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Preface 

Regional Capacity Building and Knowledge Institute, Kolkata is the designated Knowledge 

Centre for Rural Local Body Audit, Railway Audit and Compliance Audit in the Indian Audit 

& Accounts Department. In pursuit of excellence in our designated knowledge areas, we 

prepare case studies highlighting the instances of frauds/deviations from rules and regulations, 

inefficiency in functioning of the existing system and their reasons as reported and reflected in 

the C&AG audit reports for Union Government/State Governments.  

The case study on ‘Payment of House Rent Allowance at Higher Rates (HRA)’ is based on 

the audit paragraph printed in the C&AG’s report (Paragraph No. 3.3 of Report No. 2 of 2021 

of Union Government (Civil), Compliance Audit Observation). Certain facts and circumstances 

of the case have been modified keeping in view the classroom requirements. 

The design of the case study attempts to bring awareness amongst the participants, through a 

participatory approach, the necessity of anticipating responses to our audit findings, and collate 

evidence during the course of audit so that responses from auditable entities can be suitably 

addressed, apart from rules and regulations relating to HRA payment to the Central 

Government employees and importance of internal control system to be in place. 

Disclaimer: 

The information contained in this document is to be used as a case study example for training 

purposes only. The information in this case study is both factual and fictional. Opinions 

formulated and materials provided are intended to stimulate fruitful class discussion. 

I hope that the readers would benefit from this case study. Suggestions, if any, are welcome for 

future development. 

 

Anadi Misra 

Principal Director 

RCB&KI, Kolkata 

September 2023 
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Section 1: Case Study for the Participants 

 

1. Introduction: 

1.1 The case study on ‘Payment of House Rent Allowance at Higher Rates (HRA)’ is based 

on the audit paragraph printed in the C&AG’s report (Paragraph No. 3.3 of Report No. 2 of 

2021 of Union Government (Civil), Compliance Audit Observation). However, the facts and 

circumstances of the case have been modified keeping in view the classroom requirements. 

1.2 Short brief of the case study: 

1.2.1 House Rent Allowance is admissible with reference to the ‘place of duty’ of the 

Government servant, irrespective of whether the Government servant is residing at that place 

or any other place and for deciding the classification of ‘place of duty’, the limits of the locality 

within which these orders apply, shall be those of the named municipality or corporation and 

shall include such of the suburban municipalities, notified areas or cantonments as are 

contiguous to the named municipality; or corporation or other areas as the Central Government 

may from time to time notify. 

1.2.2 In terms Office Memorandums relating to HRA as issued from time to time by the 

Ministry of Finance, the staff working in Central Government establishments within a distance 

of Eight kilometre (km) from the periphery of the municipal limits of a qualified city will be 

allowed House Rent Allowance at the rates admissible in that city even though they may not 

be residing within those municipal limits, provided, inter alia, that-  

(i) A certificate in the prescribed format from the Collector/Deputy Commissioner 

having jurisdiction over the area, is obtained by the Administrative 

Ministry/Department concerned and referred to the Ministry of Finance, 

Department of Expenditure for initial sanction of HRA for a period of 3 years.  

(ii) Further extensions for grant of HRA beyond the initial period of 3 years may be 

allowed by the Administrative Ministries/ Departments in consultation with their 

Financial Advisers and by the C&AG, in respect of staff serving under him.  

(iii) HRA will be payable to the Central Government employees within the area of the 

Urban Agglomeration (UA) of classified city at the rates admissible in the classified 

city. The existing provisions for the payment of House Rent Allowance under Paras 

1.2.2 above, will, however, continue to be applicable only at places which are within 

8 km of municipal limits of classified cities, but which are not included within UA 

of any city.  

(iv) The certificate of Dependency may be obtained from the Collector in all cases 

where the grant of HRA under above provisions is proposed. 

(v) Further, it is to be stated that in the certificate required to be obtained from the 

collector of a district for the purpose of HRA under the aforesaid orders, it was, 

inter alia, certified that there was no other municipality within the 8 km area in 

which the employees are to work and the same cannot be given where such 
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municipality exists even though the place is wholly dependent on the qualified city 

for its essential supplies. Again, the certificate requires to show that the place of 

question is a village/panchayat/town panchayat/non-municipal area and not a 

municipality/notified area/cantonment/UA. (Annexure I) 

Department of Expenditure, Ministry of Finance, GoI has reclassified/upgraded the 

cities/towns (July 2015) based on Census 2011 for the purpose of House Rent Allowance 

(HRA) to Central Government Employees. The cities were classified as ‘X’, ‘Y’ and ‘Z’ for 

the purpose of grant of HRA. The rate of HRA in these cities were 30%, 20% and 10% 

respectively which were revised as 24%, 16% and 8% respectively consequent on 

implementation of VII CPC (July 2017). In addition, the cities, which were allowed higher 

rates of HRA than applicable to them, were mentioned separately. 

