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Preface 

· 1. This Repott has been prepared for submission . to the Governor under 
Article 151 I of the Constitution. 

2. Chapters I I and II of this Report contain audit observations on matters 
arising frotn an examination of Finance Accounts and Appropriation 
Accounts qt the State·. Government respectively, for the year ended 31 
March 200~ .. 

I 

3. The remaitjing chapters deal with the findings. of performance audit and 
audit of trapsaction§ in varicms d~partments "including Education, Housing 
and UrbaniDevelopment, Irrigation and Flood Control, Transport, Power 

I .. . . ,. .. -- . 

Development, Forest,· Health ahd. Medical Edy.cation, Public Health 
Engineerink, Public Works, Rural Development, Social Welfare, Tourism, 
Industries and . Commerce, Agriculture Production, Finance, Revenue .. 
receipts, !Government. . co~panfos, · ~tatutory Corporations · . and 
Departmen~ally run Commercial Undertakings. 

i . . . . 

4. The cases rhentioned in this Report are among those which came to notice 
I . . . . . . . 

in the course of test auclit of acco"unts during the year 2007-08 as well as 
those whicll had comeJo noticei11 earlier years "but could"not be dealt with 
in previous!Reports; matters relating to the period subsequent to2007-08 

. .·I . . . . . 

have also been included wherever necessary. . · 
I 

I 
I 

I 
I . I 
I 
I 

.I 
I 
I 
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Overview 

This Report contains 32 paragraphs, eight performance audit rev iews (inc luding 
Integrated audit of Agriculture department) and comments on the Finance and 
Appropriation Accounts for the year 2007-08. Copies of draft paragraphs and 
draft rev iews were sent to the Commissioner/Secretary of the Department 
concerned by the Accountant General wi th the request to furnish replies within 
six weeks. However, in respect of 3 1 draft paragraphs and eight performance 
reviews included in the Report, no replies were received from the 
Commissioners/Secre tari es concerned. A synopsis of the important findings 
conta ined in the Report is presented in the Overview. 

1 Finances of the State Government 

The overall fiscal position of the State as reflected in terms of key parameters
revenue, fi scal and primary de fic its-indicates mixed trends in the fi scal ~ituation 

during 2007-08 over the previous year. While the revenue surplus has increased 
and reached the peak level of Rs 1088 crore in 2007-08, the fi scal and primary 
defi c its have deteriorated over the previous year. The improvement in revenue 
surplus of the State may however be viewed in the light of the fac t that little more 
than 55 per cent of the incremental revenue receipts of the State during 2007-08 
(Rs 2095 crore) were contributed by the Central transfers compris ing the State's 
share in Central taxes and duti es and grants- in-aid from the GOI. The expendi ture 
pattern of the State reveals that the revenue expend iture exhibited a declining 
trend during the period 2003-08, but continued to share a dominant proportion in 
the total expenditure of the State and was around 76 per cent during 2007-08. 
Moreover, within the revenue expendi ture, the non-plan revenue expenditure at 
Rs 11 666 crore in 2007-08 was signi ficantly higher than the normative 
assessment of TFC (Rs 65 14 crore) for the State for the year and i t~ fo ur 
components - salaries and wages, pension liabi lities, interest payments and 
subsidies - constituted about 67 per cent during 2007-08. These trends in 
expend iture ind icate the need for changing allocative priorities. The cont inued 
prevalence of fi scal and primary deficits ind icates the increasing reli ance of the 
State on borrowed funds. The increas ing fiscal liabilities accompanied by a 
negligible rate of return on Government investments and inadequate interest cost 
recovery on loans and advances might lead to an unsustainable debt situation in 
medium to long run unless suitable measures are initi ated to compress the non 
plan revenue expenditure and to mobilise additional resources both through the 
tax and non tax sources in the ensuing years. 

(Paragraphs: 1.l to 1.12) 

2 Allocative Priorities and Appropriation 

Against the total provision of Rs. 19,003.44 crore during 2007-08, the 
expenditure aggregated Rs. 18,490.3 1 crore resulting in overall saving or 
Rs. 5 13. 13 crore. The saving was due to net effect of savings of Rs. 2,791.04 
crore (Revenue: Rs. 507. 10 crore; Capital: Rs. 2 ,283.94 crore) and excess or 
Rs. 2,277.91 crore (Revenue: Rs. 695.39 crore; Capital: Rs. 1,582.52 crore) in 
respect of 28 grants and three appropriations and 14 grants and one appropriation 
respectively. Out of 284 controlling offi cers, 80 controlling officers had not 
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Audit Report for the year ended 31March2008 

conducted the reconciliation in respect of the expenditure of Rs. 3659.40 crore 
which constituted 23 per cent of the total net revenue and capital expenditure. 

(Paragraphs: 2.2 to 2.12) 

3 Performance Reviews ----·--
Education Departm_e __ n_t _________ _ 

Jammu Unhersity 

The University of Jammu was incorporated with the objectives of imparting 
education, caITying out independent research, advancement and dissemination of 
knowledge, recognizing and affiliating colleges, holding examinJtions, conferring 
degrees, diplomas and other academic distinctions. This was the first University 
in the country to have its management systems certified under ISO 900 I :2000. 
The teaching departments and centres of the Uni versity have also developed 
links/research collaborations with d ifferent National/Ioternational 
Academic/Research bodies. 

).- Research projects were not completed on time. 43 per cent of PhD 
scholars had not submitted their thesis even after five years. Research 
thesis of 48 scholars received two months to five years back were pending 
acceptance due to non-availability of experts/scholars to evaluate them. 

(Paragraph: 3.1.9.2) 

There was inordinate delay in declaration of results and issuance of degree 
certificates. 

(Paragraphs: 3.1.10.1 and 3.1.10.3) 

There was high incidence of revision of results consequent on 
revaluations. 

(Paragraph: 3.1.10.2) 

National Programme of Nutritional SupP.ort of Primary Education (Mid-day 
Meal Scheme 

The Mid Day Meal scheme was launched by the Government of India in the State 
on 1st September 2004 with the objective of boosting primary education by 
increasing enrolment, retention and attendance of students in Government schools 
and EGS centres. While the implementation of the programme resulted in an 
increase in the rate of attendance of the students in the schools the actual 
enrolment has declined during 2004-08. 

);.>. The average utilisation of funds during 2004-08 was only 4 I per cent. 

(Paragraph: 3.2.8.2) 

Average consumption of food grains per child per school day during 
2005-08 was only 77.90 gms, against JOO gms envisaged in the 
programme guidelines. 

(Paragraph: 3.2.9.2) 
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Overview 

There was no mechanism to ascertain that food grains supplied conformed 
to the FAQ specification, so that it did not have any adverse impact on the 
children. 

(Paragraph 3.2.9.6) 

Infrastructure was inadequate. Rs. 34.89 crore, re leased during 2006-08, 
for construction of kitchen-cum-store were not utili sed; as a result, meals 
were prepared in class rooms and open spaces. 

Housing and Urban Development Department 

Srinagar Development Authority 

(Paragraph: 3.2.10.1) 

The Srinagar Deve lopment Authority was established with the objective of 
promoting and securing the development of the local area o f Srinagar city in 
accordance with the approved Master Plans. To achieve the objecti ves, the 
Authority is vested with powers to acqui re, hold , manage and dispose o f land and 
other property and carryout building and engineering operntions. A review o f' the 
functioning of the Authority during 2003-08 revea led that al though it succeeded 
in generating substanti al internal resources, the main objecti ves were not achieved 
fully due to non-implementation of Master Plans. Although the Authority pu lled 
up the arrears in its accounts to a large extent, it is yet to appo int auditors lo 

certify these accou nts for submiss ion to the S tate Legislature. 

).- Failure to implement Master Plan o f Srinagar City resulted in its 
unplanned development. 

(Paragraph: 3.3.7) 

While there was a significant increase in revenue generation from internal 
resources during 2003-08, utili sation o f available resources ranged 
between 34 and 48 per ce111 only. 

(Paragraph: 3.3.8.1) 

Works costing Rs. 1.22 crore were got executed by the Authority during 
2004-08 without invitation of tenders, in violation of rules. 

(Paragraph: 3.3.9.3) 

National S lum Development Project (NSDP) funds (Rs. 2.43 crore) wen~ 
spent in contravention o f scheme guidelines. Subsidy for construction of 
dwelling units under VAMBA Y was allowed to non-deserving 
benefi ciaries. 

(Paragraphs: 3.3.9.4 and 3.3.9.5) 

Lack of internal control and monitoring mechanism resulted in non
reali sation of Rs. 7 .4 8 crore on account of premia and rent of built-up 
assets. 

(Paragraphs: 3.3.13) 
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Irrigation and Flood control Department 

Lift Irrigation Schemes 

The construction and maintenance of lift irrigati on schemes is vested with the 
State Irrigatio n and Flood Control Department. The lift irri gation schemes irrigate 
22.83 thousand hectares (7 per cent) of cu lti vable land. Performance review of the 
lift irrigation schemes in the State revealed that the schemes had been executed in 
an unplanned manner and were incomplete for more than 20 years in some cases. 
Even the inigation potential created was not fully utili sed whi~h adversely 
a ffected the contri bution of lift irrigation scheme. 

~ Delay in release of Government of India funds by planning/admini-;trative 
department ranged between 30 and 252 days. 

(Paragraph: 3.4.9.1) 

Four schemes completed at a cost of Rs. 3.86 crore cu lti vated only 19 per 
cent of envisaged area. 

(Paragraph: 3.4.10.1) 

).- Unplanned execution of works resulted m unfruitfu l expenditure of 
Rs. 4.27 crore 

(Paragraph: 3.4. l0.2) 

Time overrun on execution of schemes ranged between 1 and 3 1 years 
whi le as cost overrun ranged up to Rs. 33.86 crore. 

(Paragraph: 3.4.10.3) 

internal control mechanism of the Department was weak which resulted in 
irregular payments, irregular execution of works, etc. 

(Paragraph: 3.4.1 l ) 

4. Audit of Transactions 

Embezzlement/loss/non-recovery of dues 

Lax supervision and non-observance of prescribed con trol procedures by Chier 
Accounts Officer and various revenue reali sing wings or Jammu Municipa l 
Corporation resulted in embezzlement of Rs. 12.7 l lak.h. 

(Paragraph: 4.1.1 ) 

Idle investment/blocking of ftmdshmfruitful expenditure/avoidable 
expenditure, etc. 

Departmental failure to settle the land compensation issue before taking up the 
construction of PHC resulted in idle investment of Rs. 98.50 lakh and blocking of 
Rs. 42.50 lakh. 

(Paragraph: 4.2.J ) 
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Departmental failu re to sequence the procurement of leather technology 
equipment with the civil works construction schedule resulted in idle investment 
of Rs. 1.0 1 crore. 

(Pa ragraph: 4.2.2) 

Non-completion of tex ti le block buildings due to changes in their designs after the 
allotment of contract, and non-installation or machinery purchased for the course 
led to idle investment of Rs. 94.40 lakh. 

(Paragraph: 4.2.3) 

Fai lure of the Department to arrange funds for liquidation of loan despite 
acquisition of huge infrastructure resulted in avoidable interest liabi li ty of 
Rs. J 3.70 crore. 

(Paragraph: 4.2.6) 

Departmental failure to ensure availabi l ity of the equipment and misreporting of 
the facts to the REC resulted in blocking / idle investment of Rs. 1.36 crore. 

(Paragraph: 4.2.7) 

Taking up of work w ithout AA/TS resulted in irregular expenditure of Rs. 46.33 
lakh spent on the bridge, which had been rendered idle due to non construction of 
approaches. 

(Paragraph: 4.2.9) 

Funds were advanced to the Collector, Land Acquisition without adhering to the 
rules and material was procured without assessment resulting in blocking of 
Rs. 1.50 crore. 

(Paragraph: 4.2.10) 

Failure of the Department to acquire land before allotment of work for 
construction of a road rendered an expenditure of Rs. 67.09 lakh unfruit ful. 

(Paragraph: 4.2.11 ) 

Non-adherence to scheme guidelines resulted m payment of Rs. 2.64 crore as 
scholarship to undeserving students. 

(Paragraph: 4.2. 16) 

Regularity and other issues 

CEO. A nantnag irregularly uti li sed Rs. 17.0 I lakh meant for improvement of 
schools, to meet day-to-day expenditure. 

(Paragraph: 4.3.1) 

5. Integrated audit 

J<\griculture Department 

T he objective of the Department is to increase food production, by increasing the 
distribution of high yielding variety of seeds to farmers, bringing more land under 
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cultivation and improving the performance of seed farms. The production of food 
grains in Lhe State increased c; teadily during 2003-08. However, the Department 
failed to achieve the Tenth Plan targets mainly due Lo underutili sati on of funds, 
poor performance of departmental farms, non-uLili c;ati on of Lhe available area, etc. 
due to which the State had to re ly on imports. 

,.. Out of an expenditure o f Rs. 550.68 crore (excluding on CSS) incurred 
during 2003-08, the Department incurred Rs. 470.66 crore (85 pe r cent ) 
on establishment. 

(Paragraph: 5.10) 

Yield obtained in respect of breeder seeds was not as per the norms or 
assessments . Actual distribution of seeds was far be low the requirement. 

!Paragraphs: 5.10.2 and 5.10.4) 

The net sown area decl ined by l l ,000 hectares during 2004-07 and the 
irrigated area reduced by 2,000 hectares. 

(Paragraph: 5.J0.5) 

> 1,402 items of pump sets and sprayers purc hased during 2004-05 had not 
been issued to farmers. 

(Paragraph: 5.11) 

6. Revenue Receipts 

ffransport Department 

Performance review on Motor Vehicle taxes 

Non-conducti ng of inspection of vehicles resu lted in non- recovery of Rs. 9.25 
crore during 2003-07. Token tax of Rs. 1. 15 crore was al<;o not recovered during 
the same period. 

(Paragraphs: 6.2.7.3 and 6.2.7.4) 

Non-imposition of penalty due to over-loading of vehicles resulted in lo'>s ur 
Rs. 25.72 crore during April 2004 to March 2008. 

(Paragraph: 6.2.11 ) 

Administrative inspections as well as internal audit of the subordi nate uni h were 
not conducted. 

(Paragraphs: 6.2.12.2 and 6.2.1 2.3) 

Information Technology Audit of Computerisation in Transport 
Department, Government of Jammu and Kashmir. 

Absence of a Lime frame in implementati on of soft ware resulted m delay in 
project implementation. 

(Paragraph: 6.3.7) 
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lnadequate control environment adversely affected functioning of the system. 

(Paragraph: 6.3.12) 

Absence of application controls resulted in low assurance regarding completeness 
and reliabili ty of database. 

(Paragraphs: 6.3.13.1, 6.3.13.4, 6.3.13.7) 

Check/control mechan ism was not in place resulting in registration of vehicle on 
fraudulent/duplicate Insurance Cover Notes. 

(Paragraph: 6.3.13.6) 

'Audit of Transactions 

Finance Department (Commercial Taxes) 

Failure to detect the concealment of purchases made by two industrial units 
resulted in irregular exemption of sales tax of Rs. 46.89 lakh. 

(Paragraph: 6.4) 

Failure of the AA Commercial Tax Circle 'E ' Srinagar to determine correct 
taxable turnover of a dealer and apply correct rates of tax on the sales made to 
Government departments resulted in short levy of tax and interest of Rs. 1.26 
crore and loss of Rs. 86.42 lakh due to time barring. 

(Paragraph: 6.5) 

Failure of the assessing authority (AA) Commercial Tax Circle ' E' Srinagar to 
apply the correct rates of tax on sales made by a deale r to a corporation, rcsulled 
in short levy of tax and interest aggregating Rs. 1.83 crore. 

(Paragraph: 6.6) 

Failure of the assessing authority to take cognizance of the certificate issued by 
the Excise Department and determine the correct taxnble lurnover o r a dealer 
resulted in short levy of tax, interest and penalty aggregating Rs. 7 .71 lakh . 

(Paragraph: 6.7) 

Failure of the assessing authority to cross-check the purchases disclosed by a 
dealer in the purchase statement and trading account with his C form consumption 
account resulted in short levy of tax, inte rest anJ penalty aggregating Rs 5.73 
lakh. 

(Paragraph: 6.8) 

Power Development Department 

Non-levy of surcharge to the Gondola Cable Car Project, Gulmarg by the Power 
Development Department resulted in non-recovery of Rs. 8.60 lakh. 

(Paragraph: 6.9) 

Transport Department 

Lack of co-ordination between the two departments Jed to non-recovery of 
Rs. 46 97 lakh. Besides the vehicle owners of six vehic les against which 
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Rs. 2. 18 lakh were outstanding as of March 2008 managed to get their document'> 
renewed withou t obtaining no objection certificate. 

(Paragraph: 6.10) 

7. General view of Government companies and statutory corporations 

As on 3 1 March 2008, there were 20 Govern ment companies ( 17 working and 
three non-working companies) and three Statutory corporations (all working) 
under the control o f the State Government. The total investment in the working 
PSUs increased from Rs. 4,420.88 crore as on March 2007 to Rs. 476 1.03 crore 
as on March 2008. 

The budgetary support in the form of capital, loans, grants and subsidies to the 
working PSUs decreased from Rs. 226. l 2 crore in 2006-07 to Rs. 56. l 3 crorc in 
2007-08. During the year 2007-08, the State Government guaranteed loans 
aggregating Rs. 240.66 crore. The outstanding loans guaranteed by the State 
Government increased from Rs. 2,303.67 crore as on March 2007 to Rs. 2,429.77 
crore as on March 2008. 

The accounts of 16 working Government companies and three Statutory 
corporations were in arrears for periods rang ing from 3 to 19 years as on 
30 September 2008. According to the latest finalised accounts, six companies and 
one statutory corporation (Jammu and Kashmir S tate Financial Corporation) had 
earned aggregate profit of Rs. 362.21 crore and Rs. 4.64 crore respec tively, of 
which onl y one company (J&K Bank Limited) had declared dividend or Rs. 29.6.+ 
crore. Eleven PSUs ( I 0 companies and one Statutory corporation viz. Jam mu and 
Kashmi r State Road Transport Corporati on) suffered aggregate loss of Rs. 164.2 1 
crore. Of the I 0 loss-incurring working Govern ment companies, eight had 
accumulated losses aggregating Rs. 463.84 crore, which exceeded their aggregate 
paid-up capital of Rs. 63.1 4 crore. The loss-incurri ng corporat ion (v iz. Jammu 
and Kashmir State Road Transportation Corporation), which had fi nalised its 
accounts for previous year by September 2007, had incurred a loss of Rs. 54.67 
crore. The corporation had accumulated loss of Rs. 598.92 crore, which exceeded 
its paid up capital of Rs. 109.5 l crore. 

(Paragraph 7.1) 

Performance review relating to working of Company 

The working of J ammu and Kashmir Small Scale Industries Development 
Corporation Limited 

The Jammu and Kashmir Small Scale Indwaries Development Corporation 
Limited was incorporated in November 1975 with the main objecti ve~ of aiding, 
assisting and promoting Small Scale Industrial units in the State. However, only a 
negligible number of SSI units Me utilising its services in the procurement o r raw 
material and in marketing their products. The Company largely fai led in 
achieving the objective of providing marketing support to SSI un its. Its ro le in 
marketing the products of SSI units was also very insignifi cant. There was slow 
progress in the establishment of estates at Govindsar and Zaku ra indicating the 

xvi 



Overview 

casual approach adopted by the Company in pursu ing its objectives. Some of the 
major fi ndings were as follows: 

The Company fa iled to develop Industrial Estates at Govindsar and Zakura due to 
lack of sustained effo rts and co-ordination with the State Revenue Depa1t ment. 

(Paragraphs 7.2.9 and 7.2.10) 

By engaging private parties for procurement/distribution of raw material, the 
intended purpose of setting up Raw Material Bank got defeated, as the 
weavers/artisans continued to be dependent on the intermediaries. 

(Paragraph 7.2.15) 

The percentage of units provided marketi ng assistance b} the Company declined 
from 67 in 2002-03 to 43 in 2007-08. As a result, the earning of the Company by 
way of service charges also declined from Rs. 3.28 crore in 2004-05 to Rs. 2.62 
crore in 2007-08. 

(Paragraph 7.2.16) 

The Company spent Rs. 4.58 crore (69 per cent) out of Rs. 6.65 crore received, 
between 2003-04 and 2007-08. Underutilization of fu nds hampered 
implementation of various projects like providing infrastructural facilities to the 
SSI un its at the Industri al Estates, Govindsar and Udhampur, modernisation of 
testing centres, etc. 

(Paragraph 7.2.20) 

Audit of Transactions 

Jammu and Kashmir Bank Limited 

Failure of the Jammu and Kashmir Bank to re-evaluate the mortgaged property of 
a fi rm, resul ted in non-recovery of Rs. 4. 16 crore with consequent loss to the 
Bank. 

(Paragraph 7.3) 

J &K Cements Limited 

The J&K Cements Limited fai led to recover Rs. 13. 12 lakh from a private firm 
due to its fail ure to enforce terms of the agreement entered into with the firm. 

(Paragraph 7.4) 

J &K Horticultural Produce Marketing and Processing Corporation Limited 

Diversion of General/Contri butory Provident Fund collections by the J&K 
Horticultural Produce Marketing and Processing Corporation Limited resulted in 
accumulation of ou tstand ing liabil ity to Rupees five crore. 

(Paragraph 7.5) 
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I 

The accounts of the sdte Government are kept in three parts (i) Consolidated · 
Fund, (ii) Contingency Fund and (iii) Public Account (Appendix I. I-Part A). The 
Finance Accounts of t~e Government of Jammu and Kashmir are · 1aid out in 
nineteen Sta,tements, p~esenting receipts and expenditure, revenue as well as 
capital in .the Consolidated Fund, Contingency Fund and Public Account of the 

. I .-

State. The layout of the Finance Accounts is depicted in Appendi:x I.I-Part B. 
. I . 

I • 

~1Ts~~lf~{iJi~§h1l)~~lmlilliiif~'flt,l"l~iVml 
I 

Table-1. l summarises tQe finances of fue State Government for the year 2007-08 
. covering 'revenue receipts and expenditure, Capital receipts and expenditure and 
public account receipts/disbursements as emerging from Statement-1 of Finance 

I 

Accounts and other detailed statements. . . I . . . - . . - . 
Tablle 1.1: Summary olf receiipts alllllrll dlnslln1ursemellllts for tllle year 2007-08 

. ! . 
i 

No1I11-plallll Piallll 1fotail 

I!. Revenue Receipts 13277.0~ 110614.05 I. Reve11nune 11666.110 523.20 12li89.30 

I lExpemlitlllure 

Tax Revenue· 2558.18 4653.53 General Services 5560.54 63.04 5623:58 
I 

Non-Tax Revenue . 807.981 288Ll2 Social Servfoes 2553.36 293.95 2847.31 

Share of Union 1775.0:1 3079.40 Economic Services 3552.20 166.21 3718.41 
I 

Taxes/Duties I 
I. 

Grants from Govt of '2 8135.87 

Ii-Miscellaneous j 2456.30 H-CapiiaLOutlay 75.78 3641.25 3717.03 
Capitil Receipts I 

I 

III-Recoveries of - 1:89 . 43;89 III-Loans and, 38.27 38.27 
Loans and Advances I Advances Disbursed 

IV-Public Debt3 2848.30 403.76 IV-Repayment of 772.14 772.14 
Receipts I Public Debt 

V-Contingency Fund 0:0'1 0.14 V- Appropriation to 0.13 0.13 
I 

Contingency Fund. I 

! V. Contingency Fund 

VI-Public Account. 295.05:85 24785.47 VI-Public Account 28910.69 
Receipts 

' 
Disbursement 

Opening Balance 108.24 108.24 Closing Bafance I 13.77 
I 

1 The figures ~ary ·with those ctJpict~d in the Finance Accounts .due to misclassification of receipts from the 
power sector by the State Go~ernment during 2006-01, which is rectified i11 the Finance Accounts of the 

current year. I. . . . .. . . . 
2 The figures vary with those depicted in the Ffoance Accounts due .to misclassification of Rs 360 crore 

·received in 2.006-07 under grants-in-aid for State Plari Schemes as remittances· under Public Account,· 
which is rectified in Finance ~ccounts of the 'current year. .• · . . · · - · 

3 Public Debt receipts and repayments exclude Ways and Means Advances and Overdraft. 

I 
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Following are the significant changes during 2007-08 over the prev ious year: 

).- Revenue receipts increased by Rs. 2095.0 I crore over the previous year. 
The increase was contributed by tax revenue (Rs. 759.21 crorc), Grants
in-aid from Government of India (GOl) (Rs. 798.77 crore), State's share 
o f Union taxes and duties (Rs. 361.58 crore) and Non-tax revenue 
(Rs. 175.45 crore) during the current year. 

Revenue expenditure increased by Rs. 1575.25 crore and the capital 
expenditure increased by Rs. 1260.73 crore. 

Recoveries and disbursement of loans and advances decreased by Rs. 0. 15 
crore and Rs. 5.62 crore, respecti vely. 

Public debt receipts and repayments increased by Rs. 1304.49 crorc and 
Rs. 368.38 crore, respectively. 

Public Account rece ipts anCi disbursements increased by Rs. 3907.05 crore 
and R. . 4, 125.22 crore, respectively. 

~ The closing cash balance increased by Rs. 5.53 crore. 

1.1.2 The Fiscal Responsibility and Budget Management (FRBM) Act, 2006 

The State Government enacted the Jammu and Kashmir Fiscal Responsibility and 
Budget Management (FRBM) Act on 9 August 2006 to ensure prudence in fiscal 
management and fiscal stability by progressive strengthening of revenue surplus, 
reduction in fiscal deficit, prudent debt management cons i.;tent with fi scal 
sustainabi lity, greater transparency in fi scal operations of ~he Government and 
conduct of fi sca l policy in a medium term framework and fo.r matters connected 
therewith or inc idental thereto. The Rules under the Act were notified by the 
Government in January 2008. However, impact of the Act could not be 
ascertained in audit, as the format of the Fiscal Policy Statements was not 
submitted to the State Legislature for approval , as requ ired. The State 
Government attributed (September 2008) non-submission thereof to the 
Legislature to technical problems. 

As the FRBM Act could not be put into force, the State Government had forgone 
the interest relief amounting to Rs. 176.73 crore as on 31 st March 2008 under 
DCRF4 which would have been available after reschedulement of GOI loans at 
the reduced rate of interest for next 20 years with effect from 1st Apri l 2005. The 
State had also foregone the waiver of debt due to GOI, which is linked to its fiscal 
performance during 2005-06 to 2007-08. 

4 In pursuance of the recommendations of the TFC for fiscal consolidation and e limination of revenue deficit 
of the State, Government of India formulated a scheme "The States' Debt Consolidation and Relief Facility 
(OCRF)" under which, general debt relief is provided by consolidati ng and rescheduling at substantially 
reduced rate of inte rest, the Central loans granted to States on enacting the FRBM Act and debt waiver is 
granted based on fiscal performance, li nked to the reduction of revenue deficit of State 
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The fiscal position of th~ State Government during the current year as compared 
to the previous year is given in Table-1.2. . 

Tablel.2 · 

I. 

9781 9 On Revenue Account 11666 

1787 . JO Of which interest payments 2436 

110 11 
. I 

On Capital Account 76 

12 On Loans disbursed 

(+) 568 18 Revenue Surplus (+)/Defitit(-) (1-(9+14)) 

(-) 1930 19 .. FiSC!fl Surplus (+)/Deficit(-) ((1+5)-17) 

(-) 143 20 Prim~ry S~rplus (+)/Deficit(-) (19-10) (-) 229 
' . . 

During t~e current ~ear, revenue. receipts increased by 19 per cent 
(Rs. 2095 crore), while i revenue· expenditure increased by only 15 per cent 

•(Rs. 1575 crore) over thy previous year, resulting in an increase of Rs .. 520 crore 
in revenue surplus du:r~ng 2007-08 from the level of Rs. 568 crore during 
2006-07. Given the increase in the revenue surplus by Rs. 520 crore, net increase 
of Rs.1255 crote in the ;c·apital expenditure/loans and advances. disbursed during 
2007-08 over the previous year, there was an increase of Rs. 735 crore in fiscal 
deficit in the current ~ear. The increase in fiscal deficit accompanied by an 

· increase of Rs. 649 cror~ in interest payments during 2007.,.08 over the previous 
year led to 'an increase of Rs. 86 crore in primary deficit in 2007-08 from the level 
o{~s. 143 crore d.uring 2006~07. ··· · · ·· 
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1.3 Methodolo ado ted for. the assessment of Fiscal osition 

The trends in the major fiscal aggregates of receipts and expenditure as emerging 
from the Statements of Finance Accounts were analysed wherever necessary over 
the period 2002-03 to 2007-08 and observations have been made on their 
behaviour as per Appendix 1.2 to 1.4 and time series data (Appendix 1.5). In its 
Restructuring Plan of State Finances, the Twelfth Finance Commission (TFC) 
recommended the norms/ceiling for some fiscal aggregates and also made 
normative projections for others. In addition, TFC also recommended that al I 
States enact the FiscaJ Responsibility Act and draw their fiscal correction path 
accordingly for the fi ve year period (2005-10) so that fi cal position of the State 
could be improved as committed in their respective FRBM Acts/Rules covering 
medium to long ru n period. The norms/ceilings prescribed by the TFC as well as 
its projections for fiscal aggregates alongwith the commitments/projections made 
by the State Governments in their budget statements laid in the legislature were 
used to make qualitative assessment of the trends and pattern of major fiscal 
aggregates during the current year. Assuming that Gross State Domestic Product 
(GSDP) is a good indicator of the performance of the State's economy, major 
fiscal aggregates like tax and non-tax revenue, revenue and capital expenditure, 
internal debt and revenue and fiscal deficits have been presented as percentage to 
the GSDP at current market prices. The buoyancy coefficients for tax revenues, 
non-tax revenues, revenue expenditure etc, with reference to the base represented 
by GSDP have also been worked out to assess as to whether the mobilisation of 
resources, pattern of expenditure etc, are keeping pace with the change in the 
base or these fiscal aggregates have also been affected by factors other than 
GSDP. The trends in the growth of GSDP as provided by Department of 
Economics and Statistics, Government of J arnmu and Kashmir are gt ven m 
Table-1.3. 

Table 1.3: Trends in Growth and Composition of GSDP 
-

2002-03 2003-04 2004-05 2005-06 2006-07 (Q ) 2007-08 (A) 

GSDP (Rs. in crore) 20326 22194 24265 26537 29030 31793 

Rate of Growlh of 12.68 9.19 9.33 9.36 9.39 · 9.52 
GSDP (in per cent) 

(Source: Directorate of Economics and Statistics, J&K). Q= Quick Estimates; A=Advance Estimates. 

The key fiscal aggregates for the purpose have been grouped under four major 
heads: (i) Resources by Volume and Sources, (ii) Application of Resources, 
(iii) Assets and Liabilities, and (iv) Management of Deficits. The overall financial 
performance of the State Government as a corporate body has been presented by 
application of a set of ratios commonly adopted for the relational interpretation of 
fiscal aggregates. The definitions of some of the selected terms used in assessing 
the trends and pattern of fiscal aggregates are given in Appendi.x-1.1 Part-C. 

Resources of the State Government consist of revenue and capital receipts. 
Revenue receipts compri~e tax revenues, non-tax revenues, State's share of Union 
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taxes and duties .. and grants-hr-aid ·from the GOl Capital receipts. comprise 
misc~Han~otis capitalr.eceipts Jike proceeds from disinvestments, recoveries of 
loans and' advances; debts rnis~d from internal sources viz., -market Joans, < . 
borrowings· from. fin~hciali · institutioris/cqmmerci41· · bariks, . etc:· and · liqans ~nd ·: ; · ... 
advances <;>btained fro~ GOlas·well as accruals from Public Accourit.Table:l.4 ·· · 
shows that total· receip~s of the State Government for the~ year 2007~08 were 
Rs45,633 · crore; Of ~hese, revenue ,receipt~ were Rs. 13,277 crore only, 
constituting 29 per cen~ of the total receipts: The balance 71 per cent carrie from 
borrowings and pubHc ~ccount receipts. 

. . . . ' .. i . ; . ' . ' . . 
'll'alblle :n..41: 'l!'ll"ennirlls i.nn Gll"owtlhi annirll ComJlllosi.ti.omi of Agglt"egatelR.ecenJlllts 

. . . I .. . .·. ·. . .. · 

Reserve Fund 136 167 151. 495 411 183 

Deposits and Advances 
I. 

1169 1938 .· · 1323 . i853 . I 820 1091 
I 

Suspense and Misceifaneous . 143 339 308 331 315 198 ' 

Remittances 14773 170i l 16872 18973 22559 26268 

I 

Within the aggregate i receipts, · the composition of revenue receipts· during 
2002~03 to 2007-08 ratjged between 28 and 30 per cent and the composition of 

. capitaL.r<;!ceipts, between 4 and 7 per cent. However, the composition of public 
..... accm.intfeceipts during the same periqd raq.ged betw~en 64 and 67 pe,r ceni. 
. . .· .·. . . ' ' J -~' · .. ·. ·· .. ' . . ·.· .. 
t:,w~;;;;·~'ll'-o'-,;~')t~11Jrf'~""m~_.i"®\\\!,;t;"':~':~:~&~A~~~~ tt~:i~if~~Y&J.llU~~-~P.JlS~~fil.~i&~~~~WB1~1.~~~il.~~~~1~=-~~- ~~:· .. ,~ "'~~;;~j~~- ~··~~~'~it~. ·<•i' .·. , ... : : . . .. ·.· .. ' . '. 
Statement No. l_l oftne Finance Accounts details the revenue receipts of the 
Government. The reveime receipts consist of .. the State:s· own tax·· and non-tax 
revenues~ C::entral tax tfansfers_and. grants-in~aid froni GOLJhe overall revenue J · 

receipts, its annual rat~ of growth; ratio. of these receipts to the GSDP and its 
buoyancies are indicated in Table:..1.5. · . . 

'.. ' 1 .. 

Rounded figures 
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I 

I 

I 
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Table 1.5: Revenue Receipts-Basic indicators 
(Rupees in crore) 

Own taxes (per cent) 1033 1170 1351 1627 1799 2558 
(13.69) (14.25) (15.24) (15.77) (16.09) (19.27) 

Non-Tax Revenue (per cent) 865 633 641 536 633 808 
( L 1.46) (7.71 ) (7.23) (5.20) (5.66) (6.08) 

Central tax Transfers (per cent) 685 8 17 934 11 35 1413 1775 
(9.07) (9.95) (10.53) ( 11.00) (12.64) (13.37) 

Grants-in-aid (per cent) 4965 5592 5940 7017 7337 8136 
(65.78) (68.09) (67.00) (68.03) (65.61) (61.28) 

Rate of Growth of Revenue 16.32 8.80 7.96 16.34 8.41 18.74 
Receipts (per cent) 

Revenue Receipts/GSDP ratio 37.13 37.00 36.54 38.87 38.52 41.76 

Buoyancy of Revenue receipts 1.29 0.96 0.85 1.75 0.90 1.97 

Buoyancy of Own taxes 2.25 1.44 1.66 2.18 1.13 4.43 

Revenue Buoyancy with 0.57 0.66 0.51 0.80 0.80 0.44 
reference to State's own taxes 

General Trends 

The revenue receipts have shown a progressive increase over the period 2002-08 
with progressive increase in the share of own truces and Central true transfers and 
consistent decline in the share of non-tax revenue. The share of grants-in-aid from 
GOI remained dominant and varied within the rapge of 61 to 68 per cent of the 
total revenue receipts of the State during 2002-03 to 2007-08. During 2007-08, 
25.35 per cent of the revenue receipts have come from the State' s own resources 
comprising tax and non-tax revenue, while the Central tax transfers and grants-in
aid together contributed the remaining 74.65 per cent of the total revenue. 

8136 (61.28%)----i 

Chart 11 

Revenue receipts for 2007-08 
(Rupees in crore) 

808 (6.08%) 

1775 (13.37%) 

llOwn Taxes l!!INon-Tax Revenue DCentral Tax Transfers DGrants-in-aid 
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Tax Revenue 

The tax revenue has increased by 42.19 per cent from Rs. 1799 crore in 2006-07 
to Rs. 2558 crore during 2007-08. All the components of tax revenue showed an 
increasing trend during the year 2007-08. The revenue from sales tax not only 
contributed the major share of tax revenue (71 per cent), but also increased by 
56 per cent (Rs. 646 crore) over the previous year due to additional receipts under 
VAT and Sales tax Acts. Table-1.6 below shows the trend of tax revenue during 
2002-08. 

Table 1.6: Tax Revenue 
(Ru s in crore) 

2006-07 2007-08 

Taxes on Sales, lrade elc. 536 674 804 101 4 11 59 1805 

Slate Excise 223 205 272 219 213 244 

Taxes on Vehic les 34 38 42 49 64 73 

Stamps and Registration 26 34 39 46 57 66 

Land Revenue 3 3 11 4 3 9 

Other Taxes• 211 216 183 295 303 361 

1799 2558 

*Other Taxes includes taxes on goods and passengers and other taxes and duties on commodities and services 

Non-Tax Revenue 

The non-tax revenue has increased by Rs. 175 crore (27 .65 per cent) during the 
current year from the level of Rs. 633 crore in 2006-07. The share of non-tax 
revenue in the total receipts however decreased from 11.46 per cent (Rs. 865 
crore) in 2002-03 to 6.08 per cent (Rs. 808 crore) in 2007-08. The increase in non 
tax revenue was mainly on account of increase of Rs. 122 crore in power receipts 
due to revision of power tariff rates in 2007-08. The power sector continued to be 
the major contributor of non-tax receipts of the Government and during the 
current year, its share was 74 per cent of the total non-tax receipts of the State. 
Other major contributors in non-tax revenue during the current year were interest 
receipts, dividends and profits (Rs. 65.33 crore), forestry and wild life (Rs. 32.20 
crore), public works (Rs. 16.44 crore), water supply and sanitation (Rs. 13.64 
crore), etc. 

The actual receipts under State's tax a!ld non-tax revenue vis-a-vis assessment 
made by TFC and the State Government in the budget estimates are given below: 

Table J.7: Comparative statement of revenue receipts 

s in crore) 

Actuals 

Tax Revenue 2142.49 2198.64 2558.18 

Non-Tax Revenue 361.05 9 13.05 807.98 

Total 2503.54 3 111.69 3366. 16 

The receipts from own tax revenue at Rs. 2,558 crore during 2007-08 exceeded 
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the normative projection of Rs. 2 142.49 crore made by the TFC and Rs. 2 198.64 
crore projected in the budget estimates for 2007-08 by 19.40 per cent and 16.35 
per cent respecti vely. The non-tax revenue at Rs. 807.98 crore exceeded the 
normative projection of Rs. 36 1.05 crore made by the TFC by 123.79 per ce111 but 
was less by I 1.51 per cent in compari son to Rs. 9 13.05 crore assessed in the 
budget estimates for 2007-08. 

Central Tax Trans/ ers 

The Central lax transfers increased by Rs. 362 crore over the previous year and 
constituted 13 per cent of the revenue receipts during the year 2007-08. The 
increase was mainly under corporation tax (Rs. 137.93 crore), customs duty 
(Rs. 67.82 crore), taxe on income other than corporation tax (Rs. 123.64 crore) 
and Union excise duty (Rs. 32.05 crore). 

Grants-in aid 

The details of grants-in-aid to the State by GOI are given in Table- 1.8. During the 
current year, the grants-in-a id increased by Rs. 799 crore over the level of 2006-
07. The increase was due to receipt of more grants (Rs. 848 crore) under State 
plan schemes, which increased from Rs . 3,782 crore in 2006-07 to Rs. 4630 crore 
in 2007-08, and receipr of more grants for special Central assistance for power 
reforms (Rs. I 170 crore)6 and special plan assistance for earthquake affected 
areas (Rs. 146.58 crore). The non-plan grants, which inter alia include Grants 
under the Proviso to Article 275 (I) of the Constitution of India and for meeting 
expenditure on Central Road Fund, Calamity Relief Fund, Modernisation of 
Police Force, etc., increased marginally by Rs. 24 crore. 

Table 1.8: Grants-in-aid from GOI 
(R uoecs in crore 

.. 
2002-03 2003-04 2004-0S 2005-06 2006-07 2007-08 

Grants for State Plan 2 100 270 1 3191 3045 3782 4630 
Schemes 

Non Plan grants 2699 2659 2448 3484 30 16 3040 

Grants for Central, 167 23 1 300 488 539 466 
Centrally Sponsored 
Plan Schemes and 
Special Plan Schemes 

Total 4966 5591 5939 7017 7337 8136 
Percentage of increase 6.89 12.59 6.22 18.15 4.56 10.89 
over previous year 

Revenue Arrears 

The arrears of tax revenue at the end of March 2008 were Rs. I 0 I I crore, which 
constituted 40 per cent of tax revenue of the State. Of these, Rs. 687 .9 I crore 

6 The special Central assistance for power sector reforms amounting to Rs 1530 crorc was 
approved by the Government of India during 2006-07, of which, Rs 360 crore was included in 
grants-in-aid during that year itself, while the remaining Rs 1170 crore is included in the grants
in-aid of the current year. 
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( 68 per cent) were more than five years old. A· disaggregated analysis ~f revenue 
arrears revealed that 95 ! per cent of pending arrears were related to sales tax 
(Rs. 960.39 crore) foHo~ed by taxes on goods and passengers (5 per· cent). 
Further, all the pending arrears relating fo State excise (Rs. 3.54 crore), 
69 per cent.of sales fax !arrears (Rs. 659.60 crore) and 52 per cent of arrears 
relating to:taxes on goods and passengers (Rs.24.55 crore) were reported to be 
more than five year~old.! Out of the total sales tax mTears of Rs. 960.39 crore, 
recovery of Rs. 25.12 crpre was stayed by courts/appellate authority. Similarly, 
out.of the total State exc:ise arrears of Rs. 3.54 crore, recovery of Rs. 0.13 .crore 
was stayed by comts/appellate. authority and Rs. 3.41 crore were proposed to· be 
recovered a.s arrears of fand revenue. As the pending revenue ·arrears constitute 
about 40 per cent of .therevenue receipts of the State during 2007-08, special 
drive needs to be initiated by the State Government for theii recovery, which 
would provide a cushion ~6 reduce the. burden of fiscal liabilities.ofthe State; . 

. . I . 
' . . . ' ·: ··: ·._ -r!t ~~''Wl1'~··. ~T . . 

~~{~Jf~!~Ki~:fQ~mI>~lla!_l!Il~1.i~l!ililB:rtim~iwlll~1!~~7i?&ili!!i~~~ 
' .· 'i ' ··.· . . ··.· . 

Statement No. 12 of the Finance. Accounts depicts the detailed revenue 
- - - J - . ·-· ,. 

expenditure by minor heads and capital expenditure by major heads. States raise 
resources fo perform their sove.reign. functions, maintain their existing nature of 
delivery of· social and economic services, arid extend the network of these 

. . I ·. . . . .. 
services. through capital· ~xpenditure and investments and to discharge their debt . 
service obligations. '!;he: .total expenditure of the State, its trend and annual 
growth, ratio of expenditure to the GSDP and revenue receipts and its buoyancy 
with regard to GSDPand'reveime receipts are indicated in Table-1.9. 

Table I 1.9:. Total Expenditure.Basic Parameters 

I . 

Revenue Expen.diture - ·[ 7180 7754 8304 12189 
Capital Expenditure 1421 1881 2180 3717 
Loans and advances I 340 68 . 66 53 44 38 
Rate of Growth of TE (per cent) 10A5 8.52 8:73 23:11 0.92 21.58 
TE/GSDP Ratio (per cent) 43.99 43.72 43.48 48.97 45.17 50.15 
Revenue Receipts!TE ratio (per cent) 84.42 84.63 84.04 · 79.38 85.27 83;27 

fLQJra~~~i~j1("['1:~}~*~·~iQ!l~.tn~~~ith1~~1Wt~itt~~~1~m~~~~•iil~rJ.~~~~~J?~tt~1~~~~~~t~~J!~~g~~~!ftt~?{t 
· GSDP (ratio) 0.82 0.93 0.94 · 2.48. 0.10. 2.27 
Revenue Receipts (ratio) 0.64 0.97 J.10 1.42 .. 0. i I 1.15 

~)jlfQY~QgfW£~~x~nil~}Jt.~:~~Rfl.llWf~lWiiiJ!.h~~lit~~~j~~~f¥£~i~t-ii~!~f~~!~1t~~~~~~~~~;tr~E~~~~§~~~f.lN~~ 
GSDP (ratio) 0.41 0.87 .. 0.76 2.08 - 0.74 1.56 
Revenue Receipts (ratio) 0.32 0.91 0.89 1.19 0.83 0.79 

~!JJlQYlP·~yf~fitr~PlJ.~l~~~~~;~,~Dfil(Ji~~Wtt.li~,~~1~~~~~~~t~~~~ii~l~W~~t~~if~:a1~~~~f§~~i~~~~~t~~~1~f~~~R~lfJ&'.~{;: 
GSDP (ratio) ! · 1.26 -3.52 1.70 4.12 (-) 1.99 5.39 
Revenue Receipts (ratio) .0.98 3.68 2.00 2.36 (-) 2.22 2.74 

*Total Expenditure includes Revenue Expenditure;Capital Exp.enditure and Loans & Advances 
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) 

- The total expenditilre of the State has increased from Rs. 8,941 crore in 2002-:03 
to Rs.· 15,944 crore. in 2007-08 with annual oscillations ranging between 
0.92percent anci 23.17. per cent. In relative terms, capital and revenue 
expenditure comp"onents have increased by . 162 per . cent and -70 per cent, 
respectively during the period 2002-08. However, in absolute terms increases 
were of the order of Rs. 2,296 crore iri capital expenditure and Rs. 5,009 crore in 
revenue account . during the period under report. These : trends indicate that 
increase in capital ahd revenue expenditure wa,s in the ratio of 1 :2 during the last 
six yearperiod. Iricrease ()f Rs. 2,830 crore in total.expenditure (21.58 per cent) 
during. 2007-08 over the previous year has been due to increase of Rs .. 157 5 crore 
in revenue expenditure and Rs. l,261 crore under capital head, accompanied by a 
marginal decrease of Rs. 6 crore in disburseII1ent of loans arid advances. Increase 
in revenue expenditure was mainly on account of increase in the expenditure on 
interest payments (Rs. 649 crore), modernization of the police force including 
expenditure on its direction and administration (Rs. 127 crore) and pension ·and 
other retirement benefits (Rs. 172 crore) under General Seivices. Steep increase 
fo capital expencliture was mainly due to increase under the major heads transport 
(Rs. 515 crore), urban development (Rs. 277 crore) offset by decrease in housing 
(Rs. 118.36. crore), energy (Rs. 178 · crore); special areas programmes 
(Rs. 138 crore) and irrigation and flood control (Rs. 60 crore). During the current 
year, 83 per cent of the total expenditure was met from_ revenue receipts and the 
remaining 17 per cent from capital receipts and borrowed funds .. 

Out of the. total expenditure of Rs .. 15,944 crore duriJ?.g 2007-:Q8, Rs.4,202 crore · 
. . . . . .· . } I . . 

was incurred under plan component and Rs. 11,742 crore under non-plan 
component. The expenditure under plan component itjcreased by Rs.1;627 crore 
(63 per cent) from Rs. ·2,575 crore in 2002-03 to Rs. 4,202 cror.e in. 2007-08. 
WhHe in \the non-plan component, there was ari increa_:Se by Rs.5,376 crore 
(84 per cent) from Rs. 6,366 crore· to Rs. 11,742 crore during the same period. 
The expenditure under plan component increased by Rs. 979 crore (30 per cent). 
from Rs. 3223 crore in 2006-07 .fo Rs. 4202 crcire in 2007-08,. while under 
non-plan cornpqnent there was an in:cre~se of.Rs. 1851 crore (19 per cent) from 
Rs. 9891 crore in 2006-07 to 11742 crore in 2007-08, . 

. . . 

Jn terms of the. activities, total expenditUre could. be considered as being 
· composed of expenditure . on: General Services, Interest Payments, Social and 

EconomicServices, ancl Loans and Advances. Relative share, of these components 
in total expenditure is indicated in Table~ 1.10. · 
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Table 1.1~: Components of Expenditure-JRelative Share 
(in percent) 

~:; ,.,.~$;11;(~W!l&'.'F":Ztlf'.£,J,,,,, l:~;~99J{Q~i' ~t~!l9~1'!~:~ fJ:'~qJ!~~Q§~;: ii&~M~i9~~ [~~~,QQ'~~QZ:;'.i ~}~?;:~9iit~Q&} 
General Services 35.91 35.46 31.71 28.78 35.92 36.00 

Of which, Interest 12.25 · 12.84 /0.45 8.58 13.63 15.28 
Payments 

Social Services 23.40 23.86 24.13 25.49 28.29 24.89 
Economic Services 36.89 39.98 43.53. 45.32 35.45 38.87 
Loans and Advances 3.80 0.70 0.63 . 0.41 034 0.24 

The movement of rela~ive share of these components of expenditure exhibited 
relative stability . with inter-year variations. Expenditure on General Services 
including interest payments together accounted for 36 per cent during 2007-08. 
On the other hand, experiditure on Social and Economic Services during the same 
period together accounted for 63.76 per cent. 

Revenue expenditure had a predominant share in the total expenditure; Revenue 
expenditure is incurred t() maintain the current level of services and payment for 
the past obligations and: as such does not result in any addition to the State's 
infrastructure and service network. The overall revenue expenditure, its rate of 
growth, ratio of revenue expenditure to GSDP and revenue receipts arid its 
buoyan·cy ~re indicated in Table-1.11. 

I 

Tablel•ll: Revenue Expenditure-Basic Parameters 

Non-Plan Revenue 6284 6807 7239 8725 9781 11666 
Expenditure (NPRE) 

Plan Revenue 896 947 1065 1196 833 523 
Expenditure (PRE) 

Rate of Growth of 

NPRE (per cent) 4.56 8.32 6.35 20.53 12.10 19.27 

PRE (per cent) 10.21 5.69 12.46 12.30 (-)30.35 (-)37.21 

NPRE/GSDP (per cent)_ 30.92· . 30.67 29.83 32.88 33.69 36.69 

NPRE as per cent of TE 70.28 70.15 68.62 67.15 74.58 73.17 

NPRE as per cent of RR •: B3:25 82.89 81.65 84.59 87.47 89.00 

NPRE as per cent of RE 

GSDP (ratio) 0.41 0.87 0.76 2.08 0.74 1.56 

Revenue Receipts (ratio) 0.32 0.91 0.89 1.19 0.83. 0:79 

Overall revenue expenditure of the State increased from Rs. 7, 180 crore in 
2002-03 to Rs. 12,189 crore in 2007"-08, showing an increase of 70 per cent over 
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the period. The non-plan revenue expenditure during the ame period increased 
from R . 6,284 crore to Rs. 11.666 crore, howing an increa e of 86 per ce111. The 
share of NPRE in total revenue expenditure increased from 88 per cent in 
2002-03 to 96 per cent in 2007-08. The non-plan revenue expenditure which 
increased by Rs. 1,885 crore ( 19 per cent) in 2007-08 over the previou year was 
on account of increase in the expenditure by Rs. 140.1 9 crore (6 per cent) under 
Social Services Sector, Rs. 9 10.3 1 crore (19.58 per cent) in the General Services 
Sector and R . 834.60 crore (31 per cent) in the Economic Serv ices Sector. Under 
Social Services, the increase in the expenditure was mainly on education, sports, 
art and culture (Rs. 11 4 crore), health and family welfare (R . 139 crore) and 
water supply and anitation (R . 163 crore). The expenditure was, however, offset 
by Rs. 280 crore decrease in expenditure on social wel fare and nutrition. Under 
General Service , the increase in the expenditure was mainly on interest payments 
(R . 649 crore), modemi ation of the police force including expendi ture on 
direction and administration (Rs. 127 crore) and pension and other retirement 
benefits (Rs. 172 crore). ln Economic Services, the increase wa observed in 
agriculture and al lied activities (R . 181 crore), special area programmes 
(Rs. 63 crore), purchase of power (Rs. 450 crore), etc. The non-plan revenue 
expenditure of Rs. 11 ,666 crore during 2007-08 is significantly higher than the 
normatively a sessed level of Rs. 6,5 14 crore by the TFC for the State for the year 
2007-08 as well as the budget e ti mates (Rs. I 0, I 09 crore) of the State 
Government for 2007 08 (Table-1.12). 

Table 1.12: Non-Plan Revenue Expenditure: Actual vis-a-vi Normative Assessment by TFC 
(R . ) upccs 1n crorc 

I 

Assessed by the 
Particulars 

TFC 
Budget estimates Actual 

-

Interest Payment~ 1646.06 1251.25 2436.10 

Pension 839.21 982.00 1192.96 

Other General Services 11 4 1.93 2262.83 1931.48 

Social Services 2034. 17 2384.29 2553.36 

Economic Services 720.05 3228.97 3552.20 

Commiued liabilitie~ 132.64 - -

Total Non-plan Revenue Expenditure 65 14.06 10 109.34 11666. 10 

The actual expenditure incurred on all fi ve components of non-plan revenue 
expenditure was more than the as es ment made by the TFC. In case of interest 
and pen ion payments, the expenditure exceeded the as essments made in the 
budget estimates 2007-08. 

Plan revenue expenditure consistently increased from Rs. 896 crore in 2002-03 to 
Rs. l , 196 crore in 2005-06 and decl ined steeply by 30.35 per cent (R . 363 crore) 
during 2006-07 and by 37.21 per cent (Rs. 310 crore) during 2007-08. Decrease 
of Rs. 310 crore during 2007-08 over the previou year was mainly on account of 
decline of R . 92.92 crore in the expenditure on health and. family welfare, 
Rs. 11 6.81 crore on agriculture and allied acti vities, Rs. 39.79 crore on industrie 
and minerals. Rs. 36.90 crore on water upply and anitation and Rs. 24.45 crore 
on rural development. 

12 
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Expenditure on Salari~s and· wages: The expenditure on ·salaries and ~ages 
increased from Rs. 3,260 crore ·in 2002-03 fo ·Rs. 4,426 crnre in 2007-08 as 
indicated in Table-1.13. 

, I 

Tab.le 1.13: Expenditure on Salaries and Wages 
: (Ru Jees in crore) 

t>~~v1~i1 ~i~~99~~~11~1 ~I~li®.r.9§1 :~~~~~,~~~~~ rtiw:~r~rt~i ~i~9Q~~:s'.i~~; . 
Expenditure on Salary 
and wages 

Of which 

Non-plan 

Plan 

As per cent of GSDP 

As per cent of Revenue 
Receipts 

• 3260 

Details 
not 

available 

16.04 

3174 

2487 

687 

14.30 

38.65 

3245 3724 3995 "44267 

2497 2838 3467 4170 
' 

748 886 528 ·256. 

13.37 14:03 13.76 13.92 

36:60 36.JO 33.34 

(Source: Departmental figures for 2002-03 and VLCdata of A&E office for the years 2003-04 to 2007-08) 

Salaries and wages acco,unted for. 3.3.34 per cent of the revenue receipts during 
2007-08. Keeping in view the norms of the TFC that the total salary bill relative 
to revenue expenditure het of interest payments and pen~ions is not to exceed 
35 per cent, the corresponding share .in the State is estimated to be 52 per cent 
requiring attention of the Government for keeping the salary expenditure within 
the prescribed norm of TFC. · 

Expenditure on pensii>n payments: · Pension payments grew at the rate of 
17 per cerit from Rs. 1,021 crore during 2006-07 to Rs. 1,193 crore during 
2007-08. The increase was mainly due to increased number of pensioners during 
2007-08 in comparison 1 to previous year. Year-wise break-up of expenditure 
incurr.ed on pension payments during_ the years 2002-03 to 2007-08 is indicated in 
Table-1.14 .. ·.·. 

Table 1.14: Expenditure on Pensions 
(Ru ees in crore) 

lsiJ[!~Q~tli~l ~~i1~ltJ!~i lf~~qi!f:'.9~ ~7gti~$1~~1 ~t~ll&~~9Ifi ~X~~t~Q~.~~ 
Expenditure on Pensions 593 677 731 .929 1021 I 193 

As per cent of GSDP 2.92 3.05 3.01 3.50 3.52 3.75 

Asper cent of Revenue Receipt~ 7.86 8.24 8.24 9.01 9.13 8.99 

The ratio of pension payments to the GSDP showed increasirig trend during 
2002 08. With the increase in number of retirees, the pension liabilities are likely 
to increase further in future. The Government has contemplated no measures to 
meet the growing expenditure. · 

I 

.Interest payments: Interest payments made and their ratio to revenue receipts 
and revenue expenditure during the period 2002-08 are detailed in Table-1.15. 

I 

Salary: Rs. 4400 crore; wages Rs. 26 crore 7 
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Table 1.15: Interest payments 

Total Revenue Interest Percentage of interest payments with 
Year Receipts payments reference to 

(Rupees in crore) Revenue Receipts Revenue Expenditure 

2002-03 7548 1095 14.51 15.25 

2003-04 8212 1246 15. 17 16.70 

2004-05 8866 11 03 12.44 13.28 

2005-06 103 15 111 5 10.81 11.24 

2006-07 11182 1787 15.98. 16.84 

2007-08 13277 2436 18.35 19.99 

The major source of borrowings is market loans at interest rates varying from 
5.60 per cent to 14 per cent. There was an overall increase of R . 649 crore 
(36 per cent) in the interest payments during 2007-08 over the previous year. The 
increase was due to excess expenditure of Rs. 68 1.70 crore incurred on payment 
of interest on internal debts due to previous adj ustment in the current year and 
payment of interest on special securities issued to National Small Savings Fund or 
the Central Government by the State Government (Rs. 29 crore). The expenditure 
was, however, offset by decrea e in the expenditure by Rs. 35 crore on payment 
of interest on loans and advances from Central Government (Rs. 11 crore) and on 
other obligations (Rs.24 crore). During 2007-08 interest payments accounted for 
18.35 per cent of revenue receipts and 19.99 per cent of revenue expenditure. 

1.6 E~nditure by Allocative priorities 
~~~~~~~~~~~~~~~...._; 

1.6.1 Quality of Expenditure 

The availability of better social and physical infrastructure in the State reflects its 
quality of expendi ture. Therefore, the ratio of capital expenditure to total 
expenditure as well as to GSDP and the proportion of revenue expenditure being 
spent on running the ex isting social and economic erv ices efficiently and 
effectively would determine the quality of expenditure. Higher the ratio of these 
components to total expenditure and GSDP, better is the quality of expenditure. 
Table-1.16 gives these ratios during 2002-08. 
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Of which 

. Social and Economic 
Services 

Salary and. wage*. 
component. 

Table 1.16: Indkators of Quality of Expenditure 

. : 4026. 

. ibetails 
not 

4381 

2081 
(47.50) 

5017 6239 

2J.36 2436 
(42.58) (39.04) 

5960 . 6565.71 . 

2728 3028.14 
(45:77) (46.12) 

Non-Salary and wage 2300 2881 3803 .3232. 3537.57 
available 1-----+-------t-----t-------1r----_, 

component (52.50) (57.42) (60.96) (54.23) . (53.88) 

;ti~~~!.~r~r1~t:m~f©l:~~~~a~1t~f~ .. 
Capital Expenditure 

Revenue Expenditure 

}~~1I*~~~t-~~{~n~~~·::· 
Capital ?xpendii:ure 6;99 8.48 8.98 11.38 ----- -8.46 11.69 

Revenue Expenditure · 35.32 34.94 34.22 37.39 36.56 .38.34 
(*Figures of wages are based on data from VLC) 

Except for the year 2006;-07, the ratio of capitai expenditure t_o total expenditure 
showed an increasing trend during 2002-08. The revenue expenditure continues to 
have a dominant share in total expenditure, which is 76.63 per cent in 2007-08. 
Within the revenue expenditure _incurred on Social and Econqmic Services, the 

. share of salary and wage component during 2007-08 comprised 46.12 per cent, 
while the rion-salary components comprised 53.88 per cent. 

I ·, . 

~~~~'.l~li~~]J1!1fi:l¥'[~§~iffirlt.i~~"t~~tlff&i~fi~~~il~!I~li~~~BlJ!~~-. 
. . I . . .· . . . 

Given . the fact that the ·human development indicators such . as access to basic 
education, health services and drinking water and sanitation facilities etc. have a 
strong·linkage .with eradication of poverty and economic progress, it would be 
prudent to make an assessment with regard · to the expansion and efficient 
provision of these servic.es in the State. Table-' 1.17 summarises the expenditure 
incurred by the State Government in expanding and strengthening the Social 
Servicesin the State during 2002-08, 

Comprises revenue and' capital expenditure only 
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Table 1.17: Expenditure on Social ervices 
CR uoce' in crore) 

2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 

Education, Sports, Art and C ulture 

Revenue Expenditure I 

Of which 854.86 860.55 939.22 1066.30 1153.91 1270.47 

(a) Salary and Wage• co111p(l11e11t 766.70 803.(J..I 902.28 974.82 1066.91 
Dewils 110/ 

(b) Non-Salary and Wage available 93.85 136.18 164.02 179.09 203.56 Compo11e111 

Capital Expenditure 48.01 79.05 93.06 ll7.43 142.81 155.29 

Total 902.87 939.60 1032.28 1183.73 1296.72 1425.76 

Health and Family Welfare 

Revenue Expenditure 
391.93 388.83 432.5 1 487.42 555.29 601.49 Of which 

(a) Salary curd Wage Co111po11e111 307. 17 319.55 368.71 419.75 458. C)(} 
Dewilr 1101 

(b) Non-Salary and Wage ai•ailable X/.66 112.96 118.69 135.5-1 142.59 
C(lmpone111 

Capital Expenditure 40.10 44.31 66.30 87.11 184.03 205.81 

Total 432.03 433.14 498.81 574.53 739.32 807.30 

Water Supply, Sanitation, Housing and Urban Development 

Revenue Expenditure 
326.31 335.71 359.62 431.46 488.24 614.36 

Of which 

(a) Salary and Wage Co111po11en1 163.67 173.76 205.82 219.28 300.27 
Details not 

(b) Non-Salary and Waf(e available 172.04 185.86 225.64 268.96 314.09 
Component 

Capital Expenditure 215.42 329.96 364.28 430.14 472.08 626A8 

Total 541.73 665.67 723.90 861.60 960.31 1240.84 

Other Social Services 

Revenue Expenditure 
188.02 242.49 264.58 670.76 683.68 360.99 

Of which 

(a) Salary and Wage Component 54.75 50.48 55.69 62.25 57.53 
Dewils 1101 

(b) Non-Salary and Wage available 187.74 214.10 615.07 621.43 303.46 
Compone111 

Capital Expenditure 27.37 33.10 26.83 21.40 30.20 134.28 

Total 215.39 275.59 291.41 692.16 713.89 495.27 

Total (Social Services) 

Revenue Expenditure 
1761.12 1827.58 1995.93 2655.94 2881.12 2847.31 

Of which 

(a) Salary and Wage Co111po11e111 1292.28 1346.83 1532.52 1676. 10 1883.61 
Details 1101 

(b) Non-Salary and Wage available 535.30 649. 10 1123.42 1205.02 963.70 Co111po11e111 

Capital Expenditure 330.90 486.42 550.47 656.08 829.12 11 2 1.86 

Grand Total 2092.02 2314.00 2546.40 3312.02 3710.24 3969.17 
(*Figures of wages are based on data from VLC) 
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The allocation. to Social Sector increased from Rs. 2092.02 crore in 2002-03 to . . ·. 

Rs. 3969.17 crore in 2007-08 indicating the commitment of the Government to· 
. improve social well being of .the people. Expenditure on Social Sector during the 

current year (Rs. 3969.1~ crore) accounted for 25 percent of total expenditure 
and 39 per cent of developmental expenditure9

. Expenditure on Education has 
increased by Rs. 129.04 crore over previous year. Simila:rly expenditure on water 

· supply and sanitation increased by Rs. 280.53 crore and expenditure on Health 
and Family Welfare has shown an increase of only Rs. 67.98 crore over previous 

. year. Recognizing the n~ed to improve the. quality of education and health · 
services, TFC recommended that the non-plan salary expenditure under education 
and health ·and family welfare should increase only by five to 5iX per cen( while 
non-salary expenditure m1der non-plan heads should increase by 30 per cent per 

. annum during the award period. However, trends in expendifore (both under plan 
and non~plan heads) reve~l that the salary and wage component under education . 
sector increased by 9.45 per cent over 2006-'07. while non-salary and wage 
component increased by 13.66 per cent. Similarly, under Health and Family · 
Welfare sector, the salary: and. wage component-increased by 9.33 per cent while 
non-salary and wage corhponent increased by 5.20 per. cent. The expenditure 
pattern both in education and health services has not been as per the norms of the 
TFC which needs correction in the ensuing years. 

· The expenditure on Economic Services ·. in.eludes all such expenditure that 
promotes directly or indirectly,. the productive capacity within the State's 
economy.·· The revenue ' expenditure on Economic Services increased .· from 
Rs. 2264.79 crore in 200l-03 to Rs. 3718.40 crore in 2007-08, while the capital 
expenditure on Econoniic Services increased from. Rs. 1034.17 crore to 
Rs. 2480,62 c·rore (Table-1.18) during.the period: 

·Development expenditure is defined as the total expenditure made ori so~ial and economic services. 
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Table 1.18: Expenditure on Economic ervices 
CR upccs 111 crorc 

2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 
Aericulture Allied Activities 

R evenue Expenditure 479.33 472.76 514.79 575.41 597.55 66 1.33 
Of which 

(a) Salary and Wage* Componelll Details no/ 318.74 348.50 387.92 443.77 492.6-1 

(b) Non-Salary and Wage Compo11e111 
available 

154.02 166.29 187.49 153.78 168.69 

Capital Expenditure 78.69 263.84 159.06 214.43 179.51 52.16 

Total 558.02 736.60 673.85 789.84 777.06 7 13.49 
Irri~ation and Flood Control 

Revenue Expenditure 151.70 159.14 227.37 194.87 211.39 235.54 
Of which 

(a) Salary and Wage Compo11e111 De1ail.f 1101 118.97 123.79 138.90 146.18 157.53 

(b) Non-Salary and Wage Compo11e111 
l/l'ailab/e 

40.17 103.58 55.97 65.2 1 78.01 

Capita l Expenditure 46.28 98.48 83.32 102.35 114.04 174.45 

Total 197.98 257.62 310.69 297.22 325.43 409.99 

Enersnr 

Revenue Expenditure 1182.96 1417.43 1796.83 1875.24 1675.42 2181.33 
Of which , 

(a) Salary and Wa.i:e Component Details 1101 103.34 109.94 122.74 196.78 22 1.5./ 

(b) Non-Salary and Wage Componelll 
available 

13 14.09 1686.89 1752.50 1478.64 1959.79 

Capital Expenditure 444.59 552.10 709.38 699.21 487.66 665.33 

Total 1627.55 1969.53 2506.21 2574.45 2163.08 2846.66 

Transoort 

Revenue Expenditure 32.56 36.05 39.15 36.21 50.47 50.25 
Ofll'hich 

(a) Salary and Wage Component Dewils 1101 0.25 1.35 1.24 4.04 0.81 

(b) Non-Salary and Wage Co111pone111 
available 

35.80 37.80 34.97 46.43 49.44 

Capital Expenditure 252.43 243.56 3 16.52 418.02 454.17 969.48 

Total 284.99 279.61 355.67 454.23 504.64 1019.73 

Other Economic Services 

Revenue Expenditure 418.24 467.50 443.25 901.57 544.57 589.95 
Of which 

(a) Salary and Wage Compone111 De1ails no/ 246.70 205.26 252.39 260.67 272.01 

(b) Non-Salary a11d Wage Compone111 
available 

220.80 237.99 649.18 283.90 317.94 

Capital Expenditure 212.18 167.71 302.38 871.59 334.38 619.20 

Total 630.42 635.21 745.63 1773.16 878.95 1209.15 

Total (Economic Services) - ~ 

Revenue Expenditure 2264.79 2552.88 3021.39 3583.30 3079.40 3718.40 
Of which 

(a) Salary and Wage Compone111 Details 1101 788.00 788.84 903. 19 1051.44 I 144.53 

(!;) ",111-Salary and Wage Compo11e11t 
available 

1764.88 2232.55 2680. I I 2027.96 2573.87 
~ 

Capital Expenditure 1034.17 1325.69 1570.66 2305.60 1569.76 2480.62 

Grand total 3298.96 3878.57 4592.05 5888.90 4649.16 6199.02 
(*Figures of wages are based on data from VLC) 
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The expenditure on Economic Services (Rs. 6199.02 crore) during 2007-08 
accounted for 38.97 per cent of the tota1 10 expenditure (Rs. 15,906 crore) and 
53 per cent of the reve9ue expenditure (Rs ..• 11,666 · crore). Expenditure on 
agriculture and allied activities, irrigation and flood control, energy and transport 
consumed more than 80 per cent of . .the total economic sector expenditure during 
2007-08. The trends in revenue arid capital expenditure on Economic Services 
during the period 2002-08, reveal that except for 2006-07, the capital expenditure 
has consistently increased from Rs .. 1,034.17 crore (31 per cent) in 2002-03 to 
Rs. 2480.62 · crore (40 per cent) in 2007-08 .. On the.· other hand, revenue 
expenditure with inter-year fluctuations increased from Rs. 2,264~79 crore (69 per 
cent) to Rs. 3718.40 crore (60 percent) in 2007-08. Increase of Rs. 910.86 crore . 
in capital expenditure during 2007-08 over the previous year was mainly under 
the heads of Special Areas Programme (Rs. 138.29 crore), General Ecoriorhic 
Services (Rs. 148.86 crore), Energy (Rs. 177.67 crore).and Trahsport(Rs. 515.31 
crore). Increase of Rs. 515.31 crore in capital expenditure on Transport during 
2007-08 over the level of 2006-07 was mainly due to increase of Rs. 510.32 crore . 
in capital expenditure on roads and bridges and Rs. 4.99 crore on capital 
expenditure on road transport. Within the Capital expenditure on roads and 
bridges, the increase was

1 

inainly on account of increase of Rs. 390.33 crorein 
sub-head lOlc.bridges under state Highways and Rs. 95.40 crore in sub-head 
800 other expenditure. However, the increase of Rs. 639 crore in revenue. 
expenditure during 2007~08 over the previous year was mainly due to increase of 
Rs. 450 crore on account of purchase of power. 

. ! .. . . 
. ' . 1 ' . . . - -

Of the revenue expenditure, the expenditure on salary and wages has moderately 
· increased. from Rs. 788 crore (31 per cent) in 2003-04 to Rs~ 1,144.53 crore 

(31 per cent) in 2007-08 while. its. non-salary component has increased from . 
Rs. 1,764.88 crore (69 p~r cent) to Rs. 2573.87 crore (69 per cent) indicating 
allocative priorities towards their better quality .. · · · · 

The quantum of assistan~e provided by way of grants and loans to the following. · 
departments for disburse~ent to various local bodies and other institutions under 
therri during the six-year period 2002-08 is presented in Table-1.19. 

