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PREFACE

This Report of the Comptroller and Auditor General of India for the year ended
31 March 2017 has been prepared for submission to the Governor of the State of
Himachal Pradesh under Article 151 (2) of the Constitution of India.

The Report contains significant results of performance audit and compliance audit of
the departments/ autonomous bodies of the Government of Himachal Pradesh under
the Social, General and Economic Sectors (Non-Public Sector Undertakings)
conducted in terms of the Comptroller and Auditor General of India (Duties, Powers

and Conditions of Services) Act, 1971.

The instances mentioned in this Report are those which came to notice in the course of
test audit done during the year 2016-17 as well as those which came to notice in earlier
years but could not be reported in the previous Audit Reports. Instances relating to the

period subsequent to 2016-17 have also been included, wherever necessary.

The audit has been conducted in conformity with the Auditing Standards issued by the

Comptroller and Auditor General of India.
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Overview

This Report contains four performance audits on (i) Education, Research and
Extension activities in Chaudhary Sarwan Kumar Himachal Pradesh Krishi
Vishvavidyalaya, (ii) Establishment and Regulation of Private Universities, (iii) Flood
protection and flood control and (iv) Information Technology Audit on e-Procurement
Project and 26 audit paragraphs including thematic paragraphs. Some of the major
audit findings are mentioned below:

Performance Audit

Education, Research and Extension activities in Chaudhary Sarwan Kumar
Himachal Pradesh Krishi Vishvavidyalaya

Performance audit of education, research and extension activities in Chaudhary Sarwan
Kumar Himachal Pradesh Krishi Vishvavidyalaya (CSKHPKYV) highlighted many
financial irregularities, shortage of faculty affecting quality of education, shortfall in
enrolment of students in different programmes and delay in completion of research
projects. Some of the major findings are as under:

. Against overall sanctioned strength of 380 faculties, 141 posts (37 per cent) were
lying vacant which had affected the quality of education and research activities
in the University.

(Paragraph 2.1.8.1)

. The percentage shortfall in enrolment of students in undergraduate programmes
during 2012-17 ranged between 14 and 25 and in postgraduate programmes
it ranged between 27 and 67. About 61 to 70 per cent seats in Doctoral
programmes remained vacant.

(Paragraph 2.1.9.2)

. Due to running of non-recognised M.Sc. (Biology) programme by the University
during 2007-16 and non-accreditation of programmes under College of Home
Science during 2013-17, the University had risked the careers of 259 students
who passed out upto 2016-17 under these programmes.

(Paragraphs 2.1.9.4 and 2.1.9.5)

. Out of 1,545 students passed out under different programmes during 2011-15,
only six per cent students (94) got placement through placement cell of the
University which indicated that the University was unable to meet the aspirations
of the degree holders for securing employment.

(Paragraph 2.1.9.8)

. The University had not maintained library of outcome of research projects
completed during 2012-17 without which their authenticity/ results could not be
verified in audit. Three research projects of I 6.98 crore to be completed between
April 2012 and June 2016, were lying incomplete though expenditure of
% 4.79 crore was incurred on these projects upto March 2017.

(Paragraphs 2.1.10.2, 2.1.10.6 and 2.1.10.7)

. During 2013-17, there was shortfall of 42 to 68 per cent in achievement of
targets of agriculture extension training to Government functionaries. Though the
targets of training to farmers were achieved during 2012-17, the University had
not assessed the impact of training to ascertain its effectiveness.

(Paragraph 2.1.11.1)
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. The University had incurred irregular expenditure of ¥ 178.26 crore for
pensionary benefits to its employees during 2012-17 out of the State grants and
contingent advances of < 20.19 crore paid in 663 cases of 38 departments during
2004-17 were lying un-adjusted as of March 2017 of which, advances of
% 4.55 crore were outstanding for more than five years.

(Paragraphs 2.1.7.2 and 2.1.7.5)

o Internal controls and monitoring mechanism were almost non-existent as the
University had neither conducted internal inspections of accounts/ stock nor
developed integrated management information system for monitoring the
programmes/ activities during 2012-17.

(Paragraphs 2.1.13.2 and 2.1.13.3)

Establishment and Regulation of Private Universities

For establishment of private universities, the State Government passed the Himachal
Pradesh Private Universities (Establishment and Regulation) Act, 2006 and notified
Guidelines for Establishing Private University in Himachal Pradesh in 2008 (modified
in 2009). Thereafter, for regulation of private institutions of higher education, the
Himachal Pradesh Private Educational Institutions Regulatory Commission
(HPPEIRC/ Regulatory Commission) was established in February 2011. The
Departments of Education and Technical Education are responsible for overall policy
formulation and regulation of private universities in the State. Some of the major
findings are as under:

° Assessment of need for private universities in the State was not made, and 17
Private Universities had been established of which 10 were located in one district
alone (four in one Gram Panchayat) indicating that regional needs/ priorities
were not considered.

(Paragraph 2.2.6.1)

° The State Government had not prescribed any objective criteria/ norms for
assessing the financial soundness, expertise and potentiality of the courses
proposed by the sponsoring bodies leading to arbitrary and non-transparent
decision-making.

(Paragraph 2.2.6.2)

. There was acute shortage of manpower in the Regulatory Commission, which
was reflected in large shortfalls in conducting inspections. 1394 courses in
private universities during 2011-17 had been approved by the Regulatory
Commission without conducting inspections to ascertain availability of
infrastructure and staff.

(Paragraphs 2.2.7.1 and 2.2.8.1)

o The fees proposed by private universities had been approved by the State
Government without considering costing elements; three test-checked private
universities had increased fees by 21, 23 and 58 per cent for the academic
session 2017-18 as compared with 2016-17 without justification.

(Paragraph 2.2.9.1)

. Three test-checked private universities had made unauthorised collection of
Development Charges amounting to ¥ 4.58 crore. Four test-checked private
universities had not refunded security money of I 2.89 crore to 2,906 passed out
students during 2012-16.

(Paragraphs 2.2.9.2 and 2.2.9.4)
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Fifteen private universities were functioning in the State with faculty not
possessing minimum qualifications especially in the Professor (22 per cent) and
Associate Professor (28 per cent) levels.

(Paragraph 2.2.10.1)
There was significant shortage of faculty in private universities, particularly in
the Professor (38 per cent) and Associate Professor (61 per cent) levels.

(Paragraph 2.2.10.2)
Out of 17 private universities in the State, only three had obtained accreditation

from National Assessment and Accreditation Council as of March 2017.
(Paragraph 2.2.13.1)

Flood protection and flood control

A performance audit of implementation of flood protection projects in the State of
Himachal Pradesh showed execution of flood protection projects/ works without
adequate planning, delay in execution/ completion of the projects and ineffective
monitoring. Some of the significant audit findings are summarised as under:

Department had neither made scientific assessment of flood prone areas nor
prepared basin-wise comprehensive master plan and action plan for execution of
flood protection works. Out of 2.31 lakh hectares estimated flood prone area of
the State only 25,116.21 hectares (11 per cent) could be covered as of March
2017.

(Paragraphs 2.3.6.1 and 2.3.6.3)
Absence of morphological studies in construction of flood protection projects/
works during 2012-17 and non-planning/ execution of all structural and
non-structural measures (except embankments) were unlikely to achieve better

results to control and mitigate disasters by floods.
(Paragraphs 2.3.6.2 and 2.3.6.9)
There was short release of I 657.36 crore by GOI and X 21.25 crore by State

Government under Flood Management Programme projects during 2008-17
resulting in delay of more than 12 to 60 months in execution/ completion of the
projects.
(Paragraph 2.3.8.1)
Against seven Flood Management Programme projects approved during 2008-13
and stipulated to be completed during March 2012 to March 2017, only four
projects were completed and embankment of kms 275.873 (50 per cent) against
the target of kms 548.995 was constructed upto March 2017.
(Paragraph 2.3.8.2)
Non-levy/ recovery of compensation for delay and non-restoration/ recovery of
loss of a damaged work and non-obtaining/ renewal of performance guarantees
in 48 contracts resulted in extension of undue financial benefits of I 11.97 crore
to the contractors.
(Paragraphs 2.3.10.1 and 2.3.10.2)
Against ¥ 67.48 crore withdrawn by six test-checked divisions during 2006-15
and irregularly charged to works without actual utilisation, I 57.45 crore were
utilised during subsequent financial years and balance ¥ 10.03 crore were lying
unspent under deposit head for more than two to four years.
(Paragraph 2.3.11.1)
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Robust flood forecasting system was non-existent in the State and the
Department had not constituted standing committee and review committee for
joint inspection of critical/ major flood protection maintenance works and review
of major works respectively.

(Paragraphs 2.3.12.1, 2.3.13.2 and 2.3.13.3)

Information Technology Audit on e-Procurement Project

The State Government introduced (June 2011) electronic procurement (e-Procurement)
project aimed at increasing the efficiency and transparency in procurement of goods,

works and services. The performance audit of the conception and implementation of
the project was done during March 2017 to June 2017 to assess its effectiveness. Some
of the significant audit findings are summarised as under:

E-Procurement was a part of Mission Mode project of Gol on e-Governance.
Only one module (e-tendering) out of seven modules of e-Procurement had been
considered for implementation in 26 out of 90 organisations in the State. Even in
the e-tendering module the critical activities such as online opening of bids,
negotiations and award of contract is being done manually.
(Paragraphs 2.4.1, 2.4.7.1 and 2.4.7.2)
Business rules have not been mapped in the application software leading to
irregular opening of the tenders before the stipulated period.
(Paragraph 2.4.6.1)
Use of same digital signature certificate by multiple users and participation in the
tendering process defeated the very purpose of secured online bidding.
(Paragraph 2.4.6.2)
Time cycle in processing of tenders through e-Procurement system could not be
reduced due to non-revision of tendering rules, and time taken in processing of
tenders during 2011-17 ranged between 122 and 554 days.
(Paragraph 2.4.6.4)
Act/ rules, service level agreement and rollout plan for effective implementation
of e-Procurement system have not been prepared/ executed.
(Paragraphs 2.4.7.3 and 2.4.8.1)

Performance of multiple jobs by single user due to non-segregation of duties
rendered the system susceptible to high risk and will make it impossible to
enforce accountability.

(Paragraph 2.4.8.3)

There was a shortfall of 98 per cent in providing training to the prospective
bidders for effective use of e-Procurement system and monitoring was also
inadequate as the requisite meetings of the Core Committee were not held.

(Paragraphs 2.4.9.7 and 2.4.9.8)



Compliance Audit

Idle investment on purchase of mobile soil testing laboratories

Lack of planning in procurement of Mobile Soil Testing Laboratories by not ensuring
the operational staff for the laboratories by Agriculture Department resulted in their
non-utilisation which rendered the investment of ¥ 2.02 crore as idle.

(Paragraph 3.1)
Loss in sale of organic/ orthodox black tea

Selection of a firm without competitive bidding and failure of Chaudhary Sarwan
Kumar Himachal Pradesh Krishi Vishvavidyalaya to incorporate clause of
performance bank guarantee in the memorandum of understanding (MOU) or invoke
the MOU provision for liability for damages on breach of terms and conditions of the
MOU resulted in loss of I 75.62 lakh in supply of organic/ orthodox tea.

(Paragraph 3.2)
Agriculture Crop Insurance Schemes

Coverage of farmers under the crop insurance schemes in the State was quite low.
Under National Agriculture Insurance Scheme, only 1.72 per cent farmers for Kharif
crops and 1.01 to 1.68 per cent for Rabi crops were covered during 2014-16. Under
Weather Based Crop Insurance Scheme (WBCIS), only 0.09 to 2.43 per cent farmers
for Kharif crops and 9.34 to 13.61 per cent farmers for Rabi crops were insured during
2014-17. The delay of 14 to 98 days in issue of crops/ areas notifications resulted in
less coverage of farmers especially non-loanee farmers. Instead of gram panchayat or
revenue circle being the smallest insurance unit/ area, Agriculture Department adopted
tehsil or block as insurance unit due to which crop losses were not assessed accurately.
Submission of cases to insurance companies after cut off dates during 2016-17 resulted
in non-coverage of 5,405 farmers.

(Paragraph 3.3)
Avoidable expenditure on procurement of medicines/ equipment

Failure of the Animal Husbandry Department to adhere to scheme guidelines in
procurements out of Rashtriya Krishi Vikas Yojana and National Project for Cattle and
Buffalo Breeding funds led to avoidable payment of handling charges of X 60.71 lakh
to HP State Cooperative Wool Procurement and Marketing Federation Limited.

(Paragraph 3.4)
Establishment of Van Thanas

Lack of proper planning by Forest Department in implementation of policy for
establishment of Van Thanas resulted in non-utilisation of infrastructure worth
% 4.04 crore for intended purpose.

(Paragraph 3.5)
Non-deposit of Net Present Value to Ad hoc Compensatory Afforestation Fund
Management and Planning Authority (CAMPA)

In violation to the Supreme Court orders, the Forest Department deposited the Net
Present Value of ¥ 59.31 crore received from Koldam Hydro Electric Project Authority
in Government account instead of Ad hoc CAMPA. Resultantly, the forest
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conservation activities to mitigate the environmental loss were not undertaken out of
above amount.

(Paragraph 3.6)
Implementation of Food Safety and Standards Act, 2006

The Health and Family Welfare Department neither conducted survey to identify food
business establishments nor maintained data-base of such establishments. The large
number of vacant posts of Food Safety Officers was a major concern, hindering the
process of proper registration and licensing, conduct of surveillance and inspections
and lifting of food samples. The food testing laboratory at Kandaghat was not
equipped with required infrastructure for testing of food samples. The institutional/
regulatory framework and infrastructure in the State were not adequate and monitoring
of adherence to prescribed standards of food quality/ safety was weak.

(Paragraph 3.7)
Non-enforcement of bond against defaulting Medical Officers

The State Government did not enforce bond for effecting recovery of bond money
amounting to X 2.25 crore from Medical Officers who reneged on their pledge to serve
the State Government after completing higher study, while there remained acute
shortage of specialists in the State.

(Paragraph 3.8)
Idle equipment under National Highway Accident Relief Service Scheme

Non-assessment of requirement and failure of Home Department to ensure trained
operators resulted in unproductive expenditure of ¥ 91.14 lakh on idle equipment for
more than six year.

(Paragraph 3.9)
Unjustified/ infructuous expenditure on drilling for exploration of limestone
deposits
The Industries Department incurred an unjustified expenditure of ¥ 1.88 crore in
excess of the amount received for prospecting and estimation of limestone reserves. In
addition infructuous expenditure of I 1.79 crore was incurred on deployment of staff
without any work.

(Paragraph 3.11)
Unfruitful expenditure on sewerage scheme

Failure of Irrigation and Public Health Department in execution of sewerage scheme
for Sarkaghat town in a timely manner, in spite of availability of sufficient funds,
resulted in unfruitful expenditure of I 4.14 crore and irregular expenditure of
T 0.99 crore besides blocking of ¥ 6.36 crore for more than three years.

(Paragraph 3.13)
Skill Development Allowance Scheme

Skill Development Allowance (SDA) of I 85.74 lakh was paid by Labour and

Employment Department to 3,795 trainees enrolled in institutes which were not of

acceptable standards. Payment of SDA of % 1.02 lakh was made to 102 trainees of non-

empanelled information technology institutes. Failure of the Department to verify

authenticity of claims led to payment of SDA of ¥ 0.49 lakh to 49 persons on false

documents. SDA of ¥ 25.00 lakh was paid to 625 trainees during 2013-17 who did not
Xii



complete training and dropped-out midway. Non-maintenance of employment records
of beneficiaries after skill development training meant that the scheme remained
limited to providing direct transfer of benefits without any mechanism for measuring
the achievement of envisaged outcomes.

(Paragraph 3.14)
Pradhan Mantri Swasthya Suraksha Yojana

Construction of new All India Institute of Medical Sciences at Bilaspur and
super-speciality block for Indira Gandhi Medical College, Shimla was not started by
the Medical, Education and Research Department due to delay in land acquisition and
lack of planning in selection of site respectively. In Dr. Rajendra Prasad Government
Medical College Tanda, severe manpower shortages and lack of required equipment
resulted in denial of facilities and services to patients. Indecision in selection of
executing agency by the Department led to non-completion of construction of 1% year
MBBS students’ hostel and non-execution of work of Post Graduate students’ hostel in
spite of release of I 15.09 crore to the executing agencies.

(Paragraph 3.15)
Non-creation of infrastructure in General Nursing and Midwifery schools and
diversion of funds
Non-release of State share of ¥ 1.78 crore and diversion of ¥ 3.00 crore to General
Nursing and Midwifery schools not approved by Government of India by the Medical
Education and Research Department led to non-creation of intended infrastructure
even after lapse of more than four years.

(Paragraph 3.16)
Non-implementation of Jangi Thopan and Thopan Powari hydroelectric power
projects
Decision of the State Government to refund upfront premium of ¥ 260.13 crore instead
of forfeiture as per terms of pre-implementation agreement with developer of
hydroelectric projects would result in loss of revenue to State Government and undue
favour to the developer to the above extent.

(Paragraph 3.17)
Procurement, consumption and accountal of bitumen

In Public Works Department, against payments of I 427.14 crore outstanding for
adjustment under centralised allocations, the paying divisions had not adjusted
% 141.57 crore (33 per cent) from the executing divisions in support of receipt of
bitumen of which ¥ 35.13 crore were outstanding for more than eight to 11 years. In
test-checked divisions, there was short receipt of 663.221 MT bitumen valuing
% 2.51 crore against allocations/ supply orders. Under divisional level purchase, the
test-checked divisions had procured 7,292.733 MT bitumen of ¥ 31.48 crore without
sanction of competent authority. Details/ records of actual utilisation of 3,859.874 MT
bitumen were not available with the test-checked divisions which was fraught with the
risk of misutilisation/ pilferages. The database of receipt, issue and consumption
was not maintained at apex level and monitoring mechanism for bitumen was almost
non-existent.

(Paragraph 3.19)
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Short realisation of dues for laying of optical fibre cable

Application of incorrect rates of dues from telecom companies for laying of optical
fibre cables along roads by the Public Works Department resulted in short realisation
of ¥ 1.59 crore and non-compliance of instructions for restoration of the damaged
roads led to irregular diversion of ¥ 0.42 crore for purchase of vehicles.

(Paragraph 3.20)
Unfruitful expenditure due to non-completion of road and bridges

Improper planning and failure of the Public Works Department to complete
construction of road and bridges for the last 12 to 15 years deprived the public of the
area of intended motorable road facility and resulted in unfruitful expenditure of
% 27.88 crore and blocking of ¥ 1.38 crore.

(Paragraph 3.21)
Irregular allocation and misutilisation of State Disaster Response Fund (SDRF)

Irregular allocation of ¥ 26.12 crore from SDRF and misutilisation of ¥ 6.44 crore by
the Revenue Department for repair and restoration of Government office/ residential
buildings not damaged by calamity resulted in denial of relief of ¥ 8.24 crore to
victims of natural calamities owing to non-availability of funds.

(Paragraph 3.22)
Short-realisation of due amount and excess/ improper allocation from Local Area
Development Fund (LADF)

Short-realisation of I 2.215 crore from developer of hydroelectric power project,
excess allocation of I 17.73 lakh and improper allocation of ¥ 21.44 lakh from LADF
for district level schemes by the Revenue Department led to development objectives
for project affected area not being fully achieved as 57 proposed schemes for local area
development remained pending for want of funds.

(Paragraph 3.23)
Short release of State share and irregular utilisation of National Land Records
Modernisation Programme (NLRMP) funds

Short release of State share of ¥ 2.54 crore and irregular expenditure of ¥ 1.18 crore on
inadmissible items led to activities under NLRMP remaining incomplete while funds
received were completely exhausted by the Revenue Department.

(Paragraph 3.24)
Construction of Toilets under Swachh Bharat Mission

Target population identified in rural areas by Rural Development Department was
based on the base-line survey of 2012 which was not updated since 2012-13. The
Urban Development Department had not identified the target population and need for
sanitation facilities in urban areas properly due to non-conduct of house to house
survey and non-preparation of city sanitation plan. Shortfall in construction of toilets
ranged between 94 to 100 per cent during 2015-17 under SBM (Urban) while
construction of community complexes under SBM (Gramin) was delayed. Weak
monitoring by Block Development Officers of Baijnath and Dehra resulted in
payment of incentive amounting to I 7.90 crore to 6,587 beneficiaries due to
non-uploading of the photographs of Individual Household Latrines on the
Management Information System.

(Paragraph 3.26)
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Chapter-I: Introduction

CHAPTER-I
INTRODUCTION

1.1  Budget profile

There are 52 departments and 53 autonomous bodies in the State. During 2016-17,
against overall budget estimates of I 37,843 crore, there was expenditure of
% 48,427 crore. The position of budget estimates and expenditure by the State
Government during 2012-17 is depicted below:

Table 1.1: Budget and Expenditure of the State Government during 2012-17
(R in crore)

Particulars 2012-13 2013-14 2014-15 2015-16 2016-17
Budget Expend- | Budget Expend- | Budget Expend- | Budget Expend- | Budget Expend-
Estimates | iture Estimates | iture Estimates | iture Estimates | iture Estimates | iture

Revenue

General 6,651 6,618 7,196 7,047 8,344 7,604 9,207 8,788 10,135 9,728

Services

Social Services 6,635 6,131 7,117 6,706 7,913 7,451 9,676 7,980 11,388 9,610

Economic 4,517 3,418 4,873 3,590 5,413 4,723 6,407 5,525 7,314 5,996

Services

Grants-in-aid 7 7 3 9 3 9 5 10 5 10

and

contributions

Total (1) 17,810 | 16,174 19,189 | 17,352 21,673 | 19,787 | 25,295 | 22,303 28,842 | 25,344

Capital and others

Capital Outlay 2,059 1,955 2,104 1,856 1,993 2,473 2,991 2,864 3,241 3,499

Loans and 379 469 342 531 367 474 397 463 428 3,290

advances

disbursed

Repayment of 1,930 2,117 1,714 1,704 1,511 8,260 1,503 3,948 2,229 3,943

Public Debt

Contingency -- -- -- -- -- -- -- -- -- --

Fund

Public 2,288 8,285 2,828 9,277 2,978 8,844 2,978 | 10,577 3,103 | 12,351

Accounts

disbursements

Closing Cash - | (-) 295 -- | (-) 887 - (-)739 -- 216 -- 316

balance

Total (2) 6,656 | 12,531 6,988 | 12,431 6,849 | 19,312 7,869 | 18,068 9,001 | 23,399

Grand Total 24,466 | 28,705 | 26,177 | 29,783 28,522 | 39,099 | 33,164 | 40,371 37,843 | 48,743

(1+2)

Source: Annual Financial Statements and Finance Accounts of State Government.

1.2  Application of resources of the State Government

The total expenditure1 of the State increased from I 18,598 crore in 2012-13 to
% 32,133 crore during 2016-17 while revenue expenditure increased by 57 per cent
from T 16,174 crore in 2012-13 to ¥ 25,344 crore in 2016-17. Non-Plan revenue
expenditure increased by 48 per cent from X 14,095 crore to ¥ 20,824 crore and capital
expenditure increased by 79 per cent from I 1,955 crore to I 3,499 crore during the
period 2012-17.

The revenue expenditure constituted 79 to 88 per cent of the total expenditure during
the years 2012-17 and capital expenditure nine to 11 per cent. During this period, total
expenditure increased at an annual average rate of 15 per cent whereas revenue
receipts grew at an annual average of 13 per cent.

Total expenditure includes revenue expenditure, capital outlay and loans and advances.
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Audit Report- Social, General and Economic Sectors (Non-PSUs) for the year ended 31 March 2017

1.3  Funds transferred directly to the State implementing agencies

During 2016-17, Government of India (GOI) directly transferred ¥ 457.18 crore to
various State implementing agencies without routing through the State budget.
Consequently, these amounts remained outside the scope of the annual accounts
(Finance Accounts and Appropriation Accounts).

14 Grants-in-aid from Government of India

The details of grants-in-aid received from GOI during 2012-17 are depicted below:

Table 1.2: Grants-in-aid from GOI
® in crore)

Particulars 2012-13 | 2013-14 | 2014-15 | 2015-16 2016-17
Non-Plan Grants 2,526 2,025 1,199 8,524 8,877
Grants for State Plan Schemes 4,179 3,765 4,333 756 1,188
Grants for Central Plan Schemes 28 17 31 38 44
Grants for Centrally Sponsored Schemes 580 507 1,615 1,978 3,055
Total 7,313 6,314 7,178 11,296 13,164
Percentage of increase over previous year 12.15 | (-) 13.66 13.68 57.36 16.54
Percentage of Revenue Receipts 47 40 40 48 50

Total grants-in-aid from GOI decreased by ¥ 999 crore from I 7,313 crore to
% 6,314 crore during 2013-14 mainly due to decrease of I 554 crore in Thirteenth
Finance Commission grants and ¥ 414 crore in grants for State Plan Schemes.
However, during 2014-17, it increased from ¥ 6,314 crore to I 13,164 crore. Its
percentage to revenue receipts ranged between 40 and 50 during 2012-17.

1.5 Planning and conduct of audit

The audit process commences with a risk assessment of various departments,
autonomous bodies, schemes/ projects that includes an assessment of the criticality/
complexity of activities, level of delegated financial powers, internal controls and
concerns of stakeholders and previous audit findings. Based on this risk assessment,
the frequency and extent of audit are decided and an Annual Audit Plan is formulated.

After completion of audit, Inspection Reports containing audit findings are issued to
the heads of the offices with request to furnish replies within one month. Whenever
replies are received, audit findings are either settled or further action for compliance is
advised. The important audit observations pointed out in these Inspection Reports are
processed for inclusion in the Audit Reports of the Comptroller and Auditor General of
India which are submitted to the Governor of Himachal Pradesh under Article 151 of
the Constitution of India.

During 2016-17, compliance audit of 602 drawing and disbursing officers of the State
and 44 autonomous bodies was conducted by the office of the Principal Accountant
General (Audit), Himachal Pradesh. Besides, four performance audits (including one
IT audit) were also conducted.

1.6  Response of Government to Audit Report

In last few years, Audit has reported on several significant deficiencies in
implementation of various programmes/ activities as well as on the quality of internal
controls in selected departments which have negative impact on the success of
programmes and functioning of the departments. The focus was on auditing specific
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programmes/ schemes and to offer suitable recommendations to the Executive for
taking corrective action and improving service delivery to the citizens.

As per Comptroller and Auditor General of India's Regulations on Audit and
Accounts, 2007, the departments are required to send their responses to draft
performance audits/ draft paragraphs proposed for inclusion in the Audit Reports
within six weeks. Draft reports and paragraphs proposed for inclusion in the Report
were also forwarded to the Additional Chief Secretaries/ Principal Secretaries/
Secretaries concerned for seeking their replies. For the present Audit Report, draft
reports on four performance audits and 31 draft paragraphs were forwarded to the
concerned Administrative Secretaries. But replies of the Government were received in
only five draft paragraphs. The matter was also brought to the notice of the State Chief
Secretary in October 2017.

1.7 Recoveries at the instance of Audit

Audit findings involving recoveries that came to notice in the course of test audit of
accounts of the departments of the State Government during 2016-17 were referred to
various departmental drawing and disbursing officers (DDOs) for confirmation and
further necessary action under intimation to audit.

Against recovery of ¥ 36.61 crore pointed out in 5,740 cases, the DDOs concerned had
effected recovery of X 1.14 crore in 1,994 cases during 2016-17 as depicted below:

Table 1.3: Recoveries pointed out by Audit and accepted/ recovered by Departments
during 2016-17
R in crore)

Department Particulars of recoveries noticed Recoveries pointed out | Recoveries effected
in audit during 2016-17 during 2016-17
Number Amount Number | Amount
of cases involved of cases | involved
Miscellaneous | Overpayment on account of excess payment 5,740 36.61 1,994 1.14
Departments of medical re-imbursement, TA, pay, etc.

1.8  Lack of responsiveness of Government to Audit

The heads of offices and next higher authorities are required to report their compliance
to the Principal Accountant General (Audit) within four weeks of receipt of inspection
Reports (IRs). Based on the results of test audit, 35,014 audit observations contained in
8,512 IRs outstanding as on 31 March 2017 are depicted below:

Table 1.4: Outstanding Inspection Reports/ Paragraphs
(R in crore)

Sl Name of Sector Inspection Paragraphs Amount involved

No. Reports

1. Social Sector 6,031 26,191 15,153.21

2. General Sector 1,242 5,455 13,536.20

3. Economic Sector (Non-PSUs) 1,239 3,368 2,720.88
Total 8,512 35,014 31,410.29

A detailed review of IRs issued to 242 DDOs? upto September 2016 pertaining to
Health and Family Welfare Department and Food and Civil Supplies, showed that
1,103 paragraphs having financial implications of about ¥ 3,157.56 crore relating to
438 IRs remained outstanding at the end of 31 March 2017. Of these, the oldest item

2 Health and Family Welfare: 219 and Food and Civil Supplies: 23.
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pertained to IR issued during the year 1973-74 and 307 paragraphs having financial
implication of ¥ 663.29 crore had not been settled for more than 10 years. The year-
wise position of these outstanding IRs and paragraphs is detailed in Appendix-1.1 and
types of irregularities in Appendix-1.2.

The departmental officers failed to take action on observations contained in IRs within
the prescribed time frame resulting in erosion of accountability. It is recommended that
the Government may look into the matter to ensure prompt and proper response to
audit observations.

1.9  Follow-up on Audit Reports

According to the Rules and Procedure for the Committee on Public Accounts, all
administrative departments were to initiate suo motu action on all audit paragraphs and
performance audits featuring in the Audit Reports of the Comptroller and Auditor
General of India regardless of whether these are taken up for examination by the
Public Accounts Committee or not. They were also to furnish detailed notes, duly
vetted by audit, indicating the remedial action taken or proposed to be taken by them
within three months of the presentation of the Audit Reports to the State Legislature.

The position regarding receipt of Action Taken Notes (ATNs) on the paragraphs
included in the Audit Reports upto 31 March 2016 as on 31 August 2017 is
depicted below:

Table 1.5: Position regarding non-receipt of ATNs on the paragraphs included in ARs

Audit Reports Year Department(s) ATNs Date of Due date
pending | presentation of | for receipt
as of 31 Audit Report of ATNs
August in the State

2017 Legislature
Social, General | 2011-12 | Revenue 01 09.04.2013 08.07.2013
and Economic | 2012-13 | Education 02
Sectors Tribal Development o1 21.02.2014 20.05.2014
(Non-PSUs) 2013-14 | Urban Development 01
Health and Family Welfare 02
Medical Education and Research 01
. 10.04.2015 09.07.2015
Tribal Development 01
Women and Child Development 01
Social Justice and Empowerment 01
2014-15 | Agriculture 01
Health and Family Welfare 03
Higher Education 01
Public Works 09
Education ol 07.042016 | 06.07.2016
Irrigation and Public Health 05
Multipurpose Projects and Power 02
SC, OBC and Minority Affairs 01
Revenue 01
Medical Education and Research 01
2015-16 | Miscellaneous Departments 18 31.03.2017 30.06.2017
State Finances | 2014-15 | Finance and Miscellaneous All 07.04.2016 06.07.2016
2015-16 | Departments Chapters 31.03.2017 30.06.2017
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1.10 Year-wise details of performance audits and paragraphs appeared in
Audit Reports

The year-wise details of performance audits and paragraphs that appeared in the Audit
Reports for the last three years alongwith their money value is depicted below:
Table 1.6: Performance audits and Paragraphs that appeared in Audit Reports 2013-16

® in crore)

Year Performance Audit Paragraphs Replies received
Number Money | Number Money | Performance | Paragraphs
value value Audits
2013-14 4 1,879.92 23 169.85 - 2
2014-15 4 1,389.83 28 653.39 -
2015-16 5 343.99 13 67.62 - 4

During 2016-17, four performance audits and 31 Audit Paragraphs were issued to the
State Government. However, replies in respect of only five paragraphs were received

from the Government.

Four Performance Audits involving money value of ¥ 318.11 crore and 26 audit
paragraphs involving ¥ 595.88 crore have been included in this Report. Replies
wherever received have been suitably incorporated in the Report.
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CHAPTER-II
PERFORMANCE AUDIT

2.1

Agriculture Department

Education, Research and Extension activities in Chaudhary Sarwan
Kumar Himachal Pradesh Krishi Vishvavidyalaya

Performance audit of education, research and extension activities in Chaudhary Sarwan
Kumar Himachal Pradesh Krishi Vishvavidyalaya (CSKHPKYV) highlighted many
financial irregularities, shortage of faculty affecting quality of education, shortfall in
enrolment of students in different programmes and delay in completion of research
projects. Some of the major findings are as under:

Highlights:

Against overall sanctioned strength of 380 faculties, 141 posts (37 per cent)
were lying vacant which had affected the quality of education and research
activities in the University.
(Paragraph 2.1.8.1)
The percentage shortfall in enrolment of students in undergraduate
programmes during 2012-17 ranged between 14 and 25 and in postgraduate
programmes it ranged between 27 and 67. About 61 to 70 per cent seats in
Doctoral programmes remained vacant.
(Paragraph 2.1.9.2)
Due to running of non-recognised M.Sc. (Biology) programme by the
University during 2007-16 and non-accreditation of programmes under
College of Home Science during 2013-17, the University had risked the careers
of 259 students who passed out upto 2016-17 under these programmes.
(Paragraphs 2.1.9.4 and 2.1.9.5)
Out of 1,545 students passed out under different programmes during 2011-15,
only six per cent students (94) got placement through placement cell of the
University which indicated that the University was unable to meet the
aspirations of the degree holders for securing employment.
(Paragraph 2.1.9.8)
The University had not maintained library of outcome of research projects
completed during 2012-17 without which their authenticity/ results could not
be verified in audit. Three research projects of ¥6.98 crore to be completed
between April 2012 and June 2016, were lying incomplete though expenditure
of ¥4.79 crore was incurred on these projects upto March 2017.
(Paragraphs 2.1.10.2, 2.1.10.6 and 2.1.10.7)
During 2013-17, there was shortfall of 42 to 68 per cent in achievement of
targets of agriculture extension training to Government functionaries. Though
the targets of training to farmers were achieved during 2012-17, the University
had not assessed the impact of training to ascertain its effectiveness.
(Paragraph 2.1.11.1)
The University had incurred irregular expenditure of ¥178.26 crore for
pensionary benefits to its employees during 2012-17 out of the State grants and
contingent advances of ¥20.19 crore paid in 663 cases of 38 departments
during 2004-17 were lying un-adjusted as of March 2017 of which, advances
of ¥4.55 crore were outstanding for more than five years.
(Paragraphs 2.1.7.2 and 2.1.7.5)
Internal controls and monitoring mechanism were almost non-existent as the
University had neither conducted internal inspections of accounts/ stock nor
developed integrated management information system for monitoring the
programmes/ activities during 2012-17.
(Paragraphs 2.1.13.2 and 2.1.13.3)
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2.1.1 Introduction

Himachal Pradesh is primarily an agrarian State. As per 2011 census, more than
62 per cent of its population (42.56 lakh) was engaged in agriculture and allied
activities. The role of an agriculture university is very significant for development of
modern method of agriculture, animal husbandry, etc., and for improving the economic
status of the people of the State.

Himachal Pradesh Krishi Vishvavidyalaya, Palampur established in November 1978
was bifurcated into two independent universities viz. Chaudhary Sarwan Kumar
Himachal Pradesh Krishi Vishvavidyalaya ! (CSKHPKV) and Dr. Y.S. Parmar
University of Horticulture and Forestry, Nauni (Solan) by an enactment of 1987. The
main objectives of the Agriculture University include imparting education in
agriculture and allied branches of learning, furthering the advancement of learning,
agriculture research and undertaking extension of such sciences, especially to the rural
people of the State.

Performance audit of the CSKHPKYV seeks to assess the standard of teaching, research
and extension education in the field of agriculture and allied sectors in the State.

2.1.2  Organisational setup

The Governor of the State is the Chancellor of the University. The overall working of
the University is governed by the Senate, Board of Management (BOM), Finance
Committee, Academic Council, Research Council, Extension Council and other
faculties. The Vice-Chancellor (VC) is the Principal executive, academic and
administrative officer and Ex-Officio Chairman of BOM and other councils of the
University. In discharge of his duties, the VC is assisted by Deans of five colleges?,
Directors of Research and Extension Education, Registrar, Comptroller of Accounts,
Students' Welfare Officer, Estate Officer and Librarian. At Government level, the
University is administered under State Agriculture Department with Additional Chief
Secretary as its administrative head. An organogram is depicted in Appendix-2.1.

2.1.3  Audit objectives

The objectives of the audit were to see whether:

e Educational norms/ standards prescribed by the Statutes of the University were
being adhered to;

e Research activities/ projects were carried out as per norms and standards of
University Grants Commission (UGC)/ Indian Council of Agricultural Research
(ICAR)/ other sanctioning authorities;

e Extension education activities were carried out economically, efficiently and
effectively; and

¢ Internal control and monitoring mechanisms were adequate and effective.

Himachal Pradesh Krishi Vishvavidyalaya renamed in June 2001.
College of Agriculture, College of Basic Science, College of Veterinary and Animal Sciences,
College of Home Science and Post Graduate Studies.
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2.1.4  Scope and methodology of Audit

The performance audit on Education, Research and Extension activities in CSKHPKV,
Palampur covering the period 2012-13 to 2016-17, was conducted by test-check of
records of Registrar, Comptroller of Accounts, Director of Research, Director of
Extension Education, five Deans of Colleges, Students' Welfare Officer, Librarian and
Estate Officer. Besides, 12 (out of 40) Departments?, six (out of 13) Regional Research
Stations/ Sub-stations* and two (out of eight) Krishi Vigyan Kendras® (KVKs) of the
University were selected on the basis of simple random sampling method.

Audit objectives, criteria, scope and methodology were discussed with the Additional
Chief Secretary (Agriculture) in an entry conference held in March 2017. Audit
findings were discussed with the Vice Chancellor (VC) and Additional Chief Secretary
(Agriculture) in an exit conference held in July 2017 and views of the Government
have been incorporated in the report at appropriate places.

2.1.5 Audit Criteria

The audit criteria used for the conduct of performance audit was derived from the
following sources:

e Himachal Pradesh Universities of Agriculture, Horticulture and Forestry Act, 1986
(Act No. 4 of 1987), the CSKHPKYV Statutes and Accounts Manual,

e Norms of ICAR/ UGC/ Academic Councils for academic, research and
extension activities;

e Plan and budget documents, established accounting principles, guidelines issued
by the Finance Committee and minutes/ resolutions of BOM/ financial
committee/ councils;

®  Guidelines/ instructions/ orders issued by GOI, State Government and ICAR; and

® Periodical reports/ returns furnished to ICAR/ State Government/ GOI.

2.1.6 Planning

Proper planning is a sine-qua-non for successful implementation of any programme/
activities of an organisation. For smooth functioning of the University, planning
includes preparation of perspective plan with long term objectives in view, annual plan
with specific physical and financial targets and annual work plan for research stations
and Krishi Vigyan Kendras.

Audit noticed that the University had not made any provisions for long-term/ short-
term planning in its Statutes, Accounts Manual, etc., as of May 2017. No perspective
plan and annual plans with specific physical and financial targets were prepared by the
University during 2012-17. The Director (Research) stated (May 2017) that due to

3 1. Organic Agriculture, 2. Tea Husbandry and Technology, 3. Agriculture Engineering, 4. Seed

Science and Technology, 5. Fisheries, 6. Teaching Veterinary Clinical Complex, 7. Veterinary
Physiology and Biochemistry, 8. Animal Genetics and Breeding, 9. Veterinary Medicine,
10. Textile and Apparel Designing, 11. Food Science, Nutrition and Technology and
12. Biology and Environmental Sciences.

Regional Research Stations: Bajaura, Dhaula Kuan and Kukumseri and Research Sub Stations:
Akrot, Kangra and Salooni.

Krishi Vigyan Kendra: Bajaura and Kukumseri.
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non-availability of contingency in the State Grant-in-aid (GIA), the annual plans could
not be prepared. It was further stated that research activities in case of specific projects
were carried out in accordance with the technical programme approved by the
concerned funding agencies. The reply is not tenable as funds under contingencies
were available and expended by the University as per details in Table-2.1.1.

2.1.7
2.1.7.1 Receipt and utilisation of grants/ funds

Financial Management

The University receives grants from various sources®. Government of India (GOI)
provides grants through ICAR for implementation of various projects, development
works, strengthening of infrastructure and improvement of academic and extension
activities. The State Government provides grants for discharge of establishment
liabilities of the University. The budgetary control is exercised by the Comptroller.
The position of receipts and expenditure during 2012-17 is depicted below:

Table-2.1.1: Position of receipts and expenditure during 2012-17

X in crore)

Particulars Year-wise break up

2012-13 2013-14 2014-15 2015-16 2016-17 Total
Opening 32.23 26.91 21.08 21.49 17.52
Balance
Grants received
State 66.17 90.71 89.60 95.92 111.13 453.53
Government
ICAR 34.05 32.52 28.14 31.63 30.04 156.38
Other Sources7 1516 1343 1016 808 857 5540
Domestic 30.49 29.67 28.45 27.33 28.01 143.95
income®
Total receipts 145.87 166.33 156.35 162.96 177.75 809.26
Expenditure incurred
State 77.27 104.01 94.77 98.02 113.00 487.07
Government
ICAR 35.60 32.35 30.00 35.58 35.02 168.55
Others* 38.32 35.80 31.17 33.33 34.00 172.62
Total 151.19 172.16 155.94 166.93 182.02 828.24
Salaries 85.80 (57) | 107.91 (63) | 105.19 (67) | 123.98 (74) 141.03 (78) 563.91(68)
Contingencies 38.33 (25) 27.51 (16) 20.98 (14) 21.58 (13) 23.91 (13) 132.31 (16)
Projects/ works 27.06 (18) 36.74 (21) 29.77 (19) 21.37 (13) 17.08 (09) 132.02 (16)
Closing Balance 26.91 21.08 2149 17.52 13.25

Source: Figures supplied by CSKHPKV.
expenditure and figures for 2015-16 and 2016-17 are tentative.
* Expenditure from domestic income and other sources.

e State grants had increased from I 66.17 crore in 2012-13 to T 111.13 crore in
2016-17 whereas receipt of grants from the ICAR had decreased from
% 34.05 crore in 2012-13 to ¥ 30.04 crore in 2016-17 mainly due to non-completion

Note: Figures in parenthesis indicate percentage of total

State Government: Departments of Agriculture, Animal Husbandry, Fisheries and Scheduled

Castes, Other Backwards Classes and Minority Affairs (Schedule Castes Sub Plan); GOI:
Ad hoc projects, common facility and service use, national agriculture innovative project, etc.
Indian Council for Agricultural Research: Coordinated/ ad hoc projects, Krishi Vigyan
Kendras, central development assistance, etc.

Government of India adhoc projects, common facilities and services use, national agricultural
innovation projects, foreign aided development projects and miscellaneous income.
Income from agriculture, co-ordinated projects, Krishi Vigyan Kendra, central development

assistance, GOI/ ICAR adhoc projects, common facilities and services use, national agricultural

innovation projects, foreign aided projects, self-financing scheme, student fee,
earnest money, etc.

securities/
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of sanctioned projects as discussed in paragraph 2.1.10.2. Besides, the domestic
income and income from other sources during 2012-17 had also shown decreasing
trends. The decrease was attributed to less funding under GOI ad hoc projects,
lesser agriculture production, decrease in enrolment of students and under
utilisation of infrastructure.

¢ During 2012-17, there was excess expenditure of I 45.71 crore under ICAR grants
(X 12.17 crore) and State Government grants (X 33.54 crore). The excess
expenditure was incurred from the scheme/ projects from other sources in
anticipation of receipt of funds under the original heads/ projects.

e Balance of available funds is gradually depleting, coming down from I 32.23 crore
at the beginning of 2012-13 to I 13.25 crore at the end of 2016-17. The gradual
depletion of the balances of available funds was due to excess expenditure over
income against the State Government and ICAR grants and declining income under
domestic and other sources.

e OQOut of total expenditure during 2012-17, 68 per cent was incurred on salaries,
16 per cent on contingencies and 16 per cent on implementation of projects/ works.
The expenditure on salaries had increased from 57 to 78 per cent of the total
expenditure over the period of review. Expenditure on projects/ works had shown
decreasing trends from 18 per cent in 2012-13 to nine per cent in 2016-17.

The University authorities stated (May to July 2017) that excess expenditure was met
out of internal adjustments and the expenditure on salary increased due to hike in the
salaries. The reply should be seen in the light of the fact that the University had neither
secured sufficient funds from the ICAR/ State Government nor made efforts to
enhance its domestic and other income. Moreover, the expenditure on salaries was
more due to payment of retirement benefits as discussed in paragraph 2.1.7.2.

2.1.7.2 Expenditure on retirement benefits

As per Section 42 of the University Act, the University was to constitute a fund’ for
the benefits of employees such as pension, insurance and provident fund. Audit noticed
that the University had created (January 1997) a pension corpus for payment of
pension to its retirees. However, the University was unable to secure sufficient amount
under the corpus fund and had paid pensionary benefits of ¥ 178.26 crore' to its
retirees during 2012-17 from the State Government grants. Besides, the University had
also to discharge pensionary liabilities of ¥ 10.76 crore!! as of June 2017. Thus,
contrary to the provisions of the Act ibid, the funds were diverted from State grants
for payment of retirement benefits without approval of the State Government which
was irregular.

The University authority stated (May 2017) that the retirement benefits were paid out
of State grants due to non-availability of sufficient amount in corpus fund. The reply
should be seen in the light of the fact that the University had not secured sufficient
funds under corpus fund so as to meet out the requirement of the retirement benefits. In

o By transferring the CPF contribution made at the rate of 10 per cent of the emoluments of

employees with CPF matching contribution and retirement and death gratuity to be credited by
the State Government and other funding agencies.

Retirement gratuity: ¥ 33.01 crore, commuted value of pension: ¥ 13.40 crore, leave
encashment: ¥ 13.39 crore and pension: I 118.46 crore.

Retirement gratuity: ¥ 3.11 crore; commuted value of pension: ¥ 5.16 crore and pension:
% 2.49 crore.
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the exit conference, the Additional Chief Secretary stated that the matter
regarding unfunded gap in respect of retirement benefits would be taken up with
Finance Department.

2.1.7.3 Non-preparation of Balance Sheet

Section 45 of the University Act provides for preparation and submission of annual
accounts and balance sheet to State Government by the University. Audit noticed that:

e The University was preparing only the receipts and payment accounts and had not
prepared income and expenditure accounts and balance sheets to present a fair view
(including assets and liabilities) of the affairs of the University during 2012-17.
The receipts and payment accounts for the year 2015-16 and 2016-17 also had not
been prepared/ finalised as of July 2017.

¢ During 2012-15, the Comptroller remitted advances of ¥ 20.75 crore to the Estate
Officer for execution of works showing it as expenditure in receipts and payments
accounts. On receipt of the adjustment accounts thereof from the Estate Officer, the
Comptroller again accounted for the same as receipts in the receipts and payments
accounts. Resultantly, the receipts and payments were accounted for twice'? in the
accounts thereby inflating and impairing the true and fair view of the accounts. The
University authority stated (May 2017) that annual accounts and balance sheet for
2015-16 was under process. In the exit conference, the Comptroller assured to
rectify the accounting error in future.

2.1.7.4 Irregular payment of non-practising allowance

Like the veterinary doctors of the State Government, the veterinary science faculties
posted in the University were not assigned any jurisdictional area for treatment of
animals of general public and as such, non-practice allowance (NPA) at the rate of
25 per cent of basic pay would not be admissible to them. The State Government had
also clarified (September 2014) that main work of the veterinary science faculty of
University is teaching and no NPA was admissible to them.

Audit observed that the NPA to the veterinary teachers of the University was not
justified and payment of NPA of ¥ 3.40 crore'® made to the veterinary teachers by the
University on this account from State grants during 2012-17 was irregular. Though
asked for (August 2017), the University authority had not furnished reasons for
continuance of the NPA to the veterinary teachers/ scientists.

2.1.7.5 Maintenance of cash book, adjustment of advances and unutilised grants

(1) Accounts Manual of the University provides for maintenance of cash book for
all monetary transactions and their monthly reconciliation with the bank. Audit noticed
that the grants received from different sources by the University, are recorded in
register of grants and deposited in banks. However, these grants are not routed through
the cash book of the University and the Comptroller had also not maintained any

Receipts: Once when received from the funding agency and again when the detailed accounts
received from the Estate Officer and Payments: Once when the payment was made to the Estate
Officer and again shown as expenditure when the detailed accounts were received.

13 2012-13: % 0.74 crore (teachers: 58); 2013-14: ¥ 0.78 crore (teachers: 62); 2014-15:
% 0.73 crore (teachers: 58); 2015-16: ¥ 0.62 crore (teachers 52) and 2016-17: ¥ 0.53 crore
(teachers: 45).
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separate cash book for the same during 2012-17. The absence of the cash book for the
grants reflected lack of control over cheques, etc., in respect of grants as proper
accountal of the receipts and genuineness of expenditure incurred thereof could not be
verified in audit. The University authority stated (May 2017) that cash book except
for grants was being maintained and monthly accounts were prepared on the basis
of bank reconciliation. The fact, however, remains that the grants were not
being routed through the main cash book which was fraught with the risk of
misutilisation/ misappropriation.

(i1) All contingent advances are required to be adjusted within a month of their
drawal and no advance in any case should remain un-settled by the end of the financial
year. It was, however, noticed that contingent advances of ¥ 20.19 crore paid in 663
cases of 38 departments of the University for purchase of material, equipment,
execution of civil works, etc., during 2004-17 were lying un-adjusted as of March
2017 of which, advances of T 4.55 crore were outstanding for more than five years.
Non-adjustment of advances for prolonged period having the risk of misutilisation/
misappropriation reflected lack of financial controls in the University. The heads of
departments stated (March-May 2017) that the advances could not be adjusted due to
execution of the works by the estate office and non-purchase of materials/ non-
processing of bills in local audit.

(iii))  The Estate Officer of the University had completed (between October 2009
and June 2016) 42 civil works under various projects/ schemes under the grants of
ICAR/ other agencies after expenditure of ¥ 6.00 crore. However, unspent grants
% 0.73 crore were lying with Estate Officer for more than 11 to 90 months instead of
refunding the same to the funding agencies. The Executive Engineer (Construction)
stated (May 2017) that the funds would be utilised after obtaining sanctions of the
competent authority. The reply is not acceptable as unnecessary retention of the
amount was not justified.

2.1.8 Human resource management
2.1.8.1 Sanctioned strength and persons-in-position

The details of sanctioned strength, persons-in-position and vacancies of teaching and
non-teaching staff of the University as of March 2017 are depicted below:

Table-2.1.2: Details of sanctioned strength and persons-in position of faculty members
(In numbers)

Name of Category Sanctioned Persons- in Shortage (-)/
strength position Excess (+)
Teaching staff
Professors 22 149 (+)127 (577)
Associate Professors 45 25 (-) 20 (44)
Assistant Professors 313 65 (-) 248 (79)
Total 380 239 (-) 141 (37)
Non-teaching staff
Class-I and Class-II 68 53 (-) 15 (22)
Administrative and ministerial 370 236 (-) 134 (36)
Others (Class-1II) 322 246 (-) 76 (24)
Class-IV 250 619 (+) 369 (148)
Total 1,010 1,154
Grand total 1,390 1,393

Source: Figures supplied by University. Note: Figures in parenthesis represent percentage.

There was shortage of teachers to the extent of 37 per cent of the sanctioned strength.
The shortage of non-teaching staff (except Class-IV) ranged between 22 to 36 per cent
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whereas Class-IV category staff was posted in excess (148 per cent) of the sanctioned
strength. The shortage of staff especially the teaching staff had impacted the education
and research activities of the University as indicated under paragraphs 2.1.9.1, 2.1.9.6
and 2.1.10 and posting of Class-IV in excess of the sanctioned strength was irregular
besides being the main reason for increase in expenditure on salaries.

The Assistant Registrar (Establishment) of the University stated (May 2017) that
efforts were being made to fill up the posts after obtaining permission of the
Government. No reply was given for employment of huge number of Class-IV. Audit
is of the view that employment of huge number of Class-IV in excess of sanctioned
strength needs reassessment and justification.

2.1.8.2 Irregular deployment of staff from Krishi Vigyan Kendras

The ICAR guidelines inter-alia provided that salary of only those officials/ officers
should be drawn from the ICAR grants who were actually working in the KVKs. Audit
noticed that contrary to above provision, during 2012-17, two to five employees were
actually working in other departments '* whereas the University had incurred
expenditure of I 54.45 lakh on their salaries out of ICAR grants meant for KVKs
which was irregular. The Assistant Registrar (Establishment) stated (April 2017) that
salaries were drawn in the interest of University work. The reply was contrary to ICAR
guidelines as had the expenditure been charged to the other departments, this would
have decreased the expenditure under ICAR grants.

Programme Implementation
The performance of the University in respect of its main activities including academic,
research and extension is discussed in the succeeding paragraphs.

2.1.9 Education in agriculture and allied fields
2.1.9.1 Academic activities

The mandate of University is to impart education at undergraduate (UG), postgraduate
(PG) and Doctoral (Ph.D.) levels in the fields of Agriculture, Basic Sciences, Home
Science and Veterinary and Animal Sciences.

Audit noticed that the number of UG programmes' being offered by the University
during 2012-17 remained static. However, the PG programmes of the University had
decreased from 28 in 2012-13 to 22 in 2016-17 and Doctoral programme had also
reduced from 18 in 2012-13 to 15 in 2016-17. The Assistant Registrar (Academic)
stated (June 2017) that the degree programmes (UG/ PG/ Doctoral) were decided as
per availability of facultyS.

2.1.9.2 Enrolment of students
Year-wise and programme-wise details of intake capacity, enrolment and dropout of
students are depicted in the following table:

Vegetable Science: one (2012-15), Agron Forages and Grass Land Management: one
(2012-15), Regional Research Centre Bajaura: one (2012-17), College of Agriculture: one
(2013-15) and Directorate of Extension: one (2014-17).

1. Bachelor of Veterinary Science and Animal Husbandry; 2. Bachelor of Science (Honours)
Agriculture; 3. Bachelor of Science (Honours) Home Science; 4. Bachelor of Technology.
(Food Science and Technology); 5. Bachelor of Science (Hospitality and Hotel Administration)
and 6. Bachelor of Science, Basic Sciences.

16 2012-13: 284, 2013-14: 278, 2014-15: 263, 2015-16: 252 and 2016-17: 239.
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Table-2.1.3: Year-wise intake capacity, students enrolled and dropout during 2012-17

Year Intake capacity Enrolled Shortage Dropout
Ord.| SFS [Total| Ord. | SFS | Total | Ord. | SFS | Total
Undergraduate programmes
2012-13 | 161 | 210 | 371 125 154 279 136 (22)| 56 (27) | 92 (25) 10 (4)
2013-14 | 149 | 210 | 359 | 122 158 280 |27 (18)| 52 (25) | 79 (22) 16 (6)
2014-15 | 149 | 210 | 359 | 128 181 309 |21 (14)| 29 (14) | 50 (14) 10 (3)
2015-16 | 178 | 187 | 365 | 147 151 298 |31 (17)| 36 (19) | 67 (18) 12 (4)
2016-17 | 176 | 194 | 370 | 152 155 307 |24 (14)| 39 (20) | 63 (17) 1(1)
Postgraduate programmes
2012-13 | 121 100 | 221 67 7 74 |54 (45)| 93 (93) | 147 (67) 34)
2013-14 | 128 96 224 90 11 101 |38 (30)| 85(89) | 123 (55) 8 (8)
2014-15 | 123 68 191 82 27 109 |41 (33)| 41(60) | 82 (43) 9 (8)
2015-16 | 121 59 180 | 101 17 118 |20(17)| 42(71) | 62 (34) 10 (8)
2016-17 | 112 46 158 93 22 115 [19(17)| 24(52) | 43 (27) 7 (6)
Doctoral (Ph. D) programmes
2012-13 | 39 39 78 26 1 27 |13(33)| 38(97) | 51(65) 5(19)
2013-14 | 45 37 82 24 1 25 |21 (47)| 36 (97) | 57 (70) 4 (16)
2014-15 | 44 36 80 31 0 31 |13 (30)| 36 (100) | 49 (61) 4 (13)
2015-16 | 60 37 97 32 2 34 |28 (47)| 35(95) | 63 (65) 8 (24)
2016-17 | 50 30 80 28 3 31 [22(44)] 27 (90) | 49 (61) 0 (0)

Source: Information supplied by University.
Note: 1. Ord: Ordinary, SFS: Self Financing Seats 2. Figures in parenthesis indicate percentage.

It is observed that:

During 2012-17, the percentage shortfall in enrolment of ordinary students
against the intake capacity in UG programmes ranged between 14 and 22 and that
of Self Financing Seats'’ (SFS) students the shortage ranged between 14 and 27.
Overall 14 to 25 per cent seats in UG programmes remained unoccupied during
above period.