In the instant case, the auditable entity paid HRA at a higher rate (20% and 16% during VI and 

VII CPC period respectively) instead of applicable rate (10% and 8%) as the auditable unit was 

situated in Z class city.  

2. Background 

 

2.1 Auditee Organisation: 

The assignment was to audit an autonomous body namely National Institute of Science, 

Education and Research (NISER), Bhubaneswar under the administrative control of 

Department of Atomic Energy (DAE).  

NISER campus is situated in Jatni town (Jatni has a Municipal Council), 25 Kms from the 

centre of the city of Bhubaneswar. The institute was officially founded on 6th September 2007 

after it was announced on 28th August 2006 after the approval of the Union Cabinet. The 

Institute started functioning from the current campus in July 2015. The academic program was 

inaugurated on 10th September 2007 at the Institute of Physics campus. The Institute at Jatni 

campus was formally inaugurated on 7th February 2016, by the Honorable Prime Minister of 

India.  

In terms of bye-laws of the entity, the pay and allowances of its employees are admissible as 

applicable to similarly placed employees of DAE i.e., in accordance with extant rules and 

instructions of Government of India (GoI). 

2.2 Scope of Audit: 

The authority for audit by the C&AG is derived from Section 14 of the Comptroller and Auditor 

General's (Duties, Powers and Conditions of Service) Act, 1971 (C&AG's (DPC) Act).  

C&AG conducts audit of autonomous bodies, which are substantially financed by the 

Government, under Section 14 of the C&AG’s (DPC) Act. Principles and methodologies for 

audits are prescribed in the Auditing Standards and the Regulations on Audit and Accounts 

issued by the C&AG. 
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2.3 Audit objectives: 

The audit of accounts of autonomous institutions under Sections 14 of the Act is conducted to 

watch proper utilization of the financial assistance provided by Government and to probe into 

efficiency, performance, propriety issues in relation to the utilization of the resources made 

available to them by Government.  

3. Main story of the Case 

3.1 The Department of Expenditure, Ministry of Finance, reclassified (July 2015) cities/towns 

based on Census-2011 into ‘X’, ‘Y’ and ‘Z’ categories for the purpose of grant of House Rent 

Allowance (HRA). As per the said OM, Cuttack Urban Agglomeration (UA), Bhubaneswar 

UA and Rourkela UA were classified under the ‘Y’ category. The remaining cities/towns in 

Odisha were classified under the ‘Z’ category. HRA was payable at the rate of 20 per cent and 

10 per cent for ‘Y’ and ‘Z’ categories respectively, which was revised to 16 per cent and 8 per 

cent from July 2017 (Annexure II). 

The compliance audit of NISER, Bhubaneswar located in Jatni was undertaken during the 

month of December/January 2019. Audit observed that though Jatni belongs to the ‘Z’ category 

of city/town, the employees of NISER, Bhubaneswar located at Jatni were granted HRA at the 

rate applicable for the ‘Y’ class cities. The Audit team requested the Institute to furnish the 

reason for granting higher rates of House Rent Allowance to the employees along with any 

specific orders wherein the Administrative Ministry in consultation with the Ministry of 

Finance had issued orders for drawing HRA at the higher rates.  

NISER replied that it is situated in Jatni Block, which is within the periphery of Bhubaneswar 

Development Authority (BDA). The entity also stated that in accordance with FRSR Part-IV 

(HRA and CCA) Rules, the limits of the locality, which in these orders apply, shall be those of 

the named Municipality, Corporation and shall include such of the suburban Municipality or 

Corporation or other areas as the Central Government may, from time to time, notify. It 

reiterated that the Jatni Municipality is contiguous to the Bhubaneswar Municipality and 

therefore HRA rates as applicable to Bhubaneswar is payable. 