10 Excluding loans and advances 
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Talbile 1.19: Financiail Assistance to Local Bodies and 0th.er Institutions· 
(Rupees in crore) 

~~~:~vI~~!P~~""~' :~~gl.~m~il~li~1~~~a l~*~~Q~~Qi~ ~9,~~\~1~ ~:~~,. ·,~;~ r~~:92~~9~~ ~~9R~t9z·;: ;·1~;~ijQ~~~~)~ 
Education and sports· 76.77 43.11 79.34 78.24 88.01 116.45 . ' , 

Housing and Urban Development 65.96 7(66 78.60 1i8.30 135.49 146.05 

Agriculture 40.66 36.74 47.81 51.04 72.90 60.72 

Art and culture 3.50 3.31 14~71 •5;44 7.32 7.93 

Generai AdministratiOn 2.75 3.29 2.69 ·3.50. .2.95 4.66 

Industries 3.00 2.43 4.00 4.00 5.25 . 7.05 

Tourism.· 3.87 2.41. 5.34 3.43 5.06 5.24 

Administration of Justice i ,65 2.26 0.92 1.60 1.91 1.63 . ' 

Family welfare and Medical Health 1.14 0.64 0.70 0.82 !OA8 0.44 
.. ' 

Others 0.04 1.18 0.76 7.35 11.83 9.86 

r~~t~"'t.:?i!J'{~·,1~g1:~i:~~~::t:;t",~'R1r;i~~~~~~\)~ :1~%~~1;~?.i£1~ ~\~~~~kz~j[; {J~it.~~ls~7!i x'.:~~2~i~lt ~i~~~~;§.~& ~l~%~~9.~S..6It 
Assistance as a percentage of 
Revenue expenditure 

.2.78 2.14 2.84 2.76 3.12 2.96 

The total assistance of Rs. 360.86 cro're in 2007-08 increased by 81 per cent over 
the level of 2002-03, and by 9 per cent as compared to the previous year mainly 
as a result of jncrea~ed ·assistance for Education and Housing and Urban 
Development. Around 90 per cent of the financial assistance during 2007-08 was. 
given by the State ·Government for Agriculture, Education; Housing. and Urban 
Development Firtaneial assistance provided · during 'the year included 
Rs. 146.05 crore paid to Municipal Committees/Local Bodies under Hou'sing and 
Urban Development,.· Rs. 48.72 crore to two Agriculture Universities under 
Agriculture Research and Rs. 95.19 crore to Government aided Educational 
Institutions/Universities· etc. 

·Financial· Rules provide that for the· grants provided for specific putj:Joses, 
Utilisation Certificates (UCs) should be obtained by the departmental officers 
from the grantees and ··after verification, these should ~e forwarded to· the 
Accountant· General within 18 months from the ·date of their sanction uriJess 
specified otherwise. 

. . ' . . . 

In respect of grants paid up to 2006-07, J0,144 UCs for an 'aggregate amount of 
Rs. 1,862.82 crore were awaited as on 30 September 2008. Department-wise 

1break-up of UCs not received -in respect of grants paid up to 2006-07 is given in 
Appendix-1.6. Ill the absence of UCs, it was not clear as to tiow the departmental 
officers satisfied themselves whether and to what extent the recipients utilised the 
grants for the purpose for which these were provided. 

20 



.· , 1 . . ·Chapter~iFinances of the State Government 
@4 i9?f4•.iihM-@fi·jpi!i!-.K61•,..... 5fiP@3'i'i'§!M£iff?IH§Q.,5J@-@,:,if!!'f5'!!W!!!HI 'i!Qii!i!i@Af .. W#QMM!HIS #df $•'- ffi"'Wfl'Pl@""'.ihlf!ir1V'ift•f! AfsJ§!j £@+ M!ii4'5l-> 'FlU •f.&i§ 4"rl¥ff di l 

In order to identify the Institutions which attract audit under Sections 14 and 15 of 
the Comptroller and Auditor· General's (Duties, Powers and Conditions of 
Service) Act, 1971; Government/Heads of Departments are required to furnish to 
Audit every year, detailed information about- the financial assistance given to 
various Institutions, the purpose for which such assistance was sanctioned and the 
total expenditure of the: Institutions. The particulars of 34 bodies/authorities 
whose 218. annual accounts for 2007-08 and earlier years were awaited are 
indicated in Appendix- I. 7. 

Four Autonomqus Bodies mentioned below covered under Se~tion 19 (3) and 
20(1) ofthe CAG's DPC Act had also not furnished the accounts for the period 

·shown against each of th~m. 
. i 

. Table 1.20 

2. Sher-e-Kashmir · Urtiversity of 2006-07 to 2007-08 2 
Agricultural Sciences and Technology, 
Kashmir 

3. .Sher-e-Kashmir University of 2005-06 to 2007-08 3 
Agricultural Sciences ~nd Technology, 

· Jammu 

4. Employees Provident Fund 1996-97 to 2007-08 12 

In Govemme'ntaccountirig system, comprehensive accounting of fixed assets like 
land and buildings owned by the Government is not done. However, Government 
accounts do capture the· financial liabilities of the Government and the assets· 
created out of the expenditure incurred. Appendix 1.4 gives an abstract of such· 
liabilities and the assets as on 31 March 2008, compared with the correspcmding 
position on 31 March 2007. While the liabilities in this Appendix consist mainly 
of internal borrowings, Ioa:ns and advances from the GOI, receipts froin the Public· 
Account and Reserve Flinds, the assets comprise mainly the capital. outlay 'and 
loans and advances given by the State: Government , and cash balances. 
Appendix 1.4 shows that ·the liabilities and assets grew by 13 per cent and 
17 per cent respectively. The Ii.abilities of the State Government depicted In the 
Finance Accounts, howev~r, do not include th~ pension and other retirement 
benefits payable to retired State employees, guarantees/letters of comforts issued 
by the State Government · · · 
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1.7.1 Financial Results of Irrigation Works 

The total capital outlay on ix 1rngation project 11 as on 2007-0 wa · 
Rs. l 71.62 crore. FinanciaJ results of these projects for the year 2007-08 showed 
that ag~in t revenue reaJi ation of Rs. 32.27 lakh (forming only 0. 19 per cent of 
the total capital outlay), working expenses aggregated Rs. 69.96 lakh re ulting in 
loss of Rs. 37.69 lakh. After taking into account further expenditure of 
Rs. 40.53 lakh paid as interest on the capital outlay, the total lo s aggregated 
Rs. 78.22 lakh. 

1.7.2 Incomplete Projects 

The department wise information pertaining to incomplete projects as on 
3 1March2008 i given in Table- 1.2 1. 

Table 1.21: Department-\vi e Profile of Incomplete Projects 
(R upees in crore 

Number of Initial Revisedn total cost Cumulative aclual 
Department Incomplete Budgeted 

or Projecls 
expenditure as on 

Projecls cost 31 March 2008 

lrrigalion and Flood Control 6 41.95 109.76 50.63 

Public Health Engineering 12 27.12 29.18 24.47 

Sewerage and Drainage 2 304.85 446.67 42.75 

Public Works 34 78.03 148.9 1 65.22 

Power Development 34 274.77 377.56 18 1.94 

Total 88 726.72 tll2.08 365.01 

According to the information available in Appendix-IV of the Finance Account 
for the year 2007-08, there were 88 incomplete projects as of March 2008 in 
which Rs. 365.01 crore was blocked. Out of 88 projects, the initial budgeted cost 
of 52 projects was revised from Rs. 584.52 crore to R . 969.89 crore thus 
involving a cost overrun of Rs 385.37 crore. However, an expenditure of 
R . 264.74 crore was incurred (March 2008) on these project o far. Further, in 
55 projects there wa time overrun of I to 1 I years and 33 project due for 
completion during 2007-08 were also not completed (March 2008). This , howed 
that the Government spread its resources thinly without prioritization, which 
fai led to yield adequate return . 

1.7.3 DeJ>artmental Commercial Undertakings 

Activities of qua i-commercial nature are performed by the Departmental 
Undertakings/Government Departments, which are required to prepare annually 
proforma accounts in prescribed formats howing the re ults of financial 
operations so that Government can as e their functioning. The Heads of 
Departments in Government are to ensure that the Undertakings, which are 

II 

12 

Kathua Feeder, Pratap Canal, Ranbir Canal, Martand Canal, Zaingir Canal and Ahizi 
Canal. 
Out of 88 incomplete projects the original cost of Rs. 584.52 crore in respect of 52 projects was 
revised to Rs. 969.89 crore. For remain ing 36 projecL~ budgeted cost is indicated. 
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. . 

funded by the budgetary release~, prepare the accounts in time and submit the 
same to Accountant General for audit. . As of March 2008, preparation of 

: . ' I 

169 proforma accounts in respect of nine departmentally managed 
Government/Quasi comq-iercial undertakings (Appendix .I.8) was. in arrears for 
periods ranging between ·one to 39 years. 

As on 31 March 2008, th,e State Government had invested Rs. 356.97 crore in its 
Statutory Corporations; !Government Companies; Joint Stock Companies and 

. Co operative Societies (Table-1.22). Return on the investment made in these 
PSUs ranged between Rs. 13.34 crore and Rs. 30.24 crore ·during 2002~08. The 
return on investment ~mounting to Rs; 30.24 crore accrued to the State 
Government during 2007-08 was only from Jammu and Kashmir Bank Limited. 
(Rs. 29.64 crore) and Rs. 1 60 lakh from the Jammu and Kashmir Cements Limited. 
With an average interest rate of 12.19 per cent paid by the Government on its 
borrowings, the ~eturn! on these ·investments during ~007-08 was only 
8.47 per cent. 

! Table 1.22: Return on Investment · · 

2002-03 375.27 13.34. 3.55 9.64 6.09 

::W03-04 349.93 15.92 .4.55 9:84 5.29 

2004-05 347.82 '26.28 T56 8.10 0.54 

.2005~06 353.27 20.62 5.84 7.19. 1.35 

2006-07 355.77 21.22 5.96 10.09· 4.13 

2007-08 3S6.9T · 30.24 8.47 12.19 3.72 

The investment of Rs. 356.97 crore ··was held . in · 17 working Companies 
(Rs: 181.68 crore), three working Statutory Corporations (Rs. 143.32 crore ), three 

. non-working13 Companies (Rs. 2.57 crore), two Joint stock Companies (Rs. 0.34 
crore), 11 co-operative institutions (Rs. 28.96 crore) and one GOI undertaking 
(Rs. 0.10 crore), ' . · 

In addition to. investment in Co-operatives, Corporations and Companies, the 
Government has also be~I1 providing support in terms of loans and advances to . 
many of these Parastatals. Total outstanding balance as on 31 March 2008 was 
Rs. 980.20 ciore (Table~l .23) which included Rs. 897.98 crore on account of 
Economic Services, Rs. 60.89 crore on Sodal Services and Rs. 2i .33 crore 
outstandi11g against the Government servants etc; Within Economic Sector, major 

13 Non-working c~mpany is one, 'whiCh is under the process of Iiquidation/m~rger, etc. 
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part of .the: loan was outstanding against Jndustries and Minerals (Rs. 420.91 
crore); Transport (Rs. 299;78 crore) and Energy. (Rs, 85.05 crore); 

. : 

Table 1.23: A ve1rage lnterestrecenved on Loans advanced by the State Government 
· ' . · · . (Ru ees iri crore) 

ait~t2~ ~~~It~ll ~~Q~Qt~fZti 
837.13 884.58· . 901.97 943.82 

Amount Advanced during the year 340.20 68.30 66.00 ~3.IS · 43.89 '38.2T 

Amountrepaid duririg the year . 82.07 4.54 18.55 ~5.76 2.04 1.89 

Closing Balance 773.37 837.13, 884.58 9Ql.97 . 943.82 980.20 

Net Addition 258.13 ·. -63.76 47.45 . 1,7.39 41.85 36.38 

Interest Received 1.0 3 . 1.09 . 1.21 11.24' 1.88 1.44 

Interest Received as per cent to Loans advanced_ · 0.16 0.14 0.15 ;0.14 0.20 0.15 

Average iJlterest paid by the S~ate (per ce~t) 9.64 9.84 8.10 i7.19 10.09 12.19 

Differen,ce between interest paid and received 9.48 9:70 7.95 :7.05 
' 

9.89 12.04 
(per cent) ' 

I 

·. - . . - ' 

Against the recovery of Rs~ 2.04 crore during 2006-07, the recoveries during 
2007-08 was only Rs. L89 crore ·which was mostly on acbount of recovery of 
loans to Government servants etc. The decrease in repayment of loans during the 
year was due 'to decrease (Rs. 2.68 · 1akh) in repayments Qr loans advanced _to 

·Government servants andnegligiblerepayments under other sectors. · · 
. . . . - : - ·: ,._ ! 

. ' 

~1gY~l~llifWfQ¢,~~f\!liliiii~~I{mif1ijlJt!~l~7mjilfJ~~~~~~l~~I~~~ 
- . . . i . . -

: - - .- -- . . - . i ~ . ' . -

It is generally desirable that the St').te' s flow of resourdes should match its 
expenditure ·obligations. However, to take care of any temporary mismatches in 
the flow of resources and the expenditure obligations, the S~ate Government had 
obtained temporary loan from Jami.mi and Kashinir Bank fof its ways apd means 
requirements. There was no improvement inmanage:rnertt of:cash balances during 
200T-08. ·Despite· revenue ,surplus for the past five years, t~e State Government 
had taken temporary loanJrom bankon.all 366 days during!2007,.08 and paid an .. 
interest of Rs. 220.91 crore··on the overdraft · : 

'fabl~ L24: Ways alild Means advances and overdraft of the State 
. .. . ' (Ru ees in crore) 

Taken during the ·year_ 7212.35 . ·83'45.85 1114.20 11269.9? 1104.62 994.77 

Repaid during the year . 7213,80 8180.44 933.86 10949.36 . 1022.16 1069.45 

Outstariding i381.l0· 1546,51 '' 1726.85 <2047.~ 2129.90 . ·2055.22 

Interest Paid 
.. 

137.58 126.99 · 13L81 138.42' 183.51 220.91 

Number·of Days 365 366 365.'· 36~ 365 366 

The amount of interest paid on the temporary )oari/overdraft increased from 
Rs. 137.58 crore in 2002~03 to Rs. 220;91 crore during 2007:-08 and there was all 
outstanding balance of Rs; 2,055.22 crore at the dose of2007-08. · · . ' . . . . . ... l . 

• •• 1 
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There are two sets of Iiapilities namely, public deb~ and other liabilities. Public 
debt consist& of internal debt of the State and is reported in the Annual Financial· 
Statements under the Consolidated Fund-Capital Account. It includes market 
loans, special securities issued by RBI and loans and advances from the Central 
Government The Constitrtion of India provides tlrnt a State may borrow, within 
the territory of India, up:on the security of. its' Consol~dated Fund, within such . 
limits as may from time to time be fixed by the Act ofits Legislature. However, 
no such law has been passed by the· State, ·to lay d_own any such limit. Other 
liabilities, which are a part of Public Account; ;include deposits under small 
savings scheme, providetjt funds and other deposits. Table~J.25 below gives the 
fiscal liabilities of the State, its rate of growth, ratio of these liabilities to GSDP, 

··revenue receipts and to own resources as also: the buoyancy of fiscal liabilities 
with respect to these parameters, · 

. Tableil.25: Fliscal Liabilities-Basic Pammeters 
~ . ,· 

'.~ .: :-.:; ~~~ ' o .. 

:213~6~''. 

14.86 

Ratio of Fiscal Liabilities to , 

GSDP (per cent). 60.41 58.75 58.52 63.31 64.08 67.20 

Revenue Receipt (per cent) 162.68 158.77• 160.15 162.88 166.36 160.92 

Own Resources (percent) · 646.95 723.13. 712.80 776.75 764.88 634.76 

B~oyancy of Fisc~l Liabilitie~ to X·\ 

GSDP (ratio) 1.39 0.67 0.95 1.96 1.14 1.56 

Revenue Receipts (ratio) . 1.08 0.70 1.12 1.12 1.27· 0.79 

Own r~sources (ratio) , 0.35 , 14 0.85 2.14 0.86 0.39 
* lqcludes internalidebt, loans and advances from GOI and other obligations . 

. 1 -: . .• 

Overall. fiscal liabili!ies of the State increased from Rs. 12,279 crore in 2002-03 to 
Rs. 21,366 crore in 2007-08. The growth rate was 14.86 per cent during 2007-08 
over pr~vious year. The ratio of fiscal liabilities to GSDP also increased from 
60.41 per cent in 2002-:03 to 67.20 per cent in 2007-08. The buoyancy of these 
liabilities with respect to GSDP during the year was 1.56 indicating that for each · 
one per cent increase in GSDP, fiscal liabilities grew by 1.56 per cent. These 
liabilities stood at 1.61 times State's revenue receipts and 6.35 times its own 

·resources. 

14 . Ownresources .had a negative trend 
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1.8.2 Status of Guarantees-Contingent liabilities 

Guarantees are liabi lities contingent on the Consolidated Fund of the State in case 
of default by the borrower for whom the guarantee has been extended. As per 
Statement 6 of the Finance Accounts, the maximum amount fo r which guarantees 
were given by the State and outstanding guarantees at the end of the year since 
2002-03 is given in Table- 1.26. 

Ta ble 1.26: Guarantees given by the Government of Jammu and Kashmir 
( Ruoees in crore) 

Year Maximum amount Outstanding amou• t Percentage of maximum amount 
2uaranteed of Guarantees guaranteed to tota l revenue receipts 

2002-03 1574 1231 20.85 

2003-04 ,.1969 1612 23.98 

2004-05 2878 1914 32.46 

2005-06 4720 1959 45.76 

2006-07 3245 2565 29.02 

2007-08 3308 2807 24.92 

Government has guaranteed loans raised by various Corporations arad others, 
which at the end of 2007-08 stood at Rs. 2,807 crore including interest. The 
outstanding amount of guarantees is in the nature of contingent liab ilities, which 
were about 2 1 per cent of revenue receipts of the State. Although no law under 
Article 293 of the Constitution had been passed by the State Legislature laying 
down the max imum limit within which the Government may give guarantees on 
the security of the Conso lidated Fund of the State, J& K FRBM Act, 2006 enacted 
by the Legis lature has prescribed the ceil ing limi t on the amount of annual 
incremental risk weighted guarantees to 75 per cent of the Total Revenue 
Receipts (TRR) in the year preceding the current year or at 7.5 per cent of GSDP 
of the year preceding the current year, whichever is lower. The incremental 
guarantees in 2007-08 were only 2 per cent and 0.83 per cent of revenue receipts 
and GSDP of the preceding year respectively. 

1.8.3 Debt Sustainability 

Debt sustainability is defined as the ability of the State to mainta in a constant 
debt-GDP ratio over a peri od of time and also embodies the concern about the 
abili ty to service its debt. Sustainability of debt therefore also refers to suffic iency 
o f liquid assets to meet current or committed obligations and the capacity to keep 
balance between costs of additional borrowings with returns from such 
borrowings. lt means that rise in fiscal deficit should match w ith the increase in 
capacity to service the debt. A prior condition for debt sustainabil ity is the debt 
stabi lisation in terms of debt/GS DP ratio. 

1.8.4 Debt Stabilisation 

A necessary condition for stability states that if the rate of growth of economy 
exceeds the interest rate or cost of public borrowings, the debt-GDP ratio is likely 
to be stable provided primary balances are either zero or positive or are 
moderately negative. Given the rate spread (GSDP growth rate--interest rate) and 
quantum spread (Debt x rate spread), debt sustainabil ity condition states that if 
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quantum spread together ,with primary deficit is zero, debt-GSDP ratio would be 
constant or debt would stabilise eventually. On the other.hand, if primary deficit 

·together with quantum spread turns out to be negative, debt-GSDP ratio would be 
rising and in case it is positive, debt'-GSDP ratio would eventually be falling. 
Trends in fiscal variables !indicating the progress towards the debt stabilisation are 
indicated inTable-1.27. --

. -

Table 1.27: Debt SustajnabHity-Int_~restt: Rate and GSDP Growth 

Average interest paid by the State 9.64 9.84- 8.10 7.19 10.09 12.19 

GSDP Growth 12.68 9.19 9.33 9.36 9.39 9.52 

Interest spread 3.04 (-) 0.65 1.23 2.17 (-) 0.70 (-) 2.67 

Opening balanc~ of Outstanding Debt 10443 . 12279 13038 14199 16801 18602 

Quantum Spread 317 (-) 80 160 308 (-) 118 (-) 497 

Primafy Deficit(-)/ Surplus(+) .. (-) 216 (-)241 (-) 562 - c~) 1s28 (-) 143 (-) 229 (Rs. in crore) 

· Table-1.27 reveals that quantum spread together with primary deficit has_ been 
negative from 2003-04 to 2007-08 indicating oscillating debt-GSDP ratios during 

-the period and increased from 60 per cent in 2002.:.03 to 67 per cent iri 2007:-08. 
The ratio of fiscal defiGit to GSDP also fluctuated during the period 2002-08. 
These ti-ends indicate the State needs to improve the fiscal imbalances for 
attaining_ arid improving.• the debt sustainability .position in the medium to long 
run. ! 

~1~jW~~r!filw1-m>1~~~m~~i!~B~\1Ji[lfst~~~~11ta~1~r1r.@1{{ffi~!~~r: 
. : - - - . . . . . .- - ·1 . - -_ .. · .. ··--. .. . ._. - ·. - ., •• 

Another indicator of debt stability and its sustainability is _ the adequacy of 
incremental non-:debt receipts of the State to cover the incremental interest 
liabilities and in<?remental primary expenditure. The debt sustainability ~ould-be -
significantly facilitated if the incremental non-debt receipts could meet the -
incremental -interest _bur~en and the incremental primary expenditure. Table-1.28 

. indicates the resource gap as defined for theperi?d 2002-08. 

Table 1.28: Illcremental revenue receipts and Revenue Expenditure 
' . (Ru ees in crore) 

-1 2 3 4 . 5_ (3+4) . 6 (2-5) 

2002-03 1009 .• 798. 48 846 . (+) 163 

• 2003c04 586 611 151 762 (-) 176 

. 2004-05 669 ·990 (-) .143 . 847 (-) 178 

2Q05~06 1466 2432. 12 2444 (-) 978 

.2006~07 833 ... : (-) 552: 672 120 . (+) 713 

2007-08 2095 2181 649 2830 (-)735 
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The persistent negative resource gap indicates the non-sustainapility of debt while 
the positive resource gap strengthens the capacity of the State to sustain the debt. 
The debt sustainability of the State in term of the resource gap-oscillated between 
the negative and_. positive phases during the period 2002-08. The resource gap 

· during 2002-08 in four out of six years was negative; which 'indicates efforts to be 
initiated to improve the sustainability of debt. · 

. . . : . . . . . 

An9ther importan_t indicator of debt sustainability is the net availability of funds 
· after payment of the principal on account of earlier contracted liabilities and 

interest. Table-1.29 below gives the position of the receipts and repayment of 
intern~! debt and other. fiscal liabilities of the State over the last six years .. 

Table 1.29: Net A vailabmty of Borrowed Funds 

Receipts 811 2409 13475 2557 

Repayment{Principal+ Interest) . 606 8930. .. 1722. 12778 2562 3578 

Net Fund Available 205 386 687 697'. (-) 5 248 

Net Fund Available (per cent) 25.28 4.14 28.52 .. · . 

Receipts 718 324 .11 ' 9 17. 

Repayment (Principal+ Interest) 1598 1070 375• .··355 '350 

Net Fund Available• (-) 880 : · . (~)746 '. (-) 364: .· .(~j 346 . 

Net Fund Available (per cent).· 

Receipts 

Repayment (Principal+ Interest) · 1060 i 1527 ·1_(548 . 1990 2158 2408 

Net Fund Available .· 696' 6 .. ·.·. 117 1154 :J67 414 

mrl~~l}l!~~1lft~~;; 
Receipts 

Repayments 2405. 12055 4440 15143 .·. 5076 6336 

Net receipts . 741 (-) 488 
.. 

58 1487: 16. 329 . ' 

(-) 4.22 
.. 

23:55 1.29 8,94 0.3i 4.94 Net Funds Available (p~r cent) .· 

. Th,e net av~llability of funds on account ofthe internal d.ebt,J~ans and advances 
from GOI and other obligatioris after• providing for the interest arid repayment 
varied from o.31 per cent in 2006:.07 to 4.94 per cent in ioo1.,o"8. During the 
current year the Goverrime~trepaid internal debt of Rs. 1,628 ~tore;_GOlloans of 
Rs.139 crore w~re also discharged alongwith other obligatior;s of Rs. 2133 crore 

15 

16 
Negligible 
Comprises small savings, provident fund, reserve fund and deposits 
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and interest of Rs. 2436 crore, as a result of which, meagre borro\\'eci funds were 
available for development purposes. · 

. . . 

·. ~~mI~fri~~~gfgtmrfiioo:~~&fi'qnfJJillli~~ll'iltii~i~~i[t11~~ti~Af~r£~m~~K~§J~~~~ 
. j . . ~ ., . . . . . . • ~ • 

The deficit'in Government accounts repre.sents the gap· between its receipts and 
expenditure. The nature. of the deficit is an indicator ofthe prudence of ·fiscal 
management.. of the Government. Further, the ways in which the deficit is 
financed and the .resources so raised and applied are important pointers to its 
fiscal health. ! ·· · · 

• l • . . 

. . . . . . . . . . 

The trends in fiscal parameters depicting the position of fiscal equilibrium in the 
State are presented in Tab~e-' 1.30. . . . 

I ·. . . ·. 

Tabl~ 1.30: Fiscal Imbalances-Basic Parameters . 

(Value in crore and ratio in 7er cent) 

!ai!i!~~ ~~{i9~J:~~~ 1;.t~~Q~!9~ 1~!!9:~~~1~: ~lE~,9'Q?J.~s;,;J 
. Revenue surplus (+)/Deficit(-) (+) 368 . (+) 458 (+) 562 (+) 394. (+) 568 (+) 1088 

Fiscal Deficit (-) /surplus ( +) (-) 1311 (-) 1487 · H 1665 <-) 2643 C-) 1930 .· <-) 2665 

Primary Deficit(-) /surplus c+r ·.• (")216 (-) 241 (-) 562 (-) 1528 (-) 143 (-) 229 

Revenue surplus (+)/Deficit (-)/GSDP 1.81 2.06 2.32 1.49 1.96 3.42 

(-) 6.45 (-) 6.70 H6.86 (-)9.96 (-) 6.65 (-) 8.38 

PD/GSDP . (-) 1.06 01.09 (-) 2.32 . (-) 5.76 . (-) 0.49 (-) 0.72 

RD/FD ·NA NA NA NA NA 
. (Negative figures indicate deficit) . 

. Table'" 1.30 r:eveals that the revenue account experienced surplus over the period . 
2002:..08. The revenue surlJlus of Rs. 1088 crore during 2007-08 was higher by 
Rs. 520 crore as compared to revenue surplus of Rs, 568 crore realized during 
2006-07. An increase of ~ 9 per cent (Rs. 2095 crore). in revenue receipts during 
2007-08 in comparison tq 15 per cent (Rs. 1575 crore) in revenue expenditure 

. resulted in an increase of Rs. 520 crore in revenue surplus during 2007~08. The 
· sharp increase in revenue receipts was however mainly on account of increase in 
mandated transfers comp~sing State share in Central taxes and duties and grant in · 
rud from GOl Ofthe incremental revenue receipts .of Rs 2095 crore during 2007-

. 08, these two sources c6htributed 55per cent indicating central transfers being 
· the key in improving the revenue surplus during the year. · 

Despite a cushion of Rs. 520 crore available in the form of increment in revenue 
surplus,' net increase of Rs. 1255 .croi-e in capital expenditure/loans and advances 
disbursed during 2007-08 over the previous year led to an increase of Rs,735 
crore in fiscal deficit during the current year. The increase in fiscal deficit 
accompanied by an increase of Rs. 649 crore in interest payments during·2007:..:08 
over the previous year led to the increase of Rs. 86 crore in primary deficit· in. 
2007-08 from the level o~ Rs.'.143 crore during 2006.::07. 

17 Revenue surplushence not applicable 
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1.10 Quality of Deficit/sur us 

The ratio of RD to FD and the decomposition of primary deficit into primary 
revenue deficit18 and capital expenditure (including Joans and advances) would 
indicate the quality of deficit in the State's finances . The ratio .of revenue deficit 
to fi scal deficit indicates the extent to wh ich borrowed funds were used for 
current consumption. 

The revenue deficit was completely wiped out in 2002-03 and revenue surplus 
was maintained throughout the period from 2002-03 to 2007-08. The revenue 
surplus however, peaked at Rs. 1088 crore during the current year. This trajectory 
shows improvement in the quality of the deficit and during 2002-08 a ll 
borrowings (fiscal liabilities) were used in activ ities resulting in expansion in the 
asset backup of the State. 

The bifurcation of the factors resulting in primary deficit or su rplus of the State 
during the period 2002-08 reveals (Table- 1.3 1) that the primary deficit during the 
period was on account of capital expenditure incurred and loans and advance 
disbursed by the State Government. In other words, non-debt 1·eceipts of the State 
were enough to meet the primary expenditure19 requirements in the revenue 
account; in fact left some receipts to meet the expenditure under the capital 
account. The State had to borrow to meet the requirement under capital account 
during the period over primary expenditure. Thi indicates the extent to which the 
primary deficit has been on account of enhancement in capital expenditure which 
may be desirable to improve the productive capacity of the State' s economy. 

Year 

I 

2002-03 

2003-04 

2004-05 

2005-06 

2006-07 

2007-08 

18 

19 

Table-1.31: Primary deficiUSurplus - Bifurcation of factors 
(R upees in crore 

Non- Primary Loans 
Primary 

Primary 
Capital Primary Revenue 

debt revenue 
expenditure 

and 
Expenditure deficit(-)/ 

deficit(-)/ 
receipts expenditure Advances 

surplus(+) 
surplus (+) 

2 3 4 5 6(3+4+5) 7(2-3) 8(2-6) 

7630 6085 1421 340 7846 (+) 1545 (-) 216 

8216 6508 188 1 68 8457 (+) 1708 (-) 24 1 

8885 7201 2180 66 9447 (+) 1684 (-) 562 

10351 8806 3020 53 11879 (+) 1545 (-) 1528 

11184 8827 2456 44 11327 (+) 2357 (-) 143 

13279 9753 37 17 38 13508 (+) 3526 (-) 229 

Primal") revenue deficit defined as gap between non interest revenue expenditure of the State and 
its non-debt receipts indicates the extent co which the non-debt receipts of the State are able Lo meet 
the primary expenditure incurred under revenue account. 
Primary expenditure of the State is defined as the totJJ expend iture net of interest payments and 
indicates the expenditure incurred on the transactions undertaken during the year. 
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The finances of a Stat~ sho~ld be sustainable, flexible, and non:.. vulnerable. · 
· Table-1.32 below presents a summarised positfon of Government finances over 
2002-08, with reference :to certain key indicators that help ass~ss the adequacy 

,' . and effectiveness of available resources and' their applications, highlight areas .of 
concern and capture its important facts. ' . 
. · . I .. 

' ' 

Table 1.32: Indicators of Fiscal Health 

Total Expenditure/GSDP 

Total Expenditure/ Revenue Receipts 

·Revenue Expenditure/ 
Total Expenditure 

Salary.and Wage expenditiire on.Social 
and Economic Services/Revenue 

· ~xpenditure 

Non-Salary/Wage .expenditure on 
Social and Economic · 
ServiCes/Revenue Expenditure 

Capital Expenditure/ 
Total Expenditure20 

Devel9prilent ·expenditure/ 
Total expenditure 

Capital Expenditure.on Social and 
Economic Seniices/Total Expenditure 

. . : . . 

Buoyancy of TE with RR .· ·· · 

Revenue surpius {+)deficit(~) . 
(Rs. in crore), ·. ·. · 

I 

.. I .-

'143.99 

~ 18.46 

! 80.30 
' 
i 
I. 

Details 
~ot 

available 
! 

'. 16.52 

I 

.·I 62.68 

! 15.27 

. 43.72 43.48 48.97 

.118.16 118.99 .125.97 

79.91 78.71 76.35 

26,84 ·. 25.72 24.55 

. ,29.66 34.70 38.34 

19.52 20.79 23.34 

64,29 68.08 71.10 

.18.68 20.10 22.80 

· L42 

Fiscal deficit (Rs. in prote) ;(.)1311, +t1487. ' (-}1665' J-)2643 

Primary Deficit (~)/surplus(+) ,(-) 216 
i ' . 

t-) 241 . · · () 5~r . <+i?28 
(Rs, in crore) · · 

Revenue Deficit/Fisclil Deficit 
·(Rs. in crore) ··•·. 

I 

I NA21 · 

I 

. . . . 

:io 

21 
. Comprises revenue an~ capital expenditure oniy .. 
Revenue surplus, hence not applicat;>le 

'! 3f'' 

. :~1·"··:. 
'./\: 

'NA NA 

45.17 50.15 . 

117.28 120.09 

80.94, 76.45 

25;70 24.84 

30.45 29.02 

18.79 23.37' 

63.96 63.77 

18.29 22~59 

o,n. 1.15 

. H 1930 . · :f)j665 

' (-):143:• (-) 229 

·-NA; NA 



AuditReportfortheyeaf ended 31March2008 
bfti!tA'' ¥- -- " ¥·-.&%" ¥+lili*fPi?•64'¥iih•llHMf- g.w .... m .- €-'- i-effi ii ¥•""i"'4Ml~¥? ii 3 ... ii·f iA I UM+ 'f- ?l.1¥¥· . i§ I§§§ W¥ '*' # ..... 

Fiscal Liabili.ties/RR .· 158.77 160.15 162.88. 166.36 160.92 

Buoyancy ofFL with RR 1.08 .0.70. 1.12 I. 12 1.27 0.79 

Buoyancy of PL with OR··. 0.35 22 0.85 2.14 0.86 0:39 
. . . 

IOI (-) 321 (-) 402 (-) 1220 {-) 261 () 726 Primary deficit vis.:a~vis quantum 
spread ··· . · · · 

Net Funds Available · . 23.55 (-) 4.22 1.29 8.94 0.31 4.94 

Return on Investment :. 3.55 4.55. 7.56 5.84 5.96 8.47 

BCR (Rs. ii: crore) .H1002 (-) 1527 (-) I 865 (-) 1943 (-) 2920 (-) 3484 

Financial Assets/Liabilities 1.02 1.05 1.08. .· 1.09 1.11 1.14 

. Th~ ;atfo of own taxes to GSDP had shown continuous improvement in the six 
yeasperiod 2002~08. Except for 2004'-05, the ratiO of revenue receipts to GSDP 
also indicated a rising trend during 2002-08, but revenue buoyancy fluctuated 

. widely durilig this period. the total expenditure to revenue receipts showed a 
decreasing.trend during20Q2.:b8 except in 2004-05, 2005-06 and 2007-08 when it 

· .·. iricreas~dsharplyfrom 118.99 per cent in 2004-05 to t25~97 per cent in 2005-06 
and ffoni 117:28 per l'entin- 2006-07 to 120.09 per c~nt in 2007-08. Except for 

· the .year ~2006:-07 · tije :per.centage of revenue expenditure to total _expendittlfe 
shO\\'.ecl ·.a decr~asing· trend outing 2002-03 to 2007~08, Revenue expenditure 
. constituted ab0t1f 76per cerit of total expenditure during 2007-08, which revealed 
. th~t mosf ofthe e'.lqJ_ep.dfrure· was ·incurred on current consumption.· Fiscal deficit, 
although flucruated during the period 2002-08, its ratio· to GSDP at 8.38 per cent 
during 2007-08 indicates that fiscal imbalances still persist in the State. Primary 
deficit increased by Rs. 86 crore during 2007..:03 from the previous year and its 
continued prevalence during 2002-08 indicated that the State is unable to meet its 
primary expenditure out of its own resources and its reliance on borrowed funds 
also tends to continue over a period of tiIT1e. .·· · 

. , .. · . .. 

· r~~~~:~9·~~AY~fili1i!~Mlt~l[~§~~~a~~~~~HmTu~if~u~· 
The overall fiscal position of the State as reflected in terms of key pararrieters
revenue, fiscal and primary deficits-indicates mi:X.ed trends .in the ·fis_cal situation . 

·during 2007-08 over the previous year. While the revenue surp}us hasincreased. 
and reached the peak level of Rs 1088 crore in 2007-Q8, the fiscal and primary 

. deficits have deteriorated over the prevtous year. The improvement in revenue 
surplus of the State may however be viewed in the lightof the fact that little more 
thari 5~ per cent of the incremental revenue receipts of the State during 2007-08. 
(Rs 2095 crore) were contributed by the Central transfers comprising the State's 
share in Central taxes and duties and grants~in~aid from the GOI. · · . 

22 · Own resources had a negative growth 
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The expenditure pattern of the State reveals that the revenue expenditure 
exhibited a declining trepd during the period 2003-'08~ but continued to share. a 
dominant proportion in; the total expenditure of the St(lte . :ind was around 
76 per cent during 2007-p8. Moreover, within the revenue expenditure, the non- ·· 
plan revenue expenditurd at Rs 11666 crore in . 2007 -08 was significantly. higher 
than the· normative asses~ment of TFC (Rs . 6514 crore) for the State for the· year 
and its four components - salaries and wages, pension liabilities, interest 
payments and subsidies ;-- constituted about 67 p~r ce11t du~ing 2007-08; These 
trends in expenditure inpicate the need for 'changing allocative priorities. The 
continued prevalence o~ fiscal and · primary deficits indicates the increasing 

. reliance of the State c;m borrowed funds. The increasing fiscal liabilities· 
accompanied by a negligible rate of return on Government investments and 
inadequate inter~st cost recovery on loans and adv.ances .might· 1ead to an . 

. unsustainable debt situation in medium to long run ilnless suitabie measures are 
initiated to compress the hon plan revenue expenditure and to· mobilise additional 
resources both through th~ tax. and non tax sources in the ensuing years. 

1. 
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Chapter~Il Allocative Priorities and Appropriation 
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The Appropriation Accounts prepared every year contain ·details of amounts on 
various specified servicbs actuaUy spent by the Government vis-a-vis those 
authorised by the AppropHation Act 

I 

i 

The objective ·of Appropriation Audit is to ascertain whether the expenditure 
. actually incurred under various Grants is within the authorisation given under the 

Appropriation Act and th.at the expenditure required to be charged under the 
. . I . . . 

provisions of the Constitution is so charged. n · also ascertains whether the 
expenditure so incurred i~ in conformity with the law, relevant rules, regulations 
and instructions. 

I 
The summarised position of Grants and expenditure thereagainst in respect· of 

I • • . 

29 Grants and Appropriations is as follows. 
! - . . . 

rifi~~~$f~"i~~~i}~~;~t,1~ll~~~\;Yf:fQ.F~ooi1~i~~lQ.~]&$f4~Mfi!~~~ 
I . 
I 

Numbe!l" ([])fGl!"airnlls/Appfopll"iatfoJrns 291 

Tsi!Me 2.1 1

: T@fall lP'll"11ni.sfon a!llld Adllisill Expeimllntl:unl!"e. 

. . I . . . 
Tablle 2.2: Pr@vlisiollll amll Expenrdlitl:unll"e-V ®tl:erdl mmd Cllnall"gedl 

.. i. 
i 
I 

·· .. 1 .. 
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The summarised position of the actual expenditure· during 2007-08 against 
29 grants/appropriations is as follows: 

·'falble 2.3 

Revenue 9671.94 456.95 . 10128.89 9917.01 (-)211.88 

Capital 5573.81 656.21 6'f30.02 4318.90 (-) 1911.12 

Loans and 
-.; 

. 6237 62.37 38.27 (-) 24.10 
Advances 

·/The overall saving of Rs. 513.13 crore Was due to then~t effect of saving.of 
Rs. 279L04 crore (Revenue: Rs. 507.10 crore; Capital: Rs. 2283.94 crore) and 

·excess of Rs .. 2277.91 cr0re (Revenu~: Rs. 695.39 crore, Capital: Rs: 1582.52 
crore) in respect of 28 grants and three appropriations and 14 grants and one · 
appropriation, respectively; . . . ' . 

·lR~!!fi'§J6~~~1>1~Wril~fiailliill~il1tBlm~!~'~~f;l!~~i~Jt~iif¥1!~~ • 

1. 

2. 

3. 

4. 

. . . .. . . '·· . 

fo: the revenue Section, there was an excess expenditure of Rs. 695;J9 crore· in 
9 grants . and one appropriation, while in the capital Section,. excess. expenditure 
amounted to Rs. 1582.52.cror~ in six grants and one appropriation as detailed 
beiow: . . . 

Table 2.4 

6-Power Development 2109.0i 2241.88 132.87 6 

8-Finance 1271.07 . '1276.56 5.49 0.4: 

12-Agriculture 295.88 322.14 26;26 9 

14-Revenue 303.30 363.08 . 59.78 20 

I 

These are gross figures without talcing into account the recoveries adjusted in accounts as reductio.n 
of expenditure under Revenue.(Rs. 176.88 crore) and Capital (Rs. 601.92 crore): · . 
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15-Corisumer Affairs arid 
Public Distribution 

6. 16-Public Works 

7. 25-Labour, Stationery 
Printing 

. 27-Higher Education 

"i 
I @.aw 

I 
arid 

I. 

I 

Chapter:"IIA..llocative Priorities and Appropr:iation . 
:xg;g. ·~5§§AV# M bl e#A 4 ¥ ·-&4!friii'il!¥iri#?t#§i ©4''¥ ·"!IW!iii*V& .ua'*'ffi"F;o;p ... +. fii&&-¥ ?'-

3.10 . 3.49 0.39 13 

346.71 ~64.47 17.76 5 

27.71 39.30 11.59 42 

186.38 194.68 8.30 4 

13 .. · 
. . . . i 

l I~ Industries and Commerce: 93 .. 60 100.67 7.07 8 

14. . 16~PublicWorks 744.25 1051~24 306.99 41 

15: 20-Totirism 85.16 109.83 24.67 29 
• • • •. • I 

' 16. 24cl-lospitality, Protocol arid ! 8.58 8.58 100 
Toshakharia · · 

17 .. 26~Fi~heries 8.00 8.74 0.74 9 

-· _•_ .. . ·.. . . . - : I . ·. ; . . . . . . . . - ... · .. 

· The excess expenditure Qf Rs. 2277 .91 crore over the provision was mainly due to . --
_.part clearance of overdr~ft of Rs. 1069.45 cror~ obtained during the currentyear 
by the StateGovemmentifrom theJammu and Kashmir Bank Limited. · 

. . 1· • . .. 
• • I • • • 

. ·• . . . ·1 .• . • . . . . ·. . 

. In six grants and one appropriation (Appendix".2.1), ~there was excess expenditure 
of Rs. 839.84 crore desp~te obtaining supplementary grants of Rs. 1009.98 crore. 
This was ·· on . account· 'of ~he failure ·of the Departments in assessing the 
. requirement of additional .funds cotlectly even at the Close of the year and also 
because of the inadequacy of the system of monitonng the trend of e}5.penditure 
under various heads of fl9count. · · - . - · · · · _ ·. . 

. ··_ .. _·. ' .•• · .. · •. ·.. . j .. ·_·. . . . . . . . . . . 

. . g_i'AF-1'~11-· _~rl!l!-~_---'~_m_-· ~---··-~ ·"_ ;i::•ic'o··'l!r"'o~·- J- •• •.,._·c:tS:•:n,·=-'·f,i1i':(· -_ . <j;m~%~~~~~~~~ -i~ -1'l'!ID.D.rtire .. ~jl.~a11i:11.J!JliisJ.'ii.4!x.C.l'l~°Y#~~'j,I~ . . . - I . - . . 

As· per Seciicm 82 ~f the) Constitution of Jammu and Kashmir, it is mandatory fot · 
the State Government td get the excess over. a grant/appropriation regularised by. 
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the State Legislature. However, excess expenditure of Rs. 68810.75 crore for the 
years. 1980-81 ·to 2006-07, as per details at Appendi~-2.2, was· pending 

· regulrujsation with the Finance Department. · · 

In 14 cases, involving 10 grants and one appropriation (Appendix-2.3), 
supplementary provision of Rs. 341.65 crore was obtained in anticipation of 
expenditure in excess of tt:he original provision. However, the final expenditure of 
Rs. 3506.28 crore was even less than the .original grant of Rk. 4004.29 crore. The 
savings of Rs. 839.66 crore thus exceeded the. entire supplementary provision 

'indicating defective fund projection system leading to unnecessary allotment of 
additionall funds. 

fa ten other cases relating to eight grants and one appropri~tion, supplementary 
grants aggregating Rs. 543.34 crate were obtained against the requirement of 
Rs. 31L43 crore resulting in saving of Rs. 231.91 crore (Appendix-2A). · 

Apart from these cases, savings in 13 cases (involving 11 gr~nts) exceeded IO per 
cent of the original budget proyision and were more than Rupees one crore in · 
each case, as detailed in Appenfiix-2.5. ; 

Financial Rules require that expenditure should be evenly d~stributed throughout 
the year. Rush of expenditure particularly in the last quarter and also in the· 
dosing month is regarded as a breach of financialrules'. Quarter-wise expenditure: 
· (net) during 2007-08 as also expendfrure in the month of March 2008 under both 
revenue and capital sections incurred by the State Government is detailed below: 

First quarter 

Second quarter 

Third quarter · 

Fourth quar,ter 

TaliJie2.5 

1569.75 

3143.98 ' 

2960.50 

8232.10 

(3606.00) 

: 

9.87 

19.77 

' 18.61 

51.75 
: (22:67) 

(#Does not include Rs.1805.18 crore on account of loans -and advances and figures in brackets represent· 
expenditure in the n_mnth of March) ' 

Kt is evident from the above table iliat the flow of expenditure was not evenly 
d:i.smbuted throughout the year, inspite of issuance of wanling slips, by the Senior 
Deputy Accountant General (A&E), from time to time. ~xpenditure incurred 
during the month of March 2008 constituted 22.67 per cent of° the total 
~.xpenditure. 
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. I 

I . . . . 
Persistent excesses of rtjore than rn per cent . over the budget provisions were 
noticed during the year~ 2005..:06, 2006-07 and 2007 :-08 in 3 grants arid one 

· appropriation as de(ailed ibelow: · · · · 
. I . 

I 
Tall>Ile2.6 

I 

1. 15-Consuriler Affairs aJd Public Distribution 0.77 0,60 0.39 

I (30) (23) (13) 

2. 25-Labour,Stationery:~nd Printing 11.20 ll.49 11.59 

i (47) (46) (42) 

3. 28-Rural Development I 
- . .. . • I 

I 
'I 

· .. · . · .. ·. ·. J . . ·. .. . ·. . . .· . . .... 
During 2007-08, ]Rs. 218.03 crore was incurred under 36 Major Heads of account 
(19 grants) without any I provision for. such expenditure having been made in the 
budget for which reasdns were· not intimated by ·the Departments concerned 

. I . . . . . . . . 

_(September 2008). Incurring of expenditure. i.n absence of budget provision 
reflects . Jinandall in~Hscipline and .. lax · monitoring · system of · the · 
Departments/Controlling Officers concerned. DetaHs of cases covered tinder this 
category are given in Appendix-2. 7. 

i 

. . . •. I . . . 

Rules require that all, j savings . should be surreIRdered as soon as these are 
anticipated. Savings ,shtjuld also notbe held Jin reserve for possible future ,excess. 
It was, however, noti(~ed that in 38 cases, (involving 26 grants and 9rie 
appropriation) against llie available savings. of Rs. 2787.49 crore (involving 
savings of Rs. one cro~e and above in each case), no amount was surrend~red. 
Relevant details are indicated in Appendix-2.8. Non-surrender of funds deprived .··. 

. . I . . • 
the Government of the opportunity to transfer these funds to other needy sectors. . . . l 

1. 

. . 
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··~j~~~;i~I~I~i(tri;~Jl~iil!~lJli:@:(fi~~f~l;Ji~l~~lli~iiW~r~l!~~~'K~l 
. - - - I -·_ . . 

The demands for grants and appropriations, presented to; the Legislature are 
framed for gfoss amount of expenditure without taking into account the 
recoveries: arising from the use of stor~s procured in th~ past or transfer .. of 
expenditure to either departments concerned. These anticipated recoveries· and 
credits are separately shown in the budget estimates and aduals adjusted in the 
accounts as reduction of expenditure. Appropriation au4it is conducted by 
comparing gross expenditure with gross amount of grant. 

Kn the revenue section, against the estimated recoveries of R.s. 115~02 crore; the · 
actual recoveries were Rs. l76.88crore. However, in the _dpitai section, against 
the estlmated recoveries of Rs. 665.78 crore, actual recoveries were Rs. 60 I .92 
crore. Th~ shortfall occurred. mainly· under. Grant No: .. 5~Ladakh · Affairs 
Department (Rs. 3;51 crore) under Revenue Section and under Grant Nos. 
5.o.Ladakh Affairs Department. (Rs. 1.01 crore), 12~Agriculture ·Department 
(Rs. L84 crore),. 15-Consumer Affairs .and Public n·istiibution Department 
{Rs. 58.37 crore) and 19-Housing and Urban Develqpment Department 
(Rs. 2.64.crore)under Capital Sectio~. ~easons for the shortf'.a!Lthough called for, 

· were not· intimated. Grant-wise. details of deviations. from ·the original estimate·s 
are givert in Appendix-II to the Appropriation Accounts. · · 

·11~i£t~T@iiinnr~~A£~!«l.TliWJm1!t~IYi'~Il~il·. 
Standing Instructions of th.e Government. require that expenditure· booked by .. the 
Departmental Controlling . OffiCers should be rec:;onciled periodicaliy ·with •the 

. expenditure figures booked by the Senior Deputy Account~nt General· (A&E). 
Such reconciliation enables the Departmental Officers to exercise proper control 

· over the expenditure. As of .31 Octobe.r 200~, 80 controlling :officers .out ·of284, 
had not completed.the reconciliation in respect of the expenqiture of Rs. 3659AO . 
crnre, which constituted 23 per cent of the.· total net revenue and capital 

· ·expenditure. 

! ... 
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CHAPTER-III 

PERFORMANCE REVIEWS 

Name of Department Topic 

Higher Education 3.1 Jammu Uni versity 
Department 

Education Department 3.2 National Programme of Nutritional Support to 
Primary Educatio n (Mid Day Meal Scheme) --

Housing and Urban 3.3 Srinagar Development Authority 
Development Department 

Irrigation and Flood 3.4 Lift Irrigation Schemes 
Control Department 





·,. Chapter-Ill Performance Reviews . 
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. . . . 

The· University of Jammuwas · inc~rp.orated with the obje~tives of :;~parting 
education, carrying out i'ndependent research, ·advancement and dissemination 

.. · of 'knowledge, recogni#ng "and affiliating colleges, . holding" examinations, 
conferring degrees, diplomas and Qther. a.cademic distinctions. This was the first 
Universitj in the country to have its management systems certified under ISO 
9001:2000 .. ·The· teaching departments and centres. of the University have also 
developed links/research collaborations with different National/International 

·. AcademidReseafch bodies: · · · 

• • I • • • 

Resean;ch project§ were not complefod .m1 tfime. 43 per cent oll' the PhD .... 
scholars had not slll!bl!ll1lfiUedl thefilr thesis even all'ter five years. Research . , 
thesli~ of 48 schiOilars irecelived two ·months to fnve · yearn back were ;; · · 
pendftng accept~nce due to nonH11valillabliilftty of eXJPerts/schollars to · · 
evallirnate them. 

·(Paragraph: 3.1.9.2) 
. . , . 

};> . There. was· ii~ordlinate dlellay fin dedaratiollil of resullts· amid ilssllllance of 
degree«~eil-tifncates.. · . . . . · . 

. {Paiagiraphs: 3.1.JW.1 ancll 3.ll.:ll.0.3) 

... };> There was high finddence of ll"evlisfolill of_ resirnlts conseqiilllent on 
revaluations. 

(l?airag!l"aph: 3.li.:rn.2) 

. .. . . . . 

The University of Jampm was incorporated in 1969 under the· Jammu and. 
Kashmir {Jni\Tersities Act, 1969. The main objectives of the University are to 
impart education in such branches· o{ learning, as it may think· fit, provide for and 
carry out independent ;research towards advancement and. dissemination of . 

I 

knowledge, admit and maintain colleges, recognize _and· affiliate colleges ·not 
maintained by the University, hold examinations, confer degrees, diplomas and 
other acadeffiic distinctions. With a view to proyiding education -at the doorsteps 
of the learners, the Directorate of D1stance Education (DDE) was estabiished by 
the University in 1976. · · · 

. . . 

· ~~~~~~JijllffirtW!Mlr~~e~!!m\f~~~~lf:¥~~~\WR!~~~Jt~\lfr~~~§~~~£~~Jf~f~~st~t~}f'f.i 
. The Organisational set up of the University is as indicated in Chart 3. L l: 
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Chart-3.1.l 

Chancellor 

Pro-Chancellor 

Vice-Chancellor 

Pro-Vice-Chancellor t if any) 

Registrar Controller of Examinations 

Director. College Development Director. Centre fo r Quality A:.surance 

Deputy Registrar Additional Controller of Examinations 

As~istant Registrar 

3.1.3 Scope of audit 

The working of the Univer ity was last reviewed and commented upon in the 
Report of the Comptroller and Auditor General of Tndia for the year ended 3 1 
March 2002. The present performance review \Nas conducted under section 14( I ) 
of the Comptroller and Auditor General' (Duties, Powers and Conditions of 
Service) Act 1971 . The review was carried out during September 2007 to March 
2008 and covered the functioning of the University during 2003-08. 

3.1.4 Audit objectives 

The performance audit of the University was undertaken to as ess: 

~ adherence to academic norms pre cribed by the Univer ity Grant 
Commission (UGC), State/Central Government; 

);> efficiency in holding examinations, declaration of results, granting 
degrees/diplomas and distinctions; 

);> efficiency and economy in expenditure; 

);> adherence to Statutes in granting recognition and affiliation to 
colleges/institutions not maintained by the University and 

~ existence and effectiveness of internal control. 

3.1.S Audit criteria 

Audit findings were benchmarked against the following criteria. 

);> UGC norms and Tenth Five Year Plan. 

~ Statutes/Rules and Regulations and decisions of the University Council. 
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2003-04 

2004-05·. 

. 2005-06 

2006-07 

2007-08 

·. . . 
·Chapter-Ill Performa11c~ ReJ!iews . 

fr fu ri•foLltj#4. ii# j ?cffiilc•I 

>- Development Phms and Proposals .. 
. I . . . . . 

>- Statutes relating to recognition and affiliati<m ofprivate colleges: 

m:1~~K~«a:j}IJ[ifQlqI~fg*~ril?li~~~fli~!~&~iJl1!~lf$f~~1~~~~il~3l~!1t~~i~iJ~;~1; 
An entry conf~rence was. held in. August 2007; with· the Registrar, Januni.l 

· University wherein audit, objectives, scope and criteria were discussed .•. T.he exit 
conference was held (September 2008) with the Commissioner-cul11~Secl~etary, · .. 
wherein audit ·findings were discussed. ·The· records_ --of 30 mfr ··of 89 
sections/departments (Administrative Sections:· 56; Teaching Departments: 33) 
were selected on a random. sampling basis fot detailedscrutiny. The' review 
covered an expenditure 

1 

of Rs. 100~80 crore ( 42 per cent) out of tbe <total · 
expenditure of Rs. 238.90 crore during 2003-08. The important audit findings are 
discussed below. . · · · · . 

The University plans its activities for the ensuing ,..ear and submitt) its 
requirements to the State Government in advance · for .m~eting its non;plan 
.expenditure. For its infrastructural developmenr, the. University submits 
projects/plans, along with the research. projects it .intends to undertake, to the 
UGC for approval. and funding. 

The University receives funds from the State. Government to meet its requirement 
and grants .. frorri . the 1 UGC and the. Government of . India for specific ·. 
schemes/projects. Income in the form of fee,. fines, rent of hostels and residential 
buildings also accrues to1the University. The position of receipts and expenditure 
during the period under review was as m1der: . . . . 

4:03 19.72 11.82 8.71 4,83. 49.11 33.59 15.52 68 

15.52 19.90 11.56 10.51 4.24 61.73 40.08 21.65 65 

21.65 25.17 3.44 1L34 2~83 64.43 52.24 12.19 81 
.•. 

12.19 37.46 1.08 14.52 4.33 69.58 52.62 16.96 76 

i6~96 ·. 33.36 IL97 14.86 5.94 60.37 22.72 73 

~~$~~!!ft~!~ 
. _(:Source: Information furnished by the University) 

The ma~h components 9f expenditu;e. of the :university during 2003ce08 were 
administrative· and .establishment (Rs. · 174;13 crore), academic/examination 

· related (Rs. 18.02 crote), development arid co.nstructional activities (Rs . .33.67 
· crore), research/fellowship and other charges (Rs. 13.08 crore). · 

•. As is Clear froni the aboye table; th~ percentage µtilisation of the available funds 
·ranged between65 ancl 81. Underutilization of funds was attributed (April 2008) 
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to late receipt of funds from the State Government and late approval of plans and 
estimates for developmental activities by the Univer ity . It wa al o stated 
(September 2008) that underuti li zation of funds had not hampered developmental 
works. 

Scrutiny revealed that local funds amounting to Rs. 12.99 crore received by 
various departments had not been included in the internal receipts resulting in 
understatement of receipts and expenditure. Out of thi amount, Rs. 1.91 crorc 
wa spent by the University on items which were not permissible to be spent from 
the local funds. 

3.1.9 Performance of the University 

The activitie of the University can be categori ed into Research, Academic and 
Administrative. The performance of the University with reference to each of these 
activitie is discussed in the succeeding paragraphs. 

3.1.9.1 Research 

The research proj(i;cts planned by the Universit)' are got approved from the UGC 
for funding. Besides, re earch project of other agencies including tho e propo ed 
by the UGC are also undertaken by the nivel'sity. During 2002-08, the 
University undertook 33 research projects. Of the 17 projects due for completion 
as of March 2008, only three projects had been completed. There was a time over
run of one to three years in respect of 14 project due for completion up to March 
2008. Of the remaining 16 on-going projects, data in respect of 9 projects was not 
available. Audit scrutiny of 16 projects (cost: Rs. 1.26 crore) taken up during 
2002 and 2003 revealed that the projects were not completed (December 2007) 
within the stipulated period despite Rs. 1.0 I crore having been incurred on them. 
The annual progress reports, technical reports showing how far re earch 
objective have been achieved, final utili ation certificates together with audited 
statements of accounts and evidence that research papers had been publi hed in 
journals and national/internal conferences, had not been maintained/furni hed to 
the agencies funding the research projects. Therefore, the extent of achievement 
of the objectives of the research could not be verified. Out of five research 
project entru ted to the University, three projects had been left midway during 
2003-08. 

3.1.9.2 Monitorin of research rogrammes 

The Univer ity statutes require the scholars joining PhD programmes to submit 
research thesis within five years (extendable to seven years). It was, however, 
seen that out of 554 cholars registered for pur ui ng PhD between April 1998 and 
October 2003, only 306 scholars had submitted their thesis upto January 2008. 
Out of the remaining 248 cholars, 241 had yet to submit their thesis, while 
registration of seven scholar had been cancelled. It was further seen that the 
thesis of only 258 scholars (out of 306) had been accepted whereas tho e of 48 
scholars received two months to five years back had been pending approval. The 
Registrar attributed (April 2008) the delay in acceptance of thesis to 
non-availability of experts/scholars. It was further stated that the status of 241 
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scholars was being ascert~ined, \VfP.ch indicated laxity in mon'it()ring.th~research . 
programmes. · · · · · 

~1~I~»~1I~l!w1a~uo 
. In order to familiarize the student~· and. the faculty in. the ·field of Journalism an cl 
Mass .. Coriununication an~ alsb to explore. collaboration arrangements covering .· 
students and faculty, an exchange tour was arraIJ.ged to China.by theJndia~China. 
Alliance Centre. The tour.to Chii:ia was·C;:o.nducted in the month of October20o7·· 
whereon, an expenditure of Rs . .8:70 lakh had been incl!rred. Audit ?Cmtilly .· 
revealed that neither the members sent on tourto•china.were related to the.subject 
nor was any stud~nt included· in the tour, defeating the_intendedpurpose;.·. 

r~;i~~;~fitJ~~Jllfm]lflJ.,~Itlq!iJ!f 
- ·'·. · .. - . .- . - . ·. .· . 

To rejuvenate Jyotir Vigyan (Astronomy) in India, the UGC approved setting,up 
of an independent department on the subject in the Universities. The University, 

· in anticipation. of approval by.the University Council, submitted_ (April 200l} a 
· proposal to the· U GC. for setting ·up .the department U GC approved the proposal 

(July 2001) submitted by the University which included conducting courses 
leading to gradul,ltion/post graduation in Astronomy, Cosmology, Mathematics, 
etc. with Jyotir Vigyan a's the main subject and required the University to devise 

. syllabi for. the courses .. ~The period of the scheme was initially for five years, 
Audit scrutiny revealed ithat Rs; 15 lakh was releas~d (July 2001) by UGC ·for 
setting l1P a library, an observatory,a computer laboratory (lnd a horoscope bank 
forth~ purpose. The expenditure was to be incurred during 2001-02. As the 
University failed to set up the Department, UGC directed (April 2006) that the. · 

.. · amount be refunded along with penal interest. It was stated. (April Z008)by the 
Registrar that the University Council did not approve setting up. of the 
.department. The university should have obtained the approval of its . council 
before approaching the UGC fot perinission to.set up the Department. 

The administrativ.e func~ions. of the University are manifold.· Apart from looking 
after the overall deveiopment of the University itself, it is entrusted with 
conducting examinatioris, declaration of results, conferring of degrees etc. to 
students appearing in exmhinatio.ns at graduate and post-graduate (PG) levels. 

; . . . : . . , . : . . ·. ~ . I . . - . . . . . 

~11o;I~ffitrii8Blofil~es''- . 
. . . ''. '· .... ·."·'.' ·. :1. :' ...... ' ' . . ... ' . 

TheUniversity:had conducted allthe examinations on scheduled dates during the 
·.·review ·period. Howev~r,.there were delays ranging ·.froin •23 to .. 64. days in 

dedaration ofresults in respeet of under-gradµate examinations held during the 
period 2002-07. Similarly, there were delays of 11to274 days in declaration·of 
results in respect of PQ examinati9ns. The results of examinations in respec;t of 
various PG'cours~s (38'semesters)held between June 2004 and Septem])er 2007 
had not been dedared 'as of'Januaiy 2008, even after 100 to 1,270 days of due . 

. date by which result should have been dedared. The University Statutesprovide 
·for declaration of results not later than 6th week of respective dates. of termination 
of examinations; Delay~d/non declaration of results not only deprive the students 
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of planning and pursuing further studies towards employability but also reflects 
. on the inefficiency in the functioning of the University. · 

The Registrar stated (April 2008) that the delay was on accpunt ofiate receipt of 
answer scripts by evaluators, appointment of new evaluators against the ones who 
returned the answer scripts unevaluated and conducting of practical examinations 

- after the theory examination. H was assured that every effort would be made to 
declare the r~sults in time. The reply indicated that the . University has been 
appointing evaluators ina casual manner and not supervising the functioning of 
evaluators,-which is evident from the fact that answer scripts were received 
without evaluation by the.University from a number of evaluators . 

.. · . . . " 

- ' ' 

Revaluation of answer scripts. is done on the request of students who are not 
satisfied· with the valuation of their answer scripts. Out of 8,631 applications 
received during 2002-2007 for revalu.ation in respect of post-graduate courses 
(Semester I to IV), 3,752 (43 per cent) cand_idates were dedared successful and 
949 (11 per cent) candidates already declared successful improved their 
percentage. Similarly 34,611 re-valuation cases were received during 2002-07 in 
respect of unqer-graduate courses, out of which, 9, 105 (26 per ce/ltJ students were 
declared suctessful and 433 improved . their percentage. In addition, the 
percentage of successful candidates after revaluation in respect. of B.Ed · 
candidates for annual and bi.,annual examinations of 2006 was 32. This was 
indicative of lack of proper supervision of the University in valuation of answer 
scripts which ·was bound to· cause. mental agony. to the 'students apart from 
contributing to a general lack of faith in the efficiency and neutrality of the · 
examinations conducted by the Universi,ty. The Registrar stated (April 2008) that 
necessary fostructions wptild be issued .to the evaluators· in future . 

• - .-· : I • • 

§ft~l~'~I~~r1111»£iHf,~gr~~~~~~;Jaliht~~r1~i~lR~lf~~~1~@!~{E5:~~[(1i~{~~;~i~J~~~~:~s~} 
' . . . 

Degree certificates are required to be awarded to the students within one year 
from the date of declaration of results. Audit scrutiny revealed that out of 64,016 
certificates to be issued, 40,570 certificates (63 per cent) in 'respect of graduates, 
post-graduates, BEd and Engineering courses pertaining td academic sessions 
2002-03 to 2005-06 had not been issued as of February 2008. Besides, 13,468 
certificates (21 per cent) in respect of siinilar courses were is.sued after delays of 
11 to 28 months. The Assistant Registrar (Certificates) attributed (February 2008) 
the non-issuance and delayed issuance of certificates to inadequate staff. The 
reply should be viewed in the light of the fact that there was excess manpower in 
the University. The Registrar; however, assured (April 2008) that necessary steps 
would be taken in future to issue the degree certificates w.ithih the stipulated 
period, 

· ~~rlli4uF~~~Bifu'l~Il®.ilt-YJtu~~tQ~lKiiil~Iriq,~1wm.1ZP"t~I~!i§~;i~x~~;,r~fil!!. 
The position relating to procurement and utilisation of examination forms during. 
the period 2003-08 (December 2007) was as indicated in Table 3 .1.2: · 
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2003-04 

2004-05 

2005-06 

2006~07 

2001-08 
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. Table 3.1.2 

. 40,070 1,97,500 ': 2,37,570 1,24,080. 1,13,490 52 

l, 13,490 . 95,000. •• \2,08,490 1,29,610 78,880 62 

78,880 1,35,000 2,13,880 1,47,452 66,428 . 69 
.. 

66,428 1,40,000 . '2,06,428 1,66;017 40,411 80 

40,411 2,00~000 2,40,411 1,55,708 84,703 65 
(Source: Information furnished by Unive~sity) 

As would be clear from.the above table; the percentage utilisation of examination 
forms ranged between 52 anp 80 which indicated printing and procurement of 
examination forms far in exbess of requirements. ·The Registrar stated (April .· 
2008)that special care in prin~ing of forms "would be taken. . . 

' . . 

Audit scrutiny (December 2007) of the records of the Directorate· of Distance 
Education (DDE) revealed that the expenditure towards printing of study material 
for various correspondence courses had· exceeded the budget provisions during 
the period 2003-04 to 2006-07 «resulting in accumulation of a financial Ii~bility of 

. Rs. 1.03 crore despite availabili_ty of fm:ids· ranging between Rs. 12.19 crore and 
.R-;'22.72 crore, with the Univ~rsity at the close of the financial years during the 

· . period (2003-08). The Registrar, however:, r~plied (April 2008) that the liability 
· ·would be cleared in the near futt'.tre from internal resources. · 

·. . . ·-_· . ·; - . . . . 

The Tenth Five Year Plan, inter alia, exhorted the Universities to adopt a new 
· strategy for giving quality edud1tion at graduate and undergraduate levels and 

inculcate skills in the students by providing ~kill related courses,. to enable them 
.. to. launch into professional field'$. The Universities were required to make the 

··. three year ·structure more flexible so as to allow students to pursue both degree · 
·.. . . . . . . .. 1. . 

and utility-oriented certificate/diploma programmes together. The students would. 
thus have a passport to employm~nt and a better life. Scrutiny revealed that the 
University had not adopted the~ approach to widen the knowledge base of 

· students. The Registrar stated (April 2008) that theJJnivyrsity had already laid 
· ympha:sis on skill oriented education py opening -p~w: .streams· in post-graduate 

departments be'sides, courses in B_CNBPEd which.also fetch employment to the 
: students. Action to make educatioh skill-oriented at college level had not been 

. .. ·• irltroduced as envisaged in the Tetlth Plan DocumeJt,' as it continued to provide 
.· ./'.:t!;atjitional. educ.ation. Providing of\courses mentioned! in the reply do not fulfill 

i·,~ff.e conditions laid down in the Te~th plan as the c()~rses run by the University 
\ ,carinofbe pursued by the students'iri addition to the normal subjects where the 

.•'''.·:· .. ·.· . . . ·i-· •. 
,~'': '(:bµrses provided are of 2-3 years' duration.··. 
· .. .-:; .. .-•·:··.·:. :·· .-:. .· ... : \ 

-·· · 13TIOli~""m~elf!~~~mr~rr 
, :·~:.·~~,f+~~l1;1> .. ~!}»:a . , . i i 

•Jamiri.u. and Kaslim.it' Private . Colleges 'Regulations and · (:ontrol Ryles 2005' 
' e:o"visage. assessrri~nt of .area and avai~ability of resources fof;~~tablishment of new 

private BEd CoUege~_]Jy the Govem~ent. Scrutiny of rec§flgs· (Dece111¥?.~r 2007) 
·revealed that 42 out ·ar 64 colleges !.established in Janµnu pivision have1'beyn 
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running in Jammu district alone and only 22 had been functioning in five other 
districts . The Registrar stated (February/April 2008) that power for grant of ' no 
objection certificate' for opening of colleges "ested with the Government. 

The grant of affiliation to the colleges is subject to evaluation !Jy the Univer. ity , 
of the available infrastructural facilities (separate plot of land measuring a 
minimum of 8 kana/s, separate college complex, separate hostel for boy. and 
girls, Library, etc. and quality of inputs) required for making the instructional 
process effective and meaningful. Audit scrutiny, however, revealed that out of 17 
BEd colleges, nine colleges were granted affiliation despite not fulfilling ,the 
necessary preconditions, viz. more than one college was housed on the same plot 
of land, documentary evidence for title to land was not available or was di sputed, 
etc., which indicated that affiliations were granted in a casual manner without 
ensuring availability of necessary infrastructure. Four 1 out of nine colleges, 
visited by the audit team, were found to be deficient in infrastructure, adequate 
facilitie , library, etc. which underscores the audit observation. 

The Registrar stated (April 2008) that affiliations have been accorded in a careful 
manner as no college had been granted permanent affiliation and infra tructure 
required to impart education was sufficient. However, statu of improvement of 
inf rastructure/upgradation on the cases pointed out wa not furnished to audit. 
Further, the Act does not contain any provision whereunder, temporary affiliation 
could be granted. 

3.1.11 Inventory management 

The University offered cour es on computers and a Computer Centre wa et up 
with adequate number of programmers for development of software for teaching 
and other wings. 

~ Requirement/necessity for purchase of computers and allied equipment 
had not been as essed/ascertained realistically. Computers and allied 
equipment (33) costing Rs. I 0.6 1 lakh were purchased during January 
2004 to March 2006 without immediate requirement as the equipment 
were issued to u ers after periods of 15 to 37 months from the date of 
receipt. Further, 68 computers and laptops worth Rs. 32.72 ·1akh had been 
issued to 31 faculty members without assessing requirement a they were 
already in po session of more than one computer/laptop. It was also seen 
that seven faculty members had been provided two computers each and 
three faculty members had been provided three, four and eight computers 
each. 

Out of a total inventory of 540 computers in 32 PG departments, 395 
(73 per cent) had been issued to faculty/office and only 145 (27 per cent) 
had been installed in laboratories of 19 department , out of which only 35 
systems had been connected with the internet facility for use by tudents. 
This indicated that infrastructure made available to tudents wa grossly 
inadequate. 

JK college of ~ucation Kujwani, Jammu; Tagore college of Education Akalpur; Sacred Heart 
college of Educauon, Manda College of Education Sanik Colony, Jammu 
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)>. · Warranty of computers and allied. equipment costing Rs. 89.35 lakh 
purchased during 2003-04 had since expired. No Annual Maintenance 

· Contract was executed nor was any action taken to get the equipment 
repaired. As ·a result, equipment costing Rs .. 27 .15 l::j.kh could not be 
repaired and was lying non-functional. 

Thus, the equipment purchased had remained largely underutilized. The 
Registrar stated (April 2008) that the distribution of equipment would be 

. revieweq and stepsiwould be taken to repair the equipment. 
. . . , . . 

· )> For up-gradation ·of the Computer Centre, a . non-recurring grant of 
Rs. 12 lakh was approved {January 2007). by the UGC. An amount of 
Rs. 9.60 Iakh was released (January 2007) for utilization during 2006-07 
to.wards purchase ahd setting up of servers, line printer and network 
equipment/infrastructure, Audit scrutiny revealed that as the . said grant 
was not utilized during the year, the University lost the opportunity of 
upgrading the Computer Centre because conditions attached to the release 
of grant did not provide for carryover of unspent grants to the next 
financial year. Inaction of the University had not only blocked the funds 
but also attracted irtterest of Rs. 0.67 lakh, (six-per cent) perannum; up to 
February·2b08 as perstipulations of the release order .. · . 

The Director, Computer Centre stated (F~bruary 2008) that the Registrar 
of the University had been reqtH!sted to forward the request to UGC for 
extension in time for placing supply orders for purchase of the equipment. 
The Registrar, however, stated {April 2008) that the funds would be 
utilised in 2008-09 i

1

n case the validity- of the sanction was extended. 

~~~[~m!Jr:~nlmf!ifili:«1lit~~~'rfiartll~J~I~J.i1if~;,1~~11i~~f~i~1!I~[f.~j~~f~Trill~2:~;wr,;', 
. ·Article 3 8 . of . the J ammu and Kash~ir ·Universities Act 1969 _ requires · the 

University to ·get annual ·accounts a~dited by an auditor appointed by the 
Government. ·Further, ari Expert ·Committee constituted . by the Union 
Government, Ministry of Finance, on the recomf11endations (1998) of a . 
Parli11ment Committee on Papers also prescribed (November 2000) a common 
format of accounts 2 for all the autonomous bodies. The University had not, 
however, prepared its annual accounts since its inception; consequently, the true 
financial position of the University could not be ascertained. Despite having been 
pointed out in the Report of the Comptroller and Auditor General of India for the 
year ended 31 March 2002, nO)l.ction had been taken .in this regard, indicating 
lack of commitment on the· part of the University in preparing the 11ccounts and 
ensuring transparency injts activities>'fhe Registrar assured (April 2008) that the 
annual accounts would.be·maintained and auqited as per the University Act. 

Cash Books in resp~·ct 6f ·C~~us' fund, Paymen~ ·Seat Fund and Development . 
Fund/Infrastructure-Auditorfo111°;pund were not maintained in the prescribed form. 
Ledger accounts were not n1airitaineq in the prescribed form. Bank reconciliation 

· had' not been conducted and Asset. Register had not been maintained. The 

2 Balance Sheet, Income and. Expenditure Account, Receipt and Payment Account, Schedules to 
these financial statements, disclosure of accounting policies, :etc, 

49 



Audi( Report for the year ended 31March2008 
1-,,.s'!·f\M'!!"'if'·ilOil•+s--·B· es ,.........,,!ti S"'i&! "B+iii!§ifi>""? --+a ., , ar #M·-·•&5w'"' 'ff"',:i;;& rl,..,...., ;+iili;!fftf 9"fu'ii 5ffi£5~ 4·Me&Wi¥& ~""?i'lfflS? ¥64+E•·'1?if!H n 

University assured (April 2008) that cash books in respect of all funds, ledger 
accounts/asset register would be maintained and bank reconciliation would be 
conducted. 

As pe1· Rule 8.28 of the J&K Financial Code Vol-I, physical verification of stores 
is required to be conducted at least once a year to avoid loss due to fraud, theft or 
negligence. Similarly, as per Statutes of the University, P.hysical verification of 
library has to be conducted every three years. 

Audit scrutiny revealed that neither the periodicalinspectio11 nor annual physical 
verification had been conducted. Physical verification of Central Library 
(Dhanvantry Library), which had a collection of nearly 3:5 lakh books and 250 
current periodicals had also notbeen conducted. 

- . . I 

Scrutiny also revealed a delay of 11 to 4,699 days in ·returning 61 books which 
attracted overdue charges of Rs. 8,566 ·which had not been recovered from the 
concerned borrowers. In addition, 95 books costing Rs. 22,874 borrowed from the 
library, one to 18 years back, had not be~n returned to the Central Library 
{March 2008). 

Internal audit is an important component of internal control mechanism. After 
finalizing audit plans annually, the internal audit wing was reqHired to conduct 
audit in Post Graduate . Departments and Administratiye Sections to ensure 
economic, efficient and effective functioning. Audit was ·not conducted by . 
intyrnal audit wing of the University during 2002-05 and, 2006-07 .and only 30 
per cent of the PG Departments were covered by the wirrg during 2005-06. The 
Registrar stated (April 2008) that steps would ·be taken to strengthen the internal 
audit wing so that the records. of the University are subjected to che·ck at regular 
intervals. The r~ply is not tenable as the wing had adequate strength, as 
sanctioned. 

. . 

The University has distinguished itself by qualifying for ISO certification. 
However, there are significant weaknesses in the control environment relating to 
academic activities of the University as evidenced by non completion of research 
projects, delays in declaration o.f results, issuance of degiees and undervaluation 
of answer scripts. No emphasis was laid on linking of undergraduate courses to 
employment opportunities as detailed in the Tenth Plan. Granting of affiliations to 
a number of colleges contravened regulations. Accountability is affected as 
accounts have not been prepared since the inception of the. University. , . 

);;>. The projects/research works undertaken by the students/scholars need to 
be monitored properly. 
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Efforts should b~ made to. ftilfill the reauirements of the Tenth Phm t~ 
inculcate skills in the students at gradu~te and undergraduate levels, to 
launch them into professional world on completion of their education. · 

The process of. ~valuation of answ~r ~cripts, declaration of results, and 
issuance of degrees ~eeds to be improved with emphasis on 
standardisation arid timeliness~ . 

· .• ·.1 . 
• );>. Accounts should ~e prepared ~xpeditiously and got audited by the auditors 

appointed by the !Government, to ensure transparency iii the ac;tivities of 
the University. ' · .· · . · · 

. ' 
I 
I 

! 

5.1 
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Education Department 

3.2 National Programme of Nutritional Support to Primary Education 
(Mid Day Meal Scheme) 

The Mid Day Meal scheme was launched by the Government of India in the 
State 011 l s' September 2004 with the objective of boosting primary education by 
increasing enrolment, retention and attendance of students in Government 
schools and EGS centres. While the implementation of the programme resulted 
in an increase in the rate of attendance of the students in the schools the actual 
enrolment has declined during 2004-08. 

Highlights 

~ The average utilisation of funds during 2004-08 was only 41 per cent. 

(Paragraph: 3.2.8.2) 

Average consumption of food grains per child per school day during 
2005-08 was only 77 .90 gms, against 100 gms envisaged in the 
programme guidelines. 

(Paragraph: 3.2.9.2) 

There was no mechanism to ascertain that food grains supplied 
conformed to the FAQ specification, so that it did not have any 
adverse impact on the children. 

(Paragraph 3.2.9.6) 

Infrastructure was inadequate; Rs. 34.89 crore, released during 
2006-08, for construction of kitchen-cum-store were not utilised; as a 
result meals were prepared in class rooms and open spaces. 

(Paragraph: 3.2.10.1) 

3.2.1 Introduction 

The National Programme of Nutritional Support to Primary Education, popularly 
known as 'Mid Day Meal Scheme' (MDMS), was launched by the GOI in the 
State on IM September 2004 with an initial coverage of about one lakh children. 
The objective of the scheme is to boost universalisation of primary education by 
increasing enrolment, retention and attendance and also to prcwide nutrition to 
children at primary level. The scope of the scheme was expanded to cover all the 
children up to Class V in Government Schools and Employment Guarantee 
Scheme (EGS) centers from 1st April 2005. 

3.2.2 Organisational setu 

The scheme is implemented through the Department of School Education which 
acts as the nodal agency. The implementation of the scheme is being overseen at 
the district level by the Deputy Commissioner and at the village level by the 
Village Education Committees (VEC). The organ isational set up for 
implementation of the scheme i as indicated in Chart 3.2.1 : 
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· Chart~3.2.1 .· 

·. · Secretaiy'to Government · . 
(De artlnentofSchool Education) 

· Directo(School Education 
Kashmir Division · 

' . ' 
· ZonaLEducation Officers (104) ·.· · 

Dir~ctor, ~chool Education .. 
. Jamnii.1 DiviSion · · 

Distriet Chief Education Officers(6) ·. 

ZonaLEducation Officers (96) · 

.··Thy performance audit of,the MDMS.,Was:coil(fl1¢tedbet~e¢n May and July 2008 
··. by. a test-:check of ·the. records . of :~ tile ~Adirti~i~tr~tEie<Dep~rtment; both the· 

·.· pil"ectors of School Education, 10 (ol1t ofi4)38hiefEdutatfonOffiCers·and .174 
· : schdqls/EGS cenU,.es (oufof _22,'053 ·s6l109I~/EQS ·-C~ritres) ~elected on random 

saiµp~lng basis, coveri9gJhe period 20()4;08::> ( ' ·,·. ' '' ' ' '' ' 
;' ,. 

. 'r?:~~~t·~ -' 13,2~""J~ 
•',~t!~~,;. 

. : P~J6nria~c;e. audit. of t11~ ~cherne was cargeci.o.ut tO. ;~rify \\/bether: 

)>; , ,. - .the scli~fl,le achieved it~ ptjpGip~l. objective of u11iversalisation of primary . 
. educadoll'by improvirig enrolment, a~teI1darice and retention of Ghildren; 

' );>) • ' the s,cheine achieved its secondary, ob]eciive ofimptoving the 'nutritional 
· ·· .,status ofchildr~ninthe primacy classes;: · · · 

' ·. ··,;p. · .. ' . '' ' rri~als were provided to .students as per norms; '• 

~ . ..i~fr~~tructllre ·a~ 
1

envisaged. under . the scheme ·. w.as created and utilised 
properly; .. 

. );>
0< fmancial 1Ilanagehient was· efficient and funds >provided ·were utilised 

effectively t9 achieve tJ:ie annual targets; and 
,. . .. . . , . I . . • 

· .. );>· ' •. • . prop~~1l1onitbting was carried out. 

·· .. ······~~iWi!1l~8]!![~1iF.~t~ih~~&i~dlll~fli1iI~l~!5~1~~~ 
•... · .•.. · . . . . . . · .. I . . . 

/\udit findings we~e benchmarked against the following criteria: 

· .~ ·.Guidelines ofthesbheme. 

;;... · Quality assurance norms of food. 

·· ~ · Financial mies of the State. 

•~ ·Prescribed monitor~ng mechanism. 

·3~~~ll9:ct:af-111RWiilC~lfi!~!~J!li~11 . . . . . . . . - . 

Before taking up the reyfow, an entry conference was held with the Secretary, 
. · ·. Education Department in May 2008 wherein audit objectives,. scope and criteria 

wer~ dis9ussed. The findings arising from the audit were also discussed with the 
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· Secretary, Education Department in September 2008 in an e~it conference and the · 
views of the .·Department ·have ·been ·suitably incorporat¢d in the review at 
appropriate places. 

Significant audit findings are discussed below. 
. . ·. - . .. . - ' .. - . - . 

. - - . : ·' - - . . ; . 

Guidelines of the programme require the Staty Government to prepare a 
comprehensive Annual Work Plan and Budget (A WP&B} based on the 
information maintained at school level and consolidated· at Block, District and 
State level. The A WP&'B should contain the details of 111ana:gement structure, 
implementation process, monitoring system, evaluation studies, assessment and 
requirement of foodgrains and funds.for implementation of, the programme. The 
nodal agency had not p~epared A:WP&B during 2005-07and had.been submitting 
the details only of enrolment to the GOI, for seeking assista~ce under the scheme. 

Based on the enrolment figures furnished b'y the nodal, agency, the 001 provides 
funds for various components of the schyme viz~ conversion c;ost; construction of 
kitchen~cmn-sfore · (KS), . kitchen devices and· monitoring, management and 
evaluation. The GOI also allocates foqd grains and transportation cost thereon 
based on enrolment data and requirement projected by the State Government. The 
food grains are lifted from Food Corporation of India {FCI) godowns by the 
·CAPD3 and supplied to the district depots for lifting by the schools on the basis of · 
monthly indents· issued by the.Zonal Education Officer_s. · · 

Funds required for implementation of the programmearer~leased by theGOlin · 
tWo equal instalments in April/May and September/October ~ach year. Release of 
sec011d instalment is based on the.progress of expenditure in~urred.out of thefirst' 
released instaimeilt. Various components of the scheme tq be financed by the 
Central ~nd State Governments and changes over the years are summarised in the· 
Table 3.2.1: · · . . · . . 

i 

· Consumer Affairs and Public Distribution Department. 
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Food grains 

Transportation 

Cost of cooking 

Infrastructure 

Cost of 100 grams 
of food grains per. 
child per school 
day reimburs.ed to 
FCI 

From 1.10.2004 

Subsidy at the rate 
of Rs: 100 per 
quintal 

Re. I per child per 
school day . 

Consttuction of 
Ki!Chen: Funds 

. available under 
SGRY,NSDP, 
SJSRY4 . 

Ddnking water: 
Funds available 
under SSA, 
ARWSP5 and 
Swajalqhara 
programme 

Utensils:. Funds 
availabie under 
SSA fioin annual 
school grant of Rs. 
2,000 per school 

Monitodng Not less than 0.9 
.· Management and per ceiztoiihe total 
Evaluation · assistance on food 

grain, transport and 
cooking cost'for 
2004-Ci~ . 

Nil 

. : 
I 

Remai:ning cost . 
of 'I 

I 
I ' transp9rtat10n 
! 
! 
I 
I 

· Remai'nirig cost 
ofcoo~ing 

I 
I 
I 

1-. ·. 
Remaining cost 

Nil 

i 
I I 
i 

···.: 

i 
I 

"·I 
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Table3:2.ll 

Cost of 100 grams of 
food grains per child' 
per sshool .day 
reimbursed to FCI 

Subsidy at therate of 
Rs 100 per quintal · · 

Rs .. 1.50 per child per 
school day 

Cost of kitchen: 
Maximum of. 
Rs. 60,000 per unit 
per school and funds 
availabie under other 
dev.elopment · 

· progrnmme 

Kitchen Devices: 
Over all average of • 
Rs; 5,000.per school. 
for. the State on actual 
expenditure basis and 
funds available under 
. other: development 

·. programmes. 

]llot less than 1.8 per 
cent of the total · 

· assistance·on food 
grains, transport .and 
cooking from 2005-06 . 