In PG programmes, the percentage shortfall in enrolment of ordinary students
during 2012-17 ranged between 17 and 45 and that of SFS students it ranged
between 52 and 93 whereas overall 27 to 67 per cent seats remained vacant.

The percentage shortfall of enrolment of ordinary students in Doctoral (Ph.D.)
programmes during above period ranged between 30 and 47 and that of SFS
students it ranged between 90 and 100 whereas overall 61 to 70 per cent seats
remained unoccupied.

The rate of dropout in respect of the students enrolled in UG programmes during
2012-17 ranged between one and six per cent and in PG programmes it ranged
between four and eight per cent. The dropout rate in Doctoral (Ph.D.) programme
during 2012-16 ranged between 13 and 24 per cent.

Thus, the University was unable to attract and retain full quota of intake capacity of
students which resulted in underutilisation of infrastructure created in the University.
The shortfall in enrolment of students was attributed by the University to enormous
choices of higher studies and frequent changes in their preference/ choice of courses in
other institutions/ fields.

In the exit conference, the VC stated that the seats remained vacant as the students go
to other better courses. The reply is not tenable as the University is neither able to

17

Under the Self-Financing Seats (SFS), the additional charges are payable for any degree
programmes by the students in addition to the usual fees.
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retain the students nor attract new admissions against vacant seats. Moreover, the
University should have rationalised/ reviewed the sanctioned strength of the faculty
and intake capacity of students as per reduced enrolment.

2.1.9.3 Non-admission of Non-Resident Indians

As per University notification (September 2015), Non-Resident Indians (NRIs) not
exceeding 15 per cent of the total intake capacity (excluding SFS seats) were to be
considered for admission over and above the seats for the UG/ PG/ Doctoral
programmes from the academic year 2015-16.

Audit noticed that not even a single seat was filled up against 42 seats approved for
NRIs for the academic year 2015 (UG: 4, PG: 13 and Doctoral: 5) and 2016 (UG: 4,
PG: 12 and Doctoral: 4). The non-admission of NRIs in the University was attributed
to lack of wide publicity in advance of the beginning of the academic sessions.

The Assistant Registrar (Academic) stated (May 2017) that the provision of NRI seats
was introduced first time from the academic year 2015. The reply should be seen in the
light of the fact that except uploading the prospectus for admission on the website of
the University, efforts to give wide publicity through other medium during academic
years 2015 and 2016 were not made.

2.1.9.4 Un-recognised degree of M.Sc. (Biology)

The Himachal Pradesh Council of Agriculture, Horticulture and Forestry Education
and Research had approved a Master Degree Programme in the discipline of Biology
in the College of Basic Sciences from the academic session 2007-08. The minimum
eligibility qualification for admission to Ph.D. programme in the discipline of Botany
and Zoology in almost all the universities governed by the UGC is either M.Sc.
(Botany) or M.Sc. (Zoology). There was no mention of M.Sc. (Biology) as an eligible
qualification for M.Phil./ Ph.D./ UGC NET/ Council of Scientific and Industrial
Research (CSIR)/ State Eligibility Test (SET). Thus, the students who got M.Sc.
degree in Biology were not eligible for NET/ SET/ Ph.D. tests.

The University continued to enrol the students under the above discipline and 49
students had passed out upto 2015-16. Thus, running of a non-recognised degree
course had not only resulted in wastage of time and money (Z 65.34 lakh) of the 49
students but also risked their future employment/ higher educational opportunities. The
matter came to the notice of the University authorities in January 2015 and the degree
programme was suspended from the academic year 2016-17.

The Assistant Registrar stated (June 2017) that the matter of recognition of the M.Sc.
(Biology) was taken up with neighbouring universities and the State Government for
pursuing higher education leading to Ph.D. programme and for employment. The reply
is not tenable as the matter regarding recognition of the degree course should have
been taken up before starting the degree course. In the exit conference, the Additional
Chief Secretary stated that it was a serious issue and desired to fix the responsibility of
concerned officers for the lapse.
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2.1.9.5 Non-accreditation of college of Home Science

With the objective of assisting the people, prospective students, educational
institutions, professional societies, potential employers, Government and other
concerned agencies to assess the work of the institutions and their programmes,
National Agricultural Education Accreditation Board (NAEAB) offers accreditation to
the Agricultural Universities, its colleges and programmes.

Audit noticed that the NAEAB had granted (May 2013) accreditation to the University,
for a period of five years up to 03 March, 2018 for the Colleges of Agriculture,
Veterinary and Animal Science and Basic Sciences. However, no accreditation was
granted to the College of Home Science during 2013-17 due to inadequate faculty
position. As a result, the University did not receive any grant from the ICAR and
students’ allotment from All India quotas for the college during above period. The
college remained functional without the accreditation and 210 students of the college
passed out in Doctoral (six), PG (17) and UG (187) classes during above period. In the
absence of accreditation, the career prospects of these students in terms of further
education suffered with a likely adverse impact on employment opportunities for them.

In the exit conference, the Vice Chancellor stated that the matter would be taken up
with the Government for recruitment of required faculties.

2.1.9.6 Results of students
The details of students enrolled/ appeared and passed out in the final year's

examination of UG/ PG programmes of the University during 2011-16 are depicted in
table below:

Table-2.1.4: Details of students appeared/ passed out and percentage of marks obtained in final
year examination of UG/ PG programmes during 2011-16

(Students in numbers)

Programme | Year | Students Students Marks obtained by passed out students
appeared | passedout | Below 60 | 61to70 | 71to80 | Above 80
(per cent) (per cent) | (per cent) (per cent) | (per cent)
UG 2011 171 104 (61) 6 (6) 54 (52) 41 (39) 3(3)
2012 211 138 (65) 2(2) 82 (59) 50 (36) 4(3)
2013 264 153 (58) 4(2) 69 (45) 70 (46) 10 (7)
2014 250 224 (90) 2 (1) 115 (51) 89 (40) 18 (8)
2015 271 221 (82) 8 (4) 86 (39) 111 (50) 16 (7)
2016 288 227 (79) 4(2) 87 (38) 121 (53) 15 (7)
PG 2011 164 117 (71) Nil 29 (25) 72(62) | 16 (13)
2012 133 131 (98) Nil 57 (44) 40 (30) 34 (26)
2013 126 87 (69) Nil 30 (34) 35 (40) 22 (26)
2014 123 114 (93) Nil 41 (36) 48 (42) 25 (22)
2015 134 120 (90) Nil 43 (36) 42 (35) 35 (29)
2016 148 93 (63) Nil 13 (14) 42 (45) | 38 (41)

Source: Information supplied by University.

Audit observed that during 2011-16, pass percentage of students in UG programmes
ranged between 61 and 90 while in the PG programmes it ranged between 63 and 98.

2.1.9.7 Re-totalling of answer sheets

As per Paragraph 9.12.1 of Academic Regulations of the University, re-totalling of
answer scripts was to be done on the request of students who were not satisfied with
the valuation of their answer scripts.
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Audit noticed that out of 106 students of UG programmes who had applied for
re-totalling of answer scripts during 2012-16, 34 students (32 per cent) were
passed out after re-totalling. Besides, there was increase of 0.1 to 10 marks (one to
56 per cent) during 2012-16 and decrease of 01 to 03 marks (two to six per cent) in
answer scripts during 2016 (Table-2.1.5). This raised questions on the credibility of the
evaluation system. Inadequate efforts in evaluation of answer scripts also lead to extra
burden of re-checking fee on the students.

Table-2.1.5: Detail of students who applied for revaluation and passed out thereof during 2012-16
(Students in numbers)

Year Students Students passed Marks increased Marks decreased
applied for out (per cent) (per cent) (per cent)
re-checking

2012 9 2(22) 1 to 10 (06 to 42) Nil

2013 3 1(33) 5 (06) Nil

2014 16 2 (13) 1 to 6 (04 to 35) Nil

2015 33 721 0.1to 10 (01 to 41) Nil

2016 45 22 (49) 01 to 10 (04 to 56) 01 to 03 (02 to 06)

Total 106 34 (32)

Source: Information supplied by University.

In the exit conference, the VC stated that remedial measures would be taken in future
especially keeping in view the high number of students getting revalued and resulting
in revision of marks.

2.1.9.8 Functioning of Placement Cell

The University has a training and placement cell for students' counselling and
placement. The cell is mandated to organise training programme for students appearing
in different examinations and campus interviews for recruitment in public/ private
sector companies/ undertakings.

Audit noticed that the University had not maintained complete database to verify the
authenticity of placement of the students. Out of 1,545 students passed out under
different programmes during 2011-15, only 94 (six per cent) students got placement
through the placement cell. The University was, thus, unable to meet the aspirations of
all the degree holders for securing employment.

The Programme Director stated (May 2017) that improvement in placement of students
through placement cell would be done in future.

2.1.9.9 Functioning of Library

(1) As per paragraph 3.8 of Statutes of the University, Librarian was to encourage
use of library facilities by students and staff. Audit noticed that during 2012-17,
teachers ranging between 33 and 75 per cent’® and students ranging between 44 and
79 per cent'® were enrolled as members of the library which indicated that the library
was not used optimally.

18 2012-13: 65 (186 out of 284), 2013-14: 68 (190 out of 278), 2014-15: 75 (196 out of 263),
2015-16: 33 (83 out of 252) and 2016-17: 44 (106 out of 239).
19 2012-13: 51 (586 out of 1,156), 2013-14: 52 (597 out of 1,140), 2014-15: 50 (641 out of

1,274), 2015-16: 44 (612 out of 1,377) and 2016-17: 79 (1,112 out of 1,414).
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(i1) Paragraph 25.20 of Accounts Manual provides for stock-taking of the library at
least once in every three years. Audit noticed that contrary to this provision, necessary
stock-taking of the library books was not conducted during 2012-17.

(iii)  Audit noticed that out of ¥ 1.24 crore received for strengthening of library®’
(November 2015: % 0.39 crore and February 2016: % 0.39 crore) and providing of
library facilities®! (August 2016: ¥ 0.23 crore and October 2016: ¥ 0.23 crore), the
University had spent ¥ 0.20 crore >> (16 per cent) and % 1.04 crore were lying
un-utilised in bank for more than nine to 20 months due to non-completion of codal
formalities for purchase of radio frequency identification device?® and non-finalisation
of tenders for purchase of furniture and equipment.

2.1.10 Research activities

2.1.10.1 Research policies and programmes

As per paragraph 3.3(iii) of the Statutes of the University, the Director of Research
was to formulate research policies and programme in consultation with the Deans of
the colleges and present the same to the Research Council for its consideration.

Audit noticed that though a Vision-2020 plan envisaging accomplishment of task of
achieving the target of required food grain production and harnessing the comparative
advantages available in the State, restoration of soil fertility by increasing balanced use
of fertilizer, etc., had been prepared by the University, no research policy containing
specific goals and strategies in the field of research was formulated by the University.
In the exit conference, the Director of Research stated that funds for research were not
provided by the State Government. The ICAR is providing funds under All India
Coordinated Research Projects and for ad hoc projects; however, Vision 2020 has been
prepared by the University. The fact, however, remains that in the absence of specific
objectives/ goals/ targets in the Vision-2020, the University was unable to assess its
achievements periodically.

2.1.10.2  Research projects

As per paragraph 3.3 (ii and iv) of the Statutes of the University, the Director,
Research was required to co-ordinate all research activities and liaise with the funding
agencies extending grants for the projects.

Audit noticed that the Director had not maintained/ consolidated year-wise data of
implementation of research projects during 2012-17. However, on the basis of
information collected from various departments of the University, the details of
research projects submitted to funding agencies, approved and completed during
2012-17 are depicted in following table:

2 Digitisation of library, integrated library system using open-source software Koha, radio

frequency identification device, information and communication technology tools and
platforms, e-books and other miscellaneous items.

Purchase of printed text books (excluding consortium for e-resource for agriculture):
% 0.16 crore; Purchase of print journals: ¥ 0.04 crore; purchase of e-books: ¥ 0.02 crore and
Purchase of equipment: ¥ 0.24 crore.

2 Strengthening of Library: Purchase of books (% 0.01 crore), journals ( 0.02 crore), e-books
(® 0.01 crore), digitisation of thesis (3 0.10 crore), software (% 0.03 crore) and purchase of
journal and periodicals (% 0.03 crore).

Radio frequency identification device is a latest technology to be used in library for theft
detection.

21

23
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Table-2.1.6: Details of projects approved and completed during 2012-17

(® in crore)

Year Proposed Approved Completed In progress
No. | Estimated | No. | Approved | No. | Expenditure No. Approved
Cost cost cost
2012-13 | 55 38.51 | 26 8.06 | 12 5.46 07 0.52
2013-14 | 76 4307 | 14 8.83 | 07 7.65 02 1.18
2014-15 | 35 49.29 | 09 1.18 | 07 0.43 02 0.76
2015-16 87 88.99 | 13 293 | 06 1.29 07 1.69
2016-17 59 198.81 | 10 320 | 03 1.01 07 2.19
Total 312 418.67 | 72 2420 | 35 15.84 25 6.34

Source: Information supplied by University.

e Of 312 research projects (¥ 418.67 crore) submitted by the University to the
funding agencies during 2012-17 only 72 projects (23 per cent) were approved for
T 24.20 crore. Reasons for approval of less number of projects though asked for
were not provided which was indicative of the fact that projects were not pursued
properly and reflected non-seriousness on the part of the University authorities for
the research activities.

e QOut of 72 projects taken up for execution only 35 projects (49 per cent) were
completed after an expenditure of ¥ 15.84 crore and 12 projects (17 per cent)
having approved cost of ¥ 2.08 crore were terminated (September 2014) after
incurring an expenditure of I 0.39 crore as no funds thereto were received from the
funding agencies. Termination of the projects mid-way rendered the expenditure
infructuous as necessary research activities thereof were not carried out effectively.

e FEight (out of 25) projects stipulated to be completed between March 2016 and
October 2016, were lying incomplete entailing a delay of five to twelve months.

e The University had not maintained library of outcome of 35 research projects
undertaken/ completed during 2012-17 without which authenticity/ results of the
research activities could not be verified in audit.

The Director of Research stated (July 2017) that impact assessment for the project
would be done by concerned funding agency. The reply is not acceptable as the
University should have included the provision of impact assessment in the project
proposals to determine the area which require suitable corrective action and ascertain
the outcome of the research projects.

Some of the projects are discussed below:
(@)
To assess the block level soil fertility status of the State through improved techniques

of soil sample collection based on global positioning system (GPS) a project
“Development of block level soil fertility map of Himachal Pradesh' was sanctioned

Development of block level soil fertility map

(April 2010) for ¥ 1.67 crore by the State Level Sanctioning Committee under
Rashtriya Krishi Vikas Yojna (RKVY). The project including six components®* was to
be completed within one year of the sanction.

24 Man power: I 0.12 crore; operational expenses: I 0.12 crore; digitisation and geographic

information system based preparation of soil fertility maps: ¥ 0.10 crore; equipment:
¥ 1.12 crore; training officials engaged in soil samples collection (GPS based): ¥ 0.01 crore and
analytical laboratory and soil sampling processing: ¥ 0.20 crore.
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Audit noticed that out of ¥ 1.67 crore received (August 2010) for the project, the
University had incurred expenditure of I 1.65 crore during 2010-14. All the
components of the project except equipment had been completed at a cost of
% 0.60 crore and the Soil Science Department of the University had uploaded
(April 2015) the block level soil fertility map of State of Himachal Pradesh on the
University website. However, the Inductivity Coupled Plasma Mass Spectrometer
(ICPMS) equipment (soil fertility testing equipment) though installed at a cost of
T 1.05 crore in August 2016 had not been made functional as of May 2017 as the soil
fertility map were developed and uploaded in the University website with the facility
already available in the State Agriculture Department.

The Project Investigator stated (June 2017) that purchase of instrument and
infrastructure development was continuous process. The reply is not acceptable as
purchase of equipment after development of soil fertility map was not justified and the
expenditure to that extent could have been avoided.

Government/ University need to ensure alternative utilisation of ICPMS.

(ii)  Project on management strategies in yellow rust of wheat

For implementation of a project ‘Management strategies for yellow rust of wheat in
Himachal Pradesh’ sanctioned (June 2013) for ¥ 2.81 crore under RKVY by the State
Level Sanctioning Committee, the University had received ¥ 2.44 crore. The main
objective of the project was to assess the enhancement of seed replacement rate of
wheat from present level of 17 to 40 per cent in the State by increasing the production
of nucleus and breeder seed of yellow rust resistant varieties at the University farms.
The project having three components>> was to be completed by June 2016.

Audit noticed that the University had utilised the entire amount during 2013-17.
However, the University had not secured the balance sanctioned funds of I 0.37 crore
from the State Government and the project had not been completed due to following
deficiencies:

e Against the provision of ¥ 0.28 crore for 'Development of yellow rust management
module(s)’, the University had incurred expenditure of I 1.37 crore. This had
resulted in excess expenditure of ¥ 1.09 crore. Besides, the development of the
required module(s) was not on records which indicated that in spite of the excess
expenditure, the University had not been able to develop any yellow rust
management module(s) as of July 2017.

e Against the provision of ¥ 1.10 crore for 'Development of yellow rust resistant
varieties of wheat', the University had spent only ¥ 0.24 crore (22 per cent) which
indicated the University had not paid adequate attention towards development of
the yellow rust resistant varieties of wheat as of July 2017.

e Under component 'Quality seed production of yellow rust resistant varieties' the
University had spent ¥ 0.83 crore against the provision of I 1.43 crore. Besides,

% Quality seed production of yellow rust resistant varieties: ¥ 1.43 crore; development of yellow

rust resistant varieties: ¥ 1.10 crore and development of yellow rust management module(s):
% 0.28 crore.

21|Page



Audit Report- Social, General and Economic Sectors (Non-PSUs) for the year ended 31 March 2017

against the targets of 2,025 quintal seed, only 1,489.80 quintal seed (nucleus?®
seed: 74.06 quintal and breeder ? seed 1,415.74 quintal) was produced
during 2013-16 resulting in shortfall of 535.20 quintal seed. Thus, the quality
seed production of yellow rust resistant varieties of wheat was not produced
as per targets.

* Assessment of enhancement of seed replacement rate of wheat seed of yellow rust
resistant varieties from present level of 17 to 40 per cent being the main objective
of the project was neither on records nor seems plausible in view of findings above.

The Head of the Department of Crop Improvement stated (June 2017) that impact
assessment was not a part of the project and no funds were demanded for the purpose.
The reply, however, does not explain the reasons for non-incurring expenditure as per
approved project and non-completion of the project in a timely manner. Thus, in spite
of incurring expenditure of ¥ 1.37 crore no module could be developed by the
University as of July 2017.

2.1.10.3  Patent rights for inventions and discoveries

Paragraph 7.10 (1) of the Statutes of the University provides for sole right of the
University in respect of any invention or discovery or any process made in its
laboratories, farms or workshops and securing the patent right thereof from the
Government. The University was to bear the cost of securing the patent right and
receive all royalties, remuneration or income accruing from the sale or commercial
exploitation of such a patent.

Audit noticed that the University had not made any inventions or discoveries during
2012-17. In respect of eight inventions made during 2003-09, no patent was secured
from the Patent Office of GOI as of July 2017 though necessary applications thereof
had been submitted?® (between June 2003 and December 2010) to the National
Research Development Corporation, New Delhi. Besides, in respect of a patent of
‘Improved tissue chamber assembly for isolated organ bath apparatus' granted
(November 2011) by GOI, no royalty/ remuneration or income through the patent had
accrued to the University as of May 2017 which indicated that the University had not
explored the sale/ commercial exploitation of the patent.

The University may consider establishing a separate wing for commercial exploitation
of patents and successful research projects.

% Genetically pure seed with physical purity and produced by State Agriculture University.

Progeny of nucleus seed multiplied in large area.

Insecticidal properties of bioactive constituents in methanol extract of Cnicus wallichi leaves in
2004 (October 2004); A process for the manufacture of anti-feedant/ repellent material from
leaf extracts of Eupatorium in 2003 (June 2003); Insecticidal properties of bioactive
constituents in methanol extracts of Pterospermum acarofolium leaves against stored grain
pests in 2003 (August 2005); Pesticidal formulation of bioactive ingredients in methanol
extracts of Agave Americana leaves in 2003 (March 2005); Repellent activity of bioactive
constituents in methanol extracts of Dodonaea viscosa leaves against mosquitoes in 2004
(March 2006); An improved process for utilisation of chromosome elimination technique
following bread wheat Triticum aestivum x Imperanta cylinderica system in 2005 (April 2007);
Premix Blower Type Biogas Stove with Clinical Burner for Community cooking in 2005 (April
2006) and A process of preparing a liquid bio fertilizer formulation in 2009 (December 2010).

27
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2.1.104

As envisaged under paragraph 18.6 of Accounts Manual, in respect of the research/
seeds production farms, the University had not prepared cropping scheme indicating
cropping pattern for each plot and expected yield of each farm before the
commencement of each season (Kharif or Rabi) during 2012-17. The University had
not planned the seed production in the farms and the cropping pattern was adopted on
ad hoc basis. The details of coverage of area and production of quality wheat and
maize seeds in the University farms during 2012-17 are depicted below.

Cropping scheme and production of seeds

Table-2.1.7: Details of production norms and actual production of seed in University farms
during 2012-17
(Area in hectare, seed in quintals and loss ¥ in lakh)

Production
Year Area covered Required as per Actual Shortfall Loss®
norms>’
Wheat | Maize Wheat | Maize Wheat | Maize Wheat Maize
2012-13 19.15 2.00 421.30 66.00 270.05 51.90 151.25 (36) 14.10 (21) 6.72
2013-14 17.65 2.10 388.30 69.30 296.78 35.48 91.52 (24) 33.82 (49) 5.09
2014-15 16.55 2.00 364.10 66.00 137.88 30.86 226.22 (62) 35.14 (53) 10.91
2015-16 11.95 1.80 262.90 59.40 55.75 5.34 207.15 (79) 54.06 (91) 16.29
2016-17 7.25 0.90 159.50 29.70 53.67 8.08 | 105.83 (66) 21.62 (73) 7.33
Total 72.55 8.80 | 1596.10 | 290.40 814.13 131.66 781.97 158.74 46.34

Source: Information supplied by University. Note: Figures in parenthesis indicate percentage.

. The coverage of area under production of wheat seed had decreased from
19.15 hectare in 2012-13 to 7.25 hectare in 2016-17 and the area under maize
seed production had also decreased from two hectare to 0.90 hectare.

. Against the norms, the shortfall in production of wheat seed during 2012-17
ranged between 24 and 79 per cent and that of maize it ranged between 21 and
91 per cent. The production of seeds in the University farms below the norms
resulted in loss of ¥ 46.34 lakh.

The Head of Department of Seed, Science and Technology stated (June 2017) that

there were no adequate irrigation facilities in the farm areas and the farms were

surrounded by thick forests where birds, stray cattle and wild bears damaged the crops.

The fact, however, remains that the Department had not taken steps to protect the crops

from stray/ wild animals and birds and arranged adequate irrigation in the farm areas.

The University however, had not furnished reasons for decreasing trends of coverage

of area for seed production during 2012-17. Even more the shortage of production

vis-a-vis norms has been consistent despite of less coverage of area during the period.

It is not clear if all the area of university was prone to attack from birds and stray

animals. University need to identify a secured patch to have production as per norms.

2.1.10.5

New varieties of seeds are developed by the Crop Improvement Department of the
University and issued to the Seed Science and Technology Department and Research
Stations/ Krishi Vigyan Kendras for multiplication into nucleus and breeder seeds to
fulfil the need of State Agriculture Department. The details of demand and supply of
seeds to the Agriculture Department during 2012-17 are depicted in following table:

Supply of breeder seed

29 Rates of wheat per quintal: 2012-13 (X 4,100), 2013-15 (X 4,200), 2015-16 (X 6,300) and
2016-17 (X 5,700) and rates of maize per quintal: 2012-14 (% 3,700), 2014-15 (X 4,000) and
2015-17 X 6,000).

30 Wheat at the rate of 22 quintals per hectare and maize at the rate of 33 quintals per hectare.
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Table-2.1.8: Details of demand and supply of seeds to the Agriculture Department during 2012-17
(In quintals)

Year Wheat Maize Rice Pulses Vegetables

D S D S D S D S D S

2012-13 250 250 1.00 1.00 25.00 25.00 28.00 1346 | 6.00 | 6.00

2013-14 270 270 | 0.15 0.15 23.00 23.00 42.05 19.76 | 32.50 | 29.28

2014-15 375 375 | 550 | 5.50 25.00 9.90 48.00 48.00 | 840 | 5.26

2015-16 390 358 | 15.00 | 13.12 25.00 25.00 49.72 46.91 570 | 4.63

2016-17 390 390 0 0 20.00 20.00 51.30 3020 | 9.15| 7.60

Total 1,675 | 1,643 | 21.65 | 19.77 | 118.00 | 102.90 | 219.07 | 158.33 | 61.75 | 52.77

Source: Information supplied by University. Note: D: Demand and S: Supply.

Against demand of the Agriculture Department, there was short supply of rice breeder
seeds during 2014-15 (15.10 quintals) and wheat/ maize breeder seeds during 2015-16
(wheat: 32 quintals and maize: 1.88 quintals). There was also short supply of pulses
breeder seeds of 60.74 quintals during 2012-14 and 2015-17 and vegetable breeder
seeds of 8.98 quintals during 2013-17. The Head, Department of Seed, Science and
Technology attributed (July 2017) the shortfall in supply of seeds to less production.

2.1.10.6  Organic farming promotion in Himachal Pradesh

The State Level Sanctioning Committee sanctioned (April 2010) a project ‘Organic
farming promotion in Himachal Pradesh' for < 2.78 crore under RKVY to be
implemented in two years. The University had received I 2.55 crore from the
Director of Agriculture during 2010-11 (X 2.12 crore) and 2011-12 (X 0.43 crore)
for implementation of the project in four districts ' by the University . Audit
noticed that:

e As per agreement, the University paid (October 2010) ¥ 0.27 crore as advance to
Himachal Organic Farmers Forum (HOFF) an NGO for identification and
organisation of farmers for organic farming. However, as per University inquiry
report (December 2011) and minutes of review meeting of RKVY projects held in
April 2014, the HOFF submitted the accounts for adjustment of the advance of
% 0.27 crore in the form of fake bills/ documents without doing any field work as
the names of farmers stated to have been identified were taken from the revenue
records without visiting the villages. Evidently, the amount had been misutilised by
HOFF. Besides, in the absence of penal provision of compensation for damages in
the agreement, the University could not take action against the HOFF for claiming
refunds as of July 2017.

¢ In the meantime, the University had also incurred expenditure of I 0.96 crore
during 2011-15 on the envisaged activities* of the project. Balance ¥ 1.32 crore

3l Kangra, Kullu, Mandi and Shimla.

2 Gathering/ assessing innovative organic practices from across the country, testing of identified
organic practices, research in organic practices/ technologies, and preparing package of organic
guidelines for fruit and vegetable crops: I 1.14 crore (Salaries: ¥ 0.24 crore and operational
expenses: % 0.90 crore).

Gathering/ assessing innovative organic practices from across the country, testing of identified
organic practices, research in organic practices/ technologies, etc.: Salaries (¥ 0.45 crore) and
operational expenses (% 0.51 crore).
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was refunded (August 2014) to the Agriculture Department and the University had
not carried out any activity of the project further. Thus, in the absence of
identification and organisation of the farmers towards organic farming and training
of farmers for adoption of techniques by HOFF, the entire expenditure
(X 1.23 crore) incurred on the project proved infructuous.

In the exit conference, the Head of Department of Organic Farming stated that the
matter was in arbitration. The fact, however, remains that the University had neither
checked the eligibility/ reliability of the HOFF before release of funds nor ensured
proper monitoring of the project. Absence of any provision of imposition of penalty in
the agreement for wrong doings by the HOFF jeopardised the public interest against
losses. Besides, non-completion of the project had also deprived the farming
community of the intended benefits.

2.1.10.7  Non-completion of research project on pashmina fibre

The ICAR sanctioned (January 2009) a research project on "A value chain on
enhanced productivity and profitability of pashmina fibre" under the National
Agricultural Innovation Project (NAIP) for  1.39 crore. The project was to be
implemented by June 2012.

Audit noticed that out of ¥ 1.23 crore®* received during 2008-14 from the ICAR, the
University had utilised ¥ 1.12 crore®> on implementation of project and refunded
(March 2013) ¥ 0.06 crore to the funding agency leaving balance of ¥ 0.05 crore in
bank as of June 2017. However, the University had not received the remaining grant of
% 0.16 crore from ICAR and the project had not been completed due to the following
reasons/ deficiencies:

e Qut of provision of ¥ 0.62 crore under non-recurring component, the University
had diverted ¥ 0.27 crore towards other components (Recurring contingencies:
% 0.23 crore, Human resource development: ¥ 0.02 crore and Institutional charges:
% 0.02 crore) during 2009-14 without approval of funding agency.

e Against equipment of ¥ 0.45 crore required to be purchased for the project,
equipment of ¥ 0.11 crore only were purchased which indicated that the University
had not procured all the equipment provided.

The Head of Department of Veterinary Medicine stated (July 2017) that the project
could not be completed due to limited working season. The reply is not acceptable as
the implementation of the project had already been delayed by more than five years
from the scheduled date of completion.

2.1.10.8 Non-designing and developing of improved tools and implements

The Department of Agricultural Engineering is functioning with the mandate of need
based and strategic research in different areas such as development of improved tools
and implements for hilly areas; soil conservation and water management and

34 Recurring contingencies: ¥ 0.57 crore, Human Resource Development: ¥ 0.01 crore,

Non-recurring contingencies: I 0.62 crore and Institutional charges: ¥ 0.03 crore.
Recurring contingencies: ¥ 0.80 crore, Human Resource Development: ¥ 0.03 crore,
Non-recurring contingencies: I 0.24 crore and Institutional charges: ¥ 0.05 crore.
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post-harvest technologies. For this purpose, the Department has created necessary

infrastructure worth ¥ 2.20 crore’®.

Audit noticed that the Department of Agricultural Engineering of the University had
incurred an expenditure of ¥ 8.78 crore on salaries of staff and other administrative
expenses during 2012-17. However, as mandated, no specific research in areas of
agriculture engineering was carried out during the above period. The Head,
Department of Agricultural Engineering stated (June 2017) that new research projects
could not be prepared/ matured due to shortage of staff. The reply should be seen in the
light of the fact that for optimum utilisation of the created infrastructure, the University
should have secured sufficient manpower.

2.1.11 Extension activities

Main extension activities of the University include transfer of modern technologies and
high yield variety (HYV) seed to farmers to improve productivity in agriculture and
allied sectors, impart need based training programmes to officials, extension
programmes for the functionaries of the Government and other organisations and
farmers with the help of the Krishi Vigyan Kendras (KVKs). Eight KVKs of the
University were to conduct ICAR sponsored extension programmes on farm testing,
training to the personnel regarding agriculture researches, vocational training courses
for farmers, front line demonstrations and on farm trials.

2.1.11.1

Audit noticed that Director of Extension Education had not maintained KVK-wise
records of targets fixed and achievements thereagainst for imparting training to
extension personnel, farmers, front line demonstrations (FLDs) and on farm trials
(OFTs) during 2012-17. However, as per information supplied by the eight KVKs,
details of extension training imparted to State Government employees (GEs),
University employees (UEs) and farmers are depicted in table below:

Training Programmes

Table-2.1.9: Details of extension training to UEs, GEs, farmers and FLDs/ OFTs during 2012-17
(In numbers)

Year Targets Achievements
UEs | GEs | Farmers | FLDs/ UEs | GEs Farmers | FLDs/
OFTs OFTs
2012-13 5 25 543 1,114 5 28 (112) | 687 (127) | 1,358 (122)
2013-14 6 26 484 1,055 6 11(42) | 571 (118) | 1,329 (126)
2014-15 4 21 509 1,007 4 13(62) | 621(122) | 1,202 (119)
2015-16 2 31 452 1,080 2 13(42) | 549 (121) | 1,292 (120)
2016-17 5 31 503 981 5 21(68) | 583 (116) | 1,008 (103)
Total 22 134 2,491 5,237 22 86 3,011 6,189

Source: Information supplied by KVKs. Note: Figures in parenthesis indicate percentage.

During 2012-17, the University had imparted training to its employees as per targets.
In respect of Government employees, there was excess coverage to the extent of
12 per cent during 2012-13 whereas the achievements during 2013-17 ranged between
42 and 68 per cent. The targets of training to farmers and FLDs/ OFTs were achieved
during 2012-17, however, no impact assessment of the training was carried out.

Audit is of the view that the University should conduct impact assessment of benefits of
the training accrued to the farmers.

36 Old building (1985: ¥ 0.06 crore), New building (2010: % 0.73 crore), workshop (1985:
% 0.25 crore), training hall (1995: % 0.21 crore), agro processing centre (2002: ¥ 0.16 crore),
museum (2009: ¥ 0.12 crore) and implement shed (2013: ¥ 0.67 crore).
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2.1.11.2  Services rendered by agriculture technological information centre

In order to sell and distribute improved products®’ emerging as a results of research,
agriculture technological information centre (ATIC) as single window service to the
farmers was established (November 2001) in the University under the National
Agricultural Technology Project.

Audit noticed that there was improvement in ATIC advisory services of farmers in the
University during 2012-17 as telephonic calls had increased from 159 in 2012-13 to
766 in 2016-17 and farmers visits had also increased from 2,147 in 2012-13 to 6,435 in
2016-17. However, the University had not fixed any targets/ system for sale/
distribution of improved products at ATIC during 2012-17. Except 6,013 kilograms
(kgs) wheat seed during 2012-14, 286.50 kgs maize seed during 2015-17, 70 kgs
Rajmash seed and 17.50 kgs Mash seed during 2016-17 sold to the farmers at
the ATIC, the other main crop seeds including paddy, barely, etc., were not sold
during 2012-17.

The Manager (ATIC) stated (June 2017) that the seed was sold to the farmers asper
their demand and in case of non-availability of the seed in the ATIC, the farmers were
advised to purchase the same from the concerned Departments of the University. The
fact, however, remains that the purpose of establishing the ATIC to provide a single
window service to the farmers remained unachieved.

2.1.12 Other Points
2.1.12.1 Delayed construction of hostels

(1) For construction of two hostels (68 UG girls and 84 UG boys) at approved
ICAR grants of ¥ 2.50 crore each, the University had received < 2.39 crore in 2015-16
from the ICAR. Audit noticed that the works could not be taken up for execution as of
May 2017 due to delay in approval of the competent authority and finalisation of
tenders which resulted in parking of funds in saving bank account for more than seven
to 15 months.

(i1) For construction of a hostel for 108 girls from State grants of ¥ 1.50 crore, the
University had received (August 2015) ¥ 1.50 crore from the Director of Agriculture.
Audit noticed that the work could not be taken up for execution as of May 2017 due to
non-completion of codal formalities (preparation of architectural drawing, technical
sanction and floating of tenders) and the amount was lying unutilised in saving bank
account for more than 20 months.

Thus, timely action was not initiated to get these formalities completed and the delay
in execution of the work deprived the concerned beneficiaries of the intended benefits.

2.1.12.2 Under-utilisation of international students’ hostel

Audit noticed that the University had completed (July 2008) the construction of a
double storey international students hostel at a cost of I 1.91 crore. However, against
capacity of 12 students, only one to six students®® were allotted accommodation in the
hostel during 2012-17. The Students Welfare Officer stated (May 2017) that the
accommodation could not be utilised optimally due to admission of less number of
NRIs/ foreign students.

3 Seeds and planting materials, livestock breeds and processed products, etc.

38 2012-13: two; 2013-14: three; 2014-15: one; 2015-16: six and 2016-17: six.
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Audit is of the view that the University should explore alternative use of NRI hostel as
Guest house or hostel for students.

2.1.13 Internal controls and monitoring
2.1.13.1 Meetings of governing bodies

(1) As per Section-9 of the University Act, ‘Council of Agricultural, Horticultural
and Forestry Education and Research’ under the chairmanship of the State Chief
Secretary was to meet thrice in a year to review the work done in the Universities
relating to education, teaching, research and extension education in agriculture. Audit
noticed that against 15 meetings of the Council to be held during 2012-17, only two
meetings (28 July 2012 and 24 June 2014) were held.

(i) As per Section 11 of the Act ibid, the Senate of the University was to meet
once in a calendar year on the date to be fixed by the Chancellor (Chairman of the
Senate) to review the broad policies and programmes and suggest measures for the
improvement and development of the University. Audit noticed that against five
meetings of the Senate to be held 2012-16, only two meetings were held.

(i1i1))  Section 13 of the Act ibid provides for convening of meeting of the Board of
Management (BOM) of the University at least once in every three months to review
the financial requirements and estimates and regulate policies relating to the University
in accordance with the provision of the Act or the Statutes. Audit noticed that against
20 meetings to be held during 2012-17, only nine meetings were held during 2012-16.

The Assistant Registrar (Administration) stated (May 2017) that being Chairman,
meetings of Council of Education and Research were to be fixed by the State Chief
Secretary and meetings of the Senate and BOM could not be held due to administrative
reasons and lack of agendas. The reply is not acceptable as in the absence of meetings
of the Senate/ Board, the receipts and utilisation of grants/ funds, running of academic
programmes, research/ extension activities, etc., were not reviewed and lapses had
occurred as indicated under paragraphs 2.1.7.1, 2.1.9.1 to 2.1.9.4, 2.1.10.1 to 2.1.10.3
and 2.1.11.

2.1.13.2 Management information system/ integrated university management
system

Management Information System (MIS) helps to analyse the monthly inflow and
outflow of money, stock, staff performance and business of the institution. Audit
noticed that no integrated management information system for the purpose was
evolved by the University. While admitting the facts (April 2017) the computer
programmer of the University did not furnish reasons for non-development of the MIS.

2.1.13.3  Non-conducting of Inspections

As per paragraphs 3.6 of Statutes and 13.5 of Accounts Manual of the University, the
Comptroller of the University effects internal inspection of accounts of all the
University campus and research stations through internal inspection unit which was
also to conduct surprise visits to various units/ departments/ research stations for
stock inspection. However, the frequency and periodicity of the inspections have not
been prescribed.

Audit noticed that the inspection unit of the University had neither prepared any
inspection plan nor conducted any inspections, surprise visits of various units, etc.,
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during 2012-17. This reflected lack of internal controls in the University as absence of
inspections led to many financial lapses as indicated under paragraphs 2.1.7.1 to
2.1.7.5. In the exit conference, the Comptroller stated that the inspections could not be
carried out due to shortage of staff. The fact, however, remains that there was no
shortage of staff in the internal inspection unit®.

2.1.13.4 Non-maintenance of assets register

Audit noticed that assets register of permanent and semi-permanent nature, assets
acquired out of grants received from the Government/ ICAR was not maintained by the
University as required under the financial rules. The Departments had also not devised
any system to see as to what assets were created by the grantee institution and whether
the assets so created out of the grants were being utilised for the intended purpose.

2.1.13.5 Recommendations/ action points of monitoring and review team of
Indian Council of Agriculture Research

The Monitoring and Review Team of ICAR in its Peer Report for 2012-16 had

observed (October 2016) that the University should:

e make provision for internship hostel for College of Veterinary and Animal
Sciences;

e create experiential learning unit for modernisation of tea processing unit for value
addition and honey bee production;

¢ make special efforts to develop linkages with various commodity boards as the
committee had not seen viable linkages of the University with such boards like
Spice Board, Tea Board, National Horticulture Board, Bee Board; etc., and there
was a lot of scope for mutual ventures;

e make efforts to motivate the faculty for getting financial assistance through
submission of projects on basic and strategic research to funding agencies like
ICAR, department of bio-technology, department of science and technology and
other departments as the committee had not seen any major project with large
funding in College of Agriculture as well as College of Home Science; and

¢ make funds available for the construction of two hostels as no headway had been
made in the construction process for the last one year.

Audit noticed that action taken report in compliance of the above observations had not
been submitted by the University to the ICAR as of July 2017. In the exit conference,
the VC assured to comply with the observations. Audit is of the view that action on
the recommendations of the ICAR being a prime funding agency should have been
taken expeditiously.

2.1.14 Conclusion

The performance audit highlighted the shortcomings of the University in the areas of

financial management, academic and research activities, extension education and
monitoring as under:

3 Sanctioned strength: Assistant Registrar (one), Section Officer (one), Senior Assistant (four),

Clerk (one) and Peon (one) and Person in position: Assistant Registrar (one as additional
charge), Section Officer (one as additional charge), Senior Assistant/ Superintendent (three),
Clerk (one in 2012-13 only) and Peon (one).
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The financial management was weak as the University failed to prepare the balance
sheet and there were instances of excess expenditure under various heads, irregular
payments of pension and other retirement benefits out of State grants and
non-adjustment of contingent advances for prolonged period.

In the academic front, the overall shortage in faculty members affected the quality
education and research activities. The University was unable to attract and retain
full quota of intake capacity of students. Non-recognition of a master degree
programme (M.Sc. Biology) and non-receipt of accreditation of College of Home
Science had not only resulted in wastage of time and money of many students but
also risked their future employment/ higher educational opportunities.

In the research arena, some of the projects remained incomplete for many years and
in the absence of monitoring and impact assessment/ evaluation, the fates of the
completed projects were not ascertainable. The University was unable to
secure patent of its researches from the patent office of the Government of India
since long.

Extension activities of transferring technology and improved products as a result of
researches of the University to farmers were not effective as except sale of
improved wheat seed in 2012-14, sale of the major crops seeds through agriculture
technology information centre during the period covered under audit was almost
negligible. The impact assessment regarding benefit of the training imparted to the
farmers was also not conducted so as to verify the authenticity and effectiveness of
the training.

Internal controls and monitoring mechanism in the University were almost
non-existent as the internal inspection wing of the University had neither
conducted inspections of accounts/ stock nor developed integrated management
information system. There was shortfall in convening of meetings of the
Government bodies including Senate and the Board of Management to review the
policy and performance of programmes of the University.

2.1.15 Recommendations

The Government may consider to:

Strengthen the internal controls to avoid financial irregularities and prepare balance
sheet annually so as to exhibit true and fair picture of the affairs of the University.

Rationalise the required faculty with reference to the reduced intake and address
the shortfall of faculty members and other staff, if any, to improve quality of
education and research, and strengthen the placement cell for job opportunity to the
degree holder aspirants besides desisting introduction of unviable/ unrecognised
programmes in the University.

Expedite the research activities to ensure their timely completion and also transfer
of technology and improved products as a result of research to the farmers to boost
production.

Audit findings were referred to Government in August 2017. Reply had not been
received (November 2017).
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Higher Education and Technical Education Departments
Do) Establishment and Regulation of Private Universities

The State Government passed the Himachal Pradesh Private Universities
(Establishment and Regulation) Act, 2006 for establishment of private universities and
notified Guidelines for Establishing Private University in Himachal Pradesh in 2008
(modified in 2009). Thereafter, the Himachal Pradesh Private Educational Institutions
Regulatory Commission (HPPEIRC/ Regulatory Commission) was established in
February 2011 for regulation of private institutions of higher education. The
Departments of Higher Education and Technical Education are responsible for overall
policy formulation and regulation of private universities in the State.

Some of the significant audit findings from the Performance Audit are given below:

* Assessment of need for private universities in the State was not made, and 17
Private Universities had been established of which 10 were located in one district
alone (four in one Gram Panchayat) indicating that regional needs/ priorities
were not considered.

(Paragraph 2.2.6.1)

e The State Government had not prescribed any objective criteria/ norms for
assessing the financial soundness, expertise and potentiality of the courses
proposed by the sponsoring bodies leading to arbitrary and non-transparent
decision-making.

(Paragraph 2.2.6.2)

e There was acute shortage of manpower in the Regulatory Commission, which
was reflected in large shortfalls in conducting inspections. 1394 courses in
private universities during 2011-17 had been approved by the Regulatory
Commission without conducting inspections to ascertain availability of
infrastructure and staff.

(Paragraphs 2.2.7.1 and 2.2.8.1)

e The fees proposed by private universities had been approved by the State
Government without considering costing elements; three test-checked private
universities had increased fees by 21, 23 and 58 per cent for the academic session
2017-18 as compared with 2016-17 without justification.

(Paragraph 2.2.9.1)

® Three test-checked private universities had made unauthorised collection of

Development Charges amounting to < 4.58 crore. Four test-checked private

universities had not refunded security money of ¥ 2.89 crore to 2,906 passed out
students during 2012-16.

(Paragraphs 2.2.9.2 and 2.2.9.4)

e Fifteen private universities were functioning in the State with faculty not
possessing minimum qualifications especially in the Professor (22 per cent) and
Associate Professor (28 per cent) levels.

(Paragraph 2.2.10.1)

e There was significant shortage of faculty in private universities, particularly in
the Professor (38 per cent) and Associate Professor (61 per cent) levels.

(Paragraph 2.2.10.2)

e Qut of 17 private universities in the State, only three had obtained accreditation

Jrom National Assessment and Accreditation Council as of March 2017.
(Paragraph 2.2.13.1)

31IPage



Audit Report- Social, General and Economic Sectors (Non-PSUs) for the year ended 31 March 2017

2.2.1 Introduction

Due to increasing demand for higher education, the National Knowledge Commission
has noted' that while Government financing will remain the cornerstone for the large-
scale expansion in higher education, this will not suffice and that it is essential to
stimulate private investment in higher education to extend educational opportunities.

In Himachal Pradesh, 17 private universities? have been established between
May 2002 and April 2014 through separate Acts of the State Legislature; such as the
Jaypee University of Information Technology Act, 2002, or the Chitkara University
(Establishment and Regulation) Act, 2008.

Establishment of Private Universities

The State Government first created a framework for establishment and running of
private educational institutions in 1999 by promulgating the Himachal Pradesh Private
Educational Institutions (Regulation), Act, 1997 which remained in force until 2006.
One private university’ was established during the period in which this Act remained
in force. In 2006, the Himachal Pradesh Private Universities (Establishment and
Regulation) Act, 2006 was promulgated which laid down a detailed framework and
process for establishment and regulation of private universities. This legislation
remained in force until 2008, and two private universities* were established during this
period. After the repeal of the Act of 2006 in the year 2008, the State Government
formulated and notified Guidelines for Establishing Private University in Himachal
Pradesh (December 2008, revised in November 2009). 14 private universities® were
established after these guidelines were notified.

The process for establishment of private universities, as prescribed in the Act of 2006
and the guidelines of 2008 and 20009 is briefly explained below:

e An application/ proposal for establishment of private university, containing
prescribed details such as objective of the university, justification regarding
necessity of establishment of the university, nature and courses of study, research
proposed to be undertaken, etc., is to be submitted by the sponsoring body to the
State Government.

e The application is to be considered by a designated committee of the State
Government on the grounds of financial soundness and background (experience
and expertise) of the sponsoring body, and the potential of the courses proposed to
be offered. The committee shall submit its report to the State Government.

National Knowledge Commission, Report to the Nation, 2006-09.

District-wise breakup: Hamirpur: one; Kangra: two; Mandi: one; Shimla: one; Sirmaur: one;
Solan: 10 and Una: one.

Jaypee University of Information Technology (2002).

4 Chitkara University (April 2008) and Eternal University (April 2008).

3 Bahra University (September 2009); Shoolini University (October 2009); Baddi University
(October 2009); Indus International University (October 2009), Manav Bharti University
(November 2009); Arni University (November 2009); Maharshi Markandeshwar University (July
2010); Sri Sai University (September 2010); ICFAI University (June 2011); Career Point
University (May 2012); IEC University (June 2012); APG Shimla University (June 2012);
Maharaja Agrasen University (July 2012) and Abhilashi University (April 2014).
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® On the basis of the report of the committee, the State Government may issue a
Letter of Intent (Lol) to the sponsoring body, requiring the sponsoring body to
fulfil certain conditions such as establishment of endowment fund, land
acquisition, creation of infrastructure, hiring of faculty, etc. The sponsoring body
would have to submit a compliance report to the State Government within a
prescribed period.

¢ The compliance report would be verified by the designated committee of the State
Government, which would submit a report on whether the sponsoring body had
fulfilled the conditions laid down in the Lol.

e [f the State Government is satisfied after considering the verification report of the
committee, necessary action would be taken by the State Government for
establishment of the private university through an Act of the State Legislature.

Regulation of Private Universities

For regulation of private institutions of higher education, including private universities,
the Himachal Pradesh Private Educational Institutions Regulatory Commission
(HPPEIRC/ Regulatory Commission) was established in February 2011 through an Act
of the State Legislature®. The Regulatory Commission has the duty of ensuring
appropriate University Grants Commission (UGC)/ All India Council for Technical
Education (AICTE) norms in respect of standards of admission, teaching, examination,
research, qualified teachers and infrastructure, grievance redressal and protection of
interest of students in private educational institutions. The Regulatory Commission is
vested with the powers of a civil court for the purpose of regulation, and it may
conduct inspections and impose penalties for failure of an institution to meet
regulatory standards in respect of admissions, fees, faculty, examination,
infrastructure, etc.

In addition to the above, all private universities are required to adhere to norms,
regulations and standards prescribed by the UGC, AICTE and other professional
councils/ regulatory bodies.

2.2.2 Organisational Setup

The Department of Education and the Department of Technical Education, headed by
their respective Principal Secretaries, along with their respective Directorates of
Higher Education and Technical Education are responsible for policy formulation,
establishment and overall regulation of private universities. The Himachal Pradesh
Private Educational Institutions Regulatory Commission (HPPEIRC) is directly
responsible for regulation of private universities.

In each private university, the chairperson of the respective university's Governing
Body is the Chancellor of the private university. The Vice-Chancellor (VC), appointed
by the Chancellor, is the overall in-charge and head of the Management Board.

223 Audit Objectives

The objectives of the performance audit were to ascertain whether:

Himachal Pradesh Private Educational Institutions (Regulatory Commission) Act, 2010.
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e appropriate policy framework was formulated and adhered to for setting up of
private universities;

¢ the regulatory mechanism governing functioning of private universities was being
adhered to/ enforced; and

e the outcomes envisaged from establishment of private universities were
being achieved.

224 Audit Scope and Methodology

The performance audit of establishment and regulation of private universities in
Himachal Pradesh covered the period from 2009-107 to 2016-17. The audit involved
scrutiny of records of the Directorate of Higher Education (in the Department of
Education), Directorate of Technical Education (in the Department of Technical
Education), and Himachal Pradesh Private Education Institutions Regulatory
Commission (Regulatory Commission/ HPPEIRC). Nine out of 17 private universities
were also selected® for test-check.

The audit methodology consisted of scrutiny/ examination of records and joint
physical inspection of works/ infrastructure. An entry conference was held on 07 April
2017 with the Principal Secretary, Education to discuss the audit objectives, criteria,
audit scope and methodology of the performance audit. The audit was conducted
between April 2017 and July 2017. Audit findings were discussed in an exit
conference with Secretary (Education) on 30" August 2017. The views of the State
Government have been incorporated in the report at appropriate places.

2.2.5 Audit Criteria

The audit criteria for the performance audit were derived from the following sources:

® University Grants Commission (UGC) Act, 1956 and rules and regulations
made thereunder;

e UGC (Establishment and Maintenance of Standards in Private Universities)
Regulations, 2003;

¢ Himachal Pradesh Private Universities (Establishment and Regulation) Act, 2006;

e Guidelines for Establishing Private University in Himachal Pradesh, notified by the
State Government in December 2008 and November 2009;

e Respective Acts establishing private universities;

¢ Himachal Pradesh Private Educational Institutions (Regulatory Commission) Act,
2010 and rules made thereunder; and

e Acts/ Rules/ Regulations of other Central/ State Regulatory Bodies providing
standards/ norms.

! From 2002-03 to 2016-17 in the case of Jaypee University.

Private Universities (PUs) were divided into two strata based on enrolment. All seven PUs
having enrolment more than 2,500 were selected in the sample. Two out of 10 PUs having
enrolment less than 2,500 were selected by adopting Simple Random Sampling Without
Replacement (SRSWOR) method of sampling.
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2.2.6 Establishment of Private Universities
2.2.6.1 Non-assessment of need for private universities

The State Government had formulated and notified (December 2008 and November
2009) guidelines for establishment of private universities in the State.

Scrutiny of these guidelines revealed that the State Government had not prescribed any
mechanism to assess the need for private universities in the State, or to identify the
regions and fields of study where demand for higher education existed but facilities
were inadequate. There was no system of inviting applications from interested private
parties and selecting the best applicants for establishment of private universities in the
regions and fields of study identified. On the contrary, applications were accepted/
considered as and when they were received from private parties for establishment of
private universities at a location of their choice.

As a result of the above policy, 17 private universities had come up in the State during
2002-14 with uneven geographical spread, as shown in the table below:

Table-2.2.1: Number of Private Universities in each district with respect to population completed
education at Higher Secondary/ Intermediate/ Pre-University/ Senior secondary level

District Population completed education at Pre- Number of private
University level (In numbers) universities
Kangra 45,359 2
Shimla 29,286 1
Mandi 25,945 1
Hamirpur 16,932 1
Una 14,305 1
Solan 13,972 10
Bilaspur 11,492 0
Sirmaur 11,334 1
Kullu 9,987 0
Chamba 7,979 0
Kinnaur 1,402 0
Lahaul & Spiti 912 0
Total 17

Source: Census 2011.

Thus, 10 of the 17 private universities were located in the seventh-least, pre-university
completed populous district, i.e. Solan (four were found to be located in the same
Gram Panchayat), while a total of only six private universities were located in the five
most populous districts. Only one private university was located in other six least
populated districts.

Further, it was noticed that there was total enrolment of only six per cent during
2011-17 in certain courses’ in two out of the ten private universities located in Solan
district, indicating that demand for these courses in these universities was low.

Thus, the State Government had not devised any policy for ensuring need-based
establishment of private universities in Himachal Pradesh.

o ICFAI University (four per cent enrolment in Science and Technology, and Management

courses) and IEC University (eight per cent enrolment in B.Tech., BCA, MCA, and Bachelor of
Fashion Designing courses).
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The Joint Director, Higher Education agreed that private universities had low
enrolment as compared to sanctioned intake.

2.2.6.2 Lack of transparency, objectivity and fairness in considering
applications for establishment of private universities

For consideration of an application/ proposal for establishment of private university,
the guidelines!® prescribed that such an application would be examined by a designated
committee (having at least one expert) which was to submit its report to the State
Government after considering the application on the grounds of financial soundness of
the sponsoring body, background (expertise, experience and reputation) and potential
of the courses proposed to be offered by the sponsoring body. On the basis of the
recommendation of the committee, the State Government would either reject the
application/ proposal or process the application further by issuing Letter of Intent (Lol)
to the sponsoring body.

Audit, however, observed that no objective or quantifiable criteria/ benchmarks/ norms
were prescribed for the assessment of source of finance, experience of the sponsoring
body in field of teaching/ research and the potentiality of the proposed courses keeping
in view the need/ demand, etc. It was further seen that the designated committees had
not submitted any detailed report on the 33 applications which were received and
considered (between September 2006 and January 2012), and only proceedings of the
committee meetings were prepared which lacked detail of financial position,
experience in the field of education and expertise of the sponsor. Thus, the basis on
which applications were either recommended for further processing or rejected was not
evident. This was indicative of lack of transparency and application of subjectivity and
discretion in the process of assessment of applications, resulting in arbitrariness in
decision making, as detailed below:

e In the case of M/s Maa Saraswati Education Trust, it was found that the committee
constituted for considering its application/ proposal had no subject expert. It was
further observed that even though the sponsoring body had three years’ experience
in running colleges, and members of the management body had extensive
experience, the committee decided to reject the application on the grounds that the
applicant did not have experience in running a university.

¢  On the other hand, the application/ proposal of M/s Shikhar Educational Trust was
recommended for further processing (i.e. letter of intent or Lol was issued) even
though the sponsoring body neither presented any detailed financial plan nor had
any experience in running a university.

¢ In the case of the Shoolini University, the committee constituted (December 2006)
for considering the application/ proposal decided to reject the proposal on the
grounds that the experience of the sponsoring body was not adequate; this was
conveyed (January 2007) by the State Government to the sponsoring body. It was,

10 Paragraphs 4 and 7 of Guidelines for Establishment of Private University in Himachal Pradesh

(December 2008 and November 2009), and Sections 3 and 4 of Himachal Pradesh Private
Universities (Establishment and Regulation) Act, 2006.
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however, found that subsequently the State Government constituted (October
2007) another committee for reconsidering the proposal. The second committee,
without furnishing any detailed report or outlining the basis for its decision,
recommended (May 2008) that the application/ proposal be processed further and
Lol was issued to the sponsoring body.

The Joint Director, Higher Education confirmed that there were no detailed guidelines/
norms to judge the financial soundness, expertise/ experience and potentiality of the
courses proposed by the sponsor. In the exit conference, the Secretary (Education)
stated that the State Government will take effective steps in this regard.

