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Preface

This Report of the Comptroller and Auditor General of India
for the period ended March 2022 on Performance and
Compliance Audit of Departments of Social, General and
Economic Sectors except Departments of Planning, Finance
and Economics and Statistics has been prepared for
submission to the Governor of the State of Himachal Pradesh
under Article 151 of the Constitution of India.

The Report contains significant results of Performance and
Compliance Audit of Receipts and Expenditure of the
Government of Himachal Pradesh, conducted in terms of the
Comptroller and Auditor General of India's (Duties, Powers
and Conditions of Services) Act, 1971.

The instances mentioned in this Report for Compliance Audit
are those which came to notice in the course of test audit
done for the year 2021-22 as well as those which came to
notice for earlier years but could not be reported in the
previous Audit Reports. Period covered in the Performance
Audit is 2017-22. Instances relating to the period
subsequent to year 2021-22 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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This Report covers matters arising out of the Compliance Audit and Performance Audit
of the Departments of Labour and Employment, Food, Civil Supplies and Consumer
Affairs (FCSCA), Technical Education, Vocational and Industrial Training (TEVIT),
Tourism and Civil Aviation (TCA), Agriculture, Public Works and one State Public
Sector Undertaking i.e. Himachal Pradesh State Electricity Board Limited (HPSEBL).
The Report contains one Performance Audit, three Subject Specific Compliance Audits
(SSCAs) and four individual Compliance Audit observations. The Report has been
organised into seven chapters as under:

Chapter I - General

This Chapter contains description of the State Government of Himachal Pradesh, brief
profile of the State for the year 2021-22, the authority for audit and response of the
State Government to Inspection Reports and Audit Observations.

Performance Audit

Department of Labour and Employment
(Himachal Pradesh Building and Other Construction Workers’ Welfare Board)

Chapter II - Welfare of Building and Other Construction Workers

Building and other construction workers in India are among the most vulnerable
segments of the unorganised labour force facing inherent risks to life and limb of the
workers, casual nature of employment, uncertain working hours and inadequate welfare
facilities. To address these issues, the Government of India enacted the Building and
Other Construction Workers (Regulation of Employment and Conditions of Service)
Act, 1996 and established a cess on construction costs to fund social security and
welfare schemes through the Building and Other Construction Workers” Welfare Cess
Act, 1996. In line with this, Himachal Pradesh implemented the Himachal Pradesh
Building and Other Construction Workers (Regulation of Employment and Conditions
of Service) Rules, 2008 and created the Himachal Pradesh Building and Other
Construction Workers’ Welfare Board in 2009, leading to the establishment of the
Himachal Pradesh Building and Other Construction Workers’ Welfare Fund.

The Audit covered a period of five years from 2017-18 to 2021-22. However, where
inconsistency in rules was observed and updated data beyond audit period was
available, the same has been added in the Report, wherever required.

The rule formulated on financial assistance for marriage lacked clarity as it failed to
specify how many members can apply and who from the family is eligible to claim the
assistance. This led to situations where the same marriage received assistance more than
once. Furthermore, the health check-up framework was deficient in supervision and
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record-keeping by the Board. Additionally, the minimum registration period of 10
years, recommended under the Model Welfare Scheme formulated by the Ministry of
Labour and Employment, Government of India, was not adopted by the Board. It
adopted minimum registration period of three years without assessing long-term
liability of pension.

The State Government has not developed any mechanism to monitor construction
activities in the State. The process of registration of establishments had issues of not
obtaining commencement/completion notice from the employers, delay in registration
and non-registration of eligible establishments. The process of registration of workers
was flawed as monthly returns from the employers were not being obtained, issues of
non-registration of eligible workers, duplicate/triplicate registrations, bogus
registrations and registration without obtaining documents of workers were noticed.

Also, there was a shortfall in organisation of camps and registration of workers and it
was not ensured that details of work done are entered in the identity cards of the workers
by the employers to ensure validity of work period. The mismatch in figures of the
Board and LOs/LI of registered workers and camps organised, points towards the
ineffective reporting mechanism.

The Assessing Officers-cum-LOs failed to obtain Form-I from all employers as
required by the Cess Rules and only issued six assessment orders amounting to
% 12.91 lakh while cess amounting to ¥ 407.61 crore was deposited without any
assessment during 2017-22. The Board did not coordinate with Local Bodies to share
information on approved building plans and construction projects. Additionally,
establishment-wise data of cess collected was not maintained and non-reconciliation of
cess led to difference of X 226.52 crore in cess figures of the Board and the LOs. The
Board or the Department did not provide a uniform format for transferring cess to the
fund, resulting in cess of X 112.39 crore being kept in the suspense account,
X 13.24 crore deposited in the fund without information about the jurisdiction of LO
and collection charges not remitted to the Government Treasury. Furthermore,
instances of short realisation of cess of X 4.20 crore due to dishonoured cheques/bank
drafts not being corrected or revalidated in time and non-remittance of cess of
R 8.26 lakh was noticed.

The test checked LOs/LI did not inspect sites where accidents had occurred before or
after the accidents and did not conduct investigation/inquiry after the accidents. A Joint
Physical Inspection also found that construction sites lacked essential safety measures,
including first-aid kits, safety equipment, on-site fire safety equipment, and basic
amenities like water, toilets, and shelter.

The State Government had not revised the inspection targets after September 2011
indicating a lack of analysis of ongoing construction activities with respect to available
manpower. Significant shortfall in inspections ranging from 62 to 76 per cent was
noticed during 2017-22. LOs/LIs did not maintain Inspection Notes or Registers to
monitor compliance with safety deficiencies noted in previous inspections. The
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inspection mechanism lacked risk-based assessments according to size of construction
sites and inspect large construction projects approved by the Local Authorities.

Administrative irregularities included shortfall of 77 per cent in holding the Board
meetings and delay in constitution of State Advisory Committee and not holding any
of its meetings. Annual accounts were submitted for audit after taking upto 19 months,
Annual Report was approved with delay of upto 33 months and submitted to the State
Government with delay of upto 31 months. Annual Budget was approved with delay
ranging from three to 15 months.

Staff shortage of 35 per cent observed, key posts being held on additional charge and
filling of 75 per cent posts on outsourced basis hindered the implementation of welfare
Acts.

Financially, X 703.15 crore were accumulated in the fund, administrative expenditure
limit of five per cent was breached twice in 2017-18 and 2018-19, and X 15.89 crore
was spent irregularly on donations, construction and advertising. The Board had
accrued income tax liability of T 191.01 crore due to erroneous registration under
Income Tax Act.

Implementation of welfare schemes faced inconsistent rules, non-coverage of
beneficiaries, non-distribution of material and improper payments. Inaction by LOs/LIs
on rectifying rejected claims and delays in disbursement of welfare benefits was also
observed. The Board did not establish an effective system for social audits of benefits.

The internal control and monitoring mechanism was nearly non-existent, as the Board
and LOs/LIs did not maintain control registers or records. Of 243 workers surveyed,
only seven (three per cent) were actually engaged in construction work, raising doubts
about whether welfare benefits were being provided to the intended construction
workers. Unregistered workers were unaware of the welfare benefits, indicating
ineffective publicity by the Board.

The State Government may

o Specify in the application form related to financial assistance for marriage that
assistance has not been applied/obtained by different family members including
self for the marriage of same person. Rule should also bring clarity to avoid
instances of marriage assistance more than once.

. Ensure compliance with the recommendations of Model Welfare Scheme.
Deviation, if any, should be properly assessed before adoption.

o The Department should operationalise use of GIS mapping and conduct proper
inspections for monitoring construction activities in the State.

o The registration of all eligible workers in the State must be ensured through
proactive approach on behalf of the Board and the Department by way of camps,
targeted publicity campaigns, special drives etc. instead of leaving it on the
initiative of the workers.
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. The LOs should ensure that the employers/contractors submit monthly returns in
Form-XXX so that information about construction workers eligible for
registration at the construction site would be available with the LOs.

. Also, lacunae in the registration process resulting in duplicate registration, bogus
registration on the basis of fraudulent certificates etc. must be removed through
development of appropriate software with the necessary controls.

. The Department and the Board must ensure that comprehensive database on
account of cess is prepared at LOs and the Board level.

o Process of obtaining Form-I and assessment of cess thereafter must be followed
diligently to avoid any loss of revenue.

. The Department should coordinate with other concerned Departments to collect
cess from all eligible establishments in the State. There could be added a
provision of “cess deposition” in the application for Building Plan approval from

Local Bodies.

. Cess collection should be reconciled regularly by the Board as well as the Cess
Collector.

. The Government or the Board should provide a uniform format to be submitted

by all the cess deductors with details of individual establishments/construction
works, amount, period of cess deducted, mode of cess transfer in Board’s bank
account, details of pending cess (if any), amount of cess paid in advance (if any),
Jjurisdiction of Labour Office etc.

. The LOs and Lls, being the field agents of the Department and the Board, must
inspect the construction sites regularly and maintain inspection notes and
registers to ensure compliance to the issues raised or shortcomings noticed
during previous inspections regarding the safety and health of the construction
workers.

o The Department should revise inspection targets regularly after analyzing
ongoing construction activities and also available staff strength and formulate a
comprehensive inspection policy specifying periodical visits and risk-based
assessment of construction sites in the State.

o The Department and the Board should develop software for registration of
workers and establishments through which the applications for welfare benefits
may also be submitted, scrutinised and sanctioned for speedy disbursal of benefits
to worker.

o The Board and SAC meetings should be held at regular intervals and preparation
and approval of Annual Accounts and Annual Reports must be ensured within
prescribed time frame.

o The Board should coordinate with Social Audit Unit of the State and take steps to
conduct Social Audit in all the Blocks of the State periodically.
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. The Board may ensure implementation of schemes to provide maximum benefits
to all eligible workers in the State, thereby avoiding accumulation of funds. Also,
expenditure from the fund should be in accordance with provisions of the
Act/rules.

. It is recommended that avoidable expenditure towards income tax liability is
addressed.

. A database on account of welfare benefits should be prepared to remove
irregularities regarding double sanctions, instances of unjustified and irregular
payments and it also warrants proper scrutiny of applications and documents
attached by the field officers as well as the Board while sanctioning the claims.

Compliance Audit

Department of Food, Civil Supplies and Consumer Affairs

Chapter III - Quality Management in Procurement, Storage and Distribution of
Food Items

The State Government has entrusted the Department and the Himachal Pradesh State
Civil Supplies Corporation Limited (Corporation) with the responsibility of procuring
and distributing various food items under TPDS, its monitoring and quality control at
various levels with the help of field functionaries.

Audit observed that the Department did not revise the inspection targets in line with
TPDS (Control) Order, 2015 and hence fell short in fixing the same. Further, even the
targets fixed for inspections by the Department were not met. Shortfall in sample
collection for testing the quality of food items was observed. Due to delays in
disseminating the test report to the field units, substandard food items were distributed
in the State. Lackadaisical approach in upgradation and modernisation of Departmental
FTL resulted in lapse of allocated Budget, non-accreditation and non-upgradation of
the laboratory. Thus, the Departmental action for ensuring the quality of food items
through Joint Physical Inspection and lab testing as required under the applicable
Act/order was found insufficient by Audit.

The Department was found lacking in ensuring proper monitoring and supervision at
all levels. The Vigilance Committees required to be formed at every Block and FPS
level had not been constituted in many of the Blocks and FPSs. Further, non-holding of
periodical meetings of the Vigilance Committees up to the prescribed extent
undermined the transparency and accountability of TPDS system in the State. The
Department was lagging behind in utilising the allotted Budget for consumer
sensitisation activities, which limited the beneficiary’s capacity to be a participant in
the quality control process.

During physical verification of the wholesale godowns, various quality related
shortcomings were noticed. Beneficiaries have also reported below average quality of
food items during Beneficiary Survey. Further, most of the beneficiaries did not have
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the knowledge of the Department’s toll-free number and were not aware of the
complaint mechanism. Thus, Audit concludes that monitoring systems and consumer
awareness measures undertaken by the Department were inadequate and leaves scope
for improvement.

Independent qualitative analysis of food items conducted by Audit revealed that none
of the samples of fortified rice and fortified wheat flour conformed to the prescribed
level of micronutrients. In addition, some fortified salt samples also did not conform to
the prescribed level of micronutrients.

The Government may consider the following:

e  Fixing the inspection targets of various field functionaries in line with the TPDS
(Control) Order, 2015 and ensure that the targets are duly achieved.

o Take measures to ensure that there is no shortfall in collection of samples of
various food items by the field functionaries from the FPSs, mills and godowns.

e  Expedite the process of upgradation and modernisation of its FTL and ensure its
accreditation with the standardised agency.

e  Ensure that no food item is distributed before its testing and the results should be
conveyed to the field units expeditiously.

e  Ensure formation of Vigilance Committees at all levels and their regular
meetings.

o Emphasise upon community participation as a key component of improving
accountability and transparency in the State.

e  Proactive monitoring of the fortification programme in the State.

Technical Education, Vocational and Industrial Training Department

Chapter IV - Role of Himachal Pradesh Kaushal Vikas Nigam (HPKVN) in Skill
Development

Skills and knowledge are the driving forces of economic growth and social
development for any country. The HPKVN is responsible for skilling of youth of the
State through short term courses for self-employment and employment in private sector.
Programme implementation has not been given due attention by two State/
Departmental Level Monitoring Committees. There was absence of effective planning
in the HPKVN as Annual Plans of HPK'VN were not prepared. Efforts to converge skill
development programmes implemented by various Departments under one umbrella
were not effective. Trainings in Agriculture and Horticulture Sectors were not adequate.
Utilisation of funds was low during 2017-22 due to delay in empanelment of TSPs,
delay in start of trainings, low progress on civil works, etc. Performance Security was
not obtained from the TSPs. Exemption from GST Council towards payment of GST
on training conducted by the TSPs has not been obtained. There was shortfall in
providing wage employment to both female and PwD candidates. Records relating to
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adherence to the various provisions of the PMKVY guidelines such as biometric
attendance, insurance of candidates, organising Kaushal Melas, training linked to
captive placements, etc., have either not been maintained or the provisions have not
been complied with Monitoring, inspection and internal control mechanism was also
not effective. The performance of consulting firms engaged for implementation of
HPSDP was also not satisfactory. Surveyed candidates expressed dissatisfaction
towards non- conduct of job fairs and non-providing of placements by the TSPs after
their certification.

In view of the audit findings, the State Government may consider

. Skilling in sectors matching with aspiration of candidates so that they undergo
trainings, take placements, and do associated jobs with objective of long-term

employment.

o Providing adequate infrastructure for training of candidates by timely completion
of infrastructure.

o Providing trainings in sectors with local job opportunities and skilling in local

arts and crafts with provision for finance, market, display-sale centres to
publicise the same and linking of trainings to captive placement.

o Ensuring monitoring of implementation of programmes at apex level and
adequate inspections of training by various Departmental functionaries.

. Ensuring monitoring the performance of firms and TSPs in compliance to the
contractual agreement.

Tourism and Civil Aviation Department

Chapter V - Integrated Development of Theme Based Tourist Circuit in
Himachal Pradesh through Swadesh Darshan Scheme

The objectives outlined in the DPR of Integrated Development of Himalayan Circuit
(Circuit) relating to boosting local economy through employment to local youth,
enhancing income by tourism activity were not achieved.

Circuit under the scheme was not clearly defined as projects were identified and
proposed at isolated places without identifying entry/ exit points in the DPR. Hence,
the tourist circuit proposed was unable to motivate the tourists to visit most or next
destinations of the circuit.

Consultants for preparation of DPRs of individual components were engaged without
following the tender process. Considerable time was taken in preparation and
finalisation of Detailed Project Report of Circuit as a whole. The consultants had not
prepared DPRs of the individual components within the stipulated time.

Due to non-availability of land and necessary clearance/ no objection certificates of
different Departments/agencies, two components were dropped midway, and others
remained unexecuted for long and resulted in unfruitful/wasteful expenditure.
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No expenditure was incurred for IEC activities. Liquidated damages were not imposed
in two cases despite inordinate delay in completion of the components.

The diversion of the IDSD funds observed in the SDS component Convention Center
at Kiarighat was against the SDS guidelines.

The Department had handed over operation and maintenance of one completed
component without signing a memorandum of understanding with the concerned
Agency and another completed component was not handed over to the operation and
maintenance Agency.

On Joint Physical Inspection by Audit, it was observed that some of the sub-
components of the sanctioned components were either not constructed or constructed
in variance of the approval, making the expenditure incurred unfruitful.

Performance Security of X 1.57 crore from the successful bidder was not obtained
resulting in extension of undue favour to the contractor.

The State Government may consider the following:

. Preparation of DPRs of the projects as per standards/guidelines so as to avoid
delays/dropping of the components.

. Ensuring compliance with all checklists regarding availability of land/forest
clearances/no objection certificates from all the Departments concerned and
completion of all codal formalities before awarding works for execution so as to
ensure their execution, within the stipulated period.