Consequent upon implementation of the recommendations of the Vth Central Pay Commission, 

certain cities / towns were placed in a lower classification as compared to their existing 

classification for HRA purpose, vide this Department’s O.M. No.2(30)/97-E. II(B) dated 

03.10.97. However, these cities/towns were allowed to retain their existing higher 

classification, vide Para 3 thereof; and further extended vide O.M. No.2(21)/E.II(B)/2004 dated 

16.03.2005 & O.M. No.2(13)/2008-E.II(B) dated 07.01.2009.  

Jatni town has been classified as a full-fledged Municipal Council and Jatani (UA) as per the 

Annexure appended to FRSR Part-IV (HRA and CCA) Rules (Annexure III) and also does 

not feature in the list of cities that were allowed to retain higher classification as per the afore-

mentioned Office Memorandums of July 2015.  

Further, Audit approached the Office of the Director of Census Operations, Odisha, Ministry 

of Home Affairs, Government of India (GoI) to confirm whether NISER, Bhubaneswar located 
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in Jatni was a part of the Bhubaneswar (UA) to which the respective authority replied (August 

2020) that NISER, Bhubaneswar located in Jatni does not fall under Bhubaneswar UA 

(Annexure IV). 

Hence, in terms of the criteria as elaborated in Para 1.2.1. and 1.2.2. along with the replies 

received by Audit from the auditee entity as well as other nodal authorities, Audit concluded 

that NISER, Bhubaneswar located in Jatni Municipality area was not a part of Bhubaneswar 

Urban Agglomeration (UA). Further, certificate from the Collector was also not available 

showing the Jatani is a village/panchayat/town panchayat/non-municipal area and not a 

municipality/notified area/cantonment/UA.  

Thus, audit concluded that the payment of HRA of ₹2.80 crore during the period from July 

2015 to February 2020 at higher rates by the auditable entity was irregular. 

 3.2 Justification given by the Administrative Department 

The matter was referred to DAE in October 2020. Initially, DAE had not offered a reply. Later, 

DAE had submitted (October 2022) initial action taken note on the stated para after it was 

printed in CAG’s report. 

In its initial action note, DAE stated that they do not agree with the audit conclusions. In support 

of their reply, DAE replied that as per the orders on payment of HRA, Central Government 

employees working at places within 8 km of the periphery of a qualified city will be granted 

HRA applicable at the rate admissible for that city. Accordingly, NISER had taken up the 

matter with Survey of India, who has certified that the approximate distance between two points 

from the center point of NISER campus, Jatni to the nearest BMC border is 5.75 KM approx. 

DAE also stated the following points in support of its reply: 

 NISER, Jatni is fully dependent on Bhubaneswar for all practical purposes like 

schooling, hospital, marketing, travelling etc. BMC had issued dependency certificate 

also stating that NISER is generally dependent on BMC for availing essential services 

such as use of empaneled hospital, education of children, judiciary and court matters, 

airport facility etc. 

 NISER is registered with the Registrar of Societies, Odisha as NISER, Bhubaneswar 

under Societies Act 1890. 

 Jatni falls under the Commissionerate of Police Bhubaneswar-Cuttack Jurisdiction. 

4. Assignment Questions 

Instructor may encourage the participants to raise questions during the presentation (Annexure 

V) and they will be provided with assignment questions as shown in the below table which are 

required to be answered by the participants. Later, the answers to the assignment questions 

from the participants may be tallied with suggested answers to the assignment questions as 

drawn in this Case Study and draw conclusions on the observation. 
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(i) Assignment Questions: 

Sl. No. Question 

1 
Is House Rent Allowance dependent on the place of duty of the employee or 

the place of residence of the employee?  

2 What are the conditions to be fulfilled for granting of HRA to the staff working 

in Central Government establishments within a distance of 8 kilometres from 

the periphery of the municipal limits of a qualified city, the HRA at the rates 

admissible in that city. 

3 Who is the Competent Authority to issue dependency certificate for grant of 

House Rent Allowance at higher rates in respect of areas mentioned in 

Question No.-2? 

4 What is the basis for upgradation of cities from one category to another? 

5 What are the documents to be collected by an Auditor to ascertain that the 

payment of HRA at higher rate was not admissible to the employees of the 

Institute? 

6 What are the documents to be collected by an Auditor for ascertaining the 

amount of excess payment of HRA made by the Institute to its employees? 

7 Whether reply furnished by NISER, Bhubaneswar located at Jatni was 

acceptable. 