2.2.6.3  Deficiencies/ irregularities in verifying fulfilment of stipulated
conditions before establishment of private universities

For proposals where it was recommended that the sponsoring body should be given the
opportunity to establish a private university, the guidelines'! prescribed that a Letter of
Intent (Lol) would be issued to the sponsoring body. The sponsoring body was
required to fulfil the conditions stipulated in the Lol (such as establishment of
endowment fund, acquiring land, purchase of books, computers, equipment, etc.) and
submit a compliance report in this respect alongwith necessary undertakings to the
State Government within one year. This compliance report was to be verified and a
detailed report on whether the sponsoring body had fulfilled the prescribed
requirements/ conditions in the Lol was to be submitted by the designated committees
within one month. On the basis of the verification report, the State Government would
either reject the proposal or take necessary action for establishment of the proposed
private university. Scrutiny of records revealed the following irregularities/
deficiencies in four out of the 17 cases of verification of Lol which were examined:

e In the case of Sri Sai University and Maharishi Markandeshwar University,
necessary undertakings — assets of the university would vest with the Government
if the University were to be dissolved before 15 years; Bonafide Himachalis would
be appointed to 80 per cent of the Class-III and Class-IV posts — were not obtained
from the sponsoring bodies.

e In the case of Maharaja Agrasen University, the committee recommended
(March 2012) setting up of the university despite the fact that the compliance
report of the sponsoring body and other records showed that separate hostels for
boys and girls were not available, water and sewerage facilities had not been
provided, and installation of electricity lines had not been completed; the
verification report of the committee did not mention any of these issues.

¢ In the case of M/s Manav Bharti Charitable Trust, the designated committee, in its
verification report (09 July 2009) stated that only 85 per cent of the infrastructure
had been completed by the sponsoring body. However, just four days later
(13 July 2009), the committee recommended establishment of the university
without ensuring construction of the required infrastructure.

e In the case of M/s Sri Sai Trust, only 10,000 square metres of space had been
acquired against the required 15,000 square metres despite which establishment of
the university was recommended.

1 Para 10 of Guidelines for Establishing Private University in Himachal Pradesh (December 2008).
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The above lapses indicate lack of proper verification of compliance by sponsoring
bodies to the conditions outlined in the Lol.

The Joint Director, Higher Education stated that the universities concerned would be
asked to submit the undertakings. In the exit conference, the Secretary (Education)
expressed that the State Government will take effective steps in this regard.

Regulatory Framework

2.2.7 Functioning of the Himachal Pradesh Private Educational Institutions
Regulatory Commission (HPPEIRC)

The State Government established the Himachal Pradesh Private Educational

Institutions Regulatory Commission (HPPEIRC) for ensuring appropriate standards of

admission, teaching, examination, research, protection of interest of students in private

educational institutions and for matters connected therewith.

2.2771  Shortage of manpower in the Regulatory Commission

According to Section 4 of the HPPEIRC Act, 2010, the Regulatory Commission shall
consist of a Chairperson and maximum of two members. According to Section 6 of the
HPPEIRC Act, 2010, there shall be Secretary of the Regulatory Commission, and the
Regulatory Commission may appoint such officers and employees as it considers
necessary, after approval of the State Government.

The State Government had sanctioned 28 posts (of different categories) for the
Regulatory Commission. Audit observed that there were persistent vacancies in
various posts, as depicted in table below:

Table-2.2.2: Position of sanctioned strength and persons-in-position in Regulatory Commission
(In numbers)

Category of Sanctioned Persons-in-position

post strength 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016-17
Chairperson 1 1 1 1 1 1 0
Member 2 0 1 0 1 1 2
Secretary 1 1 1 1 1 1 1
Advisor 2 0 1 1 1 0 0
Law Officer 1 0 0 0 0 0 1
Finance

Officer 1 1 1 1 1 1 1
Programmer 1 0 0 1 1 1 1
Class-III and

Class IV posts 19 6 7 10 09 13 13
Total 28 9 12 15 15 18 19

Source: Departmental figures.

Vacancies in the posts of Member, Advisor and Law Officer were persistent and have
adversely impacted the ability of the Regulatory Commission to discharge its
responsibilities as detailed in subsequent paragraphs 2.2.7.2 to 2.2.7.6. Further it was
seen that there was no dedicated cadre of inspecting officers for undertaking inspection
of private educational institutions, resulting in huge shortfalls in conducting
inspections (vide paragraph 2.2.7.4).

The Finance Officer, HPPEIRC stated that the posts of Chairman, Members and
Advisors are filled by the State Government and request for filling of other posts had
been sent to the Himachal Pradesh Staff Selection Commission. In the exit conference,
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the Secretary (Education) advised the Commission to take up the matter with the
State Government.

2.2.7.2 Non-deposit of fee with HPPEIRC

According to Section 8 of the HPPEIRC Act, 2010 read with notification (2011) of
HPPEIRC, one per cent of the total fee (except refundable securities) received was to
be deposited by each private institution of higher education with the Regulatory
Commission. The amount was to be credited into the fund established by the
Regulatory Commission and was to be utilised for management of its affairs.

Audit observed that eight test-checked private universities (data was not made
available by Jaypee University) received % 718.93 crore as tuition fees during 2012-16
and one per cent of fees amounting to ¥ 7.19 crore was required to be deposited with
the HPPEIRC. Against this, only ¥ 1.25 crore was deposited with the Regulatory
Commission which resulted in short-receipt of I 5.94 crore during the above period. In
this regard, it was informed by HPPEIRC that there was a stay on the relevant
provision of the Act as a result of an order (2012) of the Himachal Pradesh High
Court, in respect of which an appeal in the Supreme Court was pending as of
July 2017. In the absence of the aforementioned source of funds, the Regulatory
Commission was managing its affairs through loans from the State Government.

22773 Lack of proper reporting mechanism for regulation of private
universities

According to Section 9 (1) of the HPPEIRC Act, 2010, it is the duty of the Regulatory

Commission to ensure that standards of admission, faculty, teaching, examination,

research, etc., are being maintained by private educational institutions in accordance

with guidelines issued by regulatory bodies of the Central/ State Government.

Audit observed that neither the State Government nor the Regulatory Commission had
prescribed any periodic returns/ reports for private universities so as to obtain data on
adherence to standards of admission, faculty, teaching, examination, research, etc., by
these universities. As a result, there was no database on adherence to various norms
and standards by private universities.

The Secretary, HPPEIRC stated that the Regulatory Commission had no role in
prescribing any return/ report on behalf of the State Government. The reply is not
acceptable as the Regulatory Commission had been established with the mandate of
ensuring appropriate standards of admission, teaching, examination, research, etc.,
from which it is implicit that the Regulatory Commission was competent to prescribe
any reporting mechanism for private universities for the purpose of effective
regulation. In the exit conference, the Secretary (Education) and Chairman, HPPEIRC
accepted the audit contention.

2.2.7.4 Shortfall in conducting of inspections

HPPEIRC notified (June 2012) an inspection schedule according to which inspection
of private universities (biannual) was to be conducted either by the Regulatory
Commission or by expert committees constituted by the Regulatory Commission.
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Audit noticed that during 2011-17, the Regulatory Commission had conducted only
44 inspections against the required 198 inspections, i.e. a shortfall of 154 inspections
(78 per cent). Thus, the extent of monitoring through inspections was inadequate as
quality of education, sufficient infrastructure, and qualified faculty was not ensured as
discussed in paragraphs 2.2.6.3, 2.2.10.1 and 2.2.12.1. Further, in the absence of any
periodic returns (as detailed above in para 2.2.7.3), the large shortfall in inspections
meant that regulation left much to be desired.

The Secretary, HPPEIRC stated that inspections could not be carried out owing to
shortage of funds, experts and manpower. In the exit conference, the Secretary
(Education) suggested to HPPEIRC to prepare a calendar of inspections for every
financial year and disclose the record/ proceedings of inspections online so that the
general public/ stakeholders could see its progress/ status.

2.2.7.5  Non-preparation of annual reports and annual accounts

The Regulatory Commission was required'? to prepare and submit an annual report
and annual accounts at the end of every financial year to the State Government. It was
observed that the Commission had not prepared the annual reports for the years
2015-16 and 2016-17 and annual accounts for the financial year 2016-17 as of
May 2017.

In the exit conference, the Secretary (Education) and Chairman, HPPEIRC assured that
the annual accounts and reports would be prepared at the earliest, and timeliness in
preparation of the accounts/ reports would be followed in future.

2.2.7.6  Lack of grievance redressal mechanism in the Regulatory Commission

The Regulatory Commission was required'® to develop a grievance redressal
mechanism. Complaints were to be redressed within a fixed period and action taken
was to be recorded.

Audit observed that the Regulatory Commission had not prepared any register of
complaints since its establishment in 2011. Although a software application for
grievance redressal had been developed in 2012, it was not working since 2012-13.
Thus, the grievance redressal mechanism in the Regulatory Commission was not
satisfactory and there was no record of the total number of complaints received,
disposed of, or pending.

The Secretary, HPPEIRC stated that a register for complaints was being maintained
from April 2017. The reply is not acceptable as there was still no mechanism to ensure
redressal of complaints within stipulated period, as required by the Act.

According to sections 12 and 13 of the Himachal Pradesh Private Educational Institutions
(Regulatory Commission) Act, 2010.

Section 9 (3) of Himachal Pradesh Private Educational Institutions (Regulatory Commission)
Act, 2010.
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2.2.8 Approval of Courses

2.2.8.1 Approval of courses in private universities without inspection by
HPPEIRC

The respective Act(s) of the private universities provided that prior approval of

HPPEIRC was required for starting new courses which would be subject to

recommendation of the inspection committee set up for this purpose.

Audit noticed that HPPEIRC had given approval for 1394 courses (306 new courses
and 1,088 existing courses) in private universities during 2011-17 without conducting
any inspections. Non-conducting of inspections is very serious in the case of new
courses, as it meant that adequacy of infrastructure, staff, etc., was not ascertained
before grant of approval.

The Secretary, HPPEIRC stated that courses had been approved strictly on the basis of
infrastructure/ faculty of the university concerned. The reply is not acceptable as in the
absence of inspections; it was not clear how HPPEIRC had been able to establish the
adequacy of infrastructure, faculty, etc. In the exit conference, the Secretary
(Education) stated that in future, no courses would be approved without conducting
inspections.

2.2.8.2  Running of courses by private universities without seeking approval

The respective Act(s) of the private universities provided that prior approval of
HPPEIRC was required for starting new courses.

Audit, however, observed that two (Eternal University and Shoolini University of
Technology and Management Sciences) of the nine test-checked private universities
had not obtained approval for running different courses'* during 2009-12.

In addition to these cases, it was found that Jaypee University of Information
Technology had not obtained approval for any of its courses as the Act establishing the
university did not contain such a provision. The State Government had not taken any
action to amend the legislation in order to bring the courses run by the university
within its regulatory ambit.

2.2.8.3  Running of unspecified courses by private universities

UGC has specified (March 2014) the nomenclature of degrees that can be offered by
universities and mentioned that the universities shall not introduce any new
nomenclature for degrees. A university intending to introduce any new nomenclature
for a degree must seek prior permission of the UGC.

Audit noticed that Shoolini University of Management and Biomedical Sciences
was running (2014-16) two unspecified courses namely M.Sc. (Honours),
Biotechnology and M.Sc. (Honours) Microbiology without seeking prior approval of
UGC. Since the nomenclature of these courses was not specified/ approved by UGC, it
was not clear whether the degrees awarded to the students who had completed
these courses were valid.

14 B.Tech. (ECE); B.Tech. (CSE); MBA; Ph.D. (Chemistry) and Ph.D. (Physics).
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The Joint Director, Higher Education replied that details of students admitted in these
courses would be obtained and the matter would be examined.

2.2.84  Non-adoption of Choice Based Credit System (CBCS)

The UGC issued guidelines for adoption of Choice Based Credit System (CBCS)
which was applicable to all undergraduate/ postgraduate degree, diploma and
certificate programmes for providing more flexibility to students. CBCS was required
to be implemented in all universities from the academic session 2015-16.

Scrutiny of available records showed that three (APG, Arni and Eternal universities)
out of nine test-checked private universities had not implemented CBCS as of
March 2017.

The Registrars of APG University and Arni University stated that CBCS would be
implemented from the academic session 2017-18. The Registrar, Eternal University
stated that CBCS has been implemented since 2013-14 except for implementation of
grade system.

229 Fees and other charges

2.29.1 Non-formulation of guidelines for determining/ examining fee
structure of private universities

The respective Acts establishing private universities provide that the fee structure of a
private university would be examined by the State Government keeping in view that
the proposed fee structure is sufficient for generating resources for meeting recurring
expenditure, savings required for the further development of the university and not
unreasonably excessive. Further, the Supreme Court has held'’ that private unaided
educational institutions are allowed to earn reasonable surplus only for the purpose of
expansion and augmentation of education, and that profiteering is strictly prohibited.

In this context, audit observed that the State Government had not framed any norms/
guidelines for determining/ examining the fee structure proposed by a private
university. Thus, fee structures proposed by private universities were being approved
without considering costing elements such as operating costs, nature of courses, cost of
fixed assets, reasonable surplus required for growth, etc. Analysis of data on fees
charged by the test-checked universities for a particular course (B.Tech.) showed that
Bahra University, Chitkara University, and Jaypee University had increased their fees
by 21, 23 and 58 per cent respectively (for 2017-18 as compared with 2016-17)
without any justification. This resulted in arbitrariness in charging of fees.

The Joint Director, Higher Education replied that the matter of framing of norms for
fee structure would be taken up with the Government. In the exit conference, the
Secretary (Education) accepted the audit findings.

15 Islamic Academy of Education vs. State of Karnataka & Others, Writ Petition (Civil) 350
of 1993; and TMA Pai Foundation vs. State of Karnataka & Others, Writ Petition (Civil) 317
of 1993.
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2.2.9.2  Unauthorised collection of Development Charges by private
universities

According to a decision (April 2016) of the High Court of Himachal Pradesh, no
private education institution is allowed to charge fees towards building fund,
infrastructure fund, development fund, etc.

Audit scrutiny, however, showed that three of the nine test-checked private universities
had charged ¥ 4.58 crore on account of “Development Charges” during 2016-17, as
detailed in table below:

Table-2.2.3: Details of Development Charges collected during 2016-17

Name of University Number of Students from Amount collected as
whom charges were “Development Charges”
collected (R in crore)
Baddi University 512 0.51
Jaypee University 488 2.93
Shoolini University 1,135 1.14
Total 2,135 4.58

Source: Data supplied by the test-checked universities.

In the exit conference, the Secretary (Education) stated that the matter would be
examined and action taken accordingly.

2.2.9.3 Non-refund of advance against fees by private university

Scrutiny of available annual accounts of the test-checked private universities showed
that Arni University had not refunded advance collected against fees amounting to
% 27.67 lakh. This amount had been collected by the university between April 2010
and March 2016 from students at the time of counselling, and was required to be
refunded as these students had not taken admission in the university.

The Registrar, Arni University confirmed the facts and stated that university had not
received any request for refund from the students. The reply is not acceptable as
contact details of the students concerned were available with the university and the
amount should have been refunded by the university suo motto. In the exit conference,
the Secretary (Education) stated that the matter would be taken with the private
university to refund the advance against fee/ security money.

Audit is of the view that Government should ensure refund of fee to bank account of
students.

2294  Non-refund of security money to passed out students by private
universities

Audit found that four'® test-checked private universities had not refunded security
money amounting to I 2.89 crore to 2906 students passed out between 2012 and 2016
as of March 2017.

The Registrar, Shoolini University stated that the students had not applied for refund of
security money. The reply is not acceptable as the responsibility to refund the security
money rested with the university and not the students. In the exit conference, the

16 Arni University: ¥ 0.61 crore to 610 students; Baddi University: X 1.25 crore to 1,251 students;
Jaypee University: ¥0.12 crore to 136 students and Shoolini University: ¥0.91 crore to
909 students.

43| Page



Audit Report- Social, General and Economic Sectors (Non-PSUs) for the year ended 31 March 2017

Secretary (Education) stated that private universities concerned will be directed to
refund the security money to the students.

2.2.10 Faculty and Staff
2.2.10.1 Faculty without minimum prescribed qualification in private
universities

UGC regulations!” prescribe that the minimum qualification for the post of Professor/
Associate Professor is a Ph.D. degree, and that for the post of Assistant Professor is a
Master’s degree.

From the records available for 15 private universities (records for the other two'® were
not available), it was observed that faculty who did not possess the minimum
qualifications prescribed had been appointed, as detailed in table below:

Table-2.2.4: Details of faculty without minimum prescribed qualification
(In numbers)

Private Position as in Professor Associate Professor Assistant Total
University Professor under-
Total Under- Total Under- Total | Under- | qualified
qualified qualified qualified
Abhilashi October 2016 10 3 (30) 6 2 (33) 90 7 (8) 12 (11)
APG -do- 4 9 (64) 23 14 (61) 120 29 (24) 52 (33)
Arni -do- 4 1(25) 8 2 (25) 76 9(12) 12 (14)
Baddi January 2017 8 2 (25) 5 0 (0) 129 0 (0) 2 (01)
Bahra November 2016 8 0 (0) 10 3 (30) 104 1(1) 4 (03)
Career Point October 2016 4 0 (0) 5 0 (0) 57 0 (0) 0 (0)
Chitkara -do- 12 7 (58) 26 12 (46) 108 0 (0) 19 (13)
Eternal -do- 15 4 (27) 10 5 (50) 77 1(1) 10 (10)
ICFAI -do- 0 (0) 9 3 (33) 18 2(11) 5(19)
IEC -do- 3 0 (0) 2 0 (0) 67 8 (12) 8 (11)
Jaypee -do- 11 0 (0) 13 0 (0) 73 0 (0) 0 (0)
Shoolini March 2017 20 4 (20) 16 4 (25) 115 0 (0) 8 (05)
Sri Sai October 2016 9 0 (0) 3 2 (67) 83 10 (12) 12 (13)
Manav Bharti -do- 18 1 (6) 47 0 (0) 130 12 (9) 13 (07)
I\A/Igagirga -do- 20 4(20) 14 9 (64) 121 | 5@ | 18(12)
Total 156 35(22) 197 56 (28) 1,368 | 84 (06) | 175 (10)

Source: Course approval files of HPPEIRC. Figures in parenthesis denote percentage.

(1) It is observed that 64 per cent and 58 per cent of Professors in APG and Chitkara
Universities respectively were underqualified.

(i) It is also observed that 67, 64, 61, 46 and 50 per cent of Associate Professors in Sri
Sai, Maharaja Agrasen, APG, Chitkara and Eternal Universities respectively were
underqualified. A large number of faculty was underqualified in APG University.

(i11) It can also be seen from the above table that the percentage of faculty not
possessing minimum qualification was particularly high at Professor (22 per cent) and
Associate Professor (28 per cent) levels.

2.2.10.2 Shortage of faculty in private universities

AICTE notification, 2010 had prescribed teacher-student ratio of 1:15, and 1:2:6 ratios
for Professors, Associate Professors, and Assistant Professors.

17
18

UGC (Minimum Qualification for Teachers) Regulations, 2010.
Indus International University and Maharishi Markandeshwar University.
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Analysis of available data for selected courses showed that availability of faculty in
two (Shoolini University and Chitkara University) out of the nine test-checked private
universities was satisfactory whereas in seven private universities there was significant
shortage of faculty, as depicted in the table below:

Table-2.2.5: Details of shortage of faculty in private universities in March 2017
(In numbers)

Private Professor Associate Professor Assistant Professor Total Total
University Required | Shortage | Required | Shortage | Required | Shortage | required | shortage
APG 16 6 (38) 30 12 (40) 91 6 (7) 137 24 (18)
Arni 10 4 (40) 21 14 (67) 61 21 (34) 92 39 (42)
Baddi 15 10 (67) 30 23 (77) 75 1(1) 120 34 (28)
Bahra 6 1(17) 12 7 (58) 40 1(3) 58 9 (16)
Eternal 27 12 (44) 31 21 (68) 124 30 (24) 182 63 (35)
Jaypee 15 4 (27) 30 13 (43) 92 12 (13) 137 29 (21)
Manav 13 2 (15) 26 19 (73) 72 0 (0) 111 21 (19)
Bharti

Total 102 39 (38) 180 109 (61) 555 71 (13) 837 219 (26)

Source: Data supplied by the test checked Private Universities and Regulatory Commission.

Figures in parenthesis denote percentage.

It is observed that there was 67, 44 and 40 per cent shortage of Professors in Baddi,
Eternal and Arni Universities respectively. Similarly, there were 77, 73, 68, 67 and 58
per cent shortage in the cadre of Associate Professors in Baddi, Manav Bharti, Eternal,
Arni and Bahra universities respectively. There was also shortage of 34 per cent of
Assistant Professors in Arni University and 24 per cent in Eternal University. Shortage
in the Professor and Associate Professor levels is bound to impact the quality of
education imparted.

Audit is of the view that shortage and unqualified faculty would adversely impact
the quality of education imparted by the private universities in the State.

The Secretary, HPPEIRC stated that the universities were running short of faculty in
different disciplines for which directions had been issued.

2.2.11 Admissions
2.2.11.1 Excess admissions by private universities against approved intake
UGC regulations'® stipulate that Diploma or B.Sc. degree holders are eligible for

admission to second year of engineering degree courses up to a maximum of
20 per cent over and above the approved intake.

Audit found that Eternal University had admitted 114 students in two courses during
2011-14 through lateral entry mode against the maximum allowed limit of 60. The
excess admission granted to 54 students was irregular. The Regulatory Commission,
had, however, not taken any cognisance/ action in this regard.

2.2.12 Examinations

2.2.12.1 Lack of robust system of examinations

According to Rule 5(1) of the HPPEIRC Rules, 2011, the Commission shall ensure
good standard of setting of papers, conduct of examinations, method of internal

evaluation, evaluation of final examination, etc., in accordance with the Act(s), rules
and provisions governing private universities.

19 UGC (Approval of Colleges offering Technical Education by Universities) Regulations, 2013.
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It was observed that all nine test-checked private universities had an internal system
for conduct of examinations including setting of question papers and evaluation of
answer scripts. The following specific instances of lack of robustness of the
examination system were seen:

® An expert committee (consisting of 11 members) of UGC had commented
(May 2015) that in APG University, the quality of question papers was poor and
papers were being set internally.

¢ In Arni and Bahra Universities, evaluation of answer scripts was being done by the
teachers concerned, or by other designated faculty. External examiners were
invited for evaluation only during final practical examinations.

There was no system of external evaluation to assess students as in the case of colleges
affiliated to a university where question papers are set and answer scripts are evaluated
independently by the university. Thus, HPPEIRC had not been able to ensure good
standard of question papers and evaluation of examination papers in private
universities, as was required by rules.

The Joint Director, Higher Education stated that the matter would be brought to the
notice of the State Government and after making necessary norms, assessment would
be conducted to ascertain the standards of examination in private universities. In the
exit conference, the Secretary (Education) agreed that quality control with regard to
examination system is vital.

2.2.13 Accreditation and Internal Quality Controls
2.2.13.1 Non-accreditation by private universities

Each of the Acts for establishing a private university prescribed that the university
shall obtain accreditation from National Assessment and Accreditation Council
(NAAC). Further, UGC regulations®® stipulate that it is mandatory for every higher
educational institution to get assessed and accredited by NAAC within the period of
passing out of two batches or six years, whichever is earlier. NAAC was to accredit
institutions on the basis of benchmarks such as curricular aspect, teaching-learning and
evaluation, research, innovations and extension, infrastructure and learning resources,
student support and progression, governance, leadership and management, and
institutional values and best practices.

Audit observed that out of 17 private universities in the State, 11 were due for
accreditation but only three?! had obtained accreditation from NAAC. The remaining
eight private universities had not got accreditation from NAAC as of July 2017.

In the absence of accreditation, there was no independent/ external assessment of
whether these institutions conformed to the prescribed quality parameters/

20 Clause 4.1 of UGC (Mandatory Assessment and Accreditation of Higher Educational
Institutions) Regulations, 2012.

Chitkara University; Jaypee University of Information Technology and Shoolini University of
Technology and Management Sciences.

21
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benchmarks. In the exit conference, the Secretary (Education) stated that all such
private universities would be asked to obtain accreditation from NAAC.

2.2.13.2 Non-adherence to norms on internal quality system by private
universities

UGC guidelines®? state that every university is required to submit Annual Quality
Assurance Report (AQAR) based on the quality parameters/ criteria of assessment set
by NAAC and other regulatory bodies such as curricular aspect, teaching-learning and
evaluation processes, research, innovations and extension, infrastructure and learning
resources, student support and progression, developed by the relevant quality
assurance body.

Audit observed that although Internal Quality Assurance Cell (IQAC) had been set up
in all the nine test-checked private universities (after a delay of more than two to 14
years from the date of establishment), only Chitkara University had prepared AQARs.
Two?? private universities had not conducted any academic assessment at all, while the
other six had not prepared any AQAR after having conducted academic assessments.

The Registrar, Shoolini University stated that being a newly established institution,
performance is evaluated through frequent meetings of academic committees. The
Registrar, Manav Bharti University stated that IQAC is making policies for quality
education in the university.

Thus, adherence to UGC norms on internal quality systems was not satisfactory, and
there was a risk that quality assurance and enhancement activities were not being
undertaken in the cases highlighted above.

2.2.14 Establishment matters

2.2.14.1 Shortfall in appointment of bonafide Himachalis by private universities

Guidelines?* stipulated that private universities were required to ensure that 80 per cent
of the Class-III and Class-IV posts were filled by bonafide Himachalis.

Analysis of data showed that out of the nine test-checked private universities, only five
private universities had provided employment to bonafide Himachalis to the required
extent while in four private universities, there was significant shortfall in the
appointment of bonafide Himachalis to Class-III and Class-IV posts, during 2008-17

as given in table below:

Table-2.2.6: Details of appointment of bonafide Himachalis by private universities
(In numbers)

Name of private | No. of posts | Posts required to be filled by | Posts filled by bonafide | Shortfall
university filled bonafide Himachalis Himachalis (per cent)
Arni 221 177 124 (56) 53 (24)
Baddi 174 139 120 (69) 19 (11)
Eternal 29 23 4 (14) 19 (66)
Chitkara 240 192 155 (65) 37 (15)
Total 664 531 (80) 403 (61) 128 (19)

Source: Figures supplied by the test checked Private Universities.

Figures in parenthesis denote percentage.

22

(2012-17).

23

Baddi University and Manav Bharti University.
b Guidelines for Establishment of Private University in Himachal Pradesh, 2009

UGC Guidelines for Establishment and Monitoring of the Internal Quality Assurance Cells
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Employment to local people to the required extent, which was one of the positive
externalities of establishment of private universities, had not been fully ensured either
by private universities or by the HPPEIRC/ State Government.

The Registrar, Eternal University stated that the required percentage was not filled by
bonafide Himachalis owing to non-availability of suitable persons for the Class-III and
Class-1V posts. However, no records to support the contention were made available to
audit. No reasons were furnished by the remaining three private universities.

2.2.14.2 Non-coverage of employees of private universities under Employees
Provident Fund scheme

Paragraph 26(1) of the Employees Provident Fund (EPF) Scheme, 1952 provides that
every employee employed in or in connection with the work of any establishment to
which this scheme applies shall be entitled and required to become a member of the
Fund. According to guidelines® on establishment of private universities, the
sponsoring bodies were also required to submit an undertaking for establishment of
provident fund for employees.

Scrutiny of records showed that eight out of the nine test-checked private universities
had not enrolled employees ranging between 140 and 1,075 during 2008-17 for the
EPF scheme, thus depriving these employees of the social security benefits to which
they were entitled.

It was also found that although Arni University had deducted employees contribution
from salaries of employees, this amount of ¥ 38.60 lakh?® for the period October 2015
to March 2017 had not been deposited by the university concerned with the
Commissioner, Provident Fund, Shimla.

The Registrar of Arni University stated that EPF contributions of both employer and
employees had not been deposited due to paucity of funds and decrease in admissions
as compared to approved intake. The fact remains that the university had not fulfilled
its statutory obligations. In the exit conference, the Secretary (Education) stated that
the matter would be taken up with the Labour Commissioner. Audit is of the view that
university should discharge its statutory liabilities without further delay.

2.2.14.3 Non-provision of gratuity for employees by private universities

According to a provision contained in the respective Acts establishing private
universities, the General Fund constituted by every university shall be utilised for,
inter-alia, payment of gratuity and other benefits to employees of the university.

Audit, however, noticed that none of the nine test-checked universities had made any
provision for payment of gratuity to its employees.

The Registrar, APG and Shoolini University stated that the university was in the
process of making a provision for General Fund for making payment of gratuity to its
employees. In the exit conference, the Secretary (Education) stated that the matter
would be taken up with the Labour Commissioner.

% Paragraph 10 of Guidelines for Establishing Private University in Himachal Pradesh

(December 2008).
2% 2015-16: ¥ 18.80 lakh and 2016-17: ¥ 19.80 lakh.
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2.2.14.4 Short-deposit of labour cess by private universities

According to Building and Other Construction Workers’ Welfare Cess Act, 1996,
every establishment engaged in construction activity is liable to pay cess not less than
one per cent of the cost of construction. Each such establishment is required to deposit
the amount of labour cess due (on the basis of cost of construction) to the office of the
labour inspector concerned, who shall conduct an assessment as to whether the amount
of labour cess deposited is correct or not (Section 4 of the Cess Act, 1996).

Audit scrutiny showed that five?’ private universities (for which data was available)
had undertaken construction (both through contractors and their own civil wings)
worth ¥ 286.93 crore during 2008-16, against which labour cess due was ¥ 2.87 crore.
However, only ¥ 0.29 crore of labour cess had been deposited by these private
universities?® resulting in short-deposit of ¥ 2.58 crore.

The Registrars of Bahra University and Shoolini University stated that no assessment
had been made by the Labour Officer. Registrar of Arni University stated that the
matter would be taken up in the next governing body meeting.

In the above context, audit observed that while the private universities (and contractors
concerned) were at fault for non/ short depositing of labour cess, the Department of
Labour was also at fault as it had not conducted any assessment of the construction
undertaken in the aforementioned five private universities during 2008-16.

Audit is of the view that Government should direct Labour Department to ensure
coverage of employees under EPF scheme, provision of gratuity and ensure deposit of
labour cess in respect of all the private universities.

2.2.14.5 Non-creation of endowment fund to the required extent

Guidelines? prescribed that a sponsoring body would establish an endowment fund of
% 5.00 crore which should be pledged to the Government as security deposit to ensure
strict compliance of the provisions of guidelines, and Act enacted for the University,
rules, regulations, statutes and ordinances made thereunder. The income from
Endowment Fund was to be utilised for the development of the infrastructure
of the university.

Audit, however, noticed that due to failure of the Education Department to effectively
monitor the above provisions of guidelines, Act, etc., three’® out of 16 sponsoring
bodies had not created endowment fund to the required extent (shortfall of ¥ 2.00 crore
in each case) leading to less amount of endowment fund to the extent of ¥ 6.00 crore.
The other 13 sponsoring bodies had created the endowment fund to the required extent
in accordance with the guidelines.

27 APG, Arni, Baddi, Bahra and Shoolini universities.

B APG University: ¥0.07 crore; Arni University: no amount deposited; Baddi University: no
amount deposited; Bahra University: ¥ 0.14 crore and Shoolini University: ¥ 0.08 crore.

» Guidelines for Establishing Private University in Himachal Pradesh (2009).

30 Sri Sai University; Maharishi Markandeshwar University and Abhilashi University.

49| Page



Audit Report- Social, General and Economic Sectors (Non-PSUs) for the year ended 31 March 2017

2.2.15 Annual Reports, Accounts and Disclosures

2.2.15.1 Non-submission of annual reports and annual accounts by private
universities

Private universities were required’! to prepare and submit an annual report and annual

accounts at the end of every financial year to the Regulatory Commission and the State

Government. The advice of the Government or Regulatory Commission, if any, arising

out of the accounts and reports of the university were to be placed before the

Governing Body which was required to comply with such advice.

It was observed that eight private universities had not submitted any annual reports or
annual accounts to the Regulatory Commission since their establishment. The
remaining nine®? private universities had also not submitted annual reports and annual
accounts regularly during 2010-17. Thus, private universities were not adhering to the
reporting mechanism that had been prescribed and no action was taken by HPPEIRC
for the default as of August 2017.

Further, the Regulatory Commission had not conducted any scrutiny of the annual
accounts submitted by the nine private universities. Non-scrutiny of the annual
accounts by HPPEIRC meant that there was a risk of financial irregularities, if any, in
private universities remaining undetected.

In the exit conference, the Secretary (Education) stated that directions would be issued
to the private universities for timely submission of the accounts/ reports.

2.2.15.2 Non-disclosure of information on the website by private universities

According to an order (April 2016) passed by the Regulatory Commission, all private
universities were required to make disclosures on their respective websites regarding
number of students eligible for award of degree, course-wise degrees awarded, list of
candidates passed out but awaiting award of degrees, etc. Audit, however, noticed that
none of the universities had made these disclosures on their websites.

The Director, Higher Education stated that all universities would be directed to upload
all mandatory information on the website.

2.2.16 Outcomes- Placement record
2.2.16.1 Placement record of private universities

Placement record of test-checked private universities is given in Table 2.2.7:

31
32

According to the respective Acts passed for establishment and regulation of private university.
Annual Reports submitted — Indus International University: 2010-11; Career Point University:
2012-13; Eternal University: 2010-11, 2012-13 and 2014-15; Chitkara University: 2010-11;
Baddi University: 2011-12; Bahra University: 2011-12; Shoolini University: 2013-14 and 2014-
15; Jaypee University: 2013-14 and 2014-15 and APG University: 2013-14 and 2014-15.

Annual Accounts submitted — Indus International University: 2010-11; Eternal University:
2010-11, 2012-13 and 2014-15; Chitkara University: 2009-10 and 2010-11; Baddi University:
2011-12; Bahra University: 2009-10 and 2010-11; Shoolini University: 2013-14 and 2014-15;
Jaypee University: 2013-14 and 2014-15 and APG University: 2013-14 and 2014-15.
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Table-2.2.7: Placement record of private universities
(In numbers)

SI. No. | Name of PU Period Students passed out | Students placed (per cent)
1. APG University 2012-16 384 252 (66)
2. Arni University 2011-16 2,074 159 (08)
3. Baddi University 2014-16 2,131 603 (28)
4. Bahra University 2010-16 1,335 641 (48)
5. Chitkara University 2010-16 4,547 3,270 (72)
6. Eternal University 2012-16 1,029 649 (63)
7. Jaypee University 2006-17 4,174 3,461 (83)
8. Manav Bharti University 2010-16 1,361 167 (12)
9. Shoolini University 2012-16 2,912 1,333 (46)

Total 19,947 10,535 (53)

Source: Figures supplied by test-checked private universities.

It is observed that:

. APG University, Chitkara University, Eternal University, and Jaypee University
had placed over 60 per cent of their students.

. Arni University, and Manav Bharti University did not even manage to get
15 per cent of their students placed.

It is also observed from Table 2.2.5 that there was shortage of 42 per cent of faculty in
Arni University and 25 per cent of its Professors and Assistant Professors were
unqualified.

In the exit conference, the Secretary (Education) stated that there is a need to
build linkages with industry so as to produce skilled manpower having demand in
the market. Audit is of the view that shortage of faculty and engagement of
unqualified faculty combined with weak regulatory framework are the main reasons
for low placements.

2.2.17 Research Activities
2.2.17.1 Status of research activities in private universities

State Government guidelines®® prescribe that the project proposal/ report of the
sponsoring body for establishment of a private university must contain details of
research proposed to be undertaken by the university and its relevance to the
development goals/ needs of the State.

Audit scrutiny revealed that 352 Ph.D. candidates had been enrolled in only four* out
of the nine test-checked private universities. 67 research projects’®> had been
undertaken with Gol/ State Government funding of ¥ 17.00 crore in these four private
universities, of which 32 projects had been completed after incurring an expenditure of
% 5.25 crore while 34 projects were lying incomplete after expending < 4.15 crore and
one project had been abandoned. By not placing sufficient emphasis on conducting
research work, private universities were not adhering to the proposals submitted by
them at the time of seeking approval for establishment.

33
34

Guidelines for Establishing Private University in Himachal Pradesh, 2008.

Arni University: 19 students; Eternal University: 31 students, Shoolini University: 298 students
and Chitkara University: 04 students.

Arni University: One project with funding of ¥ 5.58 lakh; Shoolini University: 48 projects with
funding of ¥ 12.72 crore; Eternal University: Eight projects with funding of ¥ 3.11 crore and
Chitkara University: 10 projects with funding of ¥ 1.11 crore.

35
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The Registrar of Arni University stated that the university was encouraging its faculty
members to submit proposals for research projects. The Registrar of Manav Bharti
stated that no research project was being undertaken till date. The Registrars of the
remaining private universities did not furnish any reply.

2.2.18 Conclusion

The State Government had not assessed the need for private universities in the State,
leading to regional disparities in establishment of these universities and very low
enrolment levels in some private universities. Although a policy had been formulated
detailing the process through which a private university would be established, it left
significant scope for subjectivity, leading to arbitrary and non-transparent decision-
making. In addition to this, significant lapses were observed in adherence to the
procedure prescribed.

The Regulatory Commission, established for regulation of private institutions of higher
education, was handicapped by shortage of funds, manpower and absence of a
dedicated cadre of inspecting officers resulting in large shortfalls in inspections. The
lack of a proper reporting mechanism only exacerbated the gap in regulation. Thus,
courses in private universities were being approved without inspections, and some
private universities were running courses without seeking approval of the Regulatory
Commission. In the absence of detailed guidelines for determining the fee structure,
there was large variation in the fees being charged by private universities, and some
cases of fees being hiked substantially were also observed. In some cases, approval for
fee structure had not been sought, and cases of unauthorised collection of development
charges, in violation of a court order, also came to light. Not only was there acute
shortage of senior faculty in private universities, it was also seen that a large
percentage of faculty did not possess the minimum prescribed qualifications. The
system of examinations in private universities was not robust as examinations were
being conducted internally. Progress on obtaining accreditation and setting up of
internal quality systems was not satisfactory.

2.2.19 Recommendations

In light of the audit findings, the State Government may consider:

e Establishing new private universities in the State after assessment of need and
keeping in view regional priorities, and formulating transparent and objective
criteria for evaluation of applications for establishment of private universities.

e Strengthening the Regulatory Commission particularly in respect of human
resources and finances, enabling it to discharge its functions; and creating a robust
reporting mechanism for private universities in order to obtain key information at
regular intervals for more effective regulation.

e Formulating objective criteria for assessing the fees being charged by private
universities, creating a mechanism for ensuring adherence to prescribed norms on
engaging faculty, and making the examination system more robust.

¢ (Conducting inspections/ reviews at regular intervals to evaluate the extent of
adherence to standards/ norms.

The audit findings were referred to the Government in August 2017. Reply had not
been received (November 2017).

S21Page



Chapter-11: Performance Audit

Irrigation and Public Health Department
2.3  Flood protection and flood control

A performance audit of implementation of flood protection projects in the State of
Himachal Pradesh showed execution of flood protection projects/ works without
adequate planning, delay in execution/ completion of the projects and ineffective
monitoring. Some of the significant audit findings are summarised as under:

Highlights:

o Department had neither made scientific assessment of flood prone areas nor
prepared basin-wise comprehensive master plan and action plan for
execution of flood protection works. Out of 2.31 lakh hectares estimated
flood prone area of the State only 25,116.21 hectares (11 per cent) could be
covered as of March 2017.

(Paragraphs 2.3.6.1 and 2.3.6.3)

° Absence of morphological studies in construction of flood protection
projects/ works during 2012-17 and non-planning/ execution of all structural
and non-structural measures (except embankments) were unlikely to achieve
better results to control and mitigate disasters by floods.

(Paragraphs 2.3.6.2 and 2.3.6.9)

o There was short release of ¥657.36 crore by GOI and ¥21.25 crore by State
Government under Flood Management Programme projects during 2008-17
resulting in delay of more than 12 to 60 months in execution/ completion of
the projects.

(Paragraph 2.3.8.1)

o Against seven Flood Management Programme projects approved during
2008-13 and stipulated to be completed during March 2012 to March 2017,
only four projects were completed and embankment of kms 275.873 (50 per
cent) against the target of kms 548.995 was constructed upto March 2017.

(Paragraph 2.3.8.2)

o Non-levy/ recovery of compensation for delay and non-restoration/ recovery
of loss of a damaged work and non-obtaining/ renewal of performance
guarantees in 48 contracts resulted in extension of undue financial benefits
of T11.97 crore to the contractors.

(Paragraphs 2.3.10.1 and 2.3.10.2)

o Against ¥67.48 crore withdrawn by six test-checked divisions during 2006-15
and irregularly charged to works without actual utilisation, ¥57.45 crore
were utilised during subsequent financial years and balance ¢ 10.03 crore
were lying unspent under deposit head for more than two to four years.

(Paragraph 2.3.11.1)

o Robust flood forecasting system was non-existent in the State and the
Department had not constituted standing committee and review committee
Jor joint inspection of critical/ major flood protection maintenance works and
review of major works respectively.

(Paragraphs 2.3.12.1, 2.3.13.2 and 2.3.13.3)

2.3.1 Introduction

Himachal Pradesh being predominantly a hilly State forms catchment of five major
rivers- Beas, Chenab, Rabi, Satluj and Yamuna and their tributaries. These rivers and
tributaries flow through steep slopes at high velocity causing erosion of cultivable land
besides heavy loss of life and property during floods. Main causes of floods in the
State include cloud bursts in the catchment areas of rivers, heavy rainfall in upper
reaches, sudden breach/ burst of man-made dams/ natural lakes, landslide leading to
obstruction of flow and change in river course and tectonic movement leading to slope
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failure/ landslide. Out of 55.67 lakh hectares area of the State, an estimated area of
2.31 lakh hectares is prone to floods. Chamba, Kinnaur, Kullu, Mandi, Shimla,
Sirmour and Una districts are more prone to or affected by flood in the State.

The State had faced several' major floods/ flash floods since its inception in 1971 in
which about 309 persons lost their lives and 1,905 livestock perished besides causing
estimated loss of properties of more than < 2,385.45 crore. Floods are natural
phenomena but its impact can be reduced by better preparedness through a
comprehensive and effective Flood Management Programme. Flood protection
measures in the State are carried out under Flood Management Programme (FMP) of
the Government of India (GOI) and State scheme.

Handbook for flood protection anti-erosion and river training works of Central Water
Commission (Flood Management Organisation) provides for structural (flood
embankments, drainage/ channel improvement, reservoirs, flood walls and diversion of
flood) and non-structural measures (flood forecasting, flood routing through reservoirs
and flood plain zoning) to reduce the flood/ erosion, losses and protect the flood plains.

2.3.2 Organisational set up

The Irrigation and Public Health (IPH) Department is looking after the flood protection
works in the State. Principal Secretary (IPH) at Government level has overall
responsibility for implementation of the projects relating to flood control. Engineer-in-
Chief (E-in-C) as Head of Department, E-in-C (Project), Chief Engineers of four IPH
zones, Superintending Engineers of 14 circles and Executive Engineers (EEs) of
53 divisions are responsible for survey, planning and preparation of project proposals
and execution of works.

The proposals for flood protection works under FMP after securing mandatory
clearances from State Technical Advisory Committee (STAC) constituted (May 2006)
under the chairmanship of E-in-C and State Planning Commission are finalised for
Central Assistance by an Empowered Committee headed by Secretary (Expenditure),
GOl for implementation by IPH Department in the State. Works proposed under State
scheme after their approval by STAC are taken up on the basis of budget/ funding
arrangement approved by the Department.

233 Audit Objectives

The objectives of the audit were to assess whether:

o Planning for management of floods was done in the State and was
comprehensive;

. Approval of projects was in consonance with the priorities set in the state
level plan;

! Cloud bursts (September 1988) leading to flash floods in Soldang Khad in Kinnaur district;
flash floods (August 1997) in Shimla, Mandi, Kinnaur, Chamba, Kullu and Una districts;
natural calamities (August 2000) leading to unprecedented rise in the water level of Satluj river
in Shimla, Mandi and Kullu districts; flash floods (July 2001) in Hamirpur, Kangra, Kullu,
Mandi, Solan and Una district; sudden rise/ breach (June 2005) of Parichu river in Chinese
territory led to an unprecedented rise of water level of Satluj river in Kinnaur, Kullu, Mandi,
Shimla and Sirmour districts and excessive rains/ cloud bursts (July 2005) created flood
situation in Satluj, Beas, Pabbar, Ravi, Parvati, Tirthan and Baspa rivers in different parts of the
State (Source: Geographical analysis made by Himachal Pradesh University).
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. Adequate funds were provided by the GOI and State Government; and

. Implementation of the projects was economic and efficient and monitoring
and evaluation was effective.

2.3.4 Audit Scope and Methodology

The performance audit of all seven flood protection projects” (cost: ¥ 1,364.94 crore)
approved (2008-13) under FMP of GOI and flood protection works taken up under the
State scheme during 2012-17 in the State was conducted by test-check of records of
Engineer-in-Chief (E-in-C), Project Director-Central Water Commission (CWC) and
EEs of 11 (out 53) divisions®. Besides, site visits of three* (out of 23) large dams in the
State was also conducted. Though there is no State level data of the projects available
centrally, we examined all 22 State scheme works of selected divisions (cost: ¥ 75.00
crore) at above units. An entry conference was held with the Principal Secretary (IPH)
in March 2017 wherein the objectives, scope, methodology and criteria were
discussed. Audit findings were discussed in exit conference with the Principal
Secretary in August 2017 and responses of the Government have been incorporated in
the Report at appropriate places.

2.3.5 Audit Criteria

The audit criteria used for the performance audit were derived from the
following sources:

. Guidelines for the Flood Management Programme issued by GOI in 2007,
2009 and 2013;

° Recommendations of Standing Committee on Water Resources (2013-14);
. National Water Policy (2012) and State Water Policy (2013);
. Minutes of meetings of State Technical Advisory Committee;

° Central Public Works Account Code, Himachal Pradesh Treasury Rules,
2007 and Himachal Pradesh Financial Rules, 2009; and

. Orders/ instructions issued by the Government of India and State
Government from time to time.

2.3.6 Planning

2.3.6.1 Scientific assessment of flood prone areas

Scientific assessment of flood prone areas involves use of latest satellite imageries and
satellite remote sensing coupled with geographical information system, frequency of
flooding, duration and depth of inundation, etc.

2 HP-01: Channelisation of Bata river (Paonta Sahib); HP-02: Swan river flood management and

integrated land development project (Gagret); HP-03: Flood protection works to Soan khad
(Sarkaghat); HP-04: Swan river flood management project (Gagret and Haroli); HP-05:
Channelisation of Chhounchh khad (Indora); HP-06: Providing stabilisation of Seer khad and
flood control works from Jahoo to Bum (Ghumarwin) and HP-07: Channelisation for tributaries
of Bata river (Sunkar- Paonta Sahib).

Barsar, Gagret, Ghumarwin, Hamirpur, Haroli, Indora, Kullu, Nalagarh, Paonta Sahib,
Sarkaghat and Shahpur.

4 Bhakra, Chamera-I and Largi.
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On the recommendations of the GOI Expert Committee, the GOI had constituted
(January 2014) a Regional Committee under the chairmanship of Additional Chief
Secretary (IPH) with Director, Central Water Commission (CWC), Shimla as Member
Secretary and 11 members for scientific assessment of flood prone areas in the State.
However, the Regional Committee had not adopted definition of flood prone areas and
no scientific assessment thereof was done in the State as of June 2017. Thus, the State
had not identified the flood prone areas scientifically. In the exit conference, the
Principal Secretary admitted the facts and assured that the flood prone areas would be
assessed scientifically.

2.3.6.2 Morphological studies
Paragraph 10.3 of National Water Policy (NWP) 2012 envisaged that revetments,

spurs, embankments, etc., should be planned, executed, monitored and maintained on
the basis of morphological studies® involving mathematical models for judging the
capacity of the river to hold total quantity of water estimated to flow.

Audit noticed that as required under paragraph 16.2 of NWP 2012, the provision of
morphological studies was not adopted in the State Water Policy 2013. In 13 flood
protection projects® approved by the GOI/ State Government during 2012-17, no
morphological studies were conducted by the Department.

Further, as per mathematical model studies of two FMP projects (HP-02 and HP-04)
on Swan River in Una district conducted (September 2012 and March 2013) by Centre
Water and Power Research Station (CWPRS), Pune, catchment area of the projects
consisted fragile rock vulnerable to erosion, steep slopes, high drainage density and
less forest cover resulting in flash floods in the river. As such, the morphological
studies of all the projects would have achieved better results in construction of
revetments, spurs and embankments in the area to control and mitigate the disaster
likely to be caused by floods. Thus, in the absence of the morphological studies, the
flood protection projects/ works were liable to be damaged. The Department did not
furnish reasons for the deficiencies.

2.3.6.3 Comprehensive master plan
As per paragraph 19.1 of State Water Policy-2013 and recommendations of Standing

Committee on Water Resources (2013-14), the Department was to prepare master plan
for flood protection and flood management for implementation of comprehensive plans
prepared by Ganga Flood Control Commission (GFCC). Further, six’ severely flood
affected States were to constitute Implementation Committee headed by the State
Principal Secretary to ensure preparation of action plans for implementation of the
comprehensive plans in a time bound manner.

Audit observed that the Department had neither prepared basin-wise comprehensive
master plan for speedy execution of flood protection projects nor constituted the

Morphological studies of rivers deal with the change of river plan, form and cross sections
due to sedimentation and erosion with dynamics of flow and sediment transport being the
principal elements.

6 GOI: two FMP projects (HP-05 and HP-07) and State scheme: 11 projects.

7 Bihar, Himachal Pradesh, Jharkhand, Uttarakhand, Uttar Pradesh and West Bengal.
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implementation committee. No action plan for speedy implementation of the flood
protection projects in a time bound manner was prepared. Thus, the observations of the
Standing Committee were not complied with and the Department had taken up
emergent flood protection measures without taking into account the comprehensive
plan of GFCC. In the absence of proper planning, the coverage of flood protection
measures in the flood prone area was quite low as out of 2.31 lakh hectare estimated
flood prone areas of the State, only 25,116.21 hectares (11 per cent) could be covered
as of March 2017. In the exit conference, the Principal Secretary assured the
preparation of the comprehensive master plan in future.

2.3.6.4 Frequency based flood inundation maps and digital elevation maps

Clause 10.6 of National Water Policy-2012 provides for preparation of frequency
based flood inundation maps to evolve strategies/ methods for coping with floods
including supply of safe water during and immediately after floods. Further, as per
Recommendation-28 of Standing Committee on Water Resource (2013-14), the digital
elevation maps were to be prepared to demarcate the flood affected area in the State.

Audit noticed that the Department had not prepared the frequency based flood
inundation maps and digital elevation maps during 2009-17. Thus, critical estimates of
flood prone areas and probability of getting floods was not taken into account in
planning the flood protection projects during above period. Besides, non-preparation of
digital elevation maps led to non-demarcation of various flood zones digitally and
absence of scientific images of the flood affected areas in the State. In the exit
conference, the Principal Secretary stated that inundation maps were being prepared in
Una district. However, no document thereof was provided to audit by the Department.

2.3.6.5 Legislation for flood plain zoning
Flood plain zoning measures aim at demarcating zones or areas likely to be affected

by floods of different magnitudes or frequencies of probability levels and specify
the types of permissible development in these zone so as to minimise the damage due
to floods.

As per Recommendations-28 of Standing Committee (2013-14), the State was required
to enact legislation for the flood plain zoning to prevent encroachments and non-
permissible activities in the areas located in the flood plain zone.

Audit noticed that necessary legislation for the flood plain zoning was not enacted in
the State as of June 2017. Due to non-enactment of the flood plain zoning, the
Department was also unable to avoid/ minimise the risk of damages in flood events, if
any. In spite of assurance in the exit conference, the Department did not furnish
reasons for the same.

2.3.6.6 Preparation of glacial lake outburst flood and landslide dam break
floods studies
With a view to increase preparedness for sudden and unexpected flood related disasters

in hilly reaches, clause 10.7 of National Water Policy 2012 provides for glacial lake
outburst flood and landslide dam break flood studies with periodic monitoring
alongwith instrumentation. Audit noticed that specific studies on glacial lake outburst
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flood and landslide dam break floods were not carried out by the Department in State
during 2012-17. The Department had not evolved any early warning system in the
State as of June 2017. Though asked for (March 2017), the Department did not furnish
reasons for the same.

2.3.6.7 Mathematical study of channelisation of Beas river

With a view to carry out mathematical model study for channelisation of Beas River
from Shah Nehar Barrage to Mirthal bridge including four khads (length: 16 kms.) in
Kangra district, Executive Engineer, Indora division released (November 2013)
3 19.75 lakh to Central Water and Power Research Station (CWPRS), Pune.

Audit noticed that the CWPRS had not conducted the requisite study as of May 2017
due to non-providing of topographic, hydraulic and sediment data for the study by the
Department. For the survey data required (August 2014) by the CWPRS Pune, the
division awarded (May 2016) the work to a firm for ¥ 20.71 lakh with a stipulation to
complete it by February 2017. However, the firm had not commenced the work as of
May 2017 and the Department had not initiated any action in the matter. Thus, failure
of the Department to provide the survey data to CWPRS had resulted in non-
completion of the mathematical model study for more than three years.

The EE of the division stated (May 2017) that the initiative was delayed due to
non-availability of sufficient funds for survey data. The fact, however, remains that
the division should have taken into account all these aspects earlier and secured
sufficient funds.

2.3.6.8 Approval of flood protection proposals

The flood protection proposals are initially approved by STAC before their further
processing for securing funding for their execution. Audit noticed that out of 25 flood
protection proposals (estimated cost: ¥ 3,669.81 crore) approved by STAC during
2012-17, two FMP projects (HP-04 and HP-05) involving estimated cost of
% 1,102.08 crore approved by GOI (2013) and three projects having estimated cost of
T 3.94 crore approved under the State scheme, were only taken up for execution during
above period. Thus, taking up the execution of only five projects out of 25 approved
during 2012-17 indicated that the Department could not take up the remaining projects
expeditiously and secure funds for the same.

2.3.6.9 Non-planning of other flood protection measures

Paragraph 1.6 of CWC (Flood Management Organisation) Handbook for flood
protection anti- erosion and river training works provides for structural and
non-structural measures to reduce the flood/ erosion, losses and protection of the
flood plains.

The details of structural and non-structural measures in respect of the seven FPM
projects in the State are depicted in Table 2.3.1:
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Table-2.3.1-: Details of structural and non-structural measures in respect of seven FMP projects

Structural measures HP-01 | HP-02 HP-03 | HP-04 | HP-05 | HP-06 HP-07
Flood embankments Yes Yes Yes Yes Yes Yes Yes
Drainage No Yes No Yes No No No
improvements

Channel improvement No No No No No No No
Reservoirs No No No No No No No
Flood Wall No No No No No No No
Diversion of flood No No No No No No No
water

Non-structural HP-01 | HP-02 HP-03 | HP-04 | HP-05 | HP-06 HP-07
measures

Flood forecasting No No No No No No No
Flood routing through No No No No No No No
reservoirs

Flood Plain Zoning No No No No No No No
Disaster Preparedness No No No No No No No

Source: Information supplied by Department.

Thus, in spite of CWC guidelines and mathematical study of CWPRS, except
embankments (all projects) and drainage improvement (HP-02 and HP-04), other
structural and non-structural measures were not planned and executed without which
the flood/ erosion and losses would not be reduced effectively. Though asked for
(March-April 2017), the EEs did not furnish reasons for the same.

2.3.7 Funding arrangements

Being Special Category State, the funding for the flood protection projects under FMP
was shared by the GOI and State Government in the ratio of 90:10 upto July 2013 as
per paragraph 4.2 of FMP guidelines, 2009 and thereafter in the ratio of 70:30 as per
paragraph 5.3.3 of FMP guidelines, 2013. The central assistance was to be released in
two instalments in a financial year. The first instalment equal to 50 per cent of central
share provided in the Annual State Budget was to be released after submission of a
certificate of release of full matching State share and the second instalment of GOI
share was to be released after submission of certain certificates® by the State
Government and in the case of flood protection works under State scheme, the funds
are provided under the State budget.

2.3.8 Execution of projects under Flood Management Programme (GOI)

2.3.8.1 Availability and utilisation of funds

Details of availability and utilisation of funds against the projects approved under FMP
during 2008-17 are depicted in Table 2.3.2:

8 Utilisation certificate for utilisation of 50 per cent of central share released earlier,

recommendation of the monitoring agency, corresponding budget provision made by the State
and submission of certificate for release of full State share.
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Table-2.3.2: Details of availability and utilisation of funds under FMPs during 2008-17
(X in crore)

Project code and Year of | Approved cost Funds released Exp. Shortfall
Division approval | GOI State GOI State in GOI
share share share share share
HP-01 Paonta Sahib 2009 31.20 347 16.20 18.27 34.55 15.00
HP-02 Gagret 2008 165.84 18.43 15529 | 55.74 | 211.02 10.55
HP-03 Sarkaghat 2011 5.74 0.64 3.19 3.18 6.35 2.55
HP-04 Gagret/ Haroli | 2013 645.74 276.75 | 163.35 | 221.32 | 384.70 482.39
HP-05 Indora 2013 125.71 53.88 5.21 17.04 23.00 120.50
HP-06 Ghumarwin 2011 20.85 2.32 4.99 9.27 13.76 15.86
HP-07 Paonta Sahib 2012 12.93 1.44 242 10.86 11.98 10.51
Total 1,008.01 356.93 | 350.65 | 335.68 | 685.36 657.36

Source: Departmental figures. Exp.: Expenditure.