. Expediting utilisation of funds and creation of infrastructure facilities under the
projects so as to derive intended benefits of the scheme in time.

. Ensuring strict compliance with the stipulated clauses of the contract agreement
including recovery of liquidated damages from the contractor.

Chapter VI - Individual Audit Observations (Departments)

Department of Agriculture

Excess payment of subsidy to farmers on purchase of tractors under Sub-Mission

on Agricultural Mechanisation

Non-adherence to the pattern of assistance under Centrally Sponsored Scheme “Sub-
Mission on Agricultural Mechanisation (SMAM)” resulted in excess payment of
financial assistance of ¥ 4.61 crore to 1,005 beneficiaries in the test-checked Districts.

(Paragraph 6.1)
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Himachal Pradesh Public Works Department

Unfruitful and avoidable expenditure on construction of bridge

Construction of a bridge with improper design coupled with inaction against the
defaulters/ contractor and lack of investigation as well as lackadaisical attitude of the
Department towards execution of rehabilitation work of the damaged bridge resulted in
unfruitful expenditure of T 10.60 crore. Further, it also involved an avoidable
expenditure of X 4.15 crore on rehabilitation and strengthening of the damaged bridge
(X 2.15 crore) and construction of alternate multi-span Bailey bridge (X two crore),
resultantly defeating the objective of providing relief to the commuters.

(Paragraph 6.2)

Undue financial benefits/ favour to contractor and unfruitful expenditure on
construction of road

Failure of the Department to expedite the execution of the work within stipulated period
resulted in extension of undue financial benefits/ favour of X 1.69 crore to the
contractor, besides rendering the expenditure of X 4.86 crore on the work unfruitful due
to the work not completed on time.

(Paragraph 6.3)

Chapter VII - Individual Audit Observation on State Public Sector Undertakings
(SPSUs)

Himachal Pradesh State Electricity Board Limited (HPSEBL)

Unfruitful expenditure on the construction of Transmission Lines

Poor/faulty planning for construction of (i) 400 KV Single Circuit transmission line
without the provision of equivalent voltage sub-station and (i1) two 33 KV lines without
required bays resulted in unfruitful expenditure of X 76.26 crore. Further, this also
resulted in non-achievement of the related objectives of these works.

(Paragraph 7.1)
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Chapter I: General

1.1 Introduction

This Report covers matters arising out of the Performance Audit and Compliance Audit
of the Departments and State Public Sector Enterprises of the State Government. The
primary purpose of this Report is to bring to the notice of the Legislature the important
results of audit. Findings of audit are expected to enable the Executive to take corrective
action as also to frame policies and directives that will lead to improved financial
management of the organisations contributing to better governance.

The Report has been organised in seven chapters as under:

Chapter-1I contains description of the State Government of Himachal Pradesh, brief
profile of the State for the year 2021-22, the authority for audit, response of the State
Government to various audit products namely Inspection Reports, individual
observations/paragraphs and follow-up action on Audit Reports.

Chapter-1I contains Performance Audit Report on ‘Welfare of Building and Other
Construction Workers’.

Chapter-III contains Subject Specific Compliance Audit on ‘Quality Management in
Procurement, Storage and Distribution of Food Items’.

Chapter-IV contains Subject Specific Compliance Audit Report on ‘Himachal Pradesh
Kaushal Vikas Nigam (HPKVN)’.

Chapter-V contains Subject Specific Compliance Audit Report on ‘Integrated
Development of Theme Based Tourist Circuit in Himachal Pradesh Through Swadesh
Darshan Scheme’.

Chapter-VI contains individual observations relating to Compliance Audit of
Departments.

Chapter-VII contains individual observation relating to Compliance Audit of State
Public Sector Undertakings.

1.2 About the State of Himachal Pradesh

Himachal Pradesh is situated in the western Himalayas. The State has a geographical
area of 55,673 sq. km, which constitutes 1.69 per cent of the geographical area of the
country. Recorded Forest Area (RFA) in the State is 66.52 per cent of the State’s area.
The State is predominantly mountainous with altitudes ranging from 350 metres to
6,975 metres above the mean sea level. About one third of the area of the State is
permanently under snow, glaciers and cold desert. The Average Annual Rainfall is
about 1,800 mm. The temperature of the State varies from sub-zero to 35°C. The Satluj,
Beas, Ravi, Chenab and Yamuna are the major rivers of the State.
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Himachal Pradesh became a State on 25 January 1971.

It is a Special Category State. The State is bordered by Himipchad Exadesh
Punjab, Haryana, Jammu and Kashmir, Ladakh,
Uttarakhand, and Uttar Pradesh. The State shares an Loy

. . . . Yy
international border with China. Q’%,b.

The State has 12 Districts of which most are hill
Districts and three are Tribal Districts. As per the 2011 ‘ _‘
census, Himachal Pradesh has a population of 68.6 lakh B i Kinnaur
accounting for 0.57 per cent of India’s population. The ' '
rural and urban population constitutes 89.97 per cent
and 10.03 per cent respectively. Tribal population is :
5.71 per cent of the State's population. Agriculture is %'% SrpnTi.
the main occupation of the people of Himachal Pradesh

as it provides direct employment to about 69 per cent of the main working population.
Manufacturing, Horticulture and Tourism are other important sectors of the State.

1.2.1 State Economy

Gross State Domestic Product! (GSDP) of Himachal Pradesh is estimated to be
¥ 1,24,400 crore at constant prices® (2011-12) at the end of the Financial Year
2021-22, registering growth of 8.35 per cent over the previous year. GSDP of
Himachal Pradesh (at constant prices) was 0.84 per cent of national GDP
(X 147.36 lakh crore). GSDP and per capita income (both at current and constant
prices) for 2021-22 in comparison with 2020-21 are depicted in Chart 1.1.

Chart 1.1: GSDP and Per Capita Income

GSDP (R crore), Per Capita Income (%)

2,01,854

1,75,173 1,83,333

1,56,675 1.24.400 1,41,830
1,14,814 1,33,07

GSDP at current prices Per capita income (at GSDP at constant Per capita income (at
current prices) (2011-12) prices constant prices)

m2020-21 m®m2021-22

Source: Information supplied by Economic and Statistics Department of Himachal Pradesh.

Total value of goods and services produced during a Financial Year within the State. It is the most
commonly used indicator to measure the size of an economy of a State.

GSDP at constant prices excludes the impact of inflation, while GSDP at current prices includes the
impact of inflation.
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1.3 State Government Profile

1.3.1 Structure of Government

The Government of Himachal Pradesh is organised into 48 Departments and
29 State Public Sector Undertakings (PSUs). In addition to the above, there are
53 Autonomous Bodies in the State.

The State has 61 Urban Local Bodies (ULBs) which include five Municipal
Corporations (Shimla, Dharamshala, Solan, Mandi and Palampur), 29 Municipal
Councils and 27 Nagar Panchayats. Further, there are 3,708 Panchayati Raj
Institutions (PRIs) which include 12 Zila Parishads, 81 Panchayat Samitis and
3,615 Gram Panchayats as on 31 March 2022.

1.3.2 Receipts of the State Government

The trend in total receipts of the State Government during the period 2017-18 to
2021-22 and components thereof is depicted in Chart 1.2.

Chart 1.2: Trends in Resources of State (X in crore)

=Ll 47,756
34,679 13438 37,309
30,950 30,742 y
27,367
16,775
10,870
2,458
1 1,628 2 788
637 1,064
2017-18 2018-19 2019-20 2020-21 2021-22
Revenue Receipts Capital Receipts
Net Public Account Receipts == Total Receipts

Source: State Finances Audit Report for the year ended 31 March 2022 Government of Himachal
Pradesh.

The trend in components of Revenue Receipts during the period 2017-18 to
2021-22 has been depicted in Chart 1.3.
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Chart 1.3: Components of Revenue Receipts (% in crore)

40,000 37,309 *
33,438
30,950 30,742 17,633
30,000 27,367 18,413 A
15,117 15,939
13,094
20,000 -
o i I . I |
2017-18 2018-19 2019-20 2020-21 2021-22
s Own tax revenue mm== Non tax revenue
mmmm State's Share in Union taxes and duties Grants-in-aid from Gol
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Source: State Finances Audit Report for the year ended 31 March 2022, Government of Himachal
Pradesh.

1.3.3 Expenditure Profile of State Government

Total expenditure of the State Government during the last five years and its
composition is depicted in Chart 1.4.

Chart 1.4: Total Expenditure of State Government (X in crore)
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= Revenue Expenditure (RE)  ® Capital Expenditure (CE)  ® Loans and Advances disbursed
Source: State Finances Audit Report for the year ended 31 March 2022, Government of Himachal
Pradesh.

Further details on Budget, Receipts, Expenditure, and other dimensions of State
Finances are discussed in the CAG’s State Finances Audit Report (SFAR) for Himachal
Pradesh.
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14 Authority for Audit

Authority for audit by the Comptroller and Auditor General of India (CAG)
is derived from Articles 149 and 151 of the Constitution of India and the CAG’s
(Duties, Powers and Conditions of Service) Act, 1971 (DPC Act). The CAG
conducts audit of expenditure of State Government Departments under Section 133
of the CAG’s DPC Act. In addition, CAG also conducts audit of other Autonomous
Bodies which are substantially financed by the Government under Section 14* of
DPC Act. Section 16 of the CAG’s DPC Act authorises CAG to audit all receipts
(both revenue and capital) of the Government of India and of Government of each
State and of each Union Territory having a Legislative Assembly and to satisfy
himself that the rules and procedures are designed to secure an effective check on
the assessment, collection and proper allocation of revenue and are being duly
observed. Principles and methodologies for various audits are prescribed in the
Regulations on Audit and Accounts (Amendments), 2020 and Auditing Standards
issued by the Indian Audit and Accounts Department.

1.5 Response of State Government to Audit

1.5.1 Response to Inspection Reports

Inspection Report (IR) refers to an Audit Report issued by the Audit Office [viz., PAG
(Audit), HP] after completion of audit of an auditable entity®. IR contains individual
audit observations/findings (referred to as Audit Paragraphs) and may contain audit
findings on a specific theme.

The heads of the auditable entities, through their next higher authorities, are required to
report compliance with respect to the findings contained in the IRs to the PAG (Audit)
within four weeks of receipt of IRs. Based on the action taken, an Audit Paragraph is
either settled or the auditable entity is requested to take further corrective action. When
all the Audit Paragraphs in an IR are settled, the IR is treated as settled. Ad-hoc
Committee meetings are scheduled by the Finance Department on an annual basis where
Audit Paragraphs of IRs are discussed for settlement. Status of IRs and Audit
Paragraphs therein pertaining to Social, General (excluding three Departments®) and
Economic Sectors as of 31 March 2022 is shown in Table 1.1.

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

Several non-Commercial Autonomous/Semi-Autonomous Bodies, established to implement
Schemes for employment generation, poverty alleviation, spread of literacy, health for all and
prevention of diseases, environment, etc., and substantially financed by the Government, are
audited under Section 14.

Auditable entity refers to any entity of the State Government including any Office, Authority, Body,
Company, Corporation, Fund, Local Body, or any other entity subject to audit by the Comptroller
and Auditor General of India.

Planning, Economics and Statistics and Finance Departments.
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Table 1.1: Status of settlement of Inspection Reports and Audit Paragraphs

Sr. No. | Particulars Inspection Reports Audit Paragraphs
1. Pendency as of 31 March 2021 11,254 50,912
2. Issued during the year 2021-22 617 8,414
3. Settlement during 2021-22 328 4,557
4. Pendency as of 31 March 2022 11,543 54,769

1.5.2 Response of State Government to Audit Observations contained in previous
CAG Audit Reports

CAG’s Audit Reports that are tabled in the Legislature stand referred to the
PAC/COPU. According to the Rules and Procedures of the PAC/COPU (as per
recommendations of Shakdher Committee), all State Government Administrative
Departments/Public Sector Undertakings are required to initiate suo motu action on all
Audit Paragraphs featuring in these Audit Reports. They are required to furnish, within
three months of the presentation of the Audit Reports to the State Legislature, detailed
notes to PAC/COPU indicating the remedial action taken or proposed to be taken by
them with respect to the Audit Paragraphs contained in the Audit Reports.

The status of suo motu replies to audit observations contained in previous years’ CAG
Audit Reports on Social, General and Economic Sectors and CAG Audit Reports on
PSUs, as of 31 March 2022 is given in Table 1.2.

Table 1.2: Status of suo-motu replies for audit observations contained
in previous Audit Reports

Total Audit Observations q q Suo-motu replies not
q . Suo-motu replies received .
Year of included in the Report received
Name of the the Complian, Complian: Complian
Report Performance omphance Performance omprance Performance ompaance
Report N Audit . Audit . Audit
Audits Audits Audits
Paragraphs Paragraphs Paragraphs
CAG Audit
Report on
Social, 2012-13
General and to 24 138 21 111 3 27
Economic 2018-19
(Non-PSUs)
Sectors
CAG Audit 2016-17
Report on to 2 34 2 23 0 11
PSUs 2018-19

Year-wise detail of suo-motu replies not received as shown in Table 1.2 is given in
Appendix 1.1.

1.5.3 Discussion of CAG Audit Reports in PAC/COPU

CAG Audit Reports referred to Public Accounts Committee (PAC) and Committee on
Public Undertakings (COPU) are taken up for discussion and oral examination by the
Committee concerned. State Government officials (usually the Administrative
Secretaries of State Government Department concerned/heads of State PSUs) are called
for oral examination by PAC/COPU. During the year 2021-22, the status of audit
observations discussed by PAC/COPU and status of audit observations pending for
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discussion in the PAC/COPU as of 31 March 2022 is given in Table 1.3.

Table 1.3: Discussion of Audit Observations during the year 2021-22 and Audit
observations pending for discussion as of 31 March 2022 in PAC/COPU

Concerned
Legislative
Committee

-Name of
the Report

Year of
the

Total Audit Observations
included in Reports

Audit Observations
discussed in PAC/COPU up
to March 2021

Audit Observations
discussed in PAC/COPU

during 2021-22

Audit Observations pending
for discussion in
PAC/COPU as of
31 March 2022

Report
Performance

Audits

Compliance
Audit
Paragraphs

Performance
Audits

Compliance
Audit
Paragraphs

Performance
Audits

Compliance
Audit
Paragraphs

Compliance
Audit
Paragraphs

Performance
Audits

PAC-
CAG
Audit
Report on
Social,
General
and
Economic
(Non-
PSUs)
Sectors

2008-09 to

2018-19 43

322 28

240

COPU-
CAG
Audit
Report on
PSUs

2015-16
to 3
2019-20

50 1

During the year 2021-22, the status of audit observations discussed by PAC/COPU is
given in Appendix 1.2 and the year-wise details of audit observations pending for
discussion in PAC/COPU is given in Appendix 1.3.

1.5.4 Response of the State Government to recommendations of PAC/COPU

PAC/COPU prepares reports summarising the Committee's hearings, action taken by
the State Government/PSUs and recommendations of the Committee. These reports are
submitted to the State Legislature. Administrative Departments and PSUs are required
to submit Action Taken Notes (ATNs) on recommendations of PAC/COPU within three
months from the date of receipt of recommendations. The status of ATNs on the
recommendations of PAC/COPU, as of 31 March 2022, is shown in Table 1.4.

Table 1.4: Status of Action Taken Notes (ATNs) on the recommendations of PAC/COPU

L (CHONIAY Number of total
Concerned recommendations Number of ending ATNs on
Name of the Report Legislative pertaining to Departments/ rfcommgn dations of
Committee Legislative PSUs PAC/COPU
Assembly Tenures
CAG Audit Report .
on Social Gean:)ral Public Accounts Vidhan Sabha VI,
> . VII, VIIL, IX, X, X1, 20 95
and Economic Committee (PAC) XT1. XTI
(Non-PSUs) Sectors ’
CAG Audit Report Committee on Public Vidhan Sabha XII
on PSUSs Undertakings and XIII 11 26
(COPL)

Department-wise and Vidhan Sabha tenure-wise detail of Table 1.4 is given in

Appendix 1.4.
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Chapter II: Performance Audit on Welfare of Building and Other
Construction Workers

Department of Labour and Employment

(Himachal Pradesh Building and Other Construction Workers’ Welfare Board)
2.1 Introduction and Audit Framework

2.1.1 Introduction

Building and other construction workers are one of the most vulnerable segments of the
unorganised labour in India. Building and other construction works are characterised by
their inherent risk to the life and limb of the workers. The work is also characterised by its
casual nature, temporary relationship between employer and employee, uncertain working
hours, lack of basic amenities and inadequacy of welfare facilities.

It was considered necessary to constitute Welfare Boards in every State to provide and
monitor social security schemes and welfare measures for the benefit of building and other
construction workers. For the said purpose, the Government of India brought out a
comprehensive legislation, namely, the Building and Other Construction Workers
(Regulation of Employment and Conditions of Service) Act, 1996 (hereinafter referred to
as “the Act”). It was also considered necessary to levy a cess on the cost of construction
incurred by the employers on the building and other construction works for ensuring
sufficient funds for the Welfare Boards to undertake the social security schemes and
welfare measures. The cess was provided for in the Building and Other Construction
Workers’ Welfare Cess Act, 1996 (hereinafter referred to as “the Cess Act”).