Nil Cost of 150' Nil 
grams of food 
grains per child. 
per school day 
reimbursed to 
FCI 

Remaining Subsidy atthe 
cost of rate of Rs. 125 

·· ttansportatipn . per qui.ntal 

State to Rs. 2 per child State to 
contribute a per school day cont1:ibute a 
minimum of .minimiimof 
Rs. _o~·so.per R$. 0.50 per 
.child ·• child 

I . . . . . . 
4 SGRY (Sampoorna: Grameen Rozgar Yojana), NSDP'(N'atiqnal Slum Development Programme) 

SJSRY (SwarnaJ~yantJShehri RozgarYojana) · .. · ·. · .. ··... . · · . 
SSA (Sarva Shiksha Abhiyan), ARWSP (Accelerated Rural· Water Supply Programme) 
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Year 

2004-05 

2005-06 

2006-07 

2007-08 

Audit Report f or the year ended 31March2008 

3.2.8.2 Allocation and expenditure 

The details of year-wise budget allocation and expend iture incurred thereagainst 
are given below: 

Table 3.2.2 (Ru pees in crorc) 

<· 
Allocation Expenditure 

Opening ~- Closing Percentage 
balance State State balance6 util isation 

GOI share Total GOI share Total 

- 2.47 2. 10 4.57 - 1.46 1.4(- 2.47 :n 

2.47 14.70 5.00 22. 17 4.34 4.84 9. 18 12.83 4 1 

12.83 48.23 6.95 55. 18 19.32 6.95 26.27 4 1.74 48 

41.74 39. 16 I l .86 92.76 30.46 10.86 41.32 50.44 45 

Total 104.56 25.91 174.68 54.12 24.11 78.23 

(Source: Planning Depanmenl) 

As is evident from the above, the average utili sation of funds was only 4 1 per 
cent during 2004-08. The short utilisation of fu nd was attributed (August 2008) 
by the Joint Director (Planning) to late receipt of the concurrence of Finance 
Department for utilisation of Central assistance by the implementing agencies. 
Audit scruti ny revealed that Rs. 57.23 crore, released by the GO! during 
2004-08, were released to the implementing agencies by the State Government 
after delays ranging between two and 12 months, averaging four months, as 
tabulated below: 

Table 3.2.3 

Date of release of 
Amount 

Released to 
Year funds by the (Rs in crore) Directorate Janunu Period of delay 

Government of India and Kashmir 

2004-05 22.03.2005 2.47 08 Ju ly 2005 3 Months 

2005-06 30.05.2005 1.87 08 Seplember 2005 3 Monlhs 

22.02.2006 12.82 27 J une 2006 4 Months 

14 February 2007 12 months 

2006-07 22. 12.2006 11.47 22 March 2007 3 Months 

2007-08 30.05.2007 8.73 09 August 2007 2 Months 

23. 11 .2007 13.7 1 20 February 2008 3 Months 

3. 10.2007 6. 16 03 January 2008 3 Months 

The delay in the re lease of funds resulted in issuance of uncooked food grains to 
the students in Leh and Kargi l districts. The cooking cost in other di strict , due to 
delayed release, was either met by the teachers from their own pockets or the 
expenditure had been met out of the local funds otherwise meant for improvement 
of the schools. It was also seen that the amount of Rs. 12.82 crore released in 

State share not inc luded in closing balance as it lapses at the close of the financial year. GOl fund\ 
are revalidated. 
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. ·· . 2006-Q7 W(lS shown to Ji~v~ been folly: spent th1ring 2005_'-06 by the Assis~ant 
. Dii-ector Planping, r(!SUltipg in oversfat¢ment qf ~xpenditilre_ during the year. 

·1:~tar~1~t,.11mnttiim~ara11~•~•-ii5llt~11 .· . : ... ·.··. ·.·I . . -·: . . ·.· .. - . - ·. ·.· : . ·. 
Various . components . of the scheme on which expenditure ·was inc;urred · were 
cooking7 .£OSt (Rs, 72.65 crore),. idtchen infrastructure . (Rs. 5.57- crore) _and_ 

. monitoring (Rs. 1.30 lakh)as detailed below. · ·· · 
. . . . ; . . ' . 

: I . 

Table3.2:4 . 

.. 

E L46 4.84 . 4'.33 6.95. 19:32 24.11 48.54 

Constr~ction A 30.52' 4.37 34.89 
of kitchen-

E 
cum~store 

.. 

Kitchen A . . ,. ·.• 
5.60 0.36 .-

E 5:57 

Monitoring • A - • .. 0:01 .·, 0.64 - 0.84 

E 
.. 

0:01 . ' ·· .. .. -
. Source: Figures supplied by th(! State Govemment(Plarining Department) (A: Alfocatfon; E: Expenditure)' 

I .. , . • .• . . -~ . 

. ·. As can be seen above, ltlle Departll'lenthad utiliseclo11ly Rs. 72.65 crore as 
cooking east during 2-00LlL::OS against the·-allotinent. of Rs. · 88~13 crore.:An ·amount 
of Rs: 34.89. crore allotte~ for constrilctionofKS in-~Clmols during 2006-08, had 

. not been utilised and fpod: grruns :' were stored ru)d meals were prepared in 
·.classrooms.as .. brought .c>ut in paragraph 3'2.10;1. Rtip~es36~40 lakh received 
during 2007-08 for plir~tj~~(f .()f kitchen devfoes,for 728 .Educationany·Backward 

5.96 

5.57 

1.49 

0.01 

. Blocks (EBB} had not , been releas~d by : the State · Government to the 
.· irriplemeritfogagencies.-Qut of Rs:-j.48 crore.proVidecl (2005,08),forMonitoring, . 

Management andEvalm¥on .{MME), Rs. -.l~4Tcrore reµi(lin~d un-'utilised as of · 
A11gust 2008 (ls bro~ghttjutinparagtaph32.13-.: · · 

. . . . I . . . . . . 

.· :. ; .... - ' . '»· ' . . ... - -· ::, .1 ~ -- : ... '. ... ·_ ..... - ... , .. ·. ,· : - .. :· ... ·: .. -'_ : -> -! .·· •• 

. The State Goverm.nent is1'required to slibinit WiHsation certificates (UG_s) for the 
: amount releaseci by. the poi to en~ur~·release of sub_sequ~ntjnstalmetits. Any 
· balance rema~ninR µnsp~nt_ ~s deduet~d from ~sub.seq-uent releases; Against an 

. arnorlnt oLRs.· 70.51 cr9re 8 due· on __ account of cooking cost payable in two. 
. instalments during 2004~08, the. State Govefliinent received only Rs. 5 Lb7 crore · 
· (lnrespect of primary st~ge) as thefirstiristallI1erit; 'aftef deducting the 'unspe11l 
balance of Rs. 6.89 crorlfor the y~ars 2004-'07. As the State Government failed 
to submit UCs, the secon~ in~talme~tfor the- ye_ars2005:.06 and 2006~07 were .n~t . 
. released, entailing loss o~financial a,ssi_sta11ce of Rs'. 19:44 crore which had been 
met partly by the State Gci>Veinment from its ow~:res9urces: -. ... . . "" . · .. 

I ; - . . 

7 

8 .·• 
Conversion cost and hortorariui:n for cooking provi,ded'under State share 
Based on the san~tions i 1~sued by the Goveinment of India -
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The Assistant Director, Planning stated that due to late receipt of information 
from the fi e ld functionaries, :JCs could not be submitted in time. The reply is 
indicati ve of failure of the Department to evolve a mechanism to gather the 
required information from ics field functionaries even after three years of 
operationali ation of the programme. 

3.2.8.5 Allocation and efil)eaditure of cooking cost 

Based on the enrolment figure of the State Government, the cost of cooking to 
be released by the GOI was R . 72.53 crore during 2004-08. However despite 
short release of funds relating to cost of cooking by GOI/S tate Government, the 
Department was not able to util ise the available funds, as tabulated below: 

Table 3.2.5 

R ( upees m cm rc ) 

Year Cost of cooking due 9 Funds Released Expenditure 

GOI State Total GOI State TotaJ GOI State Total 

2004-05 NA NA NA 2.47'0 2.107 4.577 Nil 1.467 1.467 

2005-06 18.02 9.00 27.02 14.69 5.00 19.69 17. 16 11 4.84 22.00 

2006-07 27.08 6.77 33.85 11.47 6.95 18.42 6.49 6.95 13.44 

2007-08 27.43 6.85 34.: 8 33.59 11 .86 45.45 24.89 10.86 35.75 

Total 72.53 22.62 95.JS 62.22 25.91 88.13 48.54 24.11 72.65 

(Source: Statement furnished by the Nodal agency.) 

As can be seen from the above table, against the due amount of Rs. 95. 15 crore as 
cooking cost covering both primary and upper primary students, an amount of 
Rs. 88. 13 crore was released as cooking cost by the GOI/State Government 
during 2005-08. The Department could utilise only Rs. 72.65 crore (82 per cent) 
of the released amount for the purpose. The cooking cost as such was allocated in 
excess of requirement due to incorrect data relating to enrolment and resulted in 

' non-utili ation of Rs. 4.53 crore, despite short release of Rs. six crore during 
2006-08 in the test checked districts. On the other hand, despite avai lability of 
funds for cooking, 47 schools in three districts short-received cooking cost 
amounting to Rs. 4.45 lakh. Consequently, meals were not served in these schools 
for the prescribed number of days. 

As per the guidelines, honorarium for cooking of meals was to be borne by the 
State Government. However, against Rs. 25.9 1 crore released by the State 
Government between 2004-05 and 2007-08 for the purpose, the Department 
utilized Rs. 24.11 crore and expended Rs. 9.72 lakh from Central Assistance, in 
contravention of the programme guideliiies. The CEO Jammu stated (June 2008) 
that since State funds was not provided for payment of honorarium to cooks in 
Employment Guarantee Scheme (EGS) centres, the amount was met from the 
Central Assistance. 

9 

10 

I I 

Calculated for 180 days, 185 days and 196 days for the years 2005-06, 2006-07, 2007-08 
respectively 
Not included in the totals 
Including Rs. 2.47 crore released during 2004-05 
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r~~1~mg~@mm1JtfUII[JYli11i~1111J1wt~111~wztil~~l~~~~~~~~}f~~~g~1Vt · 
. Food .grains required for in:.plementation of the scheme were provided free of cost . 
by the GOI through the FCI based cm the requirement projected by the State -

- .- _ Government, as worked out from the enrolment figures .. 

-~~~!Wm!tt:qrmJ!lt -
. A systein of reliable and consistent data capture with regard to enrolment figures 
was crucial for successfol implementation of the .programme, as it provided the 

. starting point and formed the basis. for assessment of the requirement and 
- allocation of foodgrains by the GOl The Staie Government did not establish a __ 
. reliable and consistent data capture system with regard to enrolment figures. The 

enrolment figures communicated to GOI were - far in excess of the actual 
enrolment during 2004-:07 as depicted in the table below . 

. 'iai>1e 3.2.6 

-. 2005-06 . 1028425 187579 1001081 . 180195 
2006-07 ·_ 10936.13 195515 975954 .. 180551 (+} 14964 
2007-08 . 932972 •• -. 182862'.4 

. - 932972 182862 Nil 

TotaK 22,348 
. . I 

·(Source: GOI releases; NA: No! availabl.") 
. . . . 

The details of actual numqer of children covered and foodgrains lifted/consumed 
- during 2004-05 under the prngramme launched (September 2004) with an initial 

coverage of one lakh.children were not available with the Departrrient. In respect 
of the years for which dat~ was made available to audit, it was seen that due Jo . 

. . . , I . , . . . . 

projection of inflated figures, an excess allocation of 2,234.80 MTs of food grains 
was made by the GOI. The Joint Director (Planning) stated that discrepancies in 
figures would be looked· into and got clarified from the Directors, -which indicated 
non-existence of a reliable :database at the apex_ level. 

. . : . 
~.:i.v.¥.T;;'~~i;.anJjlJ~~il<;RFPt:f!!'iJi'. 

_ -~!~~~~m..~giQ!t-~:!Mt ... 

The main objective of the' scheme; b~sides providing nutritional support, was to 
increase enrolmenfof sn.idents at primarylevel. H9wever, despite increasein the 
atteridarice rate in schools, the. enrolment of students decreased from .10,01,081 
students in 2005-06 to 9,75:954 students in 2006~07 (decline of 2.5 per cent) and 
further declined. to 9,32,972 students ill 2007-08 (decline of 4.5 per cent), . 
Reasons for decrease 'in enrolment of the students were yet to be furnished by the 

··Department. Audit scrutiI1y in seven test-checked districts revealed that the. 

. 12 

13. 
As per State budget . . _ _ _. . 

· Calculated at a rate of 100 gms per child' per school day for 180 days during 2005-06 and 185 days 

14 
·for 2006~07 - . . . 
including unspent balance of l~,498 quintals of food grain as on 3L3.2007 · 
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decrease in enrolment ranged between 6 and 32 per cent (averag~ 18 per ce'nt) as 
indicated in Table 3.2.7. · · . · 

TalJle 3.2. 7 . 

Kupwara 20 1040 . 328 32 

Udhampur 20 705 ·54 8 

Pulwama 20 1781. 439· 25 
',• 

Rajouri 20 873 54 6. 

Srinagar IO 280 32 II 

Jammu 10 413 . 52 13 

Projection of excess enrolment resulted-in aHocatfon of excess fqodgrains by the 
GOI. The State Government could not however, lift the entire quantity allocated 
nor could it use the quantity actually lifted from the FCI depots. The details are 
given below: 

Table3.2.8 (in Quintals) -

2005-06 NA 1,87,579.30 1,44,386.38 1,37,801.44 ·6,:S84.94 

2006-07 6,584.94 1;95,514.74. 1,38,085.71 1,28,'551.&1 16,118:84 

2007-08 16,118,84 1,66,363.80 1,64,400.70 l,57,323.70 23,195.84 

Source: Utilisation certificates submitted by Secretary Department of Education 
* Figures for 2004-05 are not available with the Department, hence not included. in the toial figure 

As cat1 be seen from the above, ~gainst· the allocation of 5,49,458 MTs, the 
Department' lifted only 4,46,873 MTs (81 per cent) of; food grains during · 
2005-08. The quantity lifted· was not utilized in full_ and: the shortfall ranged 
between four and seven per cen{during the corresponding years. 

The programme guidelines pro~ided.for·serving of cooked:meaI on all working 
days at the rate of :100 gms per cP,ild .per school day. It was however, seen that the 
average quantity of meals served was IC>wer than the prescribed riorrnsand ranged 
between 71 arid 86 gms per child per school day during; 2005-08 as detailed 
belbw: : · · '· · 
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2004-05* NA 
'.W05~06 10,01,081 i 1,37,801.44 . 

2006-07 ,_9,75,954 l,28,55L81 

2007-08 9,32,972 1,57,323.70 
Source: Utilisation certificates subinitted by Department of Education 
*Figures for 2004c05 are not avaiiable with the Department.. · 

NA 
76.47 

7Ll9 

86.03 

Non serying of -prescri.bbd quantity of food was bound to affe~t the nutritional 
level of children thereby defeating the objective. ofthe programme. Audit scrutiny 

;- of 30 schools (Ja:mmu aild Kathua) revealed -that 4,171 children were provided 
less (totalling to 54.44 quintals) quantity of food during 2005-08, which was way 
below the prescribed norins. Scrutiny of records also revealed that the school days 
during which meals wer~ not served, ranged betweeri 12 m;i.d 21 per cent during 
2005-06 and 2007-08 as tabulated below: · -

2007-08 39 2039 1.191. 11.67 
Source: School records 

Itwas seen in audit that mid day meals_ were inost1y riot served during the months 
of September _ and Octo,ber in Jammu district and -in the month of March in 
BaramuHa district due to,stockouts. . . 

·. . . - ,. . ' ' . . . ·. . . 
QZ.,~'1¥~~_,,.,,q;,"'3l~~"'?'~~'lm;\t<j~"iti'iilii~4"'""'~~k8/'i,"~'~d~""'fi!!t:x~~~~?~>.'.\'~~il'tl'-~~E~:lji 
~~~~~2~~~~~¥1U.2rJlJ.~·ll1i~PT9Aep~llO<lSA~~~~~~·~~~2~~r~t~~~~J"~~~~~f~.fil_~~ 

.Cooked meai was not_ s~rved to the.-students in-Leh district during 2005-06 and· 
.2006-07 and inKargil district during 2005,.06. The CEO, however, provided dry 
foodgrains alon:gwith . the cooking cost in . cash in _ Leh, whereas only. dry 
foodgrains were issued in Kargil district. In Paddar zone (Doda District), no mid 
day meal was ser\red due; to non-availability of food grains . 

. - .- The .CEOs Leh and Kai-gil stated that due to late sanction of food grains and 
cooking cost, uncook~d food grains were distributed to the students. The scheme 

· --was not implemented in EGS centre. Leh as the actual figure of enrolment wa.s not : 
Sl1binittt<din time. - · · - . 

•As· pef the· t>~9gI°arniti~ g~idelines~ transportation• cost. of food grains paid by_ the 
State Government was to be subsidized -by. the .GOI to the extent of Rs. 100 per 
quintal. .-. Quartefly clairps, ' after verification by nodal agencies, were to . be 

Calculated for 180 · d~ys, 185 days and 196 days for the years ~005"06, 2006-07, 2007-08 

16 -
. _respectively 
. Jammu: 1 r; Kathua: 19; Baramulla: 19 

/ 
; 
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Name of 
district " 

, 

Jam mu 

Kathua 

Udhampur 

Duda 

Rajouri 

Poon ch 

S rinagar 

Budgam 

Anantnag 

Pulwama 

Barn mu Ila 

Kupwara 

Total 

Audit Report for the year ended 3 1 March 2008 

submitted to the GOI by the 15th o f the month fo llowing the quarter. Audit 
crutiny revea led that for lifting of 43,824 MTs of food grains during 2005-08, 

the State Government had not prepared the claim of Rs. 4.38 crore-A-The Assistant 
Director, Planning stated that the claims for transport Subsidy were awaited from 
CAPO. The overall position of expenditure incurred/liabilitie created on carri age 
of food grains from ration depots to schools could also not be assessed in audit as 
the nece sary records had not been maintained by the ZEOs. The reimburseme nt 
charges incurred by the Department on carriage of food grains from ration depot 
to schools were met either by the teachers out of their pockets or out of the local 
funds of the school, This, besides contraveni ng the guidelines, also obviously 
affected the activities in the schools for which the funds were meant. 

In respect of four 17 CEOs, 1,226.07 MTs of rice contained in 2,45,2 15 lak h gunny 
bags were util ised by the Department during 2004-08. The stock of empty bags 
had not been maintained either at the District or at the Zonal level. Failure to 
maintain the account of stock or disposal thereof by way of ale resulted in 
fo regoing of the revenue of Rs. 17.06 la 18 

The CEO stated that nee sary instructions would be issued to ZEOs/schools to 
maintain tock accou nt of empty gunny bags. 
3.2.9.5 Reconciliation of food grains 
Scrutiny revealed differences between the quantity of food grains shown to have 
been supplied by the CAPO and that actually lifted by the State agencies between 
2004-08 as tabu lated be low: 

Table 3.2.1 1 (111 4u111tal,) 

.. 
2004-05 2005-06 2006-07 2007-08 

Food grains I Food grains Food grains Food grains Food 
lifted by 

Food grains 
lifted by 

1''ood grains 
lil'ted by 

Food grains 
lifted by grains 

Chief 
shown 

Chief 
shown 

Chief 
shown 

Chief sho~n 

Education 
issued by 

Education 
issued by 

Education 
issued by 

Education issued b) 
CAPO CAPO CAPO 

officers officers officer. officers 

136 1.67 148 1.20 770 1.95 7859.50 59 13.38 10107.90 105 17.30 

1033.98 912.90 7008.06 6264.80 6966.96 6371.JO 8982.46 

775.95 505.70 10558.99 9766.90 17'44.39 15399. 10 191 18.00 

232 1.06 -105. 10 10825.64 11 808.20 15 18 1.16 15575.80 15924.40 

937.27 5-16.00 10049.03 10768.30 11069. 13 10737.50 11705.l!O 

278.98 666.30 11164.52 111 57.20 103 17.45 11139.50 15377.70 

6869.07 7130.00 6973.80 71 24.00 696 1.40 

9414.00 9 170.00 8630.50 8 151.00 9076.20 

1759 1.00 17560.00 13247.00 13102.00 179 18.70 
Not provided Not provided 

9365.00 9360.00 7523. 10 7495.00 10883.30 

23555.00 23600.00 155 16.00 16550.00 203 10.90 

11778.00 11 780.00 14301 .20 29982.00 15 189.70 

6708.91 4537.20 135880.26 136224.90 132984.07 151735.10 161965.86 

Source: Depnnmental records of Directorate of Food and Supplies and Dircctornte of Education J,1111111u 

17 

IM 
Jammu, Udhampur, Kalhua, Rajouri 

A t a n average rate of Rs. 7 per bag 

CAPO 

10576.-10 

9 173.Sll 

18-171.-10 
-

1!!229.()() 

13880.70 

12297.IXJ 

7895.00 

8990.00 

18528.00 

10967.CXI 

187 17 .CXJ 

14 157.00 

16 1882.00 

19 Inc ludes three CEOs: Budgam, Doda and Poonc h on the basis of information furnished by 
Di recto rate of School Educa tion/CAPO 
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· While the figures · refatihg to the Kashmir division were not furnished by ·the 
. Department; the detail

1

s relating to Jammu division showed that against 
4,54,379.20 quintals of food grains shown to have been supplied by CAPD during 
2004-05 and 2007-08, ~he quantity actually lifted by the State ageneies was 
4,37,539.10 quintals, showing a difference of 16,840.10 quintals, between the two 
sets of figures. The possibility of pilferage due to non-reconciliation of figures 
cannot be ruled out. The Director School Education, Jammu stated that the figures 
would be reconciled.· 

··rm~~t?;ri!ru!!lf~. 
As per the scheme, FCI ~s to issue food grains of the best available quality which 
should be of at least Fair Average Quality (FAQ). The Chief E,ducation Officers 
were expected to ensure that FAQ food grains are issued. A joint inspection by 
the representatives of tHe FCI and the Department was to be conducted before 

. lifting foodgrains .. Test check of records revealed that no such inspection was ever 
conducted, to ensure tha~ food grains conformed to the specifications. 

. . . .·. i . . - ' . . . 
The CEO Jammu, stated (September 2008) that no such mechanism existed in the 
Department. to check and ensure that the quality of food grains lifted were of 

. I . 

FAQ. . 

The CEO, Pulwama, s~ated (September 2007) that some times food grains 
supplied were not of FAQ. It was also stated that-when objections were raised by 
the schools, the Department expressed its helplessness. due to the fact that the 
food grains were being provided by the FCI. ·The Department ·had failed to 
develop a mechanism by which the ration consignments could be checked to 
ascertain that food grain~ supplied conformed to the FAQ specification so that it . 
did not have any adverse' impact on the children. · 
r~1~.fi~i~~~$~~t·~~~t~~7~~-:rr:···:~~·"'0i·w:~rQ.~~if:lx~~~~qlJ:~~~~~~r~~~~W~{t~g~~f~?~r<-1'1.?~¥;;y1\i::r~~~J&li· 
bo~';;Xv..r'fi.1:1w~as ·s;uc ·u~a ~ ·ac1 11.1es·r..1..ru:.di~ ~sJ'}'~ ~;;]}W::.i~~:.ID£.~r1'fiff~xitlt?f;:;R&::~~~A~'1t-;r1~*:srw.~r··,~.;P'{:Hr~:~r.:~\.·,~'$;,.1~~.f'i!.ri:~a 14~~~:0: ... ~_.~.1.1.4:.••~V,.~ ....... ~ .. ~~~.~~ r.·,:- ~. I:!.....:.:.~~~'Ul..<~·~S;,!!:i.:;~i.i:.~-..:.tJ·" -. ;.;;"'...;;,~.i~~t:ds.-.·::......~::.:-.;j;.£...!! 

The programme guidelines envisaged creation of a pucca KS, providing of 
kitchen devices and clean drinking water for serving cooked food to the students. 
n was seen that the required infrastructure had not been created despite release of 
funds for various components to be coveted under the scheme as detailed in the 
subsequent paragraphs. · \ · · 

~~~JffBW.~Immm~~i!tlf~~~?l~~li~Jf:~l'liBll!1~ilE . I 

The GOI released Rs. 34i.89 crore fo_r construction of 5,815 KS during 2006""08. It 
was, howevei;seen tha~ hitdllot been constructed in any school and meals 
were prepared in class rooms and open spaces, exposing the children to health 
hazards, besides disrupting the regular classes. The class rooms were also being 
used for storage of food grains, thereby reducing the space for classes to be held. 

. . I . . . . 

The Government stated (May 2008) that the cost of construction of a KS had been 
estimated at R~. 0.85 lakh and it was not possible to construct the infrastructure 

. within the amount of Rs1
• 0.60 lakh per KS fixed and provided by the GOI. The 

differential amount of Rs. 0.25 lakh was an obstacle in the ·construction of KS. 
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. 20 . . . . . • . . . ... · . : ·. . . . . . . 
Four CEOs, however; .stated that the funds were received at the fag end of the 

. financial year (Mafch2008). No steps had been taken by ~he Department to'get 
the enhanced cost approved by the Government· The Departil1ent ·could have 

.. utilized ·.the fonds . for creation .. of. ihe" infrastructure . in .. some schools, pending 
. . clearance from the Government, to avoid further escafation ih cost 

~1~!n1~Wi!KiQ11g1MJj~\raWtY. · · ·.· · · · ,~~m;B!a~~~i~1;;M£~ 
Drinking water facilities at schools/centres were to be pro\lided'to.studentsunder 

.. · the ARWSP 21
• Audit scrutiny n~vealed that:drinking. w~te,I"JaCility was not 

available in 8,654 out of 22,053 schools, therebf defoatihg the•objecdve Of the 
scheme. · · · ·· · · · · 

The-guidelines· of the schell)e envisaged that the s9hem~ .~hol.lld b~ complell1eI1ted · 
· with appropriate interventions rela.ting)o rnici-o nufrierit suppfotne_nts arid through . 
administration of six monthly doses ofde-wofrii.ing and ~vitamin' supplements; and 
weekly lron; folic acid, zinc and other appropriate supplements depending on the 
common deficiericl.es found in the focal areal The Department had not address.ed 

. this' issue .• on this being pointed m1t; it was stated that th~ Heaith and Medica~ · 
·Education Departmen(.had been reqtH~sted ·for impl~mentadon of the programme 
under National Rmal Health Mission. · · · .· · · · 

~~i~~}lll;R@j[<lffitl~L .. 
As per. the guidelines,_· teachers should not be assig~ed. the resp~nsibility for 
organising:·fuid-day meals to .the students, as that woul.d interfere with th~ 
teaching arid learning activities. However, test-check of records of 140 (out of · 
174) .·.schools revealed that teachers •.were .invo!Ved in non-teaching jobs ·like 
purchase 6f vegetables and other ingredients fortl¥meals and forprocuremeni of. 
food grains which cut their teaching hours from h~lf an hour to 15 hours a week 
Thus, the scheme affected imparting· primary edu·~ation ·.to children. Cognizance 
of this aspect was taken in the meeting heid __ (April 2007) by. the .Secretary, 
Department of SchoolEducation(GOI) with the '.state functieinaiies. No action 

· had been taken by the Department to. prevent foterlerence of the programme on', 
teaching activities, as the cut in teaching hcmrs persisted. dming the year2007_:08 · 
also. ·· · . · .· . ·. · . · · . 

. - . ,-~-.. - . . ·. . . . : - . - _- .. ; : . . . .. · . . . . : . . . . . . - . . . 

· 1~~2:~i~JliN~lf~[~t~mY§l!f~~1t~1~i~:~~~t3ir~11111k~i~t~JIJI~!~c~tll~~l~ · 
As per the guideiines 6( the :~ch~ine it 'was therespo~1sibility of the State'.· 
Government to·· ensure that wholesome cooked mid ·day ·~nieal of satisfactory i 
quality and nutritious value was serv~ci. However; the. State: Govetnmeht ·had not: 
fixed the. quality and quantities of affordable food items within the prescribed : 
amount :(Rs. two), to provide tlle desired level of nutrition. Therefore, it was not 
possible to assess the nutritional value of meals actually provided to the children. 

20 

21 
Jammu, Udhampur, Kathua, Rajouri 
Accelerated Rural Water Supply Programme 
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13~1t11~Qtrmrug;lf1tm~Xllliim!®Br£~I~~~liii'~!lllWE(~~~fJii$1~ 
The scheme provides for krant of C~ntral assistance for management, monitoring 
and evaluation (MME) atthe rate of hot less that 2 per cent of the total assistance 
on supply of food grains, 'actual cost on transportation of food grains and cooking 
cost. The allocation under this. component is contingent upoh submission of 
detailed and separate annual work plans for approval by the National Steering
ctim-Monitoring Committee (NSMC). The assistance is to be used for (a) School 
level expenses, (b) Management supervision, training and internal monitoring and 
(c) external monitoring add evaluation. Under the guidelines, the responsibility of 
monitoring and c;valuation was to be. entrusted to the Universities of Kashmir and 
Jammu. · 

1 

• 

Detailed and separate action plans were not sent by the State for approval by the . 
NSMC. Bowever, the QOI had sanctioned Rs. 1.48 crore during 2005"'.08 as 
Central assistance for MME out of which, Rs. 1.47 crore remained unutilised as 
of March 2008. As a res~lt, neither irhportantitems sucfi as\Veighing i:nachi~es 
and height recorders were purchased, nor the. funds for 
replacement/repair/maintenance. of cooking devices, etc. were provided. The 
Department had also not~ entrusted the job of monitoring arid 't!valuation to the 
Universities as envisaged; The Assistant Director {Planning) sfated that Rs. 63.20 
lakh sanctioned in 2006-07 were not released by the GOI and the GOI had been 
requested to revalidate .R~. 83.97 lajd1releaseci'IIl2001.:03: !twas further stated 
that the Director, Economics and. Sta,#stics, ·}&K haq been entrusted with the job 
of evaluation. · · · . · . · 

.' ,·-.·.' . . . : . .. . . -

The State Government is. required tq fix monthly far gets for im:pection ·Of meals 
served in schools/EGS c~ntres by the designatedofficets of Rural Devyfopment 
Department, Urban Administration, School Education, Women and· ·child 
Administration, Health and Family Welfare, Food and Supplies Department, etc. 
at district, sub-district and block level~. On an average, 25 per ·cent of the primary 
schools and EGS. centres w:ere to be visited at least in a quarter so that all schools 
are covered during a year~ No such·inspedion had been.carried.out to ensure that 
.the .programme was being' implemented satisfactorily: 

The Department stated I that instructions had been issued for carrying out 
inspection as per guidelines of the scheme. · · 

~~~1filusifilt~~-~~~-~~!~tlfflll~l•Tu\rf~~~ · 
The scherrie was impl~mented without ·ensuring accurate data relating to 
enrolment of students in: primary cfasses. As a result, there was projection of 
excess requiremen't and excess all~catiori of foodgrains w:iih . consequent short . 
lifting and short utilisation. Implementation of the scheme was impeded .due' to 
fa.ck of supporting infras(ructure, as funds released . for consfruction of :Ks were 
not utilised and basic facilities . like. drinking water were not provided to . the 

. : I • •.• •• 

students. Quality and qu~ntum of food supplied to the students were. not as per 
norms. Nutritional status' of the students· was.· not addressed and there was no 
system for measuring the relationship betwee.n the nutritional support programme 
and the status of the ern:olment, attendance and dropout ratio. Monitoring system . 
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was deficient, .as the Department had not carried out inspections at spedfied 
intervals and the funds allocated in this regard remained unutilised. 

);;- The State Government should set up a centralised ~nd .reliable database 
relating to the enrolment, attendance and dropout det~ils. . · 

. . 

Requirement of foodgrains should be assessed on an· annual basis with 
reliable inputs from the school level and the allotted quantity should be 
lifted and utilised on a timely basis. 

Regular health check ups should be introduced in th~ schools and. micro
nutrient supplements and de-worming medicines should be provided to the 
children. 

Monitoring mechanism should be strengthened and '.enforced effectively, 
so as . to secure accountability at various le~els of programme 
implementation. 
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The Srinagar Development Authority was established with the objective of 
promoting and securingithe development of the local area ofSrinagar city in 
accordance with the approved Master Plans. To achieve the objectives, the 
Authority is vested with powers to acquire, hold, manage and dispose of la;uzd 
and other property and carryout building and engineering operations. A review 
of the. functioning of thf Authority during 2003-08 revealed that although it 
succeeded in generating substantial internal resources, the main objectives 
were not achieved fully due to non-implementation of Master Plans. Although 
the Authority pulled up °the anrea'rs ill its accounts to a large extent, it is yet to 
appoint auditors to c~rtify these accounts for submission to the State 
Legislature. 

):;- Fafthure to impiemell1lt Masterr- Phm off S:rillllagarr- Clity rr-esUJ1fitedl irrn its 
1LRnpfannedl deveilopmerrnt. 

' 

(Parr-agiraplhl: 3.3. 7) 

W!hl.He there was a significant iITllicirease in irevel!ll1lll.e geneiratfonn from 
internall resources du:rring 2003-08, utiiiisation of av&iib11lblle iresm.nrices 
rnnged between. 34 aml148 per cent only. 

(Parr-ag:rraplln: 3.3JU.) 

Works costing Rs. J.22 crolT'e were got exeicuted !by ithe· A11.lltlhto!l"nty 
during 2004-08 withmnt invitation of tendern, in violatioim oft' ll"UJ!Iles. 

1 
(JPar:aigiraplln: 3.3.9.3) 

I . . . 

National Slum Development Project (NSDP) ft'uirnulls (Rs. 2.43 crnll"e) 
we:re spent in :contraventiomt off scheme guidelines. Subsidy forr
construction· of dweliing units under V AMBA Y was alfowed to noJIB
deserving beneficiaries. 

! 
: I ' (Paragraplhs: 3.3.9.4 ancll 3.3.9.5) 

. . . I . . . . 

Lack of internal: control and monitoring mechanism resulted l!n Irion_. 
realisation of Rs. 7.48 crore on account of premfa and rent of buiHt-'U.llp 
assets •. 

(Paragraphs: 3.3.13) 

The Srinagar Development Authority (Authority) was constituted in February, 
1971 in pursuance of Section 3(1) of the Jammu and Kashmir Develbpment Act 

I . . 
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1970 to promote and secure development of the local area 22 of Srinagar c ity 
accord ing to the approved Master Plans. The Authority is vested with the powers 
to acquire, hold, manage and dispose off land and olher property, and carryout 
building and engineering operations and execute allied works. The first Master 
Plan ( 197 1-9 1 ), with a twenty year perspective, was approved in the year 1976. 
The second Master Plan (2000-2021), prepared in 1999, was approved for 
implementation by the Government in January 2003. The boundaries of the local. 
area were increased from 236 to 4 16 square kilometer for planning under the 
second Master Plan, covering a population of 23.50 lakh by 202 1. 

3.3.2 Organisational set u 

The Authority functions under the administrati ve control of the Hou ing and 
Urban Development Department. The organizational set up of the Authority 
indicated in the fo llowing chart. 

Chart-3.3.1 

Chairman 
(Minister for Housing and 

Urban Development 
Deoartmenl) 

I 
Vice Chairman 

I 
I I I I I 

Financial Advisor 
Director, Land ChiefTown Executive Deputy 

and Chief Secretary 
Accounts Officer 

Management Planner Engineer Director Stores 

I I I I I I 
Administrative 

Assistant Assistant Chief 
Assistant Assistant 

AccoonL~ Officer 
Officer 

Director, Land 
Town Planner 

Executive 
Director Stores 

ManaJ?.ement Engineer 

The perforrnance of the Authority was last reviewed under Section 14 of the 
Comptroller and Auditor General's (Duties, Powers and Conditions of Service) 
Act 1971 in 1998 and observations included in the Audit Report of the 
Government of Jammu and Kashmir for the year ended 3 1 March 1999. The 
review was di cussed (July/December 2000) in the Public Accounts Committee 
(PAC) and recommendations (42nd Report/March 2001) were communicated to 
the Authority, wherein the Aulhority was directed to submit a comprehensive 
report on steps taken to avoid the lapses highl ighted in the Audit Report, besides 
furni shing the particulars of the officers responsible for the lapses. However, the 
Action Taken Note (A TN) was awaited (September 2008) even after seven years. 
In the absence of the A TN, the action taken by the Authority on the 
recommendations of the Committee could not be ascertained. The pre ent rev iew, 
conducted during July to December 2007, covers the period 2003-08. The review 
has taken into account past developments also, wherever necessary. The audit was 

Local area is the area declared as such by the Government for development by the 
Authori ty. 
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conducted through .• a scx:utiny of records of the· offices .of Vice-Chairman, 
Financial Advisor arid Chief Accounts Offker, Director Land Management, ·· 
Executive Engineer anci Deputy Director ~tores. 

. . . . I . • .. . ... • . . . . . . . 

~~~~~NrfiWftf8~fe~~~s·~-~~4r~~~~ll~~~;.~~f.1~1l~~J~~)mrtal~f4tl:~4:~1~~Ji~:t~~;;:~~~ 
~~ .. ~l*"~~J$~J~,£.~~~~J.!~~rtli~~~~1t4&~E~.~~~~ifi£i&Z'lt4!-~'~li~~~!ili\:C~.:.~~a~~~m:~t~zf.~s~1· ... J 

The performance audit of the Authority was undertaken to asses~ whether: 
.. . 

the objectives of setting upihe Authority were achieved; 
.. .· . . · .. · .. . . 

financial managen:;ient was efficient and effective; 
I . 

short and long- ter~ plaris were fcmnulated and implemented for planned 
development of the city; 

the benefit of· projects/schemes accrued to the intended sections of the · 
society _and . . .. 

. . i . . . . . . . 
monitoring and in,temal control system was effective for timely redressal 
of public grievances. · · .. 

. . . . 

~~~ClltY~~ltem"fl•~~~WA~1f&Ji1i~~~~'}l~~ .· 
The peiforniance. of the ~uthority Was assessed against the f91lowing criteria: . 

- . . ! ·. . . . . 

)> · Jamniu and KashmirDev~lopment Act 1970 and rules framed thereunder. 

·:» Master/Divisional/Zonal and Annual Plans. 

-)> · Jamm~and.Kashn:;iir Financial-Rules . 

. )> Decisions ofthe Board of Di~ectors. 

Audit objectives and the cnteria were discus.sed in an entry conference held with 
the Vice-Chairman of tpe' .Authority. on 17th :July 2007. The projects and 
transactions were. selecteC:i on simple random sampling basis and findings were 
supported by·· interviews :wherever necessary. An exit conference was held on 
10 September 2008. with. the Commissioner-cum-Secretary, Housing and Urban 
Development Department and the replies of the Departm~nt/Authority have been 
in~orporated in the report iat appropriate pl~ces. 
. , . . . . . I . 

Important. points emerging from the performance review are bro right out·. in the 
succeeding paragraphs: . . . .. . . . 

' . . ' -

r:·"',,';~~~''"''' '""'' ~·~~~<Pl]~<.L,5'('4.l!t~~~-""11<">;:mR•Pl~;;;!~/.'::~Tta~""~~"'~' ;:1~~:t:*~J.~lln1ng_if~~· ~~'4l;~~f{~~i~~~~~I~Ai~ii}~tf.i~f-~l~f~1~~1i~~~~~~/$\~~l~~li~~~~1l 
'·. ·: .. . . 'l . . 

The Authority is in.andatea to prepare Master Plans defining the zones into which 
. the local area is to be divided and indicating the phased approach for development 
of all the zones. · 

Afterat~dy impleme~tation of the First Master Plan (1971-91) (commented . ·.. . . .I . . . 
4pon in the CAG's Report 1998-99), the second Master _elan (~000-21) was 

, approved by the Oovemment in January 2003. The Plari envisaged development 
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2005-06 
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Total 
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of Srinagar c ity in 15 planning djvisions23 (di vided further into 232 zone ) over 
4 1625 hectares24

, covering a population of 23 .50 lak h by the year 202 1. However, 
the implementation of the Plan is yet to start in full swing due to the inab ility of 
the Authori ty to prepare Divisiona1/Zonal PJans. Despite the lapse of fi ve years 
(2003-08), the Authority had not prepared a single Divisional/Zonal Plan and the 
developmental activities continued to be executed in an adhoc manner. Failu re to 
implement the Master Plan contributed to unplanned development of the city, 
resulting in increase in unplanned/ illega l/unauthorised constructi ons, 
environmenta l degradation w ith pollution of water bodies, traffi c and parking 
impediments , encroachment upon Government land, etc. Thus, the purpose of 
having a Master Plan for planned development of Srinagar got defeated. 

The Authority stated (June 2008) that the Zonal plans had not been prepared due 
to non-preparation of base maps. While the Authori ty ha been pursuing the 
matter for preparation of base maps with various agencie /Departments25 s ince 
2005-06, it has not yet succeeded in its initiatives, which eventuall y delayed the 
implementation of M aster Plan propo als. 

3.3.8 Financial mana ement 

3.3.8.1 Allocation and expenditure 

The Authority receives funds from the State and aJso from the Central 
Government for Centrall y Sponsored Schemes (CSS). In addition, revenue is 
generated by the Authority through internal resources like premia and rent of 
shops and other built-up assets etc. The availability of funds and expendi ture 
incurred by the Authority during 2003-08 was as under: 

Table 3.3.1 (Rupee' 111 mire) 

Funds Received from Total Total Funds 
Internal Unspent Un-Openin~ runds expendi-balance:?() State Central receipts27 balance utilised 

available tu re 

21 

?4 

2S 

26 

27 

2K 

Government Governmenrlll (per cent) 

23.43 0.99 2.24 11.32 37.98 14.65 23.33 61 

23.33 2.30 1.20 15.69 42.52 20.55 21.97 52 

2 1.97 4.34 1.66 11.72 39.69 16.39 23.30 59 

23.30 0. 16 2.70 20.4 1 46.57 18. 17 28.40 61 

28.40 1.28 - 26.91 56.59 19.23 37.36 66 

120.43 9.07 7.80 86.05 223.35 88.99 134.36 

(Source: Figure~ provided by the Aulhonly) 

Divisions 'A' to 'P' (except '0') 
Developed use: 23854 hectares and un-developed use: 1777 1 hectares 
National Remote Sensing Agency (NRSA), Remote Sensing Department, Economic and 
Reconstruction Agency and Ecology and Environment Department 
Includes Plan works, Revenue/Capital receipts, D.C. Works, Stock Suspense, Debt & Deposi t. 
Includes Revenue/Capital receipt~. D.C. Works 
Includes assistance for cen•rally sponsored schemes like Valmiky Ambedkar A was Yojana 
(V AMBA Y). National Slum Development Project (NSDP) & Jawaha1 Lal Nehru National Urban 
Renewal Mission (JNNURM) 
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As can be seen from th~ above table, there has been . a significant increase in· 
revenue generation from 'internal resources during the five year period 2003-08. 
However, the utilisation of available funds during 2003-08 ranged ·between · 
34 ancl 48 per cent only~ indicating poor financial management. The Authority 
had, obviously not been able to utilise the available fonds either due to non
implementation of proje9ts or delayed/non-execution of city projects/works as 
brought out in the review: · 

The reason for poor util~sation of resources was attributed (April 2008) by the 
FA&CAO to release of funds at the fag end of the year and non-feasibility of 
projects. This is not acceptable · as the unspent balances/opening balance far 

· exceeded the actual releases by the GO:UState during 2003~08. 

·· .. The Authority, in terms bf the J&K Development Act, is required to prepare its 
annual accounts and have them certified by an auditor appointed by the 
Government. The certified accounts, along with the Report thereon, are to be 

. presented to the State L&gislature. Mention ·was made in ~e CAG's Report of 
1998-99 about non-prep~ration of accounts and non-submission thereof to the 
Government. The Authority succeeded in pulling up the arrears in accounts from 
1981-82 to 1998-99 dutjng 1998-2007. As of June 2008, the accounts for the 
years 1999-2000 to 2005-:-06 have been compiled but are pending certification. 
The accounts for the . years 2006-07 and 2007-08 are yet to be prepared. As a 

·result, the correctness of accounts prepared upto 2005-06 could not be vouchsafed 
.in audit. The FA&CAO ~tated (June 2008) tha,t the matter regarding appointment 
of an auditor has been taken up with the Government. 

~r~r3'iil1Wffifmi~mimmi~~mllftt~W~~i1L•~1f~it~111~T~tr~Iw~ll~ ~ ®c • -¥ -. ·r•·v - .....,,,:, .. i1·1~_..,...._..~-'t'*« - --~~~~q~Jf~~~~~!i,.~-..-:sil:.t5_ 

Earnest Money Deposit (EMD) of Rs. 5.63 crore received by the Authority for 
allotment ()f plots etc., Op to MarCfl2007, was invested (May 2006 to March 

. 2007) in Fixed Deposit Receipts (FDR). Audit observed that the amoµnts Were 
not reflected ·in the cash book from the date of their realisation to their 

I· . 

investments and had; theryfore, remained outside the accounts of the Authority. 
Money remaining outside the . cash book is susceptible to misuse with the 
possibility of fraud/embezzlement. In reply, it was stated (May. 2008). that it was· 

. . 
not possible to open a separate account for the ainount ·so received and that the 
interest received from the FDR had been entered in the cash book. This indicated 

·.incorrect maintenance of :accounts by the Authority as these .did not reflect a true 
and fair picture of the receipts/investments of the Authority. 

~+ ·,~ ·1,1F§~~~ «•..z_mM~~~ _ ~" . ~ ... ':!:; ·~:~% :-~· · ~:;. ·"' . ~ . - ~J!;t1~""i · _- "~,·~ 'l'\(Xf ,,, ,i.,, . Sl"'C'...:::~,-; 
5~ig~~!fu..N~~IA§~~~~1l';JJ;~1£;, .. _. '</&1w, • '.;~'o!:f' ;~~~-~§:lllf~~:~ 

29 

•,,.,• ~.,.~ . ..--~-.·J10 t • ';;.:!:;i;-q '~a ':-0,· -.-."-~ • ~•'-·~'i~-~ .1~-- ..,__ ~~.z'i-,f~ .,,,.,. .z:.,L~. · ...... ~~~ 

. . - . 

Temporary advan.ces should not be left unadjusted at the close of the 
finaneial year. It was observed that. Rs. 15.35 lakh 29 paid to 
76 officers/officials as. temporary advance was awaiting adjustmint. as of 
March 2008. Of tliese, 41 employees (advance amount: Rs. 3.50 lakh) had 
retired/expired/were transferred/ migrated (March 2008). The Authority 

Rs .. 11.35 lakh paid prio~ to 2003-04 and balance Rs. four lakh paid during 2003-08 
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had not maintained any records to keep a watch over the un-adjusted 
advances. This carries the risk of the balance becoming unrecoverable 
with the passage of time. The FA&CAO as ured (Apri l 2008) that 
necessary steps would be taken to adjust/reduce the advances. 

Scrutiny of records revealed that the Authority had issued material worth 
Rs. 1.45 crore to various contractors during 2003-06. However, the 
Authority had not maintained records like Contractor's Register, Priced 
Stores Ledger and other important records in proper formats. As a result, 
the amounts actually recovered and recoverable from the contractors could 
not be worked out. Scrutiny of records further revealed that another sum 
of \:: 1.12 qor~ was outstanding against 30 contractors on account of 
matenal issued to them prior to 1999. The Authority had not maintained 
records indicating the date of issue of material, name of the work for 
which the material was issued and co t thereof etc. and had not initiated 
any action to recover th~tstanding amounts, except for publishing 
notices in the local dailies (I 999). The FA&CAO stated (April 2008) that 
30 contractors (amount outstanding: Rs. 1.12 crore) are not allowed to 
participate in tendering of further works of the Authority, while in case of 
others (outstanding amount: Rs. 1.45 crore), it was stated that the 
reconciliation was under process. However, action contemplated to 
recover the outstanding amounts from 30 contractors was not intimated. 

3.3.9 Execution of development works 

The Authority executes works for development of hou ing colonies, built-up 
assets such a flats, commercial/institutional buildings, hops, hall , complexes 
and parking Jots. Scrutiny of records revealed cases of unplanned/unauthorised 
execution of development works as discussed below. 

3.3.9.1 Execution of works without administrative approval and technical 
sanction 

Financial Rules prohibit execution of works or incurring of expenditure, without 
obtaining Administrative Approval (AA) and Technical Sanction (TS) of the 
competent authority. The Authority took up nine projects/works estimated to co t 
Rs. 44.69 crore, for execution during 2003-08 without AA and TS (detail s in 
Appendix 3.3.1) and an expenditure of Rs.J 2.63 crgre..had been incurred thereon 
as of March 2008. Taking up of works without obtaining AA and TS is violation 
of rules and tantamount to irregular execution of works. 

The Authority stated (August 2008) that the works were taken up for execution 
after receipt of funds from the Government and the matter regarding accord of 
AA/TS was being taken up with the Administrative Department. However, mere 
allotment of funds did not bestow the Authority with permission to execute the 
works in anticipation of accord of AA/TS. 

Scrutiny of works taken up by the Authority during 2003-08 revealed that 
17 works (details in Appendix 3.3.2) taken up at an estimated cost of R . 4.04 
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crore, were completed at a co t of Rs. 4.91 crore due to inclusion of additional 
items/quantities. The excess over allotted cost on these works ranged between 
12 and 90 per cent. Apart from be ing irregular, this was also in violation of the 
order of the Authority tipulating that a ll factors were to be taken into account 
while formulating the estimates to avoid rev ision of costs at a later tage. The EE 
stated (June 2008) that costs had to be revised, as additional items of 
work/quantities increased the cost/work estimates. The midway revision of works 
indicates that initial estimates had not been prepared on a reali tic bas is. 

Financial rules provide execution/aJiotment of works at competitive rates and in a 
tran parent manner by resorting to open tender system. Despite a comment on 
execution of works without invitation of tenders included in the CAG's Report 
1998-99, 62 works 30 costing Rs. 1.22 crore ..had been allotted (2004-2006) to 
contractors without inviting tenCfers and assessing the reasonability/ 
competitiveness of rates. A perusal of the records, however, did not show that the 
works taken up on emergency grounds were emergent in nature which could not 
be tendered. The EE stated (July 2008) that the matter wou ld be looked into. 

~.3.9.4 Diversion of scheme funds 

);> National Slum Development Programme (NSDP), a Centrally Sponsored 
Scheme, envisages deve lopment of slum areas by providing basic 
amenities like she lter, water supply, health care, anitation and roads. The 
Authority received Rs. 3.60 crore during 1999-2007 for implementation of 
the scheme. In contravention of the cheme guide lines, the Authority , pent 
(2002-07) Rs. 2.43 crore, out of the scheme fund , on creation of 
infrastructure~aos, surface drains etc ., in two31 colonies developed 
for general public, depriving the slum area dwellers of the benefit of the 
scheme to that extent. The Director, Land Management, tated 
(May 2008) that NSDP funds were utilised to upgrade the infrastructure, 
which was within the ambit of the scheme. While it is true that 
infrastructure development was within the ambit of the scheme, it was to 
be developed in slum areas and not in general areas. 

30 

31 

The Authori ty had incurred an expenditure of Rs 58.66 lakh our of the 
funds provided under the scheme meant for Economicall y Weaker 
Sections (EWS), on development of land selected for construction of 
Dwelling Units under V AMBA Y. However, the site was subsequentl y 
used for development of HIG/MIG/LIG housing colony for raising 
internal revenue resources of the Authority and the plots developed were 
auctioned to the general public. This resulted in irregular diversion of 
EWS funds to the extent of Rs. 58.66 lakh, besides denial of socio
economic benefits to the intended beneficiari es. The FA&CAO, accepted 
(April 2008) the audit contention but did not offer any reasons for the 

2004: (21 works. Cost: Rs.32.52 lakh). 2005: (34 works: Cost: Rs 8 1.32 lakh) and 2006: (7 worJ...,; 
Cost: Rs 7.86 lakh) 
Bemina Barthana Colony and Nund Rishi Colony (Sector A&B) 
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divers ion. 

---~ =;;._c_~....::,..-ent of subsid under V AMBA Y -----
With a view to achieving the goal of shelter for all, the GOI introduced the 
'Valmiki Ambedkar Awas Yojana' (V AMBAY) to provide shelter/upgrade the 
existing shelter for people living below poverty line (BPL) in urban slums and 
members of EWS, who did n t possess adequate shelter. Cost of the scheme was 
to be share~ between the GOI and the State Government in equal proportion. 

The Authority submitted (January 2003) a scheme to the GOI proposing 
construction of 442 dwelling units (DUs) at an estimated cost of Rs. 5.08 crore for 
the boatmen dislocated from the banks of river channels32 in Srinagar city. These 
boatmen were already provided plots in the Boatman Colony free of cost under 
other rehabilitation schemes. The total cost of each unit was worked out as 
Rs. 1. 15 lakh, of which, the beneficiaries were to contribute Rs. 70,000 each with 
a subsidy component of Rs. 45,000 per unit. While the GOI released (September 
2003) Rs. 99.45 lakh, the State Government also released its matching share to 
that extent. The Authority disbursed a subsidy of Rs. 1.99 crore to the 
beneficiaries upto March 2008. 

Out of 442 beneficiaries (boatmen) identified for subsidy under V AMBA Y, 188 
had sold thei r plots alongwith the structures constructed thereon through power of 
attorney to people not forming part of the target group (boatmen). The Authority 
subsequently transferred (2007) the lease hold rights to the purchasers of plots of 
boatmen and brought them under the purview of the scheme and disbursed the 
subsidy, which was irregular. Test check of records revealed 80 cases of such 
sales/purchases wherein an amount of Rs. 18 Jakh had been disbursed. Since the 
subsidy under the scheme had been sanctiOned for plot holders dislocated from 
river banks and in the event of their having sold the plots they had Jost the claim, 
the undisbursed amount could have been refunded back or utilised for payment of 
subsidy to such other persons after proper sanction. The payment of subsidy to the 
purchasers, apart from being m egular, resulted in passing of benefits to people 
outside the target group. The possibility of more such ineligible persons having 
been paid the subsidy cannot be ruled out. 

The Secretary stated (July 2008) that the disbursement of subsidy to purchasers 
had been made on the recommendations of the State Level Monitoring Committee 
(SLMC) of VAMBA Y. The decision of SLMC was in contravention of the 
scheme guidelines and was beyond its mandate. 

3.3.9.6 Construction of residential Oats 

The Authority proposed to construct, on self-financing basis, 84 residential flats 
comprising six blocks at Bemina Barthana Housing Colony at an estimated cost 
of Rs. 6.30 crore for allotment on first-come-first-served basis or by draw of lots. 
Tenders were invited (May 2004) for construction of two four-storied blocks 
comprising 16 flats each and the work was approved (August 2004) for allotment 
at a cost of Rs. 2.08 crore to t~o contractors (one block each at Rs. 1.04 crore) for 

32 Tributaries of the River Jhelum flowing through the city 
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completion within six months. Allotment orders were issued to the contractors 
belatedly in February 2005. Further, there was a de lay in i suance of layout plans 
and structural designs to the contractors, resulting in co t escalation by 
Rs. 22 .87 lakh. The blocks were completed (March 2008) at an expenditure of 
Rs. 3.25 crore. Thus there was a cost overrun of R . 1.16 crore and time overrun -of about 31 months on the project. The Authority-a'"'"t,...,fr..,.16,..,.u,,,.te~a:rzTrJune 2008) the delay 
in allotme nt o f contract and issuance of the layout plans to errors in the site plan 
prepared by the works wing of the Authority. The Authority should have a qual ity 
assurance mechanism to ensure that such errors do not creep into its site plans as 
these are a very important component of its functions. 

3.3.10 Project implementation 

The Authority had failed to implement some of the crucial c ity projects 
sanctioned by the GOI/State for overall planned development o f the Srinagar 
City. Failure to implement the projects had, in addition to defeating the purpose, 
resulted in non-utilisation/idling of funds received in respect of three test-checked 
project as detailed below. 

~ The GOI had proposed (2005) providing ass istance for integrated 
development of infrastructure of selected cities under Jawaharlal Nehru 
National Urban Renewal Mission (JNNURM). Srinagar was one of the 
cities selected for such assistance. Under the project, eligi ble cities had to 
formulate a mid-term City Development Plan (CDP) and draw up a ti me
table for implementing the urban sector reforms. The GOI released 
(March 2006) Rs. 66.36 lakh to the Authority for preparation of CDP and 
a Detailed Project Report (DPR). The Authority, invited offers 
(May 2006) from 14 consultants for preparation of CDP and DPR and 
incurred Rs. 1.29 lakh on survey work etc . out of the allo tted funds. The 
balance Rs. 65 .07 lakb remained unutilised and the Authority took no 
further action on the project. Inability of the Authority to pursue the 
project depri ved the city of comprehe nsive development. The Director, 
Land Management (DLM) stated (May 2008) that funds were provided by 
the GOI under the project without specifying the details for their 
utilisation. The reply is factually incorrect, as the fu nds had been prov ided 
for preparation of the CDP and DPR of the Srinagar city. 

~ A project for inland water transport on River Jhe lum fro m Pampore to 
Parimpora, envisaging operation of boats for carrying pa sengers through 
four terminals from Zero Bridge to Safakadal , wa entrusted ( 1997) to the 
Authority. The project cost of Rs 8.05 crore was sanctioned ( 1996) by the 
National Bank for Agriculture and Rural Development (NABARD) 
(Under RIDF-11) and an amount of Rs. 57.41 lakh was released (1997) to 
the Authority for its implementation . The Authority entrusted consultancy 
for project formulation to a GOI undertaking (MIS RITES, India) at a co t 
of Rs. ~2. 10 lakh. The project was, however, abandoned (August 1998) as 
it was not found economically viable. Audit observed that the balance 
amount of Rs. 45.3 1 lakh, lying unspent with the Authority, had not been 
surrendered (~08) even after IO years, resulting in locking up of 
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funds, leading to loss of Rs. 31.50 lakh33 in the form of interest payable on 
the NABARD loan. In reply, it was-stated (April 2008) that the amount 
lying with the Authority would be returned as soon as requisitioned by the 
sanctioning authority. However, the Authority had not taken up the issue 
with the Government for refund of the money in view of abandonment of 
the scheme. 

Government had ordered (August 2000) transfer of land belonging to 
Rakhs34 and Farms (RF) Department, measuring 4,200 kanals falling in 
village Rakh Gund Aksha35 to the Authority for development of a housing 
colony. The proposed land was under occupation of Kamas36 and was to 
be acquired after payment of a compensation of Rs. 40,000 per kanal as 
improvement charges. The land was to be handed over to the Authority by 
December 200 I. However, during the last about seven years the Authority 
had acquired only 447 kanals and 12 mar/as of land at a cost of 
Rs. 1.79 crore out of Rs. 1.90 crore advanced (October 2003 to January 
2004) by the Authority to RF Department. Further, the Authority had 
incurred an expenditure of Rs. 4.83 lakh on the preparation of layout plan 
of the proposed housing colony. The Authority attributed (May 2008) the 
non-acquisition of land to the Kamas resorting to litigation. Thus the 
project remained a non-starter and the Authority could not utili zed even 
the 447 kanals acquired by it leading to idle investment of R~17 

and denial of envisaged benefits to the people. 

3.3.11 Protection of ets 

);;>- Under the second Master Plan, 856 kanals of State land stood transferred 
to the Authority for development purposes. However, due to non
maintenance of basic land records, the details regarding land under 
encroachment were not available with the Authority (May 2008). As per 
the information provided (January 2007) by the Authority to the State 
Legi lature, a comprehensive survey had been undertaken during 2007 to 
assess the land under illegal occupation and for taking steps for removal of 
encroachments. However, the survey had not been completed as of 
May 2008, thereby hampering the process of getting the land under 
encroachment vacated. 

33 

34 

JS 
3t 

n 

The terminal building of the General Bus Stand at Batmalloo had been 
encroached upon by squatters, converting the area into a dumping s ite for 
their shops, leading to inconvenience to the passengers and creating health 
hazard within the premises. The encroachment had taken place despite 
posting of an Estates Officer at the site. The accommodation con tructed 
by the Authority at the bus stand had been under the control of various 
private transport associations and no policy or practice was in place for 

Calculated at the rate of 7 per cent per annum for I 0 years 
Reserved Forest Land 
Falling wtthin the local area 
Illegal occupants 
Rs 1.90 crore paid to Rakhs and farm Department and Rs 4.83 lakh incurred on layout plans. 
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collection of premium/rent from them. In addition, premises allotted to a 
private person on lease basis for running a restaurant had been converted 
by him illegally into a commercial complex, consisting of seven shops in 
the ground floor, of which six had been rented out by the occupant. The 
Authority admitted (May 2008) occupation of the terminal building by 
squatters and stated that a proposal had been drawn up for their relocation 
on self sustaining basis. Regarding conversion of a restaurant into a 
commercial complex, it was stated that the person had been allowed to 
construct the first floor. This indicated weak control exercised by the 
Authonty over its property, as the private agency had illegally constructed 
shops and also earned revenue by renting them out without any 
intervention from the Authority. 

As per the norms fixed by the Government, all the commercial plots, complexes 
and other built-up area are to be disposed off by public auction at a minimum 
reserve price arrived at after addition of 100 per cent to the base cost. The 
following instances of non-compliance with these norms were noticed. 

~ The Fruit Mandi at Parimpora developed by the Authority consists of 
quadrangles carved out for facilitation of the wholesale fruit and vegetable 
trade. The original layout plan of Quadrangle 'C' provided for 
construction of 80 shops. The Authority invited (February 1999) tenders 
for auctioning the shop sites 38 with a minimum reserve premium of 
Rs. 2.32 lakh/Rs.2.50 lakh per site. In response, offers of premium 
ranging from Rs. 2.41 lakh to Rs. 3.50 lakh were received. However, the 
Authority refunded (May 1999) the bid amounts, released Cash Deposit 
Receipts (CD Rs) to the bidders and allotted (October 1999) the land of the 
quadrangle (47 kanals 15 marlas) to a private Fruit Association at a cost 
of Rs.70 lakh for construction of sheds. The decision to allot land at a 
lower rate compared to the offers received in response to the auction 
notice resulted in a minimum revenue loss of Rs. 1.23 crore 39 to the 
Authority. The Authority stated (May 2008) that it was not a commercial 
entity but intended to secure development of the area. The Authority, to 
sustain itself, is expected to generate resources and the allotment was in 
contradiction of the Government order of September 1991, stipulating 
disposal of commercial assets by open auction. 

38 

39 

The Authority, in contravention of Government instructions, allotted 
(May 2002) two kanals ( 10,882 sft) of land at Fruit Mandi, Parimpora to 
a private party on lease basis for establishment of a petrol pump at a 
premium of Rs. 6.50 lakh per kanal against the prevailing base rate of 
Rs. 20 lakh per kanal. This resulted in loss of Rs. 27 lakh to the 
Authority. 

Size 16X45 sft and 17.6X45 sft 
Calculated at a minimum rate of Rs 2.41 lakh per site for 88 sites= Rs 2.12 crore less Rs 70 lakh 
received from Fruit Association 
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The Authority stated (May 2008) that the allotment was made on 
compa sionate grounds, as the allottee was a victim of militancy. 
However, the allotment was neither covered under standing 
rules/regulations nor any specific instruction of Government in this regard . 

36 plots under HIG/MJG/ EWS/LJG categories and 89 shops/flats (Details 
in Appendix 3.3.3) developed/con tructed by the Authority between 1991 
and 2006 had remained unallotted as of March 2008 either due to non
advertisement of these built up assets or due to construction thereof in 
non-viable areas. Thi s has resulted in non-reali sation of a minimum 
premium of Rs. 5.88 crore and consequential loss of rentals. It was stated 
(April 2008) ~e allotment was being advertised, shortly. Further 
developments in the matter were awaited (July 7008). 

A Lime kiln plant at Pulwama, was closed in the year 1990. The BOD had 
directed (January 2004) disposal of the plant by way of auction. The tota l 
cost including land, structures and plant/machinery was assessed (October 
2004) by a valuer at Rs . ...!_19-G~ The Authority had not taken any 
further steps to dispose of the plant, resulting in locking up of 
Rs. 1.36 crore, which could otherwise be invested gainfully. 

Non-recove 

The Authority, despite having a full-fledged recovery wing meant for raising bills 
against allottees of commercial sites and collection of revenue, had fai led to effect 
recovery of prernia and rent of commercial sites viz., buildings, shop and plots 
etc. due to non-raising of bills/claims timely, serving notices individually or 
through public media and also due to inaction in invoking the eviction clause in 
respect of the defaulters as detailed below. 
);> An amount of Rs. 7.48 crore40 pertaining to the period 1990-2008 was 

pending recovery UVf"arch 2008) against the allottees. On this being 
pointed out in audit, the Authority issued (April 2008) notices for recovery 
of the amounts due. 

);> The Authority decided (September 2002) to charge Rs . 1,000 each per day 
as entry fee from two Transport Associations41 for operating from General 
Bus Stand, Batmalloo. The revenue so generated wa~ proposed to be 
utilised for development of the bus stand. The two Associations paid 
Rs. 3.15 lakh to the Authority till November 2003 and thereafter stopped 
the payment. Inaction on the part of the Authority to enforce the entry fee 
agreement resulted in non-recovery of Rs. 36. 11 lakh42 as of March 2008. 
The Authority stated (May 2008) that ~ciations had stopped 
payment since the bus stand needed to be developed/upgraded. The 
Associations continued to operate from the stand and the Authority had 
spent Rs. 1.44 crore on improvement/upgradation works of the bus stand 
upto March 2008. 

40 

JI 

42 

Renl: Rs. 4.34 crore; Premium of Shops and plots: Rs. 3.14 crore 
Kashmi r Motor Drivers Association (KMDA) and Western Bus Stand Union (WBSU) 
Calculated with effect from 16. I 1.2002 at the rate of Rs. I 000 per day for two Associations 
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. . . l . . . - . . . . . 

Financial Rules provide that physical verification of stores he conducted at lea.st 
once a year and discrepancies, if any, noticed be adjusted in accordance with 
these rules. Audit observed that no · physical verification·· of store had be~n 

.conducted. This is fraught with· the risk of pilferage remaining undetected. The 
Authority stated (May ~008) that arrangements for physical yerification were . · 
being m'.ade. · 

. . . •. . . ' : i . . . - . . . . . . ~ 

!§~3}1s~~lfitSQ:iii:6iJil1(gi!~i'jp3fdIM~ia'.iig§j~~t!~l\~i~tl(~v]~f--t~~~f~!iiJ1~lif~. 
As against the prescribed frequency of .two Board meetings a year, no Board 
meeting was· lield by ,the Authority since May 2005'. Consequently, the 
activities/programmes of !the Authority after May 2005 could not be approved by 
the Board of Directors (BOD). This was against the tenets of healthy corporate 
governance and isliablei to adversely affect the deci~ion making ability of the 
Authority and its accountability. The Authority assured (May 2008) that the 

·frequency of Board meetings would be increased. 

[~~lf.t5Jll!fii6iiDliiiIDlf~W&~n@mt~flft:lit{~.Pll5{iiflm~~lfi1ll,!E~lii\'l!(i~•l 
I 

No internal audit arrangement exists in the Authority .. Flifther, despite inclusion·. 
. . I . . . 

ofa comment on Iion.,.preparation of accounting manual and manual of financial 
powers in the CAG's Audit Report 1998-99, the CAuthority had not t~ken any 
steps in this direction. Irt reply, the Authority stated (May 2008) that the matter 
was being looked into and necessary steps would be. taken. . 

. . . 

The Authority has largely failed to achieve ·iits objective ·of promoting and · 
securing planned development of the Srinagar City due to non-implementation of 
the Second Master Plan. Works were e:Xecuted withqut ascertaining the 
reasonability. of ~ates i and obtaini~g . ·AA/Ts indicating .·. improper · control 
mechanism and lack of transparency. While the revenue generated from its 
internal resources has· irr;iproved over· the years, the. Authority could not dispose 
off its assets to its advantage. . · . .· · · · · .. · · . · . · · 
ta-1a~s1~~:~QiPMt4aJ[tt~~r~t.t}J1Wi~l~~i4JI ~if~~?~@· 

··~· 

·~· 

The : Authority s~ould take immediate steps to prepare divisional/zonal 
plans _for execution of projects as. outlined in the approved Master Plan 
(2000-21). . . 

• . I ·. • 

The Authority :sh6uld finalise its accounts up to date and appoint Statutory 
Auditors for certification within a specified time frame. . . . . 
Financial management needs to be strengtbened and available funds 
should be utilised for the intended purpo~e. 
Execution of works/schemes should be taken ·up after obtaining the 

. . I 

requisite appro~als ·and ensuring acquisition of land fn:~e · from 
encumbrance. . . . 

. . . . .· ,-, i 

Effective internal control and monitoring mechanism should be put in · 
place to enforce .• financial discipline and to ensure accountability in the 
execution of dev61opmental activities. · · · · 

I 
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Irrigation and Flood Control Depar tment ~~~-~ 
Lift Irrigation Schemes 

The construction and maintenance of lift irrigation schemes is vested with the 
State Irrigation and Flood Control Department. The lift irrigation schemes 
irrigate 22.83 thousand hectares (7 per cent) of cultivable land. Per/ orman.ce 
review of the lift irrigation schemes in the State revealed that the schemes had 
been executed in an unplanned manner and were incomplete for more than 20 
years in some cases. Even the irrigation potential created was not fully utilised 
which adversely affected the contribution of lift irrigation scheme. 

Hi blights 

:JO;> Delay in release of GOI funds by the Planning/Administrative 
department ranged between 30 and 252 days. 

(Paragraph: 3.4.9.1) 

:JO;> Four schemes completed at a cost of Rs. 3.86 crore cultivated only 19 
per cent of the envisaged area. 

(Paragraph: 3.4.10.1) 

:JO;> Unplanned execution of works resulted in unfruitful expenditure of 
Rs. 4.27 crore. 

(Paragraph: 3.4.10.2) 

~ Time overrun on execution of schemes ranged between 1 and 31 years 
while cost overrun ranged up to Rs. 33.86 crore. 

(Paragraph: 3.4.10.3) 

~ Internal control mechanism of the Department was weak and resulted 
in irregular payments, irregular execution of works, etc. 

(Paragraph: 3.4.1 1) 

Irrigation and Flood control Department was created ( 1959) with the objecti ve of 
providing assured irrigation facilities to cultivable/culti vated land in the State by 
renovation/modernisation of the existing canals and construction of new canals. 
The Department is also responsible for con truction of lift irrigation schemes 
besides their maintenance, up gradation and moderni sation. 

3.4.2 Organisational structure 

The organisational set up of the Department i as indicated in Chart 3.4.1. 
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Clhlaurt-3.4.n 

. Principal Secretary 
- -

Chief Engineer; Kashmir O) Chief Engineer, Jainrim (1) 

Superintending Engineers (4) -: Superintending Engineers (7) 

Executive Engineers (26) ; Ex~c~tive Engi11eers (14} 

The ,review covered the performance · of the Department relating to the 
COJ!Struction and maintenance ·Of Hft irrigation schemes during the period 2003-08 

-~wc1._\vas conducted· duri~g 'the peri9d from Al}gust 2007 to March 2008. The 
records of two Chief Engineers (Ja:nimu and Kashmir), Superi11tending Engineer 
(Mechantcal) •and 21 · ( out~of 40) divisions were test checked in audit. -- - -

::·~;11~~~$1iNtla:iffqJi:· ~ · .. 

The audit objectives \Ver~ to as~ess \Vh~ther: . . 

~ schemes compl~t~d were provjding ~he optimum benefits as envisaged; 

~ - schemes were planned ~nd executed in an effective, efficient_ and 
-ec9n9micalniann6r; - · · ' 

·: .. 
· ~-- fundsproVicied for. the schemes were adequate and were utilised prudendy 
_ . on approved WQr~s; 

I - --

~ _ monitoring of the schemes \V'!.S done properly; and 

~ ---. interm1l control w~s in place; . • -

. A.uctit fjn4ings wer~ bench~arked against. tlJ.~ ronowing criteri~: 
- . ~ Project Reports of Lift IrrigationSchemes - . 

- - -

· )::> Griideli'nes of Central Water Cofilmission . - - I . 

~ Guidelines for Centrally Sponsored Schemes 
.· . . .. · 1" - . ~· 

--.~ _ Financial Rules and Publ1~ Works AccountCode 
I 

~t · 1J>tt~fi.lilimle -~ . 
The. perfo~ance audit' 1 of· the · lift irrigatiort- s~hemes was · ccmducteq by an 

-- examinatfon of the· records mfilntained at the Divisional.and Sub'-Divisfonallevels· 
- selected. foir 'audit Ona taµdom s~mpling basis: O~t of14f Hft irrigati~n schemes 
- iit1 the State, 27 schemes ~Were sele~ted for. detailed scrutiny. An entry conference._ 

was hdd witb .the Chief Engineers in July 2007 wherein the audit objectives, -- . . . - ·' .. ·---. . ·. l· \·. . . . .. .. . , . .. . · ..... . 

. ~~'.. . ; . . sr·· 
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scope and criteria were discussed. An exit conference was held with the 
departmental officers in September 2008 wherein the audit findings were 
discus ed. The replies of the Department have been incorporated in the report at 
appropriate places. 

Audit Findin s 
~-

Significant audit findings are discussed in the succeeding paragrnphs. 

The lift irrigation schemes (LIS) cater only to seven per cent of the cultivable 
land in the State. Scrutiny revealed that no perspective plan was framed by the 
Department separately with regard to construction of lift irrigation schemes. The 
complete data pertaining to lift irrigation schemes viz., details of chemes taken 
up, completed, envisaged /created and utilised area, investment made and return 
therefrom was not maintained by the two Chief Engineers. Schemes were taken 
up without prioritisation and as a result, a number of schemes remained 
incomplete despite being under construction for the last 20-26 years. 

-.:......-- Detailed Pro. 

Scrutiny of records revealed that detailed project reports were framed in all the 
schemes analysed in audit except in one case as detailed below. 

For providing irrigation facilities to 32 villages with a CCA of 12000 acre~e 
EE, ID, Akhnoor had incurred (March 2004) an expenditure of Rs. 44.17 lakh on 
survey work for construction of LIS at Ambran which included an amount of 
Rs. 38 lakh paid (June 2003) to a firm (WAPCOS) for preparation of Detailed 
Project Report (DPR). The DPR was sent, after a lapse of six months, to the 
Central Power Research Station (CPRS), Khadakwasla, Pune, (GOI) to have a 
model study of the scheme. Scrutiny of records revealed that no follow up action 
was taken by the Department (January 2007) to get the model study conducted. In 
February 2007 the Joint Director, CPRS sought a copy of the DPR for offering 
expert opinion on the subject as the original one sent to the agency was not 
traceable. The copy of DPR as called for had not been sent to CPRS (September 
2008). Non- finalisation of the DPR thus resulted in the investment of 
Rs. 44.17 lakh remaining unfruitful for more than four years. The reply of the 
EE that the scheme could not be taken up for non-receipt of funds is not tenable 
as the work was not as a result of non-allotment of funds but due to non
conducting of model study which was held up due to non- submission of DPR to 
CPRS. 

LIS are funded by the State Government, GOI under Centrally Sponsored 
Schemes (CSS) and from NABARD. The position of funds allotted and 
expenditure incurred thereagainst during 2003-08, is indicated in Table 3.4.1. 
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WP fiH5SU!M........,.. *"'3"""¥+·· .,..ii t!C' 

. 'fabile 3.4.:D. 

.· 2003-04. 1.55 ·. 6.57 ·. 26.52 34.64. ' 6.51 25.77 32.28 2.30 

2004-05 ., 2.30 .. 8.85. 
1 

· 10.80 21.95 8.75 11.22 19.97 1.88 

2005-06 
'• 

1.8,8 • 6.31 22.32 . 30.51 6.26 20.91 27.17 3.29 

2006~07 3.29· 7.36 'i 16.46' 27.11 7_33· 18.88 26.21 0.87 

2007-08 ••. 0.87 .· 2.54 16.75 

: ~!~~wm~~8 ~~~~~ill~~L~~~~~2~1~·j~:~i1Jll~~~~li~~~~~~~ 
· (Source: Records of Chief Engineers: Jamrriu, Kashmir) 

· .... : 

.·As ~an be· seen.from the aboye details, the percentage utilisation. of funds ranged 
between 89 and 97. Scmti.riy of records revealed that the fonds.· were released by 
the planll.irig/adlllinistrative departinent to the executing divisions after delays 
tanging between 30 and 252 days. Also the GOI funds . were rdeased to the 
executing agencies after ·delays ranging betweell1 32 and 209 days. The defay in 

·.. release of fumds not ortly1 resultedin non:-coinpletion of schemes ori time but also 
. resulted in their cost ovetmn. Seven45 EEs had incurred Rs. 4~03 crore in excess 
. qf the . budget· allotlilent ·. during. l 997~l007: ·The excess had · ~ot ·been regularised 
(December->2007). The BE, Irrigation Division (ID), Anant11ag attributed this 

. liability to Jack of adequate. funding by the Government. The . CE fammu stated 
.. (December 2007) thatthy m£J.tter ha~ already been taken up with the Government 

for release of fonds to clear the claims foi work done. 

The Chief ~ngineer (CE), I(ashmi~ ~tated ·that theJ)epartment ··had to monitor the 
execution of works before l"efoase of funds ~o the executing' agencies and there 
' was no delay in release .of funps ori his part. The CE Jainmureplied that the funds. 
were rele~sed to .· execu~tfog agenc;ies '. in ' a phased mamier so that. complete 

· ·. physical/finanqfal ·check.·couldbekepton·the.development.works. The _reply is to 
be viewed in the Hghtof:thefact th~tthe Department failedto monitor aUthe LIS 
properly as brought 6.ut in the subsequent paragraphs. ' ' 

.. fJt4f]~f)};1i!:Q~ill1ffi~Pi.mtiii~t!fAli~1i~:~f2?1~11~W~~r~jlf«~~f:~~~~{;~hf#l~~!J,fiir!~~ . ·'. . . . . . 1.· - . . . . . . ... -· . . 

The status of LIS in the ~tate is given below: . · .. 

43. 

44 

' 45 

.. 
, , ... ~.w~i~f~i~~f 

30 

Funds refoa5ect by State G_ovemmeiltla~se at the end of the financiai year. 
Certfral Loan assistance :(CLA) under Accelerated Irrigation Benefit Programme 'a centrally 
spotisoied scheme; .. i · · < · ·... . . ·. · . . . .·. ·. · · . · 
EE: Mechanical Division Jarrirrni: Rs. 22.60 la.kh: ID Dharmari: Rs. 81.75 lakh: ID~Jammu-1: 
Rs. 6.ss Iiikh: ID Jammli~II: Rs: 21.~6 lakh; Mechanical ID, Anantnag: Rs, 71.09 Jakh; ID Tral: 

• Rs. 85.26 lakh: .fylecha~icalII> Srinagar: Rs .. i 13.80 lakh · 
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The performance of the Department in llxecution of works and creation of 
irrigation potential was not satisfactory, de pite incurring huge expenditure. The 
performance was affected by frequent change in designs and consequent revi ion 
resulting in non-completion of schemes, with time and cost- o.verruns a di scussed 
below: 

Scrutiny revealed that 51 out of 93 (Jamrnu: 34; Kashmir 17) LIS completed up to 
2002-03, envisaged creation of a Cultivable Command Area (CCA) of 30,318 
acres. The Department was, however, able to create an irrigation potential of only 
21 ,548 acres against which, only 14,619 acres (68 per cent), was being utilised. 
100 per cent irrigation potential created was being utilised in six schemes. In 11 
schemes, it was less than 25 per cent, in 18 schemes the utilisation ranged 
between 25 per cent and 50 per cent and in the remaining 16 it wa above 
50 per cent. The EE, ID, Kathua attributed the shortfall in utilisation of irrigation 
potential to low voltage of electricity and shortage of revenue staff. No remedial 
measures for improving the voltage had been taken. The linking of shortage of 
revenue staff to short-utilisation of. irrigation potential remained unexplained. The 
CE, Kashmir however, attributed (April 2008) the shortfall to rapid urbanisation. 

Out of 12 schemes completed during 2003-08, eight schemes were completed 
only in 2007-08. Therefore utilisation of the potential created in respect of these 
schemes could not be assessed in audit. However, in respect of the remaining four 
schemes, against the creation of irrigation potential of 3174 hectares, only 
612 hectares (19 per cent) had been utilised as tabulated below: 

Lcthpora 1973-7411977 

Palpora• 200 1-0V 2005-06 

Manda-II 2003-04/2005-06 

lsmailpur 2003-0412004-05 

Table3.4.3 

2006-07 

Closed in 
2005-06 

2007 

2005-06 

2946 439 

7 7 

35 6 
186 160 

, i . · " ; • .,,._.,,,._,,,, r 1:• i?..,.,..=; ~ 
• - ~ ,, ... ' '(:l'C: 

. - ' - . -. --~-·- - .,,......,.,,..,,... 
•Clubbed with LIS Martand 

2.77 (9.88) 

0.25 (0. 10) 

0.45 (0.45) 

0 .39 (0.39) 

JM) (10.82) 

Although LIS Lethpora was stated to have been completed, it could not cater to 
the envisaged area due to non-completion of the main/subsidiary canals. The EE 
concerned attributed under utilisation of lift irrigation scheme Manda-II to the 
fact that the scheme was in its initial stage of functioning. The reasons for 
underutilisation in respect of the other two schemes were not stated. 
. ···~ 

! !/> ' ' r ·,~ 
--~- • •r.~ 

Out of 30 schemes under execution, seven schemes due for completion between 
2000-01 and 2006-07 had not been completed due to dispute over land/ link 
alignment (three), insufficient water source, non-completion of civil works, non-

As per the records of Z iladar 
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:..,-

Awneera · 

Lalyal 

Saidgarh 

Sohanjana 

Koth~y Saini 

.Jathana 

Gutah Pattan 

. . . . . . 

.. procurement/insfallatio~ of. machinery and. ina,dequate funds : (on~ each} as·· 
. tabulated below: . ·· · 

- -· 1-
300 2003-04 ·. 2004"05 

., 
.·1 

I 

275 . 2003-04 2006~01 
i 

655 '2003-04 2006c07 

. ! 

265 2003-04 2006~07 
! 
i 

. 232 2003-04 2005-06· 

I 
I 

53 . 2003-04 2005-06 

I 
348 1998-99 2000-01 

. I 

• .. 
1I'ailbiile 3.4lA 

. 50.32 

64.04 
(73.64) 

66.20 
(199) 

105.45 

55.11 
. (75.11) 

52.50 
(80:69) 

·. . 63.74 
(March 2007) 

.· 40.19 
· (March 2007) 

96.69 

. 56.11 

47;54 

Disputeon source of~ater. · 
with villagers. . 

Dispute on·fand and land 
owners demanded 
Government jobs. 

Water source not found 
sufficient and work 
incomplete 

Dispute of alignment of link 
channel and delay in 
procurement of machinery 

Non" completion of civil 
·works 

Due. to non-procurement and 
non~installation of machinery · 

74.58 
98

.
03 

Non availability of funds 
(110) 

~~t£¥!~t!:~~~J~l~:~ ift~m!t~iif7~4~t..t~ij~i mt~~~~!.1~~~&~];~~4ft~~~~l 
.· . . . . . . . . . . . . 

The Department's failure in resolving the key issues relating to· these schemes 
.·. resulted in.uilfruitful expenditure of Rs. 4.27 crore besides non7 provision of the· 

irrigation faciHtie~ to 2h2s acres of land. '' ' ' ' . ' ',' ··~~,'' '' . . H • ' ' ' 

J>alpora* 

Chung · 

. . •·• ·- - . '1· • '. ·. . . - - . - -- .. 

There w~re 42 schemds under execution dming 2003-08. out of which, only.12 
were.· completed .·during . the period .. Of the · balance 30 ·schemes, 19 .schemes 

·suffered on ·account of frequent change of design and aHgntnerit, ·execution of 
·works at a sfowpace, ·incorporation of additional items of work not en.visaged in· 

· ... the original estimates; ~on-provision of funds, 'etc. which resulted in time.and cost . . . I . . . 

overrun as detailed befow: 

·.· .. _ :": 

··;.; 

200l-02/ 
2005~06 .· 

2003-04/ 
··2004-05 

Closed 
·1 .. 
. i 2005-06 

. i 2007~08 
. , 

.'ll'ailbiRe ,3.4.5 . 

2.77 

0.25 

0.34 

85 .. 

9.88 

0.10 

. 0.35 
O.Ol' 

·. (MarCh 2008) . 

·. · .. ·· 

·: ;.:··· -

· ... 
·_,, 
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It~~ 
Manda-II 2007-08 0.45 0.45 .· 2 

Ismailpur 2005-06 0.39 0.39 l 

Akalpur 2003-04/ 
2007~08 0.38 O.Q7 2 2005-06 

·Seri palai 
1999-2000/ 

2007-08 0.68 0.68 6 2001-02 

Awneera 
2003-04/ 

Incomplete 0.50 0.25 3 2004-05 

Lal ya! 
2003-04/ 

-Do- 0.64 0.64 2 2005-06 

Saidgarh 
2003-04/ 

-Do- 0.66 0.40 2 
2005~06 

Sohanjana 
2003-04/ 

-Do- 1.05 0.97 2· 
2005-06 

Kothey Saini 
2003-04/ 

-Do- 0.55 0.56 
. 0.01. 

2 
2005-06 (March 2008) 

Jathana 
2003-04/ 

-Do- 0.53. 0.52 2 
2005-06 

Gurah Pattan 
1998-99/ -Do~ 0.75. 0.98 

0.23· 
7 

2000-01 (March 2008) 

Tral 
1979/ 

-Do- 6.13 39.99 
33.86 

26 
2004-05 (July 2007) 

1984-85/ . . · 3U9 .. ' Rafiabad 
2007-0847 -Do- 10.60 41.99 (July 2007) 

20· 

Rajpora 
1979/ -Do- 2,13 29.32. 27.19 

26 
2006-07 (January 2008) 

Rakhi Momin 
2003-04/ 

-Do- 0.74 0.84 
0.10 

3 
2004-05. (March 2007) 

Nikowal 
1995-96/ 

-Do- 1.14 1..43. 0.29 
12 

1999-2000 (March 2008) 

* Clubbed with LIS Martand 

As is clear from the above, time overrun ranged between 1 and' 31 years 
(19 schemes) while cost overri.m ranged up to Rs. 33:86 crore. Scrutiny of records 
revealed that cost overrun in respect of three medium (Tral, Rafiabad, Rajpora) 
schemes was Rs. 92.44 crore and the schemes were under execution for the last · 
20-26 years. 

Detailed check also revealed that . the schemes gad not be.en planned so as to 
· derive optimum benefits out of the funds spent thereon ·as illustrated in the 
subsequent paragraphs: 

47 l{evised projects 
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~ ·.The LIS Tral, estimated to cost Rs. 6.lTcrorewas taken up (1979) with.an 
envisaged CCA of 4,000 µectares; The project was brought (2001) under AIBP at 
a revised, cost. of Rs., 7035 crore to create a potential of 6,000 hectares for 
completiOn 'iii three stages. Audit scrutiny revealed that the Department had not 
pric;>ritised the. works· stage.,. wise _to derive benefits under each stage, and 
embarked upon .. the execution work in all the stages simultaneously. As a result 
n9ne of the. stages tould be completed, thereby denying the benefit, which could 

· have otherwise been derived out of the investment of Rs. 39.82 crore spent on the 
scheme as of March 2008:. The EE ID, Tral stated that aTihe project was huge, the 
works had been taken up ~imultaneously 

~ .. • The CE-Kashmir. approved (2001-02) a scheme "Replacement of Worn 
. Out Pumps" at an estimated cost of Rs. 13.48 crore to be met out of the loan · 
. assistance . from NABARD and State Government in the ratio of 90: 10. The 
scheme envisaged installation of 143 pumping units in replacement of worn out 
pumps/rotating assembli~s of Pumping units in respect of major/ medium LIS. 
The scheme also envisag~d reducing the expenditure on maintenance and repairs 

· and increasing the existin~ CCA by 68 per cent. The scheme was to be completed 
. within 3 years commencing from 2002-03. The Department, however, failed to 

. I . . . 

augment the irrigation potential even after installation of new'pumps as discussed 
below: ·. . 

. In three Mechanical Irrigation Divisions (MIDs) 59 pumps had to be replaced 
' under the programme for 33 schemes. Out of these, only 54 pumps were replaced 

at a cost of Rs. 3.42 crore as detailed below: · 

. Talble 3.4.6 

Ahantnag' 9 18 14 97.29 4446. 3989 457 

MID 
Baramulla· 1.6 26 25 134.00 1198 1065 133 

MID South 8 15 15 110.40 2383. 2315 68 Srinagar 

. The irrigation potential (ictuaUy decreased by 658 acres during 2007-08. On this 
being pointed out, the EE MID Anantnag, ID Pulwama stated that the mat_ter wiU 
be looked into with their

1 

counter parts in Civil/mechanical wings which indicated 
lack of coordination within various wings of the Department. . · 

• . I . ·, . 

Also instead of replacfug the worn out pumps; estimated to. cost Rs. one crote the / 
pE, MID, Akhnoor spe~t ~· 3.51 crore on m{lintenance of these pumps during 

· 2003-08 on LIS Ranjan: Inspite of this, the irrigation potential decreased from 
. 2,000 hectares to 1,600 Hectares in this scheme during the period. · 
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. i>- LIS Siot Nowshen1 (construction cost:· Rs. 42.01 lakh) ~was converted into a 
'gravity scheme after incurring an expenditure 6f Rs.· 80.22 lakh. The gravity · 
·scheme made functional in· 2003 could not provide dependable. irrigation . to the · 
farmers due to leakages in the canal· du~ to which, ·potential of only· 4 3 8 hectares 
was. created against envisaged CCA of 1, 163 · acres. The. Department. had not 
incorporated the degraded components hi the project r~port of -the scheme: . 
formulated for conversion. It was further seen that when the work of convers.ion . · 
of the scheme was in. hand, the pumping. un.it of. the sbherne . was replaced· . 
·(February 2003) at a cost of Rs~which.functiqried_ o~y for _8 __ inont~~ 
(September 2003) and thereafter remamed rdle due to the said conver~1on .. The 
pumping machinery had not been dismantled as o.fFebruary 2608; In reply, it was 
stated (February -2008)that the idle primping machinery could not be retrieved as 
the same could be utilised in case offailure of the gravity scheme and also to 
avoid hue and ·cry ofpµblic regarding shifting of the machinery; However, the lift 
scheme was converted to gravity for providing dependable and.assured imgation 
to the farmers and there was Iio _need for pumping machinery which could have 
been gainfully utilised elsewhere. . ·. · · 

· };;- LIS, Bardoh was taken up (1999-2000) at an estimated cost of Rs. 2.53 crore 
to provide irrigation to 1,055 acres ofland by March 2003. The scheme envisaged 
ari increase of 25,112 quintals in agriculturalproduce. Scrutiny of the records of 
the EE, ID, Akhnoor rev~alled thataftedncurring .. (Dece~b~r 2007) ~2.18.:.c_rore 
on procurement of machmery and part construction of· c1 vii work, the contractor 

. to whom the work had been allotted abandoned the work. No action was taken by 
the EE to re:.aUbt the balance work. qmsequently the machinery. purchased for 
the scheme could also not be instaHed (January 2008). · . .. · .. ·. 
};;- •· LIS Aijpur Trewa (estimated cost: Rs. 2.55 crore) was taken up (2003-04) by-

.. the MICD Jammu under AIBP to create 1,400 acres: of irrigation potential with an 
envisaged increase in agricuilturaJ produce by 47 ;345 quinfalS, Scrutiny ·_· of the 
records revealed that out of the release of Rs. 54 lakh (December 2006), ~n 
expenditure of Rs. 24.08 lakh had been incurred. onptirchase of machinery, -r>oL, · 
hire charges, etc. whereas the balance amount of Rs. 29;92 lakhhad been kept in 
civH deposit. The machinery could not be installed . due 'to dispute with the 
contractor regarding the standard of civil.work camed.out.by him.-The EE, stated 
(January 2008) that the work fo iristalllthe machinery woukl be taken up as and . 
when the dispute with the contractor was resolved. . . 