Against approved cost, there was short release of ¥ 657.36 crore by GOI and
% 21.25 crore by State Government during 2008-17. Resultantly, there was delay of
more than 12 to 60 months in execution/ completion of the projects as indicated under
paragraph 2.3.8.2.

2.3.8.2 Physical and financial progress

As per clause 4.9 of FMP guidelines, 2009 the flood management works of critical
nature, should be completed in a time bound manner, within a maximum of two to
three financial years. The physical and financial progress of all the seven projects is
depicted below:

Table-2.3.3: Details of execution of projects under FMP
(R in crore)

Project Approval of Stipulated Length of Exp. | Actual date of | Delay in
code project month/ year of embankment (kms) completion months
Year Cost completion Target Achieved upto
March
2017
HP-01 | 2009 34.67 March 2012 18.470 16.660 34.55 In progress 60
HP-02 | 2008 184.27 March 2013 56.680 56.680 211.02 March 2013 Nil
HP-03 | 2011 6.38 September 2012 3.715 4.727 6.35 October 2016 48
HP-04 | 2013 922.49 March 2017 387.580 167.339 384.70 In progress *
HP-05 | 2013 179.59 March 2017 68.000 16.000 23.00 In progress *
HP-06 | 2011 23.17 March 2014 2.900 2.867 13.76 March 2015 12
HP-07 | 2012 14.37 March 2013 11.650 11.600 11.98 | October 2016 42
Total 1,364.94 548.995 275.873 685.36
Source: Departmental figures. * Likely to be delayed in view of physical/financial progress.

All the seven flood protection projects approved during 2008-13 were required
to be completed between March 2012 and March 2017. Of four projects
completed (between March 2013 and October 2016), there was delay of 12 to 48
months in completion of three projects (HP-03, HP-06 and HP-07). The delay in
completion of the projects was attributed to short release of funds under the FMP
by the GOL

Of the remaining three projects in progress as of March 2017, project (HP-01)
had already been delayed by more than 60 months from the stipulated date
of completion.
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Against 548.995 kms embankment to be constructed under the projects,
embankment of only 275.873 kms (50 per cent) could be constructed during
2009-17.

In case of HP-05 embankment of only 16 kms against target of 68 kms could be
constructed though the project was to be completed by March 2017.

Thus, due to undue delay in construction of flood protection works, the intended
benefits of reclaiming of land to be utilised for agriculture, horticulture, fisheries or
other economic activities, etc., could not be derived in a timely manner.

2.3.8.3 Project wise deficiencies

HP-01: Channelisation of Bata river (Paonta Sahib)

The project approved by GOI (January 2009) for I 34.67 crore under Paonta Sahib
division, required to be completed by March 2012 was under progress after incurring
an expenditure of I 34.55 crore (March 2017). The Executive Engineer attributed the
delay to slow pace of work by the contractor.

HP-02: Swan river flood management and integrated land development project
(Gagret)

Non-execution of integrated development works and cost overrun

Against approved (October 2008) cost of civil works of ¥ 184.27 crore, the project was
completed (March 2013) at a cost of ¥211.02 crore. The excess expenditure of
% 26.75 crore incurred without approval of GOI was irregular.

Besides, the DPR of the project included integrated development of 5,000 hectares at
an estimated cost of ¥ 20.27 crore (Fisheries works in 400 hectares: ¥ 10.58 crore,
Horticulture works in 670 hectares: ¥ 4.38 crore, Forestry works in 1,330 hectares:
3292 crore and Agriculture works in 2,600 hectares: ¥ 2.39 crore). However,
execution of the integrated development works by the concerned departments was not
on the records of the Gagret division. Resultantly, accretion of intended project
benefits of I 46.67 crore (projected in the DPR) could not be verified in audit. The
Department had not monitored the actual execution of the integrated development
works of the project by the concerned departments so as to ascertain the intended
benefits derived, if any.

The EE concerned stated (March 2017) that cost overrun of the project was due to
increase in the rates of material and labour and integrated development works were not
executed due to the fact that the concerned departments had already been carrying out
such type of activities in their respective fields. Audit is of the view that the
Department had not ensured the actual execution of integrated development works by
the concerned departments.

HP-03: Flood protection works on Soan khad

In flood protection work on Soan Khad from Sayathi Awal to Kalswai-Dharampur in
Mandi district (Sarkaghat division) under FMP project HP-03 approved (September
2011) by GOI for % 6.38 crore, the specified apron® was not constructed in kms 3.775

Apron is thick stone cover to protect the face of the guide bank at the river bed level.
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and the height of the embankment at Tawari nallah in kms 0.232 was reduced to
1.25 metres from the specified height of 2.5 metres. Incidentally, 0.310 kms
embankment was damaged (August 2014) in floods which had not been rectified as of
May 2017. Thus, flood protection work was executed below specification. The EE
concerned did not furnish reasons for the same.

HP-04: Swan river flood management project (Gagret and Haroli)

The project was approved (September 2013) by the GOI at estimated cost of
%922.49 crore and was scheduled to be completed by March 2017. However, the
project had not been completed due to short release of funds by GOI and expenditure
of ¥ 384.70 crore (42 per cent) only had been incurred on it upto March 2017. Audit
noticed that:

@) Against the provision of ¥ 0.30 crore for complete survey and investigation
alongwith preparation of working estimates under 'Preliminary' component in the DPR,
the EE of Gagret division had incurred expenditure of ¥ 1.24 crore resulting in excess
expenditure of ¥ 0.94 crore without approval of the GOI. Further, expenditure of
% 2.58 crore was incurred by EE of Haroli division during November 2014 to March
2016 on construction of flood monitoring centre at Ghaluwal (% 2.40 crore) and
additional office accommodation (X 0.18 crore) at Haroli without any provision thereof
in the DPR of the project. The diversion of funds beyond the scope of the DPR would
result in shortage of funds under the project thereby hampering the execution of other
works/ components.

The EE of Gagret division stated (April 2017) that the excess expenditure would be
adjusted against the other components of the project. The EE of Haroli division stated
(March 2017) that the expenditure on monitoring centre and office accommodation
was incurred after obtaining the sanction of Swan Channelisation Authority. The
replies, however, do not explain the reasons for incurring expenditure beyond the
scope of the DPR and the Swan Channelisation Authority constituted (February 2014)
by the State Government for monitoring the execution of the project was not
competent to sanction changes in the DPR approved by the GOI under FMP.

(ii) Construction of earthen embankment'® including wire crated apron, stone

pitching, etc., on both sides of Mawa Kuthera Jaswalan Khad (length: 2.0 kms) on
right bank of Swan River under FMP (HP-04) under Gagret division was awarded
(January 2015) to a firm at a tendered cost of ¥ 3.31 crore and stipulated to be
completed by July 2015. The contractor started the work in January 2015. However,
after execution of the work of value of ¥ 1.80 crore, the contractor stopped (July 2015)
the work due to private land dispute in 0.781 kms on both sides of the Khad. The work
was taken up without ensuring the encumbrance free site in spite of the fact that the
land dispute was already in the notice of the Department. The work was lying in a
suspended state as of March 2017 and the expenditure already incurred remained
largely unfruitful.

10 Length: 2.000 kms (both sides of Khad at kms 37.500/1.000 to 2.000).
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The EE of the division stated (March 2017) that it was in the knowledge of the
Department that the private land was involved on the alignment of the work and efforts
were being made to resolve the issue.

(iii) Undue favour to contractor due to non-execution of work

Audit noticed that the construction of earthen embankment including wire crated
apron, stone pitching, etc., on both side of Una Khad (Kms 11.590/0 to 5.500) on left
bank of Swan River under FMP HP-04 under Gagret division was awarded
(June 2014) to a firm at a tendered cost of I 4.50 crore with a stipulation to complete it
by January 2015.

The firm started the work in October 2014. After execution of the work of the value of
T 2.09 crore, the firm stopped the work (September 2015) without assigning any
reasons. In spite of repeated notices (February 2015 to December 2015) from the EE of
the division, the firm did not execute/ resume the work. The Department had not taken
any action for levy of compensation of I 0.45 crore for delay on the firm as per
clause-2 of the contract. Besides, the division had issued (April 2015) material worth
%0.59 crore!! to the firm which also had not been recovered as of March 2017.
Evidently, non-initiation of action for breach of the contractual obligations led to
extension of undue financial benefits to the firm. Though asked for (March 2017) the
EE did not furnish reasons for the lapse.

HP-05: Channelisation of Chhounchh khad (Indora)
The project approved by GOI (July 2013) under Indora division with a stipulation to
complete by March 2017, was still incomplete.

@) Irregular laying of sand below geo textile

As per DPR and mathematical study report (April 2012) of Central Water and Power
Research Station, Pune in FMP project HP-05, a 15 cm thick layer of course sand or
gravel was required to be provided over the geo-textile'? (geo-fabric as filter) to avoid
damage to the geo-fabric during placement of stones in crates.

Audit noticed that contrary to above provisions, in works of the value of I 2.28 crore
(excluding excavation work) of the project executed upto March 2015, the placement
of sand layer was below (instead of above) the geo-textile filter. Thus, the work was
not executed by the contractor as per specification which would affect the life cycle of
flood protection work. The EE stated (May 2017) that the sand was laid below the
geo-textile inadvertently.

(ii) Non-testing of geo-textiles

Central Water Commission had issued guidelines (June 2012) under which it was
required to get tests of geo-textile filters conducted. Further as per condition 22 of term
and conditions of contract award letter geo-textile supplied by the contractor, was to be
got tested from Government agency/ institution at his own cost. Audit noticed that in
Indora division (FMP HP-05) geo-textile of 57,510 square metre valuing < 49.74 lakh

1 Galvanised iron wire: 90 MT (% 57.48 lakh); cement: 200 bags (% 0.52 lakh) and tor steel
2.00 MT (X 1.01 lakh).

Multifilament yarn sheet used to prevent the structural fill from being washed into the rock
voids in the event of a rainfall and to drain off excess water from the structural fill.

12
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was laid by two contractors but the requisite tests were not got conducted through
any Government laboratory. Thus, quality specifications of the geo-textile filter could
not be ensured. The EE stated (May 2017) that the requisite tests were not got
conducted inadvertently.

HP-06: Providing stabilisation of Seer khad and flood control works from Jahoo
to Bum (Ghumarwin)

As per paragraph 10.1 of FMP guidelines, 2013, on completion of FMP project, the
State Government was to submit a completion report giving brief account of the
project approved, works actually executed, details of expenditure incurred, etc. Audit
noticed that FMP project (HP-06) approved by GOI (September 2011) for
% 23.17 crore under Ghumarwin division was completed in March 2015 after
expenditure of I 13.76 crore. However, the project completion report thereof had not
been sent to the GOI as of August 2017. The EE of the division had not furnished the
reasons for the same.

Besides the above, as required under Central Water Commission guidelines (June
2012) indicated under point (ii) of FMP HP-05 ibid, geo-textile of 28,001.95 square
metre valuing ¥ 25.35 lakh was laid by two contractors in Ghumarwin division (FMP
HP-06) without conducting the requisite tests through any Government laboratory.
HP-07: Channelisation for tributaries of Bata river (Sunkar- Paonta Sahib)

It was noticed that:

1)) Non-integration of embankment

According to Section 4.1 of FMP guidelines, 2009 flood management works were to
be taken up in an integrated manner covering entire river/ tributary or a major segment
of rivers/ tributaries.

Audit noticed that project approved by GOI in 2012 for ¥ 14.37 crore was completed
in October 2016 at a cost of ¥ 11.98 crore. However, the division had not made
provision of embankment and apron in kms 3.450 (1.650 to 5.100) due to forest land.
Resultantly, the flood protection works were not executed in the area.

Thus, due to non-integration of the flood management works soil erosion was noticed
at site as depicted in the following photographs:

Soil erosion on the bank of Sunkar river due to non-construction of embankment
(kms 1.650 to 5.100)

The concerned EE stated (April 2017) that the provision of embankment was not kept
in the portions where forest land was involved. The reply was not acceptable as the
Department had neither sought clearance for flood protection works in the forest land
nor made provision for embankment or other flood protection measures in the DPR so
as to protect the area from floods effectively.
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(i) Non laying of geo-textile

Audit noticed that three flood protection works under the project were awarded
(February 2014) to three contractors at tendered cost of ¥ 7.13 crore!®. The works had
been completed (between December 2015 and April 2016) and the division had paid
% 7.06 crore to the contractors. However, against geo-textile of 46,500 square metre
required to be provided and laid in the embankment (25,976 square metre) and apron
(20,524 square metre), the contractor had provided and laid the geo-textile in
embankment only whereas geo-textile was not provided and laid in the apron. Due to
non-laying of the geo-textile, the boulders in the apron had been disturbed by erosion
in the base of apron (Photographs). Besides, the disturbance of apron would also
damage the embankment.

Geo-textile was not laid in the apron and the boulders had been isturbed.

The EE of the division confirmed the facts and stated (April 2017) that the geo-textile
was not laid below the launching apron as per the verbal directions of higher
authorities.

2.3.9 Execution of flood protection works under State Scheme
2.3.9.1 Budget allotment and expenditure under State scheme

Details of budget allocation and expenditure incurred thereagainst for flood protection
works under State scheme during 2012-17 are depicted below.

Table-2.3.4: Details of budget allocation and expenditure under State scheme during 2012-17
(R in crore)

State as a whole

Year Budget Expenditure Excess(+)/ Saving (-)
2012-13 13.03 13.04 (+) 0.01
2013-14 3.69 3.70 (+) 0.01
2014-15 2.01 2.09 (+) 0.08
2015-16 8.44 8.44 --
2016-17 10.23 10.22 () 0.01

Total 37.40 37.49

Source: Appropriation Accounts for State.

It is observed that budget of ¥ 37.40 crore was approved for the flood protection works
under State scheme during 2012-17. Flood protection proposals with an estimated cost
of X 3,669.81 crore were approved by STAC (under Central and State funding) during

13 Embankment and apron on left bank in kms 2.350 to contractor-I (Agreement 273 of 2013-14):
¥ 2.05 crore; embankment and apron on right bank in kms 2.350 to 4.700 to contractor-II
(Agreement 274 of 2013-14): ¥3.08 crore and embankment and apron on left side of
Khala khad in kms 0.300 to 1.200 and kms 1.250 to 1.650 to contractor-III (Agreement 277 of
2013-14): % 2.00 crore.
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2012-17 and meagre funds were provided by the State under the State scheme.
Besides, due to non-availability of sufficient funds, there was also delay in execution/
completion of many flood protection works under State scheme as indicated under
paragraph 2.3.9.2.

2.3.9.2 Status of execution

The data of execution of flood protection works under State scheme during 2012-17
had not been maintained/ consolidated at E-in-C level. The details of flood protection
works approved and executed during above period in the test-checked divisions are
depicted below:

Table-2.3.5: Details of flood protection works sanctioned and executed under State scheme in test-

checked divisions during 2012-17
 in crore)

Year Works sanctioned Works started Completed Incomplete as of
March 2017
No Amount No. Amount No. Exp. No. Exp.
Prior to April 11 59.70 11 59.70 7 20.11 4 3.25
2012

2012-13 2 1.31 2 1.31 2 1.32 0 0.00
2013-14 2 1.49 2 1.49 2 1.51 0 0.00
2014-15 4 4.90 4 4.90 1 0.85 3 2.96
2015-16 2 0.95 2 0.95 1 0.16 1 0.56
2016-17 1 6.65 0 0.00 0 0.00 0 0.00
Total 22 75.00 21 68.35 13 23.95 8 6.77

Source: Departmental figures. Note: Exp.: Expenditure.

Eight incomplete flood protection works sanctioned (between July 2008 to September
2015) were lagging behind their scheduled date of completion by more than 10 to 96
months as of June 2017 though expenditure of X 6.77 crore had been incurred on these
works. Thus, the pace of execution of the flood protection work was very slow and the
divisions failed to derive the intended benefits in a timely manner.

23.10 Tendering and contract management
2.3.10.1 Non restoration of damages

Construction of earthen embankment including crated apron, stone pitching, etc., from
kms 1.000 to 5.000 on both sides of Chhounchh khad under FMP HP-05 in Indora
division was awarded (July 2015) to a contractor for ¥ 14.54 crore and stipulated to be
completed by April 2016.

Audit noticed that the contractor started the work in December 2015 and did not
achieve the pace of the work as work valuing X 6.29 crore (43 per cent) only could be
executed upto June 2016. The contractor left the work unexecuted in June 2016
without assigning any reasons. The Department did not initiate action for levy of
compensation of ¥ 1.45 crore (10 per cent of the awarded amount) for delay in terms of
clause-2 of the contract.

Further, out of 4.000 kms embankment and apron required to be constructed on both
sides, embankment was not constructed in kms 2.410 (right side: kms 0.885 and left
side: kms 1.525) and apron was not executed in kms 3.778 (right: kms 1.587 and left:
kms 2.191). Due to non-construction of embankment and apron in an integrated
manner, the executed work got damaged at various locations during rainy season-2016
resulting in loss of work executed to the extent of ¥ 1.67 crore. As per terms and
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conditions of the contract, in case any damage/ loss to the work due to slow progress,
the contractor was liable to restore the damages/ losses or the amount at double rates
was to be recovered from him. However, the Department had neither taken action to
get the damaged work restored nor effected recovery of loss of I 3.34 crore at double
rates from the contractor as per the conditions of the contract.

Thus, non-levy of compensation for delay (¥ 1.45 crore) and non-recovery of loss of
the damaged work (% 3.34 crore) as per the provisions of the contract led to extension
of undue financial benefits to the contractor. The EE stated (May 2017) that in spite of
directions, the contractor had not resumed the work and necessary action would be
taken as per terms and conditions of the contract.

2.3.10.2 Performance Bank Guarantee from contractors

As per clause 21.1 of Central Public Works Manual (CPWM), the successful tenderer
was to deposit an amount equal to five per cent of the tendered amount as performance
guarantee. Audit noticed that:

o Out of 16 contracts (between May 2014 and February 2016) in three FMPs
(HP-02, HP-04 and HP-05), the clause of performance bank guarantee in five
contracts was kept at the rate of five per cent of the tendered amount whereas
in the remaining 11 contracts, the same was kept at the rate of two and half per
cent of the tendered amount (X 86.87 crore) which resulted in short-receipt of
performance guarantee of ¥ 2.17 crore from the contractors.

° In one contract (July 2015) of FMP HP-05, against performance bank
guarantee of I 0.36 crore required to be obtained, only < 0.12 crore had been
obtained from the contractor.

o In FMP HP-04, performance bank guarantee of I 2.22 crore obtained from
12 contractors against the tendered cost of I 75.80 crore had expired (between
February 2015 and November 2016)) whereas the works had not been
completed and the division had also not renewed the same as of March 2017.

. In 23 contracts (between March 2007 and February 2016) of FMPs HP-01,
HP-05 and HP-07, the required performance bank guarantee of I 2.55 crore
was not obtained from the contractors.

Thus, variation in the contract clause and non/ short obtaining of performance bank
guarantee from the contractors in violation of the provision of the CPWM ibid resulted
in extension of undue favour to the contractors besides jeopardising the public interest
against losses. The EEs stated (March-May 2017) that the matter would be taken up
with the contractors to revalidate the performance bank guarantee.

2.3.10.3 Irregular payment due to non-approval of deviation

Paragraph 24.2.4 of CPWM provides that any deviation necessitated during execution
of the work should have prior approval of the competent authority. Audit noticed that
in respect of 14 works of three FMPs in three divisions awarded (between March 2007
and October 2012) at a tendered cost of ¥ 25.57 crore which had been completed
(between August 2010 and March 2015) the EEs had paid I 29.85 crore to the
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contractors upto March 2017. Thus, payment of ¥ 4.28 crore'* made to contractors
over and above the amount of contracts without approval of deviations from the
competent authority was irregular.

The concerned EEs stated (March and April 2017) that final bills of the contractors had
not yet been paid due to non-approval of deviation. The reply was not acceptable as the
EEs of the divisions should have secured prior approval of deviation from the
competent authority.

2.3.10.4 Extra expenditure due to split up of works

The estimate of FMP HP-07 under Paonta Sahib division having approved cost of
% 14.37 crore was split-up (February to August 2014) into five jobs with a view to
execute the work speedily, achieve the targets and utilise the funds. A comparison of
item rates of the jobs awarded to different contractors revealed variations, which
resulted in excess payment of ¥ 1.71 crore to contractors due to higher items rates
under respective contracts which could have been avoided. Moreover, intended
objective of speedy execution of works was not achieved as the works were completed
after delay of nine to 14 months from stipulated date of completion.

The EE stated (April 2017) that the work was split up for speedy execution and entire
process for tendering was adhered to. The reply is not acceptable as the split up
resulted in uneconomical execution besides delay in completion of the works.

2.3.10.5 Non-recovery of royalty of minerals from contractors

As per terms and conditions of contract, royalty for stone/ boulders, earth, sand and
stone aggregate used in the works as per rates approved by the State Mining
Department is to be made good by the contractors. For this purpose, the division is
either to obtain royalty receipts (issued by mining department) from the contractors or
effect recoveries from as per the approved rates. Audit noticed that in respect of works
of seven FMP projects executed during 2009-16, against royalty of ¥ 6.66 crore'> to be
recovered from the contractors for stone/ boulders, earth, sand and stone aggregate
used in the works, the EEs of the concerned divisions had recovered % 2.28 crore
leaving unrecovered balance of I 4.38 crore as of April 2017. The concerned EEs
stated (February-April 2017) that necessary recovery would be effected from the
contractors shortly.

2.3.11 Management of funds
2.3.11.1 Irregular drawl of funds

Rule 2.10(b) (5) of Himachal Pradesh Financial Rules (HPFRs), 1971 and Rule 5.71(c)
of Himachal Pradesh Treasury Rules (HPTRs), 2007 stipulate that no money should
be drawn from treasury unless it is required for immediate disbursement. Audit
noticed that:

14 Ghumarwin: HP-06 (% 2.88 crore), Paonta Sahib: HP-01 (% 0.70 crore) and Sarkaghat: HP-03
(% 0.70 crore).
15 FMP projects HP-01: ¥ 1.66 crore, HP-02 and HP-04: ¥ 2.37 crore, HP-03: ¥ 0.28 crore,

HP-05: % 0.77 crore, HP-06: ¥ 0.37 crore and HP-07: ¥ 1.21 crore.
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° Executive Engineer (EE) of Paonta Sahib division on the basis of letter of
credit (LOC) received from the SE, Nahan withdrew ¥ 32.42 crore'® from
treasury during last week of financial years 2006-15 and showed it as final
expenditure against flood protection works not actually executed on the
ground. The divisions further transferred the amount to local sub-divisions
which kept the funds under deposit head. Of this, expenditure of I 22.44 crore
was incurred in the subsequent years and balance of I 9.98 crore was lying
unspent under deposit head for more than two to four years.

o Executive Engineers of five test-checked divisions!’, on the basis of LOC
received from the concerned SEs, withdrew I 35.06 crore from treasury during
last week of financial years 2012-15 and showed it as final expenditure against
flood protection works. The divisions further transferred the amount to other
divisions or to local sub-divisions on the same day. However, in the subsequent
financial years, the same were accounted for under head ‘Public Works
Deposits’. The division had utilised ¥ 35.01 crore'® in the subsequent financial
years, and T 0.05 crore transferred (March 2014) by Haroli division were lying
unutilised with Gagret division for more than three years. Evidently,
withdrawal of ¥ 35.06 crore from treasury without immediate requirement in
contravention of the rules ibid was irregular.

Thus, parking of regular budgetary funds in deposit head to avoid its lapse and merely
booking of expenditure to works also resulted in depiction of incorrect expenditure
without actual execution of works.

The EEs of concerned divisions stated (March and April 2017) that the funds were
drawn to avoid lapse of LOC or allotment at the fag end of the financial year. The
replies, however, do not explain the reasons for withdrawal of amount from treasury
without actual execution of the works.

2.3.11.2 Irregular purchase of vehicle

Flood Management Programme guidelines, 2009 do not provide for purchase of
vehicle. Audit noticed that contrary to this provision, the EE of Gagret division
purchased (October 2014) one vehicle for ¥ 15.14 lakh and charged the expenditure to
FMP project (HP-04) even though there was no provision for the same in the approved
detailed project report (DPR). Further, the purchased vehicle was not being used for
the purpose of inspection/ supervision of the flood protection works executed under the
project. Rather, it was transferred to Shimla Division-I.

The EE stated (March 2017) that the vehicle was purchased for Vice-Chairman, State
Water Management Board in order to monitor the overall activities of the Department
in the State. The reply is not acceptable as to monitor the activities of the Department,
the funds should have been met out of the State budget.

16 2006-07: ¥ 2.41 crore; 2008-09: ¥ 2.51 crore; 2009-10: ¥ 5.83 crore; 2010-11: ¥ 10.22 crore;
2012-13; % 4.65 crore; 2013-14: T 5.53 crore and 2014-15: % 1.27 crore.

17 Haroli: 2013-15 (R 4.25 crore); Ghumarwin: 2014-15 (% 5.87 crore); Gagret: 2014-15
(X 15.94 crore); Indora: 2014-15 (X 2.65 crore) and Sarkaghat: 2011-12 (% 6.35 crore).

18 2013-14: % 3.50 crore; 2014-15: % 2.17 crore; 2015-16: ¥29.17 crore; and 2016-17:
% 0.17 crore.
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2.3.11.3 Irregular charging of contribution towards annual subscription

Audit noticed that the EE of Paonta Sahib division had released (March 2010)
% 30.00 lakh to the Accounts Officer, Ministry of Water Resources, GOI on account of
annual subscription of Upper Yamuna Board by debiting the expenditure to flood
protection works of FMP project (HP-01) whereas there was no provision thereof
in the detailed project report. Besides, complete details/ documents in support of
the payment were not available on records of the division. The Executive Engineer of
the division did not furnish reasons for non-availability of details/ documents of
the payment.

2.3.11.4 Inadmissible expenditure incurred prior to approval

As per clause 4.10.3 of FMP guidelines, 2009 central assistance towards the
expenditure incurred by the State Government on a project in the previous
financial year(s) before its approval by the Empowered Committee (EC) would not
be entertained.

Audit noticed that FMP project HP-O1 under Paonta Sahib division was approved by
the GOI in January 2009 whereas the project had already been started in 2006-07.
Contrary to the above provisions, the central funds of ¥ 11.02 crore had been adjusted
against the expenditure already incurred on the project prior to the approval of the
project by GOI which was irregular and should not have been taken into account while
releasing the funds for the project in future.

2.3.12  Flood forecasting, emergency action plan/ disaster management plan
2.3.12.1 Flood forecasting

'Flood forecasting’ as a non-structural measure is recognised as effective tool for flood
management by providing advance warning to flood prone area. During audit of
seven FMPs projects and 22 projects/ works under State scheme, it was noticed that:

° In order to modernise snow-melt runoff forecasting system, snow hydrology
division of CWC, Shimla was established in May 1984. However, the division
had not conducted flood forecasting in the State as of March 2017.

° For developing a robust flood forecasting system, the Regional Committee for
scientific assessment of flood prone area advised (September 2014) the
Director, CWC to take up the matter with the State Energy Department to
collect/ share related information and real time data available with project
authorities/ independent power producers but no progress had been made as of
March 2017.

Thus, basic data for undertaking flood protection works was not obtained/ collected
indicating the lacklustre attitude of the State Government and monitoring agencies.

2.3.12.2 Emergency action plan

The State Government constituted (August 2013) a Dam Safety Organisation to look
into various dam safety aspects of large dams. The Dam Safety Organisation is also a
member of National Committee on Dam Safety as per GOI orders (October 2015). Out
of 23 large dams in the State, 18 have been commissioned and five are under
construction. Audit noticed that:
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o Emergency Action Plan (EAP) for all 18 commissioned dams had been
prepared. However, the inundation maps for dam break eventuality indicating
the low lying area and nearby high level ground/ areas where the affected
people could be shifted in case of dam break in respect of two (out of three)
selected dams (Bhakra and Chamera-I) had been prepared whereas the
inundation maps in respect of the third selected dam (Largi) had not been
prepared as of May 2017.

. The glacial lake outburst flood and landslide dam break floods studies with
periodic monitoring alongwith instrumentation were not undertaken by any of
the selected dams as required under para 10.7 of National Water Policy.

2.3.12.3 Compliance of disaster management plan and dam safety regulation

As per directions (June 2014) of the State Government, the owners of all dams/
barrages of hydroelectric power (HEP) projects were to comply with the provisions of
"Disaster Management Plan (DMP)" and "Dam Safety" regulations in line with the
CWC guidelines after an incident in which 24 students and one tour operator were
washed away in river Beas owing to sudden release of water from Largi dam.
However, there was no co-ordination amongst different Departments/ wings of the
State Government indicating lack of preparedness and heightened risk of damage in
the case of any eventuality. The IPH Department responsible for flood protection and
control in the State had also not been specifically involved for DMP and Dam Safety
regulations as per State Government directions (June 2014) ibid. The following
deficiencies were noticed during site visits of selected dams:

° No Dam Safety Cell was created for implementation of dam surveillance
programme by any of the selected dam authorities.

° As required, no disaster management cell was constituted by any of the
selected dam authorities at each project site to ensure immediate response with
regards to relief and rescue operation.

° As required, the scientific and technical instruments including strain metre,
stress metre, joint metre, upliftment measurement devices, piezometer, etc., for
the purpose of ensuring the safety of dam and the life and property of people
downstream were installed. However, these were not functioning in the
selected dams as of May 2017.

° In all the three selected dams, against the required 18 pre/ post-monsoon
inspections, nine inspections'® were carried out by the dam authorities during
2014-17 resulting in shortfall of nine inspections. The compliance of
observations in the inspection reports of Bhakra dams had not been made as of
May 2017.

. As required, no third party inspection (every three years) of the selected dams
for monitoring the comprehensive safety evaluation comprising of review and
analysis of available data on the design, construction, operation, maintenance
and performance of the structure; general assessment of hydrologic and
hydraulic conditions with mandatory review of design floods as defined in the
CWC guidelines, etc., was carried out.

Bhakra Dam: five, Largi Dam: one (pre monsoon 2015) and Chamera-I: three.
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° As required the dam authorities were required to carry out mock drill to judge
the efficacy of Emergency Action Plan (EAP)/ Disaster Management Plan
(DMP) for keeping the staff and downstream habitants to prepare for any
eventuality. As per information supplied by the Directorate of Energy, out of
18 completed dams, mock drills were conducted by ten dams whereas no mock
drill was conducted by the remaining eight dams. In selected dams, only four
mock drills were conducted by two dam authorities®® whereas no mock drill
was conducted at Largi dam as of May 2017.

° Risk assessment study as required under central dam safety organisation, had
not been conducted in respect of any of the selected dams.

. Comprehensive safety evaluation for the purpose of determining the conditions
of dam and reservoir was conducted by Chamera-I dam during
February-March 2015 whereas no such study was conducted by any of the
remaining selected dam authorities.

. No safety audit of the dams/ barrages with reference to healthiness of civil,
hydro, mechanical and electromechanical structures/ equipment in line with
operation and maintenance manual was carried out by State Directorate of
Energy which was to be carried out once in every six months.

In the exit conference, the Principal Secretary (IPH) assured that the matter would be
taken up with the Directorate of Energy.

2.3.13  Monitoring and evaluation
2.3.13.1 Monitoring of FMP projects

) As per FMP guidelines, 2007 monitoring of the execution of the flood
protection projects was to be carried out by the Ganga Flood Control Commission
(GFCC) in FMPs HP-01 and HP-07 and Central Water Commission (CWC) in other
FMPs (HP-02 to 06). However, periodicity of the monitoring has not been specified in
the guidelines. Audit noticed that during 2012-17, the CWC had monitored four FMPs
(HP-03 to HP-06) eight times! whereas FMP project HP-02 completed in March 2013
had not been monitored. Monitoring of two FMP projects (HP-01 and HP-07) by
GFCC were not on records of Paonta Sahib division. Besides, the divisions had not
maintained proper records of monitoring without which the extent of effective
monitoring could not be verified in audit.

(i1) Paragraph 5.7 of FMP guidelines, 2009 provides for monitoring the physical
progress of the FMP projects in association with the Department of Space/ National
Remote Sensing Agency through advanced techniques such as remote sensing. Audit
noticed that no such techniques in association with the above Department/ agency
were adopted by the CWC for the monitoring of physical progress of FMPs. CWC
stated (June 2017) that the projects have been monitored by making physical visits of
the projects. The reply is not acceptable as monitoring of physical progress through
remote sensing would have brought out real time changes alongwith status of
execution of projects.

20 Bhakra: two and Chamera-I: two.

21 HP-03: twice (March 2012 and January 2013); HP-04: thrice (June 2014, December 2014
and August 2015), HP-05: twice (September 2014 and August 2015) and HP-06: once
(August 2015).
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2.3.13.2 Constitution of standing committee for joint inspection of works

Paragraph 3.3 of FMP guidelines, 2009 provides for constitution of standing
committee by CWC having representatives of State Government and Non-Government
Organisations in the State for joint inspection of critical/ major flood protection
maintenance works and damaged flood management works. Audit noticed that no
standing committee was constituted by the CWC in the State as of June 2017, which
resulted in non-conducting of joint inspection of the flood protection maintenance
works/ damaged flood management works during 2012-17. Due to non-conducting of
joint inspection, quality of executed flood protection works would remain unchecked.

2.3.13.3 Constitution of review committee for major projects

For reviewing the progress of the works costing I 5.00 crore and above, rule 90 of
Himachal Pradesh Financial Rules (HPFRs), 2009 provides for constitution of review
committee consisting of the executing agency, Head of Department and representatives
of Administrative and Finance Departments. Audit noticed that no such review
committee was constituted by the Department as of June 2017. Resultantly, all seven
FMP projects (approved cost ¥ 1,364.94 crore) exceeding < 5.00 crore were not
reviewed as per the provision of HPFRs ibid. Due to non-monitoring of the projects by
the review committee, the Department had not ensured the execution of quality flood
protection works in a timely manner.

2.3.13.4 Non-submission of audited statements of expenditure

As per paragraph 4.14 of revised FMP guidelines, 2009 the State Government was
required to submit audited statements of expenditure incurred on the works within nine
months after completion of the financial year to the GOI. Audit noticed that necessary
audited statements were not submitted in any of the FMP projects except FMP HP-06
under Ghumarwin division sent in August 2016.

2.3.13.5 Concurrent evaluation study

As per paragraph 5.4 of FMP guidelines, 2009 for initiation of mid-course correction
at appropriate time, the State Government was required to commission concurrent
evaluation studies (analysis of strength, weakness, opportunities and threats of the
projects progress) for the project costing more than I 7.50 crore through reputed
organisation (not under the administrative control of the Ministry of Water Resources/
IPH Department). Audit noticed that the concurrent evaluation study in respect of
HP-02 and HP-04 was conducted (September 2015) through National Institute of
Technology (NIT) Hamirpur whereas no such study was conducted in remaining four
FMP projects®? costing more than ¥ 7.50 crore each. Thus, the Department had not
ensured the execution of quality flood protection works.

2.3.13.6 Performance evaluation study

Paragraph 9.2 of FMP guidelines, 2013 stipulates that the State Governments would
commission performance evaluation of the completed projects with regard to the
objectives as defined in the DPRs through Indian Institute of Technology (IIT). Audit

22 HP-01: Channelisation of Bata river (Paonta Sahib); HP-05: Channelisation of
Chhounchh khad (Indora); HP-06: Providing stabilisation of Seer khad and flood control works
from Jahoo to Bum (Ghumarwin) and HP-07: Channelisation for tributaries of Bata river
(Sunkar- Paonta Sahib).
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noticed that performance evaluation was conducted (February 2016) in respect of FMP
HP-06 completed in March 2015 through NIT, Hamirpur instead of IIT whereas no
performance evaluation was conducted in the other three completed FMPs*. As per
performance evaluation report of HP-06, the people of the area demanded stabilisation/
channelisation of the stream along its both banks in the balance reaches and tributaries
to ensure complete protection against the flash floods and erosion. However, no follow
up action was taken by the Department as of April 2017. Non-following up on such
evaluation study renders the whole exercise futile.

2.3.14 Conclusion

Planning for flood management was not done in as pro-active a manner as desirable as
the Department had neither made scientific assessment of flood prone areas nor
formulated basin-wise comprehensive master plan/ action plan for speedy execution of
flood protection works. Absence of morphological studies for execution of flood
protection projects/ works and non-planning/ execution of all structural and non-
structural measures (except embankments) were unlikely to achieve better results to
control and mitigate disasters by floods. The frequency based inundation maps and
digital elevation maps for flood affected areas were also not prepared. Financial
management for flood protection projects/ works was marred by short/ non-release of
funds, non-utilisation of funds optimally, projects held up for want of funds and
diversion of funds to other works. Works were not executed efficiently and effectively
as there was delay in execution/ completion of the projects/ works, execution of work
below specification, non-execution of works in an integrated manner, undue favour to
contractors due to non-levy/ recovery of compensation for delay, loss of damages and
royalty, etc. Flood forecasting system had not been devised in the State as of
March 2017. The Department had not constituted standing and review committee for
joint inspection of critical/ major works.

2.3.15 Recommendations

The Government may consider:

. Formulating a basin-wise comprehensive long-term master plan for flood
protection works based on scientific assessment and morphological studies of
flood prone areas and frequency based inundation maps and digital elevation
maps for flood affected areas in the State to ensure speedy and effective
execution of flood protection works.

o Preparing and complying with all checklists regarding availability of land and
other codal formalities before approval of the works for flood protection so as
to ensure their execution expeditiously.

. Evolving a robust flood forecasting system in the State so as to ensure the issue
of early warning and shifting of people to safer places thereby minimising the
loss of life and property.

. Effective monitoring and evaluation of projects at regular intervals so as to take
remedial actions.

The audit findings were referred to the Government in August 2017. Reply had not
been received (November 2017).

23 HP-02: March 2013, HP-03 and HP-07: October 2016.
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Information Technology Department

24 Information Technology Audit on e-Procurement Project

The State Government introduced (June 2011) electronic procurement (e-Procurement)
project aimed at increasing the efficiency and transparency in procurement of goods,
works and services. The performance audit of the conception and implementation of
the project was done during March 2017 to June 2017 to assess its effectiveness. Some
of the significant audit findings are summarised as under:

Highlights:

e E-Procurement was a part of Mission Mode project of Gol on e-Governance.
Only one module (e-tendering) out of seven modules of e-Procurement had been
considered for implementation in 26 out of 90 organisations in the State. Even
in the e-tendering module the critical activities such as online opening of bids,
negotiations and award of contract is being done manually.

(Paragraphs 2.4.1, 2.4.7.1 and 2.4.7.2)

® Business rules have not been mapped in the application software leading to
irregular opening of the tenders before the stipulated period.

(Paragraph 2.4.6.1)

e  Use of same digital signature certificate by multiple users and participation in
the tendering process defeated the very purpose of secured online bidding.

(Paragraph 2.4.6.2)

e Time cycle in processing of tenders through e-Procurement system could not be
reduced due to non-revision of tendering rules, and time taken in processing of
tenders during 2011-17 ranged between 122 and 554 days.

(Paragraph 2.4.6.4)

® Act/ rules, service level agreement and rollout plan for effective implementation
of e-Procurement system have not been prepared/ executed.

(Paragraphs 2.4.7.3 and 2.4.8.1)

e Performance of multiple jobs by single user due to non-segregation of duties
rendered the system susceptible to high risk and will make it impossible to
enforce accountability.

(Paragraph 2.4.8.3)

e There was a shortfall of 98 per cent in providing training to the prospective
bidders for effective use of e-Procurement system and monitoring was also
inadequate as the requisite meetings of the Core Committee were not held.

(Paragraphs 2.4.9.7 and 2.4.9.8)
24.1 Introduction

E-Procurement is a collaborative procurement of goods, services as well as selection of
bidder for award of works by using internet and related technologies for bringing
efficiency and transparency. It provides equal access to all eligible and qualified
bidders without discrimination to promote integrity, fairness, accountability and public
confidence in the procurement process. E-Procurement process also results in
competitiveness and saving of cost and time by shortening of procurement cycle. The
e-Procurement has seven modules as shown below:
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Modules of e-Procurement

The Government of India (Gol) under Mission Mode Project of National e-Governance
Plan (NeGP) identified (June 2009) the State of Himachal Pradesh as pilot State for
implementation of e-Procurement. The Government of Himachal Pradesh (GoHP),
requested National Informatics Centre (NIC), Himachal Pradesh to submit a project
proposal for implementation of the e-Procurement system of NIC called ‘Government
e-Procurement System of National Informatics Centre (GePNIC)’. After acceptance of
the proposal, the GePNIC was implemented (June 2011) in three' departments of the
GoHP on pilot basis. The threshold limit for e-procurement was initially fixed (April
2011) at X 40 lakh for Public Works Department (PWD) and Industries Department
(ID), and % 25 lakh for Irrigation and Public Health Department (IPH) which was
subsequently reduced (January 2012) to X 10 lakh for PWD and IPH and X 20.00 lakh
for ID. The e-Procurement system was extended to 26> out of 90 organisations up to
February 2017. Although, threshold limit was only fixed for three pilot selected
departments yet other organizations implementing e-Procurement were also following
the threshold limit of ¥ 10 lakh. However, only one module i.e., e-tendering consisting
of six® sub-modules, as detailed in paragraph 2.4.7.2 was implemented (March 2017),
partially, in 26 organizations of GoHP. Even in the e-tendering module crucial
activities such as negotiation and award of the contract were being done manually.

As per data supplied by the NIC, 26 organisations had published 18,678 tenders
valuing ¥ 11,052.80 crore during 2011-17; out of which 13,315 tenders valuing
3 8,546.92 crore were opened. The organisations have not maintained details of tenders
floated during 2011-17, however, as per the State Finance Accounts (Statement No. 4)
total expenditure of I 20,441.38 crore was incurred on procurement of goods, services
and works in Government departments during 2011-16. Against this, 7,957 tenders

! Public Works Department (PWD), Irrigation and Public Health Department (IPH) and Industries
Department (ID).

Government Departments: eight and Corporations/ Public Sector Undertakings: 18.

Tender creation, Tender publication, Bid submission, Bid opening, Negotiation and Award of
contract.
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valuing ¥ 6,183.86 crore were processed through e-Procurement project in eight?
departments which constitutes 30 per cent of total procurement. The information in
respect of remaining 18 organisations, though called for in audit, was not supplied.

24.2 Organisational set-up

The e-Procurement in the State of Himachal Pradesh is managed by the Department of
Information Technology (DIT), GoHP which is designated (December 2009) as the
nodal agency for implementation of e-Procurement. A Core Committee headed by the
Principal Secretary (IT) and six> other members were constituted (September 2011) for
implementation of e-Procurement and taking policy decisions like revision of
tendering rules, issue of executive instructions, vetting of standard bidding documents,
drafting and signing of Memorandum of Understanding with Banks for e-Payment, etc.
The Director, Information Technology is the Member Secretary of the core committee
who 1is assisted by an Additional Director, Joint Director, Deputy Director and
Assistant Controller (Finance and Accounts) for handling all the technical and
financial tasks and acts as an interface between user organisations and NIC.

2.4.3 Audit Objectives

The IT Audit of e-Procurement project had the following objectives:

e To review whether core objectives of e-Procurement viz., transparency in the
bidding process, competitiveness, streamlining of process and reduction in the cost
procurement have been achieved as envisaged;

e To evaluate the adequacy of mapping of business rules into the system; and

e To analyse the data for completeness, integrity, reliability, accuracy, and security
controls had been built into the system.

2.4.4  Audit Scope and Methodology

The IT Audit of e-Procurement was conducted during March 2017 to June 2017 by
covering seven sampled® organisations, (out of 26 organisations in which it was

implemented) and scrutiny of documents and related computer operations for the
period 2011-17.

The audit objectives, criteria, and scope of audit were discussed with Principal
Secretary (IT) in an entry conference held in April 2017. The data of e-Procurement
was analysed by using a Computer Aided Audit Tool “Interactive Data Extraction and
Analysis” (IDEA). The audit findings were discussed in the exit conference held with
the Principal Secretary (IT) in August 2017. The views of the State Government have
been appropriately incorporated in the report.

Information Technology, Irrigation and Public Health, Public Works, Industries, Revenue,
Fisheries, Printing and Stationery and Urban Development Departments.

Principal Secretary (Finance), Principal Secretary (PWD), Principal Secretary (IPH), Controller
of Stores, Joint Director/ Deputy Director (IT) and any other technical expert
co-opted by the committee.

Department of Information Technology (DIT), HP State Electronics Development Corporation
Limited (HPSEDCL), HP Tourism Development Corporation Limited (HPTDCL), HP State
Industrial Development Corporation Limited (HPSIDCL), HP State Civil Supplies Corporation
Limited (HPSCSCL), Industries Department and Public Works Department.

771Page



Audit Report- Social, General and Economic Sectors (Non-PSUs) for the year ended 31 March 2017

2.4.5 Audit Criteria

Audit criteria used for conduct of the performance audit were:

e Guidelines issued by Central Vigilance Commission/ Competition Commission of
India (CCI);

¢ Information Technology Act 2000 and amendment of 2008;

e c¢-Procurement guidelines issued by Standardisation Testing and Quality
Certification (STQC) Directorate and e-Safe GD220 guidelines issued by the
Ministry of Communications and Information Technology, Gol; and

e Himachal Pradesh Financial Rules (HPFR), 2009 and orders/ instructions issued
by the State Government/ Departments for e-Procurement.

The Audit Findings of e-Procurement are detailed in the succeeding paragraphs:

2.4.6  System Design issues
2.4.6.1 Non-mapping of business rules in the application software

Section 4 of Rule 102 of HPFR, 2009, provides that minimum time allowed for
submission of bids shall be three weeks from the date of publication of the tender
notice. Further, Rule 192 of HPFR, empowers the Department of industries to issue
detailed instructions and guidelines for procurement of goods and services from time
to time with the approval of Government and the procurement in all the organizations
was to be done according to these instructions and guidelines. Accordingly, the
Industries Department had issued (October 2013) instructions which provide that a
period of three weeks from the date of publication shall be given for the receipt of
tenders, except in case of urgent demands where the period may be reduced to two
weeks. For effective implementation of e-Procurement, these rules should have been
mapped in the application software but the rules were not mapped.

During analysis of data in respect of 26 e-procurement implementing organisations in
the State, Audit noticed that:

e In 10,135 and 5,537 work items (out of 19,121 work items), tenders were opened
before 21 and 14 days respectively from the date of publication of tenders in
23 organisations. Further, in seven selected organizations, in 4,630" and
2,209 work items®, the tenders were opened before 21 and 14 days respectively.
No mention of short tender was made in these cases.

e Of above, in 184 work items, the tenders were opened in less than five days in six
organisations and in two organisations tenders for 94 work items were opened
within two days of publication.

¢ In five work items, the date of publishing and opening of tender was same.

Non-mapping of the business rule (specifying the period of receipt and opening of
tenders from the date of publication of tender) in the application software resulted in

PWD: 4,274, HPSIDCL: 132, HPSCSCL: 72, HPTDCL: 63, ID: 45, HPSEDCL: 43 and DIT: one.
8 PWD: 2,026, HPSIDCL: 82, HPSCSCL: 22, HPTDCL.: 36, ID: 13, HPSEDCL.: 29 and DIT: one.
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irregular opening of the tenders before the stipulated period and as a result, prospective
bidders deprived of participation in tendering process could not be ruled out.

In the exit conference, the Principal Secretary stated that the business rules
should have been mapped in application software so as to comply with the HPFRs,
to provide adequate time to the prospective bidders and ensured compliance of the
audit observations.

2.4.6.2 Inadequate validation controls in the registration of users

a. Deficiencies in use of Digital Signature Certificate

The online corporate/ bidder enrollment form had provision for enrolling vendors and
assigning them login ID/ password through website for logging into the application
software and system generates user ID for each user. Further, the user ID had to be
mapped with the Digital Signature Certificate (DSC). Audit noticed that the
application software failed to link the DSC with the user ID used at the time of
registration due to absence of validation check. In this context, analysis of data
revealed that:

e The data in table public_gep_user_certificate showed that the name of the user
was not validated at the time of renewal of DSC and different names were
captured against the same user ID in the table. In one case, against the user ID 73,
bidding was done by using DSC registered in the name of different person.
Evidently, any DSC can be mapped with the user ID and the legal sanctity of DSC
was not ensured.

* Five DSCs were mapped against same user ID 3176 in the application software
during the period from 30 September 2013 to 11 March 2017 which showed that
there was no provision for validation of the name of the DSC holder with
registered application user, resulting in unauthorised use of DSC by the users.

e  For submission of single bid number 48283, two DSCs were used by the bidder
having user ID 5049, as the bill of quantity (BOQ) was uploaded through
SIGNINGCERTID 12513 and the other documents such as EMD, machinery
details, service tax/ sales tax certificates and CA report were submitted through
SIGNINGCERTID 14232 which proves that the bid can be uploaded by using
multiple DSCs due to lack of validation control for mapping of the DSC in
application software.

Thus, due to improper mapping of DSC with the user ID and in the absence of
validation checks, the authenticity of the bid could not be ensured.

The Principal Secretary (IT) admitted that there should be provision of mapping of
DSC with the user ID. The Senior Technical Director and State Informatics Officer
(SIO), NIC stated that the needful will be done.

b. Participation of Dummy users in the bid process

Application software allowed registration of all users without proper validation.
Analysis of the data showed that, out of 12,430 users, 5,463 were registered with DSC,
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6,803 registered without DSC, 110 users were blocked and the registration was in
process for 54 users. The analysis further revealed that:

e In one case, ‘Registered’ user having user ID 1661 in the name of
(n)Code ahmedabad test user (mobile no 8888888888 and email id
bhaveshs@ncode.in) had participated in 1,768 out of 15,061 work items which
indicated that dummy bidders were captured in the table resulting in non-
reliability of data and authenticity of the application of software.

e 23 users with blocked status had participated in 23 bidding processes during
2011-17. Also, 2,679 users without DSC had participated in the bid process
during 2011-17.

Thus, due to non-mapping of registered users with DSC, the ineligible users have
participated in the bidding process raising questions about reliability of the system.

The Principal Secretary (IT) admitted that there should be provision of mapping of
DSC with the user. The Senior Technical Director and SIO, NIC stated that the needful
will be done.

c. Duplicate mobile numbers, same/ alternate email ID and existence of non-
DSC registered users

Analysis of data of all individual/ corporate bidders and departmental users

revealed that:

e In 573 out of 5,463 DSC registered users, same mobile number was captured more
than once with different users. In 514 cases, login ID was different but their
alternate email ID provided for recovery of login ID was same which indicated
that either the DSC registered users are linked to each other or multiple login IDs
were operated by the single user which shows that the validation check on basic
unique field/ data was not provided.

e  User ID numbers are system generated numbers and should be in continuous form.
There were six gaps with 73 missing serial numbers in generation of user ID.

Thus, due to absence of validation checks in the application software the possibility of
participation to subvert the tendering activity by manipulation of data could not be
ruled out.

The Principal Secretary (IT) accepted that there is no validation of credentials in the
system and the application software should be dynamic and designed to authenticate
the identity of bidders and further suggested that user ID should be linked with Aadhar
numbers for making it reliable and authentic. The version of the Principal Secretary
(IT) confirms the audit observation.

d. Gaps in system generated row ID numbers

In order to detect any unauthorised changes to the database, the system auto-generates
row ID numbers, sequentially, while capturing the data of bids submitted through the
application software for ensuring integrity and reliability of data.

Audit noticed that in 790 gaps there were 1,107 missing numbers in the table that
contained the details of tenders along with critical dates. The gaps in row ID
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numbers (serial number) raises serious concerns about the integrity and reliability
of the database.

The Principal Secretary (IT) assured for making necessary arrangement in the system
to monitor the gaps to make the system reliable and secured.

e. Inadequate validation checks

The user ID and password are issued by the Project Management Unit (PMU) of the
NIC to the user Department whereas the bidders register themselves on website
(https://hptenders.gov.in) by inserting their e-mail ID (login ID), password of their
choice and other credentials against which the user ID is generated. After registering
login ID, users have to map the DSC in the application software. During verification of
the data, it was noticed that:

e In 116 out of 554 cases of the gep_tenderer table, duplicate email ID addresses
were registered due to lack of validation of email ID at the time of registration of
the bidders.

e Though the mobile numbers were captured in the system, the same were not
verified at the time of registration by sending one time password (OTP) on the
registered mobile number as incorrect mobile/ telephone numbers (32 cases) and
same mobile numbers were captured (158 cases) more than once by the bidders at
the time of online registration.

e Permanent Account Number (PAN) is a unique data entered by the bidder at the
time of enrollment. In 152 (out of 554 cases) cases, PAN number appeared more
than once against the same name with different user ID. Further, the sample PAN
number (AESTG2458A) shown in the ‘Enrolment of Corporate/ Bidder Form’
was entered by six bidders which shows that validation check for the PAN number
was not provided in the registration form.

e In seven (out of 554) cases, bidders age less than 18 years was captured, which
indicated lack of input validation on date of birth. In six cases, the date of birth
was shown as 0000, despite the fact that date of birth field is mandatory in
Corporate/ Bidder enrolment form which shows that the validation check was not
effective and had resulted in invalid entries.

e Though there was provision in the system for sending the alert through sms/
e-mails to the registered bidders at the time of publishing the tenders but the
bidders were not intimated through the available system as there was no
mechanism to verify the correctness of mobile/ telephone numbers. In 32 cases
invalid mobile/ telephone number were entered by the bidders while registering
themselves and uploading the tenders. In the absence of above provision, the
possibility of non-participation of registered bidders could not be ruled out.

Validation of registration of Government users was also not done and it was
noticed that:
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e In 215 out of 823 cases, same mobile numbers were captured against more than
one Government official (registered user). In 62 cases, dummy mobile numbers’
were captured against the registered users and 34 serial numbers of user ID were
missing in two gaps.

e In 81 out of 823 cases, same e-mail ID was captured more than once against
different Government users. In 11 out of 81 cases, incorrect names'® were
captured in the first name column of the table.

The Principal Secretary (IT) accepted that there is no validation of credentials in the
system and the application software should be dynamic and designed to authenticate
the identity of bidders and further suggested that user ID should be linked with Aadhar
numbers for making it reliable and authentic.

Thus, due to non-providing of validation checks in the application software there was
incorrect registration of bidders. The possibility of participation of fake bidders in the
bids could not be ruled out. Further, the objective of providing transparency in the
procedure could not be ensured.

2.4.6.3 Participation of multiple bidders in a particular work from same
machine/ IP address

(a) One of the main objectives of the e-Procurement was to provide transparency
and competitiveness in tendering process.

Analysis of the data of tenders processed through the NIC e-Procurement software

revealed that:

e  For 3,896 work items, two to 14 bidders had submitted the bids from the same IP
address in 24 organisations for a particular work.

e In 2,339 work items of seven'! selected organisations, same IP address was used
for submission of bids by the bidders and in these cases, three to 14 bidders had
submitted the bids from the same IP address for a particular work.

e The DIT which is a nodal Department for implementation of e-Procurement had
floated only a single tender in December 2016 in which six bidders had
participated out of which four bidders had submitted the bid from the same
machine having common IP address.

e The Executive Engineer HPPWD, Una had called (November 2014) a tender for
construction of Model Rural Health Research unit at Haroli vide work item ID
number 6816, for which three bidders had participated. Of these, two bids were
submitted from same machine having same IP address by using different user
ID which had the same alternate e-mail ID. This indicated that the same bidder
had participated in the bid through different DSC and e-mail ID. The third bidder
had not submitted the earnest money deposit (EMD) and could not fulfill the
basic criteria.

9 Mobile number 123456789 and 999999999.

DM: four, First Name: two, Test: one and Deptuser: four times.

1 PWD: 1,927, ID: 262, HPSCSCL: 100, HPSIDCL: 26, HPTDCL: 22, HPSEDCL: one and
DIT: one.
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The submission of bids from the same machine/ IP address in addition to inadequate
validation checks in the registration of users, points to the possibility of submission of
multiple bids by the same user. The Principal Secretary during exit conference
accepted the fact of cartelization amongst bidders and stated that multiple bidding from
same machine/ IP address should have been prevented by the system and further stated
that there has been no improvement in the competitiveness and same bidders are
participating and getting the contracts even after implementation of e-Procurement.
The reply of the Principal Secretary confirmed the existence of risk of multiple bidding
by the same user.