Himachal Pradesh Government notified Himachal Pradesh Building and Other
Construction Workers (Regulation of Employment and Conditions of Service) Rules, 2008
(hereinafter referred to as “HPBOCW Rules”). It constituted Himachal Pradesh Building
and Other Construction Workers’ Welfare Board (hereinafter referred to as “the Board™)
in March 2009 and thereafter Himachal Pradesh Building and Other Construction Workers’
Welfare Fund (hereinafter referred to as “the Fund”) was created.

The Board consists of a Chairperson appointed by the State Government, a member
nominated by the Central Government, not more than five persons representing the
building and other construction workers appointed by the State Government, not more than
five persons from among the employers of construction and building workers appointed by
the Government, not more than five members representing the State Government of whom
one shall be the Chief Inspector of Inspection of Building and Construction of the State,
one each shall be a representative of Finance Department, Law Department, Labour
Department and Welfare Department.
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The functions of the Board are carried out by the Secretary-cum-Chief Executive Officer
(CEO), who 1is further assisted by Assistant Controller for looking into accounts and
financial work, Executive Officer for administrative matters, Section Officers to examine
welfare scheme applications and other staff for assisting in day to day work . At field level,
12 Labour Officers' (LOs) and 33 Labour Inspectors? (LIs) of the Department of Labour
and Employment are posted throughout the State for effective discharge of the functions
of the Board and the Department. Further, in March 2023, 12 Labour Welfare Officers
(LWOs)? were appointed, who work as the field functionaries of the Board.

The Department of Labour and Employment, Government of Himachal Pradesh
(hereinafter referred to as “the Department”) aims to promote growth of industrial and
commercial activities by ensuring harmonious relationship between the employer and
workmen through preventive steps, conciliatory effort, adjudicatory and punitive action
and promoting welfare activities for workmen. This is done through the implementation of
27 Central Acts and two State Acts in the State. These Acts are listed in Appendix 2.1.
The Act and the Cess Act, which form the core of this Performance Audit Report, are
among these 27 Central Acts.

Labour Commissioner-cum-Director of the Department is Chief Inspector and Appellate
Authority under the Act and the Cess Act respectively. The 12 Labour Offices are each
headed by a Labour Officer of the Department who are appointed as Cess Collectors cum
Assessing Officers, Authorised Officers and Inspectors. In addition, the office of the LI
Hamirpur is also authorised for registration of workers and submission of welfare claims
of the beneficiaries in his jurisdiction.

! Labour Officers (LOs) are Assessing Officers-cum-Cess Collectors for assessment and collection of
cess under the Cess Act, Registering Officers for registration of establishments, Inspectors for
inspection within their respective jurisdiction and Authorised Officers for registration of building and
other construction workers (registration of workers is being carried out by LWOs from March 2023
onwards) under the Act.

Labour Inspectors (LIs) are Inspectors for inspection within their respective jurisdictions under the Act.
LI Hamirpur has been given additional responsibility of registration of eligible workers, distribution of
benefits to the beneficiaries and organising the awareness camps.

3 Labour Welfare Officers (LWOs) work as the field functionaries of the Board for registration of

beneficiaries, disbursement of benefits to beneficiaries and organising the awareness camps.
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2.1.2  Organisational Setup

Organogram of the Department and the Board is given below:

o

SECRETARY (LABOUR AND
EMPLOYMENT DEPARTMENT)

J

PN
[ THE BOARD

::] LABOUR AND EMPLOYMENT
E DEPARTMENT

&
THE CHAIRPERSON

@

2

LABOUR COMMISSIONER-CUM-
DIRECTOR OF EMPLOYMENT

l

JOINT LABOUR COMMISSIONER THE BOARD MEMBERS
O
—
v I |

SECRETARY-CUM-CHIEF EXECUTIVE OFFICER

DEPUTY LABOUR COMMISSIONER

{

i

LABOUR OFFICER ASSISTANT EXECUTIVE SECTION LABOUR
CONTROLLER OFFICER OFFICER WELFARE
OFFICER

LABOUR INSPECTOR

The Board had registered 3,73,513 building and other construction workers and
2,267 establishments/construction works as of March 2022. Active registrations of workers
was 2,90,929 as of March 2022. During 2017-22, the Board had registered 2,62,988
beneficiaries and cess amounting to I 407.74 crore was deposited in the Fund, while
welfare benefits amounting to X 315.42 crore were distributed to the beneficiaries.
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2.1.3 Audit Framework

2.1.3.1 Audit Objectives
The Performance Audit was conducted with objectives to assess whether:

1. The rules notified by the State Government under the Act are consistent with the
spirit of the Act and the Cess Act.

2. There was an effective system for registration of establishments and beneficiaries.

3. Cess assessment, collection, and transfer of collected cess to the Fund was
efficient.

4. Government prescribed appropriate health and safety norms and could ensure
compliance to those norms by the employers.

5. Government implemented transparent and effective system of inspections to check
evasion of labour cess and to ensure compliance to health and safety norms by
employers.

6. Administration and utilisation of funds on implementation of Welfare Schemes by
the Board was efficient and effective and as per Act and rules framed by the State
Government and Central Government.

2.1.3.2 Audit Criteria

Criteria against which the audit findings are benchmarked are derived from the following
sources:

(1) Building and Other Construction Workers (Regulation of Employment and
Conditions of Service) Act, 1996

(i1) Himachal Pradesh Building and Other Construction Workers (Regulation of
Employment and Conditions of Service) Rules, 2008

(iii))  Building and Other Construction Workers’ Welfare Cess Act, 1996 and Cess
Rules, 1998

(iv)  Himachal Pradesh Financial Rules, 2009
(v) Resolutions passed by the Board

(vi)  National Building Code of India, 2016 titled ‘Construction Management,
Practices and Safety’

(vii)  Indian Standard Safety Code for Scaffolds and Ladders Part I & II (IS: 3696)

(viii) Inspection Policy notified by the State Government
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2.1.33 Audit scope and methodology

The Audit covered a period of five years from the year 2017-18 to 2021-22. However,
where inconsistency in rules was observed and updated data beyond audit period was
available, the same has been included in the Report, wherever required. Audit test-checked
the records of the offices of the Board, Labour Commissioner-cum-Director of
Employment, two Labour Officers(LO) and one Labour Inspector(LI). Selection of field
units, Welfare Schemes, beneficiaries for survey and establishments for Joint Physical
Inspection are discussed in the Paragraphs 2.1.3.4 to 2.1.3.7.

2.1.34 Selection of units

The sample test-checked in Audit included two Labour Officers’ zones, four Local Bodies
and four Executive Agencies (two each in the test-checked LO Zones). In addition, 10
Welfare Schemes were also test-checked to evaluate eligibility conditions of beneficiaries
and timely disbursal of benefits. A total of 243 beneficiary applications were scrutinised
for conducting a survey. Joint Physical Inspection of 26 establishments/sites was also
conducted.

2.1.3.4 (A) Selection of Labour Office Zones

The Department has divided the whole State into 12 Labour Officers’ zones and
distribution of the benefits of the Welfare Schemes and collection of cess is through the
LOs of these zones. As per the approved sampling methodology, two Labour Office zones
namely, LO Bilaspur (including Labour Inspector Hamirpur which is under the jurisdiction
of LO Bilaspur) and LO Kullu were selected based on the maximum amount of benefits
distributed and the maximum cess contribution to the Fund during 2017-22, respectively.

2.1.3.4 (B) Selection of Works Executing Agencies and Local Bodies in the selected
two Labour Office zones

e Records of four Himachal Pradesh Public Works Department (PWD) Divisions
namely, PWD Ghumarwin, PWD Barsar, PWD Kullu, and PWD Banjar (shown in
the map), being the top four Divisions incurring expenditure on construction works
during 2017-22, were test-checked to verify whether the establishments were being
registered as per the rules and applicable labour cess was being deducted from
payments made and was deposited timely into the Board’s account as per the
provisions of the Cess Act.

e Records of four Local Bodies/Town and Country Planning (TCP) offices namely,
Municipal Council (MC) Bilaspur, MC Hamirpur, MC Kullu, and TCP Manali,
(shown in the map) were selected through random sampling for assessing whether
applicable labour cess was collected while approving the Building Plan and
deposited with the Board.
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Details of the test-checked units are shown in Map 2.1.

Map 2.1: Details of test-checked units

SELECTION OF UNITS

1. Labour Office having maximum amount
of benefits under Welfare Schemes:
LO Bilaspur (along with LI Hamirpur)

2. Labour Office having maximum
contribution to Cess Fund: LO Kullu

\_ /

Labour Office
Bilaspur Zone
(alongwith LI
Hamirpur)

Selected Local Bodies Selected Local Bodies/

1. MC Bilaspur TCP Department
2. MC Hamirpur 1. MC Kullu
2. TCP Manali
Selected Works Executing Selected Works Executing
Agencies Agencies

1. PWD Barsar (3196 crore)
2. PWD Ghumarwin (%174 crore)

1. PWD Kullu (%180 crore)
2. PWD Banjar (122 crore)

2.1.3.5 Selection of Welfare Schemes

Ten Welfare Schemes were selected based on stratified data of amount of assistance
disbursed during 2017-22 as given in Chart 2.1.
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Chart 2.1: Details of selected ten Welfare Schemes

Schemes with no expenditure

a. Advance for purchase or
construction of house

b. Blankets, Hot Case, Tiffin, and
Steel Dinner Set for beneficiary

COVID-19 Financial

Induction Cooker Assistance X 78.59 crore

2792 crore €=
— Ten selected
Welfare
Schemes with
Q expenditure
_ 268.15 crore

Washing Machine
3 8.04 crore

Education Assistance

Solar Lantern T 72.15 crore

210.24 crore

Marriage Assistance
T 64.48 crore

Maternity/Paternity

Financial Assistance Death and Funeral
Z11.87 crore Financial Assistance

3 14.86 crore

2.1.3.6 Selection of beneficiaries for survey

A total of 243 applications* of the registered beneficiaries in the test-checked LOs/LI were
selected for checking eligibility conditions and timely disbursal of benefits. Survey of these
beneficiaries was conducted to evaluate the performance of the Board in respect of
identification and registration of beneficiaries, scrutiny of their applications, and
addressing the grievances of the beneficiaries, if any.

Additionally, Beneficiary Survey of 82 workers® at worksites selected for Joint Physical
Inspection in the test-checked LOs/LI zones was also conducted. Findings of the
Beneficiary Survey are discussed in Paragraph 2.8.

2.1.3.7 Selection of establishments/worksites

In the test-checked LOs/LI, Audit conducted Joint Physical Inspection of 26 °
establishments/ construction sites. Nine registered construction sites were selected
randomly from the database of LOs. 14 unregistered construction sites were selected on

4 LO Bilaspur: 65, LO Kullu: 112, LI Hamirpur: 66
5 LO Bilaspur: 09, LO Kullu: 20, LI Hamirpur: 53
6 LO Bilaspur: 06, LO Kullu: 11, LI Hamirpur: 09

15|Page




Composite Audit Report-11 of the CAG for the period ended March 2022

the basis of high construction cost from the database of Local Bodies and works executing
units. Three construction sites where accident had occurred were also selected. Findings of
the Joint Physical Inspection are discussed in Paragraph 2.3.3 and Paragraph 2.5.2.

2.1.3.8 Entry Conference and Exit Conference

An Entry Conference with the Secretary, Labour and Employment to the Government of
Himachal Pradesh was held on 6 December 2022 wherein the objectives, scope, criteria
and methodology of audit were discussed. On conclusion of Audit, Exit Conference was
held with the Secretary, Labour and Employment on 20 October 2023 and the comments
of the Secretary have been suitably incorporated in the Report.

Audit Findings
2.2 Notification and Framing of Rules

Section 62 (1) of the Act provides that the appropriate Government may, after consultation
with the Expert Committee’, by notification, make rules for carrying out the provisions of
this Act. Subsequently, the State of Himachal Pradesh with the recommendations of Expert
Committee (constituted by Government of Himachal Pradesh in September 2003) notified
HPBOCW Rules, 2008 to carry out provisions of the Act.

2.2.1  Absence of clarity in rule for financial assistance for marriage

As per Rule 282 of HPBOCW Rules, 2008 regarding financial assistance® for marriage,
the beneficiary after completion of two months of the membership shall be eligible to get
financial assistance for his marriage and for the marriage of two children only. The
beneficiary shall submit the application for such assistance to the Secretary or the
Authorised Officer in Form No.-XLIV along with requisite documents like Certificate of
Marriage, copy of Parivar Register etc.

Audit observed that:

I.  The Rule is not clear about who will be eligible in case more than one family
member i.e., father, mother and son/daughter himself/herself, make the application
for financial assistance for the same marriage.

II.  Also, the Rule is not clear about any restriction/limitation on how many members
of the same family (father, mother, son himself/daughter herself) can get financial

Section 5 of the Act provides that the appropriate Government may constitute one or more expert
committees consisting of persons specially qualified in building and other construction work for
advising the Government for making rules under this Act.

8 Rates of marriage assistance: X 5,100/- w.e.f. December 2008, X 11,000/- w.e.f. November 2011,
%21,000/- w.e.f. May 2013, % 25,000/- w.e.f. August 2014, % 35,000/- w.e.f. January 2018, ¥ 51,000/-
w.e.f. September 2020.
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assistance for the marriage of one’ family member in case more than one family
member is registered with the Board.

The Board stated (April 2023) that the above issues shall be brought to notice during the
Board of Directors’ meeting.

Due to absence of clarity of the Rule, Audit noticed 12 cases where two members of the
family got marriage assistance for the marriage of one person of the family, as discussed
in Paragraph 2.7.10.4 (A).

2.2.2  Non-compliance with the Central Advisory Committee recommendations

Section 3 of the Act provides that the Central Government shall constitute a committee to
be called the Central Building and Other Construction Workers’ Advisory Committee
(CAC) to advise the Central Government on such matters arising out of the administration
of this Act as may be referred to it. Recommendations of CAC are then communicated to
the States. Issues related to CAC recommendations are discussed in the succeeding
Paragraphs.

2.2.2.1 Frequency of health check-up of beneficiaries

The CAC'" in its 16™ meeting (September 2014) recommended that the annual health
check-up of every registered construction worker must be got done by the concerned State
Building and Other Construction Workers’ Welfare Boards.

The Government of Himachal Pradesh (GoHP) in January 2020 notified Rule 280(3) of
HPBOCW Rules, 2008 stipulating that the Board may conduct health check-up of the
registered workers/beneficiaries and their dependents and expenditure shall be borne by
the Board.

Audit observed that:

I.  The Rule was framed after a delay of more than five years after the recommendation
(September 2014) of CAC. Further, the Rule does not specify the frequency of
health check-up which was stipulated by CAC to be conducted annually.

9 Cases where all members of the family (both parents and child) are registered with the Board and all of
them applied for marriage assistance for marriage of child or self as the case may be.

10 The CAC advise the Central Government on such matters arising out of the administration of the Act
and shall consist of a Chairperson to be appointed by the Central Government, three Members of
Parliament of whom two shall be elected by the House of the People and one by the Council of States,
the Director-General as ex officio member, such number of other members, not exceeding thirteen but
not less than nine, as the Central Government may nominate to represent the employers, building
workers, associations of architects, engineers, accident insurance institutions and any other interests
which, in the opinion of the Central Government, ought to be represented on the Central Advisory
Committee.
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II.  In the meantime, although the Board had directed (August 2019) the LOs/LI to
conduct health check-ups as per targets fixed by them, no record of health check-
up conducted and workers covered against the target was maintained by the Board.

2.2.3 Non-adoption of criteria for pension as per Model Welfare Scheme

Pursuant to the directions of the Hon’ble Supreme Court dated 4 July 2018, Model Scheme
for Building and Other Construction Workers and Action Plan for Strengthening
Implementation Machinery was formulated by Ministry of Labour and Employment,
Government of India (Gol) and all the State Governments and Union Territory
Administrations were requested to comply with the scheme. As per Model Welfare
Scheme, pension should be admissible to only those registered building and other
construction (BOC) workers who have remained registered for a minimum of 10 years. In
this regard, the State Welfare Board should issue a certificate to the effect that a BOC
worker has remained registered for a period of 10 years.

Rule 272 of HPBOCW Rules, 2008 states that if a person had been a beneficiary for at least
three years continuously immediately before attaining the age of 60 years he shall be
eligible to get a pension'! and pension will become payable from the first day of succeeding
month in which he completes 60 years of age.

Audit observed that the Board did not adopt the 10-year registration criterion for pension
as prescribed in the Model Welfare Scheme, and continued to grant pensions in accordance
with Rule 272 of the HPBOCW Rules, 2008.