~~~~tfiW~Wi~ifr~~lQ'utstaliilm''1~Wifelt~cltaJ"
0

lf~i~f.l~~~;~~~~it~~T~~::Ji;;t<: 

68 

2004~05 44.59 . 18.1 I 6i70 . 18,82: : : 43.88 70 
2005~06 43.88 25.23 69.ll 20.25 '48.86 71 

2006-07 48.86 18.23 67.09 15.79 51.30 76-
.. *Data relating to the year 2007-08 was yet to be compiled by the department. 
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As can be seen from the above table, . the ·shortfall in realisation of abqina was 
very high and ranged· b~tween 68 and . 76 per cent. ·The increasing trend in. 
outstanding abaina indicated lack of establishment of ·a viable . recovery 
mechanism in the Department. The Chief Engineers stated that ~fforts would be 
made to recover the outstanding abaina through pursuance at the divisional level. 

. The EEs however, attributed it to shortage of revenue staff. 

~~4~\o~s.:&i~n31£i:Iiifegmil"~i~~~~JitiYi61f>~u~Rs~till~11t~g1g~~'1i1~~Jl~i~~E~;~rJi 
Financial rules provide .that no work should be taken up wjtholit administrative . 
approval (AA) and technical sanction (TS). Scrutiny of the records of four48 

Divisions and that of the Chief Engineer, Jammu revealed that 55 schemes were 
taken up for execution without AA/T.S on which expenditure of Rs. 23.75 crore 
had been incurred .. The toncemed EEs stated that works were \aken up since-:--''"~--
funds had been provided and the matter would be taken up with competent 
authorities. Mere allotment of funds does not authorise the EEs to incur 
expenditure in antieipatidn of accord of AA/TS. The CE (I&FC) Jammu stated 
(December 2007) that the matter would. be taken up with higher authorities for 

·providing the details of 1schemes for which administrative approval had been 
granted. 

Internal control mechanism in a Government Department is meant to ensure that 
its activities are earned out according to the prescribed rules and regulation·s and 
in an economical, efficient and effective manner. An effective internal control 

. . I . . . . 

system minimis_es the risk of errors and irregularities and helps in protecting 
resources against loss due to wastage, abuse and mismanagement The internal 
control of the Department is mostly governed by Financial rules, Public Works 
Code, etc. Scrutiny of redords revealed that the financial rules were not adhered to 
while implementing the .schemes which not only resulted in u·nderutilisation of 
irrigation pote:v:;itial, non-completion of schemes in time, cost and time overrun of 
schemes, etc. but also incurring of irregular expenditure, creation of outstanding 
liabilities, etc. indicating ineffectiveness of internal control mechanism. Apart 
from the cases of taking up of works without approval and provision of funds the 
following cases illustrate;the weakness of the internal control. ~-

;... T_wo 49 Div~sions ~xe~uted works throu~h mates and p~id ~8..£,~<;>re on 
hand receipt/causal labour roll dunng 2003-07 m contravention of 
financial rules. It; was also seen th,at Rs·.-:14-:-59-Iak:h were paid by the EE, 
Irrigation and Flood Control Division, Tral in excess of the rates approved 

48 

49 

. by the Government. In reply the EE, Irrigation and Flood Control 
Division, Sopore stated that the practice would not be repeated in future. 

);>- Eight original works (estimated cost Rs. 45.47 lakh) for lift irrigation 
scheme·Tral were approved (June 2004) by the Superintending Engineer, 

EE, Mechanical ID, A'.n~tnag: Rs. 5.11 crore (October 2007); Srinagar: Rs.7.45 crore (Mar~h 
2008); Shopian: Rs. 2.91 crore (March 2007); Pulwama: Rs. 1.90 crore (November 2007); Chief 
Engineer, Irrigation and Flood Control Division, Jammu: Rs. 6.38 crore · · 
EE, Irrigation and Floo,d Control Division Sopore: Rs. 58.95 lakh; EE, Irrigation and Flood Control 
Division Tral: Rs. 99.49 lakh. 
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Hydraulic Divi ion, Shopian within two days of its ubmi ion for its 
execution departmentally, being of urgent nature. Payment of 
Rs. 1 8.~was made to the contractors between January 2007 and 
Ma'fcl12007. Seeking approval and taking up of works for execution 
departmentally on the ground that the works were of emergent nature wa 
prima-facie irregular, in view of the fact that the scheme was till 
incomplete (Augu t 2008). 

);> As per rules, the Chief Engineers/Superintending Engineers are 
empowered to sanction excess over estimates to the extent of 5 per cent. 

);> Scrutiny of the records of the EE, Irrigation and Flood Control Divi ion, 
Tral revealed that execution of 77 work were allowed to be executed in 
exce s of the estimate of Rs. 2.94 crore and the excess (Rs. 3.62 crore) 
over the estimates of individual works ranged between 11 and 751 
per cent. It was also seen that the excess works were carried out by the 
original contractors and no tendering for the additional work was carried 
out. 

);> Scrutiny of records of two Divisions revealed that Miscellaneou Public 
Works Advances amounting to R~~e outstanding against 
various officers who had either<::fetired or been transferred or migrated. 
Similarly, in five divisions an amount of Rs.12,JU-lakh-was outstanding 
on account of temporary advance against 69 officers for more than ten 
years. 

);> Financial rules empower the EE to incur expenditure up to a maximum of 
Rs. 2.50 lakh on maintenance and repairs during a financial year, 
provided an Annual Repairs Distribution Statement (ARD) is approved by 
the Chief Engineer. Alternatively, each work is required to be approved by 
the Chief Engineer prior to incurring of expenditure. Scrutiny of records 
revealed that seven5 EEs of Jammu Division had expended Rs. 5.71 crore 
during the period 2003-07 without obtaining prior approval M the ARD. 

);> Test-check of three52 Divisions revealed that PSL in respect of stores 
valued at Rs. 15.12 crore53 was not maintained. In reply, the EEs, MICD, 
Anantnag and Srinagar stated that PSLs would be maintained henceforth. 

);> Financial rules stipulate that physical verification of stores should be 
conducted at least once a year and discrepancies, if any, noticed should be 
adjusted according to the rules. Scrutiny of records revealed that no 
physical verification was conducted during the period 2003-08 in respect 
of MICD Srinagar and ID Anantnag. No physical verification in ID, Tral 
and Pampore had been conducted since August 2002 and March 2006, 
respectively. 

EE, ID, Pampore: Rs. 6.18 lakh; EE, MIO, Srinagar: Rs. 0.07 lakh 
EEs: ID Akhnoor: Rs. 79.47 lakh; MID, Jammu: Rs. 54.21 lakh; ID Jammu-1: Rs. 20.50 lakh; 
ID, Jarnmu-U : Rs. 25.99 lakh; MlD, Akhnoor (Nowshera): Rs. 232.83 lakh; ID Kalhau: 
Rs. 23.47 lakh; ID, Nowshera: Rs. 134.70 lakh 
EE, Mechanical , ID, Bararnulla: Rs. 7.44 crore; Ananlnag: Rs. 0.92 crore; Srinagar: 
Rs. 6.76 crore 
Worked out as per stock issue rates of 2007-08 

90 



Chapter-Ill Performance Reviews 
m .. ,ci ·"'9s# &k ffi@"'6i?f!! if•· 'ie~@§,..,,,-~>i"f'!M' 

;:... Administrative inspection of a subordinate office is required to be 
conducted periodically by· the next higher authority so as to exercise 
necessary checks. and control over the resources and functioning of 
Office/Divisions. : Scrutiny of records of six Divisions revealed that no 
record of any administrative inspection have been conducted by any 
higher authority in the divisions during the review period. 

\ . 

~~tWimIDJ!fil~~il'@l[~Jli¥I~~&~1£~~{~~ff1:rs?:i~lli1;~srJfilill 
The Department was required to set up a project level Monitoring Committee for 
major/medium schemes: funded by AIBP/NABARD. The Committee was 
required to meet every month and to send monthly progress reports to the State 
L~vel and National Leve~ Technical Committee. Scrutiny of records revealed that 
no such committee was set up to monitor the execution of the schemes. The Chief 
Engineer stated (July 20,07) that the project level committee already existed and 
reports were being sent t6 Central Water Commission. H was also stated that there 
was a continuous process for monitoring of these projects. The reply is not 
acceptable as the minutes of meetings held were not furnished to audit. H was also· 
noticed that minor lift jrrigation schemes were not monitored by ahy other 
agency. The CE, J ammuj stated (December 2007) that Government had directed 
Additional District Development Commissioner to monitor evaluation works in 
each district but no such :report had been received. 

The Department failed to; generate additional potential despite huge investment on 
lift irrigation schemes. Even the potential created has not been. fully utilised. The 
schemes were not completed on time resulting. in cost overrun. Works were 
executed in an unplanned manner resulting in unfruitful expenditure and wastage 
of resources. Apart. from non-adherence to financial rules, the Department also 
failed to monitor the sch1mes during execution. As a result, the desired objectives 
of the schemes could not be achieved. 

I • 

;:... Immediate action should be taken to utilise the created irrigation potential 

;:... Steps should be taken to complete all the ongoing lift irrigation schemes in 
a time bound manner. 

Works should be executed in a planned manner to avoid wastage of 
resources. 

Monitoring and internal control mechanism should be strengthened for 
effective implementation of the scheme and· accountability should be fixed 
at various levels for timely completion of schemes. 
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4.1 Embezzlements"flossesluwnarecovery of dues 

1Lax supervl!sion and ·:nmn observallll.ce· of pirescll"iilbiecll co!lltroll _plt"oceduires by · 
Chief Accoinits Officeir aIB.d! va1rfo1ll!s irevemnrne ll"eaHiisnllllg willllgs of J amm1ll! 
Mun.kipall Corporation resullted m embezzllement oft' Rso 12071 fakllno 

Rule 2.4 of ~ammu and Kashmir Financial Code Vot I envisage_ that a 
Government Officer receiving money on behalf of the Government must give the 
payer a receipt in prescribed form signed by a duly authorised officer who will 
satisfy himself at the time. of signing the receipt and initialing its counterfoil that 
the amount has been properly entered in the cash book. As per the procedure in 
Vogue in the Municipal C::orporat:i.on, Jammu (MCJ), revenue realised by different 
wings on account of various charges/fees is deposited with the main Cashier who 
incorporates the same in the cash book and subsequently remits. the money into 

· the treasury. 
. . -· _- . . : 

Scrutiny (November/December 2007) of the records• of Health . Section (HS), 
Chief Transport Officer (CTO) and the Municipal Veterinary Officer (MVO) of 
the MCJ revealed that against the revenue rece:i.pts1 of Rs. 19.05 fakh2

, the three 
wings deposited Rs. H.66lakh3 only with the Chief Revenue Officer (CRO) for 
deposit. in the treasury during 2005-07, therebyretaining Rs. 7 .39 lakh. Also, the 
CRO deposited Rs. 2,14! fakh Jin thetreasµry out,of the total.receipts ofRs; 7.46 
lakh received during the same period 'resulting. in short remittance of Rs. 5.32 
lakh. The .non-deposition of the entire amount received by the three wings and the 
CRO into the treasury amounts to misappropriation/embezzlement of Rs .. 12. 71 
lakh which had occurred due to non:..accountal of the· actual receipt in the cash 
book and short remittau1~e of accounted-for-money into the MCJ account This 
was facilitated due to lack of prescnbed control procedure in different w:i.ngs of 
the Corporation. 

The Chief Acco_unts Officer, MCJ intimated (June 2008) that the services of two 
dealing officials had be~n tenrriinated and that the matter has been taken up with 
the CoUecfor, Jammu fdr effecting the recovery of embezzled amountsfrom the 
terminated employees. ' 

The matter·was referred to the Government/Department in July 2008; reply had 
. not been received (September 2008). · · 

Receipts on account _of isal~ .of forms, licence fe~ clearance charges of septic and water tanks, building 

2 
permission; rent of open spaces; etc. · · 
Health section (Rs: 8.15 lakh), CTO: (Rs. 21,800.00), MVO: (Rs. 10.68 lakh). 
Health section: (Rs. 3.11 lakh); CTO: (Rs. 700.00); MVO: (Rs. 8.55 lakh) 
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4.2 Idle investment/blocking of funds/unfruitful expenditure/ avoidable 
expenditure, etc. . 

Departmental faiiR1uure to settlle tllne land compe!Dlsatfon issU11.e before taking up 
the construdion of PHC IresUllllted hn. ildle investment of°Rs. 98.50 lakh aml 
lbilocking of R.s. 42.5~ falldn.. 

Scrutiny of the records of the Chief Medical Officer (CMO) Anantnag revealed 
(May 2008) that construction· of Primary Health Centre (PHC) building at Vessu, 
estimated to cost Rs. 1.51 crore, was taken up (November 2003) through Jammu 
and Kashinir Projects Construction Corporation (JKPCC} on· a piece of land 
measuring five kanals, donated by the local Auqa±4 (4 kanals) and a land owner 
(1 kanal), identified by the Health Department, without getting the title of the 
land transferred. The project works included construction of main building, staff 
quarters besides approach roads and compound wall. While the work was in 
progress, the land owner, whose land (1 kqnal) came under the project, 
approached (July 2006) the court contending that the Department had promised 
him payment of compensation and engagement of his. son as Class-IV in the 
Department. The court restrained (September 2006), the Department from making 
any construction on spot. An. amount of Rs. 98.50 lakh had. been incurred on the 
execution of works upto September 2006. No action was tak~n by the Department 
to get the stay vacated and resume the work (Septemb~r 2008). The Department, 
had advanced Rs. 1.41 crore to JKPCC during 2004::.65. to 2007-08~ A revised cost 
offer of Rs. 1.98 crore for completion of the ptojeCt works was . submitted 
(September 2007) by JKPCC to the Director Health Services, Kashmir. 

CMO Anantnag stated (September 2008) that the completed Doctors' quarters 
could also not be taken over by the Department as. the doctors were required to 
work in the. centre which was still incomplete. 

Thus; the departmental failure to settle the issue of land compensation before 
taking up the construction of PHC building Vessu has resulted in idle investment 

i of Rs. 98.50 lakh and blocking of Rs. 42.50 lakh with JKPCC for around three 
.. .....,,._____ ---years. ·. . 

The matter \\•as referred to the Government/Department in September 2008; reply 
··had not been received. 

. 4 Muslim Trust 
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DepartmenfaH faftHuire ll:o seqiu.neR11ce ll:lhlie pirocUl!Jremienll: of Ilieaitlhlieir ll:eclhrrnofogy 
iequnpmienll: with ll:lhte Ciivnli W rnrks Crnmsll::r11.llctftoirll 'Sclfued.ude ll."esURilted YHll Ildlle 
iinviestmen11: of Rs. 1.0Jl cimrie. · 

Guidelines on implemen~ation. of World Bank assisted 'Technician Education 
Project-Ill' provided that procurement of machinery and equipment should be 
closely sequenced with the Civil Works Construction Schedule. 

Scrutiny of the records of the State Project Impllementation Unit (SPIU) and the 
Principal, Kashmir Goyemment Polytechnic (KGP), Srinagar revealed that 
machinery and equipment (ME) vallued at Rs.· 1.01 crore were purchased (July 

· 2005 to October 2005) for leather techllliology course introduced (2004) in KGP. 
However, the constructio'n of Leather Technology (LT) Block to instaU the ME, 
approved5 at a cost of ,Rs. 60 lakh, was not taken up, as the. rates offered 
(Rs. 93.16 lakh) in the national competitive bidding were high. It was decided 
(June 2006) that the LT !laboratory would be accommodated in the existing space 
that would become available through new constructions·. or by readjustment of 
laboratories. Ho_wever, due to lack of space, the machinery and equipment could 
not be installed (March 2008) in the institute and the department approached the 
Managing Director, SID,C06 for providing space at Lassipora, Pulwama. The 
detailed projectreport in this regard had not been finalised as of March 2008. Due 
to procurement of ME i~ anticipation of creation of. infrastructure necessary to 
install it, the investment of Rs. LOl crore remained idle. Thirty two students 
enrolled (March 2007) f0r ilie leather technology diploma course also could not 
benefitfrom the equipment. · 

I 

Further, the terms and conditions of the supply order for procurement of the 
machinery provided that 80 per cent· cost should be released at the time of 
delivery and the balance .40 per cent after propet installation, commissioning and 
training of staff. Scrutiri~, however, revealed. that the second and final instaHment 
of Rs. 20.19 lakh on accqurit of 20 per cent contract price of the above equipment 
was released by the Project Coordinator, SPIU to the suppliers in March 2006 on 
the basis of Acceptance Certificate and misreporting by the Principal, KGP that 
the equipment supplied had been successfully installed and commissioned by the . 
suppliers and training to :staff imparted: Twenty per cent cost (Rs. 20.19 lakh) of 
. machinery and equipment which were yet to be installed/commissioned had been· 
paid irregularly without safeguarding the departmental interests. 

The matter was ~eferred: to. the Government/Department in July 2008; reply had 
not been received (September 2008). 

6 
During the 7<h Joint Review Mission (JRM) 
State Industrial Developm~nt Corporation 
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Non-completion of textile block buildings due to changes in their designs 
after the allotment of contract, and non-installation of machinery purchased 
for the course led to idle investment of Rs. 94.40 lakh. 

A diploma course in textile designing was started at two Government Women ' s 
Polytechnics, Jammu and Srinagar during 2004 under the World Bank assisted 
'Technician Education Project-III'. The Project Coordinator, State Project 
Implementation Unit (SPIU) allotted (June 2005) construction of Textile Blocks 
at these polytechnics to two contractors at an estimated cost of Rs. 98.63 lakh 7 for 
completion in six months. However, during the execution, the designs of the 
buildings were changed, which necessitated upward revision in the cost as well as 
change in the material to be used. The contractors, as such, left (December 2006) 
the works incomplete. An expenditure of Rs. 84.96 lakh8 was incurred on these 
works upto March 2007. The project was closed in October 2007 and the 
construction work had not been resumed (September 2008), thereby rendering the 
entire investment futile. The Project Coordinator accepted that the construction 
work of the buildings was incomplete due to change in designs. 

Further, due to non-completion of the buildings, machinery and equipment valued 
at Rs. 9.44 lakh9

, procured10 by the Project Coordinator, SPIU for the Textile 
Design Diploma Course in advance could not be installed in these institutions. 
Due to incomplete construction works and non-installation of equipment, 
77 students enrolled in the newly introduced Textile Design diploma course could 
not benefit from the same. 

The Principals of the institutions stated (February 2008) that action for 
installation of the equipment would be taken immediately after completion of the 
buildings. 

Non-completion of textile block buildings due to changes in their designs after the 
allotment of contract, and non-installation of machinery purchased for the said 
course led to idle investment of Rs. 94.40 lakh. - ---
The matter was referred to the Government/department in July 2008; reply had 
not been received (September 2008). 

9 

10 

Wome n's Polytechnic, Jammu: Rs. 57.19 lakh; Women's Polytechnic Srinagar: Rs. 41.44 lakh 
Rs. 2 1.61 lakh at Government Pol) Lechnic for Women. Jammu and Rs. 63.35 lakh at Government Po lytechnic 
for Women, Srinagar 
Governme nt Women's Polytechnic Jammu: Rs. 4.15 lakh; Government Women's Polytechnic S rinagar: 
Rs. 5.29 lakh 
In March 2003, September 2004, March 2005 and August 2005 
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Misreporting of faCts : to the Government of Incllia and . 11J1tilisatiiollll 
available money .on·. pa:rt ···completion of· a. blllls stanmdl :resulted in i«:lllle 
investment of Rs •. 31.76 

1

lakh. ·. ·. · · 
. . . . 

In order to slow down. urban influx due to migration of people from rural areas 
. • . • . . , I . 

and smaller towns to )arge ·.·cities, the · GOI introduced ( 1979-80) a Centrally 
Sponsored .scheme •.. ·"Integrated Development of Small and. Medium towris. · 
(IDS,MT).'' Underthis scheme, a project for Development of Udhampur town was 
approved (2002:-03) .·by the GOI for Rs. 3.86 crore with a Central share of 
Rs: L50 crore, State shar~ of Rs. one crore and loan of Rs. 1.36 crore to be raised 
by ·the . local body executing the· work. The project, .. inter-alia; included . 
construction of a ·new btjs. stand at Udhampur at an estimated cost of Rs. 1.02 
crore, which was fo fetch the Department Rupees eight lakh per annum as Adda 
fee11

• On the basis of the .information that 28 kanals of land was available for the 
proposed bus stand, the GOI released (April and December 2003) Rs. 65 lakh to .. 
the Notified Area Committee, Udhampur. . · 

Scrutiny (July 2007) of tlie records 6fthe EE-II, Urban Local. Bodies, Jammu and 
Director Local Bodies, J ~mmu revealed that against the requisition of 30 kanals 
of land; the Municipal ~ouncil, Udhampur could acquire only 12 kanals and· 
13 marlas which had beep developed, upto December 2005, at a cost of Rs. 31.76 
lakh (which included Rs. 12 lakh raised by the MC from other sources). The 
balance landrequired by'. the Department was under dispute, as the land owners 

, ·had challenged the acquisition proceedings in the court of law. The developed 
portion of the bus stand ~as being used for parking.of idle vehicles. The Director· 
Local Bodies Jammu stat,ed (March 2008) that the matter regarding acquisition of· 
balance land was sub.;.judice. '. . . 

. Departmental action in getting the forids released from. the GOl initially by . 
. misreporting of facts and utilisation of available. funds subsequently Ori part . · 

completion of the bus stand rendered the expenditure bf Rs. 31.76 lakh incurred 
on the project idle. · ·· · . · · 0 · ) . 

. . 

The matter was referred 1to the Government/Department in June 2008; reply had 
not been received (Septe1:11ber 2008}. · · 

II Parking fee . . · ·· · 
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DepartmeJrnta~ faJ!Il11111rie to proviclle fuurn.dls for Bus-irrn Bus-out arrangement 
resulltedl ftJrn waste:lfuR expeJrn.dntrnre of lR.s. 96.46 faklht airndl ftdUe nnvestment of 
Rs. 28.09 Halm. . .. 

Rural Electrification Corporation (REC) approved (January 1999) a 'System 
Improvement Scheme' for Mandal (Ki.shtwar Block) and Gulabgarh (Padder 
Block) at an estimated cost of Rs. 2.21 crore. The scheme envisaged erection of 
28.5 Km. 33. KV line from Mandal to Galhar (TL) and construction of two12 

Receiving. Stations (RS) at Mandal and Gulabgarh, with the objective of 
regulating voltage, reducing line losses and to accommodate future load growth. 
The scheme, to be completed within two years, was extended upt0 March 2004. 

Scrutiny (November 2007) of the records of the EE, Sub-Transrriission Division, 
Udhampur revealed that the scheme was got approved by the EE from the REC 
without provision of a Bus-in Bus-out (BIBO) arrangement in the project, which 
was required to connect the main system to the 33-KV TL to Padder. It was also 
seen that the EE incurred Rs. 65.41 lakh (2001-04) on construction of RS at 
Mandal, Rs. 28.09 lakh (2002-03) on construction of RS ·at Gulabgarh. apd 
Rs. 96.46 liakh (2000-01) on faying of 26 Km. of TL. Whereas the RS atMandal 
was .commissioned in 2004, the TL remained uncharged due to non-provision of 
the BIBO system. This further resulted in non:..charging of RS Gulabgarh. 
No efforts to procure the BIBO were made by the Department upto March 2004 .. 
It was ortly in April 2004 that action to procure BIBO was initiated. As a result, 
the TL and RS .Gulabgarh continued to remaih uncharged/idle and got extensively 

. damaged and washed away at some portions due ,to snowfall/rains from time to . 
time. The damaged material was, stated (February 2008) to have beert pilfered and •.. · 
FIR had been . lodged (2003-06). · The scheme was closed in February 2007. 
Departmentai proposals (April 2004/ July 2005/February 2008) for procurement 
of. BIBO . system and re~erection/stabilisation · of TL, ; estimated to cost 
Rs. 2.06 crore (February 2008), had not b~en approved/funded as of May 2008. . . 

. Non-completion of the scheme was" attributed (May 2008) by the EE to 
non-provision of BIBO ih the original estimates. of the scheme and delay in 
release of funds. The Department had actually made no efforts to procure the 
system for about four years {2000-04): : 

.Thus, departmental failure to provide fonds for BIBO resulted in wasteful 
expenditure of R~ incurred on~the TL which.got damageaand ·idle· 
investment of Rs. 28.09 lakh on construction of RS Gulabgarh which remained 
uncharged. . ~ ""'\ . . . . . 

The matter was referred to the Govemmeririn May 2008;: reply had not been 
received (September 2008). ' · · 

12. 
1.6 MVA, 33/11 KV Receiviiig Station at Gulabgarh and 3.15 MVA, 33/1 I Rece.iving.Station at Manda!. 
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Failure of the Department to arrange funds for liquidation of loan despite 
acquisition o1f huge infrastructmre resulted in avoidable interest Uahmty of 
Rs. 13.'70 ciroire. . ' 

The Rural Electrification Co-operative- Society· was· established in 1978 for 
providing electricity to the rural areas of the Samba District including 

. Government departments. The Society was financed· by loan assistance from 
Rural Electrification Coq)oration of India (REC) and the revenue realised through 
consumers. Cpnsequent upon the default by Government departments in payment 
of dues and ·stoppage of loan by the REC, the Society was dissolved (1997) and. 

· taken over by the State Power Development Department (PDD) designating it as 
· Maintei1(!.nce & Rural Electrification Division, Samba. As per the Government 
order, all the assets and liabilities of the erstwhile Society rested with the PDD · 
following its dissolution .. 

Scrutiny (May 2008) of the records of the Chief Engineer (CE), Electric 
Maintenance and Rural -Electrification Wing (EM&RE), Jammu revealed that the 
total value of assets amoJnting to Rs .. 27.13 crore13 taken over by the Department, 
was considerably higher l than its liabilities amounting to Rs. 8~92. crore, which 
included REC loan of Rs. 2.34 crore, guaranteed by the State Government 
Although a new Division was created by the Department with the acquired assets, 
steps were not initiated to iiquidate the loan which swelled to Rs. 16.04 crore 
including intetest/penalt)'; of Rs. 13.70 crore (March 2008). Though the REC has 
been sending quartedy ct.em.ands to the Department to repay the.loan, yet funds 
.were not provided by the Government for the.purpose. 

The CE, EM&RE, Janimu stated that the matter regarding liquidation of REC 
loan has be¢n pursued right from the take over of the Society, but· no decision has 
been taken by the Government (PDD), which has added to the liability due to 
delay in repayment~· The CE, further stated that efforts were on to settle the issue 
to avoid addition of interest/penal interest on loan. 

. . . 

Thus, failure . of the Department to arrange funds for liquidation of the loan 
despite acquisition of huge infrastructure resulted in avoidable interest liability of 
Rs. 13.70 crore. . .....,__,___ 

. . - . 

The matter was referred to the Government/Department in June 2008; reply had 
not been received (September 2008). · · · 

13 .. 

1. 
i. 

Excluding revenue arrears of ·Rs 6 .. 42 .. crore outstanding against Government Department and 
. Consumers 
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4.2. 7 Blocking of funds ______ _ 

Departmental failure to ensure availability of the equipment and 
misreporting of the facts to the REC resulted in blocking /idle investment of 
Rs. 1.36 crore. 

System Improvement Schemes (SIS) were taken up with funding from the Rural 
Electrification Corporation (REC) to improve voltage, save energy losses and 
accommodate future load growth. 

Scrutiny of records revealed that the following two SISs were not completed by 
the two Divisions due to non-procurement of equipment, clearance of Railway 
and mi reporting of facts to the REC, resulting in blocking/idle inve tment of 
Rs. 1.36 crore. 

~ A composite SIS envisaging construction of eight sub-stations and laying 
of transmission lines, estimated to cost Rs. 10.10 crore was approved in 
March 1999. The scheme inter-alia proposed construction of one 66 KV-
3.15 MVA Receiving Station at Rayian and laying of 11 Kms. of 
66 KV /11 KV transmission line from Hira Nagar-Samba to Rayian and 
IGC, Samba to Samba (Tehsil Samba) at an estimated cost of Rs. 1.68 
crore. The scheme was to be completed within two years from the date of 
release of first installment by the REC. 

Scrutiny of the records of the EE, Sub Transmission Division (STD)-11, 
Jammu revealed (November 2005) that against the total release of Rs. 8.1 1 
crore for the composite scheme, Rs. 99.37 lakh was incurred (2000-0 1 to 
2005-06) on part works 14 of the sub- tation , Rayian and on laying of a 
portion 15 of the transmission line. The balance works of the sub-station 
were left incomplete due to the inability of the Department to procure a 
66-KV level equipment and obtain clearance from the Rai lway authorities 
for crossing of transmission line 16 over the rail track near Samba. The 
scheme was closed in March 2007 leaving the sub-station incomplete. 

The EE stated (April 2008) that a fresh proposal has been submitted 
(December 2007) to the railway authorities. 

Thus, laxity on the part of the Department to ensure availabi lity of the 
equipment required for the sub-station and obtain clearance from the 
Rai lway Authorities in advance resu lted in id le investment of 
Rs. 99.37 lakh for over two years and non-accrual of intended benefits of 
the scheme. 

The matter was referred to the Government/Department in June 2008; reply had 
not been received (September 2008). 

14 

I S 

16 

Out of 21 components, only five were fully completed and the physical progress of remaining components 
ranged between zero and 90 per u nt. 

90 per cent of Hirn Nagar·Samba line to Raymn and IGC Samba to Samba 2 Km line 
Hiranagar Samba to Rayian 
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~ The EE, Sub-Transmission Divisio_n (STD), Udhampur had proposed 
(March 1999) · a system improvement scheme for construction of 
3.15 MVA Receiving Station at Chanderkote Block and augmentation of 
Sub-Station at Banihal (District Rambari) from 3.15 MV A to 6.3 MV A. 
The scheme was approved (2002-03} by REC- for an amount of·. 
Rs. 1.72 crore: The project was to be completed within a period of .· · 
24 months. · · . . 

. Scrutiny of recor~s (November 2007) of STD, Udhampur revealedthat the 
loan sanctioned by the REC was not availed of by the Department due to 
non-acquisition o.f the land for the scheme.The REC intimated (December 
2004) the Departlnent that if the land was not acquired, the project could 

. . 

be included in tre list of sc;:herp.es to be closed. The Chief Engineer, 
however, informed REC that land for the scheme was available. On this 
certification, REC released a loan of Rs. 34.34 lakh otit of which 
Rs. 34.17 lakh was released (June 2006) by the Administrative · 
. . I . • 

Department to the EE. Scrutiny also showed that the EE procured (March 
2007) a transforffier and line material worth Rs. 34.13 lakh which has not 
been utilised as 'of March 2008. The EE also a~~anced (Marc~ ~005) J ( . . 
Rs. 2.55 lakh out of State Funds to the Addit10nal Comm1ss10ner, · .b r 
Rev~nue, Ramb~n for acquisition. of land whic~ ha~ not been acquired · )'J . ~ F .. 
(~pnl 200~} as the Ian~ owner whose land was identified, r~fused to p~rt 

/ 
·~ 

with the piece of land 1 and wanted the department to. acqmre the entire .~ . . · 0 . S- . 
land in his possessiOn. The EE, stated (November 2007/April 2008), that~ 
the material would· be utilised as· and. when the land is acquired. However; · 
the land could , not be ·.· acquired as of June 2008 .. The Financial 
Commissioner (Revenue) dfrected (June 2008) the Department to identify 
an alternate land forthe construdfon of the Receiving.stati9n. 

' . 
Departmental action in getting· the funds by misrepresentation of facts 

. resulted in locking up ofRs .. 36.68 lakh. 
' ' ........_,.......,_ .... ~. --

Thematter was refetred
1 

to .. the·Govermn~nt/Department in May 2008; reply had· 
not been received (Septe~ber2Q08). · · 

. . . .1/ 

Failure ()f the EE'~ Public Health Engineering, Grollllnd Water Diviision, 
. .. . . .·: . I . . .. . ·.. . . . 

Srinagar to ·. asses~ requirement of stores and · resorting ·· fo' injudicious 
purchase of staiidess steel, screens and collars. that could. not be put to any 
use~ resulted in blockin~ of. Rs. 27.05 lakh for over three years. . . . . 

Scrutiny (Noyember-.2006) ()f th~ .recprds of the EE, Public HeaJth Engineering 
(PHE); Ground Water :Oivision{GWD), Srinagar revealed. that based on his 
requisition (May ·2004), EE Me~haniC:al & ,Procurement (M&P), Srinagar 
purchased ,(July 2004), stAfnless steel screens of various dimensions and collars 

. . . . - . . . . . . ! . 

. . 17 
De~artment needed ·4ianals ~f land whereas the land owner wanted the Department to acquire the whole piece 
of land measuring 6 kallafs and 18 mar/as · 

/ 
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(Material), valued at Rs. 27.05 lakh, for construction of production tube wells. 
The material, lifted after a gap of 14 months (September 2005) had not been put 
to any use in PRE, GWD, Srinagar as of December2007. A negligible quantity of 
material (value: Rs. 4.35 lakh) was utilised by the Depaf:tment on the works 
executed by it during April 2005 to December 2007 out of the available stocks 
(value: Rs. 14.44 lakh), purchas~d prior to May 2004. Thus, there.was no need for 
purchase of fresh material (July 2004) which resulted in un11:ecessary blocking of 
funds. 

On this being pointed out in audit, the Chief Engineer PHE, Srinagar stated (May 
2007) that the material could not be utilised, as contract; for construction of 
production tube wens had expired and there was no response to the fresh NITs 18

• 

The reply is not tenable, as. in view of poor response to NITs, the Department 
could have undertaken· construction of tube wells departm~ntaUy as was done 
during 2005-07. 

Thus, the failure of the EE, PHE, GWD, Srinagar to assess requirement of stores 
and resorting to injudicious purchase. of stainless steel screens and collars, that 
could not be put to any use, resulted in blocking of Rs. 27 .O~ lakh for over three 
years. · · ~ ... 

The matter was referred to the Government/Department in June 2008; reply had 
notbeen receh1ed (September 2008). 

Taking 1lllJPl of worlk wiitll:n.oUlltt AA/TS resulted in inegufar expenditure of 
Rs. 46.33 fakh spennlt oJrn tll:ne bll"idge9 wlhtkh had been Jrende:red idle due to non 
consltir1lllction of apJPlroaches. · · · 

. . . . .· 

To provide road connectivity to five villages having a population of 4000, the EE, 
R&B Division, Handwara proposed (Jllne 2001) construCtiqn· of a 15.30 metres 
span Steel Girder bridge over Dangerwari Khul at NeeHpora, Babagund, at an 
esHmated cost of Rs. 49.98fakh for completion in two workitj.g seasons .. 

Scrutiny (October 2007) of the records of the EE revealed that. in anticipation of 
Administrative Approval (AA) and Technical Sanction (TS), the0:construction of 
the bridge was taken up (December 2002) and got completed (August 2005) 
through the contractor, at a cost of Rs. 46.33 lakh which in¢luded Rs. 9.61 lakh 
spent on construction· of four wing wans, not provided in the origin'al estimates. 
Due to execution of the extra items of work not provided in the original estimates, 
the work on the construction of approaches/retaining . wall~, estimated to cost · . 
Rs. 16 lakh, could not be taken up. In order to complete t\le bridge, a revised 
estimate for Rs. 42.35 lakh for completion of the left over works had been 
submitted only in March 2008 after a delay of more than 2 'h years of completion 
of the bridge, which had not been approved· as of April 2008 .. The EE stated . 
(April 2008) that the wing walls were constructed as per necessity at site and 

18 
. Notice Inviting Tenders 
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approvals shall be obtained on completion of approaches. The reply is not tenable 
as the failure to obtain the technical sanction in advance before taking up the 
construction work, led to execution of extra items of work not provided in the . 
estimates and consequent· non-completion of the approaches as wen as 
non operationalisation ofthe bridge. 

' 

Taking up of the work by the Department without accord of ANTS and execution 
of unapproved works resulted in irregular expenditure of Rs. 46.33 lakh spent on 
the bridge which ~a._g byen rendered idle for the last~e1ITS' due to 
non completion of the approaches. 

The matter was referred to the Government/Department in June 2008; reply had 
not been received (Septeiµber 2008). 

I 

Funds were advanced to the CoRlecfoIT'~ Land Aciquisitfon without adhernrrng lt((J) 
the rules and. materiiall was p:rrocumred Wiilioult assessment reslllliltiilillg i!rrn 
blocking.oft' Rs. 1.50 crore • 

. The Jammu and Kashmir: Public Works Account Code provides that a Divisional 
Officer should make an advance payment to the Collector, Land Acquisition 
(CLA), on the basis of estimates furnished by the CLA, for acquisition of land. 
Further, financial rules provide that a Government servant who has to purch'!se 
stores for public service should ensure that these are made in a most economical 
manner and in accordance with the definite requirement of the service and should 
not lead to locking up of Gov eminent money; 

. . 

On the directions (February 2003) of the Chief Minister, EE, PWD (R&B) 
Construction Dlvision.,.rv; Jammu prepared a Project report for construction of a 
railway-over-bridge (ROB) at. Channi Himmat, Jammu at ail estimated cost of 
Rs. 8.05 crore19

. which· was subsequently revised. (April 2004) to Rs. 10.58 
crore20

• The project, env~saged to be completed within one calendar year, was 
proposed· to be funded by the Railways. ~nd State Government on cost sharing 1 o, ' 
basis in equal proportions'. The cost of land coming under the alignment_ was to. be 
borne_ by the ·state: Goverrii:nent. However, after >the joint inspectfon by the 

__ Railway ·and _R&B· authbrities, the proposed site for construction -·of ROB was 
shifted, as the site identified initially was not foun9 feasible due to steep gradient 
and presence of HT Lille, 1 

· - • · 

... -· ... ·---.. . -· ... I ... ·- . .. .. . •. . . : • . , .... 

Scrutiny (November 2006) revealed that in anticipation of accord of 
administrative. approval _and technical sanction and without· receipt of estimates 
from the CLA, the EE, R&B Division~rv. Jammu advanced (December 2005) 
Rs. 1.05 crore to the CLA. The residents of the area whose land was coming 

. tinder the alignment of the: flyover, ·however, resented (December 2005) 
construction of the flyover and did .not allow evaluation of compensation to be 
paid: The EE, • also, without assessing actual/immediate requirement; procured 
material worth Rs. 44.65 lakh and expended Rs. 0.35 lakh on miscellaneous items 

. 19 

20 
Including Rs. 45 lakh for land acquisition . 

I :·· ·: • ,. • 

Including Rs. 56.30 lakhfor.land acquisition and Rs, 70 lakh for compensation of houses/shops 
. . . . 
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· during N()vemper 2005 to March 2007. fo the me11nwhile, the cost of the project 
was revised (March 2006) to Rs. 14.31 crore21

, bufthe constmCtioh work had not 
been st_arted as of May 2008. . 

The EEstated (M.ay 2008) that negotiation~ were in progr~ss for acquisition of 
land and the mc:tterial procured would be dmsl)med, as arid when the work starts .. 

The DeJart¢ent shoulclhave advanced funds to the CLA only after obtaining the 
estimate:. and.· after getting .the· required. approvals from. the competent authorities. 
for tak;ir1g up the work Not doing so, has resulted in locking up ofRs. 1.50 crore . 

. The matter was ref~rred to the Government in August 2008; reply was awaited 
(Septembet2008}> : . . . 

~§lt11fftffilft1t¢~grg1NJI!i'f~1@~Jl!!I!iillfiliE~~Tf?~~~[filill . 
FaUIDnre of th¢.Depart~elllllt to acquire fanidl before a~fotment oJf work for 
collllsltr)llldiollll •. o(a road iriemidleir~idl an expendifmre of JR,s. 67 :09 fakh unfruiitJfut . 

. · .\ . 

In ordert9 provide motoiable road conrtectivity to more th~n soo l.nhabitants of 
five vill3,ges situated onJhe left bank of Kandyar Nullah (Tehsil Katra), EE, 
Public WQrk.s Departtnent.·(R&B) .. Qi vision, Katra took up construction of· a 

· motor;ible bridge (February 2004) over Kandyar Nullah an:d · 1.3 KM road from 
the· briclge (May 2005) to village Tareen ·for completion ·in 3 ···and 4 ·Jri6nths, 
respectively, The works were taken µp for ·execution without admi11istrative 
approval (AA) and technic(ll sanction· (TS). The estimated· cost of the bndge was 

··Rs. 65.i6lakhand thatb[theroad was Rs. 28.60 lakh. . · · :-. . 

Scrutiny (December 2007) of, the records of the EErevealed that th~ bridge was 
cbmpleted (May 2005} af a cost of Rs, 65. 70 lakb but could not be put to use as· .. 
work on .the execution. of road; on which Rs. J .39 lakh had been spent (September 
2007). aligqi11g the bridge v.iitl:f villag~s, was he~d up due to ciisputei rendering the 
eqtire expe11~ittire of Rs. 6T091akh unfruitfoL .. . . · · ' ···· . . .. 

The EEstafecl (December 2001) thatJhe la~d owner. was being persuacled. to h~nd 
Qyer the £ec1uired 1and for construction 'of the road, · · · · · · · · 

ilius, f~i1u.re otthe departniertt in obtai~ing AAJTs and tcf ensuie that the land, on •. 
which.th~ 'ro;id Was to be· constructed, was free from. encumbrances before taking · 

·. up the W()rk, renderedthe. expenditure of Rs. 67 ,09 lak · .. llnfr:uiJfuL . . 

'fhe Il1attei"W.as.:teferr~d to th~ Governm ntin February 2008; reply had not 6ee11 · 
re~eiveci:csept~mber2008). .· . . . .. . . . 

•··.• .. ~llli!~~~~~11~~~~]i~~~ifil~~~~··. 

21 .. 
Excluding the cost of !arid 
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. sliould not be started till the State .Government has accorded its approval to 
release of such land. Th~ guidelines further provide that proposals for seeking 
ex posifacto sanction ot'the Government to clearance of the land would not be 
entertained; · 

Scrutiny (March 2008) of the records of the EE, PWD (R&B) Division,. Basohli, 
revealedthat the EE took up (Janufil)' 2002) construction of a road from Machedi 
to Duggian, without framing estimates and in anticipation of clearance. by the . 
Forest Department for the use of forest land. · The Department incµrred an 

· expenditure of Rs. 2055 lakh on earthwork excavation, when the work was · 
· stopped (.Tiily 2004) by the Forest Department due to not obtaining clearance from 
it for use of forestland. . . . . . -

·A ]ointinspection of the road alignment was carried out (September 2004 )by the 
Forest and the l)epartrnental officers. Based on their report, an amount of . . 
Rs. 17.94- lakh was defuartded (September 2006) by the Forest Department as· .. 
compensation forlarid arid trees.~Theamount had not been paid as of May 2008~ 
The Department in the : meantime submitted (March 2006) a revised Project 
Report for Rs. 2.47 crore· to the SE, which had not yet been approved. · 

. . . 

Taking up· the ex~cution of the work without .clearance from Forest authorities 
and the requisite approvals from competent·. authorities t)lus; resulted in an 
unfruitful expenditure of Rs. 20.55 la.kb. · · 

. . I · :._ . • -·· . • . . . , . 

The matter was refen-ed to the Government/Department m June 2008; reply had 
not been received (Septe'11ber 2008). · · 

ir~Mfit~mtt:mte~J.·~liatm~~1~fitll·ti•6aIQ.ijg£Q~2'.Y¢~nffi!~!!!r1P~~fl1~~ga1 

Fireq1U1ent changes in the cmistructiion proposals rendeJred the e~peimrllitllliire 
olf Rs. 13.87 lakh inc~1rred on construction of abutments; Ullliflruiff1Ll!H and· 
blocked Rs. 52.40 lalili on procurement of mateirilal, etl!!. > 

' -. ·. 

Construction of 66 mette vented causeway/composite RCC22 bridge at Jahama 
· over Kalanichakla~Jahama-Shahnagn road in R&B division. Handwara, was 
approved (March 2002) under RIDF23 -VII or NABARD24 at an estimated cost of 
Rs .. 20 lakh. The.Superintending Engineer (SE) PWD (R&B) Circle BaramtiHa 
allotted (July : 2002) *e construction of the abutments of I.x9 metre span . 
composite RCC bridge/causeway to a contractor at a cost of ~.s. 8.05 lakh. 
However, due to change in the course ofthe nallah, it was decided (May/June 
. 2003)• to construct a ·lx30 metre span ·bridge .. Accordingly, the estimated cost-of 
construction of the abutments was increased (JUly 2003) to Rs. 14.56 lakh and the 

. contractor raised both .the abutments of the bridge upto the nallah. bed level . at a 
. . . . .·· ·I • .. ._ . 

cost of Rs. 13.87 lakh. , · · · · .· · ·· ·. 

On the basis of jointirispection (July 2003) of the site by the SE ~nd EE, the 
. construction of vented causeway was not considered feasible. The EE, therefore, 

22 

23 . 

24 

·. . .· - - - .; 

· Reinforced Cement Concrete · 

Rural Infrastructure. J:)eve,lopment Fund 

National Bank for Agriculture and Rural Development 
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framed a revised proposal (January 2004) for construction of a 1 x33 metre span 
steel decked bridge at an estimated cost of Rs. 73.10 lakh. Later (February 2006) 
he suggested abandorung it, as the foundations were not designed properly and 
the depth had not gone beyond the scour level. 

A revised proposal for construction of a vented causeway for the designed length 
of 93 metre, at an estimated cost of Rs. 57.61 lakb, to be funded under State 
Sector was framed (June 2007) and Rs. 30 lakh allotted during 2007-08 were 
spent (March 2008) on procurement of cement (Rs. 10 lakh) and Tor steel 
(Rs. 20 lakh). After analysing the different hydraulic parameters encountered at 
site, the EE, in consultation with the consultants25

, once again framed (April 
2008) a revised proposal for construction of 2x25 metre composite decked bridge 
at an estimated cost of Rs. 1.57 crore. The same was not approved (June 2008). 

Audit scrutiny showed that an expenditure of Rs. 66.27 lakh26 had been incurred 
during 2002-08 on construction of abutments (Rs. 13.87 lakh) and procurement of 
materials (Rs. 52.40 lakh2

\ mostly at the fag end of financial years to avoid the 
lapsing of funds, which resulted in unfruitful expenditure and blocking of funds . 
The EE stated (June 2008) that possibilities of making use of the existing 
structure, raised at a cost of Rs. 13.87 lakh, would be explored after the accord of 
the adrrunistrative approval to the fresh_ proposal. The reply is not acceptable, as 
the foundations of these abutments had not been designed properly. Besides, in 
view of the change in the span of the proposed bridge, possibilities of utilising 
both the existing ,abutments constructed for lx30 metre span bridge in the 
proposed 2x25 metre span cqmposite decked bridge appear to be remote. 

Thus, due to frequent changes in construction proposals the expenditure of 
Rs. 13.87 lakh incurred on construction of abutments proved unfruitful. Also, 
Rs. 52.40 lakb incurred on procurement of material remained blocked . ...---
The matter was referred to Government/Department in July 2008; reply had not 
been received (September 2008). 
'"lio•,-:•~" -.L..,..,.<":-", --,- :,'\_.:._~,·· • 
~f:/!.·~! 1 ' ~j 1·' .... _:: , ...... ,~ .. r:-;~~~ ... 

The Department took up construction of a bridge without obtaining AA and 
TS and incurred an unauthorised expenditure of Rs. 12.08 lakh. 

To provide road connectively to 10 villages falling on left side of Rajouri river 
with Rajouri town, the EE, PWD (R&B) Division, Rajouri had proposed (January 
2001) construction of a 134 M Span foot suspension bridge (FSB) at Dhanwan 
Chakli over Rajouri river at an estimated cost of.Rs. 79.31 lakh. 

Scrutiny (January 2008) of records of the EE, PWD (R&B) Division, Rajouri 
revealed that in anticipation of accord of Adrrunistrative Approval!fechnical 
Sanction the work on the construction of abutments of the brjdge was allotted 

2S 

26 

27 

MIS Structural Engineers, Polo view Srinagar . 

2002-03: Rs. 5.40 lakh, 2003-04: Rs. 8.28 lakh, 2004-05: Rs. 2.02 lakh, 2005-06: Rs. 15.57 lnkh, 
2006-07: Rs. 5 lakh, and 2007-08: Rs. 30 lakh 

Cement: Rs. 12.43 lakh, Tor steel: Rs. 25.72 lakh, Bitumen: Rs_ 2. 18 lakh, Advance for steel decking: 
Rs. 12 lakh, and Contingencies: Rs. 0.07 lakh 
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. . . 

(Dece~ber 2001) to a c;bntractor for' Rs:. 21.97 <lakh for completion in nine 
· 1nonths. The contractor .took up •(December 2001) .the work for execution and 
after executing part work pf raising right abutment up to bed plate level at a cost 

.·.of Rs.> 9.34 lakh, stopped the work (March '.?005) as the Member Legislative 
Assembly of the area proposed construction of. a motorable bridge instead of the 

. FSB. The contractor also executed other works (diversion of nallah, construction 
of trenches and appr()ath roads) at a cost of· Rs; 1.36 lakh. Besides, the . 
d¢part111ent incurred Rs. l.38 lakh on contingent payments~ Material valued at 
Rs.5;97:_laldi procured by debit to.the .work .had also. not been consumed as of 
July 2008. 

· The EE stated (April 2008/July 2008) that the bridge was not completed due to 
non-approval of the proposal for construction of. the proposed motorable bridge 

. ·.by the higher authorities, as it involved.huge cost It was also stated that the above 
. contract~r refused to execute the work at the old rates. The division has invited 

fresh tenders forthe c'onstfllction of the FSB in May 2008. 

Thus,.failure of the Department in deciding about the type ofthe bndge that was 
to be constructed and unauthorisedly hicurring.B.s. 12.08 lakl)_thereonresulted 'in 
unfruitful expenditure of Rs; 12.08 lakh and locking up of Rs. 5.97 lakh. 

. . . - . 

TJ:ie matter was referred fo the Govem~ent/Department illJUfy' 20G8;feply had 
. not been received (Septer4ber2008). · 

j)epartmelllltal failu~e ! in seeking prior · applroval from the. Fmrest 
Department/(iove:rnment ~nd taking lllp the constrlillction work Ollll a 
demarcated Forest lancJ resulted in id.le expenditllllll."e of Rs~ 18.94 fakh. 

The J ammu and Kashmir' Forest Conservation Act (1997) and the Rules framed 
. thereunder in 2000provide thafthe works on projects involving lISe of forest land 
should not be started till the State Government has · accorded its approval to 

. release of such land. The guidelines ·further provide that proposals ·for seeking 
' . I . . . 

expost facto sanction of the Government to clearance of the land would not be 
entertained. 

Scrutiny (February 2008) of the records of the Assistant Commissioner, 
Development (ACD) Poonch revealed that the work on construction of a 
Common Facility Centre[ (CFC) and development of a children's park at Gali 
Maidari. in Model Village· Gagrian was taken up (February/March 2006) at an 
estimated cost of Rs. 24.97 lakh28 under the. Prime Minister's reconstruction 
programme. TlJ.e work ~as taken up on a demarcated forest29 land without the 
prior approval ··of the· Forest Department/Government. · After · incurring an· 
expenditure of Rs. 18.94.· lakh30

, further .execution of .the workwas stopped 

28 

29 

30 

Construction CFC: Rs: 21.47 lakh, Development of children park: Rs. 3.50 lakh 

Compartment No. 1-31 of S~wjian village in Haveli ·Range · 

Const~ction CFC: Rs.16.39 lakh, Development of children park: Rs. 2.SS lakh 
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(November 2007) by the Divisional Forest Officer (DFO), Poonch on account of 
unauthorised/illegal occupation of forest land. The Estates Officer, DFO Poonch 
issued (November 2007) a show cause notice to the ACD Poonch and three31 

other officers of the Rural Development Department asking as to why they should 
not be evicted from the demarcated forest land and to clarify as to why the 
building constructed in the forest area should not be dismantled. The construction 
work has not been resumed (May 2008) and the entire expenditure proved to be 
idle. 

The Block Development Officer, Mandi stated (May 2008) that prior approval of 
the Forest Department was not obtained, in view of the verbal assurance from the 
local MLA. The reply is not tenable, as non-obtaining of prior approval of the 
Forest Department was in violation of the rules/guidelines. 

Thus, the Departmental failure in taking up the construction work on a 
demarcated forest land without seeking prior approval from the Forest 
Department/Government has resulted in idle expenditure of Rs. 18.94 lakh. 

The matter was referred to the Government/Department in June 2008; reply had 
not been received (September 2008). 

Non-adherence to scheme guidelines resulted in payment of Rs. 2.64 crore as 
scholarship to undeserving students 

The GOI guidelines envisage payment of Post-Matric Scholarship (PMS) to the 
students belonging to Scheduled Tribe (ST) category for studies in all recognised 
post matriculation or post secondary courses. The conditions of eligibility, 
inter-alia, include the following: · 

a. the payment should be made for pursuing a recognized post 
matriculation/post-secondary course in recognized institutions; 

b. a scholarship bolder under the scheme will not ~old any other 
scholarship/stipend; 

c. the PMS amount on account of fees for seats in private colleges will be the 
same as for the students studying in Government institutions. Any extra 
amount will have to be borne by the student himself and 

d. refundable deposits like caution money, security deposit will not form part 
of the fee paid under the scheme. 

Scrutiny (July 2007/June 2008) of the records of the Director, Social Welfare 
Department, Kashmir revealed that five32 District Social Welfare Officers 
(DSWOs) had, in contravention of the guidelines, disbursed scholarship of 
R~re-tluring 2004-08, to undeserving beneficiaries as detailed below: 

31 

32 
Block Development Officer Mandi, Junior Engineer I/C Works and Secretary Panchayal, Gagrian 

Srinagar, Budgam, Baramulla, Leh and Kargil 
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);;;> Rs. 2.60 crore had been disbursed to 1,263 students for pursuing courses 
in unrecognised institutions. 

);;;> Rs. 0.76 lakh had been disbursed to nine students who were in receipt of 
Frontier scholarships. 

);;;> Excess amount of Rs. 2.94 lakh had been disbursed in 152 cases either due ..--- ·-
to non-deduction of refundable fee (security deposit) from the scholarship 
amount or disbursement of scholarship in excess of fee actually charged 
by the institutions. 

The Director, Social Welfare Department, Kashmir stated (July 2008) that the 
matter would be looked into and remedial measures including recovery of excess 
amounts paid, wherever necessary, would be affected. 

The matter was referred to Government in October 2008; reply had not been 
received (October 2008). 

Injudicious action of CEO, PDA in taking delivery of vehicles without 
inspection and failure to rectify defects resulted in idle investment of 
Rs. 15.60 lakh. 

To provide environment friendly transport at Patnitop, besides earning revenue, 
the Patnitop Development Authority (PDA) approached (December 2003) Bharat 
Heavy Electricals Limited (BHEL) against their offer, for supply of two33 Battery 
Powered Road Vehicles (BPRV) at Patnitop. As per the terms of the offer 
(January 2004), 50 per cent cost of the vehicles was to be paid as interest free 
advance along with the purchase order and the balance amount including taxes 
and duties was to be paid against delivery and inspection of the vehicles. 

Scrutiny (May 2007) of records of the Chief Executive Officer (CEO) PDA 
showed that an amount of Rs. 27.39 lakh was paid (March/June 2004) to the 
suppliers in two34 installments. The inspection clause was waived (March 2004) 
by the CEO in lieu of early supply of vehicles. The vehicles were supplied in 
April 2004 but were not operated for a year due to non-registration with the 
Regional Transport Office. An expenditure of Rs. 3.80 lakh was also incurred on 
payment of toll tax, fixing of sheets and fabrication of cabins. The vehicles were 
put to operation in May 2005. After plying for a brief period of five months, the 
vehicles were grounded (October 2005) as they developed some defects. 

The CEO stated (April 2008) that the vehkles could not ply as the defects had not 
been set right by BHEL which inspected the vehicles in October/November 2007. 

After the matter was referred to Government/Department in May 2008, the CEO 
contradicted his earlier reply (April 2008) and stated (September 2008) that 

33 

34 

One for 70 Km range (Rs. 11.12 lakh) and another for 140 Km range (Rs. 1327 lakh), local taxes and duty 
extra as applicable 

First installment (50 per cent cost of the vehicles) along with the purchase order: Rs. 12.50 lakh. Second 
installment: Rs. 15.20 lakh 
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BHEL officials had rectified one vehicle in November, 2007 and the second 
vehicle could not be set right due to non-availability of spares.The investment of 
Rs'. 15.60 lakh on procurement of the vehicles has thus, prov¢d idle. · -_ _ · 

~~f1laii~~11ift1il§~;;,~;@~~~1rwrfi~J~1K~£;~~l!~~fift~~~~1@l~!ili2ri?1~tr1;]_· 
Phalagam Development Auitlhlrnrity t~ok up execution ofihe works, withoµt 

-ensuring availability of f111lndls iresudting in idle investment of Rs .. 28.87 lakh. 

With _ ~ view t~ rehabHitating ·the dislocated shopkeepyr~ -\Vhose vends g;ot 
demolished during beautification drive atAishmuqarri, the· Government decided 
(June 2004} to· construct a doubfo:-stoteyed shopping cciinplex' comprising 
86 shops (43 in each floor) in two phases atan.:estimat¢d·cosfof Rs~ Ll2 crore 
(Phase-I: Rs. 53.59 lakh; Phase:-U: Rs. 57.91 Jakh). ·Forty; three shops; ·so 
constructed,. were··to·be allotted to dislocated.shopkeepers .at .a suhsidised.·rate of 
Rs. 0.50 lakh per shop and the remaining 43 shops were to be allotted, under 
general category, by way of auction, with a mil1irnuih reserve price of 
Rs. l.25 lakh per shop. The Chief - Executive 'Officer (CEO), . Pahalgam 
Development A:uthority (PDA) proposed construction of Phase~I of the project in 
the fiistiristance with State fundstothe tune of Rs; 32lakh apd Rs: 2L50 lakh by 
way of recoveries from the displaced shopkeepers at the rate of Rs .. 50,000 each; 

Scrutiny of retotds -(February 2008} of the· CEO; Pb A revealed>that \\'ithout 
Administrative Approvalffethnical SanctiOn and in. anticipation of receipt of full 
amount from.· the. beneficiades, .:the· PDA _invited tenders (FebtUary 2005) for 
Phase-l (43-shops) at an advertised cost of Rs. 41.89lakh andafiotted (April and 
July 2005) the work to five contractors for Rs. 39 .52 lakh f~r completion· within 
three months. The work was stopped (April 2006) by the contractors due to 

. non availability of funds, by which tl.me an expenditure of R~. 38~07.lakh (Rs. 32 
lakh.from plafffun_ds ·and Rs. 6.07. lakh out· of the contribu'tioh (Rs.-6.91 ·Iakh) 
made by 20 dislocated shopkeepers) was incurred. As a result only 10 shops were 
completed (without electrification) and allotted to the beneficiarieS;-The work has 
not been resumed as. of June 2008. It was also observed th~t against Rs. 21.50 

·. lakh recoverable from 43 dislocated shopkeepers, the PDAreteived only Rs. 6.91 
lakh from 20 shopkeepers., 

Action of the PDA in taking up execution of the works without -obtaining 
approvals and ensuring availability of funds by way of recovery of the full 
amount from the beneficiaries resulted in idle investment ~5. ·· 

The matter was.referred to the Govemment/Departinent in June 2008; reply had 
·11otbeen received (Septeinber2008). 

35 
. . - . 

Worked out on pro-rata basis (total expenditure incurred on construction: Rs. 3S.07 lakh less by the prorata 
allotted cost of IO shops: Rs. 9.20 lakh) 
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, , 

·-43 Regularity and otherr issues 
' .• - . . • I _· . , 

CEO, A1mmtllllag iiiriregufarlly 1ll!1tmised Rso 17010 IlaklIB meallllt foir impirovemellll~ oft' 
. _- schools, to fuee¢ dlay..;to~([fay expendihtureo . · 

Rule 2.:2 (b) of the J&KFinancial Code provides that money relating to the fees 
of the students in Government 'Educational fastitutions on extra-curricular 

·- ac_tivities shaU not be utilised for any purpose other than that for which these have 
· been received except with the sanction of the JH[ead of the Department concerned. 

\ . . . . . . ~ . 

_ _ Scrutiny (October 2007); of the records of the Chief Education Officer (CEO), 
Anantnagrevealed that out of Rs. 33.16 lakhreceived (October-2004 to August 

· 2007) by the CEO on account of common poolfbl;ll,ilding'_ funds, Rs. 18 .45 lakh had 
irregularly been utilised to meet the day to day~ expenses viz purchase of 

·• POL/Stationery, payment of telephone/mobile bills· etc. 'fhe CEO stated· that the 
ftirids were utilised due to short release of funds by the Government to meet its 
requirements necessitating utilisation of pool ·fu~cis towards such expenditure . 
which .was being recouped subsequently. The reply of the CEO is not acceptable 

. as th~ sanction. of the Head of.the Departmentfor diverting the amounrtor any 
purpose other .than that for which these were received had not. been obtained; 
Besides, only Rs. l.35 iakhwere adjusted during the penodand Rs. 17.10 lakh 
had not beenrecoupedas:ofFebni~ 2008.- · • - -~- · · - -

. . . . - ) 

Failure of the CEO to lirtjit its expenditure within the budget aHocation resulted in 
irreg~lar utilisation~ l 7 .10 lakh mea~ for improvement_ ?fschools. · 

The matter_ was· referred to the Government/Department in June·.2008 and the 
... Government replied (September 2008) that the department would initiate steps to 
. allocate the requisite -budget to the concerned CEO so that the amount was 

__ . ·recouped. The< Government also assured (October 2008) that strict i][lstrUctions 
- -would be issued to· all the educational institutions to avoid misuse of funds. 

Diirector Local Bodies, JammWKashmiir liriregllllllairlly apponllllted 11 peirsol!lls. 
all!d Jm;uirredl 11.mauthorised expemllntmre of Rso 26031 Ilalklln -· ol!ll · paymell1lt of· 
wages to themo . 

bi terms of the -State Stjbordihate S~ryices Recruitment Rules,_ appointments to 
non.:gazetted posts are io be. made by the Service Selection Board (SSB), after 
Vacancies- existing in a;--. department are ·referred to it by the -Adrrtlnistrative 
Department concerned. : Further, in· terms of the Municipal.·_ Act, · 2000, 
municipaHties are requfred to obtain Government approval prior to fining up of 
vacancies. -

Scrutiny of records (May 2007) of the· EE, Local Bodies Division-I, Jammu 
· revealed that the . Director, Local Bodies, Jammti, in -. violation of the 

111 

l 
'"--



Audit Report for the year ended 31 March 2008 
. ¥4¥@ 4 • *S # it; 6. ~""MW· ·&YF!Ak-a"Wfi' ¥€•. •:1 1 dtr f ,, ... ¥ - £a+ 

. . 
. . 

aforern~ntionep .·procedur~; . appointed· two persons-a Junior Engineer and·· a 
Cqmputer Assistant, in·. June 2002 and February 2005 respectively, without 
refotringthe\facanciesfothe.SSB. . . 

Further, -scrutin~ of re~ords of the Directorate, Local Bodies, Kashmir revealed 
that Munidpai Committees,· Sumbal/Kunzer/Lakhanpur had. also made nine36 

appointments· irregularly iri various cadres between Febrtiary 2003 and March 
2007,. without obtaining prior approval of the Government. · 

· An expenditure of Rs. 26.3r Illich had been i~turred, between July 2002 and 
August2008, o~ account of pay and allowances to.the 11 persons so appointed. 

The Dir~ctor, Urban Local Bodies, Kashmir accepted the ~udit observation and 
stated. (July/A~gust 2007) that instructions had. been issued to all· the Municipal 
Committees not to make such appointments. It was · ~lso stated that the 
appointments m,ade · by .· the Municipal . Committee, S.umbal, were under 
investigation, Hdwever,' reply was silent about displinary action taken agaillst the 
officers/official~ ·responsible for making jrregular appointments. The EE, Local 

· Bodies. Division-I, J ammu, stated (May_ 2007) that · the appointments were 
regularised by the Director, Urban Local Bodies~ The reply is not acceptable, as 

. the Director was neither vested with powers to regularise the appointments· made 
'in ... vfolation of the prescribed recruitment 'rules nor was; competent to make 
appointments without ref~rring the vacanCies to. the SSB, ; . 

The matt~r was referred to the Government/Department in July 2008; reply was 
no~received. (September 2008). 

Ad[vandng money mthQllllt asceirtaiining . the statl!llS and! 'cost . of the land iin 
order to avoiid Ilapse of frnrndls ~esuUed in non-utilisation· of Rs .. 50. · lakh for 
more thal!l•fouur years besides IDlOllllcestablishment·of Imllusfrfal~ . 

UndertheLand Acquisition Rules, the Collector ofa District, on application of a 
departmental officer, is required to supply the data necessary for an estimate of 
the valu~ of land to be acquired, for which compensation is to be paid. The rules 
also pnwide that if the award is not made within two years, the entire proceedings 
for the acquisition would lapse. · · · 

Scrutiny (December 2005/January 2008) of records .of the General Manager, 
District Industries Centre (GM, DIC) .BaramuHa revealed that in anticipation of 

· receipt of dataf or es~imating. the value of land to be acquired· from the Collector 
and to avoid lapse of .funds, an amount· of Rs. 50 Illich w'as advanced (March 
2004) by the GM to the Collector for acquisition of 302 kanals and 3 marlas of 
land required for.establishment of three Industrial Estates at Johama, Watergam 
and Utikoo. It was observed in audit that the land identified (February 2004) by 
GM; DIC and Revenµe Officer jointly, could not be acquired, as the land owners 

36 
· . Sumbal: 5 (Death and Binh Repbrters-3, Piantation W~tcher and Works Supervisor- I each); . 