(b) The Himachal Pradesh State Industrial Development Corporation Limited
(HPSIDCL) switched over to the software developed by a private firm
in April 2015 due to non-provision of e-payment and e-auction modules in
the NIC e-Procurement software. Analysis of the data of tenders
processed through the e-Procurement application software of the private
vendor revealed that:

e HPSIDCL had floated 347 tenders'? valuing ¥ 268.04 crore during 2015-17. In
57 tenders, two to five bids were submitted from the same IP address for a
particular work. Of these, in 14 tenders, all the bids were submitted by
participating bidders from the same IP address.

e 1In five works!?, one to three bids in each tender was submitted from machine of
the HPSIDCL having same IP address which was used for creation/ processing of
tenders. Out of the five tenders, in one work "construction of plant health clinic
building at Ghumarwin, Bilaspur" having event ID 22983, all the three bidders had
submitted their bids from the same machine of the HPSIDCL.

e In the application software provided by the private vendor, the rights for
processing the tenders were exercised by the deputed staff of the private vendor
and all the tendering process was done by him. In the event of his absence, the
rights were assigned to the officials of the HPSIDCL having Digital Signature
Certificates through the system. Audit noticed that in 81 cases, the bids were
submitted from the same machines having two similar IP address from where the
rights were also assigned by the deputed staff to the official of the HPSIDCL for
creation and opening of tender which shows that the bids were submitted by the
deputed staff of the vendor and the manipulation in tendering process could not
be ruled out.

The submission of bids for a particular work from same machine/ IP address in
HPSIDCL, which was used for processing the tenders indicates that transparency and
competitiveness in tendering process could not be ensured.

The organisations stated (June 2017) that there is no such mechanism to restrict the
bidders for submission of bids from same IP address and further stated the deputed
staff of e-Procurement technologies limited was involved in creating cartel/ pooling
with bidders by submitting bids from the same machine/ IP address of the HPSIDCL.

12 2015-16: 198 tenders valuing ¥ 98.15 crore and 2016-17: 149 tenders valuing ¥ 169.89 crore.
13 event ID # 24239, 22985, 22984, 22983 and 22981.
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The reply confirms the audit observation. The Principal Secretary (IT) stated that the
matter will be taken up with the HPSIDCL.

2.4.6.4 Time taken in processing of tenders and non-capturing of date of award
of tender in application software

One of the objectives of implementation of e-Procurement was to ensure reduction in
time cycle in processing of tenders. Rule 110 of HPFR, 2009 provides that to ensure
efficiency, economy and accountability in procurement system appropriate time frame
for each stages of procurement shall be specified by the respective departments for
avoiding delay. Further, the Core Committee was to revise the tendering rules for
e-Procurement accordingly. Audit noticed that the Core Committee had not revised the
tendering rules for reducing the processing time in finalisation of tenders.

The details of the award of contract was not captured in 97 per cent (13,974 out of
14,431) of the work items due to which the actual time taken for processing the tenders
could not be verified by audit. Out of the remaining 627 items of work, in 188 work
items, time taken in processing the tenders from the closing date to award ranged from
122 to 554 days during 2011-17 indicating that the e-Procurement system did not result
in reduction of processing time.

The Director, Industries stated (July 2017) that the matter would be taken up with the
DIT for making provision of capturing related data in the application software. In the
exit conference, the Principal Secretary (IT) assured to take remedial actions.

2.4.6.5 Non-supply of Software Design Document, Functional Requirement
Specifications Document, Back up policy and Disaster Recovery Plan

For analysis of e-Procurement data in audit, documents such as Software Design

Document (SDD), Functional Requirement Specifications Document (FRSD), Back-up

policy and Disaster Recovery Plan is essential to ascertain the availability of all tables,

their location and utility in the application.

The Director IT was requested (March 2017 and June 2017) to supply the Software
Design Document (SDD), Functional Requirement Specifications Document (FRSD),
Data Flow Diagram (DFD), Back-up policy, Disaster Recovery Plan and data
pertaining to the e-Procurement. These documents were required for understanding and
reviewing the application and data of the e-Procurement. In the absence of
requisitioned documents, audit could not ascertain the availability of data in all tables,
their location, purpose of each table and their utility in the application software due to
which the flow of data could not be analysed effectively.

The NIC intimated (June 2017) that these documents are copyright of the Department
and copy of the same could not be prepared and can be seen in the office of the NIC,
Himachal Pradesh, Shimla. Though the Backup Policy and Disaster Recovery Plan
prepared by the NIC was scrutinised in audit in the office of the NIC but no documents
regarding their execution and implementation were produced to audit.

Due to non-supply of backup policy and Business Continuity plan the adequacy of the
documents as well as the procedure followed to ensure the security of data and
business continuity could not be ensured.
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2.4.7 Implementation issues
2.4.7.1 Non provision of modules

The GoHP while reviewing (October 2011) the progress of e-Procurement decided that
the application software should have the modules such as Vendor Management, Indent
Management, e-Tendering, e-Payment, Contract Management, e-Auction and
Catalogue Management. However, against the said requirement only one module i.e.
e-Tendering was implemented only through GePNIC on https://hptenders.gov.in web
portal. The impact of non-provision of the modules by the NIC is as under:

» Indent Management: The flow of documents during the course of preparing a
tender is handled by the work flow automation module. The process starts from
demand aggregation of goods for procurement, making a plan for works and ends
with the calculation of final probable amount of contract. The objective of using
this module was to reduce the time taken in movement of documents leading to
issue of tender monitor the process to identify clog areas and taking remedial
action. However, due to non-provision of the module the benefits of reduction of
time in processing of documents through monitoring of clog area could not be
achieved.

» Vendor Management: The Vendor Management Module helps in creation of data
relating to probable vendors/ suppliers who fulfill the pre-determined criteria
based on their qualification, infrastructural capabilities, past performance, etc. The
main objective of e-Procurement was to promote competition by fostering
participation of qualified supplier and contractors. However, in 2,556 and 3,492
out of 15,061 work items, one and two bidders only participated in the tendering
process. The bidders are required to register themselves before participating in any
tendering activity. Audit noticed that 7,330 out of 10,725 registered bidders had
participated in the tendering process. However, 2,302 bidders (31 per cent) had
participated only once and 1,141 bidders (16 per cent) had participated only twice
and remaining 3,887 (53 per cent) bidders had participated more than twice,
whereas 3,395 bidders had not participated in any tendering activity. Due to non-
deployment of the module the participation of prospective vendors, to obtain
competitive rates, could not be enhanced.

Further, the credential such as registration, manufacturing capacity, quality control
system, past performance, after sales service and financial background submitted
at the time of registration as bidders have not been captured in the application
software as master data. As a result, the bidders have to submit the documents in
each tender for verification and the organisations had to verify the same each time
resulting in unnecessary delay in processing of tenders as shown in para 2.4.6.4.

» e-Auction: The auction module is a facility that allows suppliers to dynamically
out-bid their competitors within a time-frame specified by a buying agency. The
auction module was to have facilities for both buying (reverse auction) and selling
(forward auction) of goods, works and services. Non-implementation of e-Auction
module affected the prospects of obtaining highest rates for sale of material
through online auction in a transparent manner.
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» Catalogue Management: In the catalogue management module, the information
about rate contracts negotiated by the Government is hosted in an online
environment. End users in the Government use the negotiated rate contracts and
directly place orders for goods and services with the supplier community. Due to
non-deployment of the module, the benefit of rate contracts negotiated by
Government could not be derived to save the cost and time involved in processing
of fresh bids.

» e-Payment: The e-Payment functionality facilitates online transfer of funds both
inflows and outflows happening during the course of public procurement activity
covering transactions such as sale of tender documents, online transfer of earnest
money deposit (EMD), making payments to suppliers/ contractors for purchase of
goods and completion of works. Analysis of the data of e-Procurement revealed
that fee and other charges were deposited by the bidders/ suppliers offline by
visiting the respective tendering office. Due to non-provision of e-payment
gateway the access to unhindered secured facility for e-Payment of tender fee,
EMD at the comfort and ease of bidding from any place could not be provided to
the bidder. Further the visit of the bidder for submission of tender fee and EMD
manually, affected the transparency as the collusion to vitiate the tendering
process could not be ruled out.

» Contract Management: This module covers the processes involved in between
issuance of work order and completion of the work with an objective of
maintaining an overview of the works in progress and monitor and measure
performance of the contractor. The module has features for processing of bills
associated with the work already completed, approval of bills and making
payment to the supplier by transferring funds from the Government's bank account
to that of the suppliers account. Due to non-deployment of the module, the
progress of work and monitoring of performance of contactors and online payment
of bills to the contractor in a time bound and transparent manner could not be
ensured.

Thus, non-provisioning of six modules i.e Indent Management, Vendor Management,
e-Auction, Catalogue Management, e-Payment and Contract Management affected the
efficiency and effectiveness of tendering process as intended objectives to bring
economy, transparency and reduction of time in tender cycle could only be achieved in
a limited manner.

The Principal Secretary (IT) while accepting the shortcomings stated that in the initial
phase of the project only e-Tendering module was made functional and assured for
implementation of rest of the modules in all the implementing organizations.

2.4.7.2 Partial implementation of e-Tendering module

The e-Tendering module was designed to have following features:
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e-Tendering sub module

Tender Tender Bid Bid Opening
Creation Publication Submission
Award of Negotiation
Contract

The department users, having creator roles, by logging in the tenders portal create the
tender online, using Digital Signature Certificates (DSCs) and authorised credentials,
then the authorised department users having publisher roles verifies the created tender
and then publishes it online. The bidder/ contractor by using their DSCs, submit the
bid online and upload all the required documents before the time period pre-defined in
the notice inviting tenders. On the bid opening date, the department users having bid
opening roles, opens/ decrypts the bids with their DSCs. The bid opening comprises of
four stages i.e. Technical Bid Opening, Technical Evaluation, Financial Bid Opening
and Financial Evaluation. Once the comparative chart is generated and L1, L2, L3...
are identified, the L1 is then called upon for negotiation or sample checking. The last
stage of e-Tendering was award of contract where the department user uploads the
award of contract mentioning the final rate which is finalised with the selected bidder.

Audit observed that of the above critical functions i.e. online bid opening, negotiation
and award of contract, were done manually by the user organisations which affected
the transparency of the tendering process.

The Principal Secretary (IT) stated that requisite corrective action based on audit
findings will be taken.

2.4.7.3 Non-framing of Act/ Rules for implementing e-Procurement Project

The State Government had not framed any Act/ Rules for implementing the
e-Procurement in the State. In the absence of Act/ Rules the organisations are not
bound to implement e-Procurement. Implications of non-framing of Act/ Rules to
regulate the e-Procurement are as under:

e 64 out of 90 organisations had not implemented e-Procurement even after lapse of
six years.

e HPSIDCL had opted out of the e-Procurement portal (provided free of cost) of the
State Government after using it for four years from 2012-13 to 2014-15 and had
switched over (April 2015) to the software developed by a private firm. Avoidable
expenditure of ¥ 21.90 lakh!# was incurred by the HPSIDCL though the facilities

One time payment of I 11.50 lakh and recurring expenditure of ¥ 10.40 lakh at a rate of
% 0.40 lakh per month for 26 months from May 2015 to June 2017.
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such as e-Auction, required to be provided by the private firm along with
e-Tendering and e-Payment module, were not provided.

e The threshold limit of ¥ 10 lakh fixed by State Government for e-Tendering was
not adhered to in 78 cases by four!> out of seven sampled organisations as the
tenders above ¥ 10 lakh were floated manually.

e The DIT which is the nodal Department had also floated six tenders manually
above the threshold limit of ¥ 10 lakh during 2011-17.

The DIT in its reply stated that no Act/ Rules were framed for e-Procurement and
organisations are governed by Himachal Pradesh Financial Rules for procurement of
goods, works and services. The reply is not acceptable as no provision for
e-Procurement had been made in the HPFR, 2009 and the Act/ Rules should have been
framed for effective implementation of the e-Procurement.

2.4.8 Operational issues
2.4.8.1 Implementation of e-Procurement without executing Service Level
Agreement

A service level agreement (SLA) is a contract between a service provider and the end
user that defines the level of service expected from the service provider. Consequent
upon acceptance of project proposals submitted by NIC, the State Government
implemented the GePNIC without executing the SLA for monitoring of delivery of
services. Due to non-execution of the SLA it was noticed in audit that:

e The e-Procurement project was conceived for a period of five years (2011-16).
NIC and DIT were responsible for formulation of roll out plan after the
completion of pilot project phase. Though the period of implementation had
elapsed in 2015-16, the roll out plan was not prepared and e-Procurement was
implemented only in 26 out of 90 organisations as the deliverables were not
defined in absence of SLA.

e The user requirement specification, software design document, functional
requirement specification document, back up policy, disaster recovery plan were
not provided by NIC to State Government due to which neither the monitoring of
the e-Procurement was done nor security of the data in system and business
continuity in the event of disruption could be ensured.

e The DIT was neither provided any independent tool by the NIC to record and
monitor the downtime of the server nor did any service quality parameters were
defined to ensure availability of the site for tendering activity.

e The PMU formulated by the NIC was to provide necessary training to the
organisations and bidders, and manpower support for effective implementation of
e-Procurement. The PMU was discontinued during the period from 01 April 2016
to 31 August 2016 due to which no new organisation could be added under
e-Procurement and no training was imparted during above period for which no
action was taken against the NIC for the lapse.

15 DIT: six, HPSEDCL.: five, HPTDCL: 32 and Public Works Department: 35.
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e As per project proposal submitted (August 2010) by NIC, the application software
was to be customised as per the requirements of State Government for which
domain expert and change management group was to be formed by DIT in
consultation with the organisations. Audit noticed that neither the domain expert
and change management group was formed nor the customisation of the
application software was done in absence of any SLA.

e The Change Management policy was not formulated. Further, for making
necessary changes in the application software, no authority had been authorised by
the State Government. Analysis of the data revealed that changes were made in the
application software of e-Procurement on 10 occasions during 2011-17 by the NIC
as the nodal department (DIT) had no access on the application software and
database. However, nodal department had not maintained any record of
the changes made in the application software which may create maintenance
issues in future.

¢ The milestones to be achieved by NIC for implementation and maintenance phase
were not linked to the payments. Audit noticed that the DIT released the
entire implementation cost of ¥ 1.99 crore to National Informatics Centre Services
Incorporated (NICSI), during October-November 2010. However, funds of
20.61 crore remained unspent with the NICSI up to June 2014 due to partial
implementation of the e-Procurement software as only seven out of 90
organisations were covered during implementation phase. Injudicious release of
funds in advance had not only resulted in blocking of ¥ 0.61 crore but also resulted
in loss of interest of ¥ 0.17 crore!® on unutilised funds kept out of Government
account from November 2010 to June 2014.

¢ Due to non-availability of downtime logs of the server of the NIC no report
confirming the downtime logs were produced to audit.

The Department stated (April 2017) that no agreement was executed as NIC was also
implementing other IT projects in the State. The reply is not acceptable as the roles and
responsibilities, timelines and deliverables must have been clarified by executing the
SLA between both the parties for smooth implementation of e-Procurement. However,
due to non-execution of SLA by the DIT, the level of services expected from the NIC/
internet services provider could not be achieved and the e-Procurement could not be
implemented effectively. Moreover penalties for under or non-performance, if any,
could not be levied in the absence of defined service level parameters.

The Principal Secretary (IT) accepted the facts and assured that the matter will be
taken up with all the Administrative Departments of the State Government and
necessary orders will be issued for effective implementation of e-Procurement. It was
also apprised that matter will be taken up with HPSIDCL and action will be taken
accordingly and further stated that matter will be taken up with the Cabinet for making
necessary budgetary provision for effective implementation and action will be taken
with regard to SLA.

16 Calculated at the rate of 7.86 per cent for 43 months being average borrowing rate of the State

Government for the year 2010-15.
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2.4.8.2 Password policy management

Though requisitioned in Audit, the password policy formulated, if any, was not
supplied by the DIT. The Gol had issued password policy which inter alia provides
that all user level password shall be changed periodically (at least once every three
months) and the user shall not be able to re-use previous password. Further, the Central
Vigilance Commission (CVC) guidelines provides that the sensitive data should be
encrypted or hashed in the database and file system. Analysis of data revealed that:

e For recovery of login ID, a provision of hint question was designed in the
application software but the answer to the hint question was not encrypted due to
which a person having access to the database can view the hint answer which can
be mis-utilised and poses a threat to the security of the data.

e The password was changed by 3,151 users ranging between two to 51 times
during 2011-17. As the hint question was not encrypted, the change of password
and credential by the unauthorised persons and the breach of security of the user’s
data cannot be ruled out. The password was not changed even once by 9,277 users
from date of enrollment.

There was nothing on record to suggest that password policy formulated, if any, by the
DIT, was shared with the users resultantly they were not complying with any password
policy. Further the lack of implementation of any password policy as well as lack of
encryption of user data at database level, made system vulnerable to breach of security.

The Principal Secretary (IT) admitted the facts and assured to look into the matter.

2.4.8.3 Non-segregation of duties for e-Procurement system

The State Government had given duties and financial power to the officers working in
implementing organisations. As per system design and work flow, each and every
official had different access roles such as super admin, system admin, application
admin, nodal officer, procurement officer admin, procurement officer publisher,
procurement officer opener, procurement officer evaluator, admin reports, etc., and
these roles were to be performed through login ID and DSC of the concerned officers.
Audit noticed that:

¢ The nodal department had not issued any notification regarding assigning of roles
for implementation of e-Procurement. The role of super admin, system admin and
application admin was performed by the NIC which is the vendor agency for
providing of e-Procurement application software and the nodal department had
neither used above mentioned roles nor has access on the data of the
e-Procurement.

¢ The nodal officer was designated by the implementing organisation and created by
the NIC who can further assign the role of procurement officer admin,
procurement officer publisher, procurement officer opener and procurement
officer evaluator. In six!’ organisations, the nodal officer had further created nodal

17 Industries Department, HP State Forest Development Corporation Limited, Irrigation and Public

Health, HP Agriculture Development Society, HP Bus Stand Management and Development
Authority and Department of Information Technology.
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officer for the same organisation which indicated that multiple nodal officers can
be created by the user organisation and there was no provision of validation check
in application software.

e Specific duties for creating tender, uploading of tender, release of tender, issuing
of corrigendum, closing and opening of bids were not specified, and multiple roles
were assigned to the DSC holders. In 788 out of 812 Government users, the role of
nodal officer, office admin, office opener, office evaluator and office publisher
were performed by the same person with same login ID.

e The HPSIDCL had not assigned any roles and duties to its staff and the
e-tendering activities!® were performed by the deputed staff of the private
company through DSC of the staff of the HPSIDCL.

Thus, duties and powers had not been performed by the officials as per system design,
and the work was handled by one or two individuals performing the different roles
exposing a sensitive system to lack of accountability.

HPSIDCL stated that no instructions/ guidelines have been issued and two officials of
the corporation have been involved in all the activities from creation to opening of bids
and their DSC is being used by the designated employee of the private agency.

The Principal Secretary (IT) assured to take up the matter with the NIC for
incorporation of requisite checks to ensure segregation of duties at different levels.

2.4.9 Other issues

2.4.9.1 Negotiation with the bidders without justification

The Central Vigilance Commission (CVC) guidelines (October 2005) provides that
there should not be any negotiation. Negotiation if at all, shall be an exception and
only in the case of proprietary items or in the case of items with limited source of
supply, and negotiations can be recommended in exceptional circumstances only after
due application of mind and recording valid and logical reasons justifying negotiations.

Audit noticed that in six! out of seven selected organisations, the negotiations were
held with the lowest bidders in 115 cases out of 240 test-checked tenders without any
logical reasons recorded by these organisations in contravention of the CVC
guidelines. Due to negotiation held with the bidders without quoting any justified
reasons, the possibility of sub-standards work/ supply could not be ruled out and
violation of guidelines may result in unethical action on the part of user departments.

The Director IT stated (May 2017) that the negotiations were held with the L-1 bidder
over the terms and conditions to make them more stringent. The Director, Industries
stated (June 2017) that the negotiation is done to reduce the quoted rates. The reply is
not acceptable as the negotiation is contrary to the provisions of CVC guidelines and in
the above said cases the reasons for holding negotiations were not recorded.

Creation of tender, publishing of tender, issue of corrigendum, opening of eligibility bid, opening
of technical bid and opening of financial bids.

19 DIT: one; PWD: four; HPSEDCL: seven; HPSIDCL: nine; HPTDCL: 21 and Industries
Department: 73.
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The Principal Secretary (IT) accepted the facts and assured to look into the matter and
to take appropriate action.

2.4.9.2 Absence of internal control due to non-maintenance of registers relating
to e-tendering

For adequate internal control in floating of tenders, the organisations have to maintain
tender register. The format of tender register form is prescribed in the Quality
Management System Forms and Format Manual of HPPWD. The DIT being nodal
department for implementation of e-Procurement in the State was required to maintain
the data pertaining to the tendering being held in each organisation for accessing
the feasibility of implementation of e-Procurement in all the organisations of the
State Government.

Audit noticed that DIT had not maintained any data regarding the total number of
tenders floated in each organisation. Further in five?® out of seven selected
organisations, the tender registers were not maintained. The register for tenders floated
at E-in-C level was though maintained, the same was neither maintained in proper
form nor were all the tenders entered in the register due to which the actual tenders
floated could not be verified in audit.

The Director, IT admitted (May 2017) that the consolidated data in respect of total
number of tenders floated had not been maintained. Further, the HPSEDC Limited and
Industries Department stated (May-June 2017) that the tender register had not been
maintained and the same were processed through concerned files.

The Principal Secretary (IT) admitted the fact and stated that the matter will be taken
up with the concerned implementing organisations.

2.4.9.3 Management of Earnest Money Deposit

As per rule 106 of HPFR, 2009, the bidder had to submit the earnest money deposit
(EMD) alongwith each bid submitted by him. The earnest money of the unsuccessful
bidders shall be refunded at the earliest after the expiry of the validity period and the
EMD of the successful bidders shall remain in the custody of the procuring department
till further period depending upon the nature of contract.

Audit noticed that the consolidated records in support of the EMD/ tender fee and total
number of tenders floated was not maintained in five?' out of seven selected
organisations due to which the total amount of EMD and tender fees received,
refunded and retained could not be verified in audit.

However, analysis of data revealed that an amount of ¥ 19,297.19 crore was received
against 14,337 work items from 50,506 bidders in 26 organisations. The amount of
EMD was captured in the database but the bank drafts in support of the EMD were
received manually in the concerned offices. Though there was a provision to capture
the details of refund of EMD in the system, the amount was not entered in the said
column. Due to non-feeding of data in the application software, the actual amount

20 DIT, HPSIDCL, HPSEDCL, HPSCSCL and Industries Department.
21 DIT, HPSCSCL, HPSEDCL, HPSIDCL and Industries Department.
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retained and refunded by all the implementing organisations could not be verified. The
objectives of transparency and ease-of-use to the bidders could not be achieved
because of non-availability of e-Payment services for tender fees and EMD.

The DIT stated (May 2017) that matter for implementation of e-Payment gateway was
raised with the NIC and the same was pending due to issue of service charges. The
reply is not acceptable as the e-Payment gateway should have been provided in time.
Regarding non-maintenance of records the HPSEDCL and Industries Department
stated that the EMD register will be maintained in future and no reply was furnished by
the DIT, HPSCSCL and HPSIDCL.

The Principal Secretary (IT) also accepted the fact and assured to take up the matter
with NIC to make provision in the application software for management of EMD by
implementing the e-Payment module in the near future.

2.4.9.4 Splitting up of work leading to circumvention of e-tendering

To complete the work in all respect and in timely manner it should be awarded as per
the approved estimated cost and to a single person. The work should not be split up to
avoid the prescribed threshold limit of ¥ 10.00 lakh for e-tendering.

Audit noticed that the works were split up into two or more parts by keeping the value
of work item in a single work less than the threshold limit of ¥ 10.00 lakh by HPSIDC
Limited to avoid e-tendering and the following points had emerged:

e Special repair and maintenance of toilet of Udyog Bhawan, Shimla was approved
(December 2015) for X 16.27 lakh and the tenders were invited by reducing the
estimated cost to I 9.06 lakh. The work items were further split up into ten parts
keeping the amount below I 1.00 lakh. It was further noticed that two to three
same bidders have participated in all the ten work tenders and the works were
awarded to the single contractor in all the ten split up works.

e Special repair and maintenance of Ayurvedic Health Centre at Gondpur Jaichand,
Una district was sanctioned (September 2016) for ¥ 19.26 lakh. The work was
split up into two parts by reducing the estimated cost to ¥ 6.50 lakh and
% 5.88 lakh and both the works were awarded (July and September 2016) to the
same contractor for I 8.10 lakh and ¥ 8.55 lakh against the estimated cost.

The HPSIDCL stated that works were split up due to urgency of works. The fact,
however, remains that the works were split up to circumvent e-tendering and defeating
the objectives of transparency and competitiveness in tendering procedures.

The Principal Secretary (IT) admitted the fact and assured that the matter will be taken
up with HPSIDCL.

2.4.9.5 Non-publishing of corrigendum

HPFRs provide for publishing of tenders in the official gazette and print media. The
CVC guidelines provides that any change in the tender terms and conditions,
specifications and tender opening date be notified to all the bidders sufficiently in
advance of the revised tender opening date.
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Audit noticed that in five?> out of seven selected organisations, 216 corrigenda were
issued but the same were not published in the media i.e. official gazette and leading
newspaper.

Thus, non-publishing of corrigendum in the media and non-providing of adequate time
to the bidders was in contravention of the ibid provision of HPFRs and CVC
guidelines, and also depriving of the prospective bidders from participation in
tendering process could also not be ruled out.

The Principal Secretary (IT) accepted the facts and assured to look into the matter and
take appropriate action.

2.4.9.6 Non-availing of benefit of Mission Mode Project

For implementation of e-Procurement project in Mission Mode Project (MMP), GOI
proposed (December 2009) for integration of e-Procurement process with the
centralised server of Director General of Supply and Disposal (DGS&D). Software
already developed by NIC and hardware/ technical support of DGS&D was offered for
implementation of e-Procurement in the State. For this purpose, financial incentives
were available from GOI if requirement of funds alongwith rollout activities were
submitted to GOI within 45 days from the date of proposal.

Audit noticed that the State instead of submitting the proposal to GOI, obtained
(March-June 2010) proposals from three Government undertakings for implementation
of the project. The proposals could not be implemented mainly due to non-
confirmation of Application Service Provider and non-receipt of commercial offer
from the undertakings. The NIC was requested for implementation of e-Procurement
project in August 2010. An amount of Y 1.99 crore was paid (October-
November 2010) to National Informatics Centre Services Incorporated (NICSI) for
setting up of Project Management Unit (PMU) and providing technical support to the
implementing organisations. Audit observed that the expenditure of ¥ 1.99 crore®
incurred by the DIT for setting up of PMU and providing technical support could have
been saved had the State accepted the proposal of the GOI for integration of
e-Procurement process with that of DGS&D.

The Director IT stated (May 2017) that proposal could not be submitted to GOI in the
first instance as the matter was taken up for seeking clarification (February 2010) on
terms and conditions for usage of DGS&D data centre to host e-Government
Procurement application. The reply is not acceptable as financial incentives for all
back end facilities and technical support were to be provided by the GOI by integrating
their e-Procurement process through the DGS&D system which was to be
implemented by the NIC.

22 HPTDCL: eight; HPSEDCL: four; HPSCSCL: eight; HPSIDCL: 195 and Industries
Department: one.
23 October 2010: T 1.98 crore and November 2010: T 0.01 crore.
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2.4.9.7 Shortfall in holding of meetings and non-formulation of policy decisions

The Core Committee was constituted (September 2011) for implementation of the
e-Procurement which was to guide the smooth role out of GePNIC by taking swift
decisions and following up implementation plan at each stage. Further all policy
related decisions such as revision of tendering rules, issue of executive instructions,
vetting of standard bidding document, drafting and signing of Memorandum of
Understanding (MoU) with banks were to be taken by the Core Committee and meet
once every month during initial six months of implementation.

Audit observed that against required six meetings at the initial stage of
implementation, only two meetings were held resulting in shortfall of four meetings
(67 per cent). Though there was no mention about the periodicity of holding meetings
after initial period of six months, only one meeting was held between February 2012
and March 2017. In these three meetings, the matter regarding fixing of threshold
limits, providing training to user organisations and bidders help desk, inclusion of all
the e-Procurement modules, registration of bidders and sending sms/ e-mail alert of
published tenders and inclusion of left out Government organisations were discussed.
No decisions thereon, except implementing the threshold limit was achieved. It was
noticed in audit that for effective implementation of e-Procurement the policy related
decisions such as revision of tendering rules, issue of executive instructions, vetting of
standard bidding document, drafting and signing of MoU with banks, etc., could not be
taken. Due to non-convening of the required meetings e-Procurement was not
effectively implemented in Government organisations. As a result, objectives of
e-Procurement could be achieved in a limited manner.

The Principal Secretary (IT) accepted the fact and asserted that issue of proper
planning and mandate to implement e-Procurement will be taken up in the Core
Committee.

2.4.9.8 Shortfall in providing training to the bidders

Paragraph 6.1 of the project proposal provides for necessary training and support in
e-Procurement system to the concerned State departments and bidders. Though
necessary training was provided to officials of the implementing organisations, said
training was only provided to 259 (two per cent) out of 11,911 registered bidders
during 2011-17, thus, depriving the prospective bidders the necessary capacity
building in e-Procurement.

The Principal Secretary (IT) accepted the fact and assured for compliance of the audit
observation.

2.4.10 Conclusion

E-procurement project was not conceived and implemented in the State of Himachal
Pradesh properly. The main deficiencies noticed in audit were:

¢  Only one out of seven modules on e-tendering was implemented in 26 out of 90
organisations for tenders above X 10lakh. Even in this module the crucial
activities of on-line opening of bids, negotiations and award of contracts was
being done manually.
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Business rules were not completely mapped in the application software in
critical areas like advancing the tender submission time and non- publication
of corrigendum.

It did not promote transparent bidding as instances of multiple bids from a single
IP address and formation of cartels could not be contained.

Inadequate mapping of DSCs with user ID made system vulnerable to misuse.

Validation checks were not designed properly which directly affected the integrity
of data in the system.

Because of deficiencies like non-framing of rules for implementation of project,
non-finalisation of SLLAs with NIC, the desired level of service was not ensured
and no remedial action could be taken.

Non-segregation of critical functions may lead to absence of controls,
irregularities and affect data integrity.

Due to seriousness of the deficiencies noticed it is apparent that the key objective of
transparency in the bidding process, increased competition and reduction in cost of
procurement could not be achieved.

2.4.11 Recommendations

In the light of the audit findings, the State Government may consider that:

System design deficiencies should be set right by full mapping of business rules
and embedding of validation checks into the system to make it reliable.

In order to reap the benefit of synergy, all the modules may be fully deployed to
bring out transparency, economy and effectiveness in public procurement.

Act/ rules, service level agreement and rollout plan should be prepared/ executed
for effective implementation of e-Procurement in all the organisations of the
State Government.

The required level of services expected from the service provider may be defined
and mechanism to monitor delivery of quality services should be evolved through
Service Level Agreement.

Access controls, password policy and segregation of duties for execution of
assigned roles should be strengthened to enhance the reliability and utility of the
e-Procurement system.

Training programmes should be conducted for prospective users/ bidders to
enhance vendor participation for obtaining competitive rates.

The audit findings were referred to the Government in August 2017. Reply had not
been received (November 2017).
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CHAPTER-III
COMPLIANCE AUDIT

Agriculture Department

3.1 Idle investment on purchase of mobile soil testing laboratories

Lack of planning in procurement of Mobile Soil Testing Laboratories by not
ensuring the operational staff for the laboratories resulted in their non-
utilisation which rendered the investment of T 2.02 crore as idle.

With the objective of providing soil testing facility at farmer’s doorsteps and issuing
them soil health cards, three Mobile Soil Testing Laboratories (MSTLs) were procured
by the Department of Agriculture for ¥ 2.02 crore from Electronics Corporation of
India Limited, Hyderabad (firm) in March 2016 for three districts Mandi, Shimla and
Solan under the Scheme ‘National Mission on Sustainable Agriculture'. These units
were to be provided with necessary equipment and instruments by the firm and the
Department was to implement the scheme with the existing staff.

Scrutiny of records revealed that the firm supplied three MSTLs in March 2016
without equipping them with necessary equipment/ instruments. The fabrication work
was completed in August 2016 which delayed utilisation of MSTLs by five months.
Action could not be taken against the firm as no penal provision for delay was
provided in the supply order. It was further noticed that the three MSTLs were not
made fully functional till May 2017 due to non-providing of dedicated driver and
technical staff ! for these MSTLs by the Department. As a result, against the combined
targets of 4,500 soil samples fixed for testing during 2016-17, only 66 samples
(one per cent) were tested in the mobile testing labs by deploying existing staff of the
Department. Evidently, the objective of establishment of mobile soil testing
laboratories in the State remained basically unachieved and desired benefits of these
units to farmers remained largely unfulfilled.

The Department stated (May 2017) that due to rush of work of soil health cards
scheme in the departmental soil testing labs, its staff could not be deployed to the
MSTLs. It was further stated that there is acute shortage of staff in the cadre of
Agriculture Development Officers, Agriculture Extension Officers and drivers in the
Department. The reply of the Department is not acceptable as it had the responsibility
to implement the scheme with the existing staff and position of staff and drivers was
known to Department beforehand and Department should have procured the MSTLs
after proper planning.

Thus, lack of planning in procurement of mobile soil testing laboratories by not
ensuring the operational staff for these laboratories resulted in their non-utilisation
which rendered the investment of I 2.02 crore as idle.

The audit findings were referred to the Government in May 2017. Reply had not been
received (November 2017).

Agriculture Development Officer (ADO): one, Agriculture Extension Officer (AEO): one and
Lab Assistant (LA): one.
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3.2  Loss in sale of organic/ orthodox black tea

Selection of a firm without competitive bidding and failure of Chaudhary Sarwan
Kumar Himachal Pradesh Krishi Vishvavidyalaya to incorporate clause of
performance bank guarantee in the memorandum of understanding (MOU) or
invoke the MOU provision for liability for damages on breach of terms and
conditions of the MOU resulted in loss of ¥ 75.62 lakh in supply of organic/
orthodox tea.

Financial Rules? provide that contract should be awarded by following the standard
method of obtaining bids and that performance security for an amount between five to
10 per cent of the value of contract shall be obtained from the successful bidder on the
award of the contract to safeguard the interest of procuring Department.

In order to standardise the processing technology for manufacture of organic green and
orthodox black tea and to transfer the technology to co-operative tea factories and
private tea growers, the Chaudhary Sarwan Kumar Himachal Pradesh Krishi
Vishavavidyalya (CSKHPKYV), Palampur set up a tea processing unit at a cost of
% 57.18 lakh in April 2008. The certified organic/ orthodox tea produced and processed
by CSKHPKYV is marked under the brand name "Dhauladhar Tea" with different
grades and shelf life of two to three years.

For selling its organic/ orthodox tea, the Department of Tea Husbandry and Agro
Forestry, CSKHPKYV signed (April 2011) a Memorandum of Understanding (MOU)
with a firm without following the prescribed open competitive bidding process due to
lack of response shown by the distributors for purchase of tea sought through
advertisements in newspapers. Clause 4 of the MOU provided that the CSKHPKV
would supply its entire production to the firm during a period of five years from date
of signing the MOU as per rates approved by the CSKHPKV and the CSKHPKV
would not sell its product in the open market. MOU (Clause 13) further provided that
both the parties shall abide by the terms and conditions of MOU and any breach of the
same by either party shall render the other liable for damages.

Scrutiny of records of the Comptroller, CSKHPKYV showed that despite requests made
by the CSKHPKV from time and again, the firm lifted only 4,565 kgs of organic/
orthodox tea out of 24,855.50 kgs produced upto May 2012 and thereafter stopped
lifting the tea. Further, the firm filed a suit in the Civil Court in June 2012 restraining
CSKHPKYV to make the supply of tea to any other firm or sale in the open market/
other outlet as per terms of MOU for the period of five years but withdrew the case in
May 2014 without assigning any reason. Though the Civil Court had allowed
(October 2012) the CSKHPKYV to sell the product in the open market, no efforts were
made by the CSKHPKYV to sell the tea in the market till May 2015. In the meantime,
due to non-lifting of tea by the firm, the stock relating to 2008-14 got piled up to
30,922 kgs having minimum value of ¥ 86.58 lakh®. As the quality of tea got
deteriorated, out of 30,922 kgs, 19,920 kgs of tea was sold through open auction

2 Rule 101 and 107 of the Himachal Pradesh Financial Rules, 2009 and paragraph 17 of the
Central Vigilance Commission guidelines.
3 Calculated at the minimum rate of ¥ 280 per kg fixed by the Vice Chancellor of CSKHPKYV in

June 2010 for different grades of organic tea.
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during 2015-16 at the rate of ¥ 55 per kg for I 10.96 lakh and the remaining stock of
11,002 kgs was lying unsold as of March 2017 and its shelf life had expired.

Audit observed that neither any performance bank guarantee was obtained as required
in the Financial Rules nor the MOU provision of liability for damages in the case of
breach (of Clause 4) of the terms and conditions of the MOU was invoked against the
firm which led to loss of ¥ 75.62 lakh* to CSKHPKYV in sale of organic/ orthodox tea.

The Comptroller of CSKHPKYV stated (April 2017) that the clause of bank guarantee/
security was not incorporated in the MOU because the firm had agreed to make
payments in advance. The reply is not acceptable as there was no such clause in the
MOU regarding advance receipt of payments and no action for seeking damages was
initiated against the firm.

Selection of firm without competitive bidding and failure of the CSKHPKV to
incorporate clause of performance bank guarantee in the MOU or invoke the provision
regarding liability for damages on breach of the terms and conditions (of clause 4) of
the MOU of lifting of tea produced by the CSKHPKYV resulted in loss of ¥ 75.62 lakh
in supply of organic/ orthodox tea to a firm.

The audit findings were referred to the Government in June 2017. Reply had not been
received (November 2017).

4 Total quantity of old stock of organic tea = 30,922 x minimum ¥ 86,58,160
rate fixed for sale of tea i.e. ¥ 280 / kg
Less amount of quantity auctioned = 19,920 x auction rate of tea 310,95,600
1e.355/kg
Difference 375,62,560
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Agriculture and Horticulture Departments

3.3  Agriculture Crop Insurance Schemes

Coverage of farmers under the crop insurance schemes in the State was quite low.
Under National Agriculture Insurance Scheme, only 1.72 per cent farmers for
Kharif crops and 1.01 to 1.68 per cent for Rabi crops were covered during
2014-16. Under Weather Based Crop Insurance Scheme (WBCIS), only 0.09 to
2.43 per cent farmers for Kharif crops and 9.34 to 13.61 per cent farmers for Rabi
crops were insured during 2014-17. The delay of 14 to 98 days in issue of crops/
areas notifications resulted in less coverage of farmers especially non-loanee
farmers. Instead of gram panchayat or revenue circle being the smallest insurance
unit/ area, Agriculture Department adopted tehsil or block as insurance unit due
to which crop losses were not assessed accurately. Submission of cases to insurance
companies after cut off dates during 2016-17 resulted in non-coverage of
5,405 farmers.

3.3.1 Introduction

Government of India (GOI) has introduced several crop insurance schemes over the
past three decades to insure farming community against various risks like natural
calamities, pests and disease that lead to partial or full failure of crops. The following
three crop insurance schemes remained in operation in the State during 2014-17.

National Agricultural Insurance Scheme

Government of India (GOI) introduced (1999-2000) the ‘National Agricultural
Insurance Scheme (NAIS)' with a view to mitigate financial losses on account of
damage and destruction of agriculture crops by insuring the farming community. The
NAIS was adopted by the State from Rabi’ crop season of 1999-2000.

Weather Based Crop Insurance Scheme

In order to provide insurance protection to the farmers against adverse weather
incidences®, ‘Weather Based Crop Insurance Scheme (WBCIS)’ was introduced by
the GOI in 2007-08 and was adopted in the State from Rabi season 2008-09.

Pradhan Mantri Fasal Bima Yojana

In order to provide better and cheaper insurance service, the GOI introduced (February
2016) ‘Pradhan Mantri Fasal Bima Yojana (PMFBY)’ replacing the NAIS from
Kharif season 2016. The PMFBY provides for insurance cover to all stages of the crop
cycle, including post-harvest risks in specified instances’.

These insurance schemes cover all major crops® in the State.

3.3.2 Audit objectives

Audit objectives of agriculture crop insurance schemes were to see whether:

Rabi season crops are grown during winter and harvested in April and May and include wheat,
barely, mustard, etc.

Deficit and excess rainfall, frost, heat (temperature), relative humidity, storm, hailstorm, etc.
Coverage upto two weeks from harvesting of crops allowed to dry in cut and spread condition
in the field against specific perils of cyclone/ cyclonic rains and unseasonal rains.

Wheat and barley crops of Rabi season and maize, paddy and potato crops of Kharif season
under NAIS/ PMFBY and ginger, tomato and peas of Kharif seasons and tomato, potato,
capsicum and fruit crops (mango, apple, citrus, etc.) of Rabi season under WBCIS.
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() Funds were provided adequately and in timely manner to ensure effective and
economic utilisation,

(i1) Crop insurance schemes were implemented effectively, and

(iii))  Effective control systems were in place to monitor the schemes.

3.3.3 Audit Scope

Audit of agriculture crop insurance schemes’ in the State covering the period 2014-15
to 2016-17 was conducted during April and May 2017 by test-check of records of
Directors of Agriculture and Horticulture, Deputy Directors of Agriculture of Kangra
and Shimla districts, Subject Matter Specialists of Dharamshala, Kangra, Jubbal-
Kotkhai and Theog blocks, Agriculture Insurance Company (AIC), Regional Office,
Chandigarh and five bank branches!°.

3.3.4 Role of various entities for crop insurance schemes
Government of India

Ministry of Agriculture and Farmers’ Welfare is the apex authority responsible for
overall implementation of the crop insurance schemes and release of GOI share of
premium subsidy and financial liability towards insurance claim over and above
100 per cent of premium collected by Agriculture Insurance Company.

State Government

The State Agriculture and Horticultural Departments are the apex authorities
responsible for implementation of the schemes in the State. The Horticulture
Department deals with major fruit crops while the Agriculture Department is
responsible for other crops. At the beginning of each crop season, the State
Government notifies the crops and defined areas to be covered during the season in
accordance with the decision of the State Level Coordination Committee on Crop
Insurance (SLCCCI), headed by the Additional Chief Secretary (Agriculture). The
State Government also provides yield data after carrying out requisite numbers of crop
cutting experiments (CCEs)'! to insurance companies within stipulated dates specified
in the notifications.

Implementing Agencies

As per the operational guidelines of the schemes, implementing agencies including
Agriculture Insurance Company as well as other empanelled private insurance
companies are responsible for providing crop insurance to farmers. The implementing
agencies deal only with nodal points'?. The Agriculture Insurance Company is required
to receive details of insured farmers from the nodal points/ other private insurance
companies and forward the claims for premium subsidy to the GOI and State
Government for release of their shares. On receipt of funds from GOI and State
Government, AIC releases the premium subsidy to the private insurance companies/
nodal points.

o National Agriculture Insurance Scheme for 2014-16, PMFBY for 2016-17 and WBCIS
for 2014-17.
10 State Bank of India: Kotkhai and Theog, Himachal Pradesh State Cooperative Bank: Kotkhai

and Theog and United Commercial Bank: Kotkhai.

Experiments to assess the crop yield in notified/ specified areas.

Points fixed by scheduled commercial banks to deal with insurance company on behalf of its
branches in the district.
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Banks/ financial institutions

Banks and financial institutions'? provide loans to farmers, collect farmers’ share of
insurance premium, prepare consolidated statements on various categories of farmers
and forward the same to the nodal points (nodal branches at district headquarters
designated as nodal points) along with the insurance premium. Disbursing branches
maintain the records of proposal forms and other relevant documents for verification
by district level monitoring committees or representatives of implementing agencies.
The nodal points submit crop-wise/ area-wise monthly crop insurance declaration to
implementing agencies in prescribed formats. Banks receive four per cent of the
premium collected from farmers as service charges.

3.3.5 Financial Management

Under NAIS (applicable upto Rabi seasons 2015-16), 50 per cent subsidy on premium
was admissible to the farmers and the premium subsidy was shared by the GOI and
State Government in the ratio of 10:90.

Under PMFBY, the implementing agencies would charge the actuarial premium rates
and the farmers would pay insurance charges at fixed rate!*. Difference between
actuarial premium rate and the rate of insurance charges being the rate of normal
premium subsidy is to be equally borne by the GOI and State Government.

Under WBCIS, upfront premium subsidy upto 50 per cent of the premium to farmers is
provided by GOI and State Government in the ratio of 50:50.

3.3.5.1

Audit noticed that, Directorates of Agriculture and Horticulture had not maintained the
data of GOI share of premium subsidy released directly to the insurance companies
during 2014-17. The payments of State share of premium subsidies to the insurance
companies were released as per their demands without verification at State level.
Resultantly, the correctness of claims could not be ascertained in audit. The details of
budget allocation of State share and expenditure incurred thereagainst by the
Agriculture and Horticulture Departments under the crop insurance schemes during
2014-17 are depicted below:

Allocation of funds and expenditure

Table-3.3.1: Details of State budget allocation and expenditure incurred thereagainst under crop
insurance schemes during 2014-17
X in crore)

Year Agriculture Department Horticulture Department
Budget | Expenditure Savings Budget Expenditure Savings
2014-15 3.50 1.12 2.38 (68) 6.17 6.17 Nil
2015-16 2.50 2.00 0.50 (20) 10.43 9.22 1.21 (12)
2016-17 3.32 3.03 0.29 (09) 15.00 9.14 5.86 (39)
Total 9.32 6.15 317 31.60 24.53 7.07

Source: Departmental figures.

* Against budget allocations during 2014-17, there were savings ranging between
nine and 68 per cent in the Agriculture Department which were surrendered
indicating that the budget allocations did not match the demands during above
period. Besides, surrender of ¥ 2.38 crore in January 2015 was made without

Scheduled commercial banks, cooperative banks and regional rural banks.
Kharif season: two per cent of sum insured or actuarial rate, whichever is less, Rabi seasons:

1.5 per cent of sum insured or actuarial rate, whichever is less and Annual commercial/ annual

horticulture crops: five per cent of sum insured or actuarial rate, whichever is less.
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ascertaining likely demand of State share of premium subsidy during the remaining
period of 2014-15. Incidentally, the Agriculture Insurance Company raised demand
of State share of premium subsidy of ¥ 1.30 crore in March 2015. To meet this
demand, the Department had to seek additional funds against which the State
Government made a provision of I 1.06 crore only resulting in short allocation of
% 0.24 crore during 2014-15.

¢ In the Horticulture Department there were savings of 12 and 39 per cent during
2015-16 and 2016-17 respectively. However, in spite of availability of funds
during above period, there was delay in release of State share of premium subsidy
to the Agriculture Insurance Company as indicated in the succeeding paragraph.

The Director, Agriculture stated (May 2017) that amount was surrendered before close
of the financial year. The reply should be seen in the light of fact that the surrender
was made without ascertaining the demand of State share of premium subsidy for the
remaining period of 2014-15. Reply from the Horticulture Department was awaited.

3.3.5.2

As per WBCIS guidelines, the State Government is required to release its share of
premium subsidy to insurance companies in the beginning of every crop season based
on fair estimates submitted by them and settle balance of actual premium subsidy for
the season as soon as final figures are submitted by the insurance company. For Rabi
crop season under WBCIS being implemented by the Horticulture Department, the
banks were required to send the list of insured farmers to insurance companies within
15 days from the cut-off date (31 December). After verification, the insurance
companies were to send the lists to the Government for release of premium subsidy
within three months (30 April of the following year) so as to ensure settlement of
claims thereof within 45 days from the cessation of risk period (30 June of the
following year).

Delay in payment of State share of premium subsidy

Audit noticed that under the WBCIS, the Department had not released amount of
premium subsidy to the insurance companies in the beginning of crop seasons during
2014-17. For crop seasons 2014-15 and 2015-16 the insurance companies had
submitted the final bills of premium subsidy of ¥ 18.36 crore to the Department after
delay of 04 to 144 days and the Department had taken more than 68 to 204 days
in releasing of the premium subsidy to the Agriculture Insurance Company as
depicted below:

Table-3.3.2: Details of release of premium subsidy to insurance companies by Horticulture Department
(Amount T in crore and delay in days)

Year Loanee Non- Amount Submission of bills by insurance Date of release Time taken by
farmers loanee companies (Due date 30 April ) of premium Department
farmers Date of bill Delay | subsidy to AIC (from the last
date of the bill)
2014-15 96,623 623 9.22 | AIC:17August 2015 108 01 December 68 to 159 days
HDFC: 01 September 2015 123 2015 to 01
ICICI: 22 September 2015 144 March 2016
2015-16 1,27,926 1,020 9.14 | AIC: 27 August 2016 118 03 December 97 to 204 days
HDFC: 14 July 2016 74 2016 to 20
ICICI: 08 August 2016 99 March 2017
Iffco Tokio: 02 August 2016 93
Reliance: 05 May 2016 04
Chola MS: 01 August 2016 92
2016-17 84,461 5,296 14.03 NA NA NA
Total 3,09,010 6,939 32.39

Source: Departmental figures.
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The premium subsidy claims for Rabi crop season for 2016-17 had not been processed
by the insurance companies/ Department as of May 2017. The delay in release of
premium subsidy by the Department would result in further delay in payment of claims
to the beneficiaries by the insurance companies. Though asked for (May 2017), the
Department had not furnished reasons for the same as of June 2017.

3.3.6 Implementation of the schemes

The schemes are compulsory for loanee farmers and voluntary for non-loanee farmers.
The components under the schemes were to be implemented on ‘Area Approach’ basis
where yield of notified areas under NAIS/ PMFBY and weather data of notified
Reference Automatic Weather Stations under WBCIS are taken as unit for assessment
and payment of claims in case of calamities.

3.3.6.1 Adoption of defined area/ insurance units

The guidelines of NAIS/ PMFBY stipulate that the scheme would operate on unit area
approach for each notified crop and the small insurance units would be village/ gram
panchayat (GP) or any other equivalent unit which would facilitate the assessment of
crop loss accurately. Based on area approach, all the farmers in the defined area get
indemnified if the actual yield of the defined area shows a shortfall when compared to
the threshold yield which is moving average of previous years’ crop yield".

Audit noticed that State Government had not adopted GP/ village as defined unit area
during 2014-17. For wheat, paddy and other crops, tehsil/ block was adopted as unit of
insurance. Since there are wide variations in soil conditions, availability of irrigation
facilities, incidence of rainfall and occurrence of natural calamities in various parts of
the same tehsil/ block, the yield obtained by farmers may vary considerably.
Estimation of crop loss at GP/ village level would project a more realistic picture of the
crop condition. Thus, crop losses were not determined accurately and compensation to
farmers was not based on proper assessment as also indicated in the succeeding
paragraph. Though asked for (May 2017), the Director of Agriculture did not furnish
reasons for the same.

3.3.6.2 Delay in issue of notification

As per schemes guidelines, at the beginning of each crop season (March for Kharif and
September for Rabi) the State Government was to issue notification containing
scheme-wise crops and defined areas selected for insurance coverage, maximum sum
insured, rate of normal and actuarial premium, etc., as per decision of the State Level
Coordination Committee on Crop Insurance (SLCCCI) meetings to be held one month
in advance of the commencement of the crop season. As per notification, the banks are
to submit declaration forms of the farmers insured within cut-off date i.e. 31 July and
31 December every year for Kharif and Rabi seasons respectively.

Audit noticed that crops and defined area notifications under the crop insurance
schemes during 2014-17 were issued by the State Government after a delay'® ranging

Three years’ average crop yield for rice and wheat and five years’ average crop yield for
other crops.

16 Agriculture Department for Kharif: 08 July 2014 (98 days); 07 May 2015 (36 days) and 28
April 2016 (27 days) and for Rabi : 21 October 2014 (20 days); 15 October 2015 (14 days) and
26 October 2016 (25 days) and Horticulture Department for Rabi season: 24 November 2014
(54 days); 09 November 2015 (39 days) and 03 November 2016 (33 days).
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between 27 and 98 days for Kharif season and 14 to 54 days for Rabi season. The
delay in issue of notifications attributed to delay of 37 to 125 days in convening of
meetings'’of SLCCCI during above period resulted in less coverage of non-loanee
farmers under the schemes, as the insurance companies were given little time to market
the insurance products amongst the farmers within the cut off dates. The Directors of

Agriculture and Horticulture Departments did not furnish reasons for the same.

3.3.6.3

The schemes guidelines stipulate that the State Government should ensure maximum
coverage of farmers including non-loanee farmers.

Coverage of beneficiaries

The crop season-wise details of farmers covered and benefitted under the crop
insurance schemes in the State during 2014-17 are depicted below:

Table-3.3.3: Details of farmers insured and benefitted insurance schemes during 2014-17
(Farmers in numbers, area in hectares and amount ¥ in crore)

Year Season | Total Farmers Non-loanee Area Sum Claims Farmers
covered farmers covered | Insured | Insured paid benefitted
(per cent'®) (per cent of 3) (per cent'®)
1 2 3 4 5 6 7 8
National Agriculture Insurance Scheme/ Pradhan Mantri Fasal Bima Yojana
2014-15 | Kharif 16,573 (1.72) 2 (0) 12,903 67.18 0.18 272 (1.64)
Rabi 16,182 (1.68) 0 (0) 15,963 78.92 0.27 130 (0.80)
2015-16 | Kharif 16,398 (1.71) 140 (0.85) 11,859 75.59 1.62 | 2,611 (15.92)
Rabi 9,727 (1.01) 0 (0) 7,724 44.78 0.97 | 3,541 (36.40)
2016-17 | Kharif* | 1,11,534 (11.61) 1,937 (1.74) 35,660 253.33 1.93 4,929 (4.42)
Rabi* 1,17,627 (12.24) NA NA NA NA NA
Weather Based Crop Insurance Scheme
2014-15 | Kharif 856 (0.09) 0 (0) 95.38 0.95 0.11 856 (100)
Rabi 99,088 (10.31) 686 (0.69) 596.53 328.17 | 35.33 94,265 (95.13)
2015-16 | Kharif 12,346 (1.29) 508 (4.11) | 1,742.55 20.22 2.18 9,646 (78.13)
Rabi 1,30,772 (13.61) 1,067 (0.82) 294.15 43443 | 3240 | 1,01,224 (77.40)
2016-17 | Kharif 23,370 (2.43) 463 (1.98) | 4,023.00 44.13 3.92 22,351 (95.64)
Rabi* 89,757 (9.34) 5,296 (5.90) NA NA NA NA

(iii)

Source: Departmental figures. *Data is tentative. NA: Not available.
(1) Farmers ranging between 1.71 and 1.72 per cent for Kharif season and 1.01 and
1.68 per cent for Rabi season were covered under NAIS during 2014-16 which
indicated that the coverage was very low. However, consequent upon launching
of PMFBY from Kharif season 2016-17, the coverage of farmers had increased
to 11.61 and 12.24 per cent for Kharif and Rabi seasons respectively. The
Director of Agriculture did not furnish reasons for less coverage of the farmers.

Percentage of coverage of farmers under WBCIS during 2014-17 for Kharif

season ranged between 0.09 and 2.43 and that of Rabi season it ranged between

(ii)

9.34 and 13.61. Thus, coverage of farmers covered under WBCIS was also low.
Under NAIS/ PMFBY, the percentage of farmers benefitted against the insured
farmers ranged between 1.64 and 15.92 for Kharif season and that of Rabi season
it ranged between 0.80 and 36.40.

Delay in meetings for Kharif season: 04 July 2014 (125 days), 02 May 2015 (62 days) and 25
April 2016 (55 days) and Rabi season: 13 October 2014 (42 days), 08 October 2015 (37 days)
and 24 October 2016 (53 days).

Percentage of total 9,60,765 farmers in the State as per Census-2011.

Percentage of total farmers covered.
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(iv) Of the total farmers covered under NAIS, non-loanee farmers were not covered

for Rabi crop season during 2014-16. For Kharif season, only two non-loanee
farmers were covered during 2014-15 and 140 (0.85 per cent) during 2015-16
whereas only 1.74 per cent non-loanee farmers were covered under PMFBY
during 2016-17. Under WBCIS, no non-loanee farmer was covered for Kharif
crops 2014-15 whereas coverage of non-loanee farmers for Kharif crops during
2015-17 and Rabi crops during 2014-17 ranged between 0.69 and 5.90 per cent.
Thus, the coverage of non-loanee farmers was very low. The low coverage of
non-loanee farmers was mainly due to delay in issue of notifications and non-
awareness amongst farmers.

3.3.64 Non-coverage of farmers by banks

Schemes guidelines provide that on receipt of notification of crops and areas from the

State Government, the banks were to submit crop-wise and reference unit area (RUA)

wise crop insurance declarations in respect of loanee cultivators to the insurance

companies in the prescribed format alongwith the premium payable on the acreage

shown in the loan application forms within the stipulate time. Audit noticed that:

As per crop notifications (April 2016 and October 2016), cut-off dates for Kharif
and Rabi 2016 seasons were 31 July 2016 and 31 December 2016 respectively.
However, 24 scheduled commercial and cooperative banks had submitted crop
insurance declaration forms to the Regional Manager, AIC, Chandigarh after the
cut-off dates (Appendix-3.1) which resulted in rejection of insurance declaration
forms of 5,405 farmers by insurance company and return of premium instruments
of ¥9.64 lakh to the banks depriving concerned beneficiaries of the intended
crop insurance facility.