8 Whether the reply of the DAE was acceptable. 

9 Whether the Dependency Certificate from BMC was sufficient for payment of 

HRA at the rates applicable to Bhubaneswar UA (BUA). 

10 Whether any other additional documents required to be collected by the audit 

for justification of its point of observation? 

11 What is the other implication of the misclassification of the category of city 

that can be explored by Audit? 
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Section 2 – Teaching Notes for the Instructor 

 

1. Synopsis: 

Department of Expenditure, Ministry of Finance, GoI has reclassified/upgraded the 

cities/towns (July 2015) based on Census 2011 for the purpose of House Rent Allowance 

(HRA) to Central Government Employees. The cities were classifieds as ‘X’, ‘Y’ and ‘Z’ for 

the purpose of grant of HRA. The rate of HRA in these cities were 30%, 20% and 10% 

respectively which were revised as 24%, 16% and 8% respectively consequent on 

implementation of VII CPC (July 2017). In addition, the cities, which were allowed higher 

rates of HRA than applicable to them, were mentioned separately. 

In the instant case, the auditable entity paid HRA at a higher rate (20% and 16% during VI and 

VII CPC period respectively) instead of applicable rate (10% and 8%) as the auditable unit was 

situated in Z class city. 

2. Teaching and Learning Objectives 

The case study is intended to achieve the following objectives:  

(i) To impart knowledge about the applicability of the provisions of grant of House 

Rent Allowance at higher rates. 

(ii) Making the participants understand an importance of Fundamental Rules & Service 

Rules as well as internal control system and gain knowledge on how the employees 

end up with undue benefits due to inadequate knowledge and wrong decision of the 

competent authority and lack of internal control. 

(iii) Improving the participant’s ability to form (1) audit opinions, (2) anticipate 

responses to the audit opinions, and (3) collate or collect all essential evidences so 

that responses received from the auditee can be suitably analyzed and addressed. 

(iv) To refine the skills of the participants in tackling responses from the auditable 

entities in respect of the audit observations and prepare a proper refusal. 

3. Target Audience 

The case study is prepared for the auditors, which include Group A, B and C officers of the 

IA&AD. 

4. Relevant Readings 

Following topics/documents are relevant to the case study, which requires to be studied and 

disseminated to the participants for better understanding of the case study: 

(i) C&AG’s Internal Control Standards 

(ii) CAG’s (DPC) Act, 1971 

(iii) FRSR Part-IV (HRA and CCA) Rules 
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(iv) Orders/Guidelines /Office Memorandums issued by Department of Expenditure, 

Ministry of Finance (MoF) on House Rent Allowance. 

(v) Orders/Guidelines/Office Memorandums issued by Department of Personnel and 

Training on “Recovery / waiver of the wrongful / excess payments made to 

Government servants. (DoPT’s OM No 18/26/2011-Estt (Pay-I) dated 06.02.2014 

and DoPT’s OM No. 18/03/2015-Estt (Pay-I) dated 02.03.2016)” 

5. Assignment Questions 

Instructor may encourage the participants to raise questions during the presentation and the 

following are audit questions that need to be raised: 

Sl. No. Question 

1 
Is House Rent Allowance dependent on the place of duty of the employee or 

the place of residence of the employee?  

2 What are the conditions to be fulfilled for granting of HRA to the staff working 

in Central Government establishments within a distance of 8 kilometres from 

the periphery of the municipal limits of a qualified city, the HRA at the rates 

admissible in that city. 

3 Who is the Competent Authority to issue dependency certificate for grant of 

House Rent Allowance at higher rates in respect of areas mentioned in 

Question No.-2? 

4 What is the basis for upgradation of cities from one category to another? 

5 What are the documents to be collected by an Auditor to ascertain that the 

payment of HRA at higher rate was not admissible to the employees of the 

Institute? 

6 What are the documents to be collected by an Auditor for ascertaining the 

amount of excess payment of HRA made by the Institute to its employees? 

7 Whether reply furnished by NISER, Bhubaneswar located at Jatni was 

acceptable. 

8 Whether the reply of the DAE was acceptable. 

9 Whether the Dependency Certificate from BMC was sufficient for payment of 

HRA at the rates applicable to Bhubaneswar UA (BUA). 

10 Whether any other additional documents required to be collected by the audit 

for justification of its point of observation? 