Kunzar: 3 (JCB Operator;Tipper Driver.and Mali- 1-each); Lakhanpur: I (Computer Assistant'-. One) 
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. ' . 
at Utikoo showed reluctance in handing over their land and the proposal for 
·acquisition of land at Watergam was rejected by Financial Commissioner 
(Revenue). Besides, Irrigation and Hood Control Department also objected to the 
use of the identified land at Johama for the requisite purpose as the same was 
being used for dumping pf dredged material from river Jhelum. As a result, the 

· entire amount of Rs. 50 laich remained blocked from March 2004. 
i 

. The CoUector, Land Acquisition Baramulla stated (April 2008) that the 
proceedings of acquisiti6n had lapsed and that fresh proceedings were being 
initiated. The GM., DIC Baramlillla. however, replied (March 2008) . that the 
process of law has hampered the acquisition and there was no fauh on the part of 
his department as the departments in possession of the land had shown a casual 

. approach for the fast three years whHe the private land owners had approached the 
court of law. The reasons given by the GM,DIC Baramulla does not absolve him 
of the failure on: his part to ascertain the status of the land to be acquired and 
Hkely cost ofits acquisiti~,m before advancing money for acquisition of land. 

. I . . . ·. 
Thus, advancing of money without ascertaining the status arid cost of the land in 
order to avoid lapse of funds resulted in blocking of Rs. 50 lakh for over four 
years besides non-establi~hment of Industrial complex. --

The matter was referred to Government/Department in May 2008; reply had not 
be((n received (September 2008). · 

4.4 General 

Non'."submission of suo.;,hzoto.Acttiol!ll takelill No1es 

As per the instructions issued by the State Gov~rnment (Finance Department) in 
June 1997, the administrative departments are required to furnish to PAC/COPU 
suo-moto Action Taken Notes (ATNs) on aH the audit paragraphs featuring in the 
Audit Reports irrespective of the fact that these are taken up for discussion by. 
these Committees or no( These ATNs are to be submitted to these Committees 
duly vetted by the Accountant General (AG), within a period of 3 months from 
the date of presentation of Audit Reports in the State Legislature~ 

It was, however, noticed that none of the Departments had submitted suo-moto 
ATN s in respect of their paragraphs/reviews featuring in the Audit Reports for the 
years 1990-91 to 2006-07. · . . 

4~~~~~~w11fi111rt.mm.ft~~6:mmTfiUNtf«ili§iftttrt~~@~mJ1~~mr~~t1~ . 
Action Taken Notes, duly vetted by the AG on the observations/recommendations 
made by the PAC/COPOin respect of the paragraphs discussed by them are to be 
furnished fo these Committees within 6 months from the . date of such 

·observations/recommendations. The PAC/COPU reconstituted (November 1996) 
. I . . , . 

after the expiry of Presid~rtt' s rule in the State decided to skip over the discussion 
of Audit Reports prior to the year 1990-91. Out of 785 paragraphs featuring in the 
Audit Reports for the ye~s 1990-91 to 2006-07, only 262 paragraphs have been 
discussed by the PAC/COPU up to March 2008. Recommendations in respect of 
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170 paragraphs have been given by the .Committees (PAC/COPU) but...~TNs on 
the recommendations of the Committees have not been furnished . by the 
Administrative Departments despite the AG taking up' the matter with the 
Chairpersons o_f the two committees and the_ Chief .SecretafJ'. .. 

l4)f(t~~~~tf~~wrQ!&esP,BWS.]fi~;~A.mlff;~~1tc11:~%ti~M~{~&lrpJ~~~~~~lli~iQ~!~ 
The Hand Book · of Instructions for ·speedy settlement of Audit 
observations/Inspection Reports (IRs), etc., issued by the Government (Finance 

. Department) provides for prompt response by the executive to the IRs issued by 
the AG to ensure remedial/rectification action in compliance with the prescribed 
rules and procec;lures and accountability fof the deficiencies, lapses, etc. brought 
out in the IRs. The Heads of offices and next higher authorities are required to 
comply with the. observations contained in the IRs and rectify the defects 
promptly and report the:i.r compliance to the Accountant General. 

Four Audit Committee meetings were. held during 20,07-08 in respect of 
parag"raphs contained in IRs pertaining to the civil wing, wherein 115 transaction 
audit paragraphs were discussed. 41 paragraphs were settled fully and 18 were 
partially. settled. ' · 

At the end of March 2008, 8,290 IRs involving 32,356 paragraphs pertaining to 
d;ie period 1998:..08 were not settled~ . · ' 

Lack of response to Audit indicated inactio~ against the defaulting officers, and 
facilitated continuation of serious financial irregularities· and loss to· Government · 
even after being pointed out in aud:i.t 

·,:~i: 

It is recommended that the Government should look into t~is matter and revamp 
t_he system to ensure proper response to the audit oqservations from the 
departments in a time-'borind manner. · · 
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The objective of the Department is to increase food production, by increasing 
the distribution of high ]ielding variety of seeds to farmers~ bringing more land 
under·· cultivation and : improving the performance of seed farms. The 
production. of food grains in ·the State increased steadily during 2003-08. ·. 
However, the Departme~t failed to achieve the Tenth Plan targets mainly due to · 
underutilisation of funds, poor performance of departmental farms, non
utilisation of the available area, etc. due to which the State had to rely on 
imports. 

~ Out of an expenditure of Rs. 550.68 ciroire (excluding Oll11 CS§) 
· incurred· during 12003-08, the . Department iincll!lued Rs • .470.66 ciroire 
(85 per cent) on establishment; . . 

(Paragraph: 5.lm 

-~--- .Yield obtained in respect ofbreeder seeds was not as per the llllOirms ([])Ir 

assessment. ·· Actual dfatribll1tion of seeds was far !bellow tlhle 
requirement. 

(Paragiraphs: 5.i0.2 and! 5.10.41) 
. .. ' . 'I . . . . . ·. ·. ·. . .·, . . 

The net _sown area declined by 11,000 lhleda:res dull"ing 2004-07 smd tlhle 
irrigated area re<luced by 2,000 hectares. · 

(Paragraph: 5.:H.0.5) 

~ . 1,4102 items of pump sets and sprayers pmrchased dulf'llllllg 2004-05 lhlad. · 
not been iissued to farmers. . · · · · .. · ·_· 

(Paragrapllll: 5.U) 
. : .- . ..1' • - . . . -. : . 

Jammu and Kashmir has ,a total geographical area of 2.22 lakh1 square kilometers. 
The population of the State, as per 2001 census, was 1.02 crore with a rural 

' population of 0.76 crore (75 per cent). The rural population is mainly ·dependent 
on agriculture and agro~based enterprises .. The :total area according ,to revenue 
records (March 2007) was 24.16 lakh hectares, out of which, only 7.42 lakh 
hectares (31 per cent) was the net sown area. The. Agriculture Department 
fonmilates and impleme~ts strategies to bring about economic development of tlie 
people particulady in. rural areas through production and . distribution of hybrici 
variety ·. of seeds, vegetable development, increase cropping · intensity by 
promotion · of farm m~chanisation,. undertaking soil and . water conservation 
measures, etc. on sustainable basis. . . . . . 

- -.. : . . . - - ' ·. . 

~ .:·i~-~~~~ti~~~1aw1i1fin~m1~it~\tt~~~m1~~(~~~1•rt~~t~~1~~~~~ ~~~n~ -
.··.The· organisational set up of the Department is a~ indicated in Chart 5.1: · .. 

Including 1.16 hikh sq~are kilometers under illegal occupation of Pakistan a~d China 
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Clllart-5.1 

I Principal Secretary I 

I I I 
, 

I I 
Financial Joint Director, Dfrector, Director, Director, 

Advisor and Director,. Agriculture Horticulture · Seridulture Horticulture 
Chief Accounts Planning · Jammu/Kashmir · Jammu/Kashmir Jamniu and Planning and 

Officer 

I 
Joint Director 

· (Inputs, 
Extension and 
Engineering ) 

Kashmir · Marketing 
. 

I I 
Deputy I Assistant Divisional Seed Divisional Soil Officer, · Chief 

Directors (4) Certification Seed Analyst, Accounts Agriculture 
Officer, Plant . Officer,(Jammu/Kashmir) Officer in each 

Protection Officer district 
(J ammu/Kashmir) 

A review of the functioning of the Agriculture Production Department figured in 
the Report of the ComptroHer and Auditor General of India' for the period ended 
31 March 2005. The current integrated audit of the Agriculture Department was~ 
conducted during April 2007 to March 2008 by aJest-check of the records of 95. 
out of 142 offices of the Department, involving an expenditure of Rs. 284.38 
crore (56per cent) and covered the period 2004-08. · · · · · · 

An integrated audit of the Department was undertaken to.see whether:. 

};;;> the Tenth Plan/annual targets were achieved; 

);;;>. adequate seeds were distributed to the farmers; 

};;;> infrastructure created was gainfully utilised; 
.• 

};>- ·. Centrally Sponsored Schemes were implemented as per guidelines; 

};>- financial management was effective and rules were duly adhered to; and 
····I 

};;;> the prescribed monitoring mechanism was in place. : . 

~f-sw~~~ltuditi~qilfferJ 
Audit findings were benchmarked against the following critetj.a: 

};;;> Tenth Plan/annual plans 

};;;> Guidelines of Centrally Sponsored Schemes 

};;;> Finan~ial rules and regulations 

};;;> Prescribed monitoring mechanism. 
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· Entry conferences were held with the concerned heads of offi~es audited wherein 
the audit objectives arid criteria were discussed; Units for detailed scrutiny were . 

. . . .· . I . .· . . . 

seleeted on a random ·sampling basis. An exit conference was held (Septe~ber 
2008) with the Prindpali Secretary to the Government, Agriculture Production 
Department wherein audi~ findings were discussed. The replies of the Departmen~ 
have been incorporated suitably in the report. · 

:lA.'.f'':""."1i:' 11::cv~UUA~;~i 

Signif!cant audit findings 1are disc::ussed in the·subsequent paragraphs: 
. i . . . 

. : . ' ·. . 

mli~~~i.iP~Wlil>fitita~Jl~itafiff~~1111~i~Jr.~;tt~~~~1~1Jifi!t$l~~t~~t~~};~~~t~ 
I . 

The agriculture and aHied sector contributed about 27 per cent to the Gross State 
Domestic Product (GSDP) while agriculture sector specificaUy contributed 8-9 
per cent of the GSDP. c!uring 2006-07. The plan allocation under agriculture and 
alHed services was meager and declined from 9.42 per cent in 2003-04 to 
6.03 per cent in 2006-07.: The allocation under agriculture sector alone, however, 
declined. from L89 to 1.46 per cent during this period. Despite a decline in the 
pfan allocation in the s

1

ector; the funds provided under Centrally Sponsored 
Sch.emes (CSS) were. no~ fully utiHsed as can be seen from the position of funds 
allotted and expendiiture•·incurred thereagainst ·by the two Directorates (Jarnmu 
and Kashmir) during theperiod 2003-08 as detailed below: 

'll'alblle 5.:Il. 

2004-05 54.31 46.60 13.23 114.14 53.82 10.15 108.26 

2005-06 61.90 52..86 ' 15.76' ' 130.52 61.45 49.67 12.65 123.77 

2006-07 ' 68.55 52.45 ,lb.90 131.90 67.16 50.33 8.74 126.23 

2007-08 9.64 '137.15 '9.44 156.23 10.982 '125.96 8.76 145.70 
.if." ·'~~'K~llll'.'ill :ttillx!iif~§~! l!il'~3·"iit:ig0·~i¥ rtllltJ;!l,~w5~f'ri~1~ !l';~~l!1fas''.~lii\i.1 ~:~~li~1iitl~'8~ fq;ij~f;:?.Ni:~¥?;.1'l¥'11Ji ~~~$~1f"1;~1i~~: it~!Vlr·s''ii~s''~~ij ~i}' .. :PµU~...lli.9...~ ft.~t~-~o:'.l1~~J~1 tt;~;;~:h ,?."-?:• .~;a ~·l~ffr~~ .<i!.~>:!_"1,.':;f ,,f!~.;..~8hl..VM •..,l.:_M?::. Woi~µ!tft,~~~~V~~f ;~.':~:.::r;;r~)L:._~:.~·;1.~ •'ll~~~.$j'.~~(1~~1~ ;,iJ;_l,fi"fliit ?.~• .... lll~g 

(Source: Departmental records) . 
i ' 

As can be seen from the above table, the average utilisation of fuiq.ds during · 
2003-04 to 2007-08 was 95 per cent. Test check revealed delays in release of 
funds by the administrative department to the nodal/executing agencies, which 
not only resulted in non~utHisation of funds but. also deprived the Department of 
further daims from the QOI as discussed below: 

)» Under the· CSS 'Integrated Scheme of Oil Seeds, Pulses, Oil Palm and 
Maize' the GOI had reieased Rs. 85 lakh (May 2004) and Rs. 1.43 crore (May· 
2005) as first instalment of assistance against the approved allocation of Rs. 1.70 · 
crore and Rs. 2.85 cro~e during 2004-05 and 2005-06 respectivdy. The funds 

i ' ' 

2 Excess· expenditu~e under plan was due to incurring. of expenditure under revenue ~ithout budget 
provisions . i ' 
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were required by th~ executing agencies during the sowi~g period (1st 'and 2nd 

quarter of the year) of Maize. Audit scrutiny showed that the funds were n~leased3. 
by the Government to the two Directors after a delay of i 4 to 6 months .. As a 
result, the executing agencies could spend only Rs. 1.57 cr0re tl}~reby leaving an 

. unutilised ,balance of Rs. 70.49 lakh. Consequently, the !second instalment of 
Rs. 2.27 crore could not be claimed/availed ofby the Department for these years. 
Though an action plan for Rs. 3.0:i crore was submitted (September 2006) for 
release of funds during 2006-07, no funds were released by the GOI. Failure to 
release funds in time and non-utilisation of the released funds in full resulted' in 
non-availment of the Central assistance of Rs. 5.29 brore4

. The Director 
Agriculture (DA), Jammu attributed non-utilisatio~fmrashorelease of funds in 
the 3rd quarter of the year while the DA, Kashmir stated th~t, due to cash crunch 
in the treasuries, the funds could not be utilised. : 

; 

. As per the orders (March 2002) of the Government, all! non.:.plan budgetary . 
support provided to various corporations/public sector: undertakings from 
April 2001 was to be dassified as loan and was recoverable in 20 instalments at 
an intere"st rate of 15 per cent. The repayment of loan had ·.a moratorium of two 
years and was to be payable on 1 October 2003. In case of default, the amount in. 
default alongwith penal interest at the rate of 3 per cent per annum was to be 
recovered in cash or deducted from the budgetary support due, to the defaulting 

. • . ' ! 
corporatxon. : . · · 

Scrutiny (April 2007) of the records of the Department showed that Ru;P~re 
was advanced (2001-07) by it to the State Agro-Ind~stries Development 
Corporation as plan assistance to meet the expenditure on ~alary/wages, etc. No 
recov~had been affected from the Corporation . and the~ recoverable amount 
sto_Jd at Rs.~cluding interest/penal interest as of:March 2008. . .. . 

~4t~'.itf"'1lti(lt~flcur;J)f€:Ji~li _ ·. z~~fi~] 

Financial rules provide that no expenditure should be incutred unless funds to 
cover the charge exist and that the expenditure does not exceed the funds 
provided. · Scrµtiny revealed that Joint Director (Input~) and the Potato 
De'velopment Officer, Jammu had created a liability ofRg.i.4-Brore on account 
of purchase of seeds (Rs. 2.29 crore: 2006-08) and its handling charges (Kharif 
2000 to Kharif 2007) which had not been paid as of March 2008. The Joint 
Director, while justifying (June 2008) the excess expenditure oYer and above' the 

. grants, stated that the expenditure was incurred to meet the:demand of the field 
· agencies. However, it is emphasised here that a proper demand for. release of 

sufficient funds to carry out the activity should have been rai~ed. . · 

4 

5 

November 2004: Rs. 85 lakh; September 2005: Rs. 1.42 crore 
Rs. 2.27 crore; Rs.·3.02 crore 
Principle: Rs. 1.85 crore; interest: Rs.2.54 crore; penal interest: Rs.9.83 lakh 
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The GOI sanctioned {2006-07) a grant-in-aid of Rs. 13.34 lakh to the State 
Government as reimbursement . towards expendi~ure incurred by the Director 
Agriculture, Jammu on µ-ansportation of 29,091.36 quintals of various seeds 
within the State to variou~ sales outlets during Rabi and Kharif 2005-06. No funds 
had; however, been released by the Administrative Department to the Directorate 

·of . Agriculture as of September 2008. The State Agriculture Production 
Department stated (April

1
2008) thatthey had not received the sanction letter and 

. had not communicated it to the Director Agriculture, Jarnmu. 

s~lfi1f~@~~N:6ii*litUmiitran.~~t:.Atfiwa~~ljf,~~1~~~\i~~~~j,'\'jn~~11~i,a~t~!f~~J~Ji'fJl(~~111~~§ 
. . ' 

To provide irrigation facilities to saffron growing area in Konibal and seed 
·. multiplication farm · Allowpora (District : Pulwama), Rs. 22.44 lakh6 were 

advanced to the Ground Water Division for drilling of tub'e wells. T~~~cution 
had not howeve~ been started as of March 2008 resulting in blocking of funds for 
inore than three years. 

The Director, Agriculture intimated (May 2008) that a team of officers was being. 
constituted to look into the matter. and tO select a suitable piece of land for the 
purpose. The Joint Director attributed non.:.execution of the work to uneven 

·.surface of· the farm area with an undulating topography,· making it difficult to 
identify, the spot where the bore well was to be installed. The reply is not tenable 
as a suitable land was to: be identified before advancing the money to the Ground 
WaterDivi~ion. 

. . 

. Advancing of funds to the executing agencies without proper survey and 
identification of the suitabie sites led to Rs. 22.44 lakh remaining blocked with 
the executing agencies and consequent non-accrual of benefits. . 

m~~~?1Ntruneli~hc~'!!'5ii~fdffi.'*itd~&mti'~j~~1:*11t~i~~illli~1~~,~~1~i~li!¥.fii 
The Department was required to prepare an annual·. trading account indicating, ·•··· 
inter-Cl.Zia, procurement of raw material, sale proceeds realised and the position of 
opening and closing stqcks for its trading activities. Audit scrutiny (September 

·· 2007) of .the recmds showed tb.at despite !Ilentioning .. in the Report of the 
Comptroller and Audit~r General of India for the year ended 31st March 2002, no 
such accounts had been mainta:lned by the Department as of March 2008. Rupees 
26.37 1'1kh allo.tted to tpe Department under the component "foterest on trading 
account" was drawn and credited to the capital head as receipts. This irregular 
practice of allotting funds, its drawal and c;:rediting thereof to ·the same head as 

· ·receipts was not clarified to:audit. The Farm Manager, Chinore stated (July 2008) 
. ' that as no trading accovnt was·being mainfai~ed, the allotment had been: credited 

to the capital head. However, the matter was stated to have been taken up with the 
Joint Director (Inputs} for Clarification. · 

.6· Konibal: Rs. 15.44 l!fkh; Allowpora: Rs. 7 lakh 
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Out of the targetted revenue receipts of Rs. 14.20 crore, the Department was able 
to realise only Rs. 11.38 crore during 2003-08 on account of sale proceeds of 
small/large farms, commercial crops, potato seeds, testing charges and licence 
fee. There was also shortfall in achievement of targets in capital receipts as 
tabulated below: 

Table 5.2 

es in crore) 

(4401-Capital outlay on Crop Husbandry) 

Sale proceeds of seeds 
6.05 3.72 5.80 3.24 6.00 4.48 6.95 5.07 7.75 6.05 

(39) (44) (25) (27) (22) 

Sale proceeds of 1.05 0.64 1.60 0.60 1.60 0.90 1.85 0.94 1.60 1.01 
Agriculture implements (39) (62) (44) (49) (37) 

Sale proceeds of 0.54 0.16 0.14 0.05 0.17 0.03 0.16 0.01 0.05 0.02 
pesticides (70) (64) (82) (94) (60) 

Sale proceeds of 0.34 0.32 0.20 0.10 0 .30 0.30 0.30 
Padgampora farm7 (6) (50) (100) 

9.70 7.08 
(Source: Departmental records) 

As is clear from the above table, the percentage shortfall ranged between 6 and 
100. Reasons for shortfall were not intimated. However, audit of records showed 
that the Department had failed to recover Rs. 2.07 crore8 on account of sale 
(1998-99 to 2007-08) of tools and implements. e oint Director, Agriculture 
stated that the concerned officers had been directed to recover the outstanding 
amount from the defaulters. 

Out of an expenditure of Rs. 550.68 crore (excluding on CSS) incurred during 
2003-08, the Department incurred Rs. 470.66 crore (85 per cent) on 
establishment. The exorbitant cost of establishment prevented any significant 
expenditure on crucial areas of agricultural production, thereby affecting the 
development of agriculture in the State resulting in import of more food 
grains/seeds from outside the State. 

Receipts of Padgampora farm for the year 2003-04, 2006-07 and 2007-08 have been classified by 
the department as revenue receipts 

Jo.int Director. A~culture Ja~u: Rs. ].J90 lakh; Joint. Director Kashmir: Rs. 81.12 lakh; Joint 
Director Engmeenng Kashmir: Rs. f2 57 lakh; Agnculture Research Engineeri ng Jammu: 
Rs. 39.38 lakh 
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The agriculture sector is guidedby the National Agriculture Policy, 2000 which 
aimed at a growth rate of~ per cent during the 10th plan period. The targets set by 
the Department, was far below the 10th plan targets, as indicated in the following 
table. · · · , · · 

Targets for achievement at the • 
end of Tenth piari period 

Tabile 5.3 

629.50 

Targetsefby ~e Year ·T~ll"get · Achievement Target Achievement T~!l"get Aclhieveme11t 

580 578 502 464 610 . 524 
Department visca- 1-~_:_-l-+--.J-_:_-----:,--:-+-'-'--::-::-::-+c.___;,,----~+.,.--7:-::-t----~:-i 
vis actual 2oo3-o4 

achievement d_uring 2004-0~ .. 
the plan period 

. 2005-06 

2006~07 .· 

2007~08 

Shortfall with reference to 
targets set in Tenth Plan during 
the year 2006-07(per cent)'. 

* Provisional figures 

. j 650 

'640 

i 640 

640. 

I 

.1 
474~50 .(4~) 

(Source: Plan document and progres.s reports) · · 

572 531 

624 532 

508 512 

. 690* .512 

117~50 (19) 

.. . - .. ·. 

484 638 ' 506 

487 653 474 

512 480 480 

512* 530 540* 

349.00 (42) 

The reason for lowering the t~gets :for the year 2006-07 in respect of Wheat and 
Maize were not assignedJ Audit scrutiny revealed that shortfaH in achievement of 
10th. plan/annual targets; was .due to shortfall in .distribution of high yielding 

. variety(HYV) seeds, decline.in the rate of y:i.eld, poor performance of seed.farms, 
decline ill net SQ\yll area;: non~avaifability of irrigation facilities,. etc. as' discussed 

· in the succ~eding P.aragf~phs: · ·.. · 

tsfilnt~~n1~laliunttirf8t'iilgli1Y!~tmrr~if:rtltii&~~~l}~Jli!~Bmli]i 
. . . . . . ~- . . . i . . . . . .. . . . . - . . . 

HYV seeds are responsible for i~qease in the production of food grains. Shortfall 
in distribution ofHYV seeds·result.in stagnation in the yield rate and consequent 

· decrease in agricultural produce: · .. · · · · - · · ·· · 

The actrial distribution of seeds was far belpw the requirement as per the plan 
targets as indicated inTaple 5.4. .· . . . 

·TabileS.4 

Area in 000 Hectares; Distribution in Quintals) 
,--~11 

Paddy 18000 261 255.93 .·. 9437.38 5.01· 52 .2 
Maize 31000 300 257.75 26774.62 42.25 86 14 
Wheat . 55000 252 128210.60 25U6. 26789.40. 0.84 49 nil 

···(Source: Plan document and progress reports) 
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· The shortfaU in distribution, as can be seen, ranged betwee~ 49 and 86per cent in 
respect of th~ main crops (Paddy, Maize and Wheat) desp~te c9vering 86 to 100 
per cent of the targeted area.· · · : · · · · 

The shortfall was attributed (March 2008) by the Director Agriculture, Kashmir to 
fow element of !)Ubsidy on distribution of Seeds, its Untimely procurement, 
procedural delay :i.n accord of sanction to fixation of procurement/sale rate, etc . 

. The reply should be seen in the light of the fact.that the Department had already 
lowered its annual targets, which were .also not _achieved, asi tabulated below: 

'fable5.5 

Paddy 7000 2451 7000 .3149 8600 7351 12000 8563 12000 8146 
(35) (45) (85) (71) (68) 

Maize .7000 1746 7000 2260 4700 2845 5000 4225 5000 474T 
(25) (32) . (61) (84) (95) 

Wheat 37000 21424 37000 22364 35250 25004 35300 :28211 35300 26108 
(58) (60). (71) : (80) (74) 

(Source: Plan document and progress reports) 

The shortfallin achievement of targets ranged be.tween 5 ·and 75 per cent. Audit 
scrutiny showed that despite covering 100 per cent target~d area for paddy and 
wheat and lowering of. targ~ts for the years 2004-07, t~e annual targets for 
distribution of seeds had not been achieved. The actual dis~ribution of seeds per 
hectare as compared to annual plans was far less, as indkatep in table below: 

Tablle5.6 

Maize 0.10 0,01 0,01 0.01 0,02 0.02 

Wheat· 0.22 . 0:08 · . 0.09 0.15 
I· 

0.11 0.11 ., 
(Source: Plan document and progress report) 

The Chief Agrlculture officer, fammu . stated (May 2007) th~t the seeds were 
. supplied by the Joint bfrector (Inputs} ·based'/ ori the ~vaHability from the 
departmental seed farms and reqwrement of tlle field functionaries. The farmers 
had met the balance requirement by·: purch~se of seeds f~om . tll.e· open .. market 
thereby implying that the.Department had not formulated~.long-term policy to 
achieve targets regarding produdion of stiffic:i.ent quantum of seeds so that 
equitable distribution could. be made and dependence of fa!mers on private seed 
produ~ers could be reduced. · .. · ' · 
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The position of utilisatic)n of la:nd in three major seed multiplication farms, 
managed departmentally, fS given in the following table. 

I . 

TableS.7 

Chakfohi '307.27 
' 41.28 202.34' 49.37 188.58 62.73 265.60 

I (13) (66) (16) (61) (20) (86) 
I 

Padgampora . 240.00 81.26 31.93 59.40 116.31 31.73 53.90 
I (34) (13) (25) ' (48) (13) (22) 
I 

Chin ore 978.1!2 
137.84 '933.09 144.47 889.70 158.23 910.54 

(14) (95) (15) (91) (16) (93) 

(Source: Departmental r~cords) 

l'he percentage utilisation of land ranged between 13 and 34per cent (Kharif) and 
between 13 and 95per cJnt-(Rabi) during the years 2004.:.01. The Farm Manager, 
Chakrohi attributed (November 2007) the shortfall in utilisation of land to lack of 
irrigation facilities.' It w~s 'further stated that th~ matter regarding provision' of 
irrigation facilities had b~en taken up with the.higher authorities. The reply has to 

. be viewed in the light of the fact that no action was taken to revitalise the existing 
. · five tube wells due to w~ich the irrigation of the farm continued to be dependent 

·on rainfall.. Moreover, th~ Department was also paying rent for 259.40 hectares of 
farmlands under Chakrohi farm at the rates chargeable for irrigated land. 

• . I • . . 

' '• ' i .. ' ' ' ' ' ' ' 

Scrutiny of the records of two9 farms showed that the yield obtained in respect of 
breeder. seed_s ·was not i as per the norms or the assessments . made by the 
Depaftil1ental Yield As~essment. Committee (Y AC) resulting in shor~fall in 
production. with referenc~ to both the norms and the assesse.d yield as detailed in 
Table 5.8: · · · · · · 

TableS.8 

I 23616.34 4499.00 ·. Chincire 56095.80 32479.46 33440.29 28941.29. 
(291.83) (52.87) I 

Chakrohi -do- 13954.40 7874.00 4716.60 3709.46 
6080.40 1007.14 

" I (43.31) (10.29) 
(Source: Departmental records) 

I. 
9 

• · Chakrohi and Chinore i 
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Non-achievement of the yield as per the norms resulted in 'shortfall of 29;696.74. 
quintals valuing RZ:A.35 crore, fordng the Department to wocure seeds from· 
private parties for distribution. This also contributed to the high cost of 
production and eventual. rise in the cost of seeds; The Farm Manager, Chinore 
stated (September 2007) that the assessment could not match the yield cent per 
cent, as losses were bound to occur during harvesting. H was also stated that the 
concerned officers would be asked to explain the reasons: in such cases where 
heavy shortfall was noticed. The committee, of which the Farm Manager or his 
representative had been a member would have certainly considered this aspect 
while making the assessment. However, reasons for non~achievement of yield as 
per the norms were not stated. · . . . 

1s~~q~s7~in"'ammrs1mJ>W~ri~ii~~t~~x~~cli~~-~~~,B~9~jlltW~~•~,~\0;t?.~~ 
. . - . - - . . . 

. ' . 

The position of land utilisation during the period 2003-07 W<;lS as under: 

'falblle 5.9 

2004-.05 2416 0.214 752 0.066 3q 41.32 

2005-06 2416 0.211 734 0.064 NA NA 
2006-07 . ·2416 0.218 741 0.067 309 41.70 

(Source: Departmental records) 

Tabl~ 5.9 shows that the net sown are~ declined by 11,000 h~ctares from 2004-05 
to 2006-07 and irrigated area had gone down by 2,000 hectares. The Director 
Agriculture, Kashmir attributed the decline . to urbanisation; corning· up of ·· 
Railway/Road Projects and construction of complexes etc. However, no steps to 
'increase the net sown area had been taken. · 

Against the .10th Plan target of 5760 quintals, the Department had produced 
5502.24 quintals of mushroom showing. a shortfall of four percent in achievement 
of targets . 

.Shortfall in achievement of targets for honey produced, for the 10th Plan, was 77 
per cent as the Department produced 2336.92 quintals of honey against the targ~t 
of 10220 quintals. The production declined from 6834.51 qi.Iintals in 2004~05 to· 
2336.92 quintals in 2006-07 as indicated in the following table. 
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Table 5.10 

. . . 

As ',VOuld be seen from th:eabove table shortfall.percentage incrl'.ased from,seven 
· to/70 during 2004-07.·Th~re.was a sharp decline iri production ofhoney in_Jammu 
· pfovfoce from 2824.51 qu~ntals in 2004-05 to 830.92 quintals in 2006:-07 showing 
,a:O. increase in shortfall percentage froin 34' to 81 against the laid down targets. In 
Kashmir p1'o'vince _· - though the production was · _optimum. for_ 2004-06, the 
pfodriction Jell by 57 per centduring 2006~07 against the laid dowrltargets. . 

·- ' ·. .·- - . ·. ..· ·. ·- . 

The Director, Agriculture'. Kashmir attributed the shortfa1linhoney production to. 
outbreak of disease iri. 2@05:.06, which had destroyed. about 90 p~r cent of. the 
ercisting bee-colonies and

1 
also reluctance of the bee keepers to purchase beehiyes 

· fro!Il the Departrrieiit at nprmal rate of subsidy. The rep_ly is not acceptable_ as the 
production target._ of 5000 quintals set for 2005-06 · had fuUy been ·achieved. . 

· Reasons for shortfall durihg 2006-07 were not intimated. Action taken to increase · 
- . ..:. -r--. - . -

the production was not intimated by Director, Agriculture Jammu. 
. I 

-:St>:to~ft?l~$"'.'a8.""·'.," 
. I . 

The spawn (mu~hroorri seed) production laboratory deals in the production and 
supply of quality spawn1 to the farmers through Chief Agriculture Officers to 
·generate additfonal income with less land. · 

Scrutiny of the records of the Spawn Piodudion Officer, Jariunu showed· that 
against the 10th plan target of distribution of 66,000 bottles (500 gm each) of· 
spawn, the distribution by the laboratory at Jammu, declined from 33,534 bottles 
in 2003-04 to. 30702 bottles in 2006-07. The decline continued despiteincurring 

. I . . . . . . 

an expenditure of Rs. 83.36 lakh on the activities of the laboratory during.-· 
2004-07. It was also seen that 37,402 bottles costing _R§. 4.11 lakh10 were_ lost 
during processing and· contamination of spawn due to storage during the years . ' . 

2005,.07. The loss due tq contamination was attributed by the Spawn Prodm;:tion 
Officer to the fact that the spawn was previously being produced at Amar 
Chashma, Batote under natural conditions where as the production was now being 
carried out in the laboratory where the contamination rate could increase due to 
huniid conditions during: the period from June to August. This contention should 

10 
I • 

Calculated at Rs._ l l per bottle · 
. . . ! 
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be viewed in the light of the fact that an air conditioning unit with a generato.t had 
been installed in the laboratory to faci litate production. · 

The decl ine in production of quality spawn seed had evidently increased the 
dependence of the mushroom growers on the seed produced by private spawn 
manufacturers. 

The Department multiplies the breeder seeds in ten potato seed development 
farms (Jammu: 3; Kashmir: 7) for supply to farmers. Audit scrutiny revealed poor 
performance of these farms as they were largely underutilised, as discus ed 
below: 

Records of the Potato Development Officer (PDQ), Jammu revealed that against 
the gross area of 57.87 hectares (1995) in three farms, the net sown area 
(2004-05) was 45.24 hectares, which declined to 29.3 1 hectares in 2006-07 with 
consequent decline in production from 2557.45 quintals to 1254.50 quintal 
(5 1 per cent). Similarly, again t the gross area of 180.04 hectares in seven farm 
of PDO Srinagar, only 94 hectares (52 per cent) was shown as cultivable, out of 
which, only 30.60 hectares ( 17 per cent) was brought under cultivation during 
2002-03 to 2006-07. 

The PDQ, Jammu attributed (December 2007) the decline in the sown area to lack 
of infrastructure like fencing, availability of fewer breeder seeds and turmoil in 
the area where the farms were situated. The reply is not based on facts, as the 
decline has been worked out for the period 2004-05 to 2006-07 when there wa 
no turmoil in the area. Besides, availability of fewer breeder seeds cannot be 
accepted, as the yield of available seeds had also not been obtained as per the 
yield potential of these seeds. The PDO, Srinagar stated (March 2008) that 
instructions had already been issued for bringing more area under cultivation. 
However, against the cultivable area of 52 per cent of the avai lable land, only 33 
per cent was actually cultivated. Further, no steps had been taken to augment the 
infra tructure at these farms. 

The yield of various varieties of potato seed was fixed at 200 to 350 quintals per 
hectare. During the period 2004-07, the actual yield obtained was far below the 
norms and even less than the assessment made by a departmental 'Yield 
Assessment Committee' (Y AC). Against the projected production of 38,562 
quintals as per norms and l 6, l 61.38 quintals as per Y AC, the actual production 
was I 2,225.65 quintals, resulting in shortfall of 26,336.35 quintals and 4274.85 
quintals. The shortfall was attributed by the PDO, Jammu to yield potential being 
for commercial crops under assured irrigation and timely operations throughout 
the cropping season, whereas the Department was producing potatoes for seed 
production only. It was also stated that the farms were rain-fed and the activities, 
as such, were linked to nature. The contention of PDQ is not acceptable, as the 
farms have been provided with all the ingredients neces ary for production of 
potato seeds and cannot result in huge shortfall (22-90 per cent) compared to the 
laid down norms. 

126 



Chapterm V Integrated audit· 
¥¥ Afu*M·N "MQ!ijjp!• £ Offi< ifWW w +Jji!FM I 

i . 

·~1ft;;1~~mrsu~sn~n1mt(ats(t1t¢1@~~ii~4%ll!~li'~fj£iif~t~111m1~~ii~ 
. . .. ·1 . . . - - • . . - . 

As per the norms of 'Nfacro.:.Management'; ·a_ Centrally Sponsort?d Scheme, 
siibsidy of 25 per cent is_~dmissible to the fanners on pfanfp~otection machinery, 
subject to a maximum of Rs. 400 for manuaHy-operated and Rs. 1,000 for power
operated machinery. Simi~ady, subsidy of 25 per cent subject to a maximum of 
Rs. 4,000 is admissible ori distribution of frrigation pumps for lift irr~gation under 
the component "Tapping of water resources for irrigation". The State Government 
also provided s_ubsidy. of is per cent up to the year 2003.,04. . 

Scrutiny of records (October 2007} of Agriculture Research Engineer, .faminu 
revealed that out of 1,22~ pump sets and 2,549 sprayers· purchased (2004-05), -
1,402 items costing- Rs. 76.57 lakh,. had not been issued· to the farmers and were 
lying idle as detailed belo~: 

. 1. 
Tabie-5.n 

Irrigation Pump sets 1223. 729 494 63.00 

Foot sprayers 999 . 606 ..393 7.05 . 

Knap Sack Spray~rs 
I 

1550 1035 51.5 6.52 

(Source: Departmental records) · 

Similarly, in Kashmir. Division,. 116 pump sets (value:. Rs. 20.-30 lakii 11
) 

purchased (2004'-06} by the Chief Agriculture Officers, Anantnag and Buqgam · 
were lying idle as of May: 2008. · 

. •. . . l 

Non-lifting of the equipi:nent by the farmers was attributed by the Directors -to 
reluctance of the-farniersito purchase the equipment when subsidy of 50 per cent 
was admissi.ble on such. pumps under a CSS 'Technology Mission', and non
supplementing of the .additional 25 per cent subsidy after 2003-04. It was also 
stated that a request (Ja~uary 2007), for supplementing the ~ubsidy out of State 
share of 'Macro· Management' as -a one tim:e ·exception, was ·not approved. _ 
However, the systeinof purchases and the job -of arranging all agriculture 
machinery/allfod equipnient for agriculture sector was discarded (September 
2007) and was entrusted to- J&K _Agro Industries Developmel)t Corporation. 
Lifting of balance equiprhent by the farmers is therefore.doubtful. Non:-lifting of 
the equipment by-the·farmers resulted in-_blocking of Rs; 96.87 lakh .for over 3 
Year

.s l . . . 
- '. - -

~illa1~efi0usHit>b 
In order to increas~ proquctfon of mushr9om, th:e establishment of an integrated 
unit for mushroom development at farrnim urider the -css 'Technology Mission' 
was approved (2004:-05) ~y the GOI with a financial ceiling o.fRs. 50 lakh. 

An amount of-Rs. 50 lakh released was advanced (July·. 2004)- to. the Chief 
Agriculture Offi"C"er, Ja~u by the Director Agriculture, .fammu for establishment 
of the unit Th_e Department had approached (July 2005) the National Sericulture 

ii - Calculated at Rs. 17500 approved rates of 2004-05 
I 
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Project Division (NSPD) and the JKPCC Jammu to take up the work. The NSPD 
submitted (March 2006) an estimate for civil works for Rs. 65.62 lakh. As the 
offer of NSPD was much higher than the funds available with the Department, the 
Director again approached (November 2006) National Project Construction 
Corporation Limited (NPCC, a GOI Undertaking) to take up the work within a 
provision of Rs. 50 lakh. The offer of the Department was rejected 
(December 2006) by the agency in view of the quantum of work. The work was 
finall y allotted (September 2007) to the Executive Engineer, Department of 
Horticulture, Marketing and Planning (Construction Division). Inordinately 
delayed action in identifying the agency which could undertake the work re ulted 
in non-establishment of the mushroom farm. The CAO Jammu tated (May 2007) 
that to handle such a large project, it was necessary to seek expert opinion from 
agencies like National Research Centre for Mu hroom, Solan. The reply is not 
acceptable as poor follow-up action and failure to approach other agencies for 
establi hing the mushroom unit resulted in blocking of Government money for 
more than 41 months (December 2007) besides denial of the intended benefi ts to 
the beneficiaries . 

• 13 

The GOI accorded approval (July 2004) for implementation of a CSS 'Transport 
subsidy on movement of seeds within the State from State Capital/District 
Headquarters to sale outlets/sale counter'. The scheme envisaged reimbursement 
of actual transportation cost depending upon the mileage, restricted to a maximum 
of Rs. 60 per quintal. Scrutiny (May 2007) revealed that out of the subsidy claim 
of Rs. 49.30 lakh for Kharif and Rabi crops 2005-07, submitted 
(September/N vember 2006, May 2007) by the Department, claims worth 
Rs. 22.7 had not been reimbursed by the GOI (March 2008). 

The engineering wing of the Department fabricates implements for issuance to 
farmers. It is essential to manufacture only those implements, which are modem 
and can be utilised for years to come and should also suit the conditions and 
demand from the end-users. Scrutiny of the records revealed that implements 
costing Rs. 6~manufactured by the agriculture workshops at Jammu 
(Rs. 25.75 rakh) and Kashmir (Rs. 38.79 lakh) during 2002-07 had not been 
issued. The Joint Director Agricultural Engineering, Kashmi r stated 
(September 2007) that the implements fabricated had not been accepted by the 
farmers as these had become outdatea and the sale of these items was not 
possible. Failure of the Department in ascertaining the right requirements of users 
resulted in unfruitful expenditure of Rs. 64.54 lakh. 

Adequate internal controls help in achievement of the departmental objectives by 
ensuring adherence to statutes, codes and manuals and mitigate risks, avoid 
errors, and help in protection of resources against loss. Following lacunae were 
noticed during audit, which indicated lack of specific internal controls in the 
Department. 
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· )> The State Financiai RJles prohibit appropriation of departmental receipts for 
departmental expenditure and provide that all sums of money received by an 
officer must immediate! y be deposited into treasury for crediting to the 
appropriate head of account. fo c~ntravention of this, Rs. 61.91 lakh was.used 
by seven 12 ·district offices towards handling charges of seeds for the period 

, , . "I . . , 

Kharif 2003 to Rabi 2007-08, of which, Rs. 35.98 lakh had been. adjusted, 
while vouchers for Rs.i 25.93 Icikh were lying unadjusted as of March 2008: It 

·.was stated (J urie 't008) by Joint DJ.rector ofAgriculture (Inputs) J ammu that 
this amount ·was . used for . Departmental expenditure since. there ·was no 
imprest money to me

1

et .the· expenditure on · loading/umloadipg 9f seeds at 
different sale outlets ~nd for the rent of temporary seasonar stores hired for 
storage of seeds. This 1,is, however; .not acc~ptable, as the expenditure was to 
be met from the overall 'provision~ besides the reimbursement charges 'of " -. . . . , - . I> . - . . . , . . . . 
transport subsidy receiyed:from GOt - .· . · ·· · "- . 

);;-. Land and buildings•.·i.belonging to various. agricultural farms· had been 
transferred to other institutions as detailed inTabie 5.12: . 

. . . ·. I . ·. . ... 

12 

Tablle 5.12 -

*including. buildings consfruqted on the land 
(Source: Departmental recordsY 

- I ·• • 

29.25 

Audit . scrutiny !evealed that .. the,)"eost of the transferred assets 
.,. (Rs. l.55 crore 2 ·· _!l~d not .:-been rec~vered · (September 2007) from the 

agencies involved even after a lapse of two to five years~ )\ 
' :.·.-~· .. ·. \.'. __ . 

The Director Agriculture stated-(S-eptemoer 20U8fthal the matt~r lla~en 
taken up wi.th the Health Department as well as SKUAST-Jammu to remit-----_ 

. the compensation tost and the Agriculture Producti.on'Departrtientis again ---
being approached lo take up the matter with the respective Departments. 

);;- Financial rules provide that · physical verification of . stores and 
administrative inspection of ea~h office should be conducted once a year. 
Scrutiny of records revealed that· out of 95 offices audited, the competent 
authority had not: conducted the administrative fospectfon of 92 offices 
during the years 2004-05 and 2005-06 and 95 offices during 2006:.07. 

· Similarly, the physical verification of stores and stocks held by these 
offices had not be~n conducted in respect of 75, 79 and 86 offices (out of 

. . . I . . , . 

95) for the years 2004-05, 2005-06 and 2006-07, respectively~ 

CAD: Rs. 9.18 lakh; Doda: Rs. 15.55 lakh; Jammu: Rs. 5.17 liikh; Kathua: Rs. 7.24 lakh; . 
Poonch: Rs, 5.90 lakh; Rajouri: Rs. 4.76 lakh; Udhampur: Rs. 14.1 llakh · 
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The peiform~nce-of.agrfculture sector has. suffered due.tq short plan ~llocation. 
The Department has been unable to claim funds from the QOI dueto its failure to 

. utilise the funds already released. Shortfall in achievemeiit of 10th PlaniAnnual 
·Plan targets in all components resulted ·in dependence on imports; The 
performance of seed farms was . tardy' leading to decline in agrictiliural 
production. The Department. also failed .. to. construct Mushroom Development 

. Unit. . .. .. .. ·. . ,, 

~ · Plans should . be formulated to derive maximum; benefit from various . 
schemes; especially CSS, by involvlng field funcitiol).aries. 
. . . . . . . . . 

~ The Department should draw up a strategy toincr~ase the crop area and 
foodgrain production keeping in vi°ew the five year plan projections .. 

. . ·· . . . ; .. 

· · )>- Funds sho~ld be. released io the iil}pl~menting agel1cies on time for their. 
timely utilisation. 

~ ·Monitoring mechanism should be.strengthened at various levels to achieve 
. the objectives of t~e Department. · 
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· Chapter~Vl:Revenue Receipts 

·.· . . .· "·: .. · .1 :. . ... ". :'. . : : .. . ..... . . . . . . . . 

The 'tax and non.:tax reveriue raised by the Governrriertt of JammJ.I and Kashnifr . 
·. duriµg the year 2001~08',t~e.State's share of divisible Unionta)(~~. andgral1ts-iny ·· 

ajd received from the Gove.rn1Ilent of India dqring the year and the corresponding · 
figures for thepreceding four years (}f.e:mentioned beiow: · · · · .. · · 
. · · .. · . . . . . •·. . · : I .····.. . t~b1e6.1.i. .. . · 

·• 
./(i) Tax· revenue. 1,17028 1,626.84 . 1;798.97 2558.18 

(i,i) ··Nori-tax revenue 632.54 641.42 535;81 632.53: < 807.98. 

. (iii) Total. : 1,802.82 : ,1;992.47 2,i62.65· 2;43.t~o 3366.16 

Il~ReceiptS from the Governme~t of India 

. (I) State; s ~haie of 
.. 

1,413.4:3: 
.. .. 

817.42 ·934.43 1,135:36 1,775,0i 
divisible Union taxes · .. .•, .. · 

(ijj Grantscin-~ici 5,591.43 5,939'.58 7,017.14 7;337,10 . 8135.87 
.. 

: To.tai 6,408.§.5. 6,874.01 8;152.50 8,750;5,3 ·. 99].0.88 
·.· : 

13,277;04~ ·m-Totaf receiptS of the 8,211.67 8;866.48 10,31s.:is Jl;.182;03 
·. state 

IV-Percentage on to III 
.. 

22 22 21 22 25 

. TR.~above. table.inciicatesthat during the year 2007-08 the reven~~ ·raised by the 
·· ~tate GovernIIJ,ept c'orrtprfsed 25 per· cent of the total revenue of Rs; 13,277.04 .. 

er.ore as comp~r~d to 22 per cent in. the preceding year.· The balance 75.per cent · 
·· .. of receipts du:fiµg 2007-0~: was from.the Gov~riutjentof 1ddic1; · · . · · .. · 

.••.. '.<..' ··'· :· •• --·.-... • ·.· - ··._ . ",f - .. ' . .. - · .... , - . ..·,:. 

· ~ 'fhe. details of fa~ revenue raised during the year 2Q07-08~alongwfih the· 
figures for the preqeding four years are mentionedinl)ble 6. L2/ . 

2 

1 · 

• 1 
I 

- .. -. - . ' .. _· -~. : - . -.. -.-., - . - .. - :- ; ' : . - . :_ . . . --. . . _.- .:_ - : ; . . .'. . . ~ . . - . - - -- ... - -_ . - - -

·The figures vary with· those depicted· in the Finance Accounts due to rectifi_cation of niiscll1ssified 
receipts of2006~07 during 2007-08. · ·. ·· · . ·• .·. · . · .. ·. · 

·Note: For·d~taiis, plea~e se~ Stateinent No .. 11-Detailed iicc~unt of.revenue by niinor heads.· 
. . iii the Finimce ;\C:c9imfa of the Government of Jamrilu and l(ashmir for the year 2007-08 . 
. · .. Figures .under the .head. "0020~c()fporatioil ·tax, 002.1-taxes 011 income other than corporation 

tiix; .. 0032-t'axes on wehlth,. 0037-clistoltis, 0038-union - excise duties, . 0045-other taxes and 
~ duties on cofumoditle~ ~and services" "Share pf net proc6c;:ds ·'assigned . to states booked in the 
Finance Accounts under tax revertue- have been excluded from revenue raised by the State· 

: and i~cluded in State's s~are pf divisible U11iontaxes in this statement~ .· - · 
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Table 6.1.2 

(R uoees m crore) 

·~~:: 
~ 

Percentage 

SI. increase ( + )/ 

No. 
Head ot revenue 2003-04 2004-05 ' 2005-06 2006-07 2007-08 decrease ( · ) in 

2007-08 over 
2006-07 

I. Sales tax 674.383 804. 12 1,0 14.49 1, 159.724 1,804.8 1 (+) 56 

2. State excise 204.83 272.37 2 18.68 2 12.80 244. 15 (+) 15 

3. Stamps and 33.58 39.25 46 .43 56.93 65.63 (+) 15 
registration fee 

4 . Taxes and duties 32.67 49.36 58.02 59.70 93.49 (+) 57 
on electricity 

5. Taxes on 38.43 4 1.68 49. 17 63.96 72.60 (+) 14 
vehicles 

6. Taxes on goods 182.63 132.62 236.27 243.16 264.59 (+) 9 
and passengers 

7. Taxes on 0.29 0.30 0.09 0.06 . (-) 100 
immovable 
property other 
than agricultural 
land 

8. Land revenue 3. 18 11.24 3.47 2.57 9.58 (+) 273 

9. Other taxes and 0.29 0.11 0.22 0.07 3.335 (+) 4657 
duties on 
commodi ties and 
services 

Total 1,170.28 1,351.05 1,626.84 1,798.97 2558.18 (+) 42 

The, departments did not intimate the reasons for variation despite being requested 
(Octobe.r 2008). 

~ 

4 

The details of major non-tax revenue 
alongwith figures for the preceding 
Table 6.1.3. 

Includes service tax of Rs. 72.23 lakh 
Includes service tax of Rs. 66.55 lakh 
lncludes service tax of Rs. 3.32 crore 
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Chap_term VI Revenue Rece_ipis 
+w!• •?Fw... **" +JiWWi""...,...." W'ii- • ><h 

Table6.q .. 

Interest receipts, ·25.05 34.02 ' 65.33 . (+) 92 
dividends arid 
profits··· 

.. 
Forest and Wild .56.35 43.46 45.51 18.99 32.20 (+) 70 
life i 

4 Public works ,0.13 ; JU6 12.63 16.16 16.44 (+) 2 

' 5 Medical arid . . j 8.38' 8.02 8.83 i2:62 .13.21 (.t) 5 
· publi~ health 

9.58 10.95 13.64 (+) 25 
.. 

I 6.21 7.36 Water supply and 6 
sanitation 

8.01 6.59 4.21 (-) 36 
1 I 

7.26 ·Police .5.30 

. 8 Non-ferrous I 4.39 .. 6.01 8.54 9.98 16.43 (+) 65 
and mining. 

metallurgical i 
industrii<s 

9 Crop husbandry 3.69 4.18 4.35 4.31 4.52 (+) 5 

10 Animal husbandry i 3.61 . 3.99 3.98 4.75 4.66 (-)2 

Others 30.40 . 24.07 25.02 35.22 36.40 (+) 3 

Grand total: 632.54 641.42 535.81 632.53 807.98 (+) 28 

The following we~e the teaso~s for variations: . 

. Power· 

Interest receipts 

·Forest and 
. wildlife . · 

The increase was due to revision of power tariff rate · 
I 

during 2007-08. 
The increase·. was due ·to more receipts of interest and 
dJvidends from investment as well .as other receipts. 
The increase was mainly due to increase in sale of timber. 

I . . . . 

a~d ·other forest produce as well as more receipts under 
Environmental Forestry arid Wild life. 

I . 
Water suppiy and. The increase was due to realisation of more revenue on 
sanitation ac;:count of Rural and urban water supply schemes as w~ll 

Police 

: Non-ferrous 
mining and 
metallurgical 

· industries 

as other receipts. 
The decrease was mainly due to lesser receipts under sub 
head fees, fines and forfeitures as well as .other receipts. 
;I 

'I;he increase was due to mote receipts ··from mineral 
cbncession fees, rents and· royalties as well as other 
receipts; 
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estimates and actuals 

The variations between the budget estimates and actuals of revenue receipts for 
the year 2007-08 in respect of the principal heads of tax revenue are mentioned 
below: 

Table 6.1.4 

(Ru ees in crore) 

Varladons Percentage of excess ( +) Of 
shortfall ( ·) variation 

Tax Revenue 

Sales tax ,422.31 1,804.8 1 (+) 382.50 27 

State excise 225.00 244.15 (+) 19. 15 9 

Stamps and registralion fee 66.70 65.63 (-) 1.07 2 

Taxes on goods and 275.00 264.59 (-) 10.41 4 
passengers 

Taxes and duties on 135.78 93.49 (-) 42.29 .3 1 
electricity 

Taxes on vehicles 71 .50 72.60 (+) 1.10 2 

The departments did not inform the reasons for variation despite being requested 
(October 2008). 

The break-up of the total collection at pre-assessment stage and after regular 
assessment of sales tax and motor spirit tax for the year 2007-08 and the 
corresponding figures for the preceding two years, in respect of which 
information was furnished by the department, was as follows: 

Table 6.1.S 

1 2 3 4 s 6 7 8 

Sales 2005-06 736.74 3.66 0.03 740.37 100 
tax6 

2006-07 887. 11 LOO 888.1 17 100 

2007-08 1160.63 1.16 50.30 1212.09 96 

Motor 2005-06 2 18.27 0.14 2 18.41 100 
spirit tax 

2006-07 248.99 0.20 249. 19 100 

2007-08 268.37 0.02 0.02 268.41 100 

During 2007-08, 96 per cent sales tax collections were made at pre-assessment 
stage. 

6 

7 
Including service tax during 2005-06 and 2006-07 
Includes interest levied/collected 
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·._· .. · 

I. 

· . :The figures for ·gros~ cbllection in respect of niajor r~ven.ue receipts, expenditure· 
· )ricurred on collection.and .the percentage pf su¢h expenditure t9 gross coHection 
. . dµrinK the years 2005""06! 2006~07 and. 20()7.:_Q8, (llorigwitlr the relevant all I~dia · 
>average percentage ofexpenclitiire · ori .collectfon to 'gross ¢olk~ctio~for 2006-'07 · 

were as follo.ws:. . . . . . . . . 
· Tabfo 6.L6 . . 

Taxes on.vehicles · . 2.47 

State· excise '330 

· Stamps arid. 2j3 
registration foe t--~_..__-'-'-~-1----.,.~.....__-1---__.,_---+--'--~-'c--,,-! 

Per(:entage cost of colfeytio11. of taxes on yehicles, State. excise. and :stamps ~md 
' registratiori f~e during 2007-08. was higher than the an Inqia· average cost of 
' c91lectioh for the year 2.pb6-07' Increase in exp~hditure over the pre.vious ye(lr. 
w'as niairily due to printing ()f various types .of :Stamps and forms at Goveinme1it 
·Press Naslk ·. · · · · · · · 

.· ! 

. . .·.·· . . . . 
Iricludirig.serviceta~ for the year 2005-06 and 2006-07 

:·., - • I ·' .' ·• 

·8 
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Table 6.1.7 

(R u pees m crore 

SL Head of Amounl Amount Remarks 
No. revenue outstanding outstanding for 

uon31 more than Ove 
Marcb2008 years as on 31 

Marcb2008 

I. Sales tax 960.39 659.60 Out of to tal arrears of Rs. 960.39 
(including crore, recovery of Rs. 25.12 crore 
Motor Spirit) was stayed by courts/appellate 

authority. 

2. State excise 3.54 3.54 Out of the total arrears of Rs. 3.54 
crore recovery of Rs. 0. 13 crore was 
stayed by courts and arrears of 
Rs. 3.41 crorc was proposed to be 
recovered as arrears of land revenue. 

3. Taxes on goods 46.85 24.55 Out of total arrears, recovery of 
and pa!;sengers Rs. 14 89 crore on account of toll tax 

was stayed by courts and Rs. 2.8 1 
crore was proposed to be recovered 
as arrears of land revenue. 

4. En~rtainment 0.22 0.22 Demand notices for recovery of 
tax Rs. 0.22 crore were stated LO have 

been issued. 

Total 1,011.00 687.91 

The arrears outstanding for more than five years constituted 68 per cent of the 
total arrears. 

The details of cases pending assessment at the beginning of the year 
2007-08, cases due for assessment, those disposed of during the year and ca es 
pending finalisation at the end of the year 2007-08, as furnished by the 
Commercial Taxes Department m respect of sales taxN AT and tax on work 
contracts, are as follows: 

Table 6. 1.8 

Cases Balance Percentage of 
disposed atlhe column 6to 5 

daring the end of 
Jar 2007-08 the year 

(1) (2) (3) (5) (6) (7) (8) 

I. Sales tax 7,093 18,963 26,056 11,151 14,905 43 

2. Tax on 1,430 2,866 4,296 989 3,307 23 
works 
contracts 

Total 8,523 21,829 30,352 12,140 18,212 40 

Despite reduction of 40 per cent in arrears of assessments, 18,212 assessments 
were in arrears at the close of 2007-08. Since Value Added Tax has been 
introduced in the State from the year 2005-06, the department needs to take 
immediate steps to complete the pending assessments within a definite period. 
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Chapter-VI Revenue Receipts 
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'NQiW•*iif¥• ¥Miff ME+++ •Miiiii§iii§ ....... ri *'ri"'"'**N5PMll!' 

. f't11~5if1~a"'"s'i;;p:io"'"'l!!n!<!ifuo·'·r'"~~~ . 
0•\~.~·•~ti~7i!:n~~~ ·='·'11~;~A~. · 

2. 

The details of tax eva~ion6ases detected by the sales tax and excise departments, 
those finalised arid the cases where additional fax was demands were raised, as 

. - . , -- - .. I ·-. : ·. ·:-.· ,: , .. . . .. 

reported by the department~, are mentioned below: .. 

3. · Taxes on goOds 
and passengers·· 

36. 

.• .. The progress o{recC>~ery'~f~fuour{t\YiisJ1citihtimate~·(October 2008) . 
. . · ..... ,a~,.,~~s.,,~:"Mr'·t~··"''lt;' . . . -·· ~~fiM.~_:·· 

. •:;:~<-\~.i. t'"i,""· "· ,,m e:fo. " . . . . '. . ~ . .· . . . . 
·. !i-if\rrears of Rs~ 733D'cror¢ p~ftaipingoto sales tax were waived·during 2007-08. 

·. F~ry:her, Rs. 36.99 cro~e ~ere;r&~iite(i\'du~·. to rectification, appeals and remission 
.during theyear2007-;08~ ·•: . · .. . 

I. 

·.· The. n11mber bf refum:l. cases pending ~(the beginning of. the year 2007-08, claims 
receiv~d during the year;·tefunds_anowed'c:lu:fing;the· year and the cases penqing at 
the· close of year 2007-08,:as r~porte(:lby the·S~les tax Department; are mentioned 

· belO\\l: · ·· · · .. · ·' · · · · · 
,._, 

. t~ble 6.f.19 . 

·47 0.77 

19 . 0.6L .· 

·.·.ss·· 3.35. 

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

... it(.·.·.·.·~./'·.·.· . ·:.- __ 

· .. · .. ·- -... 

,-----~ 
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<(-... . • Audit !Report for the year ended31March2008 , 

f I - .' '""'~~ .................. ,..,...,,. ........ , <-•>± ,. "'"""""' '"''"' " ......... " """ ........ § ·".,rib• ' -· "··""""'".'""*'"'"-*"* 11 "& g1w> 44®5 

'fhis chapter of Audit Report contains seven paragraphs and two reviews bringing 
out . cases of concealment of. turnover, non/short kvy of taxes, ·duties, 
interest/penalty anq. irregular tax e?C.e:r,ription of tax and loss/non-recovery of 
revenue of Rs. 44.90_ crore. Of this, the Government/department accepted· the. 
'~ ..... . 

· .. audi~batio~ mv~l:Ving money value of Rs.~~ 4:$9 crore . and reco.vered · 
Rs; . takh mcludmg Rs. 6.26 . lakli recovere . m ; respect of two draft 
paragraphs after they w~re issue4 to Government/department in 2007..:.08; The 

· progress of rec;overy in remaining cases has not been intimated (September 2008)~. 

· l(il~~1:1Ji1~¥si~hi~t~t\rn~1a~;~~~ms~t:P'~tii¥iiit;~·1a1~ll~l'~fii~i!PR .· · 
·. Draff •paragraphs are· forwarded to the Principal' Secretary/Secretary of the 
concerned. administrative. department. seeking confirmation •off acts and figures as·. · 
wen as corriments within six weeks. Nine draft paragraphs ;and two reviews were 
forwarded to the. concerned departments/Government in February, March, April, 
June, July and September 2008. Replies .of the department:in respect of six draft . 
paragraphs were received in May; June and July 2008 arid reply to three draft . 
paragraphs and · two· ·reviews are awaited · from the .· · concerned 
department/Government. 

~~iir~Emro~xutltfffif1JWa1ij~m«r~1ltl$imma~i§f&~f~t10;~ ·. 
Status of reviews/paragraphs.of Revenue Receipts Chapter pending discussion by· 

·. the Public Accounts Co:ffimittee as on 31 March 2008 was as under: 

'K'ablle 6.11..11 

1991-1992 
1992-1993 
1993-1994 2 2 
1994-1995 14 14 
1995-1996 4 9 ·4 9 
1996-1997 2 4 2 4 
1997-1998 9 
1998-1999 1 11 9+2'1' 
1999-2000 7 6+1'1'. 
2000-2001 . 1 7 I 'ii ·7 

2001-2002 8 
2002-2003 . 1 8. 1 
2003-2004 4 4 ! 
2004-2005 5 . 
2005-2006. 8 
2006-2007 1 4 

Total 16 un ll6 113 

9 As per the 48th report of the Public Acco~nts Committee received for vetting in January 
2008; five paras on revenue receipts featuring in Audit Reports 2004-05 (2 paras) and 
2005-06 (3 paras) have been discussed fully. · 
Partly discussed. . 

.1,38 
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· Chaptef~ VJ! Revenue Receipt~·•.· 

4?1:~ ........ ~ .... ~ , .. ijit·ff<Mii·'* "'""',g,i!f¢¥-r'"if·&• fi• . ..,.. bh-..· 4 ,..,. ....,. _ _,.,,_.,.,...,..,......,.-g; 2¥i"?&'i'Ni'5a §" ...... ? "#· 1 

· 1. 

·.;> . Nolill-coi1lidludftmig oJf illillspediion of·velhlkiles 1re~lillRtedI nn !llloiffi~irecoveiry oft' 
Rs~ ~?2.5 ~mIT'e drili~IQlg ~(!Dq)J.:.041 fo 2q]JQ}6-0li~ 1['([J)JkieHll fax ([J)jf ]Rs. 1L.1L5 ciroirie 

. ' was allso llll01l: .1re£ov~iriedf dID1idtmg .tlhl.e saimie perjodl. . . . . 

· . · {Pairagiraplrns ~: 6.~.i.3 ~ml! 6~2. 7.41). 

. ~··. ·... NoIIB<>iimposi1tion off1 pelliai~ty d!Ulle 11:0 ([))Vieir~foaidllllillg ([))[ velhlnclles iresilll~1tieirll nlill 
· · . foss of Rs~ 25.12 cioJre dUJ1dnitg Apll"iR 200411:0 M~mclhl 2008 •. · 

.· .· . ;>.' 
· {P$11IT'agIT'aplhi~ 6~2.:nJ_)' 

Ad~llmstiratiive inspiedilmns: a~ welli .Sis illll1teIT'l!nail m~dlnt o[1the sUJ1Jb([J)ir<dlillllla1te 
11.mi1ts. weire mio1t. COID\~11.lded. . . . 

· .. ·.. . . . ... : . . .l . . . . .·· . . . .. -· .. : . ·. · .. 
· Registration. of motor vtrhiclesi issuance of Iic~nces/pemtits,. and·· levy and 

collection of fees and taxes in the .lf amrtm and Kashmir State a.re regulated u11der 
th~ Motor Vehicles (MV) Act; 1988, Central Mbtor Vehicles (CMV) Rules 1989,·· 

. • . . • .. I . . . . • . . . . •. • . . . •. 

· the Jarnrn:u and Kashmir Motor Vehides, ·Taxation Act, 1957; the Jammu and 
.. · Kashimfr Taxation Rules, i 1957 ·and the Jammti and Kashmif. Motor. Vehicles. 

Rules, 199 L The responsibHities of the Transport Department include· registration 
. of aiLtyp~s of vehicle, Hc~nsing of taxiesibuses, issue of permits authorising the . 
. use of vehicles, besides collection of token taxes, fees, and issue_ of driving 

. . ·.. . . I . .. • . . . •. . . 

licences etc. ·through .· Regionru Trainsport Officers/ Assistant Regional Transport 
Officers (RT{)s/ARTOs). · · 

·. ~'2i1·; 

10 
11 . . 

. I 

· .. Anantnag, BaramuHa,' Budgam; ·Kupwara~ Kargil, Leh and Pulwama 
Doda; Poonch, Rajoun: and Udhampur 
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~ effective internal control mechanism was in place: to prevent leakage of 
revenue. 

~~~j{~~t~l'SC'd~i,:n-~~()fkmlltiifW 

The performance review of the department covering the period from 
1997-98. to 2001-02 figured in the Report qf the Comptroller and Auditor General 
of India for the year ended 31 . March 2002. The present performance review 
covering the period 2003-04 to 2007-08 was conducted between October 2007 
and April2008 by test check of the records of the Transpoq Coffimissioner, J&K,. 

·three.RTOs and five ARTps (out of 14 RTOs/ARTOs). · 

~~1fl~i\~1i~m~Uio~dbra~ · 
Audit sa!Ilple was selected by adoption of two stage statis~ical sampling -method. 
In the first stage the RTOs/ARTQs were selected on the basis of probability 
prnportion to size {PPSf·hi the.second stage the vehicle .records were selected 
using Systematic.RandoinSampling method~ . · 

[!t2r@~)@liiM.(),wliagf:nt:~Wtfil . .· .· · 
The Indian Auditand Accounts'1)epartmentacknowledges the co~opera:tion of the 
Transport Department in. providing• necessary . inforl11ation for audit. An entry 
conference was held with the foin(1'ransport Commissioner J&K, in February 
2008 wherein the audit objectives 'were ciiscussed. The audit observations were 
forwarded to ·the Government in S~ptei:nber 2008 and_ discussed in the audit 

. review committee meeting. heldin July 2.008. The replies of the Government have 
been suit~bly incorporated in the audit par~graphs~ . ' 

r6'.~~~~1~~~1~~ietiQ'e~men '''i{ot:~'.~:cin~:£Wfil11! 
Details of revenue·coUected i~the shape (.)f fees, fines, tax~s etc. vis-a.:vis budget 
estimates together with .the cosfof its colle~tfon during the period from 2003-04 
to 2001..:03 was as· under: · · 

·. Table: 6.2;1 ·· 

Year Reve1rnne , Number Expenditure· Cost of 
(Runpees liIDl crore) of incur~ed on collection (per 

Budget Adunan· Variatioin ··vehicles . colllection cent) 

estimates nim ·· registered {Rupl?es in 
. percent · (inlakh} crore) 

2003"04 35.62 38.16 (+) 7 . 0.40 1.59 4.17 

2004-05 36.61 41.72 '(+}14. '· 0.39 1.65 3.95 
2005-06 . . 42.65 48.45 . (+) 14 0.45 I.91 3.94 

2006-07 . 50.28 63.03 (+) 25 0.46' 2.23 3.54. 

2007-08 . 65.50 71.59 (+) 9 0.50 . 3.88 5.42 
. ' 

Thus, -the cost of collection of revenue during the· period 2003-04 to 2007-08 
ranged between 3.54 and 5.42 per cent of the revenue realised, which was much 
higher than the all India average cost of collection of 2.66 p~r cent. . 
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--Chapter~ lfl Revenue Recefpts 

~~~~~:tjtiJ':a:llf~tli!t9Pl~l~etllc ~s~~ 
- The MV -Act pro~ides that a certificate of registration (COR)of non.otransport -

motor vehicles -shall be ·valid for 15 years from the date of. its issue. ·Ir is 
renewable on request for !a further period of five years on payment of prescribed ' 
fee and after obtaining certificate of fitness from the competent authority~ Incas~ 

. - I - - - - ' - .. 

of default, a penalty of Rs.100 per case is chargeable. · · - - __ -· -___ - _ _ _ , < · 
. - - ': ·1·: - - . .· ; . - -_ - ·-· .... - _: .. _.:-_:_ ·:·.·_··.· ...... -- .. -· 

Scrutiny of records reve_aled that in RTO, Srinagar, though CQRirt respect 6f932 
non,-transport motor vehicles, registered between. April 1988 andbe~~mber 1992, _
was not renewed~ yetno'action was taken by ~he RTO to realise th,e dues. As a. 
result, the renewal fee of ;Rs. L51 lakh was not realised.-_ - - - - - - - - - -

After the cases were p()iµted out, it was stated __ (January 2008) by·RTO Srinagar 
-- that the action could not ;be taken due to shortage of mfilipowet. The department 
had failed to refor -the list -- of defaulters to the Traffic Department for further 
action. --.· .· .-.- - .I: . -. . ..--
f~f~~~~i,~1~1!rd.24'.1J~~?of?Jle.1miUJflf~_ 
Under Secti~n66(l) of1

the MV Act, no owner of a motor vehicle shan use or 
permit to the u·~e of the \iehicle as transport vehicle in any public place whether- or 
not such type of· vehid~ is· actually ca.rfying any_ passengers or_ goods, save in 
accordance with the conditions ' of ' a permit ' granted or countersigned by a 

·Regional or a State Tr~n~port Authority. 

-- Further, under Section81 (2) of the Act, the permit holders have to renew their _ 
. permits annually on an ~pplicatioh made not less than 15 days before its expiry. 
Also Rule80(G)of the /amffiu and Kaslunir Motor Vehicles Rules provides that 
in _ respect of belated applications for _ renewal -- of an categories of permits, 
additionai fee of Rs. lQ:per day for 45 days and Rs. 20 for each subsequent day 
_shall be charged. · -

_Scrutiny of the records ,revealed that in nine12 RTOs/ARTOs, permits had been 
renewed only in such :cases where the vehicle owners had voluntarily made 
applications for the-puipose. The RTOs/ARTOs had not made any exerCise to 
review the permit registers periodically to identify the defaulters. Consequently, 
cases of non .... recovery, short recovery were detected as below: · · 

' ' 

);>_ 126 permits, duy for renewal during 2003-04 to" 2007-08, had not been 
renewed, resulting in non-recovery of permit fee of Rs. 6.09 lakh. 

12 

13 

Based on the a~ove sample, the most likely estimate of noli:-recovery of 
permit fee for the State as a whole for the years 2003-'04 to 2007-08: js 
Rs.89.94 lakh. 1 

- - - ·- • - • -

. I 

. • I • - • . . - . 

In 550 cases13
, Rs; 2.26 lakh was recovered short on account of renewal 

. fee. 

Jamfrm, Srinagar, 1 Lakhanpur (Kathua), _ lJdhampur, Budgam, Kupwara, Anantnag, 
flulwama and Kargil . · - -___ _ _ _ , · _ _ _ . - · 
!~chides 295 case~ of short recovery (Rs 44675.00) due to application of un-notified 
reduced rates - ' · · .. ·I 
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Based on the above test check, the most likely estimates of short recovery 
of permit fee for the State as a whole during 2003-04 to 2007-08 is 
Rs. 22.41 lakh. 

In case of 55 vehjcles route perrruts were not obtruned by the vehjcle 
owners resulting in non-recovery of Rs. 4 .50 Jakh. 

Ba ed on above test check, the most likely estimates of non-recovery due 
to un-issued permits for the State as a whole for the years 2003-04 to 
2007-08 is Rs. 55.22 lakh. 

After the cases were pointed out, eight 14 auditee umts stated (May/June/July 
2008) that the permits would be renewed when presented by the vehicle owners. 
The department actually failed to identify and book the defaulters. 

The provisions of the MV Act and Rules made thereunder provide that a transport 
vehicle shall not be deemed to be va)jdly registered unless it carries a certificate 
of fitness. As per the rule, fitness certificate granted under the Act in respect of a 
newly registered transport vehicle is valid for two years and is required to be 
renewed every year thereafter on payment 6f the prescribed fee applicable to the 
category of the vehicle. However, if the owner fails to produce the vehicle for 
inspection, he shall be liable to pay the full fee prescribed under Section 64 in 
addition to the usual fee chargeable for inspection and on payment of such fee a 
new certificate of fitness may be issued to the vehicle. 

Audjt scrutiny showed that against 2,49,129 vehicles due for inspection in 14 
RTOs/ARTOs during 2003-04 to 2006-07, inspections in respect of 1,39,522 
vehicles only had been conducted resulting in shortfall of 44 per cent. 
Non-inspection of the motor vehicles had not only resulted in the vehicles plying 
without fitness certificates but also resulted in non-recovery of Rs. 9.25 crore on 
account of inspection and additional fee. 

After the case was pointed out, the Joint Transport Commissioner, stated (August 
2008) that the concerned RTOs/ ARTOs would be asked to take special measures 
for identification of vehicles/inspection and issuance of fimess certificates . 
.. ,.,·n . 
I "· ,~·, . ' 
• ... 4 ' • 

In accordance with the provisions of the Jammu & Kashrrur Motor Vehicles 
Taxation Act and rules made thereunder, token tax is leviable on all types of 
vehicles at prescribed rates and i recoverable in advance in equal quarterly 
instalments. Failure to pay tax by due date attracts an interest at two per cent per 
month of the tax due. Where tax due in respect of any vehjcle has not been paid 
the department may issue notices to the vehicle owners. The tax, if not paid, can 
be recovered as arrears of land revenue. The payment of token tax, as a one-time 
measure in respect of light motor vehicles was, however, made mandatory with 
effect from 9 December 2005. 

14 Srinagar, Lakhanpur (Kathua), Udhampur, Budgam, Kupwara, Anantnag, 
Pulwama and Kargil 
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Aud:i.t scrut:i.ny.revealed that in nine15 RTOs/ARTO~. tax amourit:i.ng to Rs. 8L69 
lakh had not· been receive,tll during the period 2003.:04 to 2007-08 in respect of . 
2,782 vehide owners resolting in non-recovery of token tax of -Rs. 1.15 crore 
(:i.11cluding :i.nterest16). : · . .· · · · · 

· · Based on th~ ~hove test check, the most Hkel:Y estimates of non"'.recovery of token · 
- . . I . . . . . . . . . 

tax for the State as a whol~ for the years 2003-04 to 2007-08 :i.s Rs. 9; W crore and · 
the total ·non,.rec~very alongwith interest is iRs.J2.81 crore. . . .· . . · · 

. Test check also revealed: that RTO, Srinagar }]ad m~de short recovery of tax 
amountip.g to Rs. 2,992 in .seven cases. 

. . . 

. · After the cases were poi#ted out, it was statep by the auditee units that ledgers 
could not be maintained clue to shortage of manpower in absence of which ~he 
actu.a.l recoverable tax. cquld not be . established .. H was . further stated that after 

.. completion of posting :i.n iax ledgers, necessary action wouM·be taken against the 
defaulters. The departmebt had. neither issued notices nor forwarded the l:i.st of 
defaulters to the Traffic u:eparurient for appropriate action. . 

Under Section 29 O) of the MVAct, read witbRule 27 (1) & (2) of the Jamrnu 
and Kashmir Motor VehiCles Rules,. no person shall act as a conductor ofa stage 

·carriage unless he holds a conductor licence. Further, the Cit].zens Chairter17 also 
emphasised the importartce of . a conductor's Hcence. As pet sub-section 5 of 

· Sectio:n 30 of the· Act, the fee for a conductor licence; and of each renewal 
thereof, shall be one.:haff of that for a driving licence~ 

.· . . 1. . '· . . 

Audit scrutiny revealed that 20,965 stage carr:i.er vehicles had been reg:i.stered by 
-nine RTOs/ARTOs ending March 2007, however, no licences bad been issued by 
the department. -Besides y:i.olat:i.on of rules, non-issuance of 1:i.Cences and renewal . 

· thereof also resulted in ndn-realisation of Rs. 37..69 fakh. . . I . 

>After the case was pointed out, the concerned RTOs/ARTOs stated that necessary 
.. action in this regard would be taken .. 

Rule 24 & 25 of CMV ~ules, envisage that no person shaH establish or maintain 
any driving. school or .establishment for imparting. instructions for hire or reward 
in drivirig motorvehides1 without a licence granted by the Hcensing authority. The 
licence so granted shani ·be valid for a period of five years and needs to be 

.... ·. .. I . ~ 

renewed not less than 60 days before its expiry. · · · 

15 . 

16 

17 

I 
Jfammu, .Srinagar, Lakhanpur (Kathua), Udhampur, Budgam, Kupwara, Anantnag, 
Pulwama a.nd Kargil ! . · 

. Calculated upto 3°t-03-2008. 
A charter issued by fyiotor Vehicles Department to facilitate the masses to know and deal 
with plying of motor vehicles for availing services rendered by the Motor Vehicles 

· Department . · · · · 
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Audit scrutiny revealed that in RTO Jammu, Licences of 11 driving institute were 
not renewed for periods ranging between two and J 1 years resulting in 
non-recovery of licence fee of Rs. 47,000. The reasons for non-recovery have not 
been received. 

As per Rule 133 and 134 of J&K Motor Vehicles Rules, agents licence for 
carrying goods is required to be obtained by all the transporters and is valid for 
one year which is required to be renewed thereafter. Scrutiny of records revealed 
that in Tran port Commissioner' s office, 70 cases of agents licences were not 
renewed for the last one to 11 years resulting in non-recovery of licence fee of 
Rs. l 0.69 lakh. 

After the case was pointed out, it was stated (February 2008) that the licence 
holders had been directed to adhere to the rules and obtain renewal well in time. 
The reply was not tenable as no action had been initiated by the department to 
either get the licences renewed for the period ranging between one and 11 years 
or cancel the licences of the agents. · 

6.2.8.4 Motor Trans rt Service Licence 

In terms of Rule 127 of J&K Motor Vehicles Rules, no person(s)/ company/firm 
may engage in motor transport business individually or collectively unless a 
licence for the purpose has been granted to such person(s)/Company/firm by the 
State Transport Authority. The fee for issuance of licence under the Rule was 
Rs. 3,250 which was subsequently (April 1999) reduced to Rs. 2,000 without 
issuing formal notification by the Government. 

In Transport Commissioner's office, it was noticed that though the reduction of 
fees to Rs. 2,000 was not notified by the Government, fee had been charged at the 
reduced rate of Rs. 2,000 in 81 cases resulting in short recovery of Rs. 5.28 lakh 
between April 2003 and March 2008. Further, in 56 cases, licences had not been 
renewed for the period from April 2003 to March 2008 resulting in non-recovery 
of licence fee of Rs. 8.35 lakh. 