Out of 2,772 loanee farmers in two test-checked banks?’, 348 farmers were not
covered under any of the crop insurance schemes by Himachal Pradesh State
Cooperative Bank, Theog (247) during 2014-17 and UCO Bank, Kotkhai (101)
during 2016-17. Though asked for (May 2017), the banks did not furnish reasons
for the lapse.

3.3.6.5 Monitoring, review and impact assessment of schemes

The crop insurance schemes were not monitored properly as discussed below:

As required under Operational guidelines of WBCIS (January 2014) and
PMFBY, the State Government had not included farmers' representatives in the
SLCCCI as of March 2017. In the absence of the farmers’ representation, in the
issues/ grievances of the affected community at large cannot be addressed

properly.

No database comprising name of farmers, photos, category of farmers, cultivable
land area, etc., for coverage of farmers and effective monitoring of progress of
the schemes was maintained at any level in the Departments of Agriculture and
Horticulture. In the absence of details of beneficiaries with the Departments, the
payments of insurance premium subsidies to implementing agencies were
released as per their demand without verification at State level.

20

Himachal Pradesh State Cooperative Bank, Theog: 1,441 and UCO Bank, Kotkhai: 1,331.
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° As per schemes guidelines, the State Government was to set up District Level
Monitoring Committee (DLMC) headed by the District Collector to monitor
implementation of the schemes by providing fortnightly crop condition reports,
periodical reports of seasonal weather conditions, loan disbursed, extent of area
cultivated, etc., on random basis to ensure proper coverage under the schemes.
DLMC was formed in the State in November 2016 and no progress thereof was
received as of May 2017 which indicated the schemes remained un-monitored by
DLMC during 2014-17.

. No system was in place in the Departments to deal with and resolve complaints
of the aggrieved farmers as the Departments had not maintained records
regarding number of complaints received, disposed and pending for disposal.

. As per schemes guidelines, the Departments had not conducted periodical
reviews and impact assessment of the crop insurance schemes after completion of
each season and send suggestions/ recommendations to the GOI for making
further improvements in the schemes.

3.3.6.6 Inspection of Automatic Weather Stations

Weather data is critical for weather insurance to generate credible results in terms of
payouts. With a view to ensure that Reference Weather Stations (RWSs) meet the
basic prescribed standards?!, the GOI instructions (February 2014) provide for review/
inspection of sites and functioning of all Automatic Weather Stations (AWSs) by the
Government officials in consultations with Indian Meteorological Department (IMD)
before notification/ commencement of risk period for the Kharif 2014 season.

It was, however, noticed that no inspection of AWSs was conducted by Agriculture
and Horticulture departments during 2014-17. The departments admitted (May and
June 2017) the facts.

3.3.7 Conclusion

Crop insurance schemes were not implemented in the State in a proper manner which
was evident by

° low coverage of farmers;

° non-maintenance of database of beneficiaries;

. delays in issue of notification of areas and crops to be covered;

. ineffective crop cutting experiments to assess the extent of loss;

° payment of premium to insurance companies without verification;

° delays in finalisation of insurance claims; and

° non-existence of monitoring mechanism.

The conception and implementation of the scheme needs to be overhauled so that the
benefits can reach the farmers.

Audit findings were referred to the Government in July 2017. Reply had not been
received (November 2017).

21 Location: Level place of ground, covered with short grass or natural earth ideally 5X7 metre

in dimension; Free from obstruction like tall buildings, tree, etc.; free from any encumbrance
and identification and avoidance of potential sensor contaminants (water and dust).

1071 Page



Audit Report- Social, General and Economic Sectors (Non-PSUs) for the year ended 31 March 2017

Animal Husbandry Department

3.4  Avoidable expenditure on procurement of medicines/ equipment

Failure of the Department to adhere to scheme guidelines in procurements out of
Rashtriya Krishi Vikas Yojana and National Project for Cattle and Buffalo
Breeding funds led to avoidable payment of handling charges of ¥ 60.71 lakh to
HP State Cooperative Wool Procurement and Marketing Federation Limited.

Guidelines of Rashtriya Krishi Vikas Yojana (RKVY) permits the States to use upto
one percent of funds on administrative expenditure that includes payment to
consultants and recurring expenses of various kinds. States are to supplement any
administrative expenditure in excess of the one per cent from their own resources.
Similiarly, the centrally sponsored scheme of National Project for Cattle and Buffalo
Breeding (NPCBB) prohibits the State Implementing Agency (SIA) to procure goods

through other agencies on commission basis.

Scrutiny of records of the Director, Himachal Pradesh Livestock and Poultry
Development Board (HPLPDB) showed that HPLPDB was designated as SIA for
making purchases of medicines/ equipment from grants received under RKVY/
NPCBB. The SIA purchased medicines/ equipment valuing I 14.52 crore (RKVY:
T 11.91 crore and NPCBB: X 2.61 crore) during 2008-16 through Himachal Pradesh
State Cooperative Wool Procurement and Marketing Federation Limited (HPSWEFL)
and paid commission/ handling charges of five per cent (for facilitating the finalisation
of rate contracts, placing of orders on the approved parties and follow-ups) amounting
to ¥ 72.62 lakh (RKVY: X 59.57 lakh and NPCBB: X 13.05 lakh) on purchases made
out of RKVY/ NPCBB funds during the above period. The payment of commission/
handling charges of I 13.05 lakh under NPCBB (payment of commission/ handling
charges is not allowed under NPCBB) and ¥ 47.66 lakh over and above one per cent
allowed under RKVY was in violation of ibid provisions.

The Deputy Secretary (Animal Husbandry) stated (July 2017) that the HPSWFL has
been declared as nodal agency for finalisation of tenders and procurement of
medicines/ equipment for the Department on payment of five per cent handling
charges. The reply should be seen in the light of fact that the State Implementing
Agency was not allowed to involve any other agency for the procurement of
medicines/ equipment under NPCBB and handling charges in excess of one per cent
under RKVY should have been met from State budget.

Thus, failure of the Department to adhere to scheme guidelines in procurements out of
RKVY/ NPCBB led to avoidable payment of commission/ handling charges of
% 60.71 lakh (RKVY: ¥ 47.66 lakh and NPCBB: % 13.05 lakh) to HPSWFL which
could have been utilised on procurement of additional medicines/ equipment to cover
other needy beneficiaries to that extent.
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Forest Department

3.5 Establishment of Van Thanas

Lack of proper planning in implementation of policy for establishment of Van
Thanas resulted in non-utilisation of infrastructure worth ¥ 4.04 crore for
intended purpose.

The State Government formulated (November 2008) a policy for establishment of Van
Thanas for protection and checking the menace of illicit felling, smuggling of timber,
encroachment of forest land and other forest offences. As per the policy, four to six
forest beats were to be clubbed together to form a Van Thana which would function as
collective entity, both for developmental and enforcement purposes. The staff of Van
Thanas was to be equipped with wireless sets, mobile phones, vehicles and arms to
control forest offences and nab offenders. The State Government notified
(September 2010) the Himachal Pradesh Van Thana Rules, 2010 as per Section 76(d)
of the Indian Forest Act 1927. The Principal Chief Conservator of Forests accorded
(September 2009-March 2011) administrative approval for construction of building of
13 Van Thanas for X 3.94 crore. In January 2011, the State Government notified
establishment of 17 Van Thanas®* in the State.

Scrutiny of records of Principal Chief Conservator of Forest, Shimla showed that
construction work of 11 Van Thanas (except Van Thanas Sainj and Puruwala) was
completed by the Forest Department between March 2010 and March 2014 after
incurring an expenditure of I 3.48 crore. Buildings of Van Thanas at Sainj and
Puruwala could not be completed in spite of expenditure of ¥ 56.42 lakh till
March 2017 which was attributed to non-availability of sufficient funds due to increase
in wage rate and cost of material. Despite availability of buildings, above 11 Van
Thanas could not be made fully functional due to failure of the Department to provide
requisite staff?>, communication system such as telephones and wireless network,
vehicles, drivers and arms and ammunition. Deployment of existing staff of forest
beats to Van Thanas in addition to their normal duties hampered the development
works as well as detection of forest offences as against 37,705 offences reported in the
State during 2011-14, only 407 (one per cent) were detected through Van Thanas. As a
result, the policy of Van Thanas was abolished by the State Government in
September 2014. Evidently, the Van Thanas established without proper planning
and non-providing of staff and equipment did not achieve the intended objective
and investment of I4.04crore on the van thana buildings was rendered
largely unproductive.

The Principal Chief Conservator of Forest (March 2017) and Divisional Forest
Officers concerned attributed (July 2016-January 2017) non-utilisation of buildings for
intended purpose to decision (September 2014) of the Government to abolish
establishment of Van Thanas because of shortage of staff. It was further stated that

2 Balu, Bassi, Bhogarwan, Deokhan, Gagret, Habban, Jibhi, Kalehan, Mohal, Naggar, Nagrota

Surian, Nankhari, Puruwala, Ropa, Sainj, Theog and Tikker.

Against the requirement of 99 Deputy Rangers/ Forest Guards/ Forest workers in these van
thanas, only 67 (Deputy Rangers: eight; Forest Guards: 30 and Forest workers: 29)
were deployed.

23
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seven of the 11 buildings are being utilised for other purposes such as residence, office
and transit accommodation. The reply should be seen in the light of fact that,
implementation of policy of the Government to establish Van Thanas was not proper
due to non-deployment of requisite staff and non-providing of necessary equipment
and arms and ammunition. As such, investment of ¥ 4.04 crore on construction of
building of Van Thanas could not be utilised for the intended purpose.

The audit findings were referred to the Government in May 2017. Reply had not been
received (November 2017).

3.6  Non-deposit of Net Present Value to Ad hoc Compensatory Afforestation
Fund Management and Planning Authority (CAMPA)

In violation to the Supreme Court orders, the Department deposited the Net
Present Value of ¥ 59.31 crore received from Koldam Hydro Electric Project
Authority in Government account instead of Ad hoc CAMPA. Resultantly, the
forest conservation activities to mitigate the environmental loss were not
undertaken out of the above amount.

As per the observations of the Supreme Court (October 2002) and under the Forest
(Conservation) Act, 1980 (FCA), the Net Present Value (NPV) for diversion of forest
land for non-forestry purposes was to be realised at prescribed rates?* depending upon
the quantity and density of the forest land diverted from the user agencies as cost of
benefits lost in respect of the forest tracts. As per Apex Court orders of May 2006, the
entire amount of NPV so realised was to be transferred to the Ad hoc (Central)
Compensatory Afforestation Fund Management and Planning Authority (CAMPA).
The Ad hoc CAMPA was to release annually an amount equal to 10 per cent of the
principal amount and interest lying to the credit of the respective State on submission
of Annual Plan of Operation by the State CAMPA? for utilisation on activities such as
natural assisted regeneration, forest management, protection, infrastructure
development, wildlife protection and management, etc.

Scrutiny of records of the Conservator of Forests, Bilaspur brought out that
954.69 hectare of forest land was diverted (June 1990) for the Koldam Hydro Electric
Project Authority for non-forestry purpose. The Project Authority after a delay of
12 years from the apex court orders transferred NPV of ¥ 59.31 crore®® to the State
Forest Department during October-November 2014. However, the Department in
contravention to the provisions, ibid, deposited (October-November 2014) the entire
amount into Government account under receipt head instead of depositing the same
into the Ad hoc CAMPA account. The State Government did not incur any expenditure
on forest management and protection related activities in lieu of NPV so deposited into
the Government account during 2014-17. Evidently, the Ad hoc CAMPA was deprived
of T 59.31 crore and as a result the envisaged activities out of NPV realised from
Koldam Hydro Electric Project Authority to mitigate the environmental loss could not
be undertaken by the State CAMPA.

24 Upto March 2008: ¥ 5.80 lakh to ¥ 9.20 lakh per hectare and from April 2008 and onwards:
% 6.99 lakh to ¥ 10.43 lakh per hectare.

% State CAMPA was constituted in August 2009 and receives funds from Central Ad hoc
CAMPA for implementing CAMPA related activities in the State.

2 ¥ 50.00 crore on 13 October 2014 and % 9.31 crore on 05 November 2014.
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The Conservator of Forests stated (October 2015-August 2017) that the amount was
deposited under the receipt head as per directions of the Principal Chief Conservator of
Forests and no amount had been received for the forest management and protection
activities from the State Government since 2009-10. The reply is not tenable because
the amount of NPV was required to be deposited into Ad hoc CAMPA as per Forest
(Conservation) Act, 1980 and was to be utilised on forest conservation activities in
compliance to the Supreme Court orders.

Audit findings were referred to the Government in May 2017. Reply had not been
received (November 2017).
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Health and Family Welfare Department

3.7 Implementation of Food Safety and Standards Act, 2006

The Department neither conducted survey to identify food business
establishments nor maintained data-base of such establishments. The large
number of vacant posts of Food Safety Officers was a major concern, hindering
the process of proper registration and licensing, conduct of surveillance and
inspections and lifting of food samples. The food testing laboratory at Kandaghat
was not equipped with required infrastructure for testing of food samples. The
institutional/ regulatory framework and infrastructure in the State were not
adequate and monitoring of adherence to prescribed standards of food quality/
safety was weak.

3.7.1 Introduction

With a view to ensure food safety standards in the country and to regulate
manufacture, storage and sale of food items, the Government of India (GOI) enacted
(August 2006) the Food Safety and Standards (FSS) Act, 2006 (Act) and framed the
Food Safety and Standards (FSS) Rules, 2011 (Rules).

The Act and Rules envisage maintenance of food safety standards through a system of
registration and licensing of Food Business Operators (FBOs), regular inspections of
FBOs and drawing of samples of food items for analysis in testing laboratories and
imposition of sanction, fine or imprisonment in case of contravention of prescribed
norms/ standards/ rules.

In the State of Himachal Pradesh, the Act came into force in August 2011. The
Commissioner, Food Safety (Principal Secretary, Health and Family Welfare) is
responsible for overall enforcement of the Act through Joint Commissioner of Food
Safety (Director, Health Safety and Regulation) at State level and Designated Officers
(DOs) at district level. The DOs are assisted by Food Safety Officers (FSOs), Food
Analyst and Adjudicating Officers in discharge of their duties.

3.7.2 Audit Objectives
Audit objectives were to see whether the:

@) Requisite infrastructure and resources were in place and licensing and
registration was done as per the provision of the Act;

(1)  Inspection, sample testing and prosecutions were conducted as envisaged in the
Act; and

(iii)  Monitoring mechanism was effective.
3.7.3 Audit Scope

An audit of the implementation of the Act for the period 2014-15 to 2016-17 was
conducted (April-May 2017) by test-check of the records of Director, Health Safety
and Regulation (DHSR), Composite Testing Laboratory, Kandaghat, DOs and
Adjudicating Officers in two (Kangra and Solan) out of 12 districts. Following are the
audit findings:

3.7.4 Administrative/ Institutional Structure
3.74.1 Inactive Steering Committees

Regulation 2.1.15 of FSS, Licensing & Registration (L&R) Regulations, 2011
prescribe that the State Government may constitute/ designate an advisory committee
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at panchayat, district and State level to assist, aid or advise on matters relating to food
safety. Consequently, the State Government notified (April 2013) that the Steering
Committee will be constituted for proper and smooth implementation of the Act.

Audit noticed that although the State had constituted (April 2013) steering committees
at the State/ district levels, no committee at Panchayat level had been constituted. It
was further noticed that only one meeting of State Steering Committee had been held
in August 2017 while no meeting of District Steering Committees was held as of
August 2017. Thus, the purpose for which the committees were formed remained
unachieved. Reasons for the above were sought (June 2017), reply from the
Department was awaited.

3.74.2 Vacant posts of Food Safety Officers

Section 37 (1) of the Act prescribed appointment of Food Safety Officers (FSOs), for
undertaking inspections of FBOs and for drawing samples of food articles for analysis.
Further, section 37(2) provides that the State Government may authorise any officer of
the State Government having the qualifications prescribed under sub-section (1) to
perform the functions of a Food Safety Officer within a specified jurisdiction.

Audit noticed that there were persistent vacancies in the posts of FSOs in the State and
against 12 sanctioned posts, the number of persons-in-position had declined from nine
to one during the period from April 2014 to April 2017*’ because of promotion/
retirement of FSOs. The large number of vacant posts hindered -effective
implementation of the Act, as detailed in subsequent paragraphs 3.7.6.1, 3.7.6.2,
3.7.6.3 and 3.7.6.4. It was further noticed that the State Government had formulated
(July 2017) Recruitment and Promotion Rules after lapse of more than six years from
the implementation of the Act, as a result of which FSOs could not be recruited.

DHSR stated (June 2017) that, the posts of FSOs could not be filled due to
non-formulation of Recruitment and Promotion Rules. The reply is not acceptable as
the State Government was empowered under the Act to authorise any officer having
the requisite qualification to perform the duties of FSO but this was not done.

3.743 Non-imparting of training to Designated Officers

Rule 2.1.2(1) (ii) of FSS Rules, 2011 prescribed that DOs were mandatorily required to
undergo training arranged by Food Safety and Standards Authority of India (FSSAI)
within six months of their appointment.

Audit noticed that of the 12 DOs in the State, five DOs appointed in March 2015 had
not received the prescribed training as of May 2017. This meant that these DOs
had not received the induction training which was a mandatory requirement for the
post of DO.

In reply, the Director, Health Safety and Regulation (DHSR) stated (June 2017) that,
the matter had already been taken up with FSSAI, but no training had been imparted as
of date. The reply is not acceptable as the State Government had not made any
correspondence with FSSAI in this regard after December 2015, which was indicative
of inaction.

z April 2014: nine; April 2015: four; April 2016: four and April 2017: one.
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3.7.5 Licensing and registration

Regulations prescribe that all Food Business Operators (FBOs) will be registered or
licensed in accordance with the prescribed procedure. Every petty FBO (FBOs with
annual turnover not exceeding ¥ 12.00 lakh) is required to register himself/ herself
with the registering authority viz., the concerned DO/ FSO and also follow the basic
hygiene and safety requirements provided in the Regulations. All FBOs, other
than petty FBOs, are required to possess a valid license before commencing any
food business.

3.7.51 Non-conducting of survey to create database of units engaged in
manufacture / processing of food

Section 31 of the Act provides that no person shall commence or carry on any food
business, except under a license granted in terms of the Act. Section 30 (2) (b) of the
Act provides that the Commissioner of Food Safety shall carry out survey of units
engaged in manufacture or processing of food in the State to ascertain compliance by
such units to the standards notified by the Food Authority for various articles of food.

Scrutiny of records showed that no survey had been conducted to create a database of
units engaged in manufacture or processing of food in the State as of March 2017.
Although 8,417 licenses and 87,091 registrations were reported to have been granted
upto March 2017, in the absence of any database of the total number of FBO units, the
Department had no means to determine if there existed any FBOs which were
operating without licenses/ registrations.

3.75.2 Issuance of licenses without obtaining requisite documents

Regulation 2.1.2 and 2.1.3 of FSS, Licensing & Registration (L&R) Regulations
provides that an application for the grant of a license shall be made to the concerned

Licensing Authority (LA) along with requisite copies of documents mentioned
in Schedule-2%.

Scrutiny of records in the two selected districts showed that 179 licenses (75 per cent)
out of selected 240 cases were issued during 2014-17 without obtaining requisite
documents viz. no-objection certificate of pollution control board/ Municipal
Corporation/ local bodies, list of food items proposed for sale, layout plan of the
processing unit, analysis report of the water to be used and medical certificates of
workers. Evidently, licenses were issued without obtaining assurance that the FBOs
met the prescribed food safety standards.

The DOs concerned stated (May 2017) that documents were either not obtained
inadvertently or might have slipped out of files. The replies indicate lack of
seriousness towards the prescribed procedure.

3753 Delay in issue of licenses and Registration Certificates

Regulation 2.1.4 and 2.1.1 of FSS (L&R) Regulations provides for processing of
application for license and registration certificates (RCs) within 60 days and seven
days of receipt of application respectively.

3 Layout plan of processing unit, Proof of possession of premises, List of Directors with full

address, no-objection certificate of pollution control board/ Municipal Corporation/ local bodies,
list of food items proposed for sale and analysis report of the water to be used and medical
certificates of workers.
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Scrutiny of records in two selected districts showed that 98 licenses (41 per cent) out
of selected 240 cases were issued after a delay ranging between two and 538 days with
median delay of 69 days. Likewise, there was delay in 52 (87 per cent) out of selected
60 cases of issue of RCs. The delay ranged between one and 279 days with median
delay of 51 days. The delay in issue of licenses and RCs indicated poor
implementation of the provisions of the Act.

The DOs concerned stated (May 2017) that the delay occurred due to slow/ poor
internet connectivity and shortage of manpower.

3.7.54 Expired licenses/ Registration Certificates

Regulation 2.1.2 and 2.1.7 of FSS (L&R) Regulations provides that no person shall
commence any food business unless he possess a valid license/ RC and that any
license/ RC, for which renewal has not been applied within the prescribed period,
stands expired and the FBO shall stop all business activities in the premises.

Scrutiny of records in two selected districts showed that, validity of 37 licenses (issued
during 2014-17) out of selected 240 cases expired between March 2015 and April 2017
and was not renewed as of May 2017. Likewise, validity of seven RCs out of selected
60 RCs (issued during 2014-17) expired between July 2016 and May 2017. Although
the validity of these licences/ RCs had expired, there was no mechanism to ensure that
the FBOs whose licences/ RCs had expired were not continuing to engage in business
activity. Further, there was no mechanism to provide information about FBOs whose
licenses/ RCs had expired. In the absence of this, there was a risk that several FBOs
holding expired licences/ RCs were continuing to engage in the food business without
necessarily adhering to prescribed standards.

The DOs concerned stated (May 2017) that, the monitoring of expired licenses and
RCs could not be done due to shortage of FSOs and staff.

3.7.6 Inspections and lifting of food samples
3.7.6.1 Issue of licenses/ RCs without conducting inspections
Regulation 2.1.1(3) and 2.1.4 (4) of FSS (L&R) Regulations provided that licensing

authorities (DOs) may direct FSOs or any other person/ agency to inspect premises of
FBOs before issue of licenses/ RCs to them.

Information provided by Director, Health Safety and Regulation for the period
2014-17 showed that, licenses and RCs were invariably being issued without
conducting any inspections, as detailed below:

(In numbers)

Particulars Total issued Issued without conducting inspection (per cent)
Licenses 3,925 3,814 (97)
RCs 39,696 39,695 (100)

Issue of licenses/ RCs to FBOs without conducting inspections meant that the
Department was not ensuring that FBOs were meeting prescribed pre-conditions for
adhering to food safety standards.
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The DHSR replied (June 2017) that, inspections could not be conducted before issue of
licenses/ RCs due to shortage of FSOs.

3.7.6.2 Shortfall in conduct of periodic inspections of FBOs

Regulation 2.1.1 (6) of the FSS (L&R) Regulations prescribed that food safety
inspection of the registered/ licensed FBOs was to be carried out at least once a year to
ensure that the terms and conditions of the registrations/ licenses were being complied
by the FBOs.

Information provided by DHSR for the period 2014-17 showed that there was huge
shortfall in the conduct of periodic inspections, as detailed below:

(In numbers)

Particulars Inspections to be Inspections actually Shortfall (per cent)
conducted conducted
Registered FBOs 1.82 lakh 1,933 1.80 lakh (99)
Licensed FBOs 0.17 lakh 632 0.16 lakh (94)
Total 1.99 lakh 2,565 1.96 lakh (98)

It was also observed that, no inspections were conducted in the two test-checked
districts during 2014-17.

The huge shortfall in the conduct of periodic inspections meant that the Department
was not able to ensure that the term and conditions of the registrations/ licenses were
being complied with by the FBOs.

The DHSR and DOs concerned stated (May-June 2017) that, food safety inspections
could not be conducted due to shortage of FSOs.

3.7.6.3 Inadequate surveillance and periodic inspections of food items and
Mid Day Meal scheme

FSSAI issued directions (August 2013) for creating a surveillance system to ensure

safe and wholesome food under Mid Day Meal (MDM) scheme. Further, FSSAI also

issued directions (November 2013) to all States and UTs to formulate surveillance

plans and conduct periodic inspections and surveillance every three months for major

fruit and vegetable markets, soft drinks and ready-to-serve fruit beverages.

Audit noticed that neither surveillance plans were prepared nor periodic inspections
were conducted in this regard as of March 2017. Thus, monitoring of adherence to
food safety standards in respect of the items referred to above and food served under
the MDM scheme in schools was not adequate.

The DHSR stated (June 2017) that the FSSAI directions referred to above had been
issued to all district food safety administrators and to the Director, Elementary
Education. The action taken by the Department is not adequate as formulation of a
system of surveillance and periodic inspections in respect of food served under the
MDM scheme was the primary responsibility of the Health and Family Welfare
Department and not solely that of the Department of Education. The DHSR further
stated that, surveillance plan could not be prepared for fruits and vegetables and
samples could not be lifted due to shortage of FSOs and lack of infrastructure.

Audit is of the view that Department may consider random selection of units/FBOs for
periodical inspections after classifying them into high, medium and low risks
categories.

116 |Page



Chapter-111: Compliance Audit

3.7.64 Shortfall in lifting of food samples

The Director, Health Services and Regulation (DHSR), issued directions
(February 2013) that at least 10 food samples should be lifted per FSO per month.

Scrutiny of records in two selected districts showed that, against 720 (Kangra: 360 and
Solan: 360) samples required to be lifted, only 250 samples (Kangra: 96 and Solan:
154) were lifted during 2014-17. Thus, there was shortfall of 470 samples®
(65 per cent) during the aforesaid period. Shortfalls in lifting of the food samples
meant that the prescribed number of samples were not being sent for testing in order to
ascertain adherence to prescribed quality/ safety standards.

The DOs concerned stated (May 2017) that the shortfall in lifting of food samples was
due to shortage of the FSOs.

3.7.6.5 Non-availability of infrastructure/ equipment for safe storage or spot
analysis of samples

Scrutiny of records in the test-checked districts showed that equipment such as fridge,
cold chain boxes, spot analysis kits, equipment for lifting, storage and transportation of
samples for testing against microbiological parameters was not available. In the
absence of this, no spot analysis of samples could be conducted, deterioration of food
samples owing to temperature, etc., remained a risk, and integrity of food samples
lifted could not be ensured. Further, items of perishable nature such as fruits and
vegetables were not being lifted.

Reasons for non-availability of required infrastructure were sought (June 2017) but
reply of the Department was awaited.

3.7.7 Testing and analysis of food samples
3.7.71 Shortage of manpower in Composite Testing Laboratory

Testing and analysis of food samples was being done in the Composite Testing
Laboratory (CTL), Kandaghat.

Scrutiny of records of CTL, Kandaghat showed that against 31 sanctioned posts of
technical staff, 20 posts*® were lying vacant as of April 2017. Of the 11 persons-in-
position, nine technical staff was conducting analysis of drugs and cosmetics, animal
feed, water, liquor, etc. whereas only two persons were engaged in analysis of food
samples. The acute shortage of technical staff resulted in delays in analysis of food
samples and dispatch of analysis reports to DOs, non-preparation of reports in
prescribed format, etc., as detailed in subsequent paragraphs.

3.7.7.2 Inadequate testing in Composite Testing Laboratory

The Act prescribed that food samples were to be tested and analysed with reference to
FSS (Contaminants, Toxins and Residues) Regulations, 2011 and FSS (Food Product
Standards and Food Additives) Regulations, 2011.

Audit noticed that, food samples at CTL, Kandaghat were not being tested for all
parameters as required under the rules, as infrastructure to conduct such analysis was
not available in the laboratory. In particular, testing was not being done for metal

» Kangra: 264 and Solan: 206.

30 Public Analyst and Chemical Examiner: one; Deputy Government Analyst: one; Senior Scientist:
two; Junior Scientist: four; Senior Analyst: three; Junior Analyst: six and Senior Lab
Technician: three.
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contaminants, crop contaminants, insecticides, antibiotics, microbiological parameters,
pharmacologically active substances and phosphates owing to lack of required
equipment. Thus, the Department had no means to ensure that, food items were
conforming to the standards prescribed in the regulations cited above.

It was further observed that FSSAI had conducted (November 2013) an assessment of
the laboratory to identify gaps with reference to standards prescribed by National
Accreditation Board for Testing and Calibration Laboratories (NABL) in which CTL
Kandaghat scored poorly®'. The Department, however, had not taken any steps to
address the gaps identified, as of May 2017.

The Food Analyst (FA), CTL Kandaghat attributed (May 2017) the inadequate testing
of samples to shortage of technical staff and facilities required for conducting the
aforesaid tests.

3.7.7.3 Delay in dispatch of analysis reports

According to Section 46(3) of the Act, analysis reports of the food samples were to be
dispatched by the Food Analyst (FA) to the DO within 14 days.

Test-check of 108 food samples of Kangra and Solan districts at CTL, Kandaghat
showed that, analysis reports for 97 samples (90 per cent) were dispatched after a
delay ranging between one and 41 days with a median delay of 12 days. These delays
would have further led to delays in subsequent stages, such as filing of application for
prosecution in cases of failed samples, etc.

The FA attributed (May 2017) the delay to shortage of technical staff, as well as to the
fact that the laboratory was also conducting analysis of drugs and cosmetics, animal
feed, water, liquor, etc.

3.7.7.4 Non-submission of analysis reports in prescribed format

Rule 2.4.2(5) of the FSS Rules, 2011 provided that, the analysis report, mentioning the
method of analysis and other details, should be sent in a prescribed format to the DO,
who may forward the report alongwith one part of the sample to a referral laboratory
for analysis, if he believes the report to be erroneous.

Test-check of records of CTL, Kandaghat showed that, analysis reports pertaining to
passed samples were not being sent in the prescribed format. Details such as sample
description, physical appearance, labeling and quality characteristics, method of testing
and test results against prescribed standards were not being communicated to DOs for
cases of passed samples. In the absence of such details, DOs were neither able to form
any opinion on the correctness of the reports nor forward the same to a referral
laboratory for analysis.

The FA stated (May 2017) that, reports were not being sent in the prescribed format
due to shortage of qualified technical staff.

3.7.7.5 Non-communication of analysis results to FBOs

According to Rule 3.1.1 (1) of FSS Rules, 2011, if a food sample conforms to
requirements, the same should be communicated to the FBO immediately.

Scrutiny of records in Kangra and Solan districts showed that 84 of the 116
test-checked samples conformed to requirements but communication to this effect was

31 CTL, Kandaghat had scored at 26 per cent, 34 per cent and 32 per cent for organisation and

personnel, equipment and safety respectively.
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not sent to the FBOs concerned. Thus, FBOs remained unaware about whether their
food samples conformed to prescribed standards or not.

The DOs concerned stated (May 2017) that, communication could not be sent to the
FBOs as detailed analysis reports were not provided by the FA.

3.7.8 Prosecution and Adjudication

3.7.8.1 Non-filing of applications for failed samples

Rule 3.1.1(2) of the FSS Rules, 2011 prescribed that in cases of contravention
punishable with fine, the FSO would file an application with the Adjudicating Officer
(AO) for adjudication and imposition of penalty.

During scrutiny of records of DO, Solan, it was noticed that in two cases of failed food
samples, applications for adjudication were not filed with the AO. Thus, no action was
initiated against these FBOs who had contravened prescribed standards. Reasons were
sought (June 2017) but the reply of the Department was awaited.

3.7.9 Reporting

3.7.9.1 Non- submission of annual returns

Regulation 2.1.13 of the FSS (L&R) Regulations, 2011 prescribed that every
manufacturer and importer who has been issued a licensee should, on or before
31 May of each year, submit a return in respect of each class of food products handled
by him during the previous financial year. Delay in filing returns was to attract a
penalty of ¥ 100 per day.

Scrutiny of records in test-checked districts showed that, 16 licensees?? had not filed
their annual returns as of May 2017, but against the due penalty amount of
¥ 8.89 lakh??, no penalty had been imposed by the Department as of May 2017.

In reply, the DO, Kangra stated (May 2017) that, penalty could not be imposed due to
shortage of staff, while the DO, Solan stated (May 2017) that notices had been issued
to the FBOs concerned to file their returns.

3.7.10 Conclusion

Effective implementation of the FSS Act, 2006 in the State was constrained by an
inadequate institutional/ regulatory structure for enforcement. The Department had not
conducted any survey to create a database of food business units. The large number of
vacant FSO posts was a major concern, hindering the process of proper registration
and licensing, conduct of surveillance and inspections, and lifting of food samples.
Manpower and infrastructure constraints in the field and in the food testing laboratory
meant that proper testing, analysis and reporting was not being done. Monitoring and
control mechanisms were inadequate. Thus, regulation of food business operators and
monitoring of adherence to prescribed standards of food quality/ safety by the
Department was weak.

The Department may consider addressing the deficiencies highlighted.

The audit findings were referred to the Government in July 2017. Reply had not been
received (November 2017).

2 2014-15: Nine cases (Kangra: three and Solan: six) and 2015-16: seven cases (Kangra: two and

Solan: five).
33 2014-15: % 6.44 lakh and 2015-16: ¥ 2.45 lakh (calculated up to 15 May 2017).
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3.8  Non-enforcement of bond against defaulting Medical Officers

The State Government did not enforce bond for effecting recovery of bond money
amounting to ¥ 2.25 crore from Medical Officers who reneged on their pledge to
serve the State Government after completing higher study, while there remained
acute shortage of specialists in the State.

According to State Government policy, Medical Officers (MOs) pursuing higher
studies** were required to execute a bond pledging to serve the State Government for a
minimum period of five years after completing their study, in view of the substantial
expenditure incurred by the State Government on their pay and allowances/ stipend
during the period of their study. MOs reneging on the bond were liable to pay the bond
amount to the State Government within one month.

Scrutiny of records of the Director, Health Services showed that between 1999 and
2014, 19 MOs reneged on the bond they had executed by either not joining duty or
proceeding on unauthorised leave without any intimation after completion of higher
studies. Audit observed that although the services of these 19 MOs were terminated™,
the State Government did not enforce the bond against these MOs and recover the
bond money amounting to ¥ 2.25 crore’. Thus, despite having incurred expenditure of
% 1.47 crore on the pay and allowances/ stipend of these defaulting MOs, the State
Government did not act in order to protect its interests, depriving itself of the right of
mandatory services of five years from these MOs, while there remained acute
shortage®” of specialists to the extent of 93 per cent in rural areas and 50.33 per cent in
urban areas of the state with reference to the norms prescribed by Indian Public Health
Standard (IPHS). Further, by not enforcing the bond against defaulters, the State
Government incurred the risk of allowing a perception to develop amongst MOs
that executing the bond was a mere formality and that it could be reneged on
with impunity.

The Director, Health Services stated that any decision regarding recovery of bond
money was to be taken by the State Government which was the appointing authority.
The reply should be seen in the light of facts that enforcement of bond money against
defaulting Medical Officers had not been made.

The audit findings were referred to the Government in July 2017. Reply had not been
received (November 2017).

i Post-graduate degree (PG)/ Diploma/ MD and M.Ch. courses in Government medical/ dental

colleges within or outside the State.

Between August 2007 and July 2015, under Central Civil Services (Classification Control and
Appeal) Rules, 1965.

36 Six cases: ¥ 5.00 lakh each; one case: ¥ 10.00 lakh; 11 cases: ¥ 15.00 lakh each and one case:
¥ 20.00 lakh.

1. Figures for sanctioned strength in respect of specialists were not available with the
Department. Shortage is calculated with reference to Indian Public Health Standards (IPHS)
norms for staffing at health centres issued by Ministry of Health and Family Welfare, GOI.

2. Figures of persons-in-position supplied by the Department as of May 2016.

35

37
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Home Department

3.9 Idle equipment under National Highway Accident Relief Service Scheme

Non-assessment of requirement and failure of the Department to ensure trained
operators resulted in unproductive expenditure of ¥ 91.14 lakh on idle equipment
for more than six years.

Under National Highway Accident Relief Service Scheme (NHARSS), Government of
India (GOI), Ministry of Road Transport and Highways provides assistance to State
Governments in the shape of 10 ton (heavy) and small/ medium sized cranes for hilly
states to remove vehicles involved in road accidents. States are responsible for
operation/ control and maintenance of cranes and are required to furnish
annual performance report to GOI for five years. As per tender condition, the GOI had
made it incumbent upon the supplier to impart training to at least five persons per
crane free of cost.

Scrutiny of records of Director General of Police (DGP), Himachal Pradesh revealed
(November 2016) that the Department had sent (September 2009) requirement of
10 heavy cranes under NHARSS against which four heavy cranes costing ¥ 91.14 lakh
were received during May-August 2010. The Department had allotted
(August-September 2010) the cranes to four districts®®. However, except partial®®
operationalisation of the crane in Mandi district, these cranes remained inoperational
due to non-availability of technical staff/ operators in the Department. For operation of
the cranes, the Department had also not ensured training to its personnel by the
supplier as per the tender condition ibid.

Besides, the heavy cranes were not useful for hilly areas and narrow roads in these
districts. In spite of the fact that the NHARSS provides for small/ medium cranes for
hilly states, requisitioning of heavy cranes from the GOI was not judicious. The
Department decided (January 2013) to transfer the cranes to other departments but
these could not be transferred as of November 2016. Evidently, the Department had
not assessed the demand of heavy cranes for hilly areas properly.

The Department stated (May 2017) that these cranes could not meet the requirement of
Himachal Pradesh Police since the drivers/ trained mechanical operators were not
available. It was further stated that, the cranes could not remove accidental vehicles
and control traffic. Accidental vehicle/ machinery was removed from the place of
occurrence with the help of general public/ owner of vehicle/ other toeing vehicles as
these cranes could lift only 500 kgs weight. The reply should be seen in the light of
fact that the Department had neither assessed the technical specification of the cranes
before procurement nor ensured the required technical/ trained staff for the same as per
tender condition of the GOI.

Thus, non-assessment of requirement and failure of the Department to ensure
technical/ trained operators resulted in expenditure of ¥ 91.14 lakh on idle machinery/
equipment as unproductive for more than six years.

The audit findings were referred to the Government in May 2017. Reply had not been
received (November 2017).

38 Kangra, Mandi, Shimla and Solan.

39 18 August 2010, 22 October 2011, 17 May 2012 and 02 November 2013.
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3.10 Irregularities in procurement/ installation of closed circuit television
cameras

Improper planning, non-finalisation of rates properly and absence of centralised/
continuous monitoring defeated the objective of detection of unwarranted
activities through CCTV cameras resulting in irregular expenditure of
T 62.74 lakh, blocking of ¥ 44.91 lakh and interest loss of ¥ 10.18 lakh to the State
exchequer.

The Director General of Police (DGP) mooted (May 2013) a proposal for procurement
and installation of 282 closed-circuit television (CCTV) cameras and three speed
cameras at an estimated expenditure of ¥ 1.05crore at public places to check
unwarranted activities. The State Government accorded sanction (August 2013) of
% 1.00 crore for the same with the condition that the expenditure be incurred after
obtaining approval of Information and Technology (IT) Department. The IT
Department advised (September 2013) the DGP to procure and install the CCTV
cameras through Himachal Pradesh State Electronics Development Corporation
Limited (HPSEDCL) by floating open tenders.

Scrutiny (November 2016) of records of Home Department revealed that the DGP had
sent the proposal in May 2013 to the Government without proper estimates. The
HPSEDCL prepared (May 2014) the estimates and technical specifications of the
CCTV cameras based on the rates received from the prospective bidders earlier in
June 2013 for deciding techno-commercial aspect of the equipment. On receipts of the
estimates and technical specifications, the Department placed supply order (July 2014)
on HPSEDCL for procurement and installation of 27 cameras at a cost of I 62.74 lakh
and the approved firm had installed the cameras between March 2015 and April 2017.
The cameras were procured and installed without floating open tenders. Resultantly
against 282 CCTV cameras and three speed cameras to be procured and installed for
% 1.00 crore, only 27 cameras could be procured at a cost of I 62.74 lakh as of
June 2017 which besides irregular procurement reflected improper planning. Further,
the Department had purchased the cameras with monitoring at local installation points
instead of centralised monitoring through broadband facilities and the cameras were
not functioning properly as the visibility was poor at night hours and in low light/
foggy weather conditions. Thus, the objective of surveillance/ real time monitoring of
unwarranted activities remained unachieved.

Besides, out of ¥ one crore withdrawn (March 2014) from the treasury, ¥ 55.09 lakh
was released (June 2015: % 11.75 lakh and August 2015: X 43.34 lakh) to HPSEDCL.
The balance T 44.91 lakh was lying unutilised in the shape of banker cheque in the
name of HPSEDCL up to November 2016 and in fixed deposit thereafter which also
resulted in interest loss of ¥ 10.18 lakh*® to the State Exchequer.

The Department stated (May 2017) that efforts were made to purchase and install the
cameras after proper survey. The cameras were functioning properly and night vision
is not clear due to non-availability of light near the cameras. The reply should be seen
in the light of the fact that the Department had secured sanction without proper

40 At average rate of interest on State Borrowings at the rate of 7.91 per cent per annum

(2014-15) and 7.95 per cent per annum (2015-16 and 2016-17).
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estimates and finalisation of rates properly by following the open tendering process.
Moreover, the cameras did not meet the requirement of centralised/ continuous
monitoring of the unwarranted activities and the Department had not ensured the
viability of functioning of the cameras in all conditions.

Thus, improper planning, non-finalisation of rates properly and absence of centralised/
continuous monitoring defeated the objective of detection of unwarranted activities
through the CCTV cameras which resulted in irregular expenditure of ¥ 62.74 lakh*!,
blocking of ¥ 44.91 lakh for more than three years and interest loss of ¥ 10.18 lakh to
the State exchequer.

The audit findings were referred to the Government in May 2017. Reply had not been
received (November 2017).

Industries Department

3.11 Unjustified/ infructuous expenditure on drilling for exploration of
limestone deposits

The Department incurred an unjustified expenditure of ¥ 1.88 crore in excess of
the amount received for prospecting and estimation of limestone reserves. In
addition infructuous expenditure of ¥ 1.79 crore was incurred on deployment of
staff without any work.

The State Government entered into (May 2006) a Memorandum of Understanding
(MOU) with a private sector company for setting up of cement manufacturing unit*?
near limestone deposits in Gumma-Rohana area of Chopal (Shimla district). As per the
MOU, the company was required to obtain various approvals like mining lease, forest
clearance, environment clearance and finalisation of sites at their own cost. The
Geological wing of the Department was to undertake detailed prospecting and
estimation of limestone reserves on specific request of the company and charge service
charges as per rates fixed by the Government which included day to day expenses
towards operation and maintenance cost of the rigs and vehicles (POL charges, repair
charges, etc.), salary/ wages of the labour deployed for operating the drilling rigs and
charges of the departmental officials visiting the sites. Similarly, the Department
entered into (January 2008) an agreement with another private sector cement company
to undertake prospecting and estimation of limestone reserves in Dhara-Badhu area of
Sundernagar (Mandi district).

Scrutiny of the records of the State Geologist, Shimla showed that the Department
provided (July 2006 and September 2009) the services to both the companies by
deploying requisite staff and machinery for prospecting and estimation of limestone
reserves through core drilling work in limestone reserve areas of Chopal and
Sundernagar at the rate ¥ 5,500 per metre fixed by the State Government (last revised
in December 1999). The Department executed 21 number of bore holes with 1,621.30
metres of core drilling during 2010-14 and received X 0.89 crore from the companies.
However, the Department had incurred expenditure of ¥ 2.77 crore on its staff and

4 Payment released to HPSEDCL: ¥ 55.09 lakh and balance to be paid: ¥ 7.65 lakh.
Capacity of two million tonne clinker per annum to be converted into one million
tonne cement.
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machinery for core drilling work during the above period. Evidently, the expenditure
incurred was not commensurate with the amount received from the companies
rendering the expenditure of ¥ 1.88 crore unjustified. The Department had not initiated
any action either to reduce the expenditure or enhance productivity of core drilling
commensurate with expenditure incurred on deployment of staff for drilling work.

It was further noticed that the drilling work at Dhara-Badhu limestone deposits was
stopped in April 2013 due to non-obtaining of forest clearance by the company and
involvement of private land and that at Gumma-Rohana limestone deposits in
February 2014 due to difficulties in sourcing water for drilling work at the higher
elevations and want of forest clearances. However, the Department continued to
deploy its staff (driller, rigman, assistants and skilled/ unskilled workers ranging
between six and eight at each site) and machinery/ equipment at both the sites and
incurred an additional expenditure of ¥ 1.79 crore on payments towards salary
(X 1.75 crore) and miscellaneous expenditure (X 0.04 crore) during 2014-17, though no
receipt on account of drilling charges was received as the companies had requested
(April 2013 and February 2014) the Department to stop the drilling work. Thus, the
expenditure of I 1.79 crore on idle staff incurred by the Department had been
rendered infructuous.

The Department stated (January 2016-August 2017) that the drilling works were
stopped for want of forest clearance and the staff was not withdrawn with the
apprehension that the companies would get necessary permission at the earliest. The
reply is not acceptable as requisite clearances were to be obtained by the companies
before start of the works. Further, in spite of the work having being stopped the
Department continued to engage the drilling crew at site without any drilling work.

The audit findings were referred to the Government in June 2017. Reply had not been
received (November 2017).

Irrigation and Public Health Department

3.12 Non-accountal of pipes valuing ¥ 88 lakh

Improper accountal of inter division sale/ issue of surplus pipes resulted in
T 2.93 crore escaping budgetary process and non-accountal of pipes valuing
T 88 lakh.

As per CPWA Manual, the unspent budget allocations, deposits made by third parties
for execution of deposit works and amounts realised on inter division transactions are
initially placed under the Public Works Deposit to be drawn subsequently against
LOC. Drawal of funds placed under ‘Public Works Deposits’ from treasuries of the
State, by the divisional officers are regulated by letter of credit (LOC) issued by the
Superintending Engineers (SEs)/ Chief Engineers concerned. Under the Centralised
system for purchase of pipes, the purchase of pipes is carried out through Himachal
Pradesh Civil Supplies Corporation (HPSCSC) as per the requirements finalised by the
IPH Department. The payments against the supply orders are released by the Nodal
Division to the suppliers through HPSCSC out of the funds made available by way of
deduction from the LOCs of the concerned Divisions. The divisions in turn issue
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non-effecting LOC cheques to the nodal division for reconciliation of the receipt of
pipes/ accounts of HPSCSC on the basis of Goods Receipt (GR) Notes generated after
receipt of pipes.

Scrutiny of the records of the SE, Nahan Circle and six divisions revealed that Paonta
Sahib division received (March and April 2012) ¥ 2.05 crore from five divisions for
sale/ issue of surplus galvanized iron pipes and placed the sale proceeds under ‘Public
Works Deposits’. Against this, the Paonta Division supplied pipes valuing ¥ 1.17 crore
to five divisions and refunded (January 2015) the balance amount of I 88 lakh to
Nohradhar division. The following deficiencies were noticed:

(i) The amount realised on sale/ issue of pipes by Paonta Sahib division should
have been either transmitted to the Nodal Division on its receipt or retained
under the ‘Public Works Deposits’ Head. Audit observed that ¥ 2.05 crore
received towards sale/ issue of pipes by Paonta Sahib division was neither
remitted to the nodal division nor retained under the ‘Public Works Deposits’
head as the Deposit Statement of SE, Nahan Circle depicted ‘Nil’ balance.

(i)  Audit further observed that Nohradhar division had deposited of ¥ 1.19 crore for
sale/ issue of pipes with the Paonta Sahib Division in March 2012. However, the
Nohradhar division actually received pipes for ¥ 31.15 lakh from the Paonta
Sahib division. Further, Paonta Sahib division failed to provide the details of
receipt of pipes by Nohradhar division even though the similar detail in respect
of supply of pipes to other four divisions was found on records.

(iii)) On being asked in audit about the status of balance I 88 lakh, Paonta Sahib
division intimated that the same has been refunded back to Nohradhar division
vide Cheque No. A 106981 dated 17 January 2015. However, the remittance of
% 88 lakh was towards supply/ sale of pipes valuing ¥ 88 lakh (January 2015:
% 59 lakh and February 2015: ¥ 29 lakh) by the Nohradhar division.

(iv) This indicated non refund of I 88 lakh received from Nohradhar division in
March 2012 till date (October 2017) whose details were not found on records.
Thus, mismatch in the pipe transactions valuing I 88 lakh raised suspicion over
the genuineness of the receipt and accountal of pipes.

On being asked about non-depiction of sale proceeds of I 2.05 crore under the ‘Public
Works Deposit’, the Paonta Sahib division denied (January and August 2017) about
‘Nil’ balance on account of amount of sale of pipes as the same was lying under
‘Public Works Deposits’ head for which the LOC was being obtained. The division’s
reply is not acceptable as depiction of X 1.19 crore pertaining to Nohradhar division in
the Deposit Statement was contradictory, as the Paonta Sahib division had reported
refund of 88 lakh in January 2015 itself leaving balance X 31.15 lakh towards actual
sale of pipes to Nohradhar division as stated above.

Thus, ¥ 2.93 crore realised towards sale/ issue of surplus pipes by Paonta Sahib and
Nohradhar divisions, being savings in budget allocations was not remitted to the nodal
division by Paonta Sahib and Nohradhar division resulting in diversion of funds and
retention of Government funds out of the budgetary process of State. Further, improper
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accountal and mismatch in the interdivision transfer of pipes resulted in non accountal
of pipes costing ¥ 88 lakh.

The Audit findings were referred to the Government in July 2017. Reply had not been
received (November 2017).

3.13 Unfruitful expenditure on sewerage scheme

Failure of the Department in execution of sewerage scheme for Sarkaghat town in
a timely manner, in spite of availability of sufficient funds, resulted in unfruitful
expenditure of ¥ 4.14 crore and irregular expenditure of I 0.99 crore besides
blocking of ¥ 6.36 crore for more than three years.

The State Government accorded administrative approval (December 1995: X 5.62 crore
and revised in October 2011: ¥ 16.36 crore) for providing permanent sewerage system
for Sarkaghat town in Mandi district. For topographic convenience, the town was
divided into three zones*} (A, B and C). The scheme was stipulated to be completed in
two years.

Scrutiny of records of Sarkaghat division showed that:

(i) Against funds of ¥ 16.99 crore* available for execution of the scheme upto
2013-14, the division had incurred an expenditure of ¥ 10.63 crore® upto March
2017 and X 6.36 crore were lying unutilised under ‘Public Works Deposits’ for
more than three years.

(i1)) The work of Zone-A was completed in 2000 at an expenditure of I 0.16 crore.
Later on, due to construction of new houses in the zone and increase in the length
of the house sewerage connections from 146 rmt* to 308 rmt, the expenditure of
this zone had increased to ¥ 0.18 crore upto October 2011. However, the
Department had shown (June 2017) expenditure of ¥ 1.17 crore on this zone upto
March 2017 without assigning any reasons. Excess expenditure of ¥ 0.99 crore
on Zone- A already completed (October 2011) without obtaining revised sanction
of the competent authority was irregular.

(iii)) Sewerage treatment plant of Zone-B was commissioned in June 2015 after a
delay of 21 months and expenditure of ¥ 5.31 crore was incurred on this Zone
upto March 2017. However, against the provision of 394 household connections,
only 94 (24 per cent) connections had been released as of March 2017 due to
non-completion of some works*’ for want of clearance of land which indicated
that the sewerage treatment plant of Zone-B was not being utilised optimally.

(iv) The division had incurred an expenditure of ¥ 4.14 crore on works related to
Zone-C upto March 2017. In spite of availability of sufficient funds, the works
had not been completed/ commissioned as of June 2017. The scheme was lagging

43 Zone A: % 0.18 crore, Zone B: ¥ 5.95 crore and Zone C: ¥ 9.76 crore and three per cent
provision for contingencies: I 0.47 crore.
H IPH Department: I 2.31 crore (1995-96 to 2008-09) and deposit from Urban Development

Department: 314.68 crore (2008-09 to 2016-17).

From budget: ¥ 2.31 crore and from deposit of Urban Development Department: ¥ 8.32 crore.
Running metre.

Providing and laying of DI pipes dia 150 mm: 4,159 rmt. and 200 mm: 226 rmt.; construction
of furnishing tanks of 500 litres: 41, 1,000 litres: 19 and 1,500 litres: 4 and construction of
manhole chambers of various capacities: 289.

45
46
47
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behind the scheduled date of completion by 39 months due to the
following reasons:

. Private land was involved for laying 2.5 kms long main sewer line and the case
for acquisition of the land was pending in the office of the Land Acquisition
Officer (LAO), Mandi. The division had not ensured land acquisition since its
conceptualisation (December 1995) which reflected non-seriousness of the
Department in providing the intended sewerage facility in the town.

. Construction of 1.67 MLD capacity sewerage treatment plant (STP) for the Zone
was awarded (May 2000) to a contractor for ¥ 61.00 lakh and stipulated to be
completed within 18 months. The construction of the STP except providing and
installation of electrical and mechanical equipment was completed by the
contractor in June 2006. Penalty of ¥ 6.10 lakh had been imposed (March 2016)
on the contractor for non-completion of work in time which also had not been
recovered. Testing of the executed work of the plant had not been conducted by
the division due non-providing of supply of power by the division. Thus, the
sewerage system in Zone-C was not commissioned owing to laxity on the part of
the Department as of March 2017.

The Executive Engineer of the division stated (May 2017) that the scheme was delayed

due to non-completion of the work of the STP by the contractor and land acquisition

cases for the sewer line pending with the LAO, Mandi. Reply is not acceptable as IPH

Department failed to provide power connection to commission Zone-C. Besides, the

reply does not explain reasons for excess expenditure on Zone-A and non-acquisition

of the land for the sewer line for Zone-C in a time bound manner.

Thus, failure of the Department in execution of the sewerage scheme in a timely
manner, in spite of availability of sufficient funds, resulted in unfruitful expenditure of
% 4.14 crore and irregular expenditure of I 0.99 crore besides blocking of I 6.36 crore
for more than three years defeating the purpose of improvement of hygienic condition
of the town.

The audit findings were referred to the Government in June 2017. Reply had not been
received (November 2017).
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Labour and Employment Department

3.14 Skill Development Allowance Scheme

Skill Development Allowance (SDA) of ¥ 85.74 lakh was paid to 3795 trainees
enrolled in institutes which were not of acceptable standards. Payment of SDA of
T 1.02 lakh was made to 102 trainees of non-empanelled information technology
institutes. Failure of the Department to verify authenticity of claims led to
payment of SDA of ¥0.49 lakh to 49 persons on false documents. SDA of
< 25.00 lakh was paid to 625 trainees during 2013-17 who did not complete
training and dropped-out midway. Non-maintenance of employment records of
beneficiaries after skill development training meant that the scheme remained
limited to providing direct transfer of benefits without any mechanism for
measuring the achievement of envisaged outcomes.

3.14.1 Introduction

The State Government started a scheme named "Himachal Pradesh Payment of Skill
Development Allowance to Educated Unemployed Persons Scheme, 2013" also known
as "Kaushal Vikas Bhatta Yojana" in May 2013. The objective of the scheme is to
provide financial assistance to educated unemployed Himachali youth for their Skill
upgradation at the training institute of their choice with a view to providing them
employment or self-employment opportunities. The Government provided financial
assistance of ¥ 136.34 crore®® for skill development trainings to 1.66 lakh persons
during 2013-17.

3.14.2 Audit Objectives

Audit objectives were to see whether:

(i)  Planning for implementation of scheme was done adequately;

(i1)  The scheme was implemented efficiently and effectively; and

(ii1)) Internal control and monitoring mechanisms were adequate and effective.

3.14.3 Audit Scope

An audit of the implementation of the scheme for the period May 2013 to 2016-17 was
conducted (April-June 2017) by test-check of the records of the Director of Labour and
Employment and two (Kangra and Sirmour) out of 12 Regional/ District Employment
Officers (R/ DEOs). Records of 10 non-Information Technology (IT) institutes
(Government: three and private: seven) and 20 private IT institutes in above districts
were also test-checked. Followings are audit findings.

3.14.4 Eligibility for Skill Development Allowance

Skill Development Allowance (SDA) is available to eligible persons in accordance
with the procedures laid down by the State Government. Applications (alongwith
admission certificate of enrolment in institute) for sanction of SDA are submitted to
the DEO by the candidates enrolled in skill development training in recognised
institutes. After verifying the details viz. category, income and enrolment in
employment exchange, the payment of the SDA is made in the bank accounts of the

48 2013-14: % 13.96 crore (42,077 persons), 2014-15: ¥ 28.69 crore (31,689 persons), 2015-16:
%40.01 crore (40,532 persons) and 2016-17: X 53.68 crore (51,877 persons).
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beneficiaries. SDA at a rate of ¥ 1,500 per month for physically challenged and
% 1,000 per month for other categories was payable to the eligible beneficiaries in the
age-group of 16 to 36 years for a maximum period of two years.

3.144.1 Setting up of minimum criteria or quality standards for selection/

empanelment of institutes for skill development
In order to be eligible for the SDA, applicants are required to be enrolled in a skill
development course in any training institute, including private training institutes.