During 2017-22, the Board disbursed pension to 454 beneficiaries amounting to
% 0.98 crore in the State on the criteria of three years of membership of the Board.

The Board stated (December 2022) that the matter of pension eligibility was discussed in
its 35" meeting of the Board and it was decided to keep the criteria of three years of
continuous service for the pension.

Audit is of the view that non-adoption of the 10-year criterion may lead to a higher financial
liability for the Board. Given that pension constitutes a long-term obligation, the Board
should analyse its impact on future financial sustainability and capacity to provide other
welfare benefits to workers.

23 Registration of Establishments and Beneficiaries

The Act is applicable to “every establishment which employs or had employed on any day
of the preceding twelve months, ten or more building workers in any building or other
construction work”. Section 7 of the Act provides that every employer shall in relation to
an establishment to which this Act applies on its commencement, within a period of 60
days from such commencement make an application to the Registering Officer for the

' Rate of Pension (per month): ¥ 200/- w.e.f. December 2008, % 500/- w.e.f. November 2011, % 1,000/-
w.e.f. January 2020.
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registration of such establishment. After the receipt of an application, the Registering
Officer shall register the establishment and issue a certificate of registration to the employer
thereof.

As per Government notification (April 2009'?), the Labour Officers of the State have been
appointed as Registering Officers to register building and other construction works. The
Board had registered 2,267 establishments/construction works as of March 2022.

Registration of Establishments

2.3.1 Non-development of mechanism for regular monitoring of construction
activities in the State

Pursuant to the directions of the Hon’ble Supreme Court (4 July 2018), Model Welfare
Scheme was formulated by the Ministry of Labour and Employment, Government of India.
One of the measures suggested to strengthen the machinery for registration of
establishments was that the State Governments should develop a mechanism for regular
monitoring of construction activities going on in the State and make use of Geographic
Information System (GIS) technology/mapping efc. for the purpose. Specific care should
be taken that the private sector is also covered.

Audit noticed that neither the Board nor the Department had devised suitable mechanism
for regular checking/detection of ongoing construction activities in the State as of January
2023. Neither have they used any GIS technology or mapping to register each construction
work as ‘establishment’ under the Act.

The Board stated (December 2022) that nothing has been received from the Government
as action is required to be taken at the Government level.

The reply confirms the fact of absence of a monitoring mechanism with the Board and the
Department to check the construction activities in the State. This is also to be viewed
against the fact that Audit has observed that major portion of cess amount was being
deposited by the Government employers as compared to the private employers as discussed
in Paragraph 2.7.8.1 (E). The Department is depending on suo motu action on part of the
employers to register their establishments/works while it should be taking proactive action
and initiative to develop a mechanism for the registration of all employers including private
construction sites in collaboration with the State Government. Such a mechanism will
further enable verification regarding the registration of workers as well as payment of cess
and thus will ensure compliance with the Act/Rules.

In the Exit Conference, the Secretary stated (October 2023) that creation of GIS wing
within Information Technology Department of Government of Himachal Pradesh has been
approved and feature for mapping of the construction sites will be included in the ambit of
the newly created wing.

12° Notification No.: Shram (A)4-6/2007-BOCW-Pt.-1I, Dated 30 April 2009.
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2.3.2  Non-compliance with the registration conditions

Rules 26 and 27 of HPBOCW Rules, 2008 provide for certain conditions to be fulfilled for
registration and penalties to be levied for late registration of establishment. Audit noticed
that the Registering Officers had not ensured that these rules were being complied with by
the employers. Audit observations relating to registration have been discussed in the
succeeding Sub-paragraphs.

2.3.2.1 Non-obtaining work commencement/completion notice from the employers

As per Rule 26 (3) of HPBOCW Rules, 2008, the employer shall, before 30 days of the
commencement and completion of any building or other construction work, submit a
written notice to the Inspector, intimating the actual date of commencement or, as the case
may be, completion of such building or other construction work in Form- IV!3.

Audit observed that in the test-checked LOs, 35 establishments'* were registered under the
Act during 2017-22. However, notice regarding commencement or completion of any
building or other construction work was not submitted by the employers/contractors to the
LO concerned.

LO Bilaspur and LO Kullu stated (January 2023) that due to rush of work and vacant post
of Labour Inspector, notice could not be served to establishments for non-submission of
completion report.

Submission of information about the commencement/completion of construction work
provides the opportunity to the LO/LI to inspect the construction site and in case of
completion of work, it allows LO/LI to ensure that the complete cess amount has been
deposited by the employer. Absence of any mechanism for obtaining information regarding
commencement/completion of construction work shows weak controls of the Board with
regard to the ongoing construction activities in the State.

In the Exit Conference, the Secretary directed (October 2023) the LOs to register all the
establishments/sites and demand for required certificates.

2.3.2.2 Non-registration of establishments within time and non-levy of late fee for
delay

Section 10 of the Act provides that no employer of an establishment to which this Act
applies shall employ building workers in the establishment after the expiry of sixty days’
period for registration of establishment as given under Section 7 of the Act, or after the

Form-IV contains information about name and address of establishment and employer, name and
situation of place where work is to be carried on, number and date of certificate of registration, name
and address of person in-charge, nature of work involved, date of commencement or completion of
work.

14 LO Bilaspur: 14 and LO Kullu: 21
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revocation of registration under Section 8 or after the expiry of the period for preferring an
appeal under Section 9 or after the dismissal of the appeal, as the case may be.

Rule 27 of HPBOCW Rules, 2008 provides that if the application for registration is not
submitted within the time limit i.e., within 60 days from the commencement of work, late
fee @ 25 per cent of the rates of fee'® shall be levied where the delay is up to one month,
@ 50 per cent where the delay is beyond one month and up to six months and 100 per cent
where the delay is beyond six months.

Audit noticed that in test-checked LOs, out of 35 establishments'® registered during the
period 2017-22, applications of 16 establishments!” were submitted after the expiry of sixty
days’ time specified and with delay ranging from 15 days to 1,570 days. These
establishments continued engaging workers and carried on the construction work without
registration. They were registered by the concerned LOs as and when the applications were
received from the employers without stopping the construction work or levying the late fee
as applicable, in violation of the Act/Rule ibid.

LO Bilaspur stated (March 2023) that notice will be issued to the establishments in due
course of time. LO Kullu stated (May 2023) that registration is being done through online
portal and less fees deposited by the mentioned employers will be recovered.

The reply is not acceptable as the LOs/LIs should ensure that the construction works do
not carry on without registration and should have collected late fees from the employers at
the time of registration.

2.3.3  Unregistered establishments noticed during Joint Physical Inspection

Section 7 of the Act provides for registration of establishments with the Registering Officer
within a period of sixty days from commencement of work. Section 10 provides for the
effect of non-registration and states that no employer of an establishment to which this Act
applies shall employ building workers in the establishment after the expiry of sixty days’
period for registration of establishment from commencement of work.

In the two test-checked LOs, during Joint Physical Inspection conducted by Audit along
with the staff of PWD and Labour Offices, 14 unregistered'® construction works were
noticed. Out of which, 13 construction works were required'” to be registered under
Section 7 ibid. Out of 206 workers engaged in these 14 establishments, 82 workers were
surveyed and only 11 workers were found registered with the Board.

Fees to be paid for grant of certificate of registration is based on number of workers proposed to be
employed and is ¥ 100/- for 10 to 50 workers, ¥ 500 for 51 to 100 workers, X 1,000/- for 101 to 250
workers, % 2,500/- for 251 to 500 workers and X 5,000/- for more than 500 workers.

16 LO Bilaspur: 14, LO Kullu: 21.

LO Bilaspur: seven, LO Kullu: nine.

18 11 sites selected from the data of PWDs and three sites from the data of MCs/TCP.

Establishments had employed on any day during construction period, ten or more building workers.
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Out of 14 unregistered construction works, cess of 11 establishments was being deposited
by their Principal Employers®® whereas three private employers eligible for deposition of
cess, had not paid the same during the period covered under audit (2017-22), which was
against the provisions of the Cess Act.

Thus, non-registration of establishments under the Act was indicative of the fact that
registration process was ineffective and concerned LOs had not conducted inspections as
a result of which eligible establishments were not identified and provision of Section 10
‘Effect of non-registration’ could not be applied.

Pictures of some unregistered sites visited during Joint Physical Inspection are shown
below:

Picture 2.1 ) Picture 2.2
Government Degree College, Gadagusaini, Construction of bridge over Sukkar Khad on
Kulln Bara Khlaut Nandal Suddar Batlahu

Joreghat Road, Hamirpur

e

ik Il L ’ (

Picture 2.3 Picture 2.4
50 Bedded Integrated Ayush Sowa-Rigpa .
Hospital, Bajoura, Kullu

Shopping Complex near Shiv Mandir Main
Bazar, Hamirpur

20 The Contract Labour (Registration and Abolition) Act, 1970 defines Principal Employer as “in relation
to any office or Department of the Government or a local authority, the head of that office or Department
or such other officer as the Government or the local authority, as the case may be, may specify in this
behalf”. Test-checked Principal Employers include PWD Kullu, PWD Banjar, PWD Barsar and PWD
Ghumarwin.
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Registration of Workers

Section 12 of the Act provides that every building worker in the age group of 18 to 60 years
and who has been engaged in any building or other construction work for not less than
ninety days during the preceding twelve months shall be eligible for registration as a
beneficiary under this Act.

Rule 266 of the HPBOCW Rules, 2008 states that every building worker eligible to become
a beneficiary to the Fund shall submit an application to the Secretary or to an officer
authorised by him in this behalf. Where the Secretary of the Board or an officer authorised
by him is satisfied that the applicant fulfils the conditions, such building worker shall be
registered as a member.

As per Government Notification (March 2010%"), the Labour Officers of the State have
been appointed Authorised Officers to register building and other construction workers.

The Flow chart of the process of registration of building and other construction workers as
beneficiary is as follows:

1. APPLICATION FOR REGISTRATION

2. REGISTRATION FEE “%" LABOUR
|% WORKER < d'ﬁ OFFICER |

1. REGISTRATION NUMBER
2. IDENTITY CARD

A 4

2.3.4  Progress with regard to registration of workers

The Board had registered 3,73,513 beneficiaries/workers as of March 2022. The following
chart shows the progress in respect of registration of workers with the Board.

Chart 2.2: Progress in respect of registration of workers with the Board

400000 373513
350000 303848

300000
250000 213184

200000 172326
150000 137045
100000
50000
0

No. of registered workers

No. of registered
workers

31-Mar-18 31-Mar-19 m 31-Mar-20 m3]-Mar-21 W 31-Mar-22

2l Notification No.: BOCWB/Estt./Registration/SML/2010, Dated 6 March 2010.
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Audit observations made with respect to registration of workers are discussed in the
succeeding Paragraphs.

2.3.4.1 Non-obtaining monthly returns from the employers

As per Rule 268 (2) of HPBOCW Rules, 2008, every employer shall send a return on
monthly basis to the Secretary, or any other officer authorised by him in this behalf, a return
in Form-XXX showing the details of the workers entitled to be registered as well as those
who left the work during the preceding month.

Audit noticed that in the test-checked LOs, none of the employers of 35 registered
establishments?? had submitted monthly returns to the concerned LO during 2017-22.
Resultantly, information about workers entitled to be registered was not received by the
office and eligible workers might not have been registered due to which they would have
been deprived of benefits of Welfare Schemes provided by the Board.

LO Kullu confirmed the facts and stated (February 2023) that it is the duty of the employer
to submit the Form-XXX to the Registering Officer as per the mandate of the Act. LO
Bilaspur stated (March 2023) that notice will be issued to the establishments in due course
of time.

LOs should take proactive action to obtain monthly returns from the employers and register
the eligible workers.

2.3.4.2 Unregistered workers noticed during Beneficiary Survey

In the test-checked LOs/LI, out of 82 workers surveyed by Audit at the construction sites/
establishments, 71 unregistered workers were noticed. Out of these 71 unregistered
workers, 53 workers were unaware about the Board and its Welfare Schemes and
48 workers were eligible for registration based on the criteria of 90 days’ work in
construction activities in the preceding 12 months. The non-registration of these workers
deprived them of welfare benefits being provided by the Board.

Also, out of 82 workers surveyed, majority 1.e., 64 workers (78 per cent) were migrant
workers. Out of which, 43 migrant workers were eligible for registration but only 11 were
registered. However, as per information furnished by LI Hamirpur, only 424 migrant
workers (one per cent) out of 77,695 registered workers were registered as of December
2022. As per information furnished by LO Bilaspur only 640 migrant workers
(two per cent) out of 42,559 registered workers and as per information furnished by LO
Kullu only 688 migrant workers (three per cent) out of 25,388 registered workers were
registered as of March 2022.

22 LO Bilaspur: 14 and LO Kullu: 21.
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The registration of only one to three per cent migrant workers as intimated by the
Department is in sharp contrast with the findings of the Beneficiary Survey, which raises
the question whether all the eligible migratory workers were indeed being registered.

The Board should provide ample publicity to its schemes and should focus on modern
means of advertisement through social media along with the usual means of advertisement
through newspaper, radio etc. and facilitate direct contact with workers through
organisation of camps at the construction sites. The Registering Officers i.e., LOs of the
Department also have a crucial role in generating awareness among the construction
workers, including the migrant workers about the need for registration, thereby enabling
access to the Welfare Schemes of the Board.

2.3.4.3 Shortfall in registration of workers

The Board had fixed (May 2013, May 2018, May 2019 and July 2021) target of registration
of workers for every Labour Zone (Appendix 2.2). The post of Motivator-cum-Computer
Operator was created to assist the LOs/LI to increase the number of beneficiaries of the
Board. The Board also directed every Motivator-cum-Computer Operator to register
maximum construction workers (March 2018).

Audit noticed that the Board had fixed targets without any survey or assessment of the
number of building and other construction workers engaged in the State. Audit further
observed that there was shortfall in registration of workers as beneficiaries of the Board
under each LO/LI in the State against these targets ranging from seven to 94 per cent during
2017-22 as shown in Appendix 2.2. This is indicative of the fact that either the targets
were not fixed on a realistic basis or the officials did not take necessary action to achieve
the set targets.

In test-checked LOs/LI, LO Bilaspur had a shortfall in registration ranging from 2,849 to
10,345 (41 to 63 per cent), LO Kullu from 1,747 to 16,578 (52 to 92 per cent) and LI
Hamirpur from 1,581 to 9,547 (11 to 53 per cent) during 2017-22.

The Board stated (May 2023) that the post of Motivator-cum-Computer Operator had been
created to achieve the targets and sufficient camps to increase registration of beneficiaries
were organised to motivate the workers but still workers did not register and as such targets
could not be achieved.

The reply is not acceptable as there was a shortfall in organisation of awareness camps,
meetings etc. as discussed in the succeeding Paragraph.

2.3.4.4 Shortfall in organisation of camps

The Secretary-cum-CEO of the Board directed (September 2018) all the motivators/
Registration Assistant/Computer Operators to organise at least 3-5 camps® in a week to

3 52 weeks x 3 camps = at least 156 camps in a year.
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gear up the registration number so as to maximise the beneficiary enrolment as per the
targets fixed. Motivators were also to attend the Gram Sabha meeting of Panchayat
concerned, Panchayat Samiti meeting and other such meetings which are conducted in the
Block Development Office to cover the Mahatma Gandhi National Rural Employment
Guarantee Scheme (MGNREGS) and other BOC workers.

Audit observed that -

(I)  Despite the Board being formed in 2009, the targets for conducting camps to
maximise the registrations were fixed only in September 2018.

(II) As against the requirement of a minimum of 468%* camps to be organised by each
LO in the State and LI Hamirpur during the period April 2019 to March 2022, there
was a shortfall ranging between 50 per cent (232 camps) to as much as 95 per cent
(443 camps) in organisation of camps as detailed in Chart 2.3.

Chart 2.3: Details of camps organised by Labour Offices during 2019-22

| Minimum camps to be organised (468) |
V
&
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S
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Achievement = Shortfall Minimum camps to be organised (468)

Source: Information provided by the Board.

Due to non-organisation of required camps, the workers remained unaware of Welfare
Schemes provided by the Board as was observed during the Beneficiary Survey of
82 workers in which 57 (70 per cent) were unaware about Welfare Schemes of the Board
and 55 (67 per cent) said that camps were not organised by LOs/LI and as a result eligible
construction workers did not get registered with the Board, rendering the process of
creating awareness about welfare benefits incomplete and ineffective.

Besides, LO Bilaspur and LO Kullu had not maintained any camp register. Thus, Audit
could not verify the number of camps actually organised by the LOs and in the absence of

24 156 camps x 3 years = 468 camps.
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the register how these numbers were being reported in Monthly Progress Reports. While
the LI Hamirpur had maintained Camp Register w.e.f. November 2021 only, which was
however neither signed by the motivator nor verified by the LI.