11 What is the other implication of the misclassification of the category of city 

that can be explored by Audit? 
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6. Teaching Plan: 

6.1 Time allotment: 

Particulars Time allotted 

Introduction and Setting up the situation 15 minutes 

Discussion of background 10 minutes 

Evaluating the alternatives 25 minutes 

Discussion of “what happened” 15 Minutes 

Case wrap-up 10 minutes 

6.2 At first, the instructor will describe the background and facts of the event of the case study. 

Then, the participants will be given handouts which will give them an opportunity to study the 

case and present their audit opinions. The participants will also be given the assignment 

questions. 

6.3 To improve the ability of the participants to form audit opinions and anticipate the replies 

from the auditable unit and counter the replies, the participants may be divided into two groups 

(Team A and Team B). Team A may present their views as an auditor and Team B may present 

their views as an auditable entity on the above case.  

6.4 Thereafter, ask one or two participants from Team A to form audit findings, based on the 

evidences collected and Team B to counter/give suitable replies to the audit findings. The teams 

should counter arguments on observations and replies of Department. 

6.5 The instructor may be the mediator throughout the process and give his/her opinion on each 

of the audit finding and reply. He/ She could also suggest the possible audit findings and replies, 

if the participants are unable to bring forth all the possible findings/replies.  

6.6 At the end of the discussions, the instructor can frame a possible audit conclusion by 

summarizing the audit observations, replies and counter replies. 

6.7 For instructor’s convenience, the possible replies of auditable entity and auditor’s rebuttal 

are detailed in the table below: 

Auditable Entity’s view Auditor’s comment 

The unit stated that it is situated in Jatni 

Block, which is within the periphery of 

Bhubaneswar Development Authority 

(BDA) as may be seen from the enclosed 

map highlighted as Jatni Block. 

In accordance with FRSR Part-IV (HRA and 

CCA) Rules, the limits of the locality, which 

in these orders apply, shall be those of the 

named Municipality, Corporation and shall 

Jatni town is situated at a distance of 25 km 

from the centre of Bhubaneswar city and has 

its own municipality. As per Census 2011, 

Jatni does not come within the Bhubaneswar 

Urban Agglomeration, which comprises of 

Bhubaneswar town (municipal Corporation) 

and 14 outgrowths namely – Industrial and 

Colony Area, Patrapada, Sijua, 

Ransinghapur, Sarakantara, Bahadalpur, 
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include such of the suburban Municipality or 

Corporation or other areas as the Central 

Government may, from time to time, notify. 

It is reiterated that the Jatni Municipality is 

contiguous to the Bhubaneswar Municipality 

and therefore HRA rates as applicable to 

Bhubaneswar is payable. 

Ebaranga, Raghunathpurjali, Kalarahanga, 

Injana, Rokat, Kesora, Koradakanta and 

Bankual.  

As such, Census authority has also clarified 

that Jatni town does not come under 

Bhubaneswar UA. 

On being called for, the auditable unit could 

not furnish any document issued by a 

competent authority showing that Jatni is a 

part of Bhubaneswar Urban Agglomeration. 

As such, the rate of HRA applicable to the 

central government employees posted at 

town Jatni is 8% of Basic Pay (10% of the 

pre-revised basic pay till June 2017) and 

payment at higher rate to its employee was 

irregular and the unit incurred an excess 

expenditure of ₹2.80 crore. 

 

7. Suggested/possible answers to assignment questions: 

Sl. No. Question Suggested reply 

1 Is House Rent Allowance dependent on the 

place of duty of the employee or the place 

of residence of the employee?  

House Rent Allowance is admissible 

with reference to the ‘place of duty’ of 

the Government servant, irrespective 

of whether the Government servant is 

residing at that place or any other 

place and for deciding the 

classification of ‘place of duty’, the 

limits of the locality within which 

these orders apply, shall be those of 

the named municipality or 

corporation and shall include such of 

the suburban municipalities, notified 

areas or cantonments as are 

contiguous to the named 

municipality; or corporation or other 

areas as the Central Government may 

from time to time notify. 