It was, however, observed that minimum criteria or quality standards for private
training institutes were not prescribed at the time of commencement of the scheme
(May 2013). These were notified only in December 2013 (for non-IT training
institutes) and February 2014 (for IT training institutes), on the basis of which
empanelment of private training institutes was to be done by District Level
Committees (DLCs) after conducting inspections. It was decided (January 2014) that
applicants enrolled only in empanelled private training institutes would be eligible to
receive SDA.

In the two districts (Kangra and Sirmour) the DLCs conducted inspections of private
training institutes during December 2013 to March 2014 with reference to the
prescribed criteria*® and empanelment of institutes was done as depicted below:

Table-3.14.1: Details of inspections conducted of private training institutes in test-checked
districts during December 2013 to March 2014
(In number)

District Total number Empanelled training institutes Non-empanelled training
of private institutes
training No. Enrolment SDA paid | No. | Enrolment SDA paid
institutes (X in lakh) (R in lakh)
Kangra 106 1 20 1.40 105 329 7.12
Sirmour 265 80 3,731 128.16 185 3,466 78.62
Total 371 81 3,751 129.56 290 3,795 85.74

Source: Departmental figures.

As can be seen from the above details, 290 private training institutes in test-checked
districts were not empanelled as they did not meet the minimum prescribed criteria
(availability of proper infrastructure, accreditation of institutes by State/ Central
Government agency, affiliation from reputed IT institute, etc.). Audit observed that
3,795 persons were enrolled in these non-empanelled institutes, and paid (between
May and December 2013) SDA of X 85.74 lakh. Thus, lack of mechanism to ensure
quality of training imparted by private training institutes in time, resulted in SDA of
% 85.74 lakh being paid to trainees enrolled in institutes which did not meet the
acceptable standards. Details regarding completion of training or employment
status of these 3,795 beneficiaries were neither available with the Department nor

with the DEOs.

¥ (i) Criteria for empanelment for non-IT institutes were infrastructure capacity, accreditation by

State or Central Government agency, experience of the organisation in imparting training in
Government/ PSUs/ Private Organisation and quality of training offered. (ii) In addition to
above, criteria for IT-institute were that it should be reputed private institute offering various
computer trainings. Franchisees of the above mentioned private institutes were also eligible
provided that the evaluation and certification was done by the above mentioned private
institutes (parent organisation).
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The Director of Employment stated (June 2017) that the guidelines were evolved in
December 2013 and February 2014 as per the prevailing situations of the time and
feedback/ suggestions received from the stake holders. The reply is not acceptable as
the norms/ standards for empanelment of the institutes should have been formulated
before or at the time of launching the scheme.

3.144.2 Functioning of training institutes after empanelment

A total of 261 non-IT private training institutes were empanelled in the State based on
minimum quality standards/ criteria notified by the State Government in
December 2013. Audit observed that there was no prescribed system of periodical
monitoring or inspections to ensure that, these institutions continued to operate and
maintain quality standards for training.

Test-check of records of DEO, Sirmour showed that 48 empanelled private training
institutes (out of 99) had been closed as of March 2017. The DEO, however,
had obtained this information on the basis of suo motto random inspections
(in March-April 2017). No record/ information regarding date of closure of these
institutes, the details of trainees enrolled and SDA paid was available with the
Department. As a result, audit was unable to ascertain whether training was imparted
and quality standards were maintained and how SDA was paid to the trainees of
non-functional empanelled institutes.

The DEO, Sirmour replied (May 2017) that these institutes had not sent intimation
about their closure, in the absence of which payment of SDA could not be stopped to
the trainees enrolled in these institutes. The reply is not acceptable as responsibility of
ascertaining whether institutes are continuing to function and are fulfilling quality
standards prescribed must rest with the Department and a suitable mechanism for the
same needs to be formulated and enforced.

3.14.4.3 Payment to trainees enrolled in non-empanelled institutes

The State Government issued directions (January 2014) to all DEOs to stop
payment of SDA to beneficiaries receiving training in any institute other than
empanelled institutes.

Scrutiny of records of the REO, Kangra showed that payment of SDA of X 1.02 lakh
was made (March 2014) to 102 trainees of non-empanelled IT institute, for the month
of February 2014, in disregard of the directions referred to above, as the institute was
neither empanelled by the State Government nor accredited to any quality certification
body. The REO, Kangra replied that it would take time to check each case.

3.14.4.4 Claim of SDA on false documents

In Kangra district a private training institute not empanelled by Regional Employment
Officer, Dharmshala submitted admission certificates for 49 candidates in the name of
an empanelled training institute enabling them to obtain the benefit of SDA of
% 0.49 lakh for the month of September 2014. Evidently, the Department failed to
verify the authenticity of documents and this amounted to fraud of SDA to above
extent. The REO, Kangra stated that an FIR had been lodged against the institute and
an amount of ¥ 0.08 lakh had been recovered from eight beneficiaries.
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3.14.4.5 Lack of mechanism to check double payments

Scrutiny of records in two test-checked districts showed that double payments of SDA
amounting to ¥ 1.51 lakh were made to 27 beneficiaries during 2015-17. The double
payments had been made to 25 beneficiaries (3 1.46 lakh) for overlapping periods due
to incorrect compiling of data by the Department and that in two cases (% 0.05 lakh),
the candidates had applied twice for SDA showing enrolment in two different
institutes. Audit further observed that there was no mechanism to share information in
case a beneficiary moved/ transferred from one institute to another, as a result of
which, there was a risk of double payment of SDA to the same beneficiary.

The REO/ DEO, Kangra and Sirmour stated that double payment had been made
inadvertently owing to rush of work and shortage of staff, and that there was no
mechanism to check double application/ payment in the manual / offline mode.

3.14.5 Mechanism for regular attendance and completion of training

Para 11(b) of the scheme guidelines prescribed that SDA was payable from the month
of application until March of the respective financial year, and thereafter for another
year upon production of fresh affidavit/ self-declaration regarding continuation of
enrolment in the skill development training. Thus, the beneficiary was required only to
enroll in skill development training and thereafter merely to intimate the DEO at the
beginning of the following financial year regarding continuation of such enrolment.

Scrutiny of records in Kangra and Sirmour districts showed that there was no
mechanism to check regular attendance of the beneficiary and completion of the skill
development training for which he was receiving SDA. Apart from obtaining fresh
affidavit/ self-declaration of continuation of training for another year from the
beneficiary at the beginning of the following financial year, attendance records and
training completion information were not obtained by the DEOs/ Department from the
training institutes. Audit found that:

o 513 candidates™ did not complete training and dropped-out midway during
2013-17. These candidates were paid SDA of ¥ 22.53 lakh.

. 112 candidates enrolled in 28 institutes’' had dropped out from trainings;
however, SDA of ¥ 2.47 lakh was paid to these trainees for a period ranging
between one and 17 months by the DEOs concerned between September 2015
and March 2017, even after receipt of intimation of these candidates having
dropped out from the institutes concerned.

Thus, the Department had not ensured that the beneficiaries to whom SDA was being
paid were actually attending and completing the training, and the payment of SDA of
T 25 lakh (X 22.53 lakh + ¥ 2.47 lakh) was irregular.

The DEO, Sirmour stated that, there is no safeguard to prevent the payment of SDA to
trainees not regularly pursuing the trainings. It was further stated that overpayment was
inadvertent owing to rush of work and shortage of staff. The REO, Kangra stated

0 Kangra: 339 (% 14.91 lakh) and Sirmaur: 174 (% 7.62 lakh).
3 Kangra: 96 candidates (23 institutes) I 1.63 lakh (1-3 months) and Sirmaur: 16 candidates
(five institutes) ¥ 0.84 lakh (1-17 months).
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that such data had not been maintained by the Department and all cases would be
checked individually.

3.14.6 Non-maintenance of records relating to employment of beneficiaries after
receiving skill development training

The objective of the Skill Development Allowance scheme was to provide an

allowance to youth in order to enable them to upgrade their skill and obtain

employment or self-employment.

Scrutiny of records showed that although SDA of X 136.34 crore had been paid to
1.66 lakh beneficiaries between May 2013 and March 2017, no record pertaining to
employment of these beneficiaries was maintained at any level. Thus, the State
Government did not have any mechanism to ascertain the extent to which payment of
SDA and enrolment in skill development training had improved employability and
whether the objective of the scheme was being achieved.

The Director stated that no provisions of SDA scheme had been violated. The REO,
Kangra and DEO, Sirmour stated that employment record of beneficiaries was not
maintained as there was no provision in the guidelines of the SDA scheme and owing
to shortage of staff. The fact, however, remains that in the absence of any provision for
maintenance of employment/ placements data of SDA beneficiaries, the State
Government had no mechanism to ascertain whether envisaged outcomes of the
scheme were being achieved or not.

3.14.7 Inadequate controls and shortcomings in the online system for
implementation of SDA scheme

The State Government launched (September 2016) a website/ online system for

implementation of the SDA scheme. Test-check of the application and data pertaining

to the test-checked districts showed that the online system lacked several important

controls and features, as highlighted below:

e Lack of controls to check double SDA applications

Data previously maintained in offline mode (manual records) had not been migrated to
the online system; thus, there was no check against a beneficiary already receiving
SDA applying afresh through the online mode. Further, if a candidate simultaneously
applied to two different employment exchanges for SDA through the online system,
the system was unable to detect double applications. Thus, the online system/
application lacked controls to address the risk of double payment.

¢ Lack of functionality to obtain institute-wise beneficiary information

There was no functionality in the system to generate institute-wise beneficiary
information/ reports. As a result, there was no mechanism through which the
Department could fetch institute-wise beneficiary details and stop payment of SDA to
all trainees enrolled in closed/ non-empanelled institute(s). SDA could only be stopped
individually for each beneficiary after obtaining his/ her training institute details from
manual records.
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In the two test-checked districts, 50 institutes’> were closed between 2013 and 2017;
however, the Department was neither able to remove these institutes from the
empanelled list of training institutes nor could fetch any details of trainees/
beneficiaries enrolled in these institutes so that payment of SDA to them could be
stopped at one go. In the absence of such functionality, this was being done manually
by scrutinising each beneficiary's application from manual records. Thus, there was a
risk of payment of SDA to beneficiaries of closed/ non-empanelled training institutes.

e Lack of functionality to restrict admissions to the approved intake

Training institutes were required to restrict admissions to an approved intake as
prescribed by the respective affiliating organisation, but the online system did not have
any built-in functionality to restrict admissions to the approved intake.

In the two test-checked districts, three? institutes made 251 admissions in IT/ Diploma
in Computer Programming Application courses during 2016-17 which was in excess
(by 106 admissions) of the approved intake of 145. As a result, not only were there
doubts over the quality of training imparted by these institutes to trainees admitted in
excess of the approved intake, but also over the usefulness of SDA paid to these
trainees as the training completion certificates issued to them were not authorised by
the affiliating organisation.

3.14.8 Conclusion

The scheme had certain shortcomings in terms of both design and implementation. The
scheme was rolled-out without specifying minimum quality standards for private
training institutes. Further, even after quality standards were prescribed and
empanelment of private training institutes was done, there was no mechanism to ensure
continuance and quality of training imparted by these private training institutes.
Inadequate internal controls resulted in payments to beneficiaries enrolled in non-
empanelled training institute. There was no mechanism to ensure regular attendance
and completion of training by scheme beneficiaries which hindered the achievement of
scheme objectives. The online system for implementation of the scheme had several
gaps. Further, non-maintenance of any employment records of beneficiaries after skill
development training meant that the scheme remained limited to providing direct
transfer of benefits without any emphasis on measuring the achievement of envisaged
outcomes.

The audit findings were referred to the Government in July 2017. Reply had not been
received (November 2017).

Kangra: two and Sirmour: 48.
3 AISECT Computer Centre, Baijnath; Global Sai Education, Dharamsala and IGET
Institute, Shillai.
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Medical Education and Research Department

3.15 Pradhan Mantri Swasthya Suraksha Yojana

Construction of new All India Institute of Medical Sciences at Bilaspur and
super-speciality block for Indira Gandhi Medical College, Shimla was not started
due to delay in land acquisition and lack of planning in selection of site
respectively. In Dr. Rajendra Prasad Government Medical College Tanda, severe
manpower shortages and lack of required equipment resulted in denial of
facilities and services to patients. Indecision in selection of executing agency led to
non-completion of construction of 1% year MBBS students’ hostel and non-
execution of work of Post Graduate students’ hostel in spite of release of
T 15.09 crore to the executing agencies.

3.15.1 Introduction

Government of India (GOI) launched the Pradhan Mantri Swasthya Suraksha Yojana
(PMSSY) in March 2006 with the objective of correcting imbalances in availability of
affordable and reliable tertiary healthcare. The scheme envisaged setting up of new All
India Institute of Medical Sciences (AIIMS) and Upgradation of Government Medical
Colleges (GMCs) across the country. In Himachal Pradesh (HP), two GMCs were to
be upgraded — Dr. Rajendra Prasad Government Medical College (RPGMC), Tanda
(Kangra) and Indira Gandhi Medical College (IGMC), Shimla while a new AIIMS was
also proposed to be established in the State under the scheme.

3.15.2 Audit Objectives

Audit objectives were to see whether:

) The scheme was properly planned and covered all requirements of tertiary
healthcare services;

(i1) Adequate funds were available and utilised optimally;
(1)  Availability of physical and human infrastructure was adequate; and
(iv)  Effective mechanism was in place for monitoring of the scheme.

3.15.3 Audit Scope

An audit of the implementation of the PMSSY for the period 2014-15 to 2016-17 was
conducted during April-June 2017 by test-check of records in the office of Director,
Medical Education and Research (DMER), records pertaining to establishment of new
AIIMS; records and work done in RPGMC, Tanda and IGMC, Shimla. Followings are
audit findings:

3.15.4 Slow progress in establishment of new AIIMS at Bilaspur

In December 2014 the State Government selected a site in Bilaspur district for
establishment of a new AIIMS and sent a proposal (March 2015) to GOI.

The site measuring 99.42 hectares, was owned by three departments (Animal
Husbandry Department: 51.20 hectares; Forest Department: 35.27 hectares and
Revenue Department: 12.95 hectares) and only 55.09 hectares of land (55 per cent)
had been acquired and transferred in the name of the Department as of August 2017.
The remaining 44.33 hectares of land had not been transferred owing to non-receipt of

clearance from Forest Department (35.27 hectares of land) and no-objection certificate
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from the Animal Husbandry Department (9.06 hectares of land). GOI had stipulated
that the project should be completed within 48 months whereas the Department had not
been able to complete the process of acquisition and transfer of land even after
27 months thereby adversely impacting timely project delivery. The DMER stated
(June-August 2017) that transfer of land to the Department was in progress. The reply
is not acceptable as the forest clearance case had not been sent to GOI due to non-
preparation of site development plan by the Health and Family Welfare Department,
while records showed that the Animal Husbandry Department had refused to transfer
the remaining part of the land.

3.15.5 Delayed upgrading of Indira Gandhi Medical College (IGMC), Shimla

GOI approved (January 2014) the upgrading of IGMC, Shimla at a project cost of
% 150.00 crore (Central share: ¥ 120.00 crore and State share: I 30.00 crore). The
project involved upgrading of existing departments, procurement of medical
equipment and services, construction of trauma centre and super-speciality block.
M/s Hospital Services Consultancy Corporation (HSCC) Limited was appointed by
GOI as consultant for the project.

Following site visits (March 2014) and preparation (March 2014) of concept plan,
M/s HSCC (consultant) sent the project report for construction of super-speciality
block to GOI in May 2015 and was paid ¥ 20 lakh in July 2015 for above purpose.
GOI accorded approval for the same in November 2015 and directed the consultant to
start preparatory project activities immediately.

Audit noticed that the site selected was not encumbrance free, and the project involved
dismantling of existing buildings, shifting of electricity sub-station, high tension line,
underground water and sewerage lines, and cutting of 66 trees. These aspects,
however, should have been anticipated before selection of the site. The State
Government decided (October 2016) to shift the proposed site of super speciality block
to another site at Chamyana (Shimla district). The work had not been started as of
June 2017 as preparation of concept plan and project report needed to be done afresh.
Thus, lack of foresight in planning had delayed implementation of the project.

The Assistant Controller (Finance & Accounts), IGMC, Shimla stated (August 2017)
that the site had to be shifted due to lack of proper space and forest issues, and the
State Government decided to construct the super speciality block at Chamyana.

3.15.6 Upgrading of Dr. Rajendra Prasad Government Medical College
(RPGMC), Tanda

GOI approved (February 2009) the upgradation of RPGMC, Tanda at a project cost of
3 150 crore (Central share: I 125 crore; State share: I 25 crore).

The project involved construction of super-speciality block; procurement of equipment
and furniture; installation of gas pipeline system and manifold facility rooms; civil
works such as construction of hostels, examination halls, lecture theatres and library
and campus computerisation.
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3.15.6.1 Shortage of manpower in super specialist departments

Audit observed that although a super-speciality block having capacity of 209 beds and
seven>* super-speciality departments had been set up (March 2014), there was acute
shortage of medical and other staff in the super speciality block which was severely
impacting service delivery (as highlighted in para 3.15.4.2). The position is depicted in
Table 3.15.1:

Table-3.15.1: Position of manpower in super specialist departments
(In numbers)

Category of Staff Requirement | Persons-in- | Shortage Shortage
Position (in per cent)
Professors 6 1 5 83
Associate Professors 6 2 4 67
Assistant Professors 9 7 2 22
Senior Residents 44 3 41 93
Total (Medical Staff) 65 13 52 80
Paramedical/ Nursing/ Support Staff 219 20 199 91
Total 284 33 251 88

Source: Departmental figures.

It was further found that although posts of Professors, Associate Professors, and
Assistant Professors had been sanctioned, the Department had not sanctioned posts of
Senior Residents and other paramedical/ nursing/ support staff despite requirement
(excluding requirement for staff nurses) having already been sent by RPGMC, Tanda
to DMER in March 2013.

The Principal stated (May-June 2017) that posts of doctors could not be filled due to
non-availability of eligible doctors/super-specialists in the State, and that the matter of
filling of posts had already been taken up (March 2013) with the State Government.

3.15.6.2 Non-functional departments/ services in super-specialty block

Audit observed that out of seven super-specialty departments, two departments, i.e.
Cardio-Thoracic and Vascular Surgery (CTVS) and Nephrology were non-functional
after having been made functional for five and two months respectively™. It was found
that these two departments were non-functional owing to absence of staff as both
Assistant Professors posted in these departments had been deputed to IGMC, Shimla.
As a result, patients could not avail of these services, and the equipment valuing
% 0.78 crore installed in the CTVS department were lying idle.

Audit also observed that the Indoor Patient Department (IPD) in the super speciality
block remained non-functional due to non-availability of staff. Against 12 posts of
Professor and Associate Professor, only three posts (one Professor and two Associate
Professors) were filled as of May 2017. Further, there were only three Senior
Resident doctors as against the requirement of 44. As a result, only day-care services

54 Cardiology, Nephrology, Cardio-Thoracic and Vascular Surgery (CTVS), Neurology,

Neurosurgery, Gastroenterology; and Oncology-Radiotherapy.

Department of Cardio-Thoracic and Vascular Surgery was functional only from 19 October 2015
to 05 March 2016 and Department of Nephrology remained functional only from
17 December 2016 to 09 February 2017.

55
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(from 10 am to 4 pm) were being provided and patients in need of indoor care had to
make their own arrangements outside the hospital beyond 4 pm.

The Principal, RPGMC, Tanda stated (June 2017) that the Government had already
been requested to post the required staff in March 2013 and February 2017.

3.15.6.3 Non-functional operation theatres in super-speciality block

Audit found that construction/ installation of four modular operation theatres (OTs)
having estimated cost of ¥ 3.90 crore and three normal OTs with estimated cost of
% 0.90 crore in the super speciality block required to be completed within four months
from the start (December 2014) of work had not been completed and made functional
as of May 2017. It was found that this was because of non-availability of uninterrupted
power supply in the block, owing to supply of only one diesel generator (DG) set and a
diesel tank with capacity of only 1,000 litre against the requirement of two DG sets
(each having 750 KW capacity) and a 10,000 litre diesel tank as had been stipulated in
the scope of work/ bill of quantities. Further, the institute had not taken up the matter
with M/s HSCC Limited (executing agency) until March 2017. Thus, patients
remained deprived of OT facilities in the super speciality block.

The Principal, RPGMC, Tanda stated (June 2017) that the matter of installation
of DG sets and construction of a 10,000 litre diesel tank had been taken up with
M/s HSCC Limited.

3.15.6.4 Non-receipt/ non-procurement of medical equipment

GOI allocated funds of < 33.00 crore for procurement of 20 items of medical
equipment required in the super speciality block and released (November 2011)
¥ 17.50 crore to the State Government. As per the directions of GOI, the State
Government further released the amount to M/s HLL Lifecare Limited in March 2013
for procurement and installation of the equipment.

It was, however, noticed that neither was any timeframe specified for supply of
equipment nor was there any penalty provision in case of delay. M/s HLL Lifecare
Limited placed supply orders (between March 2015 and March 2017) for procurement
of 18 items after delay of one to three years from the date of start (March 2014) of the
super speciality block, while supply order for the remaining two items (Table-3.15.2)
had not been placed due to non-completion of price evaluation process. While 14 out
of 18 items had been supplied and installed (between August2015 and
February 2017), four items worth ¥ 21.28 crore had not been received as of
August 2017.

Table-3.15.2: Details of non-receipt/ non-procurement of medical equipment
 in crore)

Item of equipment yet to be received Rate Qty. | Amount involved
C Arm ERCP (Gastroenterology Department) 0.35 1 0.35
Argon Plasma Coagulation (Gastroenterology Department) 0.16 1 0.16
Linear Accelerator (Radiotherapy Department) 16.15 1 16.15
CT Simulator (Radiotherapy Department) 4.62 1 4.62
Neuro couches (Neurology Department) Order yet to be placed
Temporary Pulse Generator (Cardiology Department) Order yet to be placed

Total 21.28

Source: Departmental figures.
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In addition to the above, audit observed that procurement of five items of equipment
costing ¥ 1.00 crore for the Neurosurgery department was deferred until posting of a
Neurosurgeon in the Department. Scrutiny, however, revealed that although the
Neurosurgeon had joined (January 2016), the required equipment had not been
procured as of June 2017. In the interim period (February 2016 to May 2017),
2,762 patients>® were attended to by the Neurosurgery department, but in 165 cases
where the required equipment was needed for basic and advanced neurosurgical
procedures, the patients were referred elsewhere.

The Principal RPGMC, Tanda stated (June 2017) that procurement of the aforesaid
equipment was under process. Further, the matter of procurement of equipment for
Neurosurgery Department had been brought (March 2017) to the notice of
the Government.

3.15.6.5 Unutilised computers, tablets and other peripherals

Campus computerisation project in RPGMC, Tanda envisaged creation of
infrastructure including a data centre, institute-wide wireless connectivity, automation
applications, etc. The State Government approved the project for automation work in
September 2013 at an estimated cost of ¥ 39.85 crore.

Audit observed that the stipulated period of completion of the project was 18 months
from the date of placing supply orders (June 2015), but the project had not been made
fully operational as of March 2017 after incurring expenditure of ¥ 13.76 crore. Of
this, ¥ 3.94 crore had been spent on procurement of 985 items (desktop computers,
tablets, and other peripherals) received in August-September 2015, but 821°7 of these
items remained undistributed as of June 2017.

The Principal, RPGMC, Tanda stated (June 2017) that the items could not be
distributed for want of power back-up, activation of Wi-Fi and software
(Hospital Management Information System). He further stated that the same would be
distributed shortly as tenders for procurement of DG set and UPS had been floated and
the software was being procured. The reply needs to be considered in view of the fact
that lack of required infrastructure and software had resulted not only in the equipment
remaining idle but also in non-completion of the campus computerisation project.
Further, the warranty period of the computers, tablets and other peripherals had
already expired, and liability for any defects/ maintenance needs would have to borne
by the institution.

3.15.6.6 Non-completion/ non-execution of work of hostel construction

The State Government accorded (March 2013) administrative approval (AA) of
% 12.16 crore and ¥ 14.57 crore for construction of 1% year MBBS students’ hostel and
Post Graduate (PG) students’ hostel respectively, on the basis of preliminary drawings
and estimates from Himachal Pradesh Public Works Department (HPPWD)
(November-December 2012), for completion within a period of 24 months. Funds

5 OPD: 2,135 and IPD: 627 (including 128 surgery and 165 referral cases).

57 Desktop computers: 133; Workstations: 08; Network Printer: 44; Laserjet Printers: 122;
HP Tablets: 231; Voice over Internet Protocol Smart Video set: 113 and Voice over Internet
Protocol Audio set: 170.
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amounting to I 10.00 crore were released (August 2013) to Principal, RPGMC, Tanda
for execution of above works.

Scrutiny revealed that funds of I 2.30 crore were drawn and deposited (March 2014)
with HPPWD for the aforesaid works but work was not started. The State Government,
therefore, decided (June 2014) to award the work on the same approved estimates to
M/s Hospital Services Consultancy Corporation (HSCC) Limited without any written
assurance from the company that it would execute the work on these estimates, and
released (March 2015) ¥ 8.86 crore to the company. In turn, M/s HSCC Limited
submitted (July 2015) fresh estimates of ¥ 23.22 crore for the construction of only
1*" year MBBS students’ hostel. The State Government went back on its decision and
again awarded (January 2016) this work to HPPWD. The work was started in
June 2016 and an expenditure of I 3.30 crore was incurred against total release of
% 6.23 crore as of June 2017.

The construction of PG students' hostel was awarded (May 2017) by the State
Government to HSCC with the direction that I 8.86 crore already deposited
(March 2015) with the company would be used for this work. The company, however,
had not started the work as of August 2017. Thus, indecision in selection of executing
agency led to non-completion of construction of 1% year MBBS students’ hostel and
non-execution of work of PG students’ hostel, denying students of the intended
hostel facilities.

The Principal, RPGMC, Tanda stated (June 2017) that construction of 1% year MBBS
students’ hostel would be completed by December 2017.

3.15.6.7 Non-recovery of amount pertaining to rejected items

RPGMC, Tanda placed (December 2013) supply order for six items of equipment
costing ¥ 30.21 lakh on Managing Director, Himachal Pradesh General Industries
Corporation (HPGIC) Limited. Advance payment of ¥ 15.11 lakh was made to HPGIC
Limited in December 2013. Audit, however, found that two of the six items costing
¥ 4.52 lakh® were rejected (February 2014) upon receipt as they did not meet the
required specifications. Despite this, the office released (March 2015) the balance
amount to HPGIC Limited without deducting the amount for rejected items. No action
had been initiated for recovery of the amount or replacement of the items as of
June 2017. The Principal RPGMC, Tanda stated (June 2017) that payment for rejected
items was made due to oversight and action for recovery would be initiated shortly.

3.15.6.8 Irregular procurement of computers

As per Rule 102 of Himachal Pradesh Financial Rules, 2009, procurement of goods
valuing ¥ 10.00 lakh and above shall be made by adopting advertised tender system.
Further, decision-1> under appendix 10 of HPFR, Vol-II stipulates that procurement
should be done through a competitive system and Himachal Pradesh State Electronics
Development Corporation Limited (HPSEDCL) should be directed to participate in the
tendering process.

38 Wheel chairs (24): ¥ 1.24 lakh and Examination tables (64): ¥ 3.28 lakh.
9 Letter No. Fin-E-1-A(A) 8/99, dated 03 March 2000.
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Scrutiny of records, however, revealed that contrary to the provisions cited above,
computers costing I 16.70 lakh for different departments were procured (March 2013)
through HPSEDCL on rate contract basis on the orders of Special Secretary (Health)
without adopting any tendering process, thus depriving the institute from the benefit of
competitive rates.

The Principal, RPGMC, Tanda stated (August 2017) that the items were purchased
keeping in view the directions issued by the Government. The reply is not acceptable
as the aforementioned orders of Special Secretary (Health) were in contravention of
the financial rules cited above.

3.15.6.9 Non-submission of utilisation certificates

Scrutiny of records revealed that funds amounting to ¥ 42.50 crore were received
(between November 2011 and January 2015) by RPGMC, Tanda from GOI under
PMSSY. These funds were further released® to the executing agencies between March
2013 and April 2015.

It was, however, noticed that utilisation certificates (UCs)/ completion certificates
(CCs) were not obtained by the institute as of May 2017 and thus proper utilisation of
funds released to the executing agencies could not be ascertained. Moreover,
non-submission of UCs resulted in further non-release of ¥ 10.00 crore by GOI which
were meant for civil works. The Principal stated (May 2017) that efforts were being
made to obtain UCs/ CCs from the executing agencies.

3.15.6.10 Drawing of funds in advance of requirement

As per Rule 2.10(b)(5) of HPFR Vol-1, 1971, no money should be drawn from the
treasury unless it is required for immediate disbursement and that it is not permissible
to draw advances from the treasury for execution of works, the completion of which is
likely to take considerable time.

Audit noticed that funds amounting to ¥ 9.58 crore were drawn from the treasury at the
end of the financial year 2010-11 (March 28, 2011) for procurement of medical
equipment. The equipment, however, were purchased®! between 2011-12 and 2015-16.

The Principal, RPGMC, Tanda stated (June 2017) that the funds were drawn as a
special case for the purchase of equipment for various departments under PMSSY. The
reply is not acceptable as the equipment were purchased over a period of more
than five years from the date of funds being drawn, indicating that the requirement was
not immediate.

3.15.6.11 Monitoring/ Internal control mechanism

Audit noticed that funds amounting to I 10.00 crore had been transferred
(August 2013) by GOI to RPGMC, Tanda for execution of civil works, but the
institution was unaware of the money having been deposited until January 2015 as

60 March 2013: ¥ 17.50 crore to M/s HLL Lifecare Limited for procurement of equipment;

March 2015: ¥ 10.00 crore to M/s HSCC Limited and HPPWD for civil works and April 2015:
¥ 15.00 crore to M/s HSCC Limited for Medical Gas Pipeline System and Modular/
Normal OTs.

ol 2011-12: ¥ 3.42 crore; 2012-13: ¥ 2.75 crore; 2013-14: ¥ 2.52 crore; 2014-15: % 0.57 crore;
2015-16: % 0.29 crore and X 0.03 crore was lying unspent as of June 2017.

140 Page



Chapter-111: Compliance Audit

reconciliation with the bank was not being done. In the meantime, RPGMC, Tanda had
been sending requests for funds while the money was already lying in its savings bank
account. The Principal RPGMC, Tanda stated (June 2017) that no letter regarding
transfer of funds was received from GOI. The reply is not acceptable as GOI had
already conveyed the sanction to RPGMC, Tanda in July 2013, and regular
reconciliation with the bank would have avoided any confusion.

3.15.7 Conclusion

Neither the construction of new AIIMS in Bilaspur nor the works envisaged under
upgradation of IGMC, Shimla had been started. In RPGMC, Tanda, severe manpower
shortages and lack of required equipment resulted in denial of facilities and services to
patients who had to be referred to other health institutions. Certain items of equipment
had not been received/ procured and construction of hostels was delayed. As a result,
the primary objective of the scheme - correcting imbalances in availability of
affordable/ reliable tertiary healthcare services - remained unachieved in the State. The
State Government may consider addressing the issues highlighted in order to achieve
intended outcomes.

The audit findings were referred to the Government in July 2017. Reply had not been
received (November 2017).
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3.16 Non-creation of infrastructure in General Nursing and Midwifery schools
and diversion of funds

Non-release of State share of ¥ 1.78 crore and diversion of ¥ 3.00 crore to General
Nursing and Midwifery schools not approved by Government of India led to
non-creation of intended infrastructure even after lapse of more than four years.

Government of India (GOI) started a Centrally Sponsored Scheme “Upgrading/
Strengthening of Nursing Services” (Scheme) during 2012-13 which envisaged
establishment of Auxiliary Nurse and Midwifes (ANM) schools and General Nursing
and Midwifery (GNM) schools in States including Himachal Pradesh.

A Memorandum of Understanding (MoU) was signed (November 2012) between the
Ministry of Health and Family Welfare, GOI and the State Government for
establishment of one GNM school at Chamba and strengthening of two existing GNM
schools at Nahan and Mandi. The MoU stipulated that the scheme was applicable to
only three identified districts and that the cost was to be shared between GOI and the
State Government in the ratio of 85:15. The Director, Medical Education and Research
(DMER) received (April 2013) X 10.14 crore from GOI for establishment/
strengthening of these three schools.

Audit scrutiny showed that as of March 2017, the State Government had not released
its share of 15 per cent amounting to ¥ 1.78 crore.

Further, it was found that the State Government, in violation of the terms of the MoU,
decided (November-December 2013) to distribute the funds received from GOI
amongst six GNM schools in the State rather than only to the three GNM schools
approved by GOI. Accordingly, DMER released (December 2013) ¥ 10.00 crore®? to
six GNM schools®®, of which ¥ 3.00 crore were released to three unapproved
GNM schools. The funds released to the three unapproved GNM schools remained
unutilised for more than two years, after which a decision to recover these funds was
taken by DMER (September 2015) upon demand of utilisation certificates
by GOI %295 crore® (including interest of ¥ 25.57 lakh) had been recovered
(January 2016-July 2016) which were lying unutilised with DMER as of March 2017
while recovery of ¥30.00lakh released to one unapproved GNM school®
remained pending.

As a result of non-release of State share and diversion of funds to unapproved GNM
schools, funds made available to approved GNM schools became insufficient in two
cases (GNM schools at Chamba and Mandi), as depicted in Table 3.16.1:

62 Remaining funds of ¥ 14.00 lakh and interest earned thereon were lying with the DMER.

63 Approved GNM schools at Chamba: ¥ 3.00 crore; Nahan: ¥ 2.00 crore; Mandi: ¥ 2.00 crore.
Unapproved GNM schools at Bilaspur: ¥ 1.00 crore; Rampur (Shimla): ¥ 1.00 crore; RPGMC
Tanda: ¥ 1.00 crore.

64 CMO Shimla: ¥ 1.05 crore; CMO Bilaspur: X 1.09 crore; Principal, RPGMC, Tanda:
% 80.97 lakh including interest.
65 GNM school at RPGMC, Tanda.
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Table-3.16.1: Physical and financial status of approved GNM schools

(X in crore)

GNM Civil works Other components® Remarks
school [ Approved | Funds available/ | Funds | Funds Funds
estimates released utilised | available | utilised
The work remained suspended
since January 2016 after
execution of 30 per cent work for
Chamba 6.78 2.8087 2.80 1.50 -- | want of additional funds. Funds
for other components were lying
unutilised due to non-completion
of civil works.
Work had not been started.
. % 1.00 crore for civil works and
Mandi 305 1.00 N 1.00 0.37 % 63 lakh for other components
were lying unutilised.
Work  was  administratively
Nahan 0.88 1.00% | 0.88 1.00 0.33 | @pproved in - November 2015.

% 67 lakh under other components
were lying unutilised.

As can be seen from the above table, in the case of GNM schools at Chamba and
Mandi, the approved estimates were far greater than the amounts released resulting in
the works having been suspended/ not having been started for want of additional funds.

Thus, non-release of State share of ¥ 1.78 crore and diversion of ¥ 3.00 crore to
unapproved GNM schools led to non-availability of sufficient funds in the case of two
approved GNM schools at Chamba and Mandi resulting in non-creation of intended
infrastructure in these GNM schools even after lapse of more than four years.

The DMER stated (January 2017) that ¥ 3.00 crore were recovered as per decision
(September 2015) in a meeting held with team from GOI and the matter of allocation
of these funds would be taken up with the Government. It was also stated
(March 2017) that the State Government was being requested for release of State
share. The replies are not acceptable as the funds recovered had been lying unutilised
since July 2016 while there remained shortage of funds in the case of GNM schools at
Chamba and Mandi. Further, the State share should have been released alongwith the

GOl share.

The audit findings were referred to the Government in June 2017. Reply had not been

received (November 2017).

Multipurpose Projects and Power Department

3.17 Non-implementation of Jangi Thopan and Thopan Powari hydroelectric

power projects

Decision of the State Government to refund upfront premium of ¥ 260.13 crore
instead of forfeiture as per terms of pre-implementation agreement with
developer of hydroelectric projects would result in loss of revenue to State
Government and undue favour to the developer to the above extent.

The State Government allotted (December 2006) two (Jangi-Thopan and Thopan-

Powari) hydro-electric projects of 480 MW each to the developer who had quoted the

66

Purchase of lab equipment, audio visual aids/ books and other recurring expenditure.

67 % 1.50 crore from GOI funds and ¥ 1.30 crore from State budget.

68

Including X 0.12 crore for purchase of bus (transport facility).
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highest upfront premium of ¥ 36.13 lakh per MW each in the international competitive
bidding process. As per the pre-bid conditions, the developer was required to deposit
50 per cent of the upfront premium immediately after the issue of Letter of Award,
25 per cent at the time of signing of implementation agreement and the balance
immediately after the financial closure. The Letter of Award was issued in
December 2006.

The State Government subsequently signed a Pre-Implementation Agreement (PIA)
with the developer in April 2009, which inter alia stipulated that the developer would
retain its equity participation of 100 per cent till three years after commissioning of the
project and any change in the equity participation without prior approval of
Government would automatically result in termination of the PIA. The upfront
premium deposited at the time of allotment was liable to be forfeited in case of breach
of any provision/ clause and any misrepresentation of information furnished during the
bidding/ selection process and violation of issues concerning policy parameters may
result in cancellation of the PIA and imposition of monetary penalty including
cancellation of the project.

Scrutiny of records of the Director of Energy revealed that the developer did not
deposit the upfront premium of ¥ 173.42 crore® immediately after issue of the Letter
of Award in December 2006 as required under the pre-bid conditions. The State
Government issued (January 2008) a show cause notice to the developer to deposit the
amount. The developer thereafter deposited ¥ 280.69 crore’® (upfront premium:
% 260.13 crore and penal interest: I 20.56 crore) between January 2008 and April 2009
by raising a loan from a financier by unilaterally converting the financier into an equity
partner with 49 per cent equity.

The second highest bidder thereafter filed (November 2008) a petition in the Hon'ble
High Court of Himachal Pradesh challenging the award of the projects to the
developer. The Hon'ble Court set aside (October 2009) the award of the projects to the
developer observing that the developer had misrepresented facts and also changed the
equity participation without prior permission of the State Government. The Hon'ble
High Court left it to the State Government to decide whether it wanted to re-advertise
the projects or act on the basis of the old tender.

The State Government decided (October 2009) that fresh bids be invited as a single
project of 960 MW after plugging all loopholes in the bid documents and evaluation
procedure. The affected parties including the developer filed (January 2010) Special
Leave Petitions (SLPs) in the Supreme Court against the judgement of the
High Court. In August 2013, the Law Department confirmed cancellation of project
and forfeiture of upfront premium paid by the developer in an opinion sought by
the Department.

69 Fifty per cent x 960 MW x 36.13 lakh per MW.
7 Fifty per cent 1% instalment: I 173.42 crore; penal interest on delayed payment: ¥ 20.56 crore
and 2" instalment: ¥ 86.71 crore.
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During the proceedings before the apex Court, the State Government issued
(March 2014) a show cause notice to the developer for breach of contract wherein it
called upon the company to explain the delay in commissioning of the project due to
"inaction, misdeeds, commissions, omissions and misrepresentation of material facts"
and thereby causing a "loss to the tune of ¥ 2,713.73 crore’!" to the State exchequer
and to show cause why this amount should not be recovered from the company apart
from forfeiture of the upfront premium deposited by it with the State Government.

The developer did not furnish reply to the show cause notice but subsequently
withdrew (October 2014) from the SLP (January 2010) filed before the Supreme
Court. The Supreme Court directed (October 2014) the State Government to process
fresh bids. Bids were called by the Department in February 2015. However, a single
bid received was rejected (July 2015) as it did not qualify. Thereafter, the State
Government decided (August 2015) to offer the two projects to the second bidder of
the first bidding process on payment of premium of ¥ 346.85 crore. The second bidder
did not accept the offer and withdrew the SLP filed (January 2010) before apex Court
in July 2016.

In September 2015, the State Government decided to refund the upfront premium of
% 260.13 crore to the financier of the developer on the ground that State Government
cannot retain upfront premium of two different parties’> for the same project and
to waive off the potential revenue loss of ¥ 2,713.73 crore for non-implementation
of project.

Evidently, the developer had misrepresented facts and also changed the equity
participation without prior permission of the State Government and as such the amount
was required to be forfeited. The decision of the State Government to refund the
upfront premium of I 260.13 crore instead of its forfeiture for breach of provision of
the agreement was injudicious and would result in loss of revenue to State Government
and undue favour to the power developer. Besides, non-implementation of the projects
deprived the State Government of revenue on account of free power share owing to
delay of more than nine years in commissioning of the projects.

The Department stated (July 2017) that the decision to refund the amount was taken
due to the fact that upfront premium of two different parties for the same project
cannot be retained and the amount was to be refunded as of July 2017. The fact,
however, remains that for breach of the provisions of the agreement, the upfront
premium was liable to be forfeited, as also opined (August 2013) by the State Law
Department. Moreover, the subsequent agreement should have no bearing with the
earlier agreement.

The matter was referred to the Government in June 2017. Its reply had not been
received (November 2017).

n % 2,713.73 crore as the net present value of quantum of revenue loss on account of loss of free

power share due to non-commissioning of the project.
One who left the project unexecuted and the other to whom the project would be
allotted in future.
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Panchayati Raj Department
3.18 Irregular sanction of works from Backward Regions Grant Fund (BRGF)

Funds amounting to ¥ 60.70 lakh were sanctioned and released for execution of
works not permissible under BRGF.

Backward Regions Grant Fund (BRGF) was conceptualised by the Government of
India (GOI) to bridge critical gaps in development infrastructure and strengthen
panchayat and municipal level governance in identified districts by supplementing
existing developmental inflows. BRGF guidelines stipulate that the funds are not to be
used for construction of structures within premises of religious institutions. Further, a
High Powered Committee for BRGF constituted by the State Government issued
(April 2010) a list of permissible works from BRGF which did not include
construction/ repair/ maintenance of Government residential buildings.

Scrutiny of records of the District Panchayat Officer (DPO), Chamba showed that
funds amounting to I 60.70 lakh were sanctioned and released from BRGF during
2012-15 for works’ pertaining to construction within premises of a religious
institution, and construction of Government residential buildings which was not
permissible under BRGF.

The DPO, Chamba replied (July 2017) that funds were released from BRGF as per
proposal/ shelves of schemes received from Gram Panchayat, Panchayat Samiti and
Zila Parishad in the interest of the local public. He further added that due to shortage
of funds, funds from BRGF were sanctioned for the aforesaid works. The Government
stated (October 2017) that the schemes were duly approved by the District Planning
Committee and benefits of these works are being availed of by the public. The fact,
however, remains that the works were sanctioned in violation of guidelines and
instructions ibid.

73 Repair work of kitchen, Babi Mata Mandir, Village Nanni, GP Tundah (X 0.70 lakh); C/o
Residential quarters for DPO staff (¥ 25.00 lakh); C/o Staff quarters, Municipal Council
Dalhousie (% 15.00 lakh) and C/o Residence for DPO, Chamba and Staff (3 20.00 lakh).
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Public Works Department

3.19 Procurement, consumption and accountal of bitumen

Against payments of ¥ 427.14 crore outstanding for adjustment under centralised
allocations, the paying divisions had not adjusted ¥ 141.57 crore (33 per cent)
from the executing divisions in support of receipt of bitumen of which ¥ 35.13
crore were outstanding for more than eight to 11 years. In test-checked divisions,
there was short receipt of 663.221 MT bitumen valuing ¥ 2.51 crore against
allocations/ supply orders. Under divisional level purchase, the test-checked
divisions had procured 7,292.733 MT bitumen of ¥ 31.48 crore without sanction
of competent authority. Details/ records of actual utilisation of 3,859.874 MT
bitumen were not available with the test-checked divisions which was fraught
with the risk of misutilisation/ pilferages. The database of receipt, issue and
consumption was not maintained at apex level and monitoring mechanism for
bitumen was almost non-existent.

3.19.1 Introduction

Bitumen is procured in the Public Works Department for road construction from
Indian Oil Corporation (I0OC) and Hindustan Petroleum Corporation Limited (HPCL)
through their Carriage and Forwarding Agents (CFAs) Depots™ at Bilaspur,
Jawalamukhi, Mehatpur, Parwanoo and Sundernagar. Bitumen emulsion is procured
from GOI approved sources’>. The PWD procures bitumen centrally against the works
relating to annual maintenance plan (AMP) where allocation of bitumen against AMP
works is made by the Engineer-in-Chief (E-in-C). In respect of NABARD’¢ and other
State Plan works the bitumen is purchased by the Department at division/ circle/ zone
levels as per delegation of powers.

3.19.2 Audit objectives

The audit objectives were to see whether the:

(i) Procurement of the bitumen was economical, efficient and as per requirement
assessed,

(ii) Bitumen was consumed effectively and

(111) System for accountal of the bitumen existing in the Department was working
efficiently.

3.19.3 Audit Scope

Audit of procurement, consumption and accountal of bitumen by the Department
covering the period 2013-17 was conducted by test-check of records of the E-in-C and
Executing Engineers (EEs) of 10 divisions’’ (out of 57) in the State.

74 Himachal Pradesh State Industrial Development Corporation Limited: IOC Depots at Parwanoo

and Mehatpur, Himachal Pradesh Agro Industries Corporation Limited: IOC Depots at
Jawalamuki and Bilaspur and HPCL Depot at Sundernagar.

s 10C, Total Oil Private Limited and HINCOL.

76 National Bank for Agriculture and Rural Development.

l Barsar, Bharwain, Dharampur, Dharamshala, Gohar, Karsog, Palampur, Shimla-III (Nodal
division), Sundernagar and Una.
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Audit Findings
3.19.4 Centralised purchase of bitumen

Every year, after finalisation of annual maintenance plan (AMP) for carrying out
periodical maintenance of roads based on requirement from field offices, the E-in-C
makes division-wise allocation of bitumen specifying quantity of bitumen and cost
involved thereof. The funds for allocated bitumen are allotted to the paying division’®
for making payment in advance to the IOC/ HPCL. The executing divisions receive the
bitumen against allocation from the suppliers directly. While releasing payments to the
I0C/ HPCL for the allocated quantity of bitumen, the amount is kept under
‘Miscellaneous Public Works Advances’ (MPWA) head of the respective suppliers by
the paying division pending adjustment from the executing divisions in support of
receipt of bitumen.

3.19.4.1 Allocations, payments and adjustment of bitumen

Details of bitumen allocated, Letter of Credit (LOC) issued, payments made by paying
division (Shimla division No. III) to the suppliers and amount adjusted/ recovered from
the executing divisions during 2013-17 are depicted below:

Table-3.19.1: Details of bitumen allocated, payments made by paying division to suppliers and

amount recovered/ adjusted from the executing divisions during 2013-17
X in crore)

Year Allocation Payments made to the suppliers Recoveries/ Balance
(in MT) Opening | LOC issued/ Paid Total adjustments to be
balance during the year adjusted
2013-14 11,014.020 82.68 83.17 165.85 39.75 (24) 126.10
2014-15 14,768.463 126.10 79.08 205.18 34.25 (17) 170.93
2015-16 17,511.154 170.93 82.09 253.02 48.19 (19) 204.83
2016-17 22,437.674 204.83 64.18 269.01 162.57 (60) 106.44
Total 65,731.311 308.52 284.76

Source: Departmental figures.

Against ¥ 391.20 crore’ recoverable/ adjustable from the executing divisions, the
paying division had received ¥ 284.76 crore during 2013-17 in support of the bitumen
actually lifted leaving balance of I 106.44 crore recoverable/ adjustable as of March
2017. Except 2016-17, the percentage of adjustment during 2013-16 ranged between
19 and 24, which indicated that the pace of adjustment during the previous years was
quite slow.

In addition to above, an amount of ¥ 35.94 crore (pertaining to 2005-06 to 2008-09)
was outstanding for adjustment as on 01 April 2013 in Shimla division No. II against
which  0.81 crore only could be adjusted during 2016-17 leaving balance of
% 35.13 crore unadjusted for more than eight to 11 years.

In spite of the fact that the payment had been released to the suppliers in advance, the
paying divisions as well as the executing divisions had not taken any action for
recovery/ adjustment of the amount expeditiously. Non-adjustment of the amount

8 Shimla division No. II (now Shimla Rural division at Dhami) up to 2008-09 and Shimla
division No. III from 2009-10 and onwards.

Opening balance as on 01 April 2013: ¥ 82.68 crore and payments during 2013-17:
% 308.52 crore.
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against the executing divisions in support of the bitumen actually received was
apprehensive of receipt of short supply from the suppliers as indicated in the
succeeding paragraph.

3.19.4.2 Short/ excess receipt of bitumen and non-reconciliation with the
paying division

The records/ database of actual receipt of bitumen by executing divisions had not been

maintained at E-in-C/ paying division level. The paying division as well as executing

divisions had also not carried out reconciliation of bitumen received against allocations

from the suppliers during 2013-17. There was variation in receipt of bitumen against

allocations in the test-checked divisions as indicated below:

(i) In five test-checked divisions®®, against allocated quantity of 4,562.823 MT
bitumen valuing ¥ 18.18 crore, 4,379.528 MT bitumen valuing ¥ 17.52 crore had
been received during 2013-17 resulting in short receipt of 183.295 MT bitumen
valuing ¥ 0.66 crore.

(i) In Gohar division, against the allocation of 990.138 MT bitumen during 2013-17,
the EE had received 1,363.97 MT bitumen resulting in excess receipt of
373.832 MT bitumen. However, the division had not remitted payment of
% 4.54 crore®! to the paying division as of January 2017.

(111) In Dharampur division, against the allocation of 916.024 MT the division had
received 1,169.515 MT bitumen during 2013-17 resulting in excess receipt of
253.491 MT bitumen. However, against ¥ 5.06 crore, the division had remitted
% 1.63 crore to the paying division during the above period and % 3.43 crore was
outstanding as of January 2017. Conversely, the paying division had depicted
allocation of 1,056.430 MT bitumen for 2013-17 and outstanding amount of
T 4.60 crore as of March 2017.

(iv) Una Division had not remitted ¥ 1.56 crore to the then paying division
(Shimla-IT) as of February 2017 on account of payment of 499.756 MT of
bitumen allocated during January 2007 to October 2008. Records pertaining to
the procurement thereof were lying with the Vigilance Department.

As the payment to the suppliers was released in advance, there are chances of non/

short receipt of bitumen by the executing division and non-reconciliation thereof was

fraught with the risk of mis-utilisation/ pilferages. Though asked for (January 2017),

the EEs concerned had not furnished reasons for short/ excess receipt of bitumen and

non-remittance of payments thereof to the paying divisions.

3.19.4.3 Assessment of requirement of bitumen

Every year, the AMP for carrying out periodical maintenance of roads based on
requirement received from field offices is finalised at E-in-C office on the basis of
which the allocation of bitumen is made. Audit noticed that:

80
81

Barsar, Bharwain, Dharamshala, Palampur and Una.
Opening balance as on 01 April 2013: ¥ 0.05crore and amount due during 2013-17:
% 4.49 crore.
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(1) Assessment of bitumen for AMP/ patch work was not comprehensive which
resulted in unplanned proposals for purchase of bitumen in less/ excess
assessment/ allocation by E-in-C office every year as indicated in the succeeding
sub-paragraphs.

(ii) The following deficiencies were noticed in four divisions®?> of Mandi district:

. Against the required 4,284 drums (668.304 MT) of bitumen for 71.400 kms
roads approved under AMP of 2013-14, the E-in-C had allocated 3,252 drums
(507.312 MT). The Superintending Engineer (SE), Mandi sought (April 2013 and
August 2013) additional allocation of 3,032 drums® (472.992 MT) from E-in-C.
This indicated that the assessment of requirement of bitumen was not realistic.

° The SE, Mandi allowed purchase of 2,294.16 MTs bitumen out of the funds for
the year 2013-14 without mentioning the year of AMP and nature of works
involved. Thus, 2,294.16 MTs bitumen valuing ¥ 13.06 crore was purchased
without any reference to the nature and period of works involved.

o Against 673 MTs bitumen required for AMP works of 67.300 kms long roads
approved under AMP of 2014-15, the E-in-C had allocated 440.453 MTs
bitumen. However, SE, Mandi sought (February 2014) an additional quantity of
630 MTs bitumen. Besides, the divisions had not maintained any records of the
patch works undertaken by them. Resultantly, authenticity of purchase and
accountal of the bitumen for patch-work over and above the AMP could not be
verified in audit.

(iii)) In Barsar division (Hamirpur district), the EE had sought (August 2013)
permission for purchase of 980 drums of bitumen against periodical repair works
of roads (14 kms) sanctioned for the year 2013-14 indicating approval of
AMP works in bits and piece meal approach instead of comprehensive
approval as per prescribed norms. The Department had not furnished reasons for
the shortcomings.

3.19.5 Purchase at division level

3.19.5.1 Sanction and receipt of bitumen

As regards all other works/ schemes undertaken by the Department where bitumen is
not allocated at central level, requirement of bitumen is processed at division/ circle/
zonal level and the procurement is carried out as per the delegation of powers®*. As per
instructions (May 2009) of E-in-C, the procurement of bitumen was to be sanctioned
by the respective Chief Engineers from approved sources subject to completion of all
codal formalities and supply orders for bitumen was to be placed only by the SEs.

Audit noticed that the database of bitumen procured for the departmental works,
payments made to the suppliers, etc., for the State as a whole was not maintained at
circle/ zonal/ E-in-C level during 2013-17. The details of bitumen received against
supply orders and sanction of the competent authority in test-checked divisions during
2013-17 are depicted below:

82
83

Gohar, Karsog, Mandi-II and Sundernagar.
Balance quantity for road length (71.400 kms): 1,032 drums and additional requirement for
repair/ maintenance/ patch works: 2,000 drums.

84 Engineer-in-Chief and Zonal Chief Engineers.
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Table-3.19.2: Details of bitumen sanctioned by the competent authority and received against supply
orders in the test-checked divisions during 2013-17
(Quantity in MT and ¥ in crore)

Year Supply orders Material received Short receipt Sanction Without sanction
placed obtained

Quantity | Cost Quantity Cost | Quantity | Cost | Quantity | Cost | Quantity | Cost
2013-14 | 2,095.562 1142 2,075.709 11.31 19.853 0.11 271.752 1.52 1,823.810 9.90
2014-15 | 1,545.871 7.86 1,534.972 7.80 10.899 0.06 283.160 1.51 1,262.711 6.35
2015-16 | 2,037.890 7.42 1,924.502 7.00 113.388 0.42 869.008 3.37 1,168.882 4.05
2016-17 | 3,543.878 | 13.35 3,208.092 12.09 335.786 1.26 506.548 2.17 3,037.330 | 11.18
Total 9,223.201 | 40.05 8,743.275 38.20 479.926 1.85 1,930.468 8.57 | 7,292.733 | 31.48

Source: Departmental figures.

o Against supply orders for which the payments are released in advance to the
suppliers, there was short receipt of 479.926 MT bitumen valuing ¥ 1.85 crore
and the concerned EEs had not taken action for recovery/ reconciliation of short
receipt of bitumen from the suppliers.

. Contrary to the Government instructions (July 1996), supply orders for 9,223.201
MT bitumen costing I 40.05 crore in nine test-checked divisions were placed on
the suppliers without obtaining sanction of the competent authority. Of this, the
divisions had obtained ex-post facto sanction of the competent authority for
1,930.468 MT bitumen costing T 8.57 crore. Thus, the procurement of bitumen in
an arbitrary manner and against the ethics of financial propriety enunciated in
State Financial Rules was irregular. Besides, as the data of procurement of
bitumen was not being consolidated at higher levels and accounting of bitumen at
division level was not effective (Paragraphs 3.19.6.1, 3.19.6.2 and 3.19.7.2 to
3.19.7.4), the chances of fictitious purchase or misutilisation of bitumen could
not be ruled out.

Regarding short receipt/ non-reconciliation of bitumen, the EE did not furnish reasons
while in the case of irregular purchase of bitumen, the EEs stated (December 2016 to
April 2017) that ex-post-facto sanction of the competent authority would be obtained.

3.19.5.2 Excess authorisation for lifting of bitumen by contractor

Audit noticed that in Solan division, periodical maintenance work® of Chhaila-Sainj
Yashwant Nagar-Oachghat-Sultanpur-Kumarhati road was awarded (May 2013) to a
contractor and as per contractor certificate (March 2013), the work involved use of
490 MT bitumen of VG-10 costing ¥ 2.20 crore and 65 MT bitumen emulsion costing
% 0.26 crore in connection with availing custom/ excise duty waivers. However, the EE
had authorised (December 2013) the contractor to purchase 790 MT bitumen of VG-10
from IOC during May 2013 to December 2013 resulting in excess authorisation of
300 MT bitumen. Reasons for excess authorisation were not on records. The
Department did not furnished reasons for the lapse.