The Board stated (December 2022) that due to Vidhan Sabha Session, Model Code of
Conduct and COVID-19 pandemic, required camps could not be organised. The test-
checked LOs and LI confirmed the facts and stated (December 2022, February 2023) that
due to rush of work and shortage of staftf and COVID-19 pandemic, required camps could
not be organised.

The fact, however, remains that the year 2019-20 was not fully impacted by COVID-19;
but still there was shortfall in the year. Shortfall of up to 443 camps (95 per cent) against
468 required camps is not justified on the basis of Vidhan Sabha Sessions which are known
in advance and were for the duration of 159 days during 2017-22 and Model Code of
Conduct comes into effect only for a small duration.

In the Exit Conference, the Secretary agreed (October 2023) to the audit findings and
assured to take appropriate action.

2.3.4.5 Mismatch in figures of registered workers and camps organised

As per data provided by the Board based on the compiled data from Monthly Progress
Reports submitted by the LOs/LlIs, a total of 1,04,065 workers were registered during
2017-22 with the Board through LO Bilaspur, LO Kullu and LI Hamirpur. However, as per
the information supplied by these LOs/LI, 98,802 workers were registered during the same
period. Thus, there was a mismatch of 5,263 number of workers in figures supplied by the
Board and by the test-checked LOs on account of registration of workers.

Similarly, as per information supplied by the Board, 467 camps were organised by the test-
checked LOs/LI during 2017-22. However, as per information supplied by these LOs/LI,
632 camps were organised by them during the same period. Thus, there was a mismatch of
165 number of camps.

2.3.5 Discrepancies in registration of workers

Section 12 of the Act provides that every building worker in the age group of 18 to 60 years
and who has been engaged in any building or other construction work for not less than
ninety days during the preceding twelve months shall be eligible for registration as a
beneficiary under this Act. Discrepancies noticed by Audit in the maintained records of
registered workers with the Board are discussed in the succeeding Paragraphs.
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2.3.5.1 Multiple registration of workers

Scrutiny of test-check of the records of 2,94,329 registered workers > revealed that

922 beneficiaries were registered twice and six beneficiaries were registered thrice with
the same Aadhar number and other details such as name, address, bank account details etc.
against different registration numbers under the same LO/LI as shown in Table 2.1:

Table 2.1: Detail of workers registered multiple times with the Board in the State

Name of LO/LI No. of workers registered twice No. of workers registered thrice
Baddi 4 0
Bilaspur 14 0
Chamba 1 0
Hamirpur 425 2
Kangra 129 1
Kinnaur 9 0
Kullu 11 0
Mandi 119 0
Nahan 40 0
Rampur 25 0
Shimla 19 0
Solan 111 3
Una 15 0
Total 922 6

The Table 2.1 indicates that process of registration lacked controls and was ineffective in
finding out double/triple registrations, due to manual maintenance of records and improper
verification of documents at the time of registration. Even bogus registrations in the test-
checked LOs/LI were noticed during audit as pointed out in the succeeding Paragraph.

LWOs?¢ concerned stated (April-June 2024) that registration of workers is completely
manual and there is no such mechanism to find out the double registrations and further
stated that registrations observed as double registrations have been cancelled after being
pointed out by the Audit.

The Department or the Board may complete the ongoing development of software at the
earliest so that necessary internal controls are built into the system to ensure that
shortcomings such as multiple registration of workers, double disbursal of welfare benefits
(Paragraph 2.3.5.1 and 2.7.10.2 (C)), disbursal of welfare benefits to deceased
beneficiaries (Paragraph 2.7.10.2 (D)) etc. noticed during Audit, may be addressed as
manual detection of such shortcomings is difficult.

2.3.5.2 Registration of ineligible/bogus workers as beneficiaries

Rule 266 (3) of HPBOCW Rule, 2008 provides that the application for registration shall
be accompanied with a certificate or wage slips from the employer or contractor or copy

25 Qut of 3,73,513 registered workers up to March 2022, data was provided for only 2,94,329 registered
workers to audit for test-check.
26 LWO: Bilaspur, Hamirpur, Kullu, Mandi, Kangra, Solan, Sirmour, Kinnaur, Chamba and Rampur.
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of Muster Roll or Attendance Register to the effect that the applicant is a construction
worker. If such certificate is not available, a certificate issued either by the registered
Construction Workers Union or Executive Officer of the concerned Local Urban Bodies or
Secretary of Gram Panchayat to the effect that the applicant has worked for at least 90 days
in the preceding twelve months may be considered.

In the test-checked LOs/LI, it was noticed that out of total 1,19,665 live registered workers
(as of March 2022), 86,344 live registered workers (72 per cent) were registered on the
basis of certificate of 90 days’ work in the previous one year provided by the Unions. The
details of workers as of March 2022 are shown in Chart 2.4.

Chart 2.4: Details of workers as of March 2022
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Source: Information provided by the test-checked LOs/LI

*Percentage of live workers registered based on certificate of the Union to total live registered workers as
of March 2022.

It can be seen from Chart 2.4 that in test-checked LOs/LI, 60 to 88 per cent live workers
were registered based on employment certificate by the Unions.

The Rule states that only in the absence or non-availability of wage slip from the employer/
contractor, copy of muster roll or attendance register, a certificate issued by the Unions
may be considered. However, scrutiny of service continuity certificate revealed that all the
employers signed the certificate issued by the Unions instead of issuing the same
themselves. Even the LOs had not questioned the same and registered the workers without
checking the authenticity of the certificates.

Also, on scrutiny of the certificates issued by these Unions, it was observed that these were
certified by the Unions, but the Unions did not maintain any record of genuine workers and
no documentary proof was provided by the Unions alongwith the certificate as the Rules
did not provide for attaching supporting documents for the certification. The certificates
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contained the information supplied?’ by the employers for whom the worker has done the
work, verification of which was not possible in the absence of any record. It was also seen
that certificates for ineligible works other than building and other construction work viz.,
farm work, grass cutting work were issued by the Unions. Also, test-checked LOs/LI did
not verify or make enquiries to find out whether the signatures of these employers were
genuine or these employers had even got the work done at all. Further, LOs did not enquire,
inspect, register and collect cess from the eligible establishments based on these
certificates, making it susceptible to submit false information in the certificates.

Furthermore, possibly to avoid the scrutiny by LOs, it was observed in 166 test-checked
service continuity certificates issued by various unions to workers that 808 construction
works were mentioned, none of which were registered with the Labour Office.

The above observations point towards weak controls in registering construction workers.

Assistant Controller (Finance & Account) of the Board conducted inspection
(August 2021) of the LI Hamirpur and noticed irregularities in work certificates issued by
Unions, such as work certificate issued for farm work, grass cutting work, two work
certificates issued for a worker of overlapping period by two different Unions mentioning
different private works etc. He concluded that these irregularities demonstrate issuance of
fraudulent certificates without any record and authenticity on the part of the Unions.

To confirm the above findings, Audit conducted Inspection-cum-Beneficiary Survey in
test-checked LOs/LI of 71 registered beneficiaries (LO Bilaspur: 30, LO Kullu: 16, LI
Hamirpur: 25) selected randomly from the records, who were registered on the basis of 90
days’ work certificate provided by the Unions. Findings are discussed below:

(I) 47 beneficiaries (66 per cent) admitted that they were not engaged in any building
and other construction work and were employed such as under the State Government,
having private businesses, working as private school teacher etc. One beneficiary
was working as truck driver in neighboring State for the last 20 years and one
beneficiary denied to ever having applied for the registration.

(IT) Out of the above 47 beneficiaries, 14 beneficiaries (30 per cent) had applied for
welfare benefits under various Welfare Schemes implemented by the Board. Of
which, nine beneficiaries had received welfare benefits as of April 2023.

(IIT) Out of 71 beneficiaries surveyed, 24 beneficiaries (34 per cent) stated that they did
not receive Identity Cards from the LOs/LI Office. However, as per record of LOs/L1,
Identity Cards had been issued to all the registered beneficiaries and Identity Cards
of workers registered through Unions were given to Unions.

These observations point towards the fact that the rule for registration of workers was being
misused and the registrations based on employment certificates provided by Unions could

27 Information of work done, address, cost of work and period of work done along with signature or thumb

impressions of employers.
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not be considered genuine and registration of bogus/ineligible beneficiaries could not be
ruled out in Audit. Ineligible beneficiaries were being registered and they were also
disbursed benefits, which points to lack of internal control as ineffective checks were
exercised by the Board/LOs both at the time of registration as well as at the time of release
of benefits.

LO Bilaspur and LI Hamirpur confirmed the facts and stated (February 2023) that due to
shortage of staff and heavy workload, it is not possible to check employer details. They
further added that there is also no provision in HPBOCW Rules, 2008 to verify the records
of the Unions.

The reply was not acceptable as being the Authorised Officer, they are responsible for
scrutiny and analysis of the details provided in the applications for registration so as to
avoid registration of ineligible workers.

In the Exit Conference, the Board officials stated (October 2023) that registration through
the Unions has been dispensed with.

2.3.5.3 Registration of beneficiaries without obtaining any documents

Rule 266 (1) to (3) of the HPBOCW Rules, 2008 states that every building worker who has
completed 18 years of age but has not completed 60 years of age and who is not a member
in any other welfare fund established under any law for the time being in force and who
has completed 90 days of service as a building worker in the year immediately preceding
shall be eligible for the membership in the Fund. A certificate to prove age shall also be
submitted along with the application. Certificate or wage slip or appointment letter from
the employer or contractor that the applicant is a construction worker shall be produced
along with the application for registration.

Audit observed that an inquiry against the LI Theog for registration of workers without
documents had been started by the Labour Commissioner, Himachal Pradesh, Shimla. The
Board had released (through RTGS) COVID-19 financial assistance?® of ¥ 12.06 lakh to
201 number of workers, out of which an amount of X 11.44 lakh was disbursed to workers,
who were registered in the month of April 2020 by the LO Shimla on information provided
by LI Theog, Shimla. These workers were registered without requisite valid documents
(job certificate from registered employer, Birth Certificate, etc.). The Board had also failed
to obtain the requisite documents from LO concerned at a later stage. Thus, the payment
released to the concerned beneficiaries was fraught with the risk of payments to ineligible
beneficiaries.

The Board stated (March 2023) that there was no mechanism or software through which
these errors could be detected. Also, the focus was on providing maximum assistance for
survival during outbreak. Thus, it was not possible to check the errors at that particular

2 Three instalments of ¥ 2,000/- in April, May and July 2020 to each registered beneficiary of the Board.
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time. However, the LO Shimla informed that the matter involves financial embezzlement
and the Board (February 2023) had taken up the matter with Labour Commissioner for
conducting Preliminary Inquiry in the matter, which is still awaited. The Department stated
(May 2023) that Joint Labour Commissioner had submitted the Inquiry Report before the
Labour Commissioner and the Report is under consideration.

The registration and disbursement of welfare assistance without even obtaining the
documents as stipulated under the Rules shows failure of the concerned Authorised Officer
to perform their duties and responsibilities. Had the LO Shimla been vigilant at the time of
disbursement of the first instalment, the subsequent disbursal of instalments could have
been prevented. This also gives scope for misuse of the schemes that are intended for the
entitled beneficiaries by diverting benefits to ineligible/fraudulent claimants.

2.3.5.4 Non-obtaining the work / service continuity certificate or undertaking on
yearly basis

Section 14 of the Act provides that the building worker who has been registered as a
beneficiary under this Act shall cease to be as such when he attains the age of 60 years or
when he is not engaged in building or other construction work for not less than 90 days in
a year.

Rule 267 of the HPBOCW Rules, 2008 originally stated that (1) a beneficiary of the Fund
shall contribute to the Fund X 20/- per mensem. This contribution shall be remitted in
advance once in three months in any of the banks specified by the Board in the District in
which the member resides. (2) If a beneficiary commits default in the payment of
contribution continuously for a period of one year, he shall cease to be a beneficiary of the
Fund.

However, the State Government modified Rule 267 (May 2013) and stated that a
beneficiary of the Fund shall contribute X nine to the Fund only for three years. Thus,
beneficiary’s membership is for three years and additional one year if he defaults on
payment of contribution, which was against the Act ibid as the workers did not have the
impetus or the wherewithal to submit certificate annually.

In the test-checked LOs/LI*’, Audit noticed that work/service continuity certificate was not
obtained from the beneficiary/registered workers on yearly basis but practice of obtaining
the same from the beneficiary when they applied for any type of welfare assistance was
observed, which is indicative of the fact that the process is not followed regularly by the
office as obtaining service continuity certificate is a continuous process.

2.3.6  Non-entering the details of construction work in Identity Cards

Section 13 of the Act states that (1) the Board shall give to every beneficiary an identity
card with his photograph duly affixed thereon and with enough space for entering the

2 LO Bilaspur, LO Kullu and LI Hamirpur.
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details of the building or other construction work done by him. (2) Every employer shall
enter in the identity card the details of the building or other construction work done by the
beneficiary and authenticate the same and return it to the beneficiary.

Rule 266 (8) of the HPBOCW Rules, 2008 stipulates that the Secretary of the Board or
other officer authorised by him in this behalf shall issue to every beneficiary an identity
card with a photo of the beneficiary affixed in Form- XXXII and maintain a register of
identity cards so issued in Form- XXXIII.

The Board prescribed the Identity Card that contains Part I to IV. These parts include:

Part I Complete detail of registered beneficiary

Part 11 Subscription and renewal of the registration

Part I11 Detail of building or other construction work done by the beneficiary
Part IV Detail of welfare assistance/schemes disbursed to registered beneficiaries

In the test-checked LOs/LI, Audit noticed that the details of the building and other
construction work done by the beneficiary were not being entered in Part-III of the Identity
Card by the employers.

Details mentioned in the service continuity certificate submitted by the beneficiaries to the
LOs/LI were not based on the employment record entered in the Identity Card. The LOs/LI
neither pointed out the shortcomings in the Identity Cards nor verified the details of
continuity certificates.

While confirming the facts LO Kullu stated (December 2022) that matter pertains to
employer and beneficiary. LI Hamirpur stated (February 2023) that due to shortage of staff
and rush of work it could not be ensured that the details of work were being entered in the
Identity Card.

Replies were not acceptable as it was the responsibility of the LOs/LI or Authorised
Officers to ensure that the details of construction work are being entered in Identity Card
by the employers so that renewal of membership and genuineness of workers for availing
welfare benefits could be ensured.

2.4 Assessment, Collection and Transfer of Cess

The Cess Act, 1996 is enacted with a view to augment the resources of the Building and
Other Construction Workers” Welfare Boards constituted under Section 18(1) of the Act.
The Cess Act is applicable to the employer (Government, Public and Private Sector)
engaged in building or other construction works. In exercise of powers conferred by Sub
Section 1 of Section 14 of the Cess Act, the Central Government has framed the Building
and Other Construction Workers’ Welfare Cess Rules, 1998 (hereinafter referred as “the
Cess Rules”™).

The Government of Himachal Pradesh vide Notification (April 2009) appointed Labour
Officers as Cess Collector-cum-Assessing Officers and Labour Commissioner as Appellate

33|Page



Composite Audit Report-11 of the CAG for the period ended March 2022

Authority for the purpose of the Cess Act. The State Government vide Direction®® issued
on 12 August 2009, instructed that an employer is required to deposit one per cent cess®!
of the cost of construction occurred by him on the construction work or construction project
with the cess collector of the area.

As per Rule 6 of the Cess Rules, 1998, every employer, within 30 days of commencement
of his work or payment of cess, as the case may be, furnish to the Assessing Officer
information in Form-132. Rule 7 states that the Assessing Officer, on receipt of information
in Form-I shall make an order of assessment within a period not exceeding six months from
the date of receipt of such information, indicating the amount of cess payable by the
employer. Rules 4 and 5 provide that Employer should deposit the cess amount with the
Board with intimation to concerned LO and the Board and collection charges, as per Rule
5(2), not exceeding one per cent of cess amount shall be deducted by the Employer.

Flow Chart of the information of assessment, collection and transfer of cess between
employer/contractor, LO and the Board is as follows:

1. FOrRm I
2. INTIMATION OF CESS DEPOSITED 1. Copy OF
EMPLOYER/ 3. COLLECTION CHARGES _ % LABOUR ASSESSMENT ORDER _ | 2
% CONTRACTOR | "I (Y9 orricer | 2. inrormation | AL THE Boaro
ASSESSMENT ORDER OF CESS COLLECTED A

1. TRANSFER OF CESS AMOUNT
2. INTIMATION OF CESS DEPOSITED

2.4.1 Mechanism for assessment of cess

Section 5(1) of the Cess Act, 1996 and Rule 7 of the Cess Rules, 1998 provides that the
Assessing Officer, on receipt of information in Form-I from an employer shall make a
scrutiny of such information furnished and, if he is satisfied about the correctness of the
particulars so furnished, he shall make an order of assessment within a period not exceeding
six months from the date of receipt of such information in Form I, indicating the amount
of cess payable by the employer.

Audit findings are discussed in the succeeding Paragraphs.