After the cases were pointed out, it was stated (February 2008) that the matter 
regarding un-notified rates has been taken up with the Government and that the 
security deposit at the rate of Rs. 200 per vehicle collected from each licence 
holder would be forfeited. The reply is not tenable as even after forfeiture of the 
security deposit there would be a difference of Rs. 1,050 in each case. Further, the 
reply was si lent on the reasons as to why fees were realised at lower rates when 
these were not notified by the Government. 

6.2.9 

Under Rule 33 of the CMV Rules, dealer of a motor vehicle shall be exempt from 
the necessity of registration subject to the condition that he obtains a trade 
certificate from the RTO concerned on payment of prescribed fee and shall be 
valid for the period of 12 months from the date of issue or renewal thereof. 
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Scrutiny of the records rev.ealed that in four 18 RTOs/ARTOs, in 40 cases trade 
certificates had not been renewed between August 2001 and March 2008 which 
resulted in non-recovery of fee of Rs . .46,000. Besides, no survey or inspection 
had been conducted from 2.003-04 to 2007-08 to detect the defaulting dealers, 
violating the provisions of the Act. 

After the case was pointed out, the Joint Transport Commissioner, stated (July 
2008) that the registering authorities had been directed to identify the defaulters. 

' ' ( 

~f~~~Oi'.~~~\~i~lt!Iti!!~Illlf[~lJ!i~~Wf~~~~ 
In order to check the emission in vehicles, Pollution Checking Centres (PCC) 
were established under Rule 115 and 116 .of the CMV Rules. A licence is issued 
to ·such centre at the prescribed fee of Rs. 5,000 valid for one year to be renewed 
before 31 'March every year on payment of fee of Rs. 2,500. 

I 

Scrutiny of records of the 1Transport Commissioner revealed that the licences of 
i four PCCs were not renewed for periods ranging between one and eight years 

.· resulting in non-recovery Of renewal fee of Rs. 48,500. Besid~s, licences had been 
I . I . 

· ' cancelled in respect of three centres against whom renewal fee of Rs. 40,500 was 

. I 
outstanding at the time of cancellation . 

After the cases were pointed out, it was stated (February 2008) that the renewal 
fee/fine will be imposed when the licence holders approach the office for the said 
purpose. The department had actually failed to t?ke appropriate action against the 
defaulters for the periods ranging between one to eight years. 

r~1~~i~rJI&ml:ii~ll~Jiin!i.ml~~§t~1~ . 
The MV Act, provides that whoever drives a motor vehicle or causes or allows a 
motor vehicle to be driven 1carrying weight in excess of the permissible level shall 
be punishable with a rnin

1
imum fine of Rs. 2,000 and an -additional amount of 

Rs .. 1,000 per tonne of excess load. The Act also provides for compounding of 
offences for carriage of excess load, by the authorised officers/authorities, by 
such amount as the State: Government may specify in this behalf. The officer 
authorised by the department shall not allow such a vehicle to be removed from 
the place of weighment until the excess weight has been offloaded by the driver at 
his own risk. . ~ 

' 

Scrutiny of the records r~vealed that in four 19 RTOs, 1,28,620 vehicles were 
• I -

booked between April 2004 and March 2008 for over-loading. The vehicles were, 
however, allowed to move ori payment of compounding fee only without 
off-loading the excess weight thereby contravening the provisions of the Act. 
Penalty at the minimum rate of Rs. 2,000 prescribed under th<? Act was also not 
recovered which resulted. in revenue loss of Rs. 25.72 crore. Scrutiny of the 
records of the RTO, Lakhanpur also revealed that 10,919 over-loaded vehicles 
escaped notice of the Mo'tor Vehicle Department (MVD) checkpost, Lakhanpur 
without paying the fine prescribed under the MV Act during the period April 

18 ' ·. • 'i ' ' 
Jammu; Kashmir, Lakhanp_ur and Udhampur. _ 

19 -
Lakhanpur, Jammu, Udhampur and Srinagar 
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2004 to March 2008. Failure to check the offence resulted in loss of revenue of 
Rs. 2.73 crore on account of minimum penalty (Rs. 2,000) and fine (Rs. 500) 
prescribed by the department. 

After the case was pointed out, RTO Kashmir stated (January 2008) that the 
circular instructions to subordinate offices to enforce the provisions of MY 
Act/Rules had been issued. RTOs, Lakhanpur and Uc:lhampur stated (May 2008) 
that the loss of revenue would be looked into and action taken would be 
intimated. 

~.2.12 Internal control 

Internal control mechanism in a department is meant to ensure that its activities 
are carried out according to the prescribed rules and regulations and in an 
economical, efficient and effective manner. The control mechanism in the 
department is guided by Acts, rules etc. to protect the resources of the 
Government and ensure that revenue is realised by the Government in a 
systematic way. Scrutiny revealed lapses in adhering to these rules as discussed 
below. 

Cash Book 

Jammu and Kashmir Financial Code stipulates that the departmental receipts 
collected during the day should be credited into the treasury on the same day. It 
also stipulates that all monetary transactions should be entered in the cash book as 
soon as they occur under an attestation by the head of the office or an authorised 
officer in token of check. The totals of the cash book should be checked by a 
person other than the writer of the cash book. Test check of RTOs/ ARTOs 
revealed that: 

~ Against an amount Rs. 76,555 collected in 30 cases, Rs. 2,630 only had 
been accounted for in the cash book resulting in short accountal and 
eventual non-remittance of Rs. 73,925 into the treasury detailed as under: 

l. 

2. 

3. 

4. 

Table: 6.2.2 

RTO Srinagar 1 4,000 400 3,600 

ARTO Kupwara 11 12,030 220 11 ,810 

ARTO Anantnag 5 4,370 4,370 

ARTO Pulwama 13 . 56, 155 2,0 10 54, 145 

Total 30 76,SSS 2,630 73,925 

It was seen in three ARTOs, that route permits had been issued/renewed in 
3 1 cases by recording fictitious receipt numbers in the permit registers 
resulting in loss of Rs. 83,260. Reply, though called for in audit, was not 
furnished. 

After this was pointed out, the Joint Transport Commissioner, stated (Ju ly 2008) 
that the RTOs would be directed to look into the matter to take appropriate action. 
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Besides,· in RTO Srinagar; wrong totaling of cash book had resulted in short 
accountal/non-remittance of Rs. 6,040 as detailed below: 

. . ' TalbiRe: 6.2.3 . 

1. 01.04.2006 

2. 03.04.2006 3,31,020 3,30,620 400 

3. 13.03.2006 93,675 93,075 600 

4. 14.04.2006 1,32,195 1,31,445 .. 750 

'JI'otali :ll.0,55,035 10,48,995 6,0410 

Thus, lack of proper chec],<: by the RTOs/ARTOs, though envisaged under rules, 
resulted in short accountal of Rs. 1.63 lakh. 

r~~m:~r21!f1~~mm:.-
Administrative inspectioni of a subordinate office is required to be conducted 
periodically by the next h~gher authority so as to exercise necessary checks and 
controls over the resources and· functioning of office/divisions. Administrative 
inspection of RTOs .and 4RTOs had not ever been conducted by the Transport · 
Commissioner although the same has been pointed out by audit through audit 
inspection reports. 
r·?.l~·~~""'"''"j'r,.·!·~·· ·J1G"?~ t6t2}il~31Jlf:!!li'lnt~c!bn~lta'P..aJl:!!~ 

·The department had not ~reated any internal audit cell for conducting internal 
audit ofRTOs/ARTOs nor has the same been conducted by the Director of Audit, 
Finance Department so far. 

. . 

Public grievance cellis a pench mark for assessing the success of an entity which 
is to be properly manned ~nd monitored. · · · 

Test check of records, ho~ever, rev~aled that no such ceU has been established to 
redress the grievance of tqe public. 

!i~~~ll3,)~~~1~;G]![~U'.isi®JI 

The performance of the department ~ith regard to motor vehicles tax was poor as 
the . department failed to i recover registration renewal· fees, permit renewal fee, 
penalty on account of non~inspection and non-recovery oflicence fee for issue of 
licence to·conductors. ' · , 

There was lack ~f . cb-ordination . betwee~ the departments resulting . in 
non-recovery of passeng~r tax. The internal control of the system was also weak. 

. I 

~~~fl'.:4;tf~~'.Rei!o1WileTla:ii;tJ9ns~ ~, 
I 

j;;;>. Immediate steps need to be taken to refer the defaulting vehicle owners to 
law enforcement ~gencies so that the dues as pointed out are recovered. 
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A viable mechanism need to be devised to have a '.co-ordination between 
various wings and with other departments so that. those vehicles which 
avoid payment of tax are not allowed to ply on roads or leave the State 

. without payment of tax. · 

· };:>- Internal control of the department needs to be strengthened so that all the 
rules provided in the financial code are adhered to. · 
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i~JgJlI!~fi'!~~~ 
~ Absence. oft' a time fr:ame ].1rn implementation of soft'tware resulted fin dellay 

iin project iimplen:ientation. · 

(!Paragraph: 6.3.7) 

~ Inadequate control \environment adversely affected functioning of tlhl.e 
system. 

(Paragraph: 6.3.].2) 

~ Absence of application controls resulted in low ass1!ll.rance :regardiing 
completeness and reliability of database. 

. . . 
(Paragraphs: 6.3.13.1, 6.3.13.4, 6.3.13.7) 

~ Check/control mec1'anism was not in place resulting ii.n registration of 
vehicle on fraudulent/duplicate Insurance Cover Notes. 

(Paragraph: 6.3.13.'6} 

Assessment, levy and collection of taxes, fees and fines on motor vehicles are 
goveifled in the state under the provisions of Motor Vehicles Taxation Act, 1957, 
Central'Motor Vehicles Act 1988, Central Motor Vehicle Rules, 1989 and Jammu 
and K~shmir Motor Vehicle Rules, 1991 alongwith various notifications issued 

. by the State Government from time to time. Computerisation under a 
comprelienstve e-goverqance solution for the transport sector in J&K was 
approved (March 2005) by the Ministry of Communication and Information 
Technology (GOI) und~r National e-governance Action Plan (NeGAP). The 
project objective~ .included implementation of SARTHI2° and V AHAN 21 

software packages, earlier designed and developed by NIC; Delhi.· 

The computerisation in Transport Department was undertaken to prevent leakage 
of revenue and to enable various regional transport offices to check the driving 
licenses, registration certificates and permits throughout the country in an 
efficient. manner, thereby strengthening the regulatory functions ·of such 
authorities. Department of Road Transport and Highway (DRTH), GOI instructed 
(January 2001) all the st~tes to adopt a standardised data format and software for 
the purpose of issuing 9riving licenses and registration of motor vehicles and 
maintaining their datab~ses so that a national register of motor. vehicles and 
driving licenses could be

1 

prepared and their integration at the national level._ 

20 

21 

Software package for all the front end and bac!< end processing for issuing Learner 
. license, Driver license and conductor license 

Software package for issuing .vehicles' registration; permits, fitness, enforcement and tax 
demands etc. 
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0 ti 

The State Motor Vehicles Department is headed by the Director General , 
Transport under the administrative control of the Commissioner/Secretary, 
Transport Department. There are three Regional Transport Officer (Jammu, 
Lakhanpur and Srinagar) and 11 Assistant Regional Transport Officers (Budgam, 
Anantnag, Pulwama, Kupwara, Baramulla, Doda, Udhampur, Poonch, Rajouri , 
Leh and Kargil). 

li.3.4 Audit Ob •ecttves 

The review of the department was undertaken to assess: 

• the efficacy of the Transport Department's IT planning and implementation; 

• whether information technology controls were adequate in different software 
packages being used so as to ensure integrity, reliability and completeness of 
data maintained in the Transport Department and 

• the extent to which the overall objectives of computerisation had been 
achieved. 

Audit Methooolo 

The policies and control structures were examined with reference to the 
following: 

• Documents relating to policies, development, implementation of computerised 
systems 

• Testing and evaluation of application controls built in the application software 
running in the department 

• Analytical review of data through CAA Ts (Computer Aided Audit 
Techniques) for substantive and compliance testing. 

• Discussions with the Management. 

The scope of audit included a review of planning, implementation and monitoring 
of the computerisation process at the Office of the Director General of Transport 
and examination of existing controls in IT applications and other activities in five 
RTOs/ARTOs22

. The review was conducted between January 2008 and April 
2008 and covered the period from the date of implementation (Augu t 2005) of 
the programme up to March 2008. 

The administrative approval for computerising the Transport Department was 
accorded by GOI in March 2005. Grant-in-aid of Rs. 1 .2~ crore was sanctioned 
for the project which was to be implemented through NIC by 31 March 2006. The 

22 RTO Jammu, RTO Lakhanpur, RTO Srinagar, ARTO Badgam, ARTO Udhampur 
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. . n . . . 
hardware was to be procured through NICSI '. The department started (May 
2005) implementation of the project through NIC' s state unit at 10

24 
locations. 

Beginning with the· pilot site of RTO Lakhanpui, the implementation was to be 
done in two phases ( Ph.ase I: seven sites were to be covered by October 2005 and 
three sites.out of ten were to be completed under Phase II by March 2006). 

Audit observed that exceJt for the pilot site, the department could not implement 
the prbject at any of the

1 
sites identified for coverage under Phase-I by March 

2006. Out of seven sites identified to be covered under Phase-I, five sites had 
. I 

• been completed after del~ys ranging between 5 and 15 months. The remaining 
two sites of Phase-I and; three sites25 of Phase-II were yet to be computerised 

. • • .... • I 

(August 2008). 

An amount of Rs; 32.68 lakh (out of Rs. 1.49 crore) which was transferred 
(November 2005) to the MVD for site preparation, purchase of generator sets, 
furniture, consumable anc;I backlog data entry of old records could riot be utilised 
upto March 2008 due : to non-utilisation/revalidatiori. . With the result the 
implementation suffered. : 

In reply the department s'tated {October 2008) that the administrative department 
had been requested to revalidate sanction for Rs. 25.12 lakh (after spending 

I 

· Rs. 7.46 lakh) required for preparation of sites. As and when the same is received, 
the sites shall be got prepared and requisite software shall be launched in the · 
remaining five sites. 

1 

. · ·· . 

. . 

Audit also observed that backlog data entry.had not.been. completed as the tenders 
floated (March 2007) for the purpose had been finalised belatedly, in February 
2008. In reply, the department stated (October 2008) that backlog data entry was 
under process in their Jammu Office as work had already been allotted to the 
successful tenderers. 

1g;a1~r~~~111l3nt!e'.t:tufi•i1'.itti51i£~~'$fs!ewi11 
Audit observed under-udlisation of the system in five locations where the project 
had been implemented~- Although the V ARAN system is capable of managing 
information relating· to :a permit and its validity, · including interstate aspects, 
enforcement, et.c. these aspects had not been computerised so far in any of the 
RTOs, resulting in under-utilisation of the processing_ capabilities of the ·system. 
Ill.reply, the department stated (October 2008) that steps were presently underway 
for implementation of permit module. · 

Audit observed. (March 2008) that in ARTO Budgam, only the V AHAN package 
was being utilised whereas the SAARTHI package had not been implemented. It 
was also observed that taxes were being collected manuallyand subsequently fed 

23 . 

·24 

25 

• I 

·.National Informatic~ Centre Services Inc. 
RTO Lakhanpur, RTO Jammu, ARTO Udhampur, Transport Commissioner Jammu,. 
RTO Srinagar/ARTO Badgam, ARTO Leh/ Kargil, Transport Commj.ssioner Srinagar 
(Phase-I) and ARTO Rajouri/Poonch, ARTO Anantnag/Pulwama, ARTO 
Baramulla/Kupwara; ( Phase-II) 
.ARTO Rajouri/Pom;ich, ARTO Anantnag/Pulwama, ARTO Baramulla/Kupwara (3 sites 
involving 6 AR'fO/RTOs) 

• I 
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into a stand alone computer installed at another location at NIC' s district unit. The 
iristalled system was also being used by the NIC and the Election Department, 
which posed a threat to the database of the Transport Department. In reply (April 
2008) it was stated that hardware received (April 2007) was yet to be installed 
and make-shift arrangement had been made by the NIC in the Deputy 
Commissioner's office. In October 2008, the department further stated that RTO 
had been directed to get the hardware installed in the office :of the ARTO Budgam 
and shift the data from the office of the NIC Budgam. 

~~~6~'.§ihl~trnia~Jil!~~I~lt{f!~qij'W~I 
Audit scrutiny revealed following deficiencies in software and data. 

·~ There was no provision in the system to asses the arrears of road tax and 
to generate a list of defaulters. 

There was no provision in the system to work out fines for delayed 
payments of road tax or registration of vehicles. 

~ There was no provision in the system to generate list of defaulters in case 
of vehicles piying without renewal of fitness certificates. 

· ~ The system lacked provision for accounting of compounding fee26 and 
other recoveries made by Mot~r Vehicle inspector/ Assistant Motor 
Vehicle Inspector during field checking. 

~· There was no provision in the software for recording of stolen vehicles at 
the request of owner or on the complaint of police 

In reply, the department pointed out (October 2008) that the matter with respect to 
above issues had been taken up with the NIC. 

:~1~I1!11f~~l%'f~~ii~1~~!!~~s~l~:ff~~mi~!1it~Jr~ 
. . - . . . . - . :_" 

The Department of Road. Transport and Highways, GOI instructed. (December 
1999 and January 2001) all the States to adopt smart cards for issuance of licerises 
and registration certificates so that a national register of motor vehicles, readable 
throughout the country, could be prepared and leakage Of revenue could be 
prevented. It was, however, seen in audit that the department did not issue smart 
cards despite possessing necessary technical infrastructure fot issuance of smart 
cards, thereby defeating the objectives of the scheme. In reply (February 2008) 
the department stated that steps to introduce smart card based driving Licenses 
had been initiated and the requisite Keys27 from the NIC ha~ also been received 
(October 2007): 

~3~fil3Th1~~[.~Q'.tfJWJtW~ll[~l~!if!!~(f~[t~~li~~J![lf!!'.t~iJJ.§~~!, 
Audit observed that the project had been implemented as stand alone packages in 

· the computerised offices, without linking them to a common . database in State · 
Wide Area Network thereby jeopardising creation of a national database of 
vehicles remains unrealised. In reply, the department stated (October 2008) th~t 

26 

27 
Fee collected from drivers/violators for violation of provisions of M. V. Act. 
Key provides Personal Digital Certificates to authorised users. 
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steps were afoot for interconnectivity of RTOs with the Commissioner Office for 
which a proposal had alreai;ly been submitted to the Government. 

Audit observed that the department had not framed,. documented and 
implemented any policy tb ensure confidentiality, reliability and availability of 

. data. Absence of an IT policy and a security policy resulted in the following. weak 
or non-existent physical artd logical access controls, non-allocation of roles. and 
responsibilities and unauth9rised customisation of software as detailed below: 

Audit observed (March 2008) that· no technical documentation· like record 
• I 

definitions, data organisation, data flow, etc. was .available with the department. 
User, operation and system manuals were also not available with the departme~t 
for any of the software modules. developed by the NIC Delhi, . with the result 
system support or updatioh would not be possible in-house or through any other 
agency. In reply, the department stated (October 2008) that the matter had been 

I . 
taken up with the NIC. · · · 

~~1!11~;illml§W~t®$~i;imliM~tf@_~9Jt~«iII 
Physical and environmental controls are aimed at ensuring that the assets of the 
project are not put to any: risk. To achieve it, measures are required to be taken 
prior to implementation of a project it wa.s, however, observed that: 

~ · There was no sepJrate and secure room for server/UPS in thr~e28 out of 

28 

five RTO/ARTO 9ffices audited. The server and dat(l entry·terminals had 
not been safeguar?ed from unauthorised access, making the system and 
data vulnerable to loss. 

There was no anttvirus software loaded in any of the servers with the 
result the server at.RTO Lakhanpur and Srinagar was found virus infected; 
leaving the data imperiled, The department stated (October 2008) that 

. directions had been issued to RTOs to procure and install Anti-Virus 
software and install these in the systems, . . 

There existed no annual mair.itenance contract for UPS, servers, and 
. printers etc: to safeguard against breakdowns. It was seen .in audit that 
there was output f~ilure from UPS at RTO Lakhanpur resulting ih frequent 
abnormal shutdown of server. In reply (March 2008) the department stated 
that a proposal for' negotiating AMC· was• under consideration. 

It w~s also observbd that no standby/backup se~vers were installed in any 
of the five RTO offices visited, to ensure resumption of the work in case 
of Se\ver failure µue to fault or crash. In reply, the department stated 
(October 2008) that providing ·back up servers to a.n the RTOs were under 

· ·consideration by the department. 
! . 

RTO Jammu; ARTO Udhampur, ARTO Badgam 
. . 
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In order to exercise control over passwords and backeiid. usage, the department 
was to train and nominate staff q.s Database and Systems Administrators. It was 
observed that the department _ had not nominated any D~ta Base/Systems 
Administrators, with the result ihrltthe department remained dependent on NIC 
for day-to-day management of s~ftware etc. The department stated (October-
2008) that due to shortage of trained ~taff the DBAs/SAs c.ould not be nominated 
and now the department was taking steps for training the empioyees to handle 
entire operations and a proposal had been submitted to the Government for 
-providing technical staff. 

~~n.~.~11~{ti1!"§1!!1§.~~9ftfl!qttYl&l~~JJ~~K~9~i~n1~~tl~l¥~~i~~i -
- - . 

Audit observed (February 2008) that no formal back . up policy had been 
formulated. There was no documented business continuity and disaster recovery 
plan with the department. The department while accepting the audit observation 
stated (January 2008) that formulation ofa BCP was under consideration. 

A centralised consolidated inventory in re~pect of the hardware procured by the 
department and also details of hardware received from NICSI and inventories 
purchased prior to implementation of V AHAN and SAARTHI and distributed to 
various RTOs/ ARTOs, had noi been maintained to exercise control over the 
custody and movement of inventory. No physical verification had been carried 
out by the department. 

In reply the . dep~rtment stated (October 2008) that the matter was under 
examination and audit would be informed of the outcome. 

. . -

~~:IDii~~!r!!~~ni!!i~f!l~1ili~<t~..Pili.la~~Bl'.§.;-_ 
Rule 4 7 -of Central Motor Vehicles -Act 1988, provides for registration of vehicles 
which contains information about vehicles in -33 fields. Data analysis of owner 
database in V AHAN package, however, showed that data capture was partial -
even in crucial fields. Vital details like insurance, dealer's name, purchase date, 
address, and engine numbers and PAN/GIR number had been left blank in five 
RTOs, as tabulated below: 

Table 6.3.:ll. . -~ · 

Total No. of vehicles 42,738 -4,504 1,817 I. 13,114 2,966 
registered 
Purchase date 111 04 04 45 
Address 347 125 50 - 103 16 
Engine number 347 -- 125 84 - 103 16 · 
PAN 42,738 4,504 1,817 13,114 2,966 
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Analysis of the data further showed that::. 
'1 
I 

' \ 

};:>- • In RTO, Jammu, the .date of fitness of four vehicle~ .. was shown as being 
prior to the date of registration. . . '. · . 

>-- In RTO, Lakhanpur, the date of registration of one vehicle was shown 
prior to the date of purchase. . . · .· · · ·.. . . .-

};:>- Database of road tax of two29 RTOs revealed that details of 'tax from' and 
'tax upto' had been shown as '01-01-1900' iri case of five vehides. · 

~ A single registration number30 was found against two owners at RTO, 
Lakhanpur indicating that the system ~as also accepting duplicate entries 
in fields. 

Lack of validation checks arid entering incomplete data had rendered ·the . 
databases of the RTOs -·unreliable, . thereby defeating the · purpose of 
computerisation. The· department replied (October 2008) that the matter was 
being examined and outcome would be Intimated to audit. 

As per rules framed under the Central Motor Vehicles Act, every motor vehicle 
using public roads is Sl,lbject to levy of token tax31 at the rates prescribed by the 
State for goods and passenger vehicles on the basis of their laden weight arid 
seating capacity, respectively. . 

. . 

· It was, however, seen that the front-end data entry screens provided for payment 
of token tax in case of goods vehicles, the system applied rates from masters on 
the basis of unladen weight instead of laden weight resulting in incorrect 
application ofr-ates of road tax. The details of 1,859 cases of short/excess levy of 
tax which were also verified from the manual records are tabulated m 
Appendix-6.3.J~ 

. . . . 

Audit further observed that in 2,543 oth~r cases in two RTOs32
, short levy of 

token tax:, due to incorrect application of rates ·in Masters, was made good by 
collection through manuai interventions and entered under "Fine": Such incorrect · 
information gives rise to the .risk of generating wrong -MIS· reports because of· 
unreliability of data capture. . . 

ll
~-"'¥::i~~·<t;:'J~'l'""4~~;-"~....,..-="r·-..'"~r;·,~~~~ ... ~~~ITI":l~s~.l"!'.~-ttP'~"'fl'~';<~-,m,~~~ft:i:~{~~~.,,.:~~\'Z'=:"..-.... ,,::11c,, .... ,..,.~i..:......,:.:..,~'""" 

f i&,,,""'1!''2'-:i:l~'"'"-1;-c;r.~·"-''•>·• .. ~;.,,-.,,.,,,..,,,z~"'"<""·~"'''<ll>fi~~:gi~~><~-"~··,.,,,""""""tli''-"'"'"'''"'~"R''\ih'D~~et..'''''j'~'" 
' .~,-:a~~~~~~~DSUlll!!t~H'J!~~~~§s;r~~~.!!.~g~"'1!..io".llY~~iei\.~iLi?ti~~ 

' / A comparison of application data .of VAHAN relating to fitness fee of five33 

Regional Transport Offices (RTOs) revealed that there was variation inthe rate of 
fitness fee being charged for various categories of vehicles :in the RTOs: While 
the prescribed fee of Rs~ 100 was being charged as fitness fee under LMV and 
LGV category of vehicles iri four RTO/ART0s34

_, Rs. 200 was being charged 

29 

30 

31 

32 

33 

34 

RTO Jammu, RTO Lakhanpur 
JK08A 7788 · 
Tax levied on Motor Vehicles for using public roads. 

. RTO Jammu 2486, RTO Lakhanpur 57 
RTO Srinagar, RTO Jammu, RTO Lakhanpur, ARTO Budgam, ARTO Udhampur 
RTO Srinagar, RTOJammu, ARTO Budgam, ARTO Udhampur 
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against same categories of vehicles in another RT0.35
. Thi~ was indicative of lack. 

of a centralised mechanism to monitor and impiement the business rules in · 
computerised system regarding -applicable fee structure. The department did not 
furnish any reply (October 2008). · · 

' . 

Rules framed under the Jammu and Kashmir Motor Vehicle Act, 1951 and 
Central Motor Vehicles Act, provide that tax in respectofcommercial goods and 
passenger vehicles is payable annually or quarterly at rates according to the laden 
weight and seating capacity/vehicle class respectively. Failure to pay the tax 
within the prescribed time attracts penalty depending upon 'the extent of delay. 

-An analysis (February/March 2008) of VAHAN database of RTOs showed that 
there was an outstanding tax liability of Rs. 56.53 lakh against 3,247 commercial 
vehicles as per the V AHAN database as tabulated at Appen(i,ix-6.3.2 .. · 

Audit observed that RTOs were not utilising the system to detect defaulter 
vehicles so as to issue demand notices to the vehicle· dwners. In reply -RTO 
Budgam stated (April, 2008) that the fee/tax was received manually. This implied 
that RTO was hot relying on the computerised database and that the entries made 
in the database were incomplete. The reply was silent about non-moniforing of 
outstanding road tax through the VAHAN package. In reply, the department 
stated (October 2008) that the matter was being examined and outcome would be 
intimated to audit. 

~~ffi~~¥5l~~~IiY1!J'.JiEglJt't~!!ijitflm'f~t\~1~ji~ 
_The State Motor Vehicle Act, 1951, read with Central Motor Vehicles Act, .1988, 
provides that an application for registration of motor vehicle is to be made within 
one month from the date of taking delivery of the vel)icle. Failure where.of coµld 
attract fine of Rs. 100. An analysis of databases of five36 RTO/ARTOs coupled 
with manual verification in test check revealed that 17,181 vehicles were 
registered after a period of one month without realising any fine from the 
defaulters, resulting in revenue loss of Rs.17 .18 lakh to the department as 
tabulated at Appendix-6.3.3. 

r.~~~1~-1~~81Ili~1i~Ml~fi'ti!if~iitriffi~~~fil~;i~ri'N:fil~J!gg 
According to Section 146 of the Motor Vehicles Act, 1988 no person shall use, 
·except as a passenger, or cause or allow any other person· to use, a motor vehicle 
in a public place, unless there is in force, in relation to the use of the vehicle by 
that person or other person, as the case may. be, a policy ofinsurance complying 
with the requirements of Chapter XI of the Act. · 

35 

36 
RTO Lakhanpur 
RTO Jammu, RTO Lakhanpur, RTO Srinagar, ARTO Budgam, ARTO Udhampur 
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· A9,alysis. of insurance dathbase of five· audiied RTOs revealed 4,70737 cases in 
which Jhere was recurrence of multiplicity of a single· insurance cover note · 
number ranging .between 2 and 123, suggesting that one insuranc.e cover· note was 
being illegally used by two or more vehi_des. The results of.data analysis were 
cross-checked with manual records in ARTO. Budgam and RTO Srinagar. T~st 
check of manual records of insurance companies38 confirmed .·use of fake 
insurance cover notes by vehicle owners. Test check at two RTOs revealed that in 
six cases the .. same . cbver . note .. had . been used by photocopying and 
prefixing/suffixing of addttional digits to the original cover note number and in 10 
cases39

, the forms had no,t been issued by the Insurance Company and had been 
frauduiently prepared. j · 

·Moreover, in 5840 .cases, the cover note number field had either been left blank or 
bogus insurance cover nbte numbers had been recorded. While accepting that 
there was no valid check 1 in the software to. ensure single use of insurance cover 
note, itwas stated (April. 2008) in reply that the software needed tci be updated by 
the NIC. In October 2008, however, the department further stated that the matter 
was being e.xamined and outcome shall be intimated to audit. 

l~!lllmil!"Wifi~J!gIDJljJt"lf~!§f~I 
. . . . 

Chassis Nu_mber and Engine Number are unique identification marks of a vehicle. 
It was seen that in four RTO/ARTOs, 3,50941 vehicles had duplicate engine 
Number and 16 vehicles had duplicate chassis number. This indicated lack of 
validation ch.eeks during ,data entry resulting into integrity of output of system not 
being. ensured. the department replied (October 2008) that the matter was being 
examined and outcome ~ould be intimated to audit. 

! 

r?~~~llf4·o::?"n:~l7u'<1u~o·~1 . ~~p~~~~=-~·ir _SJ~~!lliJ I 

' 
Lack of controls at the input stage has rendered the database incomplete. Absence 
of validation checks h~s led to duplication of records. The · system lacks 
uniformity across all i RTOs resulting in· non-realisation of benefits of 
computerisation and incorrect tax calculation. This has also resulted in non-

. generation of demand ndtices and identifying cases of default. Inventorisation of 
IT assets to ensure its safeguard has been found to be deficient. 

I 

t~~ill{iimlr.dmGDEtm~ . 
The following :;;teps are recommended to enhance the efficiency and effectiveness 
of the Transport Iilform~tion System. 

37. 

38 

39 

40 

41 

RTO Jammu 3919, RTO Srinagar 370, RTO Lakhanpur 219, ARTO Budgam 55, ARTO, 
Udhampur 144. . . . 
United Insurance Co and National Insurance Co 

I -

JKOlL-4123, JKOlK-4742, JKOlK-5994, JKOlK-6297, JKOlK-5365, JKOlL-4052, 
JKOlL-3775, JK01~~2894, JKOlK-4283, JKOlK-5407 
RTO fammti 51, ARTO Udhampur 7 
RTO Jammu 3301, RfO Srinagar 180, ARTO Budgam 16, RTO Lakhanpur 12 
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~ Data input. validation checks .need to be incorporated to enhance data 
reliability and. prevent entry of duplicate and fraudulent· data and use of 
fake documents. Change management controls need to be reviewed and 
any changes in rates of taxes and fees may be incorporated proniptly to 
minimise chances of erroneous realisation of taxes and fees; 

};;>- Suitable password policy, security policy, backup policy and business 
continuity planning should be implemented and disseminate to create 
security awareness. The Permit Module should be implemented to ensure 

· optimal use of the system. Masters and database' structures should be 
uniform in all the RTOs/user offices. 

};;>- Systems should be interlinked to share the databases with each other 
within and outside the department including Police pepartment. Physical 
verification of hardware/software for the peiiod prior to March 2005 and 
thereafter need to be undertaken and accountal of equipment ensured. 

··:-·:.-·. 
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Failure to detect the codcealment of purchases made by two incllustriall units 
resulted in irregular exemption of sales tax of Rs. 46.89 lakh. 

I 

The Government notifications issued on 20 August 1998 and 31 January 2004 
provided for exemption f~om payment of general sales tax on the sale of finished 
goods manufactured by· the industrial· units registered wfrh the Industries and 
Commerce Department. However, the dealers were required to majntain a correct 
and regular account of ptj:rchase of goods including raw materials as also to file 
returns of sales regularly. Any dealer found guilty of concealing his turnover or 
furnishing inaccurate part,iculars thereof was not entitled to any exemption for the 
year in which such offenc.e was committed or for subsequent years. 

6.4~1 Test check of the records of the assessing authority (AA), commercial 
· tax circle, Bodgam in Japuary 2007 revealed that an industrial unit42 disclosed 

turnover of Rs. 1.27 crore during the year 2003-04 and claimed exemption of 
sales tax payable thereon.! The AA while finaiising the assessment in August 2005 
accepted the returned turnover and allowed exemption from payment of tax of 
Rs. 5.34 lakh accordingly. Audit scrutiny of the purchase statements revealed that 
the dealer actually purch~sed goods valued at Rs. 87.78 lakh during the year from 

. outside the State against!which he disclosed an amount of Rs. 83.76 lakh in .the 
trading account submitted alongwith the return. The dealer thus concealed the 
particulars of purchases and was not eligible for grant of exemption on payment 

·. of tax. Failure of the AA to detect the concealment of turnover resulted in 
irregular exemption of ta~ of Rs. 1 L68 lakh43

. . 
. I . . .. . . .· 

After ttie case was point~d out, the AA reassessed the dealer (Februai·y 2008) and 
withdrew the benefit o~ exemption from payment of sales tax on turnover of 
Rs. 131.50 lakh and raised the demand of Rs. 11.71 lakh44

. The dealer has filed an 
appeal before the D~puty Commissioner, Commercial Tax (Appeals) against the 
order. A report on further development has not been received (August 2008). 

The matter was reported1to the Government in July 2008, their reply has not been 
received (August 2008). ! 

6.4.2 Test check of the records of the assessing authority (AA), commercial 
tax circle; Budgam in J:anuqry 2007 also revealed that another industrial unit45 

42 

43 

44 . 

45 

Dealing in manufacture of gates, grills, angle iron posts and roof trusses. 
Tax: Rs. 5.52 lakh, Interest: Rs. 6.16 lakh 
Tax: Rs. 5.52 lakh, ~nterest: Rs. 6.19 lakh 
Dealing in manufacture of voltage stabilizers, invertors, UPS, heat convectors and 
assembling ofblackand white TVs. · 
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disclosed turnover of Rs. 1.35 crore46 during the years 2003-04 and 2004-05 and 
claimed exemption of sales tax payable thereon. The Af..- while finalising the 
assessment in December 2004 and August 2005 accepted the returned turnover 
and allowed exemption from payment of tax of Rs. 17.06 lakh47 accordingly. 

_ Audit scrutiny ·of the assessment records of the dealer re_vealed that the dealer 
actually purchased goods valued at Rs. 1.30 crore48 during these years from 
outside the State against which he disclosed an amount of Rs. 1.24 crore49 in the 
trading account submitted alongwith the return. The ~ealer thus concealed the 
particulars qf purchases and was not eligible for grant of exemption on payment 
of tax. Failure of the AA to detect the concealment of turnover resulted in 
irregular exemption of tax of Rs. 35.21 lakh50

. 

After this was ·pointed out (January 2007), the AA reassessed (March 2008) the 
dealer and withdrew the benefit of exemption and reassesse<;l sales tax on turnover 
of Rs. 1.43 crbre51 and raised the demand of Rs. 32.88 lakh52

. The reasons for 
short levy of interest of Rs. 2.33 lakh against the dealer h~s been taken up with 
the department. The dealer has filed an appeal before the r>eputy Commissioner 
Commercial Tax appeals against the reassessment order.· A report on further 
.development has not been received (August 2008). 

The matter was referred to the Government in July 2008-; th~ir reply has not been 
received (September 2008). 

Failure of the AA Commerciial Tax Circle 'E' Srinagar t,o determine correct 
taxable turnover of a deaieJr and apply corr~ct !'~t~s -of.~tax on~th~, s_~les 111~de 
to Government departments Jresulted in short levy of :fax and interest· of 
RS. 1.26 croire and loss of Rs. 86.42 lakh due to time bariri_ng. - · 

The Jammu and Kashmir General Sales Tax Act, (J&KGST Act) 1962 and the 
-rules made thereunder, provide that the dealer shall furnish a'.correct and complete 
return of the turnover alongwith the copies of manufacturing account, trading 

_- account, profit and loss £1.Ccount and balance sheet, if any,: to the AA. The AA 
after verifying ·its correctness shall assess the amount of tax due from the dealel·. 
Further, the Act also provides that no assessment or· re-assessment proceedings 
for charging the ~scape.ct turnover of any year to tax shall be made after the expiry 

-- of eight year~Jr6m the end of the year to which it relates or one year from the end 
of the.year in which the notice is served whicheveris later. 

46 

47 

48 

49 

50 

51 

52 

2003-04: Rs. 67.70 lakh, 2004-05: Rs. 67.73 Iakh. 
__ 2003-04: Rs. 8.53 lakh, 2004-05: Rs. 8.53 Iakh. 
20~04: E_s. 66.69 lakh,__2004~05: Rs. 63.28 lakh._ 
2003-04: Rs. 65.64 lakh, 2004-05: Rs. 57.87 lakh. -
2003-04 (tax: Rs. 8.68 lakh, interest: Rs. 9.85 fakh), 2004-05 (tax: Rs. 9.28 Iakh, interest: Rs. 7.40 
-Iakh). 
2003-04: Rs. 68.S6 Iakh, 2004-05: Rs. 73.64 Iakh. 
2003-04 (tax: Rs. 8:68 lakh, interest: Rs. 8.24 lakh), 2004-05 (tax: Rs. 9.28 Iakh; interest: Rs. 6.68. 

,./ - . 
lakh). - _ . _ · _ · 
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Audit scrutiny ·(April;2007) of the records in Commercial Tax circle. 'E' Srinagar•· 
revealed that a dealer dealing in sale of timber had reflected the taxable sales of 
Rs. 313 .64 crore53 in his trading account during the years J 997.,98 to 2001-02~ 
The AA while finalising the assessinerit in May 2003 determined th.e taxable sales 
of the dealer as Rs. 307:6lcrore54

. Underassessment of taxable sales of Rs. 6.03 
crore was due to inadmissible .discount allowed to the dealer during these years·. 
Further· during the accounting. years 1999-2000 to 2001-02 the dealer collected 
tax at the rate of 6.3 per' ~ent on sales of Rs; 8.24 lakh ma.de to Government 
departments but in the assessment orders the tax was charged at the rate of 
4.2 per cent. Underassessinent of sales and application of incorrect rat~s of tax 
resulted in short levy of tax and interest aggregating Rs. 2. 13 crore55 out of which 

.. Rs. 86.42 lakh pertaining to the accounting years l 997-98and 1998-99 turned out 
to be non-recoverable due to bar of limitation for initiating the assessment 
proceedings on the escaped turnover of these years.· · · 

I 

After the case was pointed out in April 2007 the AA stated (October 2007) that 
the ·proceedings to raise the additional demand of Rs. 86.42 lakh 6ri the escaped 
sales of Rs. 2.71 crore during 1997:-98 and 1998-99 could not be initiated due to 
bar of liIT1itation and added that no recovery was possible. The AA reassessed the 
dealer for the. years 1999-2000 to 2001-02 and raised (October 2007) an 
additional demand of Rs.: (30 crore56 (tax: R~. 42.02 lakh; interest: Rs. 87.99 
fakh) against the dealer on concealed sales of Rs. 3.32 crore as well as sales of 
Rs. T08 lakh made to Government departments, out of which principal amount of 
Rs. 42.02 lakh had been remitted (November 2007) .. 

. Thus, failure bf the' AA' Commercial Tax ci~cle 'E' Srinagar to disallow the 
discount claimed by a dealer and determine his correct taxable turnover as well as 
to apply correct rates of rax on the sales made to the Government dep~rtments 
resulted in short levy of t~x and interest of Rs; 1.26 crore57 and loss of Rs. 86.42 
lakh due to time barring. 1 

. 

The matter was referr~d to Government/department in March 2008; the 
Commissioner Commerci~l taxes accepted (May 2008) that no action could be 
takeri for accounting year~ 1997-98 and 1998-99; however, againstth~ liability of . 
Rs. (30 crore raised agair:u~t the dealer, Rs. 42.02 lakh have.been deposited by the 
dealer. · · · · . · . 

53 .. 

54 

55 

56 

57 

1997-98: Rs. 47.75 cro~e; 1998-99: Rs. 58.79 cr~re; 1999-2000: Rs. 58.14 crore; 
2000-01: Rs. 71.25 ctore (excluding sales turnover of Rs. I 0.60 crore due to totaling mistake, 
admitted by AA); 2001-02: Rs. 77.71 crore · · . 
1997-98: Rs. 46.34 cror~; 1998~99: Rs. 57.49 crore; 1999-2000: Rs. 56.89 crore; 
2000-01: Rs. 70.15 cror~; 2001-02: Rs. 76.74 crore . 
1997-98: Rs. 46.98 lakh; 1998-99: Rs. 39.44 lakh; 1999-2000: Rs. 52;63 lakh; 
2000-0 I: Rs. 41.35 lakh; 2001-02: Rs. 32.34 lakh 
1999~2000:. Rs. 53.97 lafh; 2000-0 I: Rs.42.60 lakh; 2001-02: Rs. 33.45 lakh 
1999-2000: Rs. 52.63 lakh; 2000-01: Rs. 41.35 lakh; 2001-02: Rs. 32.34 lakh ·· 
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6.6 Short levy of tax and interest due to incorrect application of rates 

Failure of the Assessing Authority (AA) Commercial Tax Circle 'E' Srinagar 
to apply the correct rates of tax on sales made by a dealer to a corporation, 
resulted in short levy of tax and interest aggregating Rs. 1.83 crore. 

The Central Sales Tax Act, 1956 provides that the tax payable by a dealer on his 
turnover in so far as the turnover or part thereof related to the sale of goods in the 
course of interstate trade or commerce not made to the Government shall be 
calculated at the rate of I 0 per cent or at the rates applicable to the sale or 
purchase of such goods inside the appropriate state whichever is higher. 

Audit scrutiny (March 2007) of the records of the Sales Tax Circle E Srinagar 
revealed that a dealer in the business of assembling telephone apparatus, charged 
sales tax at th~ rate of four per cent on the sales of Rs. 8.85 crore, made to Bharat 
Sanchar Nigam Limited (BSNL), a Government corporation58 during the year 
2001-02 on production of form D. Concessional rate of tax on these sales was not 
admissible, as the e were not made to a Government department and the form D 
in their support were issued by BSNL59

. The AA while assessing the dealer to tax 
in March 2006 failed to detect the mistake levied tax at the rate of four per cent 
instead of 12 Jer cent resulting in short levy of tax and interest aggregating 
Rs. 1.83 crore . 

After the case was pointed out in March 2007, the AA raised (April 2007) a 
demand of Rs. l .83 crore61 against the dealer. 

Thus, the failure of the AA Commercial tax circle E Srinagar to apply the correct 
rates of tax on sales made by a dealer to a corporation, resulted in short levy of 
tax and interest aggregating Rs. 1.83 crore. 

The matter was referred to Government/Department in ·February 2008, the 
Commissioner Commercial Taxes stated (April 2008) that the case has been 
referred to Deputy Commiss ioner (Recovery) for effecting recovery . 

6.7 Short levy of tax, interest and penalty 

Failure of the assessing authority to take cognizance of the certificate issued 
by the Excise Department and determine the correct taxable turnover of a 
dealer resulted in short levy of tax, interest and penalty aggregating Rs. 7.71 
lakh. 

The J&K GST Act, and rules made thereunder provide that every dealer shall 
submit a true and correct return of his turnover in such a manner as may be 
prescribed under the Act. The AA after verifying its correctness shall assess the 
amount of tax due from the dealer. Further, if a dealer fails to furni sh a correct 
return of turnover or has concealed particulars of his turnover, the AA shall d irect 

58 

59 

(\() 

6 1 

Establ ished on I September 2000. 
Concessional rate of tax was admis ible only if such sales were covered by a certi ficate in form D 
issued by the Government depanment to whom the goods were sold. 
Tax: Rs. 70.76 lakh: Interest : Rs. 112.16 lakh. 
Tax: Rs. 70.76 lakh: Interest: Rs. 112.16 lakh. 
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that dealer to pay in addition to tax and interest payable by him, 'an amount by 
way of penalty not less th~n the amount oftax evaded but not exceeding twice the 

. . . I . , . . ·, . . 
a:mountoftax. · • .. : ·. ·. ··. .· · · · 

. , I • • • 

Test check ·of the records of AA, Commercial Tax circle 'H' Jammu in August 
· 2006 revealed that an IMFL62 dealer disclosed taxable turnover of Rs; 27.58 lakh 

during the year 1999-2000. The AA while finalising the assessment in December 
2003 reject~d the ~return and enhancedthe taxable turnover to Rs. 31.05 fakh and 
completed the assessment accordingly. Being aggrieved; the dealer filed ari,appeal 
before the appellate authority which directed (February _2005) the AA for de,·novo 
assessment.' The AA acbordihgly reassessed the dealer in, May 2005 and 
determined the taxable turnover as. Rs. 27.58 lakh. ·A fl!ither verification. of 
records, however, revealed that as per the certificate issued by the Excise 
Department, the dealer h~ci sold 1.10 lakh bottles of IMFL and Beer during th~ 
year and the taxable turnover af the minimum salerates prescribed by the Excise 
Commissioner amounted 'to Rs. 33.24 lakh. Thus, failure of the AA tb take 

· cognizance of _the certifidate issued by the Excise. :departme~t resulted in short 
levy of tax, interest and1 penalty aggregating Rs. 7.71 lakh63 on the escaped 
turnover of Rs. 5.66 lakh. 

1 

After the case was pointed out, the AA reassessed the dealer in- January 2008 and 
. raised ap additional demai:id of Rs. 7 .13 lakh against the dealer. : 

' . 

The matter was referred to the Government/department in Apr~I 2008 ·and in reply· 
it was stated (June 2008) that the recovery certificates have been issued and·. 
forwarded to ·the Deputy Commissioner ·Commercial Taxes (Recovery) for 
effecting recovery under the provisions of Land Revenue Act. ·. . . 

Failure of the asse~sirig authority to cross-che.ck the purchases disdosedl by a 
. . . .. I ' . . .. . " 

dealer in t~e purchase; statement and trading account with his C form 
consumption account t~sulted in short Hevy of tax, interest arid.' penalty 
aggregating Rs.S.73 Iakh... · 

The J&K GST A.ct andtules made thereunder provide that every dealer shall 
submit a true .and correct return of his turnover in such a mann:er as may . be 
prescribed under the Act;Further, if a person (dealer) who has without any catise 
failed to furnish correct n~turn of turnover or has concealed any particulars of his 
turnover, the assessing au~hority (AA) shall direct that person to pay i,n.. addition to 
tax and interest payable by him, an amount by way of penalty notless than the 
amount of tax evaded but not exceeding twice the amount of tax~ 

Audit scrutiny of the recbrds of Commercial Tax circle-I, Udhampur in January 
2007 revealed thatpurchases.of Rs.17.23 lakh64 made as per form C consumption 
account by a dealer dealing in sale of .. automobile spares, hardware, ·. 
electric/electronic goods; : sanitary andpipe fittings, execution of works etc. had . ~ . ~ . . 

62 

63 

64 

I 

Indian made foreign liquor · · 
Tax: Rs. J.78 lakh, Interest: Rs. 4.15 lakh, Penalty: Rs. 1.78 lakh. 
2001-02: Rs. 7.061~kh, 2002-03: Rs. 10.17 lakh. 

163 
\ 



Audit Report for the year ended 31 March 2008 
E· ""rii 1' i+Wiii•rlA 41 W !!?~ !Si!fii*@~. € .~§f!'SW Etn-• •fi+A 1 f,+.,J1§§ d?#f!\!!5<¢.t •. YE'!!ri ¥ opt,+*· -

not been accounted for by the de_aler in his purchase statement and trading 
account during 2001-02 and 2002-03. The AA, while finalising the assessment of 
the dealer for these two years in October 2005 and May 2006, failed to detect the · 
mistake which resulted in concealment of turnover of Rs. 19.76 lakh65 and short 
levy of tax, interest and penalty aggregating Rs. 5.73 lakh66

. 

After the case was pointed out, the AA reassessed the dealer in February/March 
2007 arid raised an additional demand of Rs. 5.73 lakh67 against the dealer. · 

The. case was· reported to the GovernmenUdepartmeJ"lt in June 2008 and the 
· Commissioner, Commercial Taxes stated (June 2008) that: the AA had referred 

the arrears to. the Collector for affecting the recovery under Land Revenue Act. 
Besides, the dealer had preferred an appeal against the o"rder of AA which is 
pending before the Appellate Authority. ·· 

. . 

[6i~1£~iTh!l[~~~W!rt~tt!!w~l!tQ'f~~lfi~in~r~:1~1r?t1~~m}filferw1~t(~;~~~~~~1~~~~~~fi£~1J~ 
Non-Jevy of surcharge to the Gondola Calble Car P.roject, Gulmarg by the 
Power Development Department resulted in non-recovery of Rs. 8~60 lakh. 

For efficient transmission· and utilisation of energy,. power factor (PF) is required 
to be brought close to l (unity) by' installation of capacitors in the system which 
can reduce the reactive power demand of inductive loads like induction motors, 
etc. from the system. To achieve this, the State Government had directed 
(February 1999) energy consumer~.-"ith aggregate power :load of 10-HP/KVA 
and above to· insfal suitable capacitors to rais.e the PF ;to 0.85 level. Such 
consumers who did not instal the requisite capacitors were liable to pay surcharge 
at 10 per cent on the assessed amount, till the capacitors of requisite capacity 
were installed by them . 

. Scrutiny of the records of the Executive Engineer (EE); '.EM & RE Division 
Sumbal, Sonwari in December 2007 revealed that though the Gandola Cable Car 
Project, Gulmarg had a· load of 327.13 KW between April 1998 and March 2005 
ahd 427.13 KW from April 2005 onwards, yet it did not instal the capacitors to. 
bring the PF factor to the desired level. The Company was, therefore, liable to pay 
surcharge at 10 per cent of the assessed energy charges of Rs. 86 lakh for the 
period April 1999 to March 2007. It was, however, seen that the EE had failed to 
raise the demand of Rs. 8.60' lakh as ~urcharge on the assessed energy charges, on 
the Company. · · · 

. ' 

Non~levy of the surcharge, thus, resulted in non-realisation of revenue of Rs. 8.60 
.Iakh. 

After the case was pointed out, the. Assistant Executive Engineer Electric 
Sub-Division Timgmarg .while regretting the error stated (December 2007) that 

65 

66 

67 

2001-02: Rs. 8.55 lakh; 2002-03: Rs. I L21 lakh. 
Tax: Rs. 1.61 lakh; Interest: Rs. 2.50 lakh; Penalty: Rs. 1.61 lakh. 
2001-02: Rs. 2.70 lakh; 2002-03: Rs. 3.03 lakh. 
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the matter would be taken up with the concerned authorities. A report on further 
developmenfhas not been received (September 2008). · 

The matter was reported to the Government in September 2008; their reply has 
not been received. ' · 

Lack of co;.ordination between the two cllepartments led fo non-recovery of 
Rs. 46.97 lakh. Beside~ the vehicle owners of six velhicles against whiich 
Rs. 2.18 lakh were outstanding as of March 2008 m,a~aged to gett theiir 
do~uments renewed without.obtaining no objection certificate. 

As per the provisions of 1the Passenger Tax Act, every passenger vehicle plying 
within J&K State i~ required to deposit passenger tax at the rates notified by the 
Govemmerit from time to time. Information made available. by the Commercial 

. I . ·. . . 

Tax Officer, Passenger Tax Circle Srinagar revealed that an amount' aggregating 
Rs. 69.94 lakh on account of passenger tax w?s outstanding against 100 vehicles 
upto March 2006. Cross 'verification of the details so collected with those· of the 
RTO Srinagar, revealed ~hat permits had been renewed in respect of 64 vehicles 

. against whom passenger tax of Rs. 46.97 lakh for the period from· April 1988 to · 
·March 2006 was outstanding. No objection certificates (NOC) for issuance of 
permits had not been called for from the Commercial Taxes Department (CTD), 

· in case of these vehicles ~t the time of renewal, whkh Jed to nofl'-recovery of the 
tax. Lack of co-ordinati<;ni between the two departments led to Rs. 46.97 lakh 
remaining un-recovered. 

1 

Audit scrutiny of records of the Commercial Taxes Officer (CTO), Passenger 
Taxes Circle, Jammu rev~aled that Rs. 5,25 crore68 was outstandi11g on account of 
passenger tax against the vehicle owners as of March 2008. It was seen that 
consequent tipon seizure of documents (registratiOn certificates/route 
permit/fitness certificates) of defaulting vehicles in regular checks, the CTO had 
rererred a list of 282 su~h vehicles to RTO Jammµ for ensuring production of . 
NOC by the vehicle ow~ers at the time for issue of duplicate/renewal of seized 
documents. Cross check bf documents in RTO Jammu, however, revealed that six 
vehicles against whic:h passenger tax of Rs. 2.18 lak.h was outstanding ending 31 
March 2008 managed to get the duplicate documents issued/renewed without 
production of NOC, with consequent loss of rev~nue to the Government. 

68. j . . 

2003-04: Rs. 282.71 lakh, 2004-05: Rs 351.77 lakh, 2005-06:Rs 413;50 lakh, 2006-07: Rs 467.97 
. lakh, 2007-08: Rs. 524~86 lakh 
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Joint Transport Commissioner J&K stated (July 2008):. that the registering 
authorities would be directed to seek clearance from the CTO at.the time of issue ·· 
of duplicate/renewal of permits. 

The matter was reported to the Government in September 2008; their reply has 
not been received. 
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7.1 As on 31 'Marchi008, there were 20Govetnment comp~nies (17 working and 
three1 non-working2 companies} and three Statutory corporations {all working) 
tinder the control of the State Government. The position had remained unchanged 
since 31 Mar~h2007. :. i .· . i-

The accounts .of the G~verhment companies (as defined in Section 617 of 
Companies Act, 1956) ·~re audited· by Statutory Auditors appointed . by ·.the 
Comptroller and Auditor General . of India (CAG) as per the provisions of 
Section 619 (2) ~f the,Companies Act, 1956. These accounts are also subject to 
supplementary audifby: ~he CAG as perthe provisions of Section 619 of the 
Companies Act, 1956: The audit arrangements of the three Statutory corporations 
are as shown below: : . 

. TallJI~.,J.:1 
.• 

SI. 
Name of the corpor~tion 

Authority for audit by the Allldit arrangements · 
No CAG 

1. 
Jammu and Kashmir State Section 19 (3) of the CAG's 

Sole audit by the CAG 
Fore~t Corporation. (DPC) Act, 1971 

: Section 33 (2) of the Road ' 
Jammu and Kashmir State 

Sole audit by the CAG 2. 
Road Transport Corporation 

Transport. Corporations Act, 

I 1950 

Janimu and Kashmir State 
Section 37 (6) of the State 

-Audit by Chartered 
Accountants ·and 

3. 
Financial Corporation 

I Financial Corporations Act, 
Supplementary audit by the 

! 1951 
.CAG 

· WmE!dlfJijfiJmf~lif!lf~~lKgs!1iJliri:ii1i~~~-J!lf~~!•J 
. I 

Investment in working PSUs 

7.1.1 The total investmept in the working PSUs at the end of Match 2007 and 
March 2008 was as.follows: 

Table7.2. 
.. (A mount: R uoees m crore) 

Year· Number of PSUs lllllvestment by way of 

i Equity Loan ·total 
2006-07 20 398.58 4022.30 4420.88 
2007-08 ... 20; 400;28 4360.75 4761.03 

. . I . . .. 

Sector-wise Investment in Government companies :and Statutory corp/Jrations 

7.1.2 The investment (equity and long-term loans) in various sectors and 
percentage thereof at the: end of March 2007 and March 2008 are indicated in the 
pie charts below: 

Himalayan Wool Combers Limited, Jammu and Kashmir State Handloom Handicrafts .. Raw Material 
Supplies Organisation Limited (a sub.sidiary of Himalayan Wool Combers Limited) and Tawi Scooters 
Limited. . · I · · · . · · . 
Non-working company is cirie which is under the process of liquidation/merger, etc . 
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2311 44 (48 55) 

• Agriculture 
OCement 

• Anance 
• Handloom arid Handicrafts 

• Mining 
0 Tourism 

2162.25 (48.90) 

ii Agriculture 
O Cement 
ii Finance 

lnvHtment aa on 31 March 2008 (Rs. 4761.03 crore) 

(Amount Rupees In crore) 

(Figures In brackets Indicate the p&rcentages of Investment) 

• ConslNCtlon 

358.31 (7 .53) 

OOevelopment of Economk:ally Weaker Sections 
El Forest 
O lndustry 

Ii Power 
&ITrensport 

Investment es on 31 March 2007 (Rs. 4420.88 crore) 
(Amount. Rupees In crore) 

(Figures In brackets Indicate the percentages of Investment) 

50.07 (1 .13) 

3.58 (0.08) 790.26 (17.88~ 25 (1 91) 
52.90 (1 .20) . . 

ii Construction 
ODevelopment of Economically Weaker Sections 
[]Forest 

II Hand loom and Handicrafts 
• Mining 

Olndustry 
ii Power 

0 Tour1sm FJTransport 
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Working Government companies 
I 

7.1.3 Total jnvestment inf the working Government co~panies as on 31 March 
2007 and March 2008 ·wasi as follows .. 

. I ., 
Table 7.3 

As on 31 March 2008, the total investment in working Government companies 
·comprised 5.37 per cent bquity capital and 94.63 per cent loan as compared to 
5.80 per cent and 94.20 p~r cent respectively as on 31 March 2007. 

The summarised stateme~t of Govermnent investments in working Government 
companies in the form of ~quity and loan is detailed in the Appendix-7 .1. 

Working Statutory corpotations 
• • • I 

• - I . . 

7.1.4 The total investment in the three working Statutory corporations at the end 
of ·March 2007 and Matclt 2008 was as follows: . . . · --

. ! Table 7.4 

1. Jammu and Kashmir/ State Road Transport 105.83' , .332.20. 105.83 . 334.34 
. Corporation 

" 

i 
2. Jammu ·and . Kashfnir State Financial 64.60 56.99 64.60. 56.39 

Qlrporaiion i 
3. Jammu and Kashmir S~ate Forest Corporation · 9.03 75.22 9.03 81.30 

Total i 179.46 . 464.41 179.46 472.03 
! 

As on 31 March 2008, the. total investment in Statutory· corporations comprised 
. 27 .55 per cent of equity capital and .72.45 per. cent of loans as compared to 
27.87 per cent and 72.13per cent resp·ectively ai; on 31. March 2007. 

. ' . . ! ' ' . .. . 

The summarised statement ofthe Governrrient'investments in working Statutory 
corporations in the form ?f equity and loan is d~tailed in Appendix_-7 .1. · 

. Budgetary outgo, grants/, subsidies and guarante(!s issued 
·. . . • I . . . . 
7.1.5 The details regarding budgetary outgo, ·grants/subsidies, guarantees issued,. 
waiver of dues and con~ersion of loans into· equity by the State Government in · 

. . I . . . 

respect of the . working ,Government_fompanies arid Statutory corporations· are 
given in Appendices-7. l and 7 .3. 

·The budgetary outgo (in ~he forin of equity capital and ioaris) and grants/~ubsidies 
from the State Governmbnt to the Working cofupanies/Statutory corporations for· .. 
the last three years up to :2007-08 are given in the' following table: · 

. ! 

I 
I 
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. Talble 1:s 

Equity Capital froni .4 7.55 ·4 2.50 •. 2 1.20 
Budget· 

Loans given from . 5 ll.3.08 1 21.84 8 18.79 1 .· 17.28 8 25.81 16.94 
budget 

Grants towards 7 217.68 8 186.70 4 10.92 
Projects, Progrmnmes/ . 
Schemes 

Subsidy 2 0.45 2 o;8s 2 1.26 

Total outgo3 12 238.76 1 21.84 12 208.84 1 17.28 9 39.19 1 16.94 

.During the year 2007-08, the Government guaranteed loans ·aggregating 
Rs. 2.40.66 crcire raised by Jammu and Kashmir State Power Development 
Corporation -Limited (Rs. 206.56 crore), Jammu and Kashmir State Horticultural 
Produce Marketing and Processing Corporation Limited (Rs, 30:30 crore), Jammu 
and Kashmir State Scheduled Castes, Scheduled Tribes and Other Ba~kward 
Classes Corporation Limited (Rs. 2 crore) and Jammu and Kashmir State 
Handloom Development Corporation Limited (Rs. 1.80 crore). At the end of the 
year, guarantees aggregating Rs. 2,429.77 crore against five working Government 
companies (Rs. 2,373.27 crore) and one working Statutory corporation 
(Rs. 56.50 crore) were outstanding .. 

. Finalisation of accounts by working PS Us 

7 .1.6 The accounts of the Government companies for. each financial year are 
required to be finalised within six months from the end of the relevant financial 
year under Sections 166, 210, 230, 619 and 619-B of the Companies Act, 1956 
read with Section 19 of the Comptroller and Auditor General's (Duties, Powers 
and Conditions of Service) Act, 1971. These are required to be laid before the 
Legislature within nine months from. the end of the relevant finan~idi year. 
Similarly, in case of Statutory corporations, their accounts are finaWfed, audited 
and presented to the Legislature' as per the proyisions of their respective Acts: 
However, as could be noticed from Appendix:-7 .2, out of 17 working Government 
companies and three Statutory corporations, only one working Government 
company (Jammu and Kashmir Bank Limited) had finalised its accounts for the 
year 2007-08 within the stipulated period. During the period from October 2007 
to September 2008, seven other working Government companies finalised seven 
accounts for previous years. · · · 

Actual number of companies/corporations, which received equity/loan/grant/subsidy from the State 
Government during the year. · 
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4. 

5. 

6. 

7. 

8. 

9. 

IO. 

Total: 
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The accounts of 16 working Government companies and· three Statutory 
corporations4 were in arrbars for periods rariging from 3 to 19 years as on 
30 September 2008 as sho~n in the following table: 

. ' 

Number of working 

Government ,Statutory 
companies corporations 

2 

2 

2 

2 1 

2 

2 

2 

2 

16 3· 

Table 7.6 

Years for which 
1 accountS are in 

arrears 

1:989-90 to 2007-08 

1990-91 to 2007-08 

fo92_93 to 2007-08 

1993-94 tci 2007-08 

1995-96 to 2007-08 

1996-97 to 2007-08 

l997-98 to 2007~08 

2000-01 to 2007-08 

2.001-02 to 2007-08 

2005-06 to 2007-08 

Number of-
accounts for 

which 
accounts are 

in arrears 

19 

18 

16 

15 

13 

12 

11 

8 

7 

3 

Reference to serial number of 
Appendix 1.2 

A-4 

A-9 

A-1, A-14 

A-12, A-15 

A-11, A-13 B-20 

A-6, A-7 

A-5, A-10 

A-3, A-16 

B-18, B-19 

The State Government had invested Rs. 735.96 crore (Equity: Rs. 49.59 crore, 
loans: Rs. 214.75 crore and grants/subsidy: Rs. 471.62 crore) in 15 working PSUs 
during the years for which accounts have ·not been finalized as detailed' in 
Appendix-7.4. In the absynce of finalization of accounts and their subsequent 
audit, it cannot be ensured, whether the investments and expenditure incurred have 
been properly accounted for and the purpose for which the amount was invested 
has been achieved or not and thus Government's investment in such PSUs remain 
outside the scrutiny of the State Legislature. Further, delay ·in finalization of 
accounts may also result in risk of fraud and leakage of public money apart from 
violation of the provisions of the Companies Act, 1956. 

I 

The administrative departments have the responsibility to oversee the activities of 
these entities and to ens~re that the accounts are finalised and adopted by the 
PSUs within the prescribed period. Though· the concerned administrative 
departments of the Government were apprised quarterly by the Accountant 
General regarding arrears! in the finalisation of accounts, adequate measures had 
not been taken by the Government and, as a result, the net worth of these PSUs 
could not be assessed in Audit. 

Financial position and working results ofwor_king PSUs 

7.1.7 The ~ummarised financial results of working PSUs (Government companies 
and Statutory corporations), as per their latest .finalised accounts, are given in 

4 
: I , 

Audit of Jammu and Kashmfr Forest Corporation (Incorporated in 1978-79) was entrusted to the CAG 
from 1996-97. No accounts \\;'ere submitted by the Corporation for audit. · · 
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Appendix-7.2. Besides, statements showing the fi nancial pos1t1on and working 
results of individuaJ working Statutory corporations for the latest three years for 
wh ich thei r accounts were fi nali sed are given in Appendices-7 .5 and 7.6, 
respectively. 

Accord ing to the latest fi nalised accounts of 17 working Government companies 
and three Statutory corporations, 10 companies5 and one Statutory corporation 
(Jammu and Kashmi r State Road Transport Corporation) had incurred aggregate 
losses of Rs. 109.54 crore and Rs. 54.67 crore respectively. Six companies6 and 
one statutory corporation (Jammu and Kashmi r State Financial Corporation) had 
earned aggregate profit of Rs. 362.21 crore and Rs. 4.64 crore respecti vely. One 
company (Jammu and Kashmir State Cable Car Corporation Limited) had not 
prepared the profit and loss account while one Statutory corporation (Jammu and 
Kashmir State Forest Corporation) had not submitted its accounts since 1996-97, 
when its audit was entrusted to CAG. 

Working Government companies 

Profit earning Government companies and dividend 

7.1.8 Out of 17 working companies, only one company (Jammu and Kashmir 
Bank Limited) had finalised its accounts for 2007-08 by 'September 2008 and 
earned profit of Rs. 360 crore for the year and had declared dividend of Rs. 29.64 
crore. The dividend, as a percentage of the share capital of Rs. 48.48 crore of the 
Company, worked out to 61 . l 4 per cent. 

The totaJ return by way of above di vidend of Rs. 29.64 crore worked out to 
16.3 1 per cent in 2007-08 on total equity investment of Rs. 181.68 crore by the 
State Government in all 17 Government companies as against 30.89 per cent in 
the previous year. 

Similarly, out of 15 other7 working Government companies, which fi nalised their 
accounts for previous years by September 2008, five companies earned an 
aggregate profit of Rs. 2.2 1 crore and only three compan ies earned profit for two 
or more successive years. 

Loss incurring working Government Companies 

7.1.9 Of the 10 loss-incurring working Government companies, e ight8 had 
accumulated losses aggregating Rs. 463.84 crore, which exceeded their aggregate 
paid-up capital of Rs. 63. 14 crore. Despite their poor performa11ce and complete 
erosion of paid-up capital, the State Government continued to provide financial 
support to these companies in the form of contribution .towards equity , further . 
grant of loans, subsidy, grants, etc. According to the available information, the 
total fi nancial support so provided by the State Government during 2007-08 to 

6 
S. No. 2, 3, 5, 6,7, 8,11,12, 14 and 16 of Appendi.x-7. 2. 
S. No. l ,4,9,10,13 and 17 of Appendix-7.2. 
Excluding one company (viz. Jammu and Kashmir State Cable Car Corporation Limited), which has not 
prepared the Profi t and Loss Account since inception. 
S . No 2, 3, 5, 6,7, 8, 12 and 16 of Appendix-7.2. 
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six9 of these eight companies amounted to Rs. 35.17 crore. 

Profit earning working, Statutory corporations 

7.1.10 None of the thre~10 working Statutory corporations had finalised the 
accounts for 2007-08 by: September 2008. Out of two Statutory corporations, 
which finalised their ac90Unts for previous years by September 2008, orie 
corporation (Jammu and· Kashmir State Financial Corporation) earned profit of 
Rs. 4.64 crore. Though the Corporation had earned the profit, it had accumulated 
loss of Rs. 192.50 ctoi-e which exceeded its paid up capital of Rs. 64.60 crore. 

Loss incurring working Statuto_ry corporation · · 
• • I . 

7.1.11 The only loss-incurring corporation (viz. Jammu and Kashmir State Road 
Transportation Corporatioh), which had finalised its accounts for previous year by 
September 2007, had iric'urred a loss of Rs~ 54.67 crore. The corporation had 
accumulated loss of Rs. 1598.92 crore, which exceeded its paid tip capital of 
Rs.109.51 crore. Despite

1 
poor performance and complete erosion of paid up 

capital, the State. Government continued to provide financial support to the 
corporation in the form of further grant or loans. According to the available 
information, the total financial support so provided by the State Government by 
way of loans . during 2007-08 to J ammu and Kashmir State Road Transport · 
Corporation was Rs. 16.94 crore. · 

Operational performance. of working Statutory corporations 

7.1.12 The operational performance of working· Statutory corp01ations is given in 
Appendix-7.7. 

Return on Capital Employed 

7.1.13 As per the latest finalised accounts (up to September 2008), the capital 
employed11

- worked out to Rs; 21,387.38 crore in 17 working companies and 
return 12 thereon amount~d to Rs. 1,899.52 ctore which is 8.88 per cent, as 
compared to return of R~. 1,372.48 _crore (7,21 per cent) in the preyious year 
(accounts finalised up fo.:September 2007). Similarly, the capital employed and 

· return thereon, in case of working Statutory c::orporations as per the latest finalised 
accounts (up . to September 2008), worked out to Rs. 42.14 crore and 
(-)Rs. 2.94 crore respectively. The details of capital employed and return thereon 
in case of working Government companies and Statutory corporations are given 
inAppendix-7.2. · ·· 

9 

10 

• I 

Serial No. 2, 5, 6, 7, 8 and 12'of Appendix-7.2. 
Including one corporation (Ja~mu and Kashmir State Forest Corporation) which was incorporated fo 
1978-79 and its audit was entrusted to the CAG with effect from 1996-97. However, no accounts of the 

· corporation were received for1 the years from 1996-97 and onwards. 
11 Capital employed represents net fixed assets (including capital work-in-progress) plus working capital 

except in finance companies <fnd corporations where it represents the mean of the aggregate of opening 
and Closing balances ofpaid~up capital, free reserves, bonds, deposits arid borrowings (including 
refinance). 

12 For calculating total return ori capital employed, interest on borrowed funds has been added to the net 
profit/subtracted from the loss as disclosed in the profit and loss account. 
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Investment in non-working PSUs 

7.1.14 As on 31 March 2008, the total investmentin thtee non~working PSUs 
(all Government companies) was Rs. 3.40 crore (equity: R~ .. 2.57 crore; long-term 
foans: Rs: 0.83 crore ). The position remained unchanged :since 31 March 2007. 
One company (Tawi Scooters Limited) was under the protess of liquidation with 
the J ammu and Kashniir State. Industrial Development Corporation Limited. since 

J 990. The process had ·not been completed as of September 2008 .. Expeditious 
action for liquidation of the 'company is necessary' to avoid further non-productive 
expenditure. The other two companies viz. Himalayan Wool Comber~ Limited 
and Jammu and Kashmir State Haridloom Handicrafts Raw Material Supplies 
Organisation Limited (a subsidiary of Himalayan Wool Combers Limited) ,were 
in. the process of befog wound up (September 2008), The! summarised financial 
results .of these companies, as per their latest finalised accounts are given in 
Appendix-7.2. · 

7.1.15 The following table' indicates the status of placemeP,t of various Separate 
·Audit Reports (SARs) in the State Legislature on the ~ccounts of Statutory 
corporations as issued by•the CAG. 

Table 7.7 

I. Jamrim and Kashmir State 2003-04 2004co5 30 Augyst 2006 Information 
Road Transport · awaited 
Co oration 

2. Jammu and Kashmir State 2003-04 2004-05 4 June 2007 Information 
Financial Co oration awaited 

· ttJSliL~1t~!i1tuJ1~m~9mimL~n1l1'111-a.1!lm~1t11~ttrn1~m.1!fi!~11~ii~r~~ · 
7.1.16 During the period from October 2007 to September)008, the accounts of 
seven Government companies and the aforementioned two Statutory corporations 
were· selected for audit.· The net impact of the important atidit observations as a 
result of the audit was as follows: . · · . 

Table 7.8 
' ' 

Details· 
Number of Accounts : (Rupees in lakh) 

./·" Company Corporations Com'panies Corporations ,.< 

Jncrease in Loss 1 - 1,111.00 -
' 

.1,~1~17 Some of the major errors .and omissions noticed in '.the course of audit of 
annual accounts of some of the above companies and corp~rations are mentioned · 
below: 
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Errors and omissions noticed during Audit of Government companies 

Jammu and Kashmi~ State Power Development Corporation Limited 
~~m . 
7.1.18 The Company received plan grants of Rs. 476.95 crore from State 
Government during July :2000. The amount included Rs. 98.70 crore as short term 
loan for Baghliar Hydeii Project, which was repayable· in lump immediately on 
receipt of Bond-II or additional bridge loan from the J&K Bank and carried 
interest at 15 per cent per anrium. Instead of depicting the 19an amount in the 
accounts under 'Unsecured Loan' in terms of Companies Act, 1956, it was shown 
under 'Reserves and Surplus', resulting in overstatement of 'Reserves and 
Surplus' and understaterhent of Unsecured Loans to the extent of Rs. 98.70 crore. 
Besides, no provision for payment of interest of Rs. 11.11 crore (accrued on the 
amount for 9 months from July 2000 to March 2001) had been made in the 
accounts, which resulted in understatement of loss to that extent. 

7.1.19 ,The State Government released Rs. 19.24 crore to the Company between 
I 

April 2000 and March 2001 to meet the expenditure on account of payment of 
salaries to the staff. In terms of Accounting Standards (AS-12), the amount should 

I . 

have been shown in the laccounts separately under "Other Income" or depicted in 
reduction of the expenditure under "Salaries & Wages". Instead, the amount was 
wrongiy classified undef "Reserves & Surplus". 

J&K Scheduled Caste, Scheduled Tribe and Other Backward Classes 
Development Corporatfon Limited (1995-96) 

7.1.20 The paid up-capital of Rs. 7.91 crore of the Company included 
Rs. 1.65 crore, which rypresented increase in the share capital during 1995-96. 
The enhanced share capital of the Company was subject to allotment of further 
shares in accordance with the provisions of Section-81 of the Companies Act, 
1956. The shares had, however,. not been allotted and the fact was not disclosed in 
the Accounts. The amount also included Rs. 4.35 crore for which no shares were 
allotted between April 1993 and March 1996. This fact was also not disclosed by 
way of notes to the Accounts. 

7.1.21 In terms of Ac;counting Standards (AS-12), Grants of Rs. 2.16 crore 
received by the Company during 1995-96 should have been treated as 'Capital 
Reserve'; which was not done. This resulted in overstatement .of Loan Funds and 
understatement of Capital Reserve to the extent of Rs. 2.16 crore. 

7 .1.22 interests accrued and due on secured loans should have been included 
under appropriate sublhead under 'Secured Loans". Besides, the nature of 
security should have been specified in each case in terms of the Companies Act, 
1956, which was not d9ne. 

t1!.fil§1~.n11rtJJrii!li.tiiii~~~~11£m1a111;ril~iJ:§ll~lriatt~r~Jlwar!e1~1911ES:~~ff~ 
7.1.23 The following irtegularities and system deficiencies in financial matters of 
Jammu and Kashmir State Road Transport Corporation were repeatedly pointed 
out during the course pf audit of accounts. The Corporation, however, had not 
taken any corrective action. · 
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~ Non-maintenance of books of accounts in accordance with the principles 
of commercial accounting system by maintaining control ledgers and 
financiafledgers in Head Office and at the units . 

. ~ Non-operation of inter-unit adjustment accounts: for adjustment of 
advances, transfer of stores, etc. · 

·);;- Non-segregation of debts.as good; bad and doubtful. .. 

~ Abnormal delays in recoveries, adjustmept of balances under advances, 
deposits, etc. · 

)i>. Non-conducting of physical verification of fixed assets, stores, stock and 
. fuel and non-preparation of inventory of vehicles · owned by the 

Corporation. 

ir~fJ[iJ§~itWii~l>JMl'.lf~JJ)~t$-~it1lf!lll~~ijg~iiii~}~~~aj£W£1~11¥filP:;~f~~it'~t!i~tI:;g; 
7.1.24 Audit observations noticed during· audit and not settle.(i on the spot are 
communicated to the heads of PSUs and concerned departments of State 
Government through Inspection Reports. The heads of PSUs are required to 
furnish replies to the Inspection Reports through respective heads·of departments 
within a period of six weeks. Inspection Reports issued· up to March 2008 
pertaining to 19 PSUs disclosed that 1960 paragraphs relating to 499 Inspection 
Reports remained outstanding at the end of September 2008. All these paragraphs 
were pending settlement since 1998-99. Department-wise break-up of Inspection 
Reports and audit observations outstanding as on 30 September 2008 is given in 
Appendix-7. 8. 

Similarly, Draft Paragraphs and Reviews on the working of PSUs are forwarded 
to the heads of the administrative departments concerned demi-officially seeking 
confirmation of facts and figures and their comments thereon, within a period of 
six weeks. It was, however, observed that out of four draft paragraphs and two 
performance reviews forwarded to various departments between June-July 2008, 
replies to all the draft paragraphs as detailed in Appendix-7.9 and the performance 
reviews were awaited (September 2008). · 

It is.recommended that the Government.may ensure that (a) procedure exists for 
action against the officials who fail to send replies to· inspection reports/draft 
paragraphs/reviews and action taken notes (ATNs) to the recommendations of the 
COPU, as per the prescribed time schedule; (b) action to recover loss/outstanding 
advances/overpayments is taken within the prescribed time and ( c) the system of 
responding to audit objections is revamped. · 

' . . . 

iti~!lffiliilll>.alfi!J§0~~~~:!~1tJ~ilfA~timtiriltili'@i~~lfilt~~n:~q#~~I~l~~iliimtfifi~~~~q~;\ 
7.1.25 There was no compani in the State falling .under the purview of section 
619-B of the Companies Act; 1956. .. 
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Hiighliglhlts 

'fllne Compmrny faniedl to! dlevellop Jhlll[JlunstiriiaLIEsfates (llJEs) at Goviim:llsanr all1ldl 
Zalk1ll!ira dune to Ilaclk oJf :sunstaiill1ledl effoll"ts alllld co-rnrdnlllla1!:fo1t11 with tlhte State .. 
JRevellllll.lle Depairtmellll1. 