3.19.6 Issue and consumption of bitumen

3.19.6.1 Utilisation of bitumen

The bitumen is issued from stock for consumption in execution of various works.
Audit noticed that, data of bitumen utilised for execution of various types of repair/

85 Providing and laying 50 mm thick dense bitumen macadam, 20 mm thick open graded premix

surfacing, profile correction course, repair to CD works, etc., in kms 6.0 to 86.465.
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maintenance and other works during 2013-17 had not been maintained at E-in-C level.
The test-checked divisions had also not consolidated/ updated the data of issue/
consumption of bitumen for both quantity and value. Separate records of utilisation of
bitumen allocated by the E-in-C and procured at division level was also not maintained
by the divisions during above period, due to which issue/ consumption of bitumen
separately in respect of different type of works could not be ascertained in audit.

However, as per bin cards (quantity records) maintained in the test-checked divisions
against availability of 14,717.371 MT?®*® during 2013-16, the divisions had issued
13,385.783 MT¥’ leaving balance of 1,331.588 MT as of 31 March 2016. Whereas as
per consumption of 9,525.909 MT?®® bitumen worked out with reference to the AMP/
NABARD works executed during above period, the balance works out to 5,191.462
MT. For the difference/ remaining 3,859.874 MT bitumen, the divisions had not
maintained proper records and had not furnished details of works. In the absence of
details, chances of misutilisation/ pilferages of bitumen could not be ruled out.

The EEs concerned had not furnished reasons for non-maintenance of proper data/
records of the issue and consumption of bitumen in the divisions.

3.19.6.2 Fictitious booking of bitumen

State Financial Rules read with provisions of the Central Public Works Account
(CPWA) Code strictly prohibit fictitious stocks adjustment such as debiting to a work,
the cost of material not required or purchased in excess of actual requirements to avoid
lapse of budget.

Audit noticed that during 2013-17, the EEs of nine test- checked divisions®® had
booked 4,258.636 MT bitumen costing I 19.99 crore against 139 works without actual
utilisation/ requirement which in contravention of above provision, was irregular. Of
this, 3,719.648 MT bitumen of ¥ 17.47 crore in respect of 109 works was written back
to stock in the following financial years and 538.988 MT bitumen in respect of
30 works had not been adjusted as of April 2017. Evidently, material was not required
for actual consumption on these works and the fictitious stock adjustments carried out
merely to avoid lapse of budget amounts to temporary mis-utilisation and
misrepresentation of utilisation of stocks.

The EEs concerned stated (December 2016 to April 2017) that the booked material
written back to stock had been issued to priority AMP works.

3.19.7 Quality Control and monitoring mechanism

3.19.7.1  Quality tests of bitumen

As per departmental specifications, the material used for the construction of roads is
required to be tested to ensure the quality standards. Apart from 13 departmental

86 Opening balance: 734.448 MT, 2013-14: 4,028.704 MT, 2014-15: 4,544.103 MT and 2015-16:
5,410.116 MT.

87 2013-14: 4,189.300 MT, 2014-15: 4,563.759 MT and 2015-16: 4,632.724 MT.

88 2013-14: 3,046.354 MT (407.306 kms), 2014-15: 3,518.331 MT (473.865 kms) and 2015-16:

2,961.224 MT (400.241 kms).

89 Barsar, Bharwain, Dharampur, Dharamshala, Gohar, Karsog, Palampur, Sundernagar and Una.
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laboratories™

existing in the State, the Department had also empanelled (between
February 2014 to December 2015) nine private laboratories to conduct quality control
tests of materials used for construction of roads up to March 2018. In all, seven type of

bitumen tests’'were to be conducted.

Audit noticed that mechanism to monitor the quality tests of bitumen in the
laboratories had not been put in place in the Department as of March 2017 at any level.
At State level, the E-in-C (Quality Control and Design) had not maintained the
database of bitumen quality tests conducted by the departmental/ private laboratories
during 2013-17. Besides, necessary details/ records of the quality test of bitumen
conducted by the laboratories was also not available in the test-checked divisions. In
the absence of the test reports, the utilisation of proper quality bitumen could not be
verified in audit. The Department did not furnish reasons for the lapse.

3.19.7.2 Non-maintenance of Priced Store Ledger

As per paragraph 7.2.31 of CPWA Code, stock account is to be maintained in the
division in the form of Priced Store Ledger having different sections or sets of pages
for different articles of stock with columns for receipts, issues and balances for both
quantities and values. Audit noticed that none of the test-checked divisions had
maintained the Priced Store Ledgers for accounting of the receipts and issues of
bitumen during 2013-17. Due to non-maintenance of the ledgers, the divisions had not
ensured reconciliation of receipts, issues and balances with the stock accounts and
correctness of balances was also not authenticated. In the absence of correct balances
of bitumen at a given point of time, the authenticity of physical verification conducted
by the divisions periodically during above period could not be verified in audit.
Besides, improper accountal of receipts and issues of bitumen was fraught with risk of
misappropriation/ pilferages.

3.19.7.3 Improper maintenance of records

As per paragraph 7.2.5 of CPWA Code, the records of detailed count or measurement
and weighment of material received is to be kept in Goods Received (GR) sheets.
Further, as per instructions (May 2009) of E-in-C, in case of bitumen, minimum of two
Junior Engineers (JEs) and Assistant Engineer-in-charge were to sign the GR sheets
and certificate to the effect that material has been physically received in the store
should be recorded on the GR sheets. Audit noticed that:

° In eight test-checked-divisions®?, out of 602 GR sheets, 31 GR sheets had not
been signed by JE, 524 GR sheets were signed only by single JE and 372 GR
sheets had not been signed by Assistant Engineer. Thus, in contravention of the
instructions ibid, the test-checked divisions had not done accounting of bitumen
in the GR sheets effectively.

° Bharwain division did not produce GR sheets in support of 11,176 drums
(1,743.456 MT) of bitumen recorded in the bin cards during April 2013 to
October 2016. Resultantly, proper accountal of the bitumen could not be verified

%0 Zonal level: 03 (Kangra, Mandi and Shimla) and circle level: 10.
ol Penetration test, ductility test, softening point, viscosity test, fire and flash point, Marshalls
stability test and stripping value of aggregate.

92 Barsar, Bharwain, Dharampur, Dharamshala, Karsog, Palampur, Sundernagar and Una.
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in audit and chances of misutilisation/ pilferage of the bitumen could not be ruled
out. The EE stated (March 2017) that GR Sheets were not traceable.
3.19.7.4 Monitoring mechanism

The Department had not maintained complete database for procurement and utilisation
of bitumen by the divisions at E-in-C level. The Department had also not devised
mechanism for monitoring of receipts, issue and consumption of bitumen at all levels
as no periodical returns for the same were prescribed. The effective system of
periodical reconciliation of bitumen by the divisions with the suppliers as well as
paying division had also not been established which resulted in short/ excess receipt of
material against allocation/ purchase orders from the suppliers and non-adjustment of
payments with the paying division.

3.19.8 Conclusion

The assessment of requirement of bitumen was not comprehensive as there were
unplanned proposals resulting in short/ excess allocation at apex level. Since payments
to the suppliers were made in advance, there were instances of short/ excess receipt of
bitumen and non-adjustment/ reconciliation of receipt of bitumen. The procurement of
bitumen at division level was made without following the principles of financial
propriety and delegation of powers. Absence of details/ records of the unutilised stock
in the divisions was fraught with the risk of misutilisation/ pilferages. The database of
receipt, issue and consumption was not maintained at apex level and monitoring
mechanism was almost non-existent.

The audit findings were referred to the Government in July 2017. Reply had not been
received (November 2017).
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3.20 Short realisation of dues for laying of optical fibre cable

Application of incorrect rates of dues from telecom companies for laying of
optical fibre cables along roads resulted in short realisation of ¥ 1.59 crore and
non-compliance of instructions for restoration of the damaged roads led to
irregular diversion of ¥ 0.42 crore for purchase of vehicles.

As per procedure, refilling of trenches after laying of optical fibre cables (OFC) along
roads in the State is done by the telecom companies. As per departmental instructions
(January 2001), damages caused to the road are restored by Department out of deposit
money received from telecom companies against estimates prepared by Executive
Engineer (EE) of the concerned division as per rates fixed by the Department from
time to time.

Scrutiny of records of Hamirpur division revealed that the division had received
(between February and December 2015) X 4.36 crore from two telecom companies for
restoration of damages caused by digging of different roads®* under Hamirpur division
for laying OFC and deposited the amount in treasury under 'Public Works Deposits'.
However, out of total road length of kms 49.075, against the rates’ fixed by the
Department for laying OFC, the division had framed (February 2015 and December
2015) estimates for kms 35.700 road (katcha road: kms 14.100, metalled road: kms
9.400 and metalled road with bitumen: kms 12.200) by applying incorrect rates
(Katcha road: X 1.35 lakh per km, metalled road: I 7.00 lakh per km and metalled road
with bitumen: ¥ 9.81 lakh per km) which resulted in short recovery of I 1.59 crore
(M/s Reliance Jio Infocom Limited: ¥ 0.95crore and Idea Cellular Limited:
% 0.64 crore).

Besides, out of above telecom deposits, the EE of the division had remitted (August
2016) % 0.42 crore to the EE, Mechanical Division, Dhalli for purchase of three
inspection vehicles® and two vehicles for carriage of explosive material (one each for
8" circle Hamirpur and 10" circle Bilaspur). Thus, instead of spending the telecom
deposits on restoration of the damaged roads as per departmental instructions (January
2001) ibid, diversion of the amount towards purchase of vehicles was irregular.

The EE of the division stated (August 2017) that revised estimate had been prepared
and sent (August 2017) to M/s Reliance Jio, Infocomm Limited to deposit the balance
amount. The EE, however, did not furnish reasons for applying incorrect rate
(X 9.81 lakh per km instead of ¥ 14.70 lakh per km) in the case of M/s Idea Cellular
Limitted and irregular diversion of telecom deposits for purchase of vehicles.

The audit findings were referred to the Government in July 2017. Reply had not been
received (November 2017).

93 Reliance Jio, Infocomm Limited for Hamirpur-Sujanpur road (kms 23.500): ¥ 0.95 crore in

February 2015 and Idea Cellular Limited for various road in Hamirpur division (kms 13.375):
% 2.12 crore in November 2015 and for Chabutra-Amroh road, Jhaniari Amroh Pastal road and
link road to village Jateri (kms 12.200): ¥ 1.29 crore in December 2015.
o4 Katcha road: % 6.95 lakh per km, metalled road: ¥ 9.81 lakh per km and metalled road with
bitumen macadam (BM): ¥ 14.70 lakh per km for 2014-15 and eight per cent increase for
subsequent year.
One each for 15" Circle, Una, Electrical Circle, Dharamshala and Engineer-in-Chief (Quality
Control and Design), Shimla.
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3.21 Unfruitful expenditure due to non-completion of road and bridges

Improper planning and failure of the Department to complete construction of
road and bridges for the last 12 to 15 years deprived the public of the area of
intended motorable road facility and resulted in unfruitful expenditure of
< 27.88 crore and blocking of ¥ 1.38 crore.

In order to provide motorable road facility to 12 villages of Kinnaur (three) and
Lahaul and Spiti (nine) districts, the Additional Deputy Commissioner Spiti at Kaza
accorded administrative approval and expenditure sanction of ¥ 23.61 crore®® for
construction of a road and two bridges by the Executive Engineer of Kaza division.
Scrutiny of records of Kaza division revealed the following deficiencies:

(a) The construction of Malling Leo bye pass road and bridge was to be completed
by December 2009 however, the division could execute only formation cuttings of the
road in 9.200 kms and constructed six meters span culvert over Gulling Nallah at
6.720 kms upto August 2013. No work was executed after August 2013 due to paucity
of funds and the work was lying incomplete as of August 2017. The division had got
completed (February 2012) the fabrication of 75 meters span steel truss bridge from
Mechanical division Dhalli with expenditure of ¥ one crore. However, the fabricated
bridge could not be erected at the site due to non-construction of abutments.

Though the balance work”” was sanctioned (December 2015) through funding of
¥ 10.43 crore under NABARD?®, the division could not resume the work due to
involvement of forest land. The forest clearance under Forest Conservation Act, 1980
sought in January 2016 was granted by the Forest Department only in April 2017. In
the meantime, the division had incurred an expenditure of I 22.60 crore on the above
work upto March 2017. Evidently, the Department had not ensured sufficient funds
and prior forest clearance which reflected improper planning and lackadaisical
approach in execution of the work. The State Government stated (September 2017)
that the balance work awarded (June 2017) to a contractor would be completed within
two years. The fact, however, remains that the balance work had not been resumed as
of August 2017.

(b) In another case under the same division the work related to construction of sub-
structure of 97.60 meters span motorable bridge over Pin river on Tangti-Yogma-Khar
road was awarded (May 2007) to a contractor for ¥ 2.72 crore and stipulated to be
completed by June 2009. The contractor started the work in June 2007, however the
excavation work (valuing ¥ 0.36 crore) got washed away in flood in the river
(August 2007). The Department decided to change the construction site of the bridge
in May 2008 towards right bank and allowed extension of time upto November 2014 to

% Malling Leo bye pass road (length: 11.735 kms) to Spiti (via Chango) alongwith 75 meters

span steel truss bridge over Spiti River at Chango (November 2005 to December 2008:
¥ 19.58 crore) and 97.60 meters span motorable bridge over Pin river on Tangti-Yogma-Khar
road at kms 0/397 (October 2002: ¥ 1.44 crore revised to ¥ 4.03 crore in June 2007).

o7 Formation cutting: kms 0.930 to 1.975, kms 2.975 to 3.585 and kms 5.060 to 5.870; cross
drainage; sub-structure of the bridge and essential kharanja soling in kms 0.0 to 11.500.

%8 National Bank for Agriculture and Rural Development.
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the contractor without the approval of the Superintending Engineer. The contractor
completed construction of the sub-structure in November 2014 after incurring
expenditure of ¥ 3.23 crore. Construction of retaining walls of the approaches awarded
to five contractors had been completed upto 65 per cent after incurring expenditure of
% 1.05 crore and payment to the contractors.

The balance work including super-structure of the bridge was approved (March 2015)
by the State Government under NABARD for X 5.77 crore. The EE, Kaza division had
remitted (December 2013 to March 2015) ¥ 1.38 crore to Mechanical division, Dhalli
for construction of the superstructure which had not been started as of June 2017 due
to non-finalisation of tender. In the meantime, an expenditure of I 4.28 crore had been
incurred on the work and ¥ 1.38 crore were lying unspent with the EE, Mechanical
division, Dhalli. The EE stated (June 2017) that delay in construction of the bridge was
due to limited working season and the work would be completed by October 2018.
Reply should be seen in the light of fact that the Department had not expedited the
execution of the work and the project conceived in October 2002 had not been
completed as of June 2017.

The audit findings were referred to the Government in July 2017. Reply had not been
received (November 2017).
Revenue Department

3.22 Irregular allocation and misutilisation of State Disaster Response Fund
(SDRF)

Irregular allocation of ¥ 26.12 crore from SDRF and misutilisation of ¥ 6.44 crore
for repair and restoration of Government office/ residential buildings not
damaged by calamity while there was denial of relief of ¥ 8.24 crore to victims of
natural calamities owing to non-availability of funds.

State Disaster Response Fund (SDRF) was created in 2010 under the Disaster
Management Act, 2005, by contribution from Government of India (GOI) and State
Government in the ratio 90:10 (for special category states). Expenditure from SDREF is
to be incurred by making suitable budget provision in the State budget. GOI guidelines
on administration of SDRF (September 2010) state that SDRF shall be used only for
meeting expenditure on providing immediate relief to victims of calamities. GOI
instructions on items of expenditure and norms of assistance from SDREF stipulate that
assistance for repair of Government buildings, viz., department/ office buildings,
residential quarters, etc., is not covered under SDRF.

Scrutiny of records pertaining to SDRF showed that the State Government
reapprorpriated I 26.12 crore during 2013-16 for incurring expenditure from SDRF on
repair and restoration of damaged Government office/ residential buildings, in
violation of the aforementioned guidelines/ instructions. Comparison® with other

9 Comparison done with reference to Finance Accounts of Special Category States for the financial

years 2013-14 to 2015-16.
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special category states revealed that except Himachal Pradesh, no other state was
making such appropriations.

In addition to this, scrutiny of works pertaining to repair and restoration of
Government office and residential buildings sanctioned from SDREF in eight districts
showed that ¥ 6.44 crore!® were sanctioned and released (between February 2014 and
December 2016) by the respective Deputy Commissioners (DCs) for 295 works in
which damages were not due to any calamity. Test check of eight sub-divisions!’! of
these districts revealed that the aforementioned expenditure of ¥ 6.44 crore had
been incurred while 320 cases of gratuitous relief/ ex-gratia payment to victims of
calamities involving assistance of < 8.24 crore were lying pending during 2015-16
and 2016-17 due to non-availability of funds.

The district level authorities!®? concerned stated (September 2016-February 2017) that
works were sanctioned in emergent cases to prevent further loss to public/ Government
property, as no separate funds were made available by the Government for repair of
these buildings. Further, works were sanctioned from SDRF funds as per allocation of
the State Government. The replies are not acceptable as funds for repair of
Government office/ residential buildings are made available under the major head
"2216-Housing" from which expenditure should have been incurred.

The State Government replied (July 2017) that audit had applied norms for SDRF for
the 14" Finance Commission (2015-20) (FC) and there was no bar on release of funds
for repair and maintenance of Government office/ residential buildings under norms
for SDREF for the 13" FC (2010-15). It was, further, added that from 2016-17 onwards,
no funds from SDRF are being released for repair and restoration of Government
office/ residential buildings.

The 13™ Finance Commission SDRF norms state that under infrastructure, SDRF is to
be used only for immediate repair/ restoration of specific!® types of damaged
infrastructure in which Government office/ residential buildings had not been included.
Use of SDRF for repair of Government office/ residential buildings has also been
disallowed by the 14™ FC SDRF norms.

Thus, the State Government had not only reappropriated ¥ 26.12 crore from
SDREF for repair and restoration of Government office and residential buildings
which was not allowed, but ¥ 6.44 crore had also been misused for works not

100 Chamba: ¥ 237.82 lakh (73 works), Kangra: ¥ 79.52 lakh (45 works), Kullu: ¥ 32.00 lakh
(six works), Lahaul & Spiti: T 30.45 lakh (20 works), Shimla: ¥ 82.15 lakh (55 works), Sirmour:
¥ 38.67 lakh (20 works), Solan: ¥ 46.64 lakh (13 works) and Una: ¥ 97.20 lakh (63 works).

101 1. Amb (Una district): 15 cases (2015-16) for ¥ 60.00 lakh and 31 cases (2016-17) for
¥ 124.00 lakh 2. Una (Una district): 50 cases (2016-17) for ¥ 162.28 lakh 3. Dharamshala
(Kangra district): 54 cases (2016-17) for ¥ 14.57 lakh 4. Chamba (Chamba district): 32 cases
(2015-16) for ¥ 88.15 lakh and 61 cases (2016-17) for ¥ 160.44 lakh 5. Solan (Solan district):
19 cases (2016-17) for ¥ 57.55 lakh 6. Shimla Rural (Shimla district): 25 cases (2016-17) for
% 70.58 lakh 7. Nahan (Sirmour district): 31 cases (2016-17) for ¥ 78.08 lakh and 8. Keylong
(Lahaul & Spiti district): 02 cases (2016-17) for ¥ 8.00 lakh.

102 District Revenue Officers: Chamba, Kullu, Lahaul & Spiti and Una; Additional District

Magistrates: Kangra and Shimla; District Planning Officer: Sirmour and DC: Solan.

Roads and bridges, drinking water supply works, irrigation, restoration of power, schools,

primary health centres and community assets owned by panchayats.
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damaged by any calamity, while relief/ assistance ¥ 8.24 crore to victims of
calamities (the purpose for which SDRF had been created) was denied owing to
non-availability of funds.

3.23 Short-realisation of due amount and excess/ improper allocation from
Local Area Development Fund (LADF)

Short-realisation of ¥ 2.215 crore from developer of hydroelectric power project,
excess allocation of ¥ 17.73 lakh and improper allocation of ¥ 21.44 lakh from
LADF for district level schemes led to development objectives for project affected
area not being fully achieved as 57 proposed schemes for local area development
remained pending for want of funds.

The State Hydro Power Policy (December 2006) states that in order to address the
impact of hydroelectric power projects (HPP) on existing infrastructure, resources, and
environment; restoration and local area development activities in the project affected
area, and activities relating to rural development, health, education, public works, etc.,
are required to be undertaken by a district-level Local Area Development Committee
(LADC). These activities are to be financed through creation of a Local Area
Development Fund (LADF), to which the project developer is required to contribute an
amount equal to 1.5 per cent'® of the final project cost, payable in equal annual
instalments during the construction period prior to commissioning of the project. The
Deputy Commissioner (DC), chairman of the LADC, is required to take up the matter
with the respective developer for release of contribution in accordance with the
prescribed schedule. Further, norms'® for allocation of LADF funds in respect of
HPPs with 5-100 MW capacity prescribe that 60 per cent of the LADF amount shall be
allocated for schemes in the project affected area, 20 per cent for project affected
panchayats, 10 per cent for project affected blocks, and 10 per cent for schemes at the
level of the project affected district.

According to the implementation agreement (IA) signed (June 2009) between the
State Government and developer for the Chanju-I (36 MW) HPP, the developer was
required to contribute an amount of ¥ 4.43 crore (1.5 per cent of the project cost
of ¥295.09 crore) in four equal instalments'® towards LADF created in respect of
the project.

Audit scrutiny of records maintained by DC, Chamba showed that:

o Against the stipulated amount of ¥ 4.43 crore, the developer had deposited only
¥ 2.215 crore!””. This amount had been fully utilised (between November 2011
and March 2017) and the balance amount of ¥ 2.215 crore had not been received
as of May 2017 although the HPP had already been commissioned
(February 2017) and a period of over two years had elapsed since the due date of
final instalment.

104
105

1.5 per cent of the project cost for hydroelectric power projects above 5 MW.

Revised guidelines for Management of LADF in respect of Hydroelectric Power Projects dated
05 October 2011 issued by Department of Multipurpose projects and Power.

106 25 per cent each on March 31 of 2012, 2013, 2014 and 2015.

107 May 2011: ¥ 1.10 crore; March 2013: % 1.00 crore and July 2015: ¥ 11.50 lakh.
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° Of the allocations made from the LADF, a total of ¥ 39.88 lakh had been
sanctioned for district-level schemes which was in excess of the prescribed
district-level allocation (% 22.15 lakh, i.e. 10 per cent) by 17.73 lakh.

. Of the funds sanctioned for district-level schemes, an amount of ¥ 21.44 lakh
was sanctioned for nine department-related schemes which did not pertain
to local area development, rural development, health, education, or public
works, as envisaged in the policy/ guidelines. These schemes included
purchase of furniture for sub-division offices, purchase of LEDs for circuit
house, addition/ alteration to inspection hut of Irrigation and Public Health
Department, construction of computer training centre for Home Guards,
purchase of musical instruments for Home Guards, purchase of mattresses
and blankets for use of police station, etc.

As a result of short-realisation of LADF contribution from the developer, sanctioning
of funds for district level schemes in excess of the prescribed allocation, and for
schemes not relevant to the purpose of LADF, the development objectives for the
project affected area could not be fully achieved as 57 local area development schemes
meant for the project affected area having an estimated cost of ¥ 2.93 crore remained
pending for want of funds.

The Additional District Magistrate, Chamba and Member Secretary, LADC, stated
(February 2017) that the developer had been directed to deposit the balance amount
several times since December 2013 in LADC meetings, but the balance amount had
not been deposited. The Deputy Chief Engineer, Directorate of Energy, replied that the
matter of realisation of due amount is being dealt with by the LADC.

The audit findings were referred to the Government in June 2017. Reply had not been
received (November 2017).

3.24 Short release of State share and irregular utilisation of National Land
Records Modernisation Programme (NLRMP) funds

Short release of State share of ¥ 2.54 crore and irregular expenditure of
T 1.18 crore on inadmissible items led to activities under NLRMP remaining
incomplete while funds received were completely exhausted.

The National Land Records Modernisation Programme (NLRMP), a centrally-
sponsored scheme, was approved for Kangra district by Government of India (GOI) in
March 2012, with computerisation of land records (100 per cent Central share),
computerisation of registrations (25 per cent Central share) and establishment of
modern record rooms/ land records management centres (50 per cent Central share)
being the major components. The State Government was required to release its own
share alongwith the Central share within 15 days of its receipt. Programme guidelines
prescribed execution of specific activities'®® pertaining to the various components and
stipulated that purchase of furniture, transport, miscellaneous items such as
photocopiers, fax machines, etc., was not covered under the scheme.

108 Computerisation of Land Records: Data entry/ re-entry/ data conversion, inter-connectivity

among revenue offices, State-level data centres; Computerisation of registrations:
computerisation of Sub-Registrar Offices (SROs), data entry of valuation details and legacy
details, scanning of old documents, network connectivity to SROs and establishment of Modern
Record Rooms at tehsil level.
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Scrutiny of records of the Deputy Commissioner (DC), Kangra showed that the
Director of Land Records (DoLR) released (July 2013) the Central share of
% 3.70 crore received from GOI (March-May 2012) after a delay of more than one
year. Further, against the State share of ¥ 3.74 crore, only ¥ 1.20 crore was released
(December 2013) after a delay of 18 months. The remaining State share of ¥ 2.54 crore
had not been released even after lapse of five years.

Audit scrutiny of the expenditure incurred from these funds showed that the funds had
been fully utilised (between September 2013 and November 2015) by the district
however, an amount of I 1.18 crore (24 per cent of total funds) had been spent on
items'® which had been specifically deemed inadmissible under the scheme guidelines
and had no relation with the activities prescribed under the scheme components.

The District Revenue Officer, Kangra at Dharamshala stated (May 2017) that funds
available under NLRMP were utilised for meeting immediate requirements after
obtaining sanction from the DC, as funds were not available under other heads of
accounts. He added that the expenditure on items not covered under the scheme did not
hamper implementation of the scheme as, components like data entry, computerisation
of Sub-Registrar Offices (SROs), scanning, etc., had already been completed prior to
implementation of NLRMP. The reply is not acceptable as audit scrutiny/ test check'!
conducted to verify the above assertions revealed that activities such as scanning of old
deed documents'!! and establishment of modern record rooms in four'!? tehsils/ sub-
divisions of Kangra district, data entry of 2,440 mutations in Dehra tehsil, and
connectivity of Dehra SRO with State Data Centre had not been completed as of
June 2017. Otherwise also if all work as envisaged under NLRMP was completed, the
unspent funds under NLRMP were required to be refunded to GOL.

Thus, short release of State share of I 2.54 crore and irregular expenditure of
¥ 1.18 crore on inadmissible items led to activities for which the funds had
actually been received remaining incomplete while the funds received were
completely exhausted.

The audit findings were referred to the Government in July 2017. Reply had not been
received (November 2017).

Rural Development Department

3.25 Non-completion of road under Vikas Mein Jan Sahyog scheme

Non-assessment of work and violation of sanction orders/ agreement resulted in
irregular release of ¥ 56.00 lakh to a Samiti and lack of technical supervision of
work led to deficiencies in partially constructed link road.

Vikas Mein Jan Sahyog (VMIS) scheme envisaged people’s participation to
supplement Government efforts in infrastructure development. The scheme guidelines

109 Purchase of fire extinguishers, furniture, steel almirahs, photocopiers, fax machines, telephone

set and heat pillars; repair of office buildings; installation of invertor and intercom for DC
residence; purchase of computers, printers, etc., meant for use of Personnel Assistant to DC and
Reader to Additional District Magistrate and payment of telephone bill.

Scrutiny of physical progress report of implementation of NLRMP in Kangra district and test-
check of records of Dehra tehsil.

1 Pertaining to the period 1968-1987.

12 Sub-divisions: Jwalamukhi and Nagrota Bagwan and Tehsils: Jwalamukhi and Baroh.
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prescribe execution of work through Government agencies or registered societies
comprising local people. Works sanctioned under the scheme are to be completed
within one year and revision of the sanctioned amount is not permitted.

The Deputy Commissioner (DC), Sirmour at Nahan sanctioned (September 2012)
construction of link road''®* under VMIS at an estimated cost of ¥ 80.36 lakh.
Execution of work was entrusted to Gramin Vikas Avam Nirman Samiti (Samiti), a
registered society of local people, under technical supervision of the Department.
Funds of ¥ 67.10 lakh were released (September 2012) by the DC, Sirmour to the
Block Development Officer (BDO), Shillai in addition to beneficiary share of I 13.26
lakh collected (June 2012) for the work. The agreement executed (September 2012) by
the Samiti and the sanction order stipulated that the first instalment equal to 20 per
cent of the sanctioned cost was to be released within one month of signing the
agreement, while the second and subsequent instalments were to be released on the
basis of actual assessment/ measurement of work duly entered in measurement books.

Scrutiny of records of the BDO, Shillai and the DC, Sirmour showed the followings:

e  Payments of ¥45.00 lakh!'"* was released by the BDO to the Samiti in five
installments (between October 2012 and June 2013) without undertaking any
measurement/ assessment of the work done as no entries were recorded till
July 2013 in the measurement book. As such, release of I 29.00 lakh over and
above the first installment (¥ 16.00 lakh) without undertaking any assessment
was in violation of the terms of sanction order and agreement.

o The DC, Sirmour, taking cognizance of certain irregularities reported
(November 2013) by the Assistant Commissioner-cum-BDO, Shillai in execution
of the work done from kms 0.690 to 3.915 ordered (December 2013) an
enquiry'" into the matter and instructed the BDO, Shillai to stop the work and
withhold the next installment to the Samiti. The inquiry committee reported
(January 2014) that payments had been released without undertaking any
measurement and recommended reassessment of the work done at the site.
Accordingly, re-assessment was conducted (February 2014) by the Executive
Engineer (EE) who reported (March 2014) that the work done between
kms 0.690 and 3.915 was worth ¥ 45.94 lakh. However, it was observed that in
disregard of the assessment done by the EE and in violation of the orders of the
DC, Sirmour for withholding next installment, the BDO, Shillai released
(between July 2014 and September 2014) additional funds of ¥ 27.00 lakh to the
Samiti, even though the work had been lying suspended since December 2013.

° Further, the EE, in his assessment report, stated that the constructed portion of
road needed improvements to make it traffic worthy, and recommended
(March 2014) revision of technically sanctioned estimates to address the
deficiencies and to execute balance work within the sanctioned amount. Revised
technical sanction of I 35.24 lakh was accorded in June 2014 for 'balance work
of the road', and the total sanctioned amount was revised to I 81.18 lakh in

13 Link road to village Jabiyalidhar, Gram Panchayat Panog between kms 0.690 to 5.240.

14 October 2012: ¥ 10.00 lakh, December 2012: ¥ 21.00 lakh, February 2013: ¥ 3.00 lakh;
April 2013: ¥ 6.00 lakh and June 2013: % 5.00 lakh.

To be conducted by a committee of four members under the Chairmanship of the Executive
Engineer, Directorate of Rural Development.
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contravention of scheme guidelines which prohibited such revision. Further,
audit scrutiny of the drawings/ estimates revealed that the revised technical
sanction pertained only to improvements in the constructed portion of road up to
kms 3.915. Therefore, the total sanctioned amount of ¥ 81.18 lakh would be
entirely used up for completing only the road portion upto kms 3.915 only, while
no funds would be available for constructing the remaining road portion from
kms 3.915 to 5.240 as revision of the sanctioned amount was not permitted under
the scheme.

Thus, release of ¥ 29.00 lakh to the Samiti without undertaking any assessment, and
% 27.00 lakh in violation of orders and in excess of the assessed amount was irregular
and unjustified. Further, lack of technical supervision led to deficiencies in the
constructed road portion, rectification of which would require utilisation of entire
sanctioned amount. As a result, the link road, which had not been completed despite
lapse of four years and seven months, would remain only partly constructed and would
not be able to connect the targeted habitation as envisaged.

The Assistant Commissioner, Sirmour replied (March 2017) that the inquiry report was
pending with Advisor (Planning), Government of Himachal Pradesh. Reasons for the
inquiry report remaining pending with the Adviser (Planning) were not received.

The audit findings were referred to the Government in June 2017. Reply had not been
received (November 2017).
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Rural Development and Urban Development Departments

3.26 Construction of Toilets under Swachh Bharat Mission (SBM)

Target population identified in rural areas was based on the base-line survey of
2012 which was not updated since 2012-13. The Urban Development Department
had not identified the target population and need for sanitation facilities in urban
areas properly due to non-conduct of house to house survey and non-preparation
of city sanitation plan. Shortfall in construction of toilet ranged between 94 to
100 per cent during 2015-17 under SBM (Urban) while construction of
community complexes under SBM (Gramin) was delayed. Weak monitoring by
Block Development Officers of Baijnath and Dehra resulted in payment of
incentive amounting to ¥ 7.90 crore to 6,587 beneficiaries without uploading
the photographs of Individual Household Latrines on the Management
Information System.

3.26.1 Introduction

Swachh Bharat Mission (SBM), having two sub-missions — SBM Gramin (G) and
SBM Urban (U), was launched in October 2014 with the objective of achieving an
open-defecation-free India by 2019. Construction of toilets and sanitary complexes
was the primary focus area under the mission. While SBM (G) envisaged construction
of Individual Household Latrines and Community Sanitary Complexes; SBM (U)
envisaged construction of Household Toilets, Community Toilets and Public Toilets.

In Himachal Pradesh, SBM (G) was being implemented by the Department of Rural
Development (RD) through District Rural Development Agencies (DRDAs), Block
Development Officers (BDOs) and Gram Panchayats (GPs); while SBM (U) was
being implemented by Department of Urban Development (UD) through Urban Local
Bodies (ULBs).

3.26.2 Audit Objectives
Audit objectives were to see whether:
(1) Planning for construction of toilets in the State was done and adequate
funds were provided and utilised optimally;
(i1) Implementation of the scheme was economic and efficient; and
(iii))  Internal control and monitoring mechanisms were adequate and effective.
3.26.3 Audit Scope

Audit of 'Construction of Toilets under SBM' covering the period 2014-17 was
conducted during April-June 2017. The audit involved scrutiny of records in the
offices of the Director, Rural Development (RD) and Director, Urban Development
(UD). For SBM (G), 24 gram panchayats in six blocks''® in three districts!!” were

16 Baijnath (Kangra), Dehra (Kangra), Karsog (Mandi), Seraj (Mandi), Poanta Sahib (Sirmour)
and Shillai (Sirmour) — selected on the basis of funds released to these blocks.

Kangra, Mandi and Sirmaur - selected using Probability Proportional to Size without
Replacement (PPSWOR) method of sampling with funds released to districts as the sampling
criteria.
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selected for detailed test check. For SBM (U), eight ULBs!'® were selected for detailed
test check. Following are Audit findings:

3.26.4 Planning

3.26.4.1 Non-conducting of survey/ non-updating of survey data

SBM (G) guidelines prescribed a baseline survey to assess the sanitation status in
Gram Panchayats (GPs) with annual updation to take account of any incremental
changes. Similarly, SBM (U) guidelines prescribed a house-to-house survey by ULBs,
taking into consideration Census-2011 or any recent survey data, to identify
households practicing open defecation.

Under SBM (G), the RD Department had identified the target population on the basis
of a baseline survey in 2012, which had not been updated since (expect in Kangra
district) 2012-13. In the absence of this, Individual Household Latrines were being
sanctioned only for this identified target population and any additional eligible
households after 2012 were not being covered.

Under SBM (U), audit noticed that the UD Department had used only Census 2011
data to identify the target population and had not conducted any house-to-house
survey. In the absence of this, the Department did not have updated data on number of
households not having sanitary toilet facilities.

While Deputy Secretary (RD) furnished no reasons for non-updation of baseline data,
the DRDAs Mandi and Sirmour stated that no instructions were received from the
Department for updating baseline survey data. The Commissioners of Municipal
Corporations (MCs) and Executive Officers (EOs) of Municipal Councils (Councils)
stated (April-June 2017) that survey could not be conducted due to non-availability of
manpower and lack of funds.

3.26.4.2 Non-preparation of City Sanitation Plans under SBM (U)

SBM (U) guidelines prescribed that States should prepare City Sanitation Plans
without which comprehensive planning could not be done. In this regard, the State
Government issued directions (December 2014) that every Municipal Corporation and
Council should prepare City Sanitation Plan covering aspects like open defecation,
community toilets, public toilets, behaviour change strategy, etc.

In this context, audit noticed that seven (except Municipal Corporation Shimla) of the
eight test-checked ULBs had not prepared City Sanitation Plan. In the absence of this,
the extent of open defecation and need for community toilets/ public toilets in these
areas could not be ascertained and comprehensive city-level planning could not
be done.

The Commissioners of MCs and EOs of Councils stated (April-May 2017) that the
plan could not be prepared due to non-availability of technical manpower and
guidelines in this regard.

18 The sample included both Municipal Corporations (Dharamshala and Shimla) and six

Municipal Councils selected using Simple Random Sampling without Replacement
(SRSWOR) - Baddi, Kullu, Mandi, Nahan, Solan and Sunder Nagar.
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3.26.5 Fund Management

3.26.5.1 Receipt and utilisation of funds under SBM (G)

During the period 2014-17, the DRDAs in the State received ¥ 289.10 crore
(GOI share: < 249.84 crore and State share: < 39.26 crore). Of this, an amount
of ¥ 141.85 crore was received by the DRDAs of three test-checked districts
(Kangra, Mandi and Sirmour).

Audit noticed that the fund utilisation by DRDAs of the test checked districts during
2014-17 ranged between 74 and 98 per cent. In the six test-checked blocks, the
utilisation of funds during 2014-17 ranged between 46 and 98 per cent due to receipt
of funds at the fag-end of the financial year and non-fulfilment of codal formalities by
gram panchayats. Utilisation of funds was particularly low in Paonta Sahib and Shillai
blocks at 51 and 46 per cent respectively.

3.26.5.2 Non-release of incentive to individual household latrines beneficiaries
under SBM (G)

SBM (G) guidelines prescribed that incentive amount to beneficiary households shall

be upto ¥ 12,000 for construction of one unit of Individual Household Latrine (IHHL.).

Funds were being released to beneficiaries after physical verification by officials. It
was however, observed that timely physical verification was not being undertaken,
resulting in non-disbursement of incentive to the beneficiaries. In four of the six
test-checked blocks, funds amounting to ¥ 5.87 crore received by the BDOs between
October 2014 and March 2017 in respect of 5,548 IHHL beneficiaries'!® had not been
disbursed as of June 2017, depriving the beneficiaries of the timely incentive.

The BDO, Baijnath stated that verification of IHHLs could not be done due to area
being snow bound. BDOs, Paonta Sahib and Shillai stated that the process of
geo-tagging of photographs was in progress. BDO, Seraj stated that verification of
IHHLs was pending due to tough topography. The fact, however, remains that funds
remained undisbursed with the BDOs for more than 02 to 31 months.

3.26.5.3 Delay in release of SBM (U) funds to ULBs

SBM (U) guidelines prescribed that the State Government shall release funds
(including 10 per cent State share) to ULBs within 30 days of release of the Central
share (90 per cent).

Audit observed that funds amounting to ¥ 2.51 crore were received from GOI in
March 2015 and the Director, UD released (November 2015 and July 2016)
% 2.79 crore (including State share of I 0.28 crore) to 51 ULBs after a delay ranging
between six and 14 months. Delay in release of funds contributed to slow
implementation of the scheme in ULBs (as detailed in para 3.26.5.1). It was noticed in
the eight test-checked ULBs that I 83.51 lakh (71 per cent) out of X 1.17 crore

19 Baijnath (five beneficiaries): ¥ 0.60 lakh; Paonta Sahib (3,506 beneficiaries): ¥ 350.09 lakh;
Seraj (337 beneficiaries): ¥ 40.44 lakh and Shillai (1,700 beneficiaries): ¥ 196.25 lakh.
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released to these ULBs was lying unspent as of June 2017. The Director, UD stated
(June 2017) that funds were released to ULBs as and when required.

3.26.6 Coverage of target population

3.26.6.1 Households without individual household latrines in rural areas

Physical inspection and scrutiny of records in 17 test-checked gram panchayats'*

revealed that approximately 50 homeless people, rag pickers and construction
labourers residing in jhuggies and 165 households'?! did not have IHHLs or access to
Community Sanitary Complexes and were resorting to open defecation. It was not
clear whether these persons/ households had been covered under the baseline survey
conducted by the RD Department (in 2012).

The BDOs and Panchayat Secretaries concerned stated (May 2017) that households
have been instructed to construct toilets or to use neighbours’ toilets.

3.26.6.2 Special focus groups and households without sanitary facilities in
urban areas

SBM (U) guidelines prescribed that State Governments should pursue construction of

household or community toilets for temporary migrants, construction workers,

homeless people, etc., in urban areas.

Scrutiny of records in test-checked ULBs revealed that approximately 5,460 persons'??
residing in 1,331 jhuggies and 277 households'?® did not have access to toilet facilities
and were resorting to open defecation. The UD Department had not initiated any action
to provide sanitation facilities to these persons/ households.

Commissioners of the MCs and EOs of the Councils concerned stated (April-May
2017) that locations would be identified for community/ public toilets in these areas.

3.26.7 Construction, quality and utilisation of toilets/ sanitary complexes
3.26.7.1 Progress in implementation of SBM

Under SBM (G), GOI had approved coverage of 2.06 lakh beneficiaries identified in
rural areas as per baseline survey of 2012 by 02 October 2019. Records showed that
the target had been achieved'?* in March 2017 and that all districts in the State had
declared their rural areas as open-defecation-free.

Audit, however, found that in the test-checked GPs, 165 households and 50 people
residing in jhuggies did not have individual household latrines/ any type of toilet
facility as on date of audit (as indicated in paragraph 3.26.6.1), whereas these areas had
been declared open-defecation-free by the district authorities. The BDO, Paonta Sahib

120 Bhagela:14; Bhattu Panjala:13; Chandni: 04; Dravil: 02; Ghorepeeth: 08; Kand: 01; Kandi

Sapnot: 25; Muglawalan Kartarpur:18; Naya: 02; Patlion: 03; Rast: 03; Seri: 26; Shawga: 01;

Shillai: 05; Shilli Bagi:13; Thachi:15 and Thana:12.

47 cases identified during physical verification and 118 cases identified from scrutiny

of records.

122 Baddi (967 jhuggies): 4,000; Kullu (92 jhuggies): 450; Mandi (60 jhuggies): 200; Shimla
(130 jhuggies): 400 and Sunder Nagar (82 Jhuggies): 410.

123 Dharamshala: 257 households and Solan: 20 households.

124 As per records maintained at Directorate, Rural Development.

121
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admitted audit contention and stated that as Paonta Sahib was an industrial hub, there
was constant migration of people who restore to open-defecation.

Under SBM (U), a target for construction of 12,560 Household Toilets (HTs),
348 Community Toilets (CTs), and 528 Public Toilets (PTs) in urban areas had been
approved by GOI for achievement by 02 October 2019 and funds were released to the
Urban Development Department in March 2015. The State Government, however,
targeted to make the urban areas open-defecation-free by March 2017.

Audit, however, observed, that the Department had not devised any strategy for
achievement of these targets, and implementation was being done only on the basis of
applications received from interested households/ communities/ parties. As a result,
progress was very slow, as depicted below:

Table-3.26.1: Position of construction of Toilets under SBM (U) as of June 2017
(In numbers)

Item of Target Applications Applications Toilets Shortfall

construction received approved constructed/ | against target
completed (per cent)

Household 12,560 5,031 1,867 708 11,852 (94)

Toilets

Community 348 -- -- -- 348 (100)

Toilets

Public Toilets 528 -- -- -- 528 (100)

Source: Departmental figures.

The Director, UD stated (June 2017) that targets for construction/ conversion of
latrines were to be achieved by ULBs and necessary directions were being issued to
them. The reply is not satisfactory because it was the responsibility of the Directorate
of Urban Development to plan, release adequate funds and monitor implementation of
the scheme by ULBs in order to achieve targets.

3.26.7.2 Release of payment to beneficiaries for non-constructed/ poorly
constructed individual household latrines

SBM (G) guidelines prescribed that an individual household latrine should consist of a

toilet unit having a sanitary substructure for safe confinement of waste, a

superstructure, water facility and hand washing unit.

Scrutiny of records, photographs uploaded on Management Information System (MIS),
and random physical verification of IHHLs constructed in test-checked BDOs and GPs
revealed serious deficiencies in 501 (17 per cent) of the 2,995 cases examined. The
deficiencies observed included: IHHL was incomplete; IHHL had no doors; water
connection and hand washing unit was not available and toilet unit was fixed in open
yard without any superstructure. Audit noticed that:

. In one case in GP Khanni (Mandi district), photograph of completed IHHL had
been uploaded on MIS but physical verification by audit revealed that the IHHL
had not been constructed at all.
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° In seven test-checked GPs, 11 beneficiaries were paid I 1.32 lakh (at the rate of
T 0.12 lakh) for construction of IHHLSs but physical verification by audit showed
that IHHLs were not utilised as these were either incomplete or used for storage
purpose by the beneficiaries.

Incentive amounting to ¥ 60.12 lakh!® had been paid in all the above cases of non-
constructed/ poorly constructed/ unused IHHLs. This raised doubts over the reliability
of verification of IHHLs done by officials/ verification teams, on the basis of which
payment was released.

The BDOs of Baijnath, Paonta Sahib, and Shillai stated (April-June 2017) that these
IHHL units had been verified and photos uploaded on the MIS by the Panchayat
Secretaries/ Pradhans of the GPs concerned or by verification teams. BDOs of Karsog
and Seraj furnished no specific reasons. The GP/ block officials concerned stated that
payments were released to beneficiaries in view of the economic condition and IHHLs
had been constructed as per their economic condition and living standards. Panchayat
Secretary, Gram Panchayat Khanni stated that the photograph had been uploaded by
an NGO'?°.

3.26.7.3 Incomplete Community Sanitary Complexes under SBM (G)

Scrutiny of records in three test-checked districts revealed that construction of
74 Community Sanitary Complexes'?’ (CSCs) costing ¥ 1.48 crore was sanctioned
under SBM (G) during 2014-17. These CSCs were to be completed within three to
six months from date of sanction/ release of funds.

Scrutiny of records revealed that construction of all these CSCs was incomplete owing
to delay in completion of codal formalities'*® by the concerned BDOs/ GPs, depriving
the intended beneficiaries' access to sanitation facilities.

The Project Officer, DRDA, Mandi stated that time was required for completion of
paper formalities. Project Officers of DRDAs of Kangra and Sirmaur stated that
BDOs/ GPs concerned had been directed to complete construction of the CSCs.

3.26.8 Monitoring and Internal Controls
3.26.8.1 Uploading of photographs under SBM (G)
SBM (G) guidelines prescribed that Gram Panchayat-wise physical and financial

progress is to be uploaded every month in the Management Information System (MIS)
alongwith photographs of the toilets constructed.

o BDOs of Baijnath and Dehra had paid (2015-17) incentive of I 7.90 crore to
6,587 beneficiaries'? for construction of individual household latrines (IHHLSs)
but photographs of these IHHLs had not been uploaded on MIS as of May 2017.

125 501 cases at a rate of ¥ 0.12 lakh per IHHL.

126 Mandi Saksharta Avam Jan Vikas Samiti.

127 Kangra: 05; Mandi: 22 and Sirmaur: 47.

128 Non-availability of suitable site, non-preparation of estimates, etc.

129 Baijnath: ¥ 8.04 lakh to 67 beneficiaries and Dehra: ¥ 782.40 lakh to 6,520 beneficiaries.
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This indicated that the prescribed monitoring mechanism in these blocks was not
being followed.

. Photographs uploaded on MIS pertaining to test-checked BDOs revealed certain
deficiencies in 83 cases (out of 2,995 cases examined), such as: there was no
photograph of the beneficiary alongwith the toilet; toilet unit was not visible and
photograph of IHHL showed only a closed door. However, incentive of
9.96 lakh had been paid (2015-17) in these cases. In view of these
shortcomings, it was not clear whether the toilets had been properly constructed/
constructed at all by the correct beneficiaries.

. Comparison of photographs of 47 IHHLs pertaining to GPs Thana and Thachi
uploaded on the MIS with physical inspection (June 2017) of these IHHLs
revealed that in seven cases, the photographs uploaded on MIS were different
from the THHLs actually constructed. Incentive of I 0.84 lakh had been paid to
these seven beneficiaries. This raised doubts over the reliability of verification of
these IHHLs done by officials/ verification teams. Photographs of two such cases
(GP Thachi, Mandi district) are shown below:

Photograph of IHHL of | IHHL of Sh. Katku Ram Photograph of IHHL of | IHHL of Sh. Chet Ram
Sh. Katku Ram as | as seen during physical Sh. Chet Ram as | as seen during physical
uploaded on MIS verification by audit uploaded on MIS verification by audit

. Online MIS data revealed that in Seraj block, photograph of the same IHHL had
been uploaded for two different beneficiaries. Incentive of I 0.48 lakh had been
paid to these beneficiaries. This raised doubts over the reliability of verification
of IHHLs done by officials/ verification teams.

BDO, Baijnath stated that no instruction had been issued by the Government to make
payment to beneficiaries after uploading photographs of IHHLs in MIS. The reply is
not acceptable as uploading of photographs in the MIS was required as per ibid
guidelines in order to monitor physical and financial progress of the implementation of
the programme. BDO, Dehra stated that photographs could not be uploaded in the MIS
due to the area being remote and slow internet speeds. The reply is not acceptable as
no such problem had been reported by the BDO to higher levels.

3.26.9 Conclusion

Implementation of SBM was hampered by serious shortcomings. Under SBM (G),
reliance on the baseline survey of 2012 meant that the target population identified in

170 1Page



Chapter-111: Compliance Audit

rural areas was not updated. Under SBM (U), non-conducting of any house-to-house
survey and non-preparation of city sanitation plans meant that the Department was not
able to correctly identify the target population and assess the need for sanitation
facilities in urban areas. Progress under SBM (U) for construction of all types of toilets
was very slow, while under SBM (G) construction of community sanitary complexes
was found to be delayed. Several households and categories of persons both in rural
and urban areas were found to be lacking access to any type of sanitation facility and
were resorting to open-defecation, whereas rural areas of the State had been declared
open-defecation-free by the district authorities. Further, construction of poor quality
IHHLs without basic facilities raised doubts about these toilets being in use. The State
Government may consider addressing the issues highlighted.

The audit findings were referred to the Government in July 2017. Reply had not been

received (November 2017).

(KULWANT SINGH)
Shimla Accountant General (Audit)
The 26 February 2018 Himachal Pradesh

Countersigned

g

(RAJIV MEHRISHI)
New Delhi Comptroller and Auditor General of India
The 09 March 2018
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Appendix-1.1
(Reference: Paragraph 1.8; Page 4)
Year-wise break up of outstanding Inspection Reports/ Paragraphs upto 31 March 2017
of selected Drawing and Disbursing Officers

(R in crore)

Period Health and Family Food and Civil Supplies Total
Welfare Department Department
IRs | Paras | Amount | IRs Paras | Amount | IRs Paras | Amount
Upto 142 290 119.14 13 17 544.15 | 155 307 663.29
March
2007
2007-08 11 31 116.09 04 07 71.63 15 38 187.72
2008-09 05 11 22.05 01 02 2.11 06 13 24.16
2009-10 24 44 61.67 01 01 151.72 25 45 213.39
2010-11 13 19 4.87 01 04 1.63 14 23 6.50
2011-12 19 59 116.68 00 00 00 19 59 116.68
2012-13 32 63 339.30 01 02 0.10 33 65 339.40
2013-14 44 114 124.85 08 10 13.49 52 124 138.34
2014-15 42 138 39.84 04 05 128.69 46 143 168.53
2015-16 61 230 652.74 03 03 637.09 64 233 1,289.83
2016-17 08 50 8.56 01 03 1.16 09 53 9.72
Total 401 | 1,049 | 1,605.79 37 54 1,551.77 | 438 1,103 | 3,157.56
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Appendix-1.2

(Reference: Paragraph 1.8; Page 4)

Statement showing irregularities commented upon in the outstanding Inspection Reports
and Paragraphs as on 31 March 2017

(R in crore)

Sl. No. Types of Irregularities Health and Food and Civil Total
Family Welfare Supplies
Department Department
Para | Amount | Para | Amount | Para | Amount
1. Drawal of funds in advance of | 157 361.97 00 0.00 | 157 361.97
requirements/ blocking of funds
2. Non-adjustment of advances 45 36.67 02 0.92 47 37.59
3. Excess/ unauthorised/ irregular | 322 406.19 16 160.28 | 338 566.47
expenditure for want of sanctions
4. Wasteful/ in  fructuous/  unfruitful 35 220.48 03 61.22 38 281.70
expenditure
5. Diversion of funds 14 43.44 00 0.00 14 43.44
6. Overpayments, non-recovery of rent/ 50 2.80 07 16.96 57 19.76
advances/ miscellaneous recoveries
7. Non-production of actual payees receipts 12 0.51 01 0.00 13 0.51
8. Outstanding loans 00 0.00 03 648.50 03 648.50
9. Idle machinery/ equipment including 61 16.93 00 0.00 61 16.93
vehicles
10. Non-accountal/ shortage of stores 34 26.71 03 506.94 37 533.65
11. Misappropriation of stores/ cash/ funds 41 1.52 02 2.78 43 4.30
12. Incomplete abandoned works 15 388.05 00 0.00 15 388.05
13. Loss/ theft/ embezzlement/ defalcations, 36 6.87 02 2.08 38 8.95
avoidable expenditure, etc.
14. Non-production of UCs 20 44.88 00 0.00 20 44.88
15. Non-disposal of unserviceable articles of | 20 1.71 01 0.23 21 1.94
stores
16. Non-reconciliation with treasuries/ banks 14 1.79 01 2.19 15 3.98
17. Non-utilisation of grants-in-aid 07 2.70 01 125.00 08 127.70
18. Non-deposits/ refund of interest/ unspent 12 1.85 01 0.06 13 1.91
amounts in treasuries/ sanctioning
authority
19. Miscellaneous irregularities 154 40.72 11 24.61 | 165 65.33
Total 1,049 | 1,605.79 | 54 1,551.77 | 1,103 | 3,157.56

174 |Page



Appendices

(Reference: paragraph 2.1.2; page 8)

Appendix-2.1

Organisational set up of Chaudhary Sarwan Kumar Himachal Pradesh Krishi
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I
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Comptroller
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Appendix-3.1
(Reference: paragraph 3.3.6.4; page 106)

Details of cases submitted by banks to insurance company after cut off dates for Kharif

and Rabi crops for 2016-17

SL Name of bank/ branch No. of Amount of | Date when the cases
No. farmers | premium (%) were submitted
1. |State Bank of Patiala, Barsar (Hamirpur) 03 378 05 April 2017
2. |Himachal Pradesh Gramin Bank, Raili Jajri 04 373 23 January 2017
(Hamirpur)
3. |State Bank of India, Nurpur (Kangra) 14 2,880 06 March 2017
4. |UCO Bank, Bhoranj (Hamirpur) 585 1,14,434 03 March 2017
5. |UCO Bank, Hamirpur (Hamirpur) 132 11,772 03 February 2017
6. |Allahabad Bank, Palampur (Kangra) 11 396| 09 February 2017
7. |State Bank of India, Yol Camp, Dharamsala 57 1,206 17 February 2017
(Kangra)
8 |State Bank of India, Jaisinghpur (Kangra) 08 1,404| 13 February 2017
9. |Punjab National Bank, Kangra (Kangra) 243 26,434/ 08 February 2017
10. |Punjab National Bank, Rehan (Kangra) 01 495 19 January 2017
11. |Canara Bank, Kakkar (Hamirpur) 02 90| 01 February 2017
12. |Punjab National Bank, Ganoh (Kangra) 700 1,53,314] 02 February 2017
13. |Bank of Maharashtra, Kangra, ( Kangra) 15 2,097| 02 February 2017
14. |Punjab National Bank, Dameta (Kangra) 807 1,41,984| 02 February 2017
15. |The Kangra Central Cooperative Bank Limited, 119 41,504 02 February 2017
Dharamsala (Kangra)
16. |State Bank of India, Rehan (Kangra) 104 19,890 03 February 2017
17. |Central Bank of India, Una 1,694 3,36,625 03 February 2017
18. |Punjab National Bank, Raja Ka Talab ( Kangra) 685 81,614| 20 February 2017
19. |State Bank of Patiala, Durana (Kangra) 54 844| 06 February 2017
20. |State Bank of India, Bharmar (Kangra) 99 13,590 06 February 2017
21. |State Bank of India, Rait (Kangra) 14 2,349| 06 February 2017
22. |Oriental Bank of Commerce, Palampur (Kangra) 13 2,664| 08 February 2017
23. |HP State Co-operative Bank Limited, Bathri 39 6,963 25 October 2016
(Chamba)
24. |Punjab National Bank, Sainik School, Sujanpur 02 553| 26 September 2016
Tihra (Hamirpur)
5,405 9,63,853

Source: Information supplied by Insurance Company.

Note: Cut-off date for crops (Kharif: 31 July 2016 and Rabi: 31 December 2016).
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