30 Letter no. L&E 6-12/2008-(Lab)vol-V dated 12.08.2009.

31 Out of the applicable cess amount, 99 per cent of the cess amount is to be deposited in the Fund and
rest one per cent of the cess amount is to be deposited in the Treasury within seven days from its receipt
by the Cess Collector.

Form-I contains information regarding establishment such as name of establishment, address, name of
work, no. of workers employed, date of commencement of work, estimated period and cost of work,
stages of work, details of payment of cess, deduction at source.

32
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2.4.1.1 Non-obtaining of Form-I on account of cess

Section 4 of the Cess Act, 1996 states that (1) every employer shall furnish such return to
such officer or authority, in such manner and at such time as may be prescribed. (2) If any
person carrying on the building or other construction work, liable to pay the cess, fails to
furnish any return, the officer or the authority shall give a notice requiring such person to
furnish such return before such date as may be specified in the notice.

As per Rule 6 of the Cess Rules, 1998, every employer, within thirty days of
commencement of his work or payment of cess, as the case may be, furnish to the Assessing
Officer, information in Form-I.

Rule 7(5) states that if the employer fails to furnish information in Form I, the Assessing
Officer shall proceed to make the assessment on the basis of available records, and other
information incidental thereto.

Audit observed that in the two test-checked LOs, out of 35 number of establishments>?
registered under the Act during 2017-22, none of the establishments had submitted Form-
I to the LO concerned. The LOs neither issued notice as per Section 4 ibid to these
employers nor took any action for obtaining the same and in absence of Form-I, the LOs
did not proceed to make assessment as per Rule 7(5) ibid, which provides for assessment
on the basis of available records and other information and it was left to the employers to
remit the cess to the Board.

LO Bilaspur confirmed the facts and stated (February 2023) that due to scarcity of the staff
and heavy rush of work, Form-I could not be obtained while LO Kullu stated
(February 2023) that employers do submit Form-I for registration of establishment.

The reply of LO Kullu is not acceptable as Form-I under HPBOCW Rules, 2008 for
registration of construction works was being submitted by the employers whereas
abovementioned Form-I under the Cess Rules, 1998 containing information about
estimated cost of construction and cess amount deposited to the Board was not being
submitted by these employers.

2.4.1.2 Absence of mechanism for ensuring timely assessment of cess

Section 4(1) of the Cess Act, 1996 states that every employer shall furnish such return to
such officer or authority, in such manner and at such time as may be prescribed.

Section 5(1) states that the officer or authority to whom or to which the return has been
furnished shall, after making or causing to be made such inquiry as he or it thinks fit and
after satisfying himself or itself that the particulars stated in the return are correct, by order,
assess the amount of cess payable by the employer.

3 LO Bilaspur: 14 and LO Kullu: 21.
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As per Rule 7 (1) of Cess Rules, 1998, the Assessing Officer, on receipt of information in
Form-I from the employer shall make an order of assessment within a period not exceeding
six months from the date of receipt of such information in Form-I.

Audit observed that during the period 2017-22, an amount of X 407.74 crore was received
by the Board on account of cess from establishments/employers as depicted in Chart 2.5.

Chart 2.5: Cess deposited with the Board during 2017-22
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Source: Figures supplied by the Board.

Audit further observed that only six Assessment Orders®* amounting to ¥ 12.91 lakh were
issued by the Assessing Officers in the State. These Assessment Orders were for private
construction sites and raised an additional demand for the amount of ¥ 11.91 lakh?®.
However, the Board did not have any information whether the assessed amount of cess
vide these Assessment Orders had been deposited by the employers in the Fund or not.
Thus, the cess amount of ¥ 407.61%¢ crore was deposited without any Assessment Orders
and remitted by the employers at their own initiative and based on their calculation.

In the two test-checked LOs, the employers/contractors had remitted cess of T 40.96°7 crore
during 2017-22 without issuing any Assessment Orders during the same period as depicted
in the Chart 2.6.

3 Solan: three (one Assessment Order with zero amount), ¥ 9.84 lakh, Una: one, ¥ 1.84 lakh, Chamba:
one, X 0.42 lakh, Shimla: one, % 0.81 lakh.

35 Cess amounting to ¥ 1.00 Lakh had already been deposited by one establishment under LO Solan
jurisdiction.

36 Total cess amount (% 407.74 crore) — Assessed Amount (Z 0.13 crore) = Cess amount deposited without
assessment (X 407.61 crore).

37 LO Bilaspur: X 8.12 crore, LO Kullu: % 32.84 crore.
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Chart 2.6: Details of cess collected/remitted in test-checked units during 2017-22
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Source: Figures supplied by LO Kullu and figures obtained from Register of Cess of LO Bilaspur.

LO Bilaspur stated (February 2023) that it is the duty of employer to deposit the cess within
thirty days of completion of construction. LO Kullu stated (February 2023) that they had
shortage of staff and no technical assistance was extended by the Board as well as the
Department to facilitate the process of assessment of cess. The Board stated (April 2023)
that due to shortage of staff and having no control over the LOs of the Department, the
matter has not been scrutinised. Further, the Board had planned for the creation of Cess
Collection Portal in which all the functions may be developed. The Department stated
(March 2023) that the matter regarding collection of cess without assessment pertains to
LO concerned.

Absence of mechanism for ensuring submission of returns by employer compounded by
non-issue of assessment orders is a reflection of the tardy implementation of the Act/Rules
by the State Government. This puts onus of depositing and correctness of cess amount only
on the employer, with no independent verification of the same by the Departmental
Authorities. In absence of assessment of cess, actual amount of cess realisable could not
be ascertained in Audit. Resultantly, loss of revenue to the Fund and Government
exchequer could not be ruled out.

In the Exit Conference, the Secretary directed (October 2023) to call for explanation on
non-issuing of Assessment Orders from the LO Kullu and LO Bilaspur.

2.4.1.3 Absence of mechanism for assessment of cess recoverable from Local Bodies

Rule 4(4) of the Cess Rules, 1998 provides that where the approval of a construction work
by a local authority is required, every application for such approval shall be accompanied
by a crossed demand draft in favour of the Board and payable at the station at which the
Board is located for an amount of cess payable at the notified rates on the estimated cost
of construction.

Audit noticed that 1271 number of Building Plans*® were approved by the test-checked
Local Bodies i.e., MC Kullu, MC Bilaspur, MC Hamirpur and TCP Manali during 2017-22.

38 MC Bilaspur: 116, MC Hamirpur: 379, MC Kullu: 254, TCP Manali: 522.
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Neither the estimated cost of construction nor the cess details were mentioned/attached in
the Building Plans submitted for approval. While approving the Building Plans, these Local
Bodies neither collected any cess from the applicant nor shared the details of number of
approved Building Plans with the concerned LOs.

Executive Officers, MC Bilaspur, MC Hamirpur and MC Kullu and Town Country Planner
Manali stated (December 2022, January, February 2023) that there is no provision for
collection of cess in the Himachal Pradesh Town and Country Planning (HPTCP) Act and
Rules.

Replies point towards the failure of the State Government to incorporate the provisions of
the Cess Act and Rules in the HPTCP Act and Rules, since the Cess Act and Rules have
provisions for the Local Bodies to collect the cess while this is absent in the HPTCP Act
and Rules. Further, the State Government should have issued instructions to the Local
Bodies to share information of Building Plans approved by the Local Bodies with the
concerned LOs.

2.4.2 Issues relating to maintenance of data
2.4.2.1 Absence of establishment/employer wise database on account of cess

Rule 24 of the HPBOCW Rules, 2008 provides that the Registering Officer shall maintain
a register in Form-III** showing the particulars of the establishments in relation to which

certificate of registration have been issued by him.

A total of 2,267 establishments*’ were registered with all 12 LOs concerned as of March
2022. Audit observed that the Board had not maintained establishment wise/employer wise
records with details of name of establishment, management of establishment, address, date
of registration, registration no. under HPBOCW Rules, 2008 and project cost, date of start
of construction work, period of work completion, advance cess deposited, cess deposited
with date, cess assessed/ pending, efc.

In the test-checked LOs*!, it was observed that Register of Establishments in the Form-III
had been prepared and Register of Cess Collection was maintained, but they had not
consolidated establishment-wise data of cess collected which would help in
reconciliation/final assessment of cess.

The Board stated (March 2023) that they had maintained the record of number of registered
establishments as per information given by the concerned LOs in their reporting format

3 Form-III contains information to be entered in register regarding registration no. and date, name, address

of the construction site, name of employer and his address, nature of work, name and permanent address
of the establishments, probable date of commencement of work, maximum no. of workers to be
employed on any day, probable duration and date of completion of work.

40 LO Baddi: 185, LO Bilaspur: 172, LO Chamba: 159, LO Kangra: 193, LO Kinnaur: 115, LO Kullu: 77,
LO Mandi: 278, LO Sirmour at Nahan: 137, LO Rampur: 92, LO Shimla: 169, LO Solan: 334, LO Una:
273 and LI Hamirpur: 83.

41 LO Bilaspur and LO Kullu.
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every month. LO Kullu and LO Bilaspur stated (February, March 2023) that due to extreme
workload and lack of staff, it was difficult to maintain such data. In future, best efforts will
be made in this regard.

The reply is not acceptable since had the above cited database been maintained by the
Board/LO concerned, it would have helped in assessment and reconciliation of cess and
determining date of completion of project and due date of depositing cess accordingly as
difference of X 226.52 crore was noticed due to non-reconciliation of cess as discussed in
Paragraph 2.4.3.2.

2.4.2.2 Absence of uniform format for submitting cess details by the cess deductors

Section 3(2) of Cess Act, 1996 provides that cess shall be collected from every employer
including deduction at source in relation to a building or other construction work of a
Government or of a public sector undertaking or advance collection through a local
authority where an approval of such building or other construction work by such local
authority is required, as may be prescribed. Rule 261(1)(b) of the HPBOCW Rules, 2008
states that the Board shall be responsible for laying down policies for the deposits of the
amount of the Fund.

Audit noticed absence of any uniform format for submitting cess details by the cess
deductors such as PWD, HIMUDA® efc., who had deducted cess at source or collected
cess in relation to a building or other construction work and were depositing the cess with
the Board from time to time and sending the information to Labour Office as well as the
Board. However, in the absence of a uniform format, the information supplied by the
deductors was not uniform and contained only the amount of cess deposited and, in a few
cases, the mode of transfer, name of contractor, period of cess deducted.

The Board in respect of uniform format for intimation by cess deductors stated (February
2023) that such format is to be devised by the Labour and Employment Department.

The reply is not acceptable as the Board was facing issues such as non-reconciliation,
incomplete information about jurisdiction of establishments etc. in the absence of such
format as discussed in Paragraph 2.4.3.4. It is the responsibility of the Board as per Rule
261(1)(b) of HPBOCW Rules, 2008, which provides the power to the Board for laying
down policies for the deposit of the amount of the Fund.

2.4.3 Collection and transfer of collected cess

Rule 4 of the Cess Rules, 1998 states that the cess levied shall be paid by an employer,
within thirty days of completion of the construction project or within thirty days of the date
on which assessment of cess payable is finalised, whichever is earlier, to the cess collector.

4 Himachal Pradesh Housing and Urban Development Authority (HIMUDA).
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Rule 5(1) provides that the proceeds of the cess collected shall be transferred by such
Government office, Public Sector Undertakings, local authority, or cess collector, to the
Board along with the form of challan prescribed (and in the head of account of the Board)
under the accounting procedures of the State, by whatever name they are known.

Audit findings with regard to collection and reconciliation of cess by the Board are
discussed in the succeeding Paragraphs.

2.4.3.1 Loss of income due to non-revalidation of cheques and demand drafts

Scrutiny of Balance Sheet of the Board for the year 2021-22 =

CHEQUES / DEMAND
revealed that an amount of X 4.20 crore was shown as | 5omcor 2 4.20 crore on
recoverable from LOs. The amount was not realised from | accoUnT OF CESS WERE
Cheques and Demand Drafts remitted by the | PENDING FOR REVALIDATION.
LOs/establishments to the Board on account of cess during the
period 2014-19, as these were dishonored by the Banks due to
difference in titles, insufficient funds, outdated/stale instruments, alterations in cheque
requiring full signature efc. Accordingly, the Board had returned these Cheques to the
LOs/sender concerned for correction/ revalidation, but these Cheques were not received
back from the LOs as of November 2022. The Board had directed the LOs for
revalidation/correction of the Cheques and to send new Cheques in place of the dishonored
Cheques by the concerned establishments. But fresh Cheques/DDs amounting to
X 4.20 crore were not obtained by the LOs. Thus, cess of % 4.20 crore remained unrealised
as of March 2022.

The Board stated (December 2022) that Cheques and Demand Drafts were not received
from the establishments by the Board. These were routed through Labour Offices as LOs
are appointed by the Government as Authorised Officers for the Board, who are not under
direct control of the Board. The Board had requested LOs concerned from time to time for
reconciliation of these Cheques.

The reply should be seen in the light of the fact that although the LOs are not under the
control of the Board, they should have taken up the matter with the Labour and
Employment Department to revalidate or receive fresh Cheques/DDs. Further, the LOs,
being appointed as the Cess Collectors by the Government, it is their responsibility to
ensure proper collection and transfer of the cess amount to the Board.

2.4.3.2 Non-reconciliation of cess

The Secretary of the Board issued (August 2018) instructions to all the Departments,
Corporations, Private Firms/Agencies/Contractors, efc. to transfer the cess collected by
them to the Board electronically through RTGS/NEFT* in the Board’s Bank account.

4 Real Time Gross Settlement (RTGS), National Electronic Fund Transfer (NEFT).
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While transferring the funds through RTGS/NEFT, information was to be sent to the Board
as well as the LO concerned for reconciliation of accounts.

Audit noticed that the above process of intimation to LOs as well as the Board was not
followed and hence, there was huge difference in data provided by the Board of cess
collected/deposited in the Board’s bank account and cess collection details provided by the
LOs during the period 2017-22 as depicted in the Chart 2.7.

Chart 2.7: Cess collection details provided by the Board and LOs
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It can be seen from the Chart 2.7 that there was difference of X 226.52 crore in cess figures
of the period 2017-22. The difference was because the information about deposition of cess
in the Board’s account was not provided to the LO concerned. The cess was accounted for
in the Board’s accounts but not in the LOs’ accounts and shows that the accounts of the
Board were not reconciled with the accounts of LOs. The Board has not taken any action
for making Labour Officer-wise database for the above period.

The Board stated (December 2022) that no mechanism has been developed to reconcile the
cess collected at the Board or at Labour and Employment Department.

The non-development of cess reconciliation process demonstrates the failure of the Board
and the Department to formulate an integrated system of cess collection and reconciliation.
In the absence of information about cess deposited by the employer, the concerned Cess
Collector-cum-Labour Officer could not verify whether the due amount of cess was
deposited by the employer/ establishment or not.

2.4.3.3 Cess deducted but not deposited in the Fund

Rule 5 of the Cess Rules, 1998 provides that the proceeds of the cess collected shall be
transferred by cess collecting authorities to the Board within 30 days of'its collection under
the accounting procedures of the State.
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Audit noticed during test-check of records of MCs, that MC Manali, District Kullu had
incurred expenditure of X 8.26 crore for the purpose of construction and repair/maintenance
of various development works during 2017-22. The office had deducted one per cent cess
from each bill of contractor amounting to X 8.26 lakh during 2017-22 but the amount was
kept in the bank account of the MC Office and not deposited with the Board and
Government Treasury as of March 2023. Also, the office has maintained Cess Register
only from April 2020 onwards.

The MC Manali stated that the amount of cess had not been deposited with the Board and
due to shortage of manpower record could not be maintained (December 2022). LO Kullu
stated (May 2023) that notice will be served to the Executive Officer, MC Manali in this
regard.

2.4.3.4 Shortcomings noticed in transfer of cess by the cess deductors

Section 3(2) of Cess Act, 1996 provides that cess shall be collected from every employer
including deduction at source for construction work of Government/PSUs or advance
collection through a local authority.

Audit noticed that the cess deductors were depositing the cess with the Board from time to
time. However, the information provided by the cess deductors lacks the complete details
of individual construction works/establishments and the Board office could not reconcile
the amount of cess deposited and as a result following shortcomings were noticed.

Table 2.2: Details of cess deposited without complete information during 2017-22

(R in crore)

Amount of
Shortcomings cess/ no. of Reply of the Board
establishments
The Board stated (December 2022) that it had
N contacted the Bank Authorities for providing
i‘;:lliﬁt)cx::n of LO concerned 13.24 /28 details but only name of establishment and bank
branch was provided and not the complete details
of depositors.
Cess kept in Suspense Head due The Board stated (November 2022) that the
to lack of information about 112.39/NA* information pertains to LOs but the reply from
establishments / employers LOs is awaited.
The Board stated (January 2023) that Section 22
of the Act, which defines the function of the
Lack of information about Board, is not related to the Cess Collection or
establishment/construction assessment etc. Further, matter is related with
work in the intimation letters 2.37/NA* Labour Officer-cum-Cess Collector-cum-
received from the Works Assessment officer who are not working under the
Executing Agencies control of the Board. And from bank statement it
is not possible to find out the exact required
information regarding cess.
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Amount of
Shortcomings cess/ no. of Reply of the Board
establishments

1.39 (Cess: The Board stated (February 2023) that
Cess deposited in the Board’s | I 1.38 crore, | responsibility of collection of cess and deduction

account with Collection Collection of collection charges lies with the LOs of Labour
Charges* Charges: X 0.01 | and Employment Department and matter pertains
crore) / 41 to Labour and Employment Department.