1 
•. (Parragrraphs: 7.2.9 and 7.2.10) 

Ry ellllgagiill1lg pirnvate pair1l:Jies foir prncUJiremeiratt/dllis1l::iriilbuntliollll oJf iraw materrfall, 
tlhle inte1111dedl JPlUlll!"pose of settiill1lg ·unp Raw Materriall Bmmlk got dldeated, as tltne 
weaveirs/airtiisall1ls coirnti!nuned to be idlepemllenil1!: OllJl time iill1lteirmedlfarftes. 

. i . 

(Parragmph: 7.2.15) 
Tlhle percell1ltage of \llll!llnlts provftdledl marlketirrng assistance by ll:he Company 
dedinedl from 67 iillll 200J..03 fo 413 i1rn 2007-08. As a iresunllll:, tltne eairnii!lllg oJf ll:Ilne 
Compalllly by way oJf sJ:irvke dmmrges allso dledmedl from Rs. 3.28 croire iill1l . 
2004-05 to Rs. 2.62 croire lillll 2007-mt 

(Pamgrraph: 7.2.16) 
i . 

· 'fllne Compalllly sp~ll1l11: Rs. 41.58 croire ( 69 per cent) ounll: of Rs. 6.65 crrore 
received!, betweellll 20l03-04. anul! 2mn:-os. Underu1!:nlliizatn01rn of fumlls llnamperredl 

. :· i . . . ·. ' . . . . '. . . 

Jimpilemellllll:atiollll of vairiolllls prnjecll:s Riilke piroi\iiid:Hng ~rrnfrasll:irudunirall faclillD.tiies to 
tllne.SSJI.unnits all: ll:he Illlidusll:iriiall Estates (li:Es) vii~. Govnllll:dl§ar and.Udlllnampuir, 
moderniisatlion oftestiing centres, etc. · · · · 

. ' . 

. (Pamgraph: 72.20) 
Compall1ly's faiiiunre lin t~lkiing adfon Jin the mattern c~mcerniill1lg poRnun1tfoini was 
Ililkelly to lhlave an adversie :fimpact l[])Il the eJID.vim1rnmelID.ll:, besiidles creating l!neailtlhl 

. lhlazarcll fo:ir the pop11.datfon ;Jliivling airom:u:ll SSI 1llln:fits. The Companny has allso 
faHed to construe! Effluent DJisposall System for dnsposaR of hazairdm.lls. wastes' . 
gene:rall:ed by 1!:1hle SSI u,iill1lits Jin the Integrrated Til!llf:iras1l:n11ctunirail devellopmell1l1l: 
Centre, Urllhampur. 

. . 

· 7.2.1 The Jainffiu and Kashmir Small.Scale Industries Development Corporation 
Limited (SICOP) was ineorporated l.n November 1975 under the Companies Act, 
i 956 as a wholly owned. Government Company with a view to aid, assist and 
promote Small Scale Ind~strial (SS!) units in the State. The main .objectives of the .. 
Company are to: 

~ develop inftastru9tural facilities like land, sheds, water/power, etc., 
! -~ . . 

~ procure and sen raw material to the SSI units, 
I • 
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);;:- ex tend marketing supp rt to the SSI units, and 

);;:- provide testing facilities to the small scaJe industry. 

The Management of the Company is ve ted in a Board of Director (BOD) 
comprising 13 Directors including the Chairman, Vice-Chairman and the 
Managing Director. The Organisational structure of the Corporation is given 
below: 

Chart-7.2.1 

Chairman 
(Chief Minister) 

I 
Vice-Chairman 

(Minister of State, 
Industries and 

Commerce 
Department) 

I 

I 
Board of Director ( I I) 

I includiag the Managing Director 
I 

YtanaJ?.inl!. Director 
I I I I I I 

General Financial Secretary Divisional Administrative Project 
Manager Advisor and Managers Officer Engineers (2) 

Chief (5) 
Accounts 
Officer 

The working of the Company was last reviewed and commented upon in the 
Report of the Comptroller and Auditor GeneraJ of India for the year J 998 and was 
discussed by COPU durhg 2002-03, 2003-04 and 2007-08. The 
recommendations of the COPU are awaited (March 2008). 

Seo e of Audit 

7.2.2 The pre ent performance review was conducted covering the working of the 
Company for a period of five years up to 2007-08. Audit scrutini ed the records at 
the Head Office, the two divisional offices at Srinagar and Jammu and 21 units 
(out of 29). The units were selected for audit on random basis. 

Audit objectives 

7.2.3 The performance audit was undertaken to assess whether the: 

);;:- industrial units were developed and requisite facilitie provided 
effectively, efficiently and economically; 

);;:- industrial estates developed by the Company were optimall y utili ed; 

);;:- procurement and distribution of raw materiaJ was done efficiently and 
economically; 

marketing support provided to SSI units was effective; and 
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. ' . 

)> internal control !mechanism was . effective and healthy Corporate 
. I . . 

Governance was in place. 

I . . 

7.2.4 The audit criteria adopted to achieve the Audit Objectives were as follows~ 
·•· I - . . 

)> Govern.merit guidel~nes and the. laid down policy of the Company on 
procurement arid sale of raw material again.st the allocation/allotment; 

)> Norms and procedures ·set by the Govemn:ient/Company regarding 
marketing assistancd to the SSI units; · 

)> Rate of service charges prescribed by th~ Government from time to time; 
. . . ' ... · . / . . 

>- ·. Detailed Project Reports. of various· Programme/Schemes and the guidelines 
prescribed for imple:mentation 'of each such Scheme/Programme; 

);> System of movement of raw material based on the cost benefit analysis of 
. transportation; and j 

I 

);>. Guidelines issued b~ the Company and Government orders, etc . 

. ~lilli!'.~~jft~llinlm~ 
7.2.5 Audit methodology included scrutiny of the following: 

1 . : . . . ·. 

Agenda and minutd of meetings of the Board and directive/circulars issued 
by the Management, · 

. . I . . . 
Memorandum of Understanding signed with the suppliers of raw material; 

Physical verificatio1i1 reports, annual reports, monthly progress reports and 
financial statc:mentS:; and 

Records relatillg ttj the performance of industrial·· estates developed and 
utilization of infrastructural facilities created by the Company in past. . 

. ~!faf~jitlrulrfillli~J~l11ig~~i~~~1ll:i~~-il!~~J]l1f~~~giJilfil~i~~1]~;i~~Slif~ 
7.2.6 Audit findings as a result of performance Review on the working of the 
Company were reported ;(fone 2008): to the Management/Government and were 
discussed in the meeting of Audit Review Committee on Public Sector 
Enterprises (ARCPSE) , held on 16 September 2008 .. The replies of the 
Management and views expressed by the ·members present in the meeting have 
been taken ·into consideration while finalising the review. Audit findings are 
discussed iri the succeeding paragraphs, . 

. I 

· ~fjyff19flraifdl?r;JMPfiR{q~~ll£~~i'J~li\~iif~~~~Afiil~~sl~li&~~~~f1~%£l~ 
" 

7.2~7 Development of ~nfrastructural facilities. like land, sheds, water/power 
supply, road connectivity, ·etc. for the SSI units is the core activity of the 
Company. The Company has' attempted to play a. pivc)tal role in bringing about 
development irtthe sinalllscale sector in the State. The deficiencies noticed during 
audit in tfie performance ()f th_e Company are discussed below: · · 
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Development of infrastructural facilities 

7.2.8 The Company had not set targets for providing infrastructural facilities to 
the_· SSI units. As of September 2008, the Company had developed (since 

. inception) 3,283 kanals 13 of land spread over six14 Industrial Estates (IEs) at an · 
expenditure of Rs. 12.43 crore. According to the Management (September 2008), 
1,040 units hadheen established on the land, againstasimilar number planned for 
allotment by the Company. During the review period, the Company undertook 
development of two moi:e IEs at Govindsar, Kathua (979 kanals) and. at Zakura, 
Srinagar (109 kanals), which had not been develciped' so far as discussed in the 
succeeding paragraphs . 

. Industrial Estate, Govindsar 

7.2.9 GOI had approved (August 2005) establishment of an Integrated 
Infrastructural Development Centre (IID) at the IE, Govindsar on 580 kanals of 
"land at an estimated cost of Rs. 6.64 crore. The cost of the IID was to be shared 
between·· the· State and the· Central Govemments15

• The Centre, slated for 
completion within 18 months, envisaged establishmentof 160 SSI units. · 

Audit observed that though the Company received (March-May 2006 and March 
200~) Rupees three crore from _the State Government (Rupees one crore) and GOI 

. (Rupees two crore), the Centre was not established .(September 2008) due to 
non..:availabilityof the land needed for the purpose. 

The Management stated (January 2008) that due to delay in the acquisition 
proceedings by the Revenue Authorities, the lal1d in question was 1Jelatedly. 
transferred (November 2007) to the Company. It was, however, observed that the 
Company had never taken up· the matter with the Revenue Authoritiesfor early · 
transfer of land. This indicated fack of sustained efforts and co-ordination on the 
part of the Company with the State Revenue Department for early transfer of 
land. 

Even after the transfer of land there was no significant development towards . 
establishment of the Centre and the Company spent only Rs. 67 A I lakh as of 
September 2008 on survey/appraisal (Rs. 8.44 lakh), advances to the State Power 
Development Department for. electrification (Rs. 50 lakh) and Rs. 8,97 lakh for 
purchase of vehicle (not provided in Project Report). Tiie unspent amount of 
Rs. 2.45 crore (including interest earned) was kept idle in fixed deposit~, thereby 
delaying the objective of establishment of IlD. 

Audit further noticed delay in developing another piece of land measuring 399 
kanals at the same premises. The piece of land earmarked (August 2005) for the 
Centre was to be developed_ out of State funds, for which the Company had not 
taken any action (September 2008) for which there are no reasons on record. 

13 One Kanai equivalent to 5,400 square feet. 
14 Birpur, Gangyal, Kathua, Udhampur, Zakura and Zainakote. 
15 Eighty per certt of the cost of the Scheme (subjectto a maximum to Rs. 4 crore) was to be borne by the 

GOI. 
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Handicraft/Silk Technical Park, Zakura 

7 ~2.10 Government of India sanctioned (April 2005) establishment of Handicrafts· 
Textile Park with a ~ilk Park at the IE, Zakura to cater exdusivelyto the ri.eeds of 
silk and handicraft units. The project, having two aspects, viz. site development 
and providing equipment for Common Facilities Centre (CFC) and . effluent 
treatment/water softening plant, envisaged development .of 109 kanals of land 
within 18 months fr<i>m the date of sanction for establishment of76 units. The cost 
of the project (Rs. ·7.92 crore) was to· be shared between Central' Government 
(Rs 6.27 crore) and 1the State Goveinmen,t (Rs: 1.65 crore) and the work on the 

· project was to be tal):en up on reimbursement basis. 

The Company received Rs. 3.39 crore. from the State Government Rs. 1.75. 
crore16

) and- the Cebtral Government (Rs. 1.64 crore17
) during the period 2004-

2008. The executioq of the Project started in November 2005. As ofMarch 2008, 
the ·work on the Project was completed to the extent of leveling of plots, 
construction of roa~s/drains and brick walling at a .cost of Rs. 1.91 crore. The 
remaining components of the Project had· not been completed so far (September 
2008). I 

The Management i stated (September 2008) that equipment required for 
establishfi1:ent of CfC and effluent treatment/water softening plant would be 
procured· only when line of activity of units to be housed in the Pa.rk was 
determined. However, the Company was well aware that the Park was exclusively 
to bereserved for silk and handicraft units. · . 

Jifico".fitill~te~ti~'pitti~iii~titfitig~~i~a~iimf§l~tu~n1~'D.~r,m'Pffi~!t~~11~r:11 
. 11'· . : . • • . . 

7.2~11 The Company completed executiori of IID Centre, Udhampur in May 2002 
·at the cost of ~s. : 6.58 crore .. The -Project· Report of the Centre,. inter alia; 

_Despite construction envisaged construc'tion of Technology Back-up Service Centre. (TBSC) and 
of accommodation at Common· Facilities I Centre (CFC) for use by the SSI units. Audit observed that 

~cost of Rs. 40 lakh, despite earmarking! Rs. 20 takh. for establishment of the TBSC, no amount had 
. I . . . 

=the Company toolk no · been spent on· its c'onstruction; thereby depriving the SSI units of the intended 
~oncrete steps for its · facilitie_ s of the ·.tee,'· hnology· back up of the Centre. The Management stated· 
~llotment. . 

(February 2008) that the TBSC would be made available to the- SSI units as and 
when all of them bbcame functional. However, out of 173 SSI units, whom the 
area had been allottyd. 40 SSiunits had already" started operation. 

It was -also· obseryed in Audit that despite construction of accommodation 
(measuring 7 ,392 square feet) in Mate!) 2000 at a cost of Rs. 40 lakh for the CFC 

, to. house Bank, Posf Office, dispensary and c.anteen, the ·accommodation had not ~ \/ -
been allotted to any; of the institutions (Septe1Ilber 2008) resulting in locking up of · f!). ~ ~ ~1 ... 1!. 
investment of Rs. 1 40 lakh: The Management stated (September 2008) that ~~..:::< 
proposal· for allotn:lent of. space to J &K Bank ( 1,400 squ.are feet} and for Post 

· Office/dispensary/meeting hall (3,000 square. feet) · was under process. 
Inforniatiori· about)1tility of the remaining area o~ 2,992 square feet was not 

16 2004-05: Rs. SO lilkh;·2005-06: Rs. one crore; 2006-07: Rs .. 25 lakh. 
17 Rs. 28.50 lilkh: Jaim!\11' 2007; Rs; 70,15 lilkh: October 2007 and Rs. 6550 lakh: March 2008. 
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furnished (September 2008). The factthus remains that no concrete steps were 
taken for allotment despite lapse of ~lmost eight years.: 

7.2.12 The Company. executes Lease. Deeds with' the ~ntrepreneurs before 
allotment. of land to them. Audit observed violation bf various. clauses of Lease 
Deeds by entrepreneurs, as discussed below: · . . · 

Non-recovery of outstanding rent 

7.2.13 In terms of Lease Deed, entrepreneurs are required to deposit rent in . 
respect of leased out land~ ill the first fortnight of eveiy financial year. In case of 
default, the entrepreneurs are liable to pay interest at;16 per cent per annum on 
the defaulted sum from the date of default till its final clearance. In case of 
continuance of the default for a further period of one year, the Company is within 
its rights to re~eriter the leased premises by giving 30 days' notice. 

A& on March 2008, Rs. 68.24 lakh were outstanding 'on account of ground rent 
against 381 out of 1,040 SSI units. The age-wise analysis of the outstanding rent 
is tabulated below: 

Table-7.2.1 

Pernod 
Amount 

Number of units 
(Rupees in lakh) 

Up to one year 8.72 128 

Between one and 3 years 12.49 106 

More than 3 years . 47.03 147 

Total: 68.24 381 r~ .·· 
e___ · It was observed in audit that the Company had not taken any action against the 

CJ~ y 7 t,;r-< defaulting units by re-entering the leased premises, despite Rs. 47 .03 fakh being 
. t./'/ outstanding against them for more than three years in 147 cases. . 

,-tJ/tt;~· 
-- c:i The Management stated (September · 2008) that the Company was facing 

' 1VV'1 J r difficulties in recovering the outstandi~g amounts in respect of closed/mign~ted . 
units. It was also stated that the Company could not re-enter the leased premises, 
as all these units were mortgaged to financial institutions, which had the right of 
exercising the first charge in terms of mortgage deeds. However, information · 
regarding amounts involved in such cases and action contemplated to recover the 
outstanding amounts was not intimated (September 2008), though called for in 
~~ . 

Non-re'llewal of Lease Deeds 
. . .. -· ,. 

7.2.14 Lease Deed~ ~xecuted by the Company with the unit-holders have a tenure 
of 25 years and thereafter the Deed i~ to be renewed, after payment ofrenewal fee 
at Rs. 2;000 per kanaL Audit observed.that th~ Company had in_itiated no action to 
renew the Deeds in respect of 56 unit..:holders, in whose casetenui:e period of the 
Lease Deed had expired. · · " · ·· · 
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7.2.15 GOI had. sanbtioned (January 2004) setting up ofa Raw Material Bank for . 
the ·carpet/Handicraft Sector and appointed. the Company as . the implementing 
ag~nty. The schen'.te envisaged maintenance of inventory of good and graded 
quality· of raw material for use by . the weavers/artisans, engaged in the 

. manufacture of cm-Pets/handicraft products~ The mate.rial, to be purchased by the 
Company from reputed·· manufacturers of silk yarn at BangalOre, identified in 
consultation with ~entral Silk Board, was to be sold to consumers· after levying 
service charges of three per cent on the landed price. · 

i. . . . .. . 
The Company, in the first instance, procured. (February 2005) 2, 100 Kgs. of raw 
material (value: R~. 19.47 lakh) and sold (April 2005 to September ?005) the . · 
same to the weavers/artisans after levying service charge.s atrequisite percentage. 
Subsequently, the Company signed (February 2005, March 2005 and April 2006) 
Memoranda of Urtderstanding (MOU) with three private parties 18

, whereunder 
source of supply; quality/quantity of the raw material ·to be procured for 
distribution to the beneficiaries and selling price were to be settled by the parties. 
The Company was to act only as an agency by placing orders wi~h the suppliers 
identified by the parties and was responsible for recording purchase/sale entries in 
its books, besides! levying service charges at requisite percentage. The parties 
procured 1.73 lakh Kgs between 2004 and 2008 and sold it to the beneficiaries at 
a cost of Rs. 7 .64 erore .. 

It was observed in audit that even though there was no financial loss to the 
Company in the &al, as service charges amounting to Rs. 22 lakh (three per cent 
of the sales mad~} were levied and received by the Co_mpany, the intended 
purpose of the Sclleme was defeated by engaging private parties for·procurementi 

· distribu't:ion of raw material, since the Scheme aimed at elimination of middl~men 
and ·getting the weavers/artisans out of their. clutch to ensure better returns for 

.•them. Thus by doing so, the Company has absolved itself of the responsibilities 
entrusted to it:The actual users were, as such, left with no option but to purchase 
raw material offered to them by the private parties, wh.ich was fraught with the . 
possibility ofconlpromising cm the quality and rates. Evidently, the beneficiaries. 
continued to be dependent on intermediaries and their possible exploitation could. 
not be ruled out. i . 

The Managemen~ stated (July 2007) that the arrangement was made for timely . 
disposal of the m~terial. The reply does hot explain the issue of absolving itself of 
its responsibility py engaging private parties. · 

. M~filitigfiiftH . . ~~,~---~--J~ 
. I 

7~2.16 The Company assists SSI units to market their products and levies service 
charges up to five per cent on. the goods supplied to the iridenting agencies. The 
number of. units1 registered. in the State and. those registered/assisted by the 

. . . : . . 

· · · ·is. <Ml~ Shaiilllar Ca~et Industries, Barl-Brahman~; Jamrr;u, MIS Silk Enterprises, Hawal (Srinagar) and . 
• MIS iotus Textile~ (Srinagar). · · · 
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Company during the period from 2002-03 and 2007-08 are indicated in the 
following table: 

Table-7 .2.2 

Turno\ler Sen ice 
charges 

(Rs. in crore) 

17238 430 2.49 287 (1.66) 67 41 .45 1.76 

18209 484 2.66 302 (1 .66) 62 57.64 2.55 

19355 551 2.85 352 (1.82) 64 85.46 3.28 

20761 569 ·2.74 302 ( 1.45) 53 88.61 3.10 

21963 602 2.74 324 (1.48) 54 76.82 2.86 

NA 19 637 NA 276 (NA) 43 70.50 2.62 

As would be seen from the table above, the Company's role in marketing the 
products of the SSI units was very insignificant and its coverage varied between 
1.45 per cent and 1.82 per cent of the total SSI units registered in the State during 
the above period. Though providing marketing support to the SSI units was one of 
the main objectives of the Company, it was noticed that there was significant 
decline in the percentage of units provided marketing assistance by the Company 
from 67 in 2002-03 to 43 in 2007-08. This consequently impacted the turnover of 
the Company and the earning by way of service charges. Audit observed that the 
main line of activity of the SSI units in the State varied from brick kilns, service 
stations, food processing, agro-based items, etc. for which the Company had no 
marketing avenues avai lable. 

The Management stated (September 2008) that it contemplated holding of 
seminars, etc. to educate the entrepreneurs in this regard, so as to improve it 
performance in this activity. Further developments in the matter were awaited. 

Failure of the Company Execution of supply orders 
to verify infrastructural 
facilities, expertise and 7.2.17 The Company participates in the tendering process on behalf of SSI units 
capabilities of the SSI and receives orders from indenting agencies for supply of various items. The 
~nits, before .participating company passes on the supply orders to the SSI unit1i for execution and levie 
m the tendenng process . . . 
resulted in non-executio~ service charges up to four per cent of the supplies made. The following 
of the orders. deficiencies were noticed: 

};> The Company participated (November 2005) in the tendering process on 
behalf of an SSI unit20

, without verifying its ability to execute the ~rder. Audit 
scrutiny showed that the Company received (September 2006) orders from 
Security Forces for supply of steel pickets worth Rs. 13.57 lakh and passed on 
(December 2006) the same to the SSI unit for execution, after obtaining con ent 

19 Information with respect to total functional units registered in the State during 2007-08 wa~ not 
available (September 2008). 

20 MIS Shiva Metal and Sharper Industries, Jammu. 
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.. from it. According to the conditions of the order, the stipf>N':fo be made on DGSD • 
rate contract was to commence after approval of samples by the Indenting agency, 
Since. the samples fumisqed by the SSI unit were not found to be in conformity 
with the specifications; the indenting agency cancelled (March 2007) the order at 
the risk and cost of the Company, Thus failure of the Company to · verify 
infrastructural facilities, •. expertise and capabilities of the SSI unit, . before 
participating in the tendering process, resulted in non-execution 6f the order, ·. 
thereby, denting its ciedibiHtyin·the market, apart frompossiblefoture liabiHty. 

~ Director, Health Servfoes (DHS) placed (March 2a°OS) orders with five21 SSI 
units, who had· participated in the tendering process, for supply of medicines 

. I . ' . • . 

(at rates approved by the Central.Purchase Committee of the DHS) within four to 
six weeks. The orders 'were routed through the Company and· the Director 
advanced (April 2005) Rs. 1.26 ciore to it against the pro-forma bills. Of the five 
SSI units, to whom the: supply orders were passed, only two units2z supplied 
(May 2005 to October Z005) medicines woJ1h Rs.· 32.93 lakh al_1d no further 
supply was made.despite repeated reminders by the DHS. Due to non-supply of 
the medicines,. the DHS: cancelled the Sl:lpply order and the Company refunded 
(between October 2005 and March 2006) the balance amount of Rs. 91 lakh to the 
DHS (retaining Rs. 2.07 lakh with it)~ According to the Management (May 2008), 
the units failed to supply the medicines due to increase in the prices of the raw 
material because of implementation of VAT and Excise Duty from 2005-06. This 
indicated that the Company had accepted the ·advance from. the DHS, without 
giving due consideration. to various factors including increase in the cost of raw 
material on different counts. This had resulted in non-execution of the supply 
orders, thereby putting it~ credibility at stake in the supply field. . . 

i .· .· 
~- · . Audit scrutiny. revealed that District Office,· Anantnag had. not maintained 
records indicating number of Pro-Jonna BiHs issued and advance ·payments 
received in each case.It :was further observed that the Company, without specific 
reasons,. wrote· back fr6m its accounts advances aggregating Rs. 60.46 lakh 
received from seven2~ Gbvemment agencies between 2002~03 and 2005-06. This 

. indicated defective inten;i.al control systems existing in the Company, which could 
result in interpolations, manipulations, etc. leading to losses/embezzlements. The 

. . I .. . , 

Management stated· (Septem.ber 2.008) tbat the.· matter was under enquiry. by the . 
higher authoritiesNigihihce. Further developmeJJ.tS are awaited. 

· !Mi>If~~£1~~ilrr9.tlmtlii~lcUnt:~Jifa!l!1tlr~ilslltli~'1~;$~l~~f~lJi%J1lw~if~~~~v&t(11~w~,1wi · 
7.2~18 With a view to· helping SSI units to adhere to the delivery schedule for 
execution of siipply ofders r~ceived from various agencies, the Company 
introduced (19_79) 'Mar~rnting Assistance Scheme' for providing infrastructural; 
financial and marketing 1facilities to them. Though the Company. dispensed with 
thy Scheme in· 1995, it f~Hed to recover outstanding amounts paid to 30 SSI units 
as assistance. As \a res4lt, _the· Company's money amotinti11g t~~-filJ.5Jakh-: 

-21_Ml_S_E_t-hi-ca-re-.-L.,.-ab-o-ra"'"""to~ri-.e~-. -J-K Ph~aceilticals, Pharose Remedies,. Pharama Drugs and Biotic 

Pharama. .· · . · 
22 

• MIS Ethicare Laboratories !ind MIS JK Pharmaceuticals; . 
23 Block DevelopmentOffice~s, Achabal, Dachni Pora, Devsar, D.H Pora, K. Pora, Qazigund and Qoimoh. 

,. I 1 • • 

185 

\ 



Despite 
establishment of 
testing centres 
more than two 
decades ago, 
these were not 
fully equipped to 
test all the 
products 
manufactured by 
the SSI units. 

Underutilization 
of funds had 
hampered 
implementation 
of various 
projects/schemes 
undertaken by 
the Company. 

Audit Report for the year ended 31 March 2008 

(June 2007) was locked up with these units, resulting in locking up of funds. The 
Management stated (September 2008) that cases agai nst three SSI units 
(involving Rs. 56.44 lakh) were sub-judice, while no action could be taken 
against 27 cases (i nvolving Rs. 6.91 lakh) due to destruction of records in fire. 

Testing activity 

7.2.19 The Company established ( 1981- 1983) testing centres at Gangyal and 
Zainakote to provide SSI units with the techniques and knowledge to inculcate 
Quality Management in them, besides facilitating these units to test the quality of 
their products . Though the Company had established these centres more than two 
decades ago, these were not fu lly equipped to test all the products24 manufactured 
by the SSI units. The Management stated (December 2007) that such items were 
purchased by the buyers directly from the SSI units. This was not tenable a the 
testing centres had been established in order to ensure quality of the products. 
Moreover, the Company could contribute to ensure quality tandard of the items 
produced by SSI units, besides earn ing revenue by conducting tests of these 
items. The Company had not ini ti ated any measures to cater to the requirement of 
SSI units located at stations other than Gangyal and Zainakote. 

The Management stated (September 2008) that steps to augment the existing 
system would be taken to enforce quality measures in more effective manner. 

Audit also observed that the Company had received (March 2002) Rs. 20 lakh 
from the State Government for modernisation of the Testing Centre, Zainakote. 
Out of this, only Rs. 12.34 lakh were spent during 2003-04 and the remaining 
Rs. 7.66 lakh had been invested in the fixed deposits. This indicated non-serious 
approach of the Company in updating its testing centres. 

The Management stated (September 2008) that the Company planned to construct 
a new structure for the Centre, which would be equipped with modem te ting 
faci lities. Further developments were awaited (October 2008). 

Financial Management 

Underutilisation of funds 

7.2.20 The Company received plan assistance of R. 6.65 crore from the State 
Government (Rs. 4.40 crore) and Central Govemment(Rs. 2.25 crore) during the 
five years period between 2003-08 for maintenance and development of industrial 
estates, construction of raw material depot , modernisation of testing centres, etc. 
Again t thi s, the Company spent Rs. 4.58 crore25 (69 per cent) during th is period. 
It was observed that underutilization of funds was due to belated release of funds 
(aggregating Rs. 1.53 crore) by the State Government to the Company during the 
month of March each year between 2003-04 and-2007-08, evidently to avoid 
lapsing of the budget grant. 

24 Like Bricks, bitumen, cattle feed, cardboard , cement tiles, electric home appliances. food and food 
grains related items, paints and varnishes, jute malling, printing and stationery items, wall to wall 
carpets, etc. 

25 State funds: Rs. 2.52 crore; Centrally Sponsored Schemes (released through State Government): 
Rs. 2.06 crore. 
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Audit .scrutiny rev~aled that underutilization of funds hampered implementation 
of various projects: like providing infrastructural facilities to the SSI units at the 
Industrial Estates (IBs) viz. Govindsar and Udharnpur, modernisation of testing ~ 

'i centres, etc. as discuss_ed in paragraphs infra. Audit further observed that there h . . 
f AX r _: )___- (:> e.-- were no proper records to indicate actual date of submission of the utilization . · ~ 6'~ 
rvv\J ~ certificates. ~ 

D . \.l ~ The Management stated (March/September 2008) that it was keen to implement .,,.._-:// 
~# -; ~ the schemes and that instructions had been issued to all the concerned to make 

· efforts for prompt tltilisation of fumds. 

Capitalstructµre and borrowings 

7.2.21 The paid.;up capital of the Company as oh 31 March 2007 was Rs. 3.12 
crore against an a~thorised share capital of Rs. 5 crore. The Company had failed 
to pursue the matteL with the State Government for subscribing the balance 
amount of the share capital. 

The Company obt~ined (1976-77 to 1995-96) loans amounting to Rs. 2.74 crore 
from the State Government for development of industrial estates. The Company, 
however, did not !repay any amount towards liquidation of the loan, despite 
making a provisioq of Rs. 4.24 crore in its accounts for the year 2006-07. As on, 
31March2008, Rs; 729 crore (principal: Rs. 2;74 crore; interest: Rs . .4.55 crore) 
were payable by th~ Company to the State Government. . 

The Management ,stated (September 2008) that it contemplated taking up the 
. . I . . • 

matter with the Government for treating the loan as Grant-in-aid with 
retrospective effect. The latest development · in this regard was awaited 
(October 2008). · 

mit~f<>~~JJfitsfffi:<lffi'W~it.«P:"ts1Wl'i~!~~Nl~tt~~~11~~ilta1J1~1 
. . I 

j 

·Sundry debtors 
. ' . '. . 

~.09~8~~;~~/!~~~ .. 7.2.22 Audit .obse~ved that the Company had been supplying material to various 
pe-;unng recOl!et-"y="==-= --Government Agen

1
cies/private parties on credit Information as to existence of 

from various credit policy in th~ Company, though called for, was not furnished to audit. An 
Government amount of Rs. 9.88~was pending recovery as on March 200726

, leading to 
Agencies/private locking up 'of~runds. The Management, while contesting Audit contention about 
parties, leading to locking up of fund~; stated (March 2008) that there was rotation of funds by way 
locking up of funds. · 

of recoveries of outstanding amounts and fresh sales. The reply is, however, not· 
. I . . -

·acceptable, as an amount of Rs. 48.35 lakhwas.recove:rable on this account from 
32 Government D.epartments/Agencies (Rs; 39.23 Iakh) and 19 private parties 
(Rs. 9.12 lakh) foi more than a decade. This indicated failure of the Company to 
take effective steps towards recovery of outstanding amounts. The chances of 
recovery of amounts remaining outstanding for a long time are bleak and the 

. ! 
possibility of these debts turning bad cannot be ruled out. .· · 

I . . 
I . 

26 
. Position of outstanding as on March 2008 was urider compilation !>~ the Company. 
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It was further noticed ilI1 audit that the Company had failed to maintain age-wise 
· position of the outstanding amounts. The Management stated (September 2008) 

that compilation of the requisite information was of yohiininous nature and the 
·concerned officials had been directed to prepare the requisite data. 

Outstanding advances against employees 

7.2.23 State Financial Rules (1990) stipulate early adjustment of advances made 
to the officers/officials. Audit observed that an amount. Of Rs. 1.04 crore was 
outstanding as on. March 2007 (information. for 2007-08~rear•against 
various officers/officials out of the imprest advanced to them for meeting 
expenditure on purchase of material. Of this, Rs. 25.72 lakh was outstanding since 
2003-04 against two deputationists, who had since been repatriated and Rs. 1.56 
lakh against a retired official. The Management stated (September 2008) that in 
case of the deputationists, the department concerned had been asked . to recover · 
the outstanding amount. Action taken to recover out~tanding amount from the 
retired person was awaited (September 2008). · 

Finalistion of accounts 

7.2.24 The Company had finalised its accounts up to 1988~89 and finalisation of 
accounts thereafter was in arrears (March 2008). Audit observed . that despite 
directions (February 2004) of the BOD envisaging fin~Hsation of accounts up to 
1991-92 by 2004-05 and the remaining accounts within the next three years, no 
concerted efforts had been made by the Company: to clear the backlog of 
accounts. Due to non-finaiistion of the accounts, financial position and the 
working results of the Company could not be ascertained in Audit. Non-

. finalistion of accounts vitiates accountability and is also fraught with. the risk of 
financial irregularities remaining undetected. 

7.2.25 ·The State Government had constituted (Feb~ary 2003) a Core Group 
which, inter-alia, was to study functioning of the State Public Sector Enterprises 
(PSUs) and locate surplus staff in the PSUs; On the recommendation of the Core 
Group, the Company proposed (July 2004) downsizing its existing strength from 
374to 316 byresorting to Golden HandshakeNoluntary Retirement Scheme. The 

. proposal had, however,· not been approved by .. the Government so far 
(September 2008). · ' 

The Management stated (March 2008) that with the increase in turnover there was 
ne~d formore work force. However, documents in support of rightsizing exercise 
conducted by the Company, called for in the ARCPSE; were awaited (September 
2008). ' ' ' ' 

f:lmll~~~m1~fit{'.fil\Vd'.Z:araQus: 

7.2.26 According to the Illventocy of Hazardous Waste :Generating Units prepared 
(September 2006) by the State Pollution Control Board (SPCB), 36 units 
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generating 3,431.63 MTs of hazardous waste were identified in three27 industrial 
estates of the Company. Audit observed that. the Company had taken no measures 
on· the recommendations/c.onclusions drawn from the workshop (April 2007) on 
Hazardous Wastes Manag~ment organized by the SPCB. The recommendations, 
inter alia, included identification of sites by the ·Company for disposai ~of 
hazardous wastes.· These ~ites were to be inspected by the SPCB for accordi~g 
approval for finalisation df disposal system of hazardous wastes jn a scientific 
manner. Audit observed that the Company had taken no action in this regard~ 
Inaction on the part of the ~ornpany in controlling poUution was likely to have an 
adverse impact on the environment, besides being a source of health hazard. The 
matter assumes · importanc~ in view of the directions is.sued by the Honourable 
Supreme Court regarding i identification of dumping sites for all the industrial 
estates, s·etting .up of Hazardous Waste Treatment and Disposal Facilities/common 
effluent treatment Plant in each industrial unit. . . 

I • • • 

.The Management assured:(September 2008) Audit that all measures .conc.emihg 
.· pollution would .be taken .. ] 

lf!!l~tij~iff~QttOi§:~iJ~fQJ~~fi1iYi!t.t?~ff~~~li¥l~iJ~~1llf.l~~~bf;lfk~*~~ti~ift)~ 
I . . • • . . 

Internal control systems w~re found deficient in the foHowing areas: 

. Budgetary Control 

7 .2.27 Budgeting is an integral part of the nnandal control leading to better use of 
capital/resources through planning and effi.cient allocation. It helps in efficient 
operations through .better co-ordination of activit~es. H also helps_ in setting goals 
and objectives and can 1J~ .used as performance criteria, thereby enforcing the 
element of accountability in the Organisation. Proper and timely budgeting, thus 
helps ih the overall success of the Organisation. Audit, however, observed that the· 
budget estimates for the ~eriod ·2002-03 and. 2003-04 had not been approved by 
the BOD; while those for 2005-06 were approved after the commencement of the 
financial year. 

· Inter-unit adjustment:account 

7.2.28 Advances·made toi the· officers/staff transferred from one unit to another 
and transfer .of stores and stocks from one unit to another are·adjusted under 
"Inter Unit Adjustment Account" to· ensure their adjustments/recovery by the 
close of the year; It was seen in audit thafthere was a debit balance of Rs~2.12 
crore as on March 2007, indicating that effective steps had not been taken by the 
Company to adjust the arhounts_. Non'-adjushnerit of accounts for a lQng time is 
fraught · with the risk .of. fraud/embezzlement remaining undetected. The 
Management stated (September. 2008) that requisite steps have been· taken fo 
prevent accunmlatfon of uin'econciled amounts~ 

i. 
·' 

. . . . . " ". 1· . .' >.' . . . . ,' " .. . . " 
27· Gangyal (23 tinits;'2,289 14 MTs), Kathua (10 units; l,14L39 MTs) and Udhampur (3 units:l.10 MTs). 
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AudiJ Report for the year ended 31March2008 

Inventory Control 

7.2.29 The Company had fai led to fix the optimum level of inventory. Audit 
observed that inventory of the Company showed an increasing trend, as closing 
stock increased by 121 per cent from Rs. 2.54 crore (2002-03) to Rs. 5.61 crore 
(2006-07) . Scrutiny in audit of records of the Raw Material Depot, Digiana 
further revealed that non-salable inventory worth Rs. 19.41 lakh lying in the store 
for more than five years, had not been disposed off (September 2008). The 
Management stated (September 2008) that efforts were being made to dispose off 
the same. · 

Meetings of the Board of Directors 

7.2.30 During the five year period 2003-04 to 2007-08, the BOD had met only on 
six occasions against a minimum requirement of 20 meetings as per provisions of 
the Companies Act, 1956. This was against the principles of healthy corporate 
governance and was liable to affect adversely the decision making process of the 
Company. The Management stated (September 2008) that every effort shall be 
done to comply with the provisions of the Company's Act relating to convening 
of the BOD meetings. 

Internal Audit 

7.2.31 Internal Audit ensures proper functioning of an entity as well as 
effectiveness in the internal controls and timely detection of errors, frauds, etc. 
Despite the Company having Internal Audit Wings (one each at Srinagar and 
Jammu), headed by the Deputy Financial Advisor and Chief Accounts Officer, it 
had not prepared internal audit manual laying down functions, scope and 
periodicity of audit. The Management was required to place before the BOD, the 
internal audit reports in a summarized manner. The Management stated 
(September 2008) that placement of all internal audit reports before the BOD was 
a time-consuming job and that it was not practicable for the BOD to scrutinize 
each report. The argument was not plausible as non-laying of reports before the 
BOD was in violation of the BOD directives. 

-~ .' .. . . " ~~~ 

7.2.32 The Company largely failed in achieving the objective of providing 
marketing support to SSI units. The Company's role in marketing the 
products of SSI units was very insignificant. There was slow progress in the 
establishment of estates at Govindsar and Zakura indicating the casual 
approach adopted by the Company in pursuing its objectives. There was 
evidence of existence of intermediaries in procurement and distribution of 
raw material. Cases of violation of lease deeds were also noticed in audit. 
There was no serious approach on the part of the company in updating its 
testing centres. Non-approval of budget estimates by the BOD indicated lack 
of effective planning and control mechanism. There was no evidence of any 
serious effort being made by the Company to bring about reduction in the 
mounting arrears in finalisation of accounts. The Company also did not take 
effective Pollution control measures in certain industrial estates. 
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))- Effectlive steps lllle,ed to be talkellli by the Oomp:anrny ~o make JitseH' ml[])ll"e. 
irellevm:nt aml! viable by dliveirsifylil!llg its actlivntliies and thell"eby9 bll"lirrngnlffig 

· . moire SSI limits under its coverage. · · 

))- There lis a need to lidelilltify and stll"engtlhl.eJm Jpnrofllt centJres and prl[])vftrlle 
modern Jfadllities ~o al!Y industrial estates. · · 

))- Tesfoll.g centres should be Jt'uUy mml!eirmrb:ed and esmbliished! at ailil tllne 
Distirict Headquarters. · 

)- Concerted ·end ea you.rs are l!"equired ·to strengthen iinternal colllltiroHs 
and to dear the h~~rvy backiog l!n accOll.E.llllts. 

Polhntiollll control measuires may be il.mplemented whereveir :necessairy. 
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Audit Report for the year ended 31March2008 

Audit of Transactions 

Jammu and Kasbmlr Bank Limited 

7.3 Non recovery of debts 
Failure of the Jammu and Kashmir Bank to re-evaluate the mortgaged property 
of a firm, resulted in non-recovery of Rs 4.16 crore with consequent loss to the 
Bank. 

The Jammu and Kashmir Bank Limited sanctioned (August 200 I) Cash Credit (CC) 
faci lity of Rupees seven crore in favour of a Mumbai-based private firm

10 
engaged in 

transport activity, by taking over liability of Rs. 5.42 crore towards its existing 
bankers' 1• The CC limit was sanctioned against the primary security of book debt and 

~ vehicles. Besides, collateral security by way of mortgage of immovable property (land, 
building, godown-cum-office etc.), evaluated by the firm during May/June 1999 and 
April 2000 at Rs. 6.27 crore. As per the terms and conditions of the sanction, the Bank 
was required to obtain valuation report of the mortgaged property done by the firm 
afresh before sanction of CC faci lity. However, the Bank waived off the condition on 
the ground that the earlier valuation was done by a Government approved valuer and 
that the conduct of the account was satisfactory. The firm serviced the interest up to 
January 2003 and thereafter the account turned stagnant and was classified 
(April 2004) as Non-Performing Asset (NPA), with an outstanding amount of 
Rs. 8.31 crore including the interest and legal charges. The Bank then got 
(November/December 2004) the mortgaged property revaluated through its own 
approved valuer, who assessed it at Rs. 2.24 crore against the value of Rs. 6.27 crore 
declared by the firm earlier. 
The firm requested (2005) for One Time Settlement of the account which was 
approved (March 2006) by the Board of Directors (BOD) of the Bank on depo it of 
Rs. 7 .50 crore towards full and final settlement of the account, against the outstanding 
amount of Rs. 10.16 crore (November 2005). Under this arrangement, the Bank had 
nothing to forego on account of the principal amount of Rupees seven crore. However, 
the firm expressed (October 2006) its inability to deposit the settled amount and 
requested for more concessions. According to the Management, the option available 
with the Bank was to recover the amount through compromise, as it involved less time 
and minimum expenses compared to legal recourse. Thus, based on the 
recommendations of the concerned Branch Manager and DOM (T), Zonal Office, 
Mumbai, the Management approved (March 2007) settlement of the case at Rupees s ix 
crore towards full and final settlement, thereby forgoing even part of the principal, 
amounting to Rupees one crore. 
The Management stated (December 2007) that besides the collateral securi ties, the 
Bank had primary security by way of hypothecation of book debts and other assets and 
there was no reason to question the valuation done by the consortium of Banks. 
However, in view of the fact that as against the value of primary security evaluated at 
Rs. 9.41 crore in March 2001, the firm's losses accumulated to Rs. 9.92 crore as on 
March 2006. The Bank was, therefore, left with no option but to settle the case, as it 
had failed to adhere to the laid down condition in the sanction stipulating furnishing of 
fresh valuation report of the mortgaged property, which was waived off by the bank. 
Thus, failure of the Bank to adhere to the conditions stipulated in the sanction, resulted 
in loss of Rs. 4.16 crore12

• 

10 

II 

12 

MIS Precious Carrying Corporation Limited, Mumbai. 
New Bank of India. 
Rupees one crore (principal) and Rs. 3. 16 crore ·on account of interest/other charges. 
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The matter was reported to the Government in June 2008; their reply had not been 
received (September 2008). 

7.4 Non-recovery of extra expenditure/damages 

The Company failed to recover Rs. 13.12 lakh from a private firm due to its 
faiJure to enforce terms of the agreement entered into with the firm. 

The Company placed (May 2006) orders with a private firm 13
, selected on competiti ve 

basis, for supply of 20 lakh Poly-Propylene bags at Rs. 5.30 per bag. On the supplie r' s 
request, the order was revised (May 2006) to 30 lakh bags to enable the -firm to 
procure, in one go, the entire quantity of raw material required for manufacturing the 1'tl\/. 
bags to avoid possible future price escalation. As per the agreement, the firm was 0, /? ~ 
required to del iver a minimum quantity of 2.50 lakh bags immediately, and the t 
remaining 27.50 lakh bags by January 2007. For belated delivery, the firm was liable IMV 

for payment of liquidated damages at two per cent of the total contract value per week, 1 ti~ c,..-... 
subject to the maximum of ten per cent of the contract value. The firm was also to 
reimburse damages that the company would suffer in case of default in the delivery 
schedule. 

It was observed in audit that the firm, after supplying only 5 .44 lakh bags till July 
2006, stopped further supplies and asked for increase in the rates on the plea that there 
was hike in the cost of raw material . The company did not accede to the request of the 
firm and purchased 24.25 lakh bags (14.25 lakh bags at Rs. 6 .39 per bag and 10 lakh 
bags at Rs. 5.30 per bag) from three different suppliers, resulting in extra expenditure 
of Rs. 15.53 lakh14

• Audit found that except for retaining the security deposit of the 
firm amounting to Rs. 2.41 Jakh, the company did not e nforce penal terms of the 
agreement for recovering the amount of Rs. 15.53 lakh from the firm, as the purchase 
of bags at higher rate was made at the risk and cost of the finn. Thus, due to non
enforcement of terms of the agreement, the company failed to recover Rs. 13. 12 lakh 
(excluding security deposit of Rs. 2.41 lakh retained by the company) on account of 
extra expenditure in the purchase of bags. 

The Management stated (June 2007) that action to recover the amount from the 
supplier would be initiated. However, further progress in the matter was awaited 
(September 2008). 

The matter was reported to the Government in June 2008; reply had not been received 
(September 2008). 

7.5 Diversion of funds 

Diversion of General/Contributory Provident Fund collections by the Company 
resulted in accumuJation of outstanding liability to Rupees five crore. 

In accordance with the J&K Employees Provident Fund Act, 1961 , every employer 
shall remit General Provident Fund/Contributory Fund (GPF/CPF) collections rnarle 
from the employees to the Provident Fund (PF) Commissioner within 15 days of the '~ 
cJose of every month. In case of defau lt, the PF Commissioner may recover damages 
up m 25 per cent of the arrear amount in terms of the Section- J 6 of the Act, ibid. 

IJ 

,. Mis Bhawani Enterprises. 
14.25 lakh bags multiplied by Rs. l.U9 (differe nce between Rs. 6.39 and Rs. 5.30). 
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Audit Report for tire year ended 31March2008 

It was noticed in audit that the Company, despite receipt of notices from the Provident 
Fund Commissioner and issuance (December 2005 and February 2006) of arrest 
warrant against the Managing Director, bad defaulted in remittance of CPF of Rs. 2.03 
crore collected (April 2004 to March 2008) from its employees and the matching share 
(Rs. 2.03 crore) payable by the Company_ thereon. --

Audit observed that the Company jiad received budgetary support of Rs. 3.41 crore 
from the State Government dllring April 2004 to March 2008. The conditions 
governing the release of funds stipulated, clearance of current GP/CP Fund including 
the matching share payable by the Company, as the fust charge on the amount so 
released. It was, however, observed that out of Rs. 3.41 crore, the Company paid only 
Rs. 1.47 crore (Rs. 76 lakh: 2005-06; Rs. 71 lakh: 2006-07) towards clearance of the 
CP Fund liability and unauthorisedJy diverted the remaining amount of Rs. 1.94 crore 
towards payment of salary/wages to its staff. Consequently, the amount of default 
increased from Rs. 2.41 crore as on March 2004 to Rupees five crore as on March 
2008. 

The Management stated (July 2008) that due to the acute financial hardship, the 
liability bad accumulated. It was further stated that the Government had been requested 
for placement of adequate funds for the said purpose. The reply of the Company, also 
endorsed (August 2008) by the Government, is not acceptable, as the Company should 
have taken prior approval of the Government for diversion of funds. Non-remittance of 
amount to the PF Commissioner contravened the provisions of CP Fund Act, ibid and 
attracted imposition of penalty up to Rs. 1.25 crore, besides violating the 
aforementioned conditions attached with the sanctions. 

J ammo/Srinagar 

The 0 6 JAN 2009 

New Delhi 
The 

0 9 JAf~ 2tl99 

~ 
(D. J. Bhadra) 

Accountant General (Audit) 
Jammu and Kashmir 

Countersigned 

~ 
(Vinod Rai) 

Comptroller and Auditor General of India 

194 



Appe:n.dices 





Appendices . 
iH"@Mfh'# w4 

Appendix~l.1 
•' •• 1 _·- - • ••• • • 

(Reference: Paragraph; Ll; Page: 1) 
I ;- • 

. : .· - . ' 

· Part-A StructP.re anclForm of Government Accounts 

Structure of Government Accoii~ts ·. 

Consolidated· Fund 
' ' ' 

AH receipts of the State Govemtnent from revenues, loans and recoveries of loans go into 
Consolidated Fund constituted under Sectiori 115 of Constitution of Jammu and Kashmir. All 
expertditure of the Government is incurred. from this Fund from which no amount can be 
drawn· without authorisation froin the State. Legislature. This part consists of two main 

·divisions, .namely Revenue Accdunt (Revenue ,Receipts and Revenue expenditure) Capital 
Account (Capital Receipts, Capit~l expenditure,. Public Debt and loans, etc.) 

Part~U: Contingency Fund· 
.. . . . . . .. ,· . I . . . . . . . . . .. . . 

The Contingency Fund created under Section 116 of the Constitution of Jammu and Kashmir 
is in thenature of an imprest plac~d at the disposal of the Oovernor of the State to meet urgent 
unforeseen expenditure pending ;authorisation·. froin the State Legislature. Approval of the 
State Legislature is subsequently obtained for such expenditure and for transfer of equivalent 
amount from'the Consolidated Fund to Contingency F,und. The corpus of this Fund.authorised 

- . . . I .· ' . " 

by the Legislature during the year was Rs. one crore: ··· 

P~rt•III: Publi~ Account 

Receipts. arid disbursements in: respect of small savings, provident funds, deposits, reserve 
funds, suspense, remittances, etcl which do· not form part of the Consolidated Fund, are 
accounted for in Public Account and are not subject to vote by the State Legislature. 

i 
. I 

I 
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Appendix-1.1 
Part-B Layout of Finance Accounts 

(RefeJrence: Paragraph: 1.1; Page: 1) 

Statement No. 1 Presents the Summary of Transactions of the •. State Government Receipts and 
Expenditure, Revenue and Capital, Public Debt Receipts and Disbursements, etc. in 
the Consolidated Fund, Contingency Fund and Public Account of the State. 

Statement No. 2 Contains the Summarised Statement 
expenditure to the end of currerit year. 

of Cap!tal outlay showing progressive 

Statement No. 3 Gives Financial results of Electricity Schemes and irrigation Works, their revenue 
receipts, working expenses and maintenance charges, capital outlay, net profit or 
loss, etc. 

Statement No. 4 Indicates the Summary of Debt position .of the: State, which includes borrowings 
from Internal Debt, Government of India, other obligations and servicing of debt. 

Statement No. 5 Gives the Summary of Loans and Advances given by the State Government during 
the year, repayments made, recoveries in arrears, etc. 

Statement No. 6 Gives the Summary of Guarantees given by tne Government for repayments of 
loans, etc. raised by the Statutory Corporations, Local Bodies and Other Institutions. 

Statement No. 7 Gives the Summary of Cash Balances and Investments made out of such balances. 

Statement No. 8 Depicts the Summary of Balances under Consolidated Fund, Contingency Fund and 
Public Account as on 31 March 2008 .. 

Statement No. 9 Shows the Revenue and Expenditure under different heads for the current year as a 
percentage of total revenue/expenditure. ; 

Statement No. 10 Indicates the distribution between the Charged and Voted expenditure incurred 
during the year. : 

Statement No. 11 Indicates the detailed account of Revenue Receipts by Minor heads. 

Statement No. 12 Provides Accounts of Revenue Expenditure by· Minor heads tinder, Non-Plan and 
Plan separately and Capital Expenditure, Major Head wise. 

StatementNo. 13 Depicts the detailed Capital Expenditure incurred during and to the end of the 
current year. 

Statement No. 14 Shows the details of investment of the State Government in Statutory Corporations, 
Government Companies, other Joint Stock C9mpanies, Cooperative banks and 
Societies, etc. up to the end of the current year. 

Statement No .. 15 Depicts the capital and other expenditure to the end of the current year and the 
principal sources from which the funds were provided for that expenditure. 

Statement No. 16 Gives the detailed account of Receipts Disbursements and balances under heads of 
· account relating to Debt, Contingency Fund and Public Account. 

Statement No, 17 Presents the detailed account of debt and othef interest bearing obligations of the 
Government. 

Statement No. 18 Provides the detailed account of Loans and Advances given by the Government of 
Jammu and Kashmir, the amount of loans repaid during the year, the balances at the 
end of the year and the amount of interest receiv~d during the year. 

Statement No. 19 Gives the details ofbala:nces of Earmarked Funds. 
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Appendix~l.1 

Part-C 

(Reference: Parag:raph: 1.3; Page: 4) 
. . ! ' 

List of terms used ih the Chapter-I arid basis for their calculatiion 

Terms Basis· for calculation 
Buoyancy of a parameter Rate of Growth of the 12araii1eter 

I 
GSDP Growth . . 

Buoyancy of a parameter (X) with Rate of Growth of the 12arameter (X) 
respect to another parameter (Y) Rate of Growth of the parameter (Y) 
Rate of Growth (ROG) [(Current year Amount/previous year Amount)-

i 1]*100 
Development Expenditure Social Services+ Economic Services 
Average interest paid by: the State Interest payment/[(Amount of previous year's Fiscal 

Liabilities+ Current year's Fiscal liabilities)/2]*100 

Weighted Interest rate (/w) lw= :t Ii Wi' where Ii is the rate of 
i 

I 

I 

interest on the ith stock of debt and wi is the I 

share of ith stock- in the total debt stock of the 
State.· 

Interest spread GSDP growth-Weighted Interest rates 
Inte\est received as per qent to . Interest received [(Opening balance+Closing 
Loans Advanced ~ balance of Loans and Advances)/2]* 100 
Revenue Deficit Revenue Receipt-Revenue Expenditure 
Fiscal Deficit Revenue Expenditure+ Capital Expenditure+ Net 

Loans and Advances-Revenue Receipts-
Miscellaneous Capital Receipts 

Primary Deficit '·.· I ,,: -·Fiscal Deficit-Interest payinents 
Balance from Current Revenue Revenue Receipts minus all Plan grants and Non-
(BCR) Plan Revenue Expenditure excluding debits under 

2048-Appropriation forReduction or Avoidance of 
Debt 

! 
' 

197 



Appendices 

Appendix 1.2 
(Reference to Paragraph: 1.3; Page: 4) 

Abstract of Receipts and Disbursements for the year 2007-08 
(R upees in crore 

Receipls Disbursemenls 

2006-07 2007-08 2006-07 
Non-Plan 

2007-08 

Plan Total 

Section-A: Revenue 

11182.03 I. Revenue 13277.04 10614.05 I. Revenue 11666.10 523.20 12189.30 12189.30 
Receipts Eicpenditure 

1798.97 T:u revenue 2558.18 4653.53 ~neral Services 5560.54 63.04 5623.58 

2881.12 Social Services 2553.36 293.95 2847.31 

632.53 Non-tax 807.98 1153.91 Education, Spons, I 124.98 145.49 1270.47 
revenue An and Culture 

555.29 Health and Family 555.50 45.99 601.49 
Welfare 

14 I 3.43 State's share 1775.01 488.24 Water Supply, 605.17 9.19 6/.1 36 
of Union taxes Sanitation, 

Housing and 
Urban 
Development 

14.41 1 nformation and 13.85 2.20 16.05 
Broadcasting 

3016.19 Non-Plan 3039.49 37.12 Welfare of 10.02 20.36 30.38 
grants Scheduled Castes, 

Scheduled Tribes 
and Other 
Backward Classes 

20.83 Labour and 9.90 13.33 23.23 
Labour Welfare 

3782.33 Grants for 4630.16 603.35 Social Welfare 224.26 57.39 281.65 
State Plan and Nutrition 
Schemes 

7.97 Others 9.68 - 9.68 

538.58 Grants for 466.22 
Central and 
Centrally 
Sponsored 
Plan Schemes 

- Grants for - 3079.40 Economic 3552.20 166.21 3718.41 
Special Plan Services 
Schemes 

597.55 Agriculture and 622.34 38.99 661.33 
Allied Activities 

187.57 Rural 78.81 85.34 164.15 
Development 

I 16.43 Special Areas 179.81 179.81 
Programmes 

211.39 Irrigation and 220.99 14.55 235.54 
Flood Control 

1675.42 Energy 2181.33 2181.33 

116.37 
Industries and 

121.66 1.21 122.87 Minerals 

50.47 Transpon 50.25 50.25 

Science, 
15.68 Technology and 11.17 5.79 16.96 

Environment 

108.52 
General Economic 

85.84 20.33 106. 17 Services 
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Receipts 

2006-07 

UJ82.03 

II.Revenue 
deficit 
carried over 
to Section -B 

84.78 m. Opening 
Cash balance 
including 
Permanent 
Advances· 
and Cash 
Balance 
Investment 

IV.Misc. 
Capital 
receipts 

.. 

2007-os 

; 
I 
I 

.!3277.04 ·. 

108.24 

I 
! 

I 

'i 
i 

.i 
' 1·· 

I 

I 
I 
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2006-07. 

II.Revenue 
·Surplus carried · 

567
•
9
·
8 

over to Section~B 

Total Section-I\· 

Section-B 

2456.30 m. Capital 
Outfay 

57.42 General Services 

829.12 Social Services 

142,81 Education, Sports, 
Art and Culture 

184.03 Healih and Family 
Welfare 

472.08 Housing & Urban 
Deveiopment 

0.54 Information and 
Broadcasting 

2.91 Welfare of 
Scheduled Castes, 

·Scheduled Tribes 
and Oilier 
Backward Classes 

24.75 Social Welfare 
and Nutrition 

2.00 Other Social 
Services 

1569.76 !Economic 
Services 

· 179.51 · Agriculture and 
Allied Activities 

107.i3 Rural 

0.72 

114.04. 
·.· 

487.66 

Development 

Speciill Areas 
Programmes 

Irrigation and 
Flood Control 

Energy 

69.27 Industries and 
Minerals 

454:17 

156.66 

Transport 

Science, 
Technology and 
•Environment 

General Economic 
Services· 

199 

JI>isbmrsements 

2007-08 

Non~IPla1111 IPlan Total 

1087.74 

13277.04 

75.78 36411.25 3717.03 37U7.03 

20.22 ·. 941.33 114.55 

66.24 1055.62 H21.86 

12.43 142.86 155.29 

1.56 204.25 205.81 

5.71 620.77 626.48 

0.99. 0.99 

0.32 2.46 2.78 

4.68 72.13 76.81 

41.54 12.16 53.70 

(-) 10.68 2491.30 2480.62 

(-) 42.86 95.02 52.16 

0.37 77.75 78.12 

(-) 0.21 139.22 139.01 

174.45 174.45 

665.33 665:33-

93.78 93.78 

965.90 969.48. 

2.77 2.77 

28.44 277.08 305.52 

\ 



Appendices 
i!Wf*H· Ql'ffi<+ilfiii•ut·Hf!h'"'.., d•Mffi»fr"B\f·w•MM0d.W • •fo!ll lltjl!!~·SHP +4i""¥¥W¥•@NE4 ;;g @¥r·§-e £?Ai§jfrU1ffi.,-·-c·•·EiW"'ffik"P¥2< 1 ¥¥& 3 +"'c546d 

Receipts 

2006-07 

2.04 V. Recoveries 
of Loans and 
Advances 

0.02 Industries and 
Minerals 

- Energy 

1.69 Government 
·servants 

0.33 Others 

567.98 VI. Revenue 
surplus 

1543.81 VU. Public 
debt receipts 

1452.84 Internal debt 
other than 
Ways and 
Means 
Advances and 
Overdraft 

8.51 

82.46 

0.39 

Loans and 
Advances 
from GOI 

Net transac
tions under 
Overdrafts 
fromJ&K 
Bank 

vm. 
Appropriatio 
n to 
Contingency 
Fund 

IX.Amount 
recouped to 
contingen-cy 
fund 

25598;80 X. Public 
Account 
receipts 

990.59 Small Savings 
and Provident 
Funds 

41 I.03 Reserve Funds 

1322.75 Deposits and 
Advances 

315.50 Suspense and 
Miscellaneous 

22558.93 Remittances 

.· 

0.01 

1.43 

0.45 

2831.15 

17.15 

1003.80 

183.13 

1852.74 

198.47 

I. 26267.71 

2007-08 

1.89 

1087.74 

2848.30 

0.01 

·29505.85 

2006-07 

43.89 IV. Loans and 
Advances 
disbursement 

17.25. Industries and 
Minerals 

17.28 Transport 

0.60 Government 

8.76 

4103.76 

servants 

Others 

V. Revenue 
deficit 

VI. Repayment 
of Public Debt 

271.21 Internal debt other 

132.55 

than Ways and 
Means Advances 
and Overdraft 

Repayment of . 
loans and 
advances from 
GOI. 

Net transactions 
u~der Ways and. 
Means Advances 
including· 
Overdrafts 

VII. 
Appropriation to 
Contingency 
Fund 

OJ.4 VIII-
Expenditure 
from 
Contingency 
Fund · 

24785~47 IX-Public 

564.33 

. Account 
disbursements 

Small Savings and 
Provident Funds 

259.16 Reserve Funds 

1239.27 Deposit~ and 
Advances 

368.35 Suspense and 
Miscellaneous 

22354.36 

108.24 

Remittances 

X. Cash balance 
at the end 

30.95 Cash iii treasuries 
and local 
remittances 

30.11 Deposits with 
Banks 
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Disbursements 

. Non-~lan ·• 

· .. 

i 

: 

! 

: 

I 

! 

2007-08 

Plan Total 

.· 

.. 

.· 

18.16 

16.93 
. Q.64 

··.· 

558.23 
'.•

·':··· 

' .. 
' .. 7.4,68 

· .. ··'·. 

--- . .' 

.. · ···-: 
'· 

53.36 •. 

1636.75 

402.27 

26156.09 ,; 

37.96 

27.36 

38.27 

772.14 

.. ·.·. 

.0.13 

28910.69 

113.77 
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Receipts Disbursements 

2006-07 2007j08 2006-07 
2007-08 

Non-Plan Plan Total 
I (-) 1.07 Departmental cash 0.20 I 
i b;ilance inclu.ding 

permanent 
; advances 

37.39 Cash balance 37.39 
investment 

I 
10.86 Reserve fund 10.86 

investment 

27797.80 Total Section-B 33552.03 27797.80 Total Section·B 33552.03 

Explanatory Notes 
l. The abridged accounts in the foregoing statements have to be read with comments and explanations in the Finance 

· Accounts. I . 
2. Government accounts being maiAiy on cash basis: the deficit on Government account indicates the position on cash. 
basis, as opposed to accruai basis in cbmmercial accounting. Consequently, items payable or receivable or items like 

I . 

depreciation or variation on stock figures etc. do not figure in the accounts. 
· 3. Suspense and Miscellaneous balances include cheques issued but not paid and payment~ made on behalf of the 

State and others pending settlement, etc.: . 
· 4. ·There was a difference of Rs. 0.83.Iakh·betwee~ the figures reflected in the accounts under cash in Banks and the 

figures conveyed by.the Finance Departinent. The difference was under reconciliation (July 2008). 
. I 

! 

' 

I 
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AppeJllldix 1.3 
· (Refe1rel!1lce fo Paragraph: 1.3; Page:(4) 

Sources aimcll appUcadrnrns o:f foimrlls! 
: (R upees m crore 

. 
2006-07 Sornrces 

: 
2007-08 ·. I 

U:Il.82.03 1. Revenue receipts ' :Il.3277;041 ·. 

2.041 2. Recoveries of Loans and Advances 
'. 

1.89 i 
:Il.057.59 3. Net receipts from Public Debt other 2150.841 

than Overdraft \. 

82.46 4. Net receipts from overdraft -
813.33 ,5. Net receipts from Public Account: 

J 
595.16 

426.26 (i) Net receipts from Small Savings, : 
341.58 

· ·· Provident funds, etc, : 

83.48 (ii) Net effect of Deposits and·· : 215.99 
. Advances : 

. 151.87 (iii) Net receipts from Reserve Funds 
. 

129.77 

(-) 52.85 (iv) Net effect of Suspense and ·· : .H 203.80. 
Miscellaneous· transactions· 

204.57 (v) Neteffect of Remittarice 
transactions.· 

1·· 
. 111.62 

,. 

0.25 6. Net amount n.:!couped to Ii -
contingency fund after deducting.the 

. expenditure 

- . 7, Utilisation of .casb balance i -
. ,. ll3137.70 .. 'fl!)taH: ' ll.60241.93 

AJPiplii~tionii · L .. 

ll06H.05 JI. •. R.eveimlllle expelllldipure ... 
: U189.30 

413;89 2, Lending for developmental and : 38.27 
other purposes 

24156.3() 3; Capi~l expenditure· i 3717.03 

- 4;.Net repayment of overdfaft . 74.68 

5. Expenditure met from Contingency 
J 

0.13 - ; 
'· 

Fund but not. recouped I 
- .. 

... - 6. Appropriation to Contingency Fund -
.. 

i 23.416 7 .. Increase .. in closing cash balance 5.52 

13137.70 Totall 
I 16024.93. . ~- - ' 
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Appendix 1.4 
• I . 

(Reference: Paragraphs: 1.3 & 1.7; Pages: 4 and 21) 
Summarised financial position: of the Government of Jammu and Kashmir as on 
31March2008 

(R upees m crore 

A•+;MM 

Ason· · As on 
· 31 March 2007 31March2008 

I 
Liabilities l 

8765.57 Internal Debt 10963.81 
.' 3384.23 Market Loans bearing interest 5483.99 

647.22 Loans from LIC 690.31 

2604.22 Loans from other Institutions 2734.29 

2129.90 Overdraft from Jammu and Kashmir Bank 2055.22 

3384.35 Loans and Advances from Central 3262.28 
Goverri.ment -

225.80 Pre 11984-85 Loans 198.62 
1081.34. Non-Plan Loans i074.35 

1904.30 Lo~ns for State Plan Schemes 1809.69 

91.52 Loans for Central Plan Schemes 91.52 

72.14 Loans for Centrally Sponsored Plan Schemes 78.85 

9.25 Ways and Means Advances 9.25 

0.81 Contirigency Fund ·. 0.70 

3953.22 Small Savings, Provident Funds, etc. 4294.80 

1074.21 Reser~e Funds· ·1203.98 

1424.78 Deposits 1641.14 
' 3011.45 . Remittance Balances 3123.07 

2403.65. Surplus on Government Account 3491;39 

.1835.67 Re~enue surplus ending 2006-07 2403.65. 

567.98 Revenue Surplus 2007-08 1087.74 

24018.04 Total:: 27981.17 

Assets 

22548.41 t. Gross ~apital Outlay on Fixed Assets 26265.44 
.... 

Investments in shares of Companies, 355.77 356.97 
Corporations, etc. 

22192;64 ·. Ot~er Capital Outlay 25908.47 

943.82 Loans and Adv~nces 980.W 

402.75 Indµstries arid Mineral~ 420.91 

282.85 Transport 299.78 .. 
85.05 En~rgy 85.05 

43.16 Agrlculttire and Allied Activities ... 43.12 

107.89 · ·· · ···Other Development Loans· 110.01 

22.12 LoJns to Government servants and 21.33 
Mi~cellaneous Loans 
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As on As on 
31 March 2007 31 March 2008 

Assets (Continued) 

7.96 Advances 8.34 

409.61 Suspense and Miscellaneous Balances 614.07 

- Appropriation to Contingency Fund -
- Amount written off from Heads of accounts (-) 0.65 

closing to balances 

108.24 Cash 113.77 

30.95 Cash in Treasuries and Local Remittances 37.96 

30. 11 Depos ts wi th Bank 27.36 

(-) 1.1 9 Departmental Cash Balance 0.08 

0.12 Permanent Advances 0. 12 

37.39 Cash Balance Investments 37.39 

10.86 Rese~e Fund Investments 10.86 

- Deficit on Government Account: -
24018.04 Total 27981.17 
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Appendix 1.5 

(Reference to J»aragraph: 1.3; Page: 4) 
! 

Si±Nlf¥4'-

Time series data on State Government Finances 

2002-03 . 2003-04 2004-05 

Part-A Receipts 

1. Revenue Receipts . I 

! 

(i) Tax Revenue 

Taxes on sales, trade, etc. · 

State Excise · 

Taxes on vehicles 

Stamps and Registration fees 

Land Revenue 

Other Taxes 

(ii) Non Tax Revenue 

(iii) State's share of Union taxes and ! 
duties 

(iv) Grants-in-aid from GOI 

·2. Miscellaneous capital receipts 

3. Total revenue and non-debt 
capital receipts (1+2) 

4. Recoveries of Loans and 
Advances 

5. Public Debt receipts 

Internal Debt (excluding Ways 
and Means Advances and 
Overdraft) 

' ! 

Net transactions under Ways and 1 

Means Advances and Overdraft 

LOans and advances from GOI& 

6. Total receipts in the 
Consolidated Fund (3+4+5) 

7. Contingency Fund receipts 

8. Public Account receipts 

9. Total receipts of the State 
(6+7+8) 

Negligible 
Includes Ways and Means Advances 

7548 

1033 
(14) 

536 
(52) 
223 
(22) 

34 
(3) 

26 
(2) 

3 
n 

211 
(21) 

865 
(11) 
685 
(9) 

4965 
(66) 

7548 

82 

1390 

811 

579 

9020 

-* 
16830 

25850 

8212 

1170 
(14) 
674 
(58) 
205 
(18) 

38 
(3) 

34 
(3) 

3 
(*) 

216 
(18) 

633 
(8) 

817 
(10) 

5592 
(68Y 

8212 

4 

1854 

970 

165 

719 

10070 

1.33 

8866 

1351 
(15) 

804 
(60) 
272 
(20) 

42 
(3) 

39 
(3) 

11 
(1) 

183 
(13) 
641 
(7) 

934 
(II) 

5940 
(67) 

8866 

19 

1799 

1295 

180 

324 

10684 

0.49 

19049 19120 

29120 ' 29804 

205 

" (Ruoees in crore 
2005~06 2006~07 2007-08 

10315 

1627. 
(16). 

1014 
(62) 
219 
(14) 

49 
(3) 

46 
(3) 

4 
(*) 

295 
(18) 

536 
(5) 

1135 
(11) 

7017 
(68) 

10315 

36 

253(j 

2205 

320 

11 

12887 

0.61 

22632 

35520 

11182 

1799 
(16) 

1159 
(64) 
213 
(12) 

64 
(4) 
57 
(3) 

3 
(*) 

303 
(17) 
633 
(6) 

1413 
(13) 

7337 
(¢i5) 

11182 

2 

1544 

1453 

82 

9 

12728 

0.39 

25599 

38327 

ll.3277 

2558 
(19) 

1805 
(71) 

. 244 
(10) 

73 
(3) 

66 
(2) 

9 
. (*) 

361 
(14) 

808 
(6) 

1775 
(14) 

8136 
(61) 

1132-77 

2848 

2831 

17 

1161127 

lb.OJI. 

29506 

45633 
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2002-03 

Part-B Expenditure/disbursement 

10. Revenue Expenditure 7180 
(80) 

Plan 896 
( 12) 

Non-Plan 6284 
(88) 

General Services (including 3154 
interest payments) 

(44) 

Social Services 176/ 
(24) 

Economic Services 2265 
(32) 

Grants-in-aid and contributions -
11. Capital Expenditure 1421 

(16) 

Plan 1339 
(94) 

Non-Plan 82 
(6) 

General Services 56 
(4) 

Social Services 331 
(23) 

Economic Services 1034 
(73) 

12. Disbursement or loans and 340 
advances (4) 

13. Total (10+11+12) 8941 

14. Repayment or Public Debt 422 

Internal Debt (excluding Ways 59 
and Means Advances and 
Overdraft) 

Net transactions under Ways and I 
Means Advances and Overdraft 

Loans and Advances from 362 
Government of Indii 

IS. Appropriation to Contingency Nil 
Fund 

16. Total disbursement out or 9363 
Consolidated Fund (13+14+15) 

17. Contingency Fund 0.22 
disbursements 

18. Public Account disbursements 16673 

19. Total disbursements by the 26036 
State (16+17+18) 

Rs. 1,880.48 crore rounded Lo Rs. 1 881 crore 
Negligible 
Includes Ways and Means Advances 

2003-04 

7754 
(80) 

947 
(12) 

6807 
(88) 

3373 

(43) 

1828 
(24) 

2553 
(33) 

-
1ss1• 

(19) 

1642 
(87) 

239 
( 13) 

68 
(4) 

487 
(26) 

1326 
(70) 

68 
(1) 

9703 

1332 

112 

-

1220 

Nil 

11035 

1.43 

18106 

29142 

206 

2004-05 2005-06 2006-07 2007-08 

8304 9921 10614 12189 
(79) (76) (81) (77) 

1065 11 96 833 523 
( 13) ( 12) (8) (4) 

7239 8725 9781 11666 
(87) (88) (92) (96) 

3287 3682 4654 5624 

(40) (37) (44) (46) 

1996 2656 2881 2847 
(24) (27) (27) (23) 

302 / 3583 3079 3718 
(36) (36) (29) (3 I ) 

- - -
2180 3020 2456 3717 
(20) (23) (19) (23) 

2088 2906 2346 364 1 
(96) (96) (96) (98) 

92 114 11 0 76 
(4) (4) (4) (2) 

59 58 57 /15 
(3) (2) (2) (3) 

550 656 829 /122 
(25) (22) (34) (30) 

1571 2306 1570 2480 
(72) (76) (64) (67) 

66 53 44 38 
(1) (1) (J.) (J.) 

10550 12994 13114 15944 

1004 1226 404 772 

208 1098 271 558 

- - - 75 

796 128 133 139 

Nil 1 Nil Nil 

11554 14221 13518 16716 

0.47 0.04 0.14 0.13 

18251 21297 24785 28911 

29805 35518 38303 45627 
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2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 

Part C; Deficits ! 

20. Revenue Surplus ( + )/Deficnt (-) (+) 368 (+) 458 (+) 562 (+) 394 (+) 568 <:+-) rns8 
(1-10) ·. 

21. Fis.cal Deficit (3+4-13) (-) 1311 (-) 1487 (-) 1665 (-) 2643 (-) 1930 {-) 2665 
'. 

22. Primary Deficit (21-23) · (-) 216 (-) 241 (-) 562 (-) 1528 (-) 143 H229· 

Part D. Other data ! 

23. Il!llterest Payments (included in 1095 1246 1103 Ull.5 1787 24136 
1revenue expenditure) (15) (16) (13) (U) (17) (11.9) 

24. Arrears'I' of Revenue . 733 1454 850 920 992 JI.OU 
(percentage of Tax and non~ Tax (39) (81) (43) (43) (41) (30) ,-
Revenue Receipts) 

2~. Financial Assistance to local 199 166 236 274 331 361 
bodies, etc. I 

26. Ways and Means 
! 

365 366 365 365 365 366 
Advances/overdraft availed 

(days) 
! 

27. Interest on WMA/Overdraft 
I 

138 127 132 138 1841 221 

28. Gross State Domestic Product I 20326 22194 24265 26537 29030 31793 
(GSDP") 

29; Outstanding debt" (year end) i 8382 8904 9699 11010 12150 11.4226 

30. Outstandi~g~ guarantees (year i 1231 1612 1914 1959 2565 2807 
. end) ~· 

31; Maximum amount guaranteed I 1574 1969 2878 4720 3245 33®8 
(year end) 

32. Number of incompiete projects . 
I 

132 194 219 348 ·186 88 

33. Capital blocked in incomplete I 603 757 1036 1717 882 365 , 
projects. i 

(Percentage m brackets) 

Arrears during 2004-05 to 2007-08 on account of tax revenue only. . 
· Figures of GSDP are based on information supplied by. the State Government. GSDP figures for 2006-07 are based 
on quick estimates and for 2007-98 on advanced estimates. 
Includes internal debt and loans and advances from Central Government orily. 

Excludes information in respect ~f three private firms and four cooperative so~ieties during 2004-05 to 2007-08 .. 
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Append.ix 1.6 · · 
(Reference: Paragraph: :E..6.5; Page: 20) 

Statement of wantjng utilisation certificates in respect of grarits paid upto 2006-07 

Name of Department Year of ~ Certificates awaited 
disbursement No: (Rs. in lakh) 

Revenue Expenditure ; 
i 

General Education 2005-06 to 2006-07 6143 73,507.26 
Housing and Urban Development 2005-06 to 2006-07 

' 1593 63,149.31 
Health and Medical Education 2005-06 to 2006-07 406 831.34 

Law and Justice 2005-06 to 2006-07 i 241 873.69 

Social Welfare 2005-06 to 2006-07 441 447.14 

General Administration 2005-06 to 2006-07 165 1205.87 

Tourism 2005-06 to 2006-07 83 1,416.17 

Art and Culture 2005-06 to 2006-07 119 . 11,285.44 

Public Works 2005-06 to 2006-07 16 1.76 

Agriculture Research and Education 2005-06 58 8,702.35 

Information 2005-06 119 2.05 

Village and Small Scale Industries 2005-06 103 1,660.95 

Animal Husbandry 2005-06 17 207.50 

Welfare of SC/ST 2005-06 to 2006-07 8 119.40 

Ladakh Affairs 2005-06 l 30 41.03 

Agriculture ·2005-06 I 236 17;069.50 
' 

General Economic Services 2006-07 I 12.00 

Cooperative 2005-06 5 1.78 

State legislature 2005-06 to 2006-07 21 9.73 

Fire services/Other Administrative Services 2005-06 to 2006-07 I 11 274.29 

Area Development 2005-06 3 0.25 

Ecology and Environment 2006-07 6 395.00 

Finance . 2005-06 i 10 24.01 

Rural Development 2005-06 6 2.61 

Family Welfare 2005-06 to 2006~07 i 5 19.40 

Minor Irrigation 2005-06 to 2006-07 : 3 0.40 
' 

Other Social Services 2006-07 ; 2 30.00 

Command Area Development 2005-06 ' 168 443.39 

Youth Services and Sports 2005-06 to 2006-07 21 1,206.00 

Capital Expenditure ! 

General Education etc. 2005-06 to 2006-07 67 2,425.98 

Other Administrative Services 2005-06 to 2006-07 4 48.85 

Cooperatives 2005-06 to 2006-07 i 16 103.00 

Tourism 2005-06 to 2006-07 . II 36.75 

Urban Development 2006-07 : ·5 702.64 i 

Village and Small Scale Industri_es 2006-07 1 25.00 

Total I 10144. · 1,86,281.84 
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Appendix 1. 7 

! . . 
(Reference to. Paragraph: 1.6.6; Paige: 21) 

Bodies which did not furnish annual accounts for 2007 ~08 and earlier years 

SI. 
No 

'I 

Name of the body • 

Section-14 

1. Srinagar Municipality 

2. Kashmir University 

3. Kashmir Urban Development Authority 

4. District Rural Development Agency 
Srinagar I · 

5. District Rural Development Agency 
Anantnag i 

6. District Rural Development Agency 
Pulwama : 

Period for which accounts awaited 

1988-89 to 2007-08 

2001-02 to 2007-08 

• 1999-2000 to 2007-08 . 

