 0 377.37
Mandya 84.00 0 0 0 0 487.24 25.85 10.34 0 0 0 607.43
Mangalore 0 0 0 0 0 0 0 0 0! 976.00 0 976.00
Bagalkot 0 3.04 0 0 15.00 204.06 0 0 0 0 0 222.10
Bellary 18.53 0.42 0.21 0 0 648.85 432 0 0 0 0 672.33
Ramanagaram 0 0 0 0 0 0 0 19.86 23.19 0 01 43.05
Chickballapur 0 1.58 0 0 0 37.33 73.04 70.90 0 0 0 182.85
Davanagere 0 0.08 0 0.14 15.00 334.77 0.89 0 0 0 0 350.88
Bidar 0 0 16.30 0 0 5.01 0 0 0 0 0 21.31

Total | 102.53 22.69 16.51 2.05 | 365.00 2,837.70 | 104.10 101.10 23.19 | 976.00 1,600.00 | 6,150.87
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Appendix 2.2

(Reference: Paragraph 2.1.1, Page 11)

Works foreclosed as is where is basis

& in crore)
SIN Division No. of | Estimated | Upto (.late Remarks
works amount expenditure

1 Mandya 13 5.85 0.30 | Grade-I metalling completed
2 Dharwad 10 3.58 1.16 | Stopped as is where is basis
3 Chickballapur 10 2.36 0.69 | Asphalt work is to be done
4 Hadagali 1 0.09 0.01 | Only metalling work completed
5 Hunsur 13 1541 6.61

Total 47 27.29 8.77
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Appendix No. 3.1 (Reference: Paragraph 3.1.2, Page 33)

KARNATAKA FOREST DEPARTMENT
ORGANISATION CHART

PRINCIPAL CHIEF CONSERVATOR OF FORESTS (HEAD OF FOREST FORCE)

l i l APCCF (Head Quarters l
APCCF c APCCF (Forest Resource &Co-ordlnatlon) APCCF (Vigilance) PRINCIPAL CHIEF CONSERVATOR OF FORESTS
ADDL. PRINCIPAL CHIEF CONSERVATOR OF FORESTS " " .
Evaluation, Working Plan & Training, B'lore. (Devalopment) o (Head Quarters) Kianagament; — APCCE Projecs] Wildlife & Chief Wildl:fe Warden, Bangalore
— —-CF(FRm)l t—’ l ite) ¢——
l "evelopment) Ao  ATdL.PCCF pwildite) ACF& TA
CCF
Furesl CCF(C&))
CCF DCF (Personnel} (Budget& Consenatlcn .
(ra (Head ity CFIFF&P)  DCF, — CCF& D, Project
&1 d f 1
corNREGS  CCRNPAP & (CAMPA quarters) quartars) Elephant, ysore
Dy.Diractor
v 4 CF (Forast (Statistics)
CCF (AP) CCF CCF(Training) APCCF - gchT Consarvaton)
(Evaluation) (Research & Utllisation) ¢ " ! v
CCF(Project Tiger)  aicF) onwL CCF& FD (ProjectTiger)
CCF . COF Liysora Matters Shimoga
ACF ACF&TA (Land (Legal Cell}
Remote Sensing " Records) ACF, Central Strike
’ DC}B}];([S\za‘I;rg DCF, FTAT" 1. CCF Research, Blore. Force.Blore " )
, Kaduygodi 2.CF Research, Madikeri 4 DCF, Project DCF, Widlife, DCE,EI:Ia ra DCF, Dandeli
3.CF, Research, Dhanwar. 1. DCF FIS Blore. Tigar Gundlupet Hunsur. wildlife, Wildlife.
4.CF, Research, Bellary. %B&EEM Eellaw [Bandipur) Chickamagalur
1.ACF, WGP, Trg. 1.ACF, FTATI, Kadugodi 5.DCF, SF (Rasearch) B-k”a 4'DCFFIS SFrlsglaum
Dharwad 2.ACF, FGTC 8.ACF Utilisation 5.DCF FMS Guinarga
2.ACF, FGTC, Bidar Kushalnagar ? BEF an
3.ACF, Trg. Centre, 3.ACF, FGTC, Yelwala, F Mau?kerl
Thattihatla, hlysore 8.DCF FMS hyscre
I 9.DCF FIS Shimoga
4
1. CF, Working Pian, Mysare DCF TAto CF
2.CF, Working Plan, Dharwar DCF TAto CF
3.CF, Working Plan, Shimoga DCF TA toc CF
4.CF, ‘WorkingPlan,Balgaum DCF TAto CF
5.CF, Working Plan, Bellary DCF TAto CF
&.CF, Working Plan, Chikamagalur DCF TAto CF
L : ! ! ! ' ' ! | L l ! !
CF CF CF CF CF CF CF CF CF CF
Bangalore Bellary Belgaum Canara, Slrsi Chamarajanag Chickamagalur Dharwad Gulbarga Hassan Kodagu Madlken I.1angalore Lysore Shimoga
ACFTAto ACFTAto
CF CF
ACF ACF
FMS FLIS
"