* Detail of the number of establishments is not available.

The replies are not acceptable as the Board has not made any efforts to clear the huge
amount kept in Suspense Head and even directions were not issued to cess deductors to
provide complete information of the establishments. Also, the Board was not transferring
the collection charges to the Government Treasury during 2017-22. Collection Charges
amounting to X one lakh were noticed during test-check of records of the Board which were
not deposited in the Government Treasury.

In the Exit Conference, the Secretary directed (October 2023) the Board that proper
information be collected regarding units and place from where cess is being deposited and
Suspense Head may be cleared.

2.4.3.5 Delay in deposition of cess by the Government Works Executing Agencies
with the Board

Rule 5 of the Cess Rules, 1998 provides that the cess collected shall be transferred by cess
collecting authorities to the Board within 30 days of its collection.

Rule 12 stipulates that an Assessing Officer, if it appears to him that an employer has not
paid the cess within the date as specified in the assessment order or has paid less cess,
including the cess deducted at source or paid in advance, shall issue a notice to such
employer that it shall be deemed to be in arrears and such Assessing Officer may, after
such inquiry as it deems fit, impose on such employer, a penalty not exceeding such amount
of cess.

Audit observed that the Government Works Executing Agencies (PWD, HIMUDA etc.)
are deducting cess from the bills of contractors at the time of payment of bill and are
depositing the accumulated cess amount by a single transfer through RTGS, Cheque or
Bank Demand Draft in the Board’s bank accounts along with the intimation to the Board.
In the test-checked Works Executing Agencies®, it was noticed that cess amounting to
% 5.14 crore*® was deposited with a delay ranging from one to 420 days during 2017-22.

Also, the Board/LOs had neither taken any action nor issued any instructions to the Works
Executing Agencies to deposit the cess within the prescribed time limit.

4 Collection Charges are to be collected at the rate of one per cent of the cess collected and are to be

deposited in the Government Treasury.
4 PWD Kullu, PWD Banjar, PWD Ghumarwin, PWD Barsar.
4 LO Bilaspur: % 3.22 crore, LO Kullu:  1.92 crore.
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Further, as no Assessment Orders for these construction works were issued by the
Assessing Officers and so the last date for deposition of cess was not specified and penalties
for delays in deposit of the cess demanded could not be ascertained by Audit.

The Board stated (February 2023) that such matter pertains to Labour Commissioner of the
Department as Labour Officers-cum-Cess Collector-cum-Assessing Officer are working
under the control of the Labour Commissioner.

The reply is not acceptable as the amount was to be deposited in the Board’s bank account,
so it was the duty of the Board to coordinate with the Department for timely deposit of
cess.

2.5 Health and Safety Norms

Chapter VII of the Act provides for safety and health measures to be adopted by the
employers and stipulates power of appropriate Government to make rules for the safety
and health of building and other construction workers. Rule 296 of the HPBOCW Rules,
2008 stipulates the powers of inspectors to inspect construction sites for safety, health and
welfare of building workers.

2.5.1 Inspection of Accident Sites

Section 39 of the Act provides that (1) where in any establishment an accident occurs which
causes death or which causes any bodily injury by reason of which the person injured is
prevented from working for a period of forty-eight hours or more immediately following
the accident, or which is of such a nature as may be prescribed, the employer shall give
notice thereof to such authority, in such form and within such time as may be prescribed.
(2) On receipt of a notice the authority may make such an investigation or inquiry as it
considers necessary.

Section 47 provides that whoever contravenes the provisions of any rules for safety and
health of building workers shall be punishable with imprisonment for a term which may
extend to three months, or with fine which may extend to two thousand rupees, or with
both, and in the case of a continuing contravention, with an additional fine which may
extend to one hundred rupees for every day during which such contravention continues
after conviction for the first such contravention.

Audit noticed that in the test-checked LOs, intimation regarding 10 accidental deaths*’ due
to accidental fall from bridge, electrocution, boulder falling on worker etc. at six
construction sites was received by the concerned LOs from the employers. It was noticed
that in three construction sites, neither the concerned LOs nor the concerned LI had
conducted inspections prior to or even after the accidents. The LOs/LI had not conducted
any investigation or inquiry after the accidents to find out cause of accidents. As a result,
there would be no scope for pointing out lack of safety measures at these construction sites

47 LO Kullu: eight deaths at five construction sites, LO Bilaspur: two deaths at one construction site.
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or correcting them and initiating appropriate action/prosecution of employer under Section
47 of the Act ibid.

LO Kullu did not state in his/her reply (May 2023) whether inspections of these sites were
conducted or not and Audit also did not find any inspection reports for these construction
sites. LO Bilaspur failed to provide any Inspection Reports after stating (April 2023) that
the inspections were conducted.

Inspections of these construction sites, prior to accident, regarding safety and health of
building workers would have helped in raising safety standards at these construction sites
and could have prevented such accidents in future. Further, during Joint Physical
Inspection of 26 sites, it was noticed that eight construction sites had not provided any
safety equipment to workers as discussed in the succeeding Paragraph.

2.5.2 Lack of facilities observed during Joint Physical Inspection

Audit conducted Joint Physical Inspection of 26 numbers of construction
sites/establishments during December 2022 to February 2023. Out of which, nine
establishments were registered, 14 construction sites were found to be unregistered
whereas three sites were those where accident had occurred.
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Figure 2.1: Details of shortcomings noticed by the Audit during Joint Physical Inspection

FIRE SAFETY EQUIPMENT

NOT AVAILABLE
18 SITES (69%)
WATER FACILITY
NOT AVAILABLE
ONE SITE (4%)
q UNREGISTERED
HH SITES
SHELTER 14 SITES (54%)
FACILITY NOT
PROVIDED
TWO SITES (8%) NO. OF CONSTRUCTION
SITES/
ESTABLISHMENTS HEALTH CHECK-
INSPECTED UPS NOT
CONDUCTED
TOILET 14 SITES (54%)
FACILITY NOT 26 SITES
PROVIDED
SIX SITES
(23%)
SAFETY EQUIPMENT ; REGISTERED
NOT PROVIDED SITES
EIGHT SITES (31%) NINE SITES
(35%)

FIRST-AID KIT NOT
AVAILABLE
EIGHT SITES (31%)

It can be seen from the above figure that:

(I) 69 per cent sites did not have fire safety equipment at sites while 31 per cent sites
did not provide safety equipment to workers.

(IT) 54 per cent sites had not conducted health check-ups of the workers and 31 per cent
sites did not have first-aid kit available at the sites.

(III) Basic amenities such as toilet facilities, shelter facilities and drinking water facility
were not provided by 23 per cent, eight per cent and four per cent sites respectively.

During Joint Physical Inspection of construction sites, unhygienic shelters, toilet facilities

and lack of safety equipment were also noticed as shown in pictures below:
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Unhygienic toilets at the construction sites

Picture 2.5: Uncovered washroom at construction site Picture 2.6: Uncovered toilets at construction site of 50
of overbridge on Sukkar Khad, Hamirpur bedded hospital, Bajoura, Kullu

Picture 2.7: Unhygienic toilet at construction site of Picture 2.8: Unhygienic toilet at construction site of
Badminton Hall, Kullu CHC Banjar

47|Page




Composite Audit Report-11 of the CAG for the period ended March 2022

Safety equipment not provided to workers

Picture 2.9: Workers working without helmets, Picture 2.10: Workers working without safety
safety vests, hand gloves at construction site of Mini helmets, safety vests, hand gloves at construction
Secretariat, Ghumarwin, Hamirpur site of GDC Kullu.

Unhygienic living quarters of workers at construction site

Picture 2.11: Unventilated living quarters with Picture 2.12: Unventilated living quarters for workers at
bathroom inside the quarters at construction site of construction site of Government Degree College,
CHC Banjar Gadagushaini, Kullu

Picture 2.13: Unventilated living quarters at construction site of 50 bedded Ayush Sowa-Rigpa
Hospital, Bajoura, Kullu
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In the Exit Conference (October 2023), the Secretary agreed to the audit findings on health
and safety norms and noted the unhygienic conditions of the construction sites. He agreed
to take corrective action on the audit findings after discussion with the concerned officials.

2.6 Departmental Inspections

Section 42(2) and (3) of the Act states that the State Government may, by notification,
appoint a Gazetted Officer of that Government to be the Chief Inspector of Inspection of
Building and Construction who shall be responsible for effectively carrying out the
provisions of this Act in the State and shall also exercise the powers of an Inspector under
this Act throughout the State in relation to establishments for which the State Government
is the appropriate Government. The appropriate Government may, by notification, appoint
such number of its officers as it thinks fit to be Inspectors for the purposes of this Act and
may assign to them such local limits as it may think fit.

Accordingly, the State Government notified (April 2009 *) and appointed Labour
Commissioner, Himachal Pradesh as “Chief Inspector”, Joint Labour Commissioner and
Deputy Labour Commissioner as “Inspector” for the whole State and appointed Labour
Officers and Labour Inspectors as “Inspector” within their respective jurisdiction, for the
purposes of the Act.

2.6.1 Position of staff for inspections in the State

Staff strength of the LOs/LIs in the State who are appointed as Inspector under the Act is
given in Table 2.3:

Table 2.3: Staff strength of Inspectors in the State as of March 2022

Sr. No. Name of the Post Sanctioned Strength Person-in-position Vacancy
(percentage)
1 Labour Officer 12 12 0
2 Labour Inspector 33 25 8 (24)
Total 45 37 8

Source: Information supplied by the Department.

It can be seen that, out of 33 sanctioned posts of the Labour Inspectors in the State, eight
posts (24 per cent) were vacant under the Department as of March 2022. Shortage of staff
leads to non-achievement of targets of inspections, non-registration of establishments and
workers and lack of compliance with health and safety norms as was seen during Joint
Physical Inspection and Beneficiary Survey and puts extra burden on the existing staff.

4 Notification No. Shram (A)4-6/2007-BOCW-Pt.-II, Dated 30 April 2009.
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2.6.2  Inspection of construction sites

As per Rule 296 of HPBOCW Rules, 2008, an Inspector (LO/LI) may examine the
construction site or place, or premises used for building or other construction work
regarding safety, health or welfare of construction workers provided under the Act/Rules.

The Department has prescribed Inspection Proforma under the Act and the Rules made
thereunder and has also fixed target of inspections for LOs and LIs. The details of
inspections conducted by the LOs and LIs are submitted to the Department.

2.6.2.1 Non-revision of Target

The targets for inspection were set by the Labour Commissioner of the Department during
September 2011 after analysing the staff at that time to strengthen the inspection machinery
by creating new Zones/Circles, since then target of inspection was not revised till date
(March 2023) whereas construction activities have increased in the State during the period
as can be seen from increased cess remittance to the Board.

The Department stated (January 2023) that targets under the Act were to be revised as per
recommendation/proposal of the Inspecting Authorities/Cess Collectors i.e., LOs and Lls.
After receiving their proposal, the Department will revise the target.

The reply is not acceptable as inspections are key aspects of ensuring compliance with the
Act/Rules as well as Cess Act/Rules to see that all construction works/workers are
registered and cess is collected. However, no action in this regard was taken by the
Department to receive proposals/recommendations from the LOs/LIs.

2.6.2.2 Shortfall in achievement of target of inspections

Detail of target for inspection of establishments/construction sites fixed under the Act and
achievement there against by the LOs/LIs during 2017-22 in the State is as under:

Table 2.4: Details of inspections conducted by LO/LI in the State

Year Target of inspections No. of inspections conducted Shortfall (per cent)
2017-18 1,860 712 1,148 (62)
2018-19 1,860 705 1,155 (62)
2019-20 1,860 620 1,240 (67)
2020-21 1,860 484 1,376 (74)
2021-22 1,860 448 1,412 (76)

Total 9,300 2,969 6,331 (68)

Source: Information provided by the Department.

Against the total target of 9,300 inspections for the LOs/LIs in the State during 2017-22,
only 2,969 inspections (32 per cent) were conducted by the officials and shortfall ranging
from 62 to 76 per cent was noticed against the Annual Targets.
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In selected LOs/LI, shortfall in inspections conducted by LOs and LI was also noticed as
detailed in the Table 2.5:

Table 2.5: Details of inspections conducted by LOs and LI in selected LOs/LI during 2017-22

Name of Unit Target of No. of inspections Shortfall

inspections conducted (per cent)

Labour Officer Bilaspur 480 56 424 (88)

Labour Officer Kullu 540 175 365 (68)

Labour Inspector 240 47 193 (80)
Hamirpur

Total 1,260 278 982 (78)

Source: Information provided by selected Labour Offices.

It can be seen from the Table 2.5 that there was a shortfall from 68 to 88 per cent in
inspections conducted during the period 2017-22 in selected LOs/LI.

The Department stated (November 2022) that the shortfall of inspections was due to target
set on higher side. LO Kullu stated (December 2022) that there are limited number of
ongoing construction sites in the area and these sites cannot be visited again and again due
to extreme work pressure and also the post of LI is vacant since 2018. LO Bilaspur stated
(January 2023) that best efforts are being made to achieve the target. LI Hamirpur stated
(February 2023) that due to excessive work in the office target of inspection could not be
achieved.

In the Exit Conference, the Secretary directed (October 2023) the officers to do the required
inspections in time and submit the inspection report of each site to the Board for onward
compilation of the database.

2.6.2.3 Absence of Inspection Notes/Registers

Audit noticed that necessary notes in format prescribed by the Department and registers in
respect of inspections conducted by the Inspecting Authorities in the selected LOs/LI
offices were not on record and Audit could not ensure whether the inspections were carried
out or not and progress on the shortcomings pointed out by Inspectors, if any, could not be
tracked and there is a risk that the entire exercise may be unproductive.

LI Hamirpur stated (February 2023) that due to excess (sic) work, the Inspection Register
could not be maintained. LO Bilaspur stated (February 2023) that Register/Inspection
Notes will be maintained in future.

In the Exit Conference, the Secretary instructed (October 2023) to maintain the Inspection
Notes by the Inspectors.
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2.6.2.4 Ineffective system of inspections

Audit observed following shortcomings in the system of inspections:

(D The Department had not made any risk-based assessment according to size of
construction sites.

(I) ~ The Department had also not devised any system to inspect and register large
construction projects approved by the Local Authorities such as Municipal
Corporations, Town and Country Planning etc. In fact, the Department did not
have any mechanism of obtaining/sharing information from other Authorities
like Local Bodies regarding the projects for which the bodies had given
approvals, as discussed in Paragraph 2.4.1.3. 14 unregistered sites were
noticed during Joint Physical Inspection conducted by Audit as discussed in
Paragraph 2.3.3.

(IIT)  In selected LOs, cases of accidental deaths at worksite were noticed but no
inspections of these establishments were carried out by the Inspectors as
discussed in Paragraph 2.5.1.

2.7 Administration and utilisation of the Fund

Section 18 of the Act and Rule 251 of HPBOCW Rules, 2008 provides for the constitution
of the Board to provide welfare measures and facilities to the building and construction
workers. As per Rule 251(2) of the HPBOCW Rules, 2008 the term of office of the
Chairperson and the members of the Board other than the official members shall be three
years from the date of their appointment, provided that the members may continue in office
till their successors are appointed.

The Government of Himachal Pradesh (GoHP) first constituted the Board in March 2009
and subsequently reconstituted it in 2012, 2016*°, 2018 and 2022.

Further, Rule 265 of the HPBOCW Rules, 2008 provides for constitution of a Fund by the
name “The Himachal Pradesh Building and Other Construction Workers’ Welfare Fund”
which shall be administered by the Board. Section 22 of the Act provides that the Fund
shall be utilised for Welfare Schemes and Section 24 provides for the administrative
expenditure of the Board.

The audit observations on the functioning of the Board are given in the succeeding
Paragraphs.

2.7.1  Shortfall in holding of the Board meetings

Rule 253 of the HPBOCW Rules, 2008 provides that the Board shall ordinarily meet once
in two months provided that the Chairperson shall, within fifteen days of the receipt of a

4 Only the Chairman and Employee Representatives were appointed.
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requisition in writing from not less than one third of the members of the Board, call a
meeting thereof.

Rule 257 provides that every question considered at a meeting of the Board shall be decided
by a majority of the votes of the members present and voting and in the event of any equal
votes, the Chairperson shall have and exercise a casting vote.

Audit observed that the Board Meetings were not held regularly during 2017-22 as shown
in Chart 2.8.