2 
What are the conditions to be fulfilled for 

granting of HRA to the staff working in 
In terms of Ministry of Finance Office 

Memorandum relating to HRA as 
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Central Government establishments within 

a distance of 8 kilometres from the 

periphery of the municipal limits of a 

qualified city, the HRA at the rates 

admissible in that city. 

issued from time to time, the staff 

working in Central Government 

establishments within a distance of 8 

kilometres (km) from the periphery of 

the municipal limits of a qualified city 

will be allowed House Rent 

Allowance at the rates admissible in 

that city even though they may not be 

residing within those municipal 

limits, provided, inter alia, that-  

(i) A certificate in the prescribed 

format (as per Annexure-I) from 

the Collector/Deputy 

Commissioner having jurisdiction 

over the area, is obtained by the 

Administrative 

Ministry/Department concerned 

and referred to the Ministry of 

Finance, Department of 

Expenditure for initial sanction of 

HRA for a period of 3 years.  

(ii) Further extensions for grant of 

HRA beyond the initial period of 3 

years may be allowed by the 

Administrative Ministries/ 

Departments in consultation with 

their Financial Advisers and by the 

C&AG, in respect of staff serving 

under him. 

(iii) HRA will be payable to the 

Central Government employees 

within the area of the Urban 

Agglomeration (UA) of classified 

city at the rates admissible in the 

classified city. The existing 

provisions for the payment of 

House Rent Allowance under 

Paras 1.2.2 above, will, however, 

continue to be applicable only at 

places which are within 8 km of 

municipal limits of classified 

cities, but which are not included 

within UA of any city.  
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(iv) The certificate of Dependency 

may be obtained from the 

Collector in all cases where the 

grant of HRA under above 

provisions is proposed. 

Further, it is to be stated that in the 

certificate required to be obtained 

from the collector of a district for the 

purpose of HRA under the aforesaid 

orders, it was, inter alia, certified that 

there was no other municipality 

within the 8 km area in which the 

employees are to work and the same 

cannot be given where such 

municipality exists even though the 

place is wholly dependent on the 

qualified city for its essential supplies. 

Again, the certificate requires to show 

that the place of question is a 

village/panchayat/town 

panchayat/non-municipal area and 

not a municipality/notified 

area/cantonment/UA. 

3 
Who is the Competent Authority to issue 

dependency certificate for grant of House 

Rent Allowance at higher rates in respect of 

areas mentioned in Question No.-2? 

The certificate of Dependency may be 

obtained from the Collector/Dy. 

Commissioner in all cases where the 

grant of HRA at higher rates are to be 

paid. 

4 
What is the basis for upgradation of cities 

from one category to another? 
The cities are upgraded on the basis of 

the assessment of the population done 

as per Census.  

5 
What are the documents to be collected by 

an Auditor to ascertain that the payment of 

HRA at higher rate was not admissible to 

the employees of the Institute? 

1. Certificate of Dependency from 

the Collector for proving the 

dependency of the Jatani on 

Bhubaneswar UA indicating that 

it was a village/ panchayat/ town 

panchayat/ non-municipal area 

and not a municipality/ notified 

area/cantonment/UA. 
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2. Any specific order of Ministry of 

Finance extending the benefit of 

higher HRA to NISER. 

6 
What are the documents to be collected by 

an Auditor for ascertaining the amount of 

excess payment of HRA made by the 

Institute to its employees? 

1. The Pay Bill Registers/ Pay Slips 

of the employees. 

2. Confirmation of the due & drawn 

statement in respect of HRA by 

the audit entity. 

7 
Whether reply furnished by NISER, 

Bhubaneswar located at Jatni was 

acceptable. 

Jatani UA comprises of Jatani (M) 

and Industrial & Colony Area (OG) E. 

Block Nos. 92-99 as per Census 2001. 

As per the Department of 

Expenditure, Ministry of Finance, 

reclassified (July 2015) cities/towns 

based on Census-2011 into ‘X’, ‘Y’ 

and ‘Z’ categories for the purpose of 

grant of House Rent Allowance 

(HRA). 

Hence, the reply of NISER was not 

acceptable. 

8 
Whether the reply of the DAE was 

acceptable. 
No, the reply of DAE was not 

acceptable.  

The Certificate of Dependency may 

be obtained from the Collector in all 

cases where the grant of HRA under 

Para.1.2 above is proposed.  

Certificate of Dependency of Jatni on 

Bhubaneswar UA from the Collector 

indicating that it was a village/ 

panchayat/ town panchayat/ non-

municipal area and not a 

municipality/ notified 

area/cantonment/UA for proving the 

higher HRA was also required. 