2002~03 to 2007-08 

2007-08 

2002-03 to 2007-08 

7. District Rural Development Agency Leh 2007-08 

8. District Rural Development Agency. 2002-03 to 2007-08 
Kargil 

9. Desert Development Authority Leh 2005-06 to 2007-08 

10 Desert Development AuthorityKargil ·. 2007-08 

11. Sheri Kashmir International Conference 1999-2000to 2007-08 
Centre (SKICG) Srinagar . · i 

12. Srinagar Development Authority '1999-2000 to 2007-08 

13. Institute of Hotel Managemen(Srinagar 2001-02 to 4007-08 

14. State Social Welfare Advisory Board . · 2003-04 tO 2001:.:08 

15. Islamia Colieg(! of Sci~nce · and 200i-b2 to 2007-08 
Commerce Srinagar 

16. Jairtmu and Kashmir State Hou~ing Board '2002-03 to 2007-08 

17. Lakes and Water ways Develc)pment . , 2005-06 to 2007-08 
Authority · · 1. 

18. Jammu Municipality 
1 

2002-03 to 2007-08 

19. Jammu Urban Development Artthority 2003-04 to 2007-08 

20. Academy of Art Culture and Language 2003-04 to2007-08 

21. District Rural Development Agency 2003-04 to 2007-08 
Jammu · · · 

22. . District Rural Development Agency 
K~thua ·· · ·· ·· · : ·· 

2005-06 to 2007-08 

23.· · District.Rural Development Agency 2006-07 tci 2007-08 
Udhampur . I • 

24. District Rural Development Agency 
·poonch i · . 

2003-04 to 2007-08 
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Number oft' 
accounts 

20 

7 

9 

6 

' 1 

6 

6 

3 

9 

9 

7 

5 

7 

6 

3 

6 

5 

5 

5 

3 

2 
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25. District Rural Development Agency 2002-03 to 2007-08 6 
Rajouri. · : 

26. District Rural Development Agency 2003-04 to 20b7-08 5 
Doda ' 

27. ·Jammu Development Authority 1972-73 to 2007-08 .36 
28. State Pollution Control Board 1995-96 to 2007-08 . 13 
29. Jammu and Kashmir Sports Council 2003~04 to.2007"'.08 5 
30. Jammu · and Kashmir En.ergy 2003~04 to 2007-08 5 

Development Agency 
31. Jammu Universjty 2002-03 to 2007-08, 6 
32. District Rural Development Agency 2007-08 : ' 1 '. 

Budgam I 

'. 

33. District Rural Development Agency 2006.;07 to 2007-08: · 2 
Baramulla : 

34. District Rural Development Agency 2006-07 to-2007-08! ·2 
Kupwara 
Total ' 218 

' . . 
(Note: Variation fo the number of awaited accounts in respect of bodies at serjal nd l,2,5;7,10,18,l 9,20,21,30 and 31 
with the previous years Audit Reports have been rectified) · · · 
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Appendix 1.8 

(Refer~nce Paragraph: 1.7.3; Page: 23) 

. Statement showing year-wise'pJsition iii respect,of Proforma accounts of Departme!llltalllly 
Managed Government/Quasi commercial undertakings in the state (Position ais Ollll 

31 March.2008) · ·I. 

-:-
Year for which . 1· 

SI Name of the concern accounts are in 
Number of 

No ·.Airrears 
. accmnnts 

L Government Press Srinag~ _ 1968:.69 to 2006-0T 39 

. 2. Ranbir Government Pres~ Jammu . 1968~69 to 2006-07 39 

3. Consumer Affairs artd Public . · 1975~76 to 2006-07 32 
Distribution· Department ~rinagar 

4. Cdnsumer · .· .. Affairs and Public 1973-74 to 2006-07 33 
Distribution Department Jammu (except 1998-99) 

5 .. ·State Insurance Fund ! 1990-91 to 2006-07 17 I 

6, Government Fair Price Shop 1970-71to09/1973 03 
I (Defunct) 

7. Government Lumbering µndertaking 1978-79 to 06/ 1979 01 
(Defunct) 

8. Milk Supply Undertaking Srinagar · 1980-81to27.10.1983 03 
I (Defunct) 

9. MilkSupply Undertaking Jam mu 1981-82 to 02.12.1983 02 

i Total - 169. 

i 
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Appendix-2.1 

(Reference~ Paragraph: 2.3; .Page: ~7) 

Details of excess expencllUu.re despite obtaining supplementary g:rants 

(Rupees in crore) 

SI. Name ofGra1rnt/ 
OrigillllaH Supplementary 

T<)tal Actual Excess 
No Appropriation/ grant expenditure expenditure 

I-Revenue (voted) 
! 
! 

' 
1. 12-Agriculture · 254.78 41.10 295.88 322.14 26.26 

2. 14-Revenue 263~15 40.15 303.30 363.08 59.78 

3. 15-Consumer Affairs and 2.81 .. 0.29 ~.10 3.49 0.39 
Public Distribution 

4. 16-Public Works 316.88 29.83 34~.71 364.47 17.76 

Total- Revenue (voted) 837.62 111.37 948.99 1053.18 104.19 

II-Revenue (charged)· 

5. 8-Finance 1252.00 780.11 2032.11 2435.36 403.25 

Total-Revenue (charged) 1252.00 780.11 2032.:U 2435.36 403.25 

ID-Capital (voted) 

6. 16-Public Works 631.25 113.00 744.25 1051.24 306.99 

7. 20-Tourism 80.25 4.90 85.15 109.82 24.67 -
8. 26-Fisheries 7.40 0.60. 8.00 ·8.74 ·o.74 

Total- Capital (voted) 718.90 118.50 . 837.40 · .. 1169.80 332.40 

Total (I+II+U:I) 2808.52 1009;98 38t8.5o . 4658.34 839.84 
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Appendix~2.2 

(Reference: Paragraph:.2.4; Page: 38) . · 

Year-wise details of excess e:lii::penditure for the years 1980-81 to 2006-07 pending wi1l:Iln 
Finance Department f ~r reguhirisation 

. I . 

Year 

1980-81 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

1986-87 

1987-88 

1988-89 

1989-90 

1990-91 

1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

1997-98 

1998-99 

1999-2000 

2000-01 

2001~02 

2002-03 

2003-04 

2004-05 

2005-"06 

2006-07 

; 

No. of Grants/ i 
Appropriations 

16 

13 

10 

12 

10 

10 

15 

17 

14 

9 

II 

13 

14 

17 

14 

19 

18 

16 

GranUAppropriation No. 

1,5,6,7,8,9,12, 13,14, 16, 18, 19,20,21,22,23 

1,3,5,6,8,13,14,16,18,19, 20,21,23 

6,8,9, 12, 14, 18, 19,21,22,23 

1,5,6,7,8,14,18;19,20,21, 22,23 

1,6,8,10, 14, 16,18.19,21,23 

1,4,6, 10, 17, 18, l 9 ,22,23 ,26 

l,2,4,6,7;8,10,13,18,19,20,22,23,25,26 

1,2,3,5,6,8,10,12,13,18,19,21,22,23,24,26,27 . 

1,2,8,9,10,12, 13, 15, 17, l 8. 22,23,26,27 

1,7,8,l 1,12,20,21,23,24 

1,2,5,8,l 2,17, l 9,21 ,23,25,26 

1,2,5,7,8,11,12,14,21.22, 23,26,27 

1,4,5,8,10,11,12,14,16;20, 21,23,24,26 

2,3,5,8, 10, 12, l 3, 14, l 7, l 8, 20,21 ,22,23,24,26,27 

5,6,8,9,10,12,13,14,20,21, 23,24,26,27 

2,5,6,8,9,10,11,12,13,16, 17' 18,20,21,23,24,25,26,27 

2,4,5,6,8,10,11,12,13,14, 16,18,20,21,23,24,26,27 

1,2,4,6,8,9,12,13,16,18,21,22,23,24,26,27 

6 i 4,5,6,8,23,27 

12 2,3,6,8,9,12,17, 18,20,23,24,26 

II 1,6,8,9,12,16,18,23,25, 26, 21 

15 3,5,6,8,l l,17,18,20,21,23,25,26,27,28,29 

15 3,5,6,7,8,12,14,l6,17,18,21,23,25,26;28 . 

18 3,5,7,8,12, 13, 14, 15, 16, 17' 18,20,21,23,24,25,26,28 

15 3,6,8,9, 12, 14, 15, 16, 18,20,25,26,27 ,28,29 

16 3,5,8, 10;12,15, 16,17,18, 20,21,23,25, 26,27,28 

. 14 8,12,14,15,16,17,18,20,21,23,25,26,27,28 

I T<>tal: 

.i 

. 213 

Amount· 
(Rupees in 

crnre) 

227.90 

41.99 

119.74 

176.75 
.. 

65.42 

"19.64 

104.22 

.177.3:2 
., 

438A2 

205.23 

427.72 

1,152.23 

1,029.71 

1,730.03 

2,057.49 

2,936.89 

3,482.20 

4,189.21 

4,185.25 

5,851.08 

. 6,310.25 

6,393.41 

505.61 

9,770.53 

2,l0~.42 

12.?54.06 

2150.03 

68810.75 
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Appendix-2.3 

(Refell."ence: Paragraph: 2.5; Page: 38) 

Cases of unnecessary supplementatry grant/appropriation. 
- :.·. 

(R .upees .m crore 

SI Name of Grant or 
Amount of Grant/Appropriation 

No Appropriation Original Supple-
T~tal 

· Actual 
Saving mentary 

' 
Expenditure 

I- Revenue ( votetrll) : 
' 

1. 2-Home 1392.57 82.18 1474.75 1268.77 205.98 

2. 4-Information 18.18 1.09 ' 19.27 16.05 3.22· 

3. 7-Education 1142.24 93.23 1235.47 1114.29 121.18 

4. 9-Parliamentary Affairs 16.50 0.88 ' 17.38 16.20 1.18 
' 5. 24-Hospitality and 81.06 7.74 88.80 71.87 16.93 

Protocol 

Total-I 2650.55 ].85.12 2835.67 2487.18 348.49 

II-Revenue (Charged) 
.. 

6. 10-Law 8.84 0.98 i 9.82 7.23 2.59 

Total-II· 8.84 ' 0.98 9.82 7.23 2.59 

ID-Capital (Voted) 

7. 2-Home 8.05 5.13 13.18 5.54 7.64 

8. 4-Information 1.46 0.16 1.62 . 0.99 . 0.63 

9. 7-Education 132.02 ·. 7.24 .. il39.26 110.49 28.77 

10. 15-Consumer Affairs . 763.89 29.65 . !793.54 542.11 251.43 
and Public Distribution : 

11. 17-Health and Medical 249.84 56.14 '.305.98 238.79 . 67.19 
-

Education 

12. 18-Social Welfare 121.98 35.51 JS7.49 77.52 79.97. 

13. 21-Forest 51.03 2.19 i 53.22 34.97 18.25 

14. 25-Labour, Stationery 16.63 19.53 i 36.16 1.46 34.70 
and Printing ' ' 

Total-Ill 1344.90 155.55 1500.45 1011.87 488.58 

Grand Total 4004.29 341.65 4~45.94 3506.28 839.66 
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Appendlixm2.4 

(Reference: Paragraph: 2.5; Page~ 38) 
. . . . 

Excessive supplementary grant/appropriation 

(R upees m crore 
: Amouillt of Grant/Appropriation · 

Sl. Name of Gi'ant/ 
Supple- Expelllldi-No A ppropriatiori Original .Total . §avnllllg 
mentary tu re 

Revenue (voted) I 

l. 5-Ladakh Affairs 165.47 21.20 186.67 181.41 5.26 

2. 13-Animal Husbandry 145.89 6.65 152.54 151.36 1.18 

3. 17-Health and Meqical 
592.35 32.88 625.23. 601.49 23.74 

Education ' 

4. 18'-Social Welf~e j 151.52 50.70 202.22 191.88 10.34 

5. 20-Tourism 53.09 5.85 58.94 . 54.92 4.02 

6. 23..:Public Health i . 374.06 42.16 416.22 409.17 7.05 
Engineering 

. 7. 26-Fisheries i 20.63 1.01 21.64 21.54 0.10 

Total: 1503.01 ·160.45 1663.46 16U.77 51~69 

Revenue (charged) I 
: 

·-. 

8. ·I-General 
5.19 0.75 5.94 5.60 . 0.34 

Administration · 1 ., 

Total:. . 5.19 0.75 5.94 5.60 ~.34 
I 

Capital (voted) --

9, 19..:Housing and Urban 
259.94 134.88 394.82 334.41. . 60.41 Development .· · · 

10. 23-Public Health i 164.90 247.26 412.16 292.69 119.47 
Engineering I 

Total: 4124.84 . 382.14 806.98 .621.rn 179.88 

Grand Total: 1933.04 543.34 2476.38 2244.47 231.91 
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· Appendix-2.5 

(Reference: Paragraph: 2.5; Page: 38) 

Cases where savings exceeded 10 percent of the grantand niore than Rs. one crore 
-- - - - - (Rupees in crore) _ 

-' 

SI. Amount of 
Saving Grant Numbel!" and Naine of Grant Granti Expenditure No. 

Appropriation 
(Percentage) 

I~Reveime (voted). -

' 17.72 ' 
I. I-General Administration 96.61 : 78.89 (18) ,. 

2. 3-Planning and Development 68.14 50.23 
17.91 

(26) 

3. 10-Law 81.92 47;69 
34.23 

(42) 

II -Capital (voted) 

' 20.47 
4. 1-General Administration . 50.42 ' 29.95 (41) 

5. 3-Planning and Development . 457.35 156.99 
300.36 

(66) 

6-Power Development· 1098.48. -668.48 
430.00 

6. (39) 
I 

323.00 
i 

31.74 
291.26 

7. 8-Finance (90) 

90.99 64.13 
26.86 

8. 12-Agriculture I 
' (30) 
,_ 

13-Animal Husbandry 12.20 7.18 
5.02 

9. (41) 

: 105.81 
10. 14-Revenue 120.82 15.01 

(88) 
i 

' 63.65 
11. 22-Irrigation and .Flood Control 238.40 174.75 (27) 

' 

' 55.48 
12. 27-Higher Education 101.20 ' 45.72 

- - i (55) 
i 
I 

314.99 
13. 28-Rural Development 394.14 -79.15 (80) 
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I 
Appendix~2.6 . 

(Reference: Paragraph:·2~8; Page: 39) · 

C~ses of persistent s~vings of more than 10 per cent during last 3 ·years . . 

I (R upees m crore ) 

SI. 
. . . . . ·1 . . 

No. 
, .·Name of grant/appropriation 

' I· 

I 

Revenue (voted) 

1. 4-Information 
! 

2. 'IO::. Law 
I 

: 

Revenue (charged). 

3. 9c:Padiamentary Affairs· I 
: 

Capital (voted)• 

·4; 

5. 

6. 

1: 
8. 

9. 

10. 

11. 

12.·.' 

13. 

14. 

15. 

16. 

17. 

18. ·. 

19. 

I-General Admin1stration ·I 
,. 

2-Home " 

3-Planning ll:nd Developfu_tjnL . 

.. 4-Information · 
. ' 

.' 

6-P.owerD.evelopment .·. i 
':. 

· 7-Educatiop. 

. 8-Finance i 

9~Parliamentary Affafrs •· ·. 

B~Animar Hu~bandry · 
I 

! 

· 14-Reventie · 
I . 

· l 8"'Social Welfare · : 

19-Housing and Urban Devefopm~nf 

22~Irrigation and Hbod Cohtrol .. 

25'."Labour, Stati9hery and Printing 

27-Higher Edu_¢ation 

28-Rural Dey~lpp:µtent 

I 
· .. •' 

I 

J 

: ' 

I 

.. I 
; 
I 

' i 

.. ·I, 

.. , .. 

.. 

'' 

217 ' 

Amount of.saving 
(Percentage ill brackets). 

" 

2005-06 2006-07 W07=08 

. " 

.· 2.04 (14) 2.37(14) 3.21 (l7) 

20.28 (33) 25.57 (40) 34;23 (42) 

0.18 (43) 0.31 (58) 0.15 (27) 

17.19 (69) 13.72 (38) 20.47 (41) 

50.76 (93) 6.83 (50)' .7.64 (58). 

166.97 (32). 260.63 (76) 300.36 (66) 

0.34 (24) 0~92 (63) 0.63 (39) 

3~7.89 (33) ' 507.64 (51) 430.00 (39) 

23.80 (29) 29.42 (27) 28.77(21) 

. 22.75 (89) ' 364.64(99) 291.26 (90) 

0.55 (74) 0.10(20) 0.60 (100) 
.. 

'3.74 (38) 7.03 (52) 5.03 (41) 

28.76 (90) ~ 98.67 (97) ' 105.81 (88) 
. 

•' 

• 70.70 (83) 107.59 {88) 79.97 (51) 

27.14 (24) . 106.61 (64) 60.40 (15) 

16;94 (14) 128.44 (53) 63.65 (27) 

.. · •. 15 .33 (92) .· ., ·. ·. 15.48 (93) '' 34.70 (96) 

14;21 (19) 21.16 (25), 55.48 (55) 

· ·· 86.22 (65) 285.75 (73) 314.99 (80) 
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Appendix-2.7 

(Reference: Paragraph: 2.9; 'Page: 39) 

Statement showing expenditure incurred without budget provisions under various heads/sub-heads 

(Rupees in lakh) 

S.No Grant/Head of Account Amount Amount 
I. 1-General Administration 417.75 

201 3-Council of Ministers 18.37 
2052-Secretarial General Services 4.88 
2070-0ther Administrative Services 38.97 

250 I-Special programmes for Rural Development 64.03 

3435-Ecology and Environment 281.11 

3451 -Secretariat Economics services 10.39 
2. 2-Home 938.74 

2055-Police 654.32 

2056-Jails . 284.42 

3. 3-Planning and Development 253.80 

7475-Loans for Other General Economics Services 253.80 

4. 8-Finance 2904.21 

2054-Treasury and Accounts Administration 94.71 
5465-Investment in Public Sector Undertakings and Banks 2809.50 
etc. 

5. 10-Law 2.00 

2070-0ther Administrative Services 2.00 

6. 12-Agriculture 7.27 

2406-Forestry and Wild Life 4.04 
2435-0ther Agricultural Programmes 3.23 

7. 14-Revenue 2218.08 

2029-Land Revenue 2.63 
2053-District Administration 1347.69 
2055-Police 104.76 
2235-Social Security and Welfare 58.87 
2245-Relief on account of Natural Calamities 519. 16 
4059-Capital Outlay on Public Works 167.87 
5475-Capital Outlay on other General Economic Services 17. 10 

8. 15-Consumer Affairs and Public Distribution 20.64 

4235-Capital Outlay on Social Security and Welfare 10.00 
4408-Capital Outlay on Food Storage and Warehousing 5.64 
5475-Capital Outlay on Other General Economic Services 5.00 

9. 16-Public Works 5703.30 

2059-Public Works 5703.30 
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I (R . I kh) upees m a 

S.No. Grant/Head of Account Amount Amount 

10. 18-Social ·Welfare .i 608.89 

2225-Welfare of Scheduled ·castes, S'cheduled Tribes and 607.65 
Other Backward Classes 1.24 
2236-Nutrition 

I 
I 

11. 19-Housing and Urban Development · 152.67 

4217.:Capital Outlay ort Urban Development 127.67 
7610-Loans to Government Servants etc. 25.00 

12. 20-Tourism I 121.54 

5452~Capital Outlay ort Tourism 121.54 

13. 21-Forest 298.58 

2402.:Soil and Water Conservation 8.05 
2406-Forestry and Wild Life 38.40 
4402,.Capital Outlay ori Soil and Water Conservation 252.13 

14. 24-Hospitality and Protocol ' 858.23 
4059-Capital Outlay oq Public Wor](s 858.23 

15. 25-Labour, Stationery and Printing 1469.91 
2230~Labour and Employment . 1459.79 . , . . I .. 

10.12 4058-:-Capital Outlay on Stationery and Printing 

16. 26~Fisheries 19.98 
2405-Fisheries i 19.98 

17. 27~Higher Education 2169.64 
2202-General Educatidn 2164.15 
4202-Capital · Outlay ' on Education, Sports, Art ·and 5.49 
Culture 

I 

18. 
. I 

-28.:.Rural Developmeqt 3526.65 
2501-Special programme for Rural Development 807.26 
4515-Capaital Outlay on Other Rural Development 2719.39 
Programmes ·· · · · 

19. 29-Transport •i lU.40 I 

2070-0ther Administrative Services 3.11 
4070-Capital Outlay on Other Administrative Services '108.29 

Grand Total '21803.28 
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A ppendix-2.8 

(Reference: Paragraph: 2.10; Page: 39) 

Statement showing position of grants/appropriations where savings exceeded Rupees one 
crore during 2007-08 and where savings were not surrendered at all 

Rupees in crore) 
SI. 

Name of Grant/Appropriation Savings Amount not 
1'o surrendered 
I -Revenue (voted) 

I. I-General Administration 17.72 17.72 
2. 2-Home 205.98 205.98 

3. 3-' Planning and Development 17.9 1 17.91 

4. 4-Information 3.22 3.22 

5. 5-Ladakh Affairs 5.26 5.26 

6 7-Education 121.19 121.19 

7 9-Parliamentary Affairs 1. 18 1.18 

8. 10-Law 34.23 34.23 

9 I I-Industries and Commerce 6.05 6.05 

10. 13-Animal Husbandry 1.18 1.18 

11 17-HeaJth and Medical Education 23 .74 23.74 

12 18- Social Welfare 10.34 10.34 

13 19-Housing and Urban Development 3.78 3.78 

14 20-Tourism . 4.02 4.02 

15. 21- Forest 2.65 2.65 

16 22-Irrigation and Flood Control 20.75 20.75 

17 23-Public Health Engineering 7.05 7.05 

18. 24-HospitaJity, Protocol and Toshakhana 16.93 16.93 

Total-I 503.18 503.18 

II-Revenue (Charged) 

19. 10-Law 2.59 2.59 

Total-II 2.59 2.59 

ill-Capital (Voted) 

20. I-General Administration 20.46 20.46 

2 1 2-Home 7.64 7.64 

22. 3-Planning and Development 300.36 300.36 

23. 6-Power Development 430.00 430.00 

24. 7-Education 28.76 28.76 

25. 8-Finance 29 1.26 291.26 

26. 12-Agriculture 26.86 26.86 

27. 13-Animal Husbandry 5.03 5.03 

28 14-Revenue 105.81 105.81 

29 15-Consumer Affairs and Public Distribution 251.43 251 .43 

30 17-HeaJth and Medical Education 67.19 67.19 

31. 18-SociaJ Welfare 79.97 79.97 

32 19-Housing and Urban Development · 60.41 60.41 

220 



sn. 
No 

33. 

34. 

35 

36. 

37. 

38. 

· Appendices. . 
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I . . 
Name olf Grn1111t'Appropll'i!llti«m 

.. 

21-Forest i 
22~.[pigation fuid Flood Control · 

23~Public H:ei;tlth Engineering 

25~Labour; Stationery and Printing 

27-Higher Edµcation 

28~Rural Devblopment 

... '. 'll'l!llta!IlaJI][][ 

(Q.r~md Tl[)Jl3Il: (][, ][][ 8i;JIJDi) 

I 
.I 

i 

; . 

I 

( 

221 

-

(R upees m crore 
· Anirnoun1111t 1111oi 

Savi1rngs · sunrll'emirllell'e<ll 

. 18.25 18.25 
.!. 

' 63.65 .. . .. 63.65 

119.47 119.47 

. 34.70 34.70 

55.48 . 55.48 

314~99 314.99 

2281.72 2281.72 

. 278/.49 2787.419 
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Appendix-3.3.1 

(Reference: Paragraph: 3.3.9.1; Page: 72) 

List of works executed witQout Administrative Approval (AA) and Technical Sanction ('fS) 

.. (R . I kh) upees m a 
., · Expenditure 

SI.No Name of Work Original cost ending March 
2008 

I. Construction of Bus Tenninal at Panthachowk : 250.42 414.43 

2. Construction of Matador/Sumo/ Auto stand at Bemina .. 70.36 22.16 

3: Construction of Matador/Sumo/ Auto stand at Soura : 194.01 10.04 

4. Construction of Matador/Sumo/Auto stand at Harwan : 198.56 21.37 

5. Improvement/Up-gradation of General Bus Stand at . 1200.00 143.55 
Batmallo 

6. Construction of Office Complex for Habitat Centre at '947.10 6.46 
Bemina 

7. EWS Housing Colony-Ongoing works '875.00 575.45 

8. EWS-colony at Samarbugh 460.50. 26.02 

9. EWS-Colony at Noorbagh :273.14 :42.25 
. . 

Total expemlliture on nine works as of March 2008 4469.09 1261.73. 
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Appendix-3.3.2 
(Reference: Paragraph: 3.3.9.2; Page: 72) 

Statement showing excess cost of works 

Amount (Rupees in lakh) Percentage of 

SI.No. Name of Contractor Name of Work excess over Agreement No. 
Original 

Supple-
Total Original 

mentary Estimate 

1. Gh. Rasool Sheikh Construction of Compound walling. around 49.65 9.75 59.40 20.00 126 of 2/2006 
··- ---- - . --- - -- --- _ . Iqb~ Sh.Qppi.rig C9_!!!.pl~X. - - - -- - -- - - -

2. MIS W ani Constt Development of Land by way of earth filling of 8.90 4.00 12.90 45.00 69 of 10/2005 
Dwelling Units (RD 71-113) 

3. Mohammad Yasin Development of Land by way of earth filling of 9.02 4.30 13.32 48.00 70 of 10/2d05 
Wani Dwelling Units (RD 113-168) 

4. . Mohammad Yasin Development of Land by way of earth filling of 7.80 7.02 14.82 90.00 71 of 10/2005 
Wani Dwelling Units (RD 168-295) 

5. Mohammad Sarwar Bal.ance work for 4 way fire station W aniyar 17.59 2.25 19,84 13.00. · 76 of 10/2005 

6. MIS GRG Constt · Improvement of Peripheral Road, MIS Sector 11.69 4.11 15.80 35.00 61 of 10/2005 
(RD 350-1600) .· 

7. MIS SB Construction Improvement of Road along R/Station and 49;98 8.79 58.77 18.00 53 of9/2005 
Masjid Ahalihadit Bemina 

8. Ali Mohammad Mir Development of Road by way of Khakbajri 5.70 0.98' 6.68 17.00 207 of 2/2005 
Filling at Parimpora 

9. Ab. Abad Gilkar Slush/Silt clearance at Boatman Colony 6.01 1.25 7.26 21.00 142 of 2/2007 

10. · Mohammad Hanief Construction of open surface drain at Nund 6.55 2.72 9.27 42.00 56 of 1112003 
Gilkar Reshi B Colony 

11. Mohammad Jsmaiel Construction of open surface drain at Bemina 4.76 1.80 . 6.56 38.00 9of7/2003 
Colony 
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Amount (Rupees in lakh) Percentage of 

SI.No Name of Contractor Name of Work excess over 
Agreement No. 

Original 
Supple-

Total Original 
mentary Estimate 

12. Noor Mohammad Development of parking base of Metador/Sumo 16.79 1.99 18.78 12.00 118 of 12/2006 
Sheikh by way of earth filling 

13. NI Constt Construction of waiting at BT Panthachowk 24.72 9.59 34.31 39.00 15 of 6/2006 

14. AA Shah Development of Land for construction of 9.03 3.92 12.95 43.00 50 of 8/2006 
Dewelling Units by way of Earth Filling 

15. GR Sheikh Construction of First Floor at BT Panthachowk 40.62 6.89 47.51 17.00 74 of 10/2006 
16. GR Sheikh Construction of Garage/Chowkidar Quarter at 16.24 3.69 19.93 23.00 32 of9/2003 

SDA Office complex 
17. Manzoor Ahmad 4 Stories Office Block (BOSE) 118.61 14.72 133.33 12.00 136 of 10/2004 

Bhat 

Total 403.66 87.77 491.43 
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Appendix-3.3.3 
(Refer~nce: Paragraph: 3.3.12; Page: 77) 

List of un-allo~ted shops/plots and other buil~ up assets 

SI. 
No·. 

Name of the. 
colony/complex 

i 
I 

! 

A. Un-allotted Shops/Halls ·· . 
1 

1. Boatman colony 

2. EWS Colony 
! 
I 
I 

3. Iqbal Shopping Complex ! 
i 

4, Pam posh Shopping 
Complex. 

: 

5. Plaza Shopping Complex 

6. Yamberzul Shopping 
Complex 

I 

7. Parimpora Shopping. 
Complex 

8. HIG/MIG Colony Shops . ! 

9. Shopping complex along 
60 feet road at Bemina I 

10. Kawdara shops 

·Total 

B. Flats 

1. HIG/MIG Flats 

·Total 

· C. Plots 

l. HIG/MIG Colony . 

2. EWS Colony 

Total . · 

Gross Total (A+B+C) 
, 1 

Date of 
Compietion 

·Prior March2002 

PriorMay 1992 

· October 2000 

March 2004 

August2003 

May2004 

April 2001. 

November 1999 

November 2006 

. April 1999 

November 2006 

Febfuary 2000 

Prior 1992 

. 225. 

Total un
allotted 

27 

7 

3 

19 

2 

20 

2 

3 

1 

2. 

86 

3 

3 

11 

25 

36 

·-

Premium 
. value. 

(RS. in Iakh) 

13.77 

3.78 

23.24 

66.50 

20.74 

254.24 

. 8.10 

. 4.71 

2.77 

4A2 

402.27 

28.50 

28.50 

93.50 

63.75 

157.25 

588.02 

+·e• 



Appendix 6.3.l 
. ; ' 

. (Relfell'ennce 6,3.13.2; Page~ :TI.55) 

'. I . 
· Statennnennt sllmwlirrng irlletaiills of short/excess levy '.@f mad tax 

i 
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j Appendix .6.3.2 
(~efereimice 6.3.13.4; Page::D.51fD) 

.· I . . . 
Sltatemellllt showiililg ol!lltsltandillllg U!lx llfabiliitfi.es 

I 
I 

' 

I 
I 

RTOJammu 
• April-2006 to . I · 995 22.25 

December 2007: 
PS 199 2.22 

RTO Lakhanpur 
May2005 to. GD 587 12.'70 

December 2007; 
I 

PS 96 1.01 
I 

ARTO Udhampur 
Septeiµber 2006 to GD 36 0;33 

December 2007 
I PS 76 0.44 

RTO Srinagar 
September 2006 to GD 610 8.23 

March 2008 I · PS 237 2.16 

ARTOBudgam May 2007 to I GD 369 6.62 

March 2008 · .. · 
I 

PS 42 0.57 
, 

:~ ..... .. . total··~· ·-· - 3,247. . 56.53 

, . 
. i 

I .. I 

I ·; 

·227. 
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Appendix- 6.3~3 
(JReference 6.3.13.5; Page: 156) 

. . 

Statem.ent showing non-reaiisall:iollll of fine from delfauiters who registered their vehicles 
belatedly · 

RTOJammu 
April 2006 to 

24810 13864 13.87 
December 2007 

RTO Lakhanpur 
May 2005 to 

3152 91 0.09. 
December 2007 

ARTO Udhampur 
September 2006 to 

1096 217 0.21 
December 2007 

RTO Srinagar 
September 2006 to 

8811 2828 2.83 
March 2008 

ARTOBudgam 
May 2007 to 

1717 ·181 0.18 
March 2008 

Total 39586 17181 17.18 
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Appendix-7.1 

(Reference: Paragraphs 7.1.3, 7.1.4 and 7.1.S; Pages: 169) 

Statement showing particulars of paid-up-capital, budgetary outgo, loans given out of budget and loans outstanding as on 31 March 2008 in respect of 
Government companie~and Statutory corporations 

S.No 

I 
(A) 

I. 

2. 

3. 

4. 

IV 

~ 

Sector and Paid-up capital at the end of the current year 
name of the 
Company/ 
Corporation 

State Central Holding Others Total 
Gover- Gover· Companies 
nmcnt nmcnt 

2 3 4 5 6 7 
Workin2 Government Companies 
Aukulture and Allied Sector 
Jammu and 259.92 93.76 Nil Nil 353.68 
Kashmir State 
Agro Industries 
Development 
Corporation 
Limited 
Jammu and 600.00 320.00 Ntl Nil 920.00 
Kashmir State 
Horticultural 
Produce 
Marketing and 
Processing Cor-
paration Limited 
Sector-wise 859.92 413.76 Nil NII 1273.68 
To tal: 
Indus try Sector 
Jammu and 1783.83 Nil Nil Nil 1783.83 
Kashmir 
Industries 
Limited 
Jammu and 3 11.85 Nil Nil Nil 31 1.85 
Kashmir Small 
Scale Industries 
Development 
Corporation 
Limited 

Includes loans received from financ ia l institutions. bonus. etc. 

Long-term loans only 

(Rupees in lakh) 
Equity/loans Other• Loans outstanding at the close of Debt- Turn- Manpower 
received out of loans 2007-08" according to the information Equity over (number of 
budget during the received furnished by the PSUs ratio for employees) 
year during 2007-08 

the year (previous 
year) 

Equity Loans Government Others Total 

8 9 JO II 12 13 /.I 15 16 

Nil 75.69 Nil 1727.22 Nil 1727.22 4.88: 1 4323.00 205 
(4.80: 1) 

Nil 134.16 Nil 1229.63 3030 09 4259.72 4.63: 1 NA 432 
(4.51: 1) 

Nil 209.85 NII 2956.85 3030.09 5986.94 4.70: 1 4323.00 637 
(4.62: I) 

Nil Nil Nil 30436.92 Nil 30436.92 17.06: 1 12295.85 2033 
( 17.06: 1) 

Nil Nil Ntl 729 11 Nil 729.11 2.33:1 440Cn 374 
(0.88:1) 

' . 
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Appendix- 7.1 (Contd.) 

S.No Sector and Pald·up capital at the end of the current year Equity/loans Other Loans outstanding a t the close or Debt· Turn· Ma npower 
name of the received out or loans 2007-08" according to the information Equity over (number of 
Company/ budget during the received furnished by the PSUs ratlo ror employees) 
Corporation yea r during 2007-08 

the year (previous 
year) 

State Central Holding Others Totlll Equity Loans Government Others Total 
Oover· Gover· Companies 
nment nment 

I 2 J 4 5 6 7 8 9 10 II 12 /J 14 15 16 
.5. Jammu and 1764.64 Nil Nil Nil 1764.64 Nil 800.00 Nil 805.00 Nil 805.00 0.45:1 1180.82 503 

Kashmir Swte ( 1.18:1) 
Industrial 
Development 
Corporation 
Umited 
Sector-wise 3860.32 NU NU NU 3860.32 NU 800.00 NII 3 1971.03 NU 31971.03 8.28:1 57479.67 2910 
Total: (8.49:1) 
Ha.nd'-1 and Ha.ndkralls Sttto r 

6 Jammuand 2J9.43 IS0.07 Nil Nil 389.SO Nil 2J7.27 Nil 6090.96 Nol 6090.96 15.64:1 4()() 00 43.5 
Kashnur State (14.01:1) 
Handloom 
Development 
Corporation 
Limited 

7 Jammu and 670.12 89.00 Nil Nil 7.59.12 Nol 171.60 Nil 3 197.88 140.00 3337.88 4.40:1 950.00 429 
Kashmir (4 .23:1) 
llandicrafis 
(Sa.le and 
Expon) 
Development 
Corporation 
Limited 
Sutor-wise 909.55 239.07 NII NU 1148.62 NU 408.87 NII 9288.84 140.00 11428.84 8.21:1 1350.00 864 
Total: (7.S5: 1l 
Min.Ina Sedor 

8 Jammu and 800.00 Nil Nil Nil 800.00 Nil 41 2.34 Nil 26444.15 Nil 26444.15 33.05:1 1045.21 1741 
Kashmir (30.46: 1 
Minerals 
Limited 
Sedor-wise 800.00 NII NU NII 800.00 NII 41 2.34 NU 26444.15 Nil 26444.15 33.05:1 1045.2 1 1741 
Total: (J0.46: 1 

" Long-term loans only 
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Appendix-7.l (Contd.) 

S.No Sector arid Paid-up capitalat the end of the current year · Equity/loans Other Loans outstanding at the close of Debt- Turn-over .Manpower 
nanie of the .. received out or . loans 2007-08" according to the information Equity (numb_erof 

·Company/ I' .·. : budget during the received furnished by the PSUs ratio for employees) 
· Corporation year during 2007-08 

·the year (previous 
year) 

-State Central Holding Others Total Equity Loans Government Others Total 
I Gover- Gover- Companies 

.nmeitt nment 
1 2 3 4 5 6 7 8 9 JO . JJ 12 13 14 15 16 

Construction Sector 
9 Jammuand 152.50 ·Nil Nil Nil . 152.50 Nil Nil Nil Nil Nil Nil . 14095.63 1105 

Kashmir 
Projects 

- -construction - ---- - ---- ------ ---- - --- ---- ---- .-~- -· . - - - --- - -- -- - - --- --- -- ·- - . -~- . ------- - -- -------
Coiporation 

' Limited 
10 Jammu and 205.00 Nil Nil Nil 205.00 Nil Nil Nil Nil Nil Nil . 764.34 43 

Kashmir Police (·) 
Housing 
Coiporation 
Limited 
Sector-wise 357.50 "Nil Nil Nil 357.50 Nil Nil NII .Nil Nil Nil - ·14859.97 U48 
Total: 
Develoument of Economlcalh Weaker Sections Sector 

II Jammuand, !087.00 991.15 Nil Nil 2078.15 70.00' 50.00. 803.80 Nil 2093.23 2093.23 1.o.1:r Nil- 116 
Kashmir. (0.87:1) 
Schedµled· 
castes, 1; 
Scheduled . 
Tribes and Other 
Back-w3rd 
Classes 
Devel_opmeiit 
Coiporation 
Limited 

12 Jammuand 483.53 Nil Nil Nil 483.53 50.00. 700.00 Nil 800.00 1379.69 2179.69 4.51:1 Nil- 34 
Kashmir State (2.74:1) 
Women's 
DeveloJ"Ileni. 
Coiporation 
Limited ·. 

Sector-wise 1570.53 991.1.5 ··NII Nil "2561.68 120.00 750.00 803.80 800.00. 3472.92 4272.92 il..67:1 Nii 150 
Total: (l.21:1) 

* Long-term Joans only 
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Appendix-7.1 (Contd.) 

S.No Sector and Paid-up capital at the end of the current year Equity/loans Other Loans outstanding at the close of Debt- Turn- Manpower 
name of the received out of loans 2007-08• according to the information Equity over (number of 
Company/ budget during the received furnished by the PSUs ratio for employees) 
Corporation year during 2007-08 

the year (previous 
year) 

Scace Ccncml Holrling O thers Total Equity Loans Government Oth"rs Total 
Oo•er- Gover- Companies 
nmcnt nmcnt 

I 2 J 4 5 6 7 8 9 JO II 12 /J 14 15 16 
C ement Sector 

13 Jammu and 1999.67 Nil Nil Nil 1999.67 Nil Nil 1500.00 4 19.71 4 100.00 4519.7 1 2 .26:1 81 36 .00 814 
Kashmir (1.50:1) 
Cements 
Limited 
Sector-wise 1999.67 Nil Nil Nil 1999.67 NU Nil 1500.00 419.71 4100.00 4519.71 2.26:1 8136.00 814 
Total: (1 .50: 1) 
Tourism Sector 

14. Ja mmu and 2350.83 Nil Nil Nil• • 2350.83 Nil Nil Nil 426.00 Nil 426.00 0 . 18. 1 1850.00 1054 
Kashmir Stace (0. 18: 1) 
Tounsm 
Ocvclopmcnc 
Corpora lion 
Limited 

15 J:immu and 2382.00 Nil Nil Nil 2382.00 Nil Nil Nil Nil Nil Nil NA 798.80 90 
Kashmir Stace (-) 
Cable Car 
Corpora lion 
Limited 
Sector-wise 4732.83 NU Nil Nil 4732.83 NU NII Nil 426.00 Nil 426.00 2648.80 1144 
Total: 
Power Sector 

16. Jammu and 500.00 Nil Nil Nil 500.00 Nil Nil 24642. 12 Nil 230644.00 230644.00 461.28: 1 11687.00 4059 
Kashmir Scace (431.45: 1) 
Power . 
Ocvclopmcnc 
Corporation 
Li mited 
Se<: tor-wise 500.00 NU Nil Nil 500.00 NII Nil 24642.12 Nil 230644.00 230644.00 461.28:1 11687.00 4059 
Total: (431.45: 1) 
Finance Sector 

17 Jammu and 2577.53 Nil Nil 2270.24 4847.77 Nil Nil Nil Nil 75 178.6 1 75178.61 15.50: 1 243423.04 7565 
Kashmir Bank (12.79: 1) 
L1mi1ed 
Sector-wise 2577.53 Nil Nil 2270.24 4847.77 NII NII Nil Nil 75178.61 75178.61 15.50:1 243423.04 7565 
Total: (12.79 :1) 
To tal-(A) 18167.85 1643.98 Nil 2270.24 22082.07 120.00 2581.06 26945.92 72306.58 316565.62 388872.20 17.61:1 344952.69 21032 

(16.24:1) 

" Long-term loans only 
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S.No ·sector and Paid·Up capital at the end of the current year 
name of the 
Company/ 
Corporation 

State Central Holding Others Total 
Gover- Gover- Com pa-
nnierit nment nies 

I 2 3 4 5 .6 .7 
(B) Workine Statutorv Coroorations 

Transport Sector ( 

18. Jammu and 9082.06 1501.09 Nil. Nil 10583.15 
· Kashmir State 
Road. Transport 
Corporation 

____ , ·- . Sector-wise -- . 9082.06 -- . 1501.09 '' ._Nil c _ - .Nil .. 10583.15 
Total: 
Finance Sector 

19~ Jammu and. 4347.40 2092.40 Nil 19,91 6459.71 
Kashmir State 
Financial 
Corporation 
Limited ' 

,' Sector-wise · 4347.40 .Z092.40 Nil 19.91 6459.71 
Total: 
Forest Sector 

20: Jammu and 903.00 Nil Nil Nil 903.00 
Kashmir State 
Forest 
Corpo..,;tion 
Limited 
Sector-wise 903.00 Nil Nil Nil 903.00 

, Total: 
Total (B): !4332.46 3593.49 Nil 19.91 17945.86 

Grand Total 32500.31 5237-47 Nil 2290.15 .40027.93 
(A+B): 

'# Long-term loans only 

Appendices 

Appendix-7.1 (Contd.)·· 

Equity/loans Other Loans outstanding at the.close of 
received out of loans 2007-08,.i. according to the information · 
budget duringthe received furnished by the PSUs 
year· during 

the year 

Equity Loans Government .: Others Total 

8 9 JO II 12 13 

Nil 1693.98 2750.00 33434.01 NA 33434.01 

... _NiL __ 1693.98-- - 2750.00 --- 33434.01-- .. -NA--- ... 33434.0L 

Nil Nil Nil 16.57 5622.55 5639.12 

Nil Nil Nii 16.57 5622.55 5639.12 

Nil .Nil Nil 8130.00 Nil 8130.00 

Nil Nil Nil 8130.00 Nil 8130.00 

Nil 1693.98 2750.00 41580.58 5622.55 47203.13 

120.00 4275.04 29695.92 113887.16 322188.17 436075.33 
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Debt-
Equity 
ratio for 
2007-08 
(previous 
year) 

14 

3.15:1 
(3.13:1} 

.. 3.15:L_. 
(3.13:1) 

.0.87;1 
(0.88:1) 

0.87;1 
(0.88:1) 

9.0.0:1 
(8.33:1) 

·.9.00:1 
(8.33:1) 
2.63:1 

(2.59:1) 
10.89:1 

'(10.09:1) 

Turn-
over 

15 

5186.40 

5186.40 __ 

NA· 

NA 

9453.00 

9453.00 

14639.40 

359592.09 

Man-
. power 

(number 
of 
employ-

.eesl 

16 

4694 

.. A694 -

285 

285 

: 4000 

4000 

8979 

30011 

,. 
r 



Appendices 

Appendix-7.1 (Concld.) 

S.No Sect or and Pald·up capital at the end or the current year Equity/loans Other Loans outstanding at the close or Debt· Turn- Manpower 
name of the received out or loans 2007-08.i: according to the information Equity over (number or 
Company/ budget during the received furnished by the PSUs ratio for employees) 
Corporation year during 2007.-08 

the year (previous . 
year) 

State Central Holding Olhers Total Equily Loans Government Others Tollll 
Gover- Gover- Companies 
nmcnt nmcn.t 

I 2 J 4 5 6 7 8 9 JO II 12 /J 14 15 16 
(C) Non-workln2 company• 
l Tawi Scooters 80.40 Nil Nil Nil 80.40 Nil Nil Nil 83.2 1 Nil 83.21 l.03:1 . NA 

Llmiu:d ( l.03· 1) 
2. Himalayan 116.SO Nol Nil Nil 136.50 lnf<lmlation not available 

Wool Combers 
Limited 

3. Jammu and 40.00 Nil Nol Nil 40.00 lnfonnacion nm available 
Kasllr1Ur State 
Hand loom 
Handicrafts Raw 
Material 
S upplies 
Organisation 
Limited (a 
Subsidiary o f 
Himalayan 
Wool Combers 
Limited) 
Total-(C) 256.90 NU Nil NU 256.90 NII Nil NU 83.21 Nil 83.21 l.03:1 . . 

(0.32:1) 
Crand TolJll 32757.21 5237.47 NII 2290. 15 40284.83 120.00 4275.04 29695.Jll 113970.37 322188.17 436158.!4 10.83: 1 359592.09 30011 
CA+B+C): (10.03: 1) 

(Note: Except in respect of Jammu and Kashmir Bank Limited which finalised its accounts for 2007-08, figures are provisional as given by the compan ies and corporations) 

7" Long-term loans only 
Non-working Companies/Corporation include Companies/Corporation under liquidation. merger/closure. 
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Appendix-7.2 

(Reference: :P~ragraphs 7.1.6, 7.1.7, 7.1.13 and 7.1.14; Pages: 170 and 172 to 174) 

· Summarised financial results of Government companies and Statutory corporations for the latest year for 
. . which accounts were finalised . -

(Rupees in lakh) 
S.No Sector and name Name.of the Date of Period-of Yearin . Net Nellmpacl Paid-up Accumulated Capital Total Percentage Arrears of 

of the Company/ D~partment ·incor- Accounts wWch _profit(+)/ or Audit _capital loss(·) employed• return on of total dCCOUn!s in 
Corporation poration accounts Loss(·) comments capital return on terms of 

finalised 
employed capital years 

employed 
CA)· Workine: Government Comoanies 
Ae:riculture and Allied Sector 
I Jammuand Agriculture 30 1991-92 2006-07 (+) 47.96 Nil 353.68 (-) 564.44 (-) 93.83 (-) 51.62 - 16 

Kashmir State Production January 
Agni Industries 1970 
Development 

- -- Corporation - --- - ---- - --- -.-- - ---- - - - -- -- -·- --- - . --- - --- -- ----- - - - - ---- ---

Limited 
- - -- ----

2 Jammuand -do- 10 April 1992-93 2004-05_ (-) 607.01 Nil 920.00 (-) 3677.19 (+) 1079.03 (-) 104.37 - 15 
Kashmir State 1978 
Horticultural 
Produce 
Marketing and _ 
Processing · -
Corporation 

. Limiteil 
Sector-wise Total: (·) 559.05 1273.68 (·) 4241.63 (+) 985.20 (-) 155.99 -
Indus tr v Sector 
3. Jammu and Industries 4 October 2000-01 2007-08 (-) 2179.48 Nil 1626.64 (-) 23258.03 (-) 3217.78 (-) 641.08 . 7 

Kashmir and 1960 
Industries Limited Commerce 

4 ·Jammu_and -do- 28 1988-89 2007-08 (+) 73.06 Nil 245.85 - (+) 894.70 (+) 106.12 11.85 19 -

Kashmir Small November 
Scale Industries 1975 
Development 
Corporation ., 

Limited 
5. Jammuand -do- 17 March- 1999- 2007-08 (-) 626.56 Nil 1764.63 (-) 3791.04• (+) 5467.48 (·) 626.56 - 8 

Kashmir State 1969 2000 
Industrial 
'Development. 
Corporation 
Limited 

Sector-wise Total: (·) 2732.98 3637.12 (·) 27049.07 (+) 3144.40' (·) 1161.52 . 

" Capital employed represents Net Fixed Assets (including capital work-in-progress) plus working capital (current assets ininus·current liability). .. Figures vary with those depicted in Finance Accounts-2007~08. due to interest wai~er. of Rs. 16.64 cr6re by the Government as communicated (September 2008) . 
by the Company. · · 
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Appendix-7.2 (Contd.) 

s.No Sector ond nome ot Nomeot lhe Dltl• ot Period or Year ln Net Nt t lmpoc:t Pakl-up Accumubkd Coplt.ol Tot.ol~lum Pt1ttnU.gt or Arrt0rs or 
!ht Compony/ 0.porbMnl ln<or· Accounts which profit(+Y or oudll capital 1 ... (. ) employed nn n1p llltl lot.al retum on acmunts Jn 
Corporallon porolion accounts Lois(· ) comments employed aplU.J ttnmot years 

finalised employed 
H andloom and Handicrafts Sector 
6 Jammu and Industries 29 June 1996-97 2006--07 (-) 184.77 Nil 299.90 (-) S71.97 (+)909.46 (-) 114.80 - II 

Kashmir State and 1981 
Handloom Commerce 
Development 
Corporation 
Limited 

7 Jammu and -do- 6June 1996-97 2006--07 (-) 399.63 Nil 402.62 (-) 1889.87 (+) 208.81 (-) 290.64 II 
Kashmir 1970 
Handicrafts (Sales 
and Export) 
Development 
Corporation 
Limited 

Sector-wise Total: (-) 584.40 702.52 (-) 2461.84 (+) 1118.27 (-) 405.44 -
Minit12 Sector 
8 Jammu and Industries s 1992-93 2006--07 ( ·) Nil 800.00 (-) 2432.66 (+) 204.S I (-) 429.82 IS 

Kashmir Minerals and February 430.00 
Limited Commerce 1960 

Sector-wise Total: (-) 430.00 NII 800.00 (-) 2432.66 (+) 204.SI (-) 429.82 -
Constructlo.n Sector 
9 Jammuand Publ.ic 22 May 1989-90 2007-08 (+) 29.63 Nil IS2.00 (-) 102.60 (+) 9S.88 (+) 24.78 2S.84 18 

Kashmir Projects Works 196S 
C'on•truc lion 
Corporation 
Limited 

10 Jammu and Home 26 1999-00 2006--07 (+) 14.99 200.00 - (+) 206.04 (+) 14.99 7.28 8 
Kashmir Police December 
Housing 1997 
Corporation 
Limited 

Sector-wise T otal: (+) 44.62 352.50 (-) 102.60 (+) 301.92 (+) 39.77 13.17 
Oen lopmenl or EconomicaU • Weaker Sections Sector 
II Jammu and Social April 199S-96 2007-08 (-) 3.22 Ni.I 790.S2 - (+) IS4 1.S I (+)9.IS 0.S9 12 

Kashmir Welfare 1986 
Scheduled Castes, 
Scheduled Tribes 
and Other 
Backward Classes 
Developmen1 
Corporation 
Limited 
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Appendix-7.2 (Contd.) 

S.No . Sector and nanie of - Name of the. Date of Period of Year in Net Net impact Paid·up Accumu~ated Capital Total return Percen~ge or Arrears of 
·the Company/ Department lncor- Acco tints .whfcli · I· profit(+)/ of audit capital loss(·) employed ori capital total return on accounts in 
· C~fPOration: · poratlon accounts Loss.(-) ·=comments employed capital tenns of'years 

rinal1se<1 emoloved 
12 Jaminu and. -do-.. lOMay 1994-95 2006-07 (-) 3.37 Nil ,0.10 <-> 3.80° (+) 3.86 (-) 3.37 - 13 

Kashmir State ·1991. 
Women's 
Development . . .. 

Corporation 
Limited• 

Sector-wise Total: (-) 6.59 790.62 (-)3.80 (+) 1545.37 (+)5.78 0.37 
Cement Sector . 

13 Jammu and Industries 24 1995-96 .. 2004-05 (+) 54.75 NIL: 1549.67 (-) 895.84 (+) 2388.64 (+) 198.40 8.30 12 
Kashmir Cements and .Deeember 
Limited Commerce 1974 

Sector-wise Total: (+) 54.75 Nil 1549.67 (-) 895.84 (+) 2388.64 (+) 198.40 8.30 
TourismSector -- - - . -·-- - - ·--- -- - --- - - --- - - ---- ---···-- ---- - --- --·--- ------- -- ·--- - ---

. 
"-- - --

14 Jammu and Kashrilir · Tourism. 13 February 1991-92 '. 2007-08 (-) 54.63 Nil 991.13 (-) 330.97. (+) 762.71 (-) 53.59 - 16 
State TouriSm 1970 l Development 
Corporation Limited 

. 15 Jammu and· -do- 28 .1994-95 2005-06 Nil Nil 2352.12 Nil (+) 2298.75 Nil - 13 
r 

Kashmir State November 
Cable Car. 
Corporatio~ 

19.88 

Limited• 
Sector-wise Total: (-) 54.63 Nil 3343.25 (-)330.97 (+) 3061.46 (-) 53.59 -
Power Sector 
16 Jammuand. Power 16 F.ebruary 2000-01 2007-08 (-) (-) 500.00 . (-) 10759.02 .(+) (-) - 7 

Kashmir State Develop- 1995 6465.02 1111.00 179810.78 6465.02 
Power ment 
Developnient 
Corporation 
Limited 

Sector .. wise To~l: (-) (-) 500.00 (-) 10759.02 (+) (-) -
6465.02 llU.00 179810.78 6465.02 

Finance Sector 
17 Jammu and Finance 10 October· 2007-08 200~-09 (+) Nil 4847.77 - (+) (+) 10.19 -

Kashmir Bank 193!! 36000.42 1946177.63 ·198379.59 . 
Limited 

Sector .. w~ Total: (+) Nill 4847.77 - (+) (+) 10.19· 
36000.42 1946177.63 198379.59 

Total-A (+) (-) 17797.13 (-) 48277.43 (+) (+) 8.88 
25267.12 1111.00 2138738.18 189952.16 

.. 
The Company.had finalised its first Balance Sheet. Paid~up capital, fixed assets and current liabilities are shown as 'Nil' . 
Figures of cumulative loss intimated belatedly (September 2008) by the .Company. . . ·. . · . . . 
Cumulative loss of the Company aggregating Rs. 613 .13 crore, as depicted in the Finance Accounts-2007 ~08 was changed (Septeii1ber 2008) by the Company to 

. 0 

• 
Rs. 330.97 lakh on seeking clarification by Audit. · · 

cp The Company (Serial number A-15) had not_i:irepared Profit and Loss Account, as it had not commenced business activities 
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Appendix-7.2 (condd.) 

S.No Sector and name of N•meorthe o.1eor P• rlod or Vtar In Nd Net Impact P•id·up Accumulated Capitol Totol ~•um P•runtace or Anuro or 
the Compony/ Dtpmrtm~nl lncorpon· Ac.counts which pront(+)I or Aud.It a pl ta I loA(o) •mployod on copltal totaJ tttum oa occounts ln 
c...po .. 11on don attOU-nU LoN(·) comments •mplo}od cop ital 1u m1 ory..,.. 

nnan!od •mnlovod 
(8 ) Workln• Statuton - .. 11ons 
T ranslVI Stttor 
18 Jammu and Civil I 2004-0S 2006-07 (-) - 1°'5 1.15 (-) ( -) (-) - 3 

K•<hmir State Supplies & Scp1ember S467. 14 .59891.66" 184.5.5.00 2647.00 
Road Transport Transpon 1976 
Comoration 

Sector·,.~ Total: ( -) (-) (-) (-) -
5467.14 1095 1.15 59891.66 18455.00 2647.00 

H nandn1 Sector 
19. Jamrnu and Finance 2 December 2004--0.5 2007--08 (+)463.64 - 64.59.71 (-) (+) (+) 23.53.11 10.38 3 

Kashmir S tate 19.59 19249 89 22669.00 
Financial 
Cnmnntton 

Stttor-wlM Total: (+) 463.64 6459.71 (-) (+) (+) 10.38 
19249.89 22669.00 2353. 11 

FonltSedor 
20. Jamrnu and Fores I IOMay Accounts for the years 1996-97 and onwards not received. (The Corporation was incorporated in 1978-79. however. its aud.11 was 12 

Kashmir State 1978 entrusted to the CAG from 1996-97) 
Forest 
Comoration 

Total 8 : I I C-15003.50 I • I 17410.86 I C-179141.55 I !+I 4114.00 I ( 0 1293.89 I 
To<al (A)+ (B) (+) (o) ll ll.00 35107.99 (-) 127418.98 (+) (+) 8.35 

20263.61 1141952.18 189658.27 
!Cl-Non· Worldn• Com-•les 
I. Taw1 Scooters lndusm.cs 1.5 1989-90 1991-92 (-)6. 14 Nil 80.40 (-) 104 23 (+) .58.69 (-) 1.2.5 - 18 

Limited a.nd December 
Commerce 1976 

2. Himalyan Wool lndustncs 24 January 1999- 2000-01 (-) 129.0.5 Nil 136 . .50 (-) 1049.02 (-) 171.39 (-) 117.80 8 
Combers Limited and 1978 2000 

Commerce 
J . Jammu and lndusuics 29 1991-92 1999- (-)0.0J Nil Nil (-)0.0J ' Nil - - 16 

KashmLr Staie and November 2000 
Hand loom Commerce 199 1 

.J. Hand1crafls Raw 
Material Supplies 
Organisation 
Llm.itcd (a 
subsidiary of 
H1maJyan Wool 
Combers Llm1ted) 

Total.C (.) ll5.ll NU 116.90 (o) 115J .l8 (.) ll l..70 (-) 119.05 
Cnnd lotal (A+B+C): (+) (-) 1111.00 35414.89 (-) 128572.26 (+) <+> 8.85 

20128.40 2 142839.48 189539.ll 

Updated figures of cumulative loss communicated by the Company in September 2008. 

238 



Appendix-7.3 

.. (Reference: Paragraph 7.1.5; Page: 169) 

Statement showing subsidy received, waiver of dues, h>ans on which moratorium allowed and loans 
. converted into equity during the year and subsidy receivable and guarantees outstanding at the end of March 2008 

... - ---------- -

S.No Name of the Public . Subsidy and grants received during the year Guarantees received during the year and outstanding at the end Waiver of dues during the year 
Sector Undertaking of the vear 

Central State Others Total Cash credit Loans from Letter of Payment Total Loans Interest Penal Total Loans on Loans 
GOvemment Govern- .from Banks other credit opened obligation repay- waived lnre- which con-

ment sources by banks in under ment rest Morato-- vened 
respect of· agree- written waived rium into 

·impo1:'5 ment with off allowed ·equity 
foreign .-during 

-consul- the 

- - - --- -- --- -- --- ~ - -- - -- -- -- - ------ --- tants or ,.,year 
-· - --contracts - - - --- --- ----- - -- --- - --~- - -

(A) Go\'L Companies , 
l 2 3 4 5. 6 7· 8 : 9 JO II 12 13 14 15 16 ·17 

I. Jammu and Kashmir 49.00 8.21 •Nil 57.21 Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 
State Agro Industries (Subsidy) (Subsidy) (Subsidy) 

Development 
Corporation Limited 

2. Jammu and Kashmir Nil Nil Nil Nil 3030.09 Nil Nil Nil 3030.09 Nil. Nil Nil Nil Nil Nil 
State Horticultural 
Produce Marketing 

(3030.09) "(3030.09) 

and Processing 
Corooration Limited . 

.3. Jammu and Kashmir Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil NII Nil Nil 
Industries Limited 

4. . Jammu·and Kashmir Nil 80.00 Nil 80.00 Nil Nil .Nil Nil Nil Nil Nil Nil Nil Nil . Nil 
. Small Scale Industries (.Grants) (Grants) 

Development 
Corooration Limited 

5. Jammu and Kashmir .580.00 770.00 Nil 1350.00 Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 
State Industrial (Grants) (Grants) (Grants) 

. Development 
· Corooratiori Limited 

6. Jammu. and Kashmir Nil . 137.85 Nil 137.85 180.00 Nil Nil Nil 180.00 Nil Nil Nil Nil Nil Nil 
State Handloom (Grants) (Grants (180.00) (180.00) 
Development 
Corooration Limited 

7. Jammu and Kashmir Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 
State Handicrafts 
(Sales and Export). 
Corooration Limited 

8. J amniu and Kashmir Nil Nil Nil Ni\ Nil Nil Nil Nil. Nil Nil Nil Nil Nil Nil Nil 
Minerals Limited 

9. Jammu and Kashmir Nil. Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 
Projects Construction 
Corooration Limited 
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ApP,endix-7.3 (contd.) 

S.No. Name or the Public Subsidy and grants received during the year GuarantttS tteelved during the year and outsta.ndlng at the end Waivtr or dues during the year 
Sector UndertaklnR or the vear 

c.-1 - Odwn Tollll CaJh cmt.c from ........ r .... Lcaao(a..W P1ymmc Tollll l.ooM ......... Pmal Tollll ........... ........ 
o..- eo. ..... Bonl.t Olhcr .......... opcnodbyboob obll""°" ..... _.. WIM\ed ........ whodo ......... 

""" ln,.._o( ·-- ...,.,_ olr •-.1¥Cd - t<d .... 
~ -wodo .... -fomp 

.. _ ....... - .,..,... ......... 
I 2 J 4 5 6 7 8 9 10 II 12 /J 14 15 16 17 

10 Jammu and Kashmir Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nii Nil 
Police Housing 
Corporation Limited 

I I. Jammu and Kashmir Nil 117.90 Nil 117.90 Nil 200.00 Nil Nil 200.00 Nil Nil Nil Nil Nil Nil 
Scheduled Castes, (Subsidy) (Subsidy) (2093.23) (2093.23) 
Scheduled Tribes and 
Other Backward 
Classes Development 
Corooraoon L1mJ1ed 

12. Jammu and Kashmir NH 104.00 Nil 104.00 Nil NH Nil Nil Nil Nil Nil Nil Nil Nil Nil 
S1ate Women's (Grants) (Grana) (1379.69) (1379.69) 
Development 
Corporation Linuted 

13. Jammu and Kashmtr Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 
Cements Limited 

14. Jammu and Kashmir Nil Nil Nil Nil Nil Nii Nil Nil Nil Nil Nil Nil Nil Nil Nil 
Slate Tourism 
Development 
Corporation Lmuted 

IS. Jamrnu and Kashnur Ni.I Nii Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 
Slate Cable Car 
Corporation Limited 

16. Jammu and Kashmir 6210.00 Nil Nil 6210.00 206.S6.00 Nil Nil Nil 20656.00 Nil Nil Nil Nil Nil Nil 
Sla1e Power (Grants) (Grams) (230644.00) (230644.00) 

Developmen1 
Cornonu.ion Limited 

17. Jammu and Kashmir Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 
Banlc Limited 
Total (A): 49.00 126.11 NU 175. 11 231166.09 200.00 1'11 ND 14066.09 NU NU NU NU NU NU 

(suboldy) (Suboldy) (subsidy) (~.09) (3472.92) (D7317.01) 
67'0.00 1091.85 7881.85 
(CrantJ) (C....,u) (Gl"llnlJ) 

(B) Workln2 Stalulorv CorPOrallon 
18. Jammu and Kashmir Nil Nil Nil Nil 600.00 2750.00 Nil Nil 3350.00 Nil Nil Nil Nil Nil Nil 

Slate Road Transpon 
Corporation 

19. Jammu and Kashmir Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 
State Financial (5650.00) (5650.00) 
Corooraoon 
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S.No. 
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(C) 

2. 

3. 

4. 

Appendices 

Appendix-7.3 (concld.) 

Name of the Public 
Sector Undertaking 

Subsidy and grants received during the year I· Guarante.es received during the year and outstanding at the end 
·of the year 

2 
. Jamrnu and Kashmir 
State Forest 
Corporation 
.Total(B): 

Cemral 
Government 

3 
Nil 

Nil 

State Olhers Total 
GovCm-
ment 

4 5 6. 
Nil Nil Nil 

Nil Nil Nil 

· · (subsidy) · (Subsidy) 
oc.Total (A)_+ B): _, - --1 49.()l)_ . , ... 12.§,lL_ ._~JI ---1~175.u _, 

· · · (subsidy) 
6790.00 1091.85 
(Gra·nts. · · (Grants) 

Non-workin2 Government Companies/Corporations 
Tawi Scooters · 1 Nil · I Nil Nil 
Limited.·: 
HimalyanWool 
Combers Limited) 
Jammu and Kashmir 
St~te Handloom . 
Handicrafts Raw. 
Material Supplies 
Organisation Limited 
(a subsidiary of· 
Hiillalyart Wool .. 
Combers Limited) · 

· Jammu and Kashmir .· 
State Electricity Board 
Total (C). 

Grand Total. (A+B+C): 

Note: 

Nil 

Nil 

Nil 

.Nil. 

.49.00 
(subsidy) 
6790;00 . 

··(Grants 

·1 

Nil - I Nil 

Nil· I Nil 

Nil I Nil 

Nil I Nil 

126.11 I Nil 
(Subsidy) 
1091.85 
rGrilntsl 

7881.85 
(Grants) 

Nil 

Nil 

Nil 

Nil 

.Nil 

175.11 
(subs"Jy) · 

. 7881.85 
(Grants) 

Cash credit from_ I Loons from. 
Banks other sources 

7 
Nil 

600.00 

24466.09 . 
(233854.09) 

Nil 

Nil 

Nil 

Nil 

Nil 

24466.09 
(233854.09) 

8 
Nil 

2750.00 
(5650.00) 

2950.00 
(9122:92) --· -

Nil· 

Nil 
(283.11) 

Nil 
(40.00) 

Nil 
(22931.00) 

Nil 
(23254.lll 

2950.00 
(32377.03) 

l. Figures in brackets indicate guarantees outstanding at the end of the year. 

Letter of credit 
opened by banks 
in respect of 
imports· 

9 
Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Payment. I· Total 
obligation. 
under 
agrcc-ment 
with foreign 
consultants 
Or contracts 

JO 
Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

11 
Nil 

3350.00 
(5650.00) 
27416.09 

-(242977.01)-

Nil 

Nil 
(283.11) 

Nil 
(40.00) 

Nil 
(22931.00) 

Nil 
. (23254.11) 

27416.09 
(266231.12) 

WaiVer of dues during the year 

Loans 
repayment 
written off 

12 
Nil· 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Interest· 
waived 

13 
Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

!llil 

Penal . I Total 
Interest 
waived 

14 15 

Nil Nil· 

Nil I ·Nil 

Nil 

Nil Nil 

Nil I Nil 

Nil· 1 Nil 

Nil I Nil 

Nil. I Nil 

Nit· I Nil 

( Loans on· 
which 

'MOl-ato
rium 
allowed 

·16 
Nil 

Nil 

Nil 
1-C 

Nil 

.Nil 

Nil 

Nil 

.Nil 

Nil 

):Except in respect of Companies whfch finalised their accounts for the current year, figure are provisional and as given by the Companies/Corporations; 

3 .. Non-W cirking Companies/Corpmatio~s include Compa~ies under MergertLiquidation/Closure/ Abolition 
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Loans 
conver
ted into 
equity 
during 
the year 

17 
Nil 

Nil 

Nil 

JI/ii 

Nil 

Nil 

Nil 

Nil 

Nil 
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Appendix-7.4 
(Reference: Paragraph:7.1.6.; Page: 171) 

Statement showing investment made by the State Government in PSUs, 
whose accounts are in arrears 

(Rupees in lakh) 
S.No Name or the Company/ Year up Paid-up Investment made by the State Government Total 

.. Corporation to which capital as during the years (up to 2007-08) ror which 
accounts per the accounts are In arrears 
ftnallzed latest 

ftnallzed 
account 

(A-Workln2 Go.ernment Comruonies 
EQuily Loans Grants Subsid• 

I. J&K State Agro 199 1-92 353.68 157 92 1038.32 476.99 483.1-1 2151\.:n 

Industries Development 
Coroora1ion Limited 

2. J&K State Horticultural 1992-93 920.00 Nil 631.92 235.62 Nol 867.5-1 

Produce Marketing and 
Processing Corporation 
Limited 

3. J&K Industries Limited 2000-01 1626.64 Nol 1942.00 149000 Nol 3432.00 

4 . J&K Small Scale 1988-89 245.85 6600 141.00 54800 80.00 !135()() 

Industries Development 
Corooration Limited 

5. J&K State Industrial 1999-2000 1764.63 80.00 983.66 1 ~30.50 770.00 3JM 16<> 

Development 
Corooration Limited 

6. J&K State HandJoom 1996-97 299.90 82.00 2047.69 509.64 Nil 2639.33 

Development 
Corooration Limited 

7. J&K Handicrafts (Sale 1996-97 402.62 274.50 1831.28 166.05 137 85 2409.611 

and Export) 
Development 
Corooration Limited 

8. J& K Minerals Limited 1992-93 80000 Nil 6130.56 766.01 Nil 61196.57 

9. J&K Scheduled castes, 1995-96 79052 716.82 317.13 343.00 329.63 1701\.58 

Scheduled Tribes and 
Other Back-ward 
Classes Development 
Corooration Limited 

10. J&K State Women's 1994-95 0.10 476.78 805.70 254.00 Nil l!n64K 

Development 
Corooration Limited 

11. J&K Cements Limited 1995-96 1549.67 500.00 Nil Nil Nil 500.00 

12. J&K State Tourism 199 1-92 991.13 1471.50 Nol 454.74 Nil 1926.24 

Development 
Corooration Limited 

13. J&K State Cable Car 1994-95 2352. 12 1133.01 Nol Nol Nol 11 33.01 

Corporation Limited 
14. J&K State power 2000-01 500.00 Nil Nil 38587.00 Nil 38587.00 

Developme nt 
Corporation Limited 
Total: 4958.53 t5869.26 45361.55 1800.62 67'111'J.Y6 

(B ) Workin2 Statutorv Coroorations 
15. J&K State Road 2004-05 10951.15 Nil 5605.95 Nol Nil 5605.95 

Transport Corporation 
Tot.I (8 ) 5605.95 5605.95 

Total (A)+(B) 4958.SJ 21475.21 45361.55 1800.62 73595.91 
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Appendix-7.5 
I 

(Reference: Paragraph 7.1.7; Page: 172) · 
! . . . . . 

Statement showing financial position of the Statutory corporations for the latest three years for 
. ! . which accounts were finalised . 

1. 

A. 

B. 

c 
2. 

A. 

B 

c 

(Amount: Rupees in crore) 

Particulars i 2002-03 2003-04 2004-05 
Jammu and · Kashmir i State Road Transport 
Corporation Limited · I 

Liabilities I 

Capital (including capital loan and equitv caoital) 107.51 108.51 109.51 
Borrowings: I 250.09 275.57 304.86 
Trade dues and other liabilities (including 196.16 221.17 254.99 
provisions) 

I 

Total-A 
I 553.76 605.25 669.36 

·Assets 
Gross block 51.57 50.51 49.59 
Less depreciation 

I 
4.40 4.49 4.36 

Net fixed assets 47.17 46.02 45.23 
Current assets, loans antl advances 16.23 14.98 25.21 
Accumulated loss ', 490.36 544.25 598.92 
Total-B 553.76 605.25 669.36 
Capital emploved1 . I 

(-) 132.76 (-) 160.18 (-) 184.55 
Jammu and Kashmir State' Financial Corooration 
Particulars . 2002-03 2003-04 . 2004-05 
Liabilities ! 

Paid-up capital I 63.80 63.80 64.60 
Reserve funds and surplus 7.59 7.59 7.58 
Borrowin2s i 
Bonds and debentures ! 83.05 80.45 80.45 
Others (including StatetGovemment) 66.96 68.89 80.00 
Other liabilities and provisions 157.88 70.77 . 73.77 
Total-A 379.28 291.50 306.40 
Assets· 
Cash and bank balances 6.W 4.07 4.17 
Loans and advances. I 132.96 42.17 58.26 
Net fixed assets i 0.65 0.61 0.75 
Investments and other assets 44.94 

.. 
47.51 .50.72 

Accumulated loss I, 194.63 197.14 192.50 
Total-B i 379.28 291;50 306.40· 
Capital employed1 

I 221.74 221.07 226.69 

l . . . . . . . . 
Capital employed repres~nts net fixed assets including capital works in progress and assets .not 
in use plus working capital. In the case of Jamrim and Kashmir State Financial Corporation, 
capital employed represents the mean of the aggregate of opening and closing balances of 

. paid~up- capital, loans in, lieu _of capital,. seed money, debentures, reserves: (other than those . 
which have been funded: specifically and backed by investments outside), bonds; deposits and 
borrowings (including re'finance). ·· · . 

. . i . 
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Appendix-7.6 

(Reference: Paragraph 7.1.7; Page: 172) 
Statement showing working results of the Statutory corporations for the latest three 

years for which accounts were finalised 

(Amount: Rupees in crore) 

Particulars 2002-03 2003-04 2004-05 
Jammu and Kashmir State Road 
Transport Corporation 
Operating and non-operating 
(a) Revenue 41.70 43.76 60.88 
(b) Expenditure 88.92 97.65 115.56 
(c) Surolus (+)/Deficit(-) (-)47.22 (-) 53.89 (-) 54.68 
Interest on capital and loans 22.57 24.97 28.2 1 
Return on capi tal employed (-)24.65 (-J 28.92 (-)26.47 
Jammu and Kashmir State Financial 2002-03 2003-04 2004-05 
Corporation 
Income 
(a) Interest on loans and advances 5.68 7.5 1 6.78 
(b) Other income 1.80 4.36 21.74 
Total-A 7.48 11.87 28.52 
Expenditure 
(a) Interest on long-term lo.ms 13.45 9. 11 18.89 
(b) Other exoenditure 5.50 5.26 4.99 
Total-B 18.95 14.37 23.88 
Profit (+)/Loss (-) (-) 11.47 (-) 2.50 (+} 4.64• 
Total return on capital em ployed 1.98 6.61 23.53 
Percentage of return on capital emploved 0.89 2.99 10.38 

Profit of Rs. 4.64 crore arrived due to write back of excess NPA provisions of Rs. 2 1.64 crore 
made during previous year. 
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(Reference: Paragraph 7.1.12; Page: 173) 
i 

it!iMM- - .. 

Statement showing oper~tional performance of Statutory corporations for the 
latest three years for whkh accounts were finalised 

(Amount: Rupees in crore) 

Particulars I 2002-03 2003-04 2004-05 
1~ Jammu and Kashmir State Road Transport Corporation Lnmited 
Average number of vehicles held i .I 168 1206 H40 I 

Average number of vehicles on road per day 709 698 870 
Percentage utilisation of vehicles 62 69 82 
Number of employees 

I 
5116 5056 48.32 

Employee-vehicle ratio I. 4.38 4.19 4.49 
No. of routes operated at the end of the year NA NA· NA 
Route kilometers (in Iakh) 0.16 0.17 0.21 
Kms covered (in Iakh) 
(i) Gross 281.26 298.30 403.59 
(ii) Net j 281.05 295.87 397.92 
(iii) Dead. 2.78 ·3.93 5.67 
Percentage of dead kms to gross kms · ·0.98 l.3i 1.40· 
Average km covered/bus/day I 0.39 0.42 0.40 
Average operating revenue/km (in paisa) over 14.79 15.16 15.81 
previous year's income (ver cent) : 
Average expenditure per km; 'j. 29.61 30.44 29.04 
Increase in ·operating ex~enditure per km over NA NA NA 

· previous year's expenditure (per cent) 
Loss per km (in paisa) i (-) 14.82 (-) 15.28 130.23 . 

. Number of operating depots NA NA NA 
Average number of break-down per lakh km NA NA NA 
Average number of accidents per lakh km O.o31 0.036 0.034 
Passenger km operated (in crore) I 2.82 2.95 4.03 i 

Occupancy ratio (Load factor) . ! 69 69.5 68 
Kilometers ob.tained per litre of I NA NA NA 
(a)Diesel oil 
(b) Engine oil 

I 

2. Jammu and Kashmir State Financial 2002-03 2003-04 ·2004-05 
Corporation Limited i .. 

i No Amount No Amount No Amount 
Aoolications pending at the beginning of the year 180 9.76 54 0.32 ' 68 9.43 
Aoolications received 17 3.66 306 23.79 119 7.09 
Total: ! 197 13:42 360 24;11 187 16.52 
Applications sanctioned i 143 10.20 238 14.36 149 11.24 
Applications cancelled/withdrawn/rejected/reduced - - 54 .. 3.22 - -
Aoplications pen.ding at the close of the vear . 54 3.22 68 9.43 38 5.28 
Loans disbursed 143 9.66 208 12.09 150 8.51 
Loans outstanding at the close of the year 3902 .. 188.01 . 2735 . 762.22 3553 740.53 
Amount overdue for recovery at the close of the year 3453 659.17 3263 749.12 3283 709.53 
(a) Principal I NA NA NA NA NA NA 
(b) Interest I NA NA NA NA NA NA 
Percentage of default to total loans outstanding 96 98 96 
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Appendix-7.8 i 
(Reference: Paragraph: 7.1.24; Page: 176) i 

.1 

Statement showing department-wise outstanding Inspection :Reports (IRs) as on 
i 

30·Septembel!" 2008 

S.No Name of the Sector 
PSUs 

1 Industries and 7 
Commerce 

2 Agricu~ture Allied 2 
Sector 

3 Public Works 1 
4 Social Welfare 2 
5 Tourism 2 
6 Power Development 1 
7 Finance 2 
8 Home 1 
9 Civil Supplies and 1 

Transport 
Total ·19 I 

. Numberof 
Outstanding 
Inspection 

Reports 

164 

34 

58 
21 
28 
59 
72 
12 
51 

499 
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I Appennmx=7.9 
(!R.efeirellllce: .Pairagira]pllhl:/.1.24; Page: 176) 

. . i . 
Slt21temeID11I: sUnownmtg depa~tmemt11:=wnse irevnews/a1!.lldln11: JPlairagiraJPillns, ireJPIIlnes fo wllnnclln 

weire awafi1ted as omt Sep1te~limr 2@08 

I 
. IReviiew §.No Name ofttlhle I 

I lPeirliodl of nsslllle 
Depairttmelllltt I 

! 
I. Industries and 1. 

I 2 .2008~09 

Commerce ! 
·2 3. Agriculture .. i 

lProductfon and Rural 
2008-09 

Development 
I 
I 

3. ·Finance I 
I 2008-09 

4. Transport 
I 

I 2008c09 
2 'lfotall 

I 
I. 
I. 
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