1. DCF Blore-R

2. DCF Ramanagara

3. DCF Blore- U

4. DCF Kolar

5. DCF, Chickaballapura
6. DCF B'lore- R-SF

7. DCF Ramanagara SF
8. DCF B'lore~- U-SF

9. DCF Kolar SF

10.DCF Chickaballapura SF
11.DCFBNP

1.DCF Bellary
2.DCF Chitradurpga
3.DCF Davanagere
4.DCF Koppal
5.DCF Bellary-SF

G DCF Chitradurga -
7 DCF Davanagere-
SF

8.DCF Koppal -5F
9.ACF DorajiBear
AL

1. DCF Belgaum
2.DCF Ghataprabha,
Gokak

3.DCF Bijapur
4.DCF Bagalket
5.DCF Belgaum SF
6. DCF Bijapur SF
7.DCF BagalkotSF

1. DCF Sirs| 1.DCF Kollegal 1.DCF Chickamagalur  1.DCF Dharwar 1.DCF Gulbarga 1.DCF Hassan 1.DCF Madikarl
2.DCF Haliyal 2.DCF Chamarajnagar-SF 2. DCF Koppa 2.DCF Gadag 2.DCF Bidar 2.DCF Tumkur 2.DCF Virajpet
3.DCF Yellapur 3.DCF Chamarajnagar-WL 3.DCF Chickamagalur- 3. DCF Haveri 3.DCF Ralchur 3.DCF Hassan-SF 3.DCF Madikeri-
4.DCF Honnavar 4, DCF CauveryWL SF 4.DCF Dharwar-SF  4.DCF Yadgir 4.DCF Tumkur-SF SF

5.DCF Karwar  Kanakapura 5.DCF Gadag -SF 5.DCF Gulbarga-SF 4.DCFWL,
6.DCF Kanwar SF 6.DCF Haveri-SF 6.DCF Bidar -SF Madikeri

7.ACF Ranebennur
WL

7.DCF Raichur -SF
8.DCF Yadgir - SF

1.DCF Mangalore
2.DCF Kundapur
3.DCF Mangalore -
S

F
4.DCF Udupi-SF
5.DCF Karkala-wL

1. DCF Mysore
2.DCF Kandya
3.DCF Hunsur
4.DCF Mysore -SF
5.DCF Mandya-SF
&.0CF Nysore -
WL

1.DCF Shimoga
2.DCF Bhadravathi
3.DCF Sagar
4,DCF Shimoga-

SF
5.DCF Shimega-
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Appendix 3.2
(Reference: Paragraph 3.1.13.5, Page 48)
Short recovery of compensatory afforestation charges

( in lakh)
e User Agency / Date of final A rea CA charges CA charges | Short recovery
Division diverted to be 4
approval by GOI . recovered of CA charges
(in ha) recovered
Tungabhadra Minerals Private
Bellary Limited 805.28 845.54 756.96 88.58
Date :10 July 2008
Sandur Manganese & Iron Ore
Bellary limited 11.84 12.43 11.12 1.31
Date : 5 May 2010
Karwar I;OSO%IP’ Yellapur Date:22 April 25.640 24.10 13.90 10.20
Vodafone Essar Limited,
Karwar Bangalore 4458 4.19 3.74 0.45
Date : 13 November 2008
Reliance Communication,
Karwar Bangalore 2.7100 2.55 2.28 0.27
Date : 29 November 2008
Total 849.928 888.81 788 100.81
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Appendix 3.3

(Reference: Paragraph 3.1.13.6, Page 49)
Statement showing non-renewal of lease period cases

No. of Area
Division 0.0 diverted Remarks
cases .
(in Ha) .
In both the cases, the lease period has expired on 6 July
Mangalore 2 1-088 | 003 and 10 October 2003
The earliest date of expiry is 16 March 1982 and the latest
Honnavar 1 1744 | date is 13 March 2008
: In both the cases, the lease is for 10 years, and the lease
Gadag 2 12.018 expired on August 2004 and August 2006 respectively.
In one case pertaining to 0.085 ha, lease was for 10 years,
Haliyal 2 1.985 which expired on 4 June 2005 and for other one of 1.900
ha, the term is 5 years which got expired on 5 June 2001
Total 17 32.531
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Appendix 3.4 (Reference: Paragraph 3.1.20, Page 57)
District-wise forest cover in Karnataka

(Area in sq km)

District Year (VDI;‘TI\S/:DF) Open | Total | ol et | fovest cover
o |20 mlml e ]
Bangalore (Rural) ;g?i ﬁg 2,912 gig 199 24
Bangalore (Urban) ;8(1)} 1(3)3 lﬁ ig(z) 70 12
o | i
o i
bicer 200 PN Y R T 0
Bijapur 2 166 2 166 166
Chamarajanagar 38(1) } i ’8:2 i :gzg ;:222 10 (+) 68
Chickmagalur ;g(l)i g:g?g 222 g:zgi' 53 () 127
Chitradurga a2 s 75 16
Dot s |0 | 0 0 [ o
oo |28 e I
- o e o
o A
Gulbarga ;8(1)1 : 233 ;gg ;gg 212 177
I — R
o e
o 1 I Y
w0 T
o e
o Sl |
o I
Raichur . e 110 88
e
= o 1
T T —
R

Difference 4,200 3,403 797
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