As the certificate has been obtained 

from BMC and not from the 

Collector/Dy. Commissioner 

indicating the above provision, the 

9 
Whether the Dependency Certificate from 

BMC was sufficient for payment of HRA at 

the rates applicable to Bhubaneswar UA 

(BUA). 
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Certificate is not valid for grant of 

HRA at the rate applicable to BUA.  

10 
Whether any other additional documents 

required to be collected by the audit for 

justification of its point of observation? 

Certificate of Dependency of Jatni on 

Bhubaneswar UA from the Collector 

indicating that it was a village/ 

panchayat/ town panchayat/ non-

municipal area and not a 

municipality/ notified 

area/cantonment/UA was required to 

be produced by the auditable entity 

for payment of HRA applicable at the 

rate of BUA. 

11 
What is the other implication of the 

misclassification of the category of city that 

can be explored by Audit? 

The wages paid to housekeeping staff 

(Sweeping and Cleaning Activities 

excluding manual scavengers and 

construction of dry latrines) is based 

on the area in which the office is 

located. Bhubaneswar (UA) is 

classified as Type B area whereas 

Jatani (UA) is a Type C area.  

Hence, NISER, Bhubaneswar located 

at Jatani may have been paying wages 

to above mentioned staff (if any) at 

higher rates than admissible. 

Audit may assess the records to look 

into this aspect.  

 

8. Suggested teaching methods 

 Power point presentation for presenting the case study; 

 Handouts to be distributed to the participants; 

 Group Discussion of the case along with reference documents; 

 Questionnaire; 

 Presentation by the participants. 

9. What happened subsequently  

The department responded through an Initial Action Taken Note, wherein they expressed their 

disagreement with the audit observation and provided justifications for their stance. 
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In alignment with the Department of Expenditure's consolidated Office Memorandum No. 

2/4/2022-E.IIB dated 30.12.2022 issued from time to time, it is essential to underscore the 

significance of the dependency certificate. This certificate is mandated to be obtained from the 

District Collector, and is exclusively issued to areas classified as village/panchayat/town 

panchayat/non-municipal areas. This certificate cannot be issued for the area under 

municipalities, notified areas, cantonments, or Urban Agglomerations (UAs). In this case, Jatni 

UA comprises Jatni (M) and Industrial & Colony Area (OG) E. Block Nos. 92-99 as per Census 

2001. Hence, it becomes evident that Jatni UA cannot be considered dependent on 

Bhubaneswar UA. Therefore, the contention of the administrative department is not acceptable. 

Non-acceptance of the audit observation is thus, can be termed as deliberate violations of codal 

provision by the auditable entity resulting in continued overpayment of HRA. 

Furthermore, the Department of Personnel and Training (DoPT) has issued Office 

Memorandums (OMs) No. 18/26/2011-Estt (Pay-I) dated 06.02.2014 and No. 18/03/2015-Estt 

(Pay-I) dated 02.03.2016, summarizing situations where recoveries by employers would be 

impermissible by law. These situations include recoveries from Class-III and Class-IV service 

employees (or Group 'C' and Group 'D' service), recoveries from retired employees or those 

due to retire within a year of the recovery order, and recoveries for excess payments made over 

a period exceeding five years prior to the recovery order. Moreover, the principle of iniquity, 

harshness, or arbitrariness is cited as a critical factor to be considered in making recoveries. 

In light of these findings and regulations, the disbursement of House Rent Allowance (HRA) 

amounting to ₹2.80 crore from July 2015 to February 2020, at higher rates by the audited entity, 

constitutes a irregularity. This non-compliant disbursement, compounded by the absence of 

recovery actions as per the existing codal provisions has resulted in a significant sum of public 

funds becoming irretrievable due to statutory time limitations. 

This serves as a reminder of the importance of adhering to regulatory frameworks and sound 

financial practices to safeguard public funds and ensure their effective utilization. In the context 

of this training session, it underscores the critical role of auditors in identifying and rectifying 

such irregularities to uphold financial accountability and the efficient allocation of resources. 
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Annexure I: Department of Expenditure, Ministry of Finance’s OM dated 30.12.2022 
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Annexure II: Department of Expenditure, Ministry of Finance’s OM dated 21.07.2015 

& 07.07.2017 
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Annexure III: Relevant Portions of FRSR Part IV (DA, DR & HRA)  
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Annexure IV: Letter of Office of the Director of Census Operations, Odisha, Ministry of 

Home Affairs, GoI 
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