Chart 2.8: Board Meetings held during 2017-22

6 6 6 6 6 6 30
6 5 5
@ 2
‘0 ‘ 3
'§ 4 3
s 2 1 1 ’
E ]
)
Z0 Total Total  Shortfall
2017-18 2018-19 2019-20 2020-21 2021-22 meetings meetings
) ) ) required to  held
m Meetings required to be held ™ Meetings held Shortfall be held

Source: Information supplied by the Board.

It can be seen from the Chart 2.8 that out of 30 meetings required to be held during the
period 2017-22 of the Board, only seven meetings (23 per cent) were held and shortfall of
23 meetings (77 per cent) was observed. In these meetings, matters regarding approval of
the budget and expenditure, annual accounts, service matters of the Board, amendment in
welfare scheme rules, ex-post facto sanction to expenditure etc. were discussed by the
Board. However, in the absence of regular meetings, responsibilities envisaged in
Rule 261°° were not fulfilled as delay in approval of the budget, annual report and annual
accounts and their submission to the Government was noticed as discussed in the
succeeding Paragraphs.

The Board stated (December 2022) that it made all possible efforts to adhere to the schedule
of their meetings. However, the Board has delegated power to the Secretary and other
Officers of the Board to discharge statutory functions so that the work of the Board may
not suffer for want of the Board’s meetings and the Government has also constituted
Service Committee to examine the proposals concerning staff strength, pay scales, allied
matters, etc.

The reply is not acceptable as all the matters are to be decided under Rule 257 of HPBOCW
Rules, 2008 by voting of members in the Board meetings, which cannot be circumvented

50 The Board shall be responsible for all matters concerned with the administration of the Fund, laying

down policies for the deposits of the amount of the Fund, submission of Annual Budget and Annual
Report on the activities of the Board to Government, proper maintenance of accounts, collection of
contribution to the Fund, speedy settlement of claims and sanction of advances and other benefits etc.
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by delegating the powers to a single official. Further, duties of the Board such as approval
of annual budget, annual accounts, annual reports etc. fall within its mandate and cannot
be delegated.

In the Exit Conference, the Secretary directed (October 2023) to convene the Board
meeting within a fortnight.

2.7.2 Staff position of the Board

For smooth functioning of the Board adequate manpower is required and the Board has
created different categories of posts from time to time, with the permission of Government,
for execution of the functions of the Board.

Also, as per Government notification >' (April 2009), 12 Labour Officers of the
Department, were appointed as Registering Officer, Cess Collector, Assessing Officer,
Inspector and Authorised Officer (August 2010) for the purpose of the Act and Cess Act
in the State. For Hamirpur District, Labour Inspector is appointed as “Authorised Officer”
and “Inspector” for the purpose of the Act. The LOs/LIs are performing these duties of
registration of works and workers, cess assessment and collection and inspection under the
Act in addition to the regular duties assigned to them by the Department.

2.7.2.1 Inadequate Human Resource — Vacant posts

Audit noticed that the Board had a Sanctioned Strength of 196 posts, out of which only 127
posts were filled, which shows that the Board was not provided with necessary staff.
Details of Sanctioned Strength and Persons-in-Position of the Board as of March 2022 are
given in Table 2.6.

Table 2.6: Details of manpower of the Board as on 31 March 2022

;l(; Name of the Post S;:l:::;tl;d Person-in-Position (pZ::ceil:;:;e)
1 Secretary-cum-CEO 1 1 0

2 Assistant Controller (F&A) 1 1 0

3 Executive Officer 1 1 0

4 Section Officer (SAS) 1 1 0

5 Labour Welfare Officer’? 12 0 12 (100)
6 Junior Office Assistant (IT) 23 10 13 (65)
7 Mot'ivator—cum-Registration 30 73 2(7)

Assistants
8 Ministerial/Other Staff>? 127 85 42 (33)
Total 196 127 69 (35)

Source: Information supplied by the Board.

31 Notification No.: Shram (A)4-6/2007-BOCW-Pt-11, Dated 30 April 2009.

52 Posts of LWOs were filled in March 2023.

33 Personal Assistant, Senior Assistant, Office Assistant, Accountant, Computer Operator, Benefit
Delivery Assistant/ Data Entry Operators, Clerks, Steno, Drivers, Peons, Chowkidar-cum-Peons,
Cooks, Mali and Sweeper (Part Time).
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It can be seen from Table 2.6 that out of 196 posts, 69 posts (35 per cent) were lying vacant
as of March 2022 and posts of LWO and Junior Office Assistant had 100 per cent (as of
March 2022) and 65 per cent vacancies respectively.

2.7.2.2 Vacancies in posts of Labour Welfare Officers for long periods

Twelve posts of LWOs were lying vacant (as shown in Table 2.6) since the date of sanction
i.e., July 2012. These posts were filled in March 2023 after a lapse of more than 10 years
by the State Government which adversely affected the registration process of beneficiaries
and implementation of Welfare Schemes as observed for the period of Audit, because these
duties were being carried out by the LOs/LIs in addition to their designated duties.

Shortage of staff had put an extra burden on the existing staff of the Board and the
Department.

2.7.2.3 Key posts held on additional charge

The Secretary-cum-CEO exercises administrative and financial powers as delegated by the
Board from time to time, Assistant Controller is responsible for maintenance of finance
and accounts system of the Board and Section Officer is responsible for scrutiny of welfare
scheme applications. These key posts were held as additional charge for 18 months, nine
months and 22 months respectively during 2017-22. Also, the post of Section Officer
remained vacant for 15 months during the same period. Holding these key posts on an
additional charge basis would have impacted the following processes of the Board, i.e.,
approval of the Budget, Annual Report and its submission to the State Government and
sanction of welfare benefits to beneficiaries. Delays in all the above were noticed as
discussed in the succeeding Paragraphs.

2.7.2.4 Filling of posts on outsourced basis
Most of the posts in the Board are filled on outsourced basis as detailed in Table 2.7.

Table 2.7: Details of mode of appointment of staff of the Board as of March 2022

Mode of appointment Sg:lrcglogltlﬁd Persons-in-Position (Z::?:lel;i’)
Regular/additional/secondment basis 45 16 29 (64)
Outsourced basis 147 110 37 (25)
NIC outsourced 4 1 3(75)
Total 196 127 69 (35)

Source: Information supplied by the Board.

It can be seen from the Table 2.7 that against the Sanctioned Strength of 196 posts, as
many as 147 posts (75 per cent) were sanctioned to be filled on outsourced basis and even
out of these, 37 posts (25 per cent) were lying vacant. The majority of the work at the
Board and in the field, offices is managed by the outsourced staff.
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The Board stated (January 2023) that the requisition for filling up the post of LWOs was
sent to Himachal Pradesh Public Service Commission (HPPSC) vide letter dated
September 2020 and the matter was sub-judice. But these posts were finally filled in
March 2023.

The reply should be seen in the light of the fact that the Board started the process of filling
up the post of LWO only in 2020 after a delay of almost eight years from the date of
sanction and the work of the Board has suffered due to shortage of staff as discussed in
succeeding Paragraphs and Paragraph 2.3.

In the Exit Conference, the Secretary directed (October 2023) that a review be done of the
outsourced employees before renewal.

2.7.3 State Advisory Committee

Section 4 of the Act provides that the State Government shall constitute a committee to be
called the State Building and Other Construction Workers Advisory Committee (SAC) to
advise the State Government on such matters arising out of the administration of this Act
as may be referred to it.

Accordingly, Rule 10 of the HPBOCW Rules, 2008 provides for constitution of State
Advisory Committee consisting of a Chairperson to be appointed by the State Government,
two members of the Legislative Assembly, a member to be nominated by the Central
Government, the Chief Inspector of Inspections of Building and Construction, the Chief
Inspector of Factories, three members representing employers, three members representing
the building and other construction workers to be nominated by the State Government,
three members of Secretary level (Secretary (Labour)/Secretary (PWD)/Secretary (MPP
and Power)), two members to be nominated by the State Government, one each
representing State Level Associations of Architects or Engineers and Accident Insurance
Institutions.

Rule 20 states that the State Advisory Committee shall meet at such places and such times
as may be decided by the Chairperson of such Committee and it shall meet at least once in
six months. Also, the State Advisory Committee shall be reconstituted after every three
years.

2.7.3.1 Delay in constitution of SAC

Audit noticed that the SAC was first constituted in May 2011 after a lapse of more than 14
years from the enactment of the Act and was subsequently reconstituted in April 2015,
May 2018 and February 2022 with a delay ranging from one month to 11 months as detailed
in the Table 2.8:
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Table 2.8: Details of constitution of all State Advisory Committees

Committee Date of constitution of Due date of el
SAC (Month and year) | re-constitution as per rule
First Committee May 2011 After 14 years from enactment of the Act
Second Committee April 2015 May 2014 11
Third Committee May 2018 April 2018 1
Fourth Committee February 2022 May 2021 9

Source: Records of the Board.

The Board stated (May 2023) that SAC is formed by the State Government and the
constitution of SAC is not in purview of the Board. The Department did not provide any
reason for the delay in the formation of SAC.

In the Exit Conference, the Secretary agreed (October 2023) with the audit findings and
assured to take appropriate action.

2.7.3.2 Non-conducting of SAC meetings

SAC was required to meet at least once in six months. However, against the required
10 meetings of the SAC, no meetings were held during the period 2017-22. As a result, the
constitution of the SAC was reduced to a mere formality and the Government did not utilise
the Committee for its advice on issues of workers’ welfare during the above period.

The Board stated (December 2022) that convening the meeting of SAC is in the purview
of the Government. The Department stated (January 2023) that the meetings could not be
held due to administrative reasons and COVID-19 outbreak.

The reply is not acceptable as the mere constitution of SAC without convening its meetings
is a violation of the Rules and does not enable the SAC to fulfill its mandate of advising
the Board on welfare matters. The Board and the Department should coordinate with each
other to conduct regular meetings of the SAC.

2.7.4 Submission of Annual Accounts

Section 27(3) of the Act states that the accounts of the Board shall be audited by the
Comptroller and Auditor General (CAG) of India annually and any expenditure incurred
in connection with such audit shall be payable by the Board to the Comptroller and Auditor
General of India.

Section 27(4) states that the Board shall furnish to the State Government before such date,
as may be prescribed, its audited copy of accounts together with the Auditor's Report.
Further, Rule 291 of the HPBOCW Rules, 2008 provides that a report on the functioning
of the Board during every Financial Year shall be approved by the Board before the 15%
day of June next year and be submitted to the Government before the 31 day of July of
that year. Audit observed that the Audited Annual Accounts are included in the Annual
Report. Thus, the Annual Accounts should have been prepared before 15" June.
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However, Audit noticed the Annual Accounts of the period 2017-22 of the Board were
submitted to the Principal Accountant General (Audit), Himachal Pradesh after taking a
time of eight to 19 months after close of the Financial Year as given in the Table 2.9:

Table 2.9: Details of Annual Accounts submitted to Pr. Accountant General, HP

Financial Year Date of Submission of Annual Time taken in submission of Accounts
Accounts to the Pr. AG, HP after completion of Financial Year
2017-18 December 2018 8 months
2018-19 August 2020 16 months
2019-20 November 2021 19 months
2020-21 July 2022 15 months
2021-22 May 2023 13 months

In the Exit Conference, the Secretary directed (October 2023) the Board officials to adhere
to the timeline for submission of Annual Accounts.

2.7.5 Delay in approval and submission of Annual Report

Section 26 of the Act provides that the Board shall prepare, in such form and at such time
each Financial Year as may be prescribed, its annual report, giving a full account of its
activities during the previous Financial Year, and submit a copy thereof to the State
Government and the Central Government. Section 27(5) provides that the State
Government shall cause the annual report and auditor's report to be laid, as soon as may be
after they are received, before the State Legislature.

Rule 291 of the HPBOCW Rules, 2008 provides that report on the functioning of the Board
during every Financial Year shall be approved by the Board before the 15" day of June
next year and be submitted to the Government before the 31% day of July of that year.

Audit noticed that there were delays, both in the approval by the Board of the Annual
Report on the functioning of the Board as well as in the submission thereof by the Board
to the Government as detailed given in Table 2.10.

Table 2.10: Delays in approval and submission of Annual Report by the Board during 2017-22

Due date of
. . Due date for Report Delay submission of szte.of Delay
Financial . Report to the | submission to .
approval of approved by (in (in
Year . State/ the State
the Report the Board in | months) months)
Central Government
Government
2017-18 15 June 2018 | December 2019 17 31 July 2018 March 2020 19
2018-19 15 June 2019 June 2021 24 31 July 2019 January 2022 29
2019-20 15 June 2020 April 2023 33 31 July 2020 March 2023 31
2020-21 15 June 2021 April 2023 21 31 July 2021 March 2023 19
Not
- k
2021-22 15 June 2022 | Not approved 31 July 2022 submitted®
*As of April 2023.

As seen from the Table 2.10, the Annual Report was approved by the Board with delays
ranging from 17 to 33 months and submitted to the Government also with delays ranging
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from 19 to 31 months. The Annual Report for Financial Year 2021-22 had not been
approved at the level of the Board itself as of April 2023. It is also evident that the Annual
Reports for both the years 2019-20 and 2020-21 were submitted to the State Government
(March 2023) prior to their approval by the Board (April 2023), which is in contravention
of the Rules.

Also, Annual Reports have never been submitted to the Central Government by the Board
ever since the constitution of the Board, which is against the provisions of the Act ibid.

The Board stated (April 2023) that all efforts are being made to ensure timely approval of
the Annual Report from Board of Directors.

In the Exit Conference, the Secretary directed (October 2023) the Board to send the Annual
Report to Central Government without delay. The Secretary also said that the Report for
2021-22 be submitted within a fortnight.

2.7.6 Budget preparation

As per Section 25 of the Act, the Board shall prepare, in such form and at such time each
Financial Year, as may be prescribed, its Budget for the next Financial Year, showing the
estimated receipts and expenditure of the Board and forward the same to the State
Government and the Central Government.

2.7.6.1 Delay in approval of Annual Budget of the Board

Audit noticed that the meetings for approval of the Budget, showing estimated receipts and
expenditure for the next Financial Year, were held after the commencement of the
Financial Year for which the Budget was to be approved, whereas it should have been held
and the Budget should have been approved before commencement of the Financial Year
1.e., before 31 March of preceding Financial Year. Details of the Board meetings held for
approval of the Budget are given in Table 2.11.

Table 2.11: Details of the Board meetings held for approval of Annual Budget

Financial Year Meeting required to be held by Budget approved in Delay (in months)
2017-18 March 2017 February 2017 No delay
2018-19 March 2018 December 2018 9 months
2019-20 March 2019 December 2019 9 months
2020-21 March 2020 June 2021 15 months
2021-22 March 2021 June 2021 3 months

It can be seen from the Table 2.11 that during 2018-22, the Budget was approved with
delays ranging from three months to 15 months and the Budget for Financial Year
2020-21 was approved after lapse of the Financial Year, making the exercise of approval
of estimates futile.

The Board stated (March 2023) that it made all possible efforts to adhere to the schedule
of meetings.
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The reply reflects that the Board had not followed the provisions of the Act regarding
holding of regular meetings for such important functions like Budget approval. The entire
process of approving the Budget estimates with delays/after lapse of the year shows weak
or absence of controls in the budgetary process.

In the Exit Conference, the Secretary directed (October 2023) the Board officials to adhere
to the timeline for the Budget preparation.

2.7.7 Database of building and other construction workers in the state

Section 12 of the Act and Rule 266 of HPBOCW Rules, 2008 provides that every worker,
aged between 18 and 60 years, engaged in construction work for not less than 90 days
during the preceding 12 months should apply for registration to the concerned registering
officer. Construction workers will be eligible for welfare scheme benefits provided by the
Board after registration as a beneficiary. Audit findings with respect to database of BOC
Workers are in the succeeding Paragraphs.

2.7.7.1 Non-maintenance of individual beneficiary-wise database by the Board

Audit observed that 3,73,513 workers were registered with the Board as of March 2022.
However, the Board as well as test-checked LOs/LI had not maintained details of welfare
benefits for each worker such as details of date on which application for benefits received,
quantum of benefits disbursed under each scheme, date of disbursement etc. Thus, they
failed to have a comprehensive database of beneficiaries at any level for cross-checking of
payment of benefits, which would have served as useful inputs for policy making and
performance analysis.

Maintenance of such a type of database at the Board level would facilitate distribution of
welfare assistance to those beneficiaries, who have migrated to different LO jurisdictions
other than the one they had registered with. This will facilitate submission of
claims/applications to any LO in the State and mitigate the difficulty and inconvenience
for the beneficiaries to submit claims/applications through the LO under which they were
registered.

The Board and test-checked LOs/LI stated (December 2022, January and February 2023)
that such data could not be maintained due to shortage of staff and manifold increase in
registration process. The data will be maintained once the process is started online on the
Himachal Pradesh Building and Other Construction Workers’ Welfare Board Portal.

Due to absence of comprehensive database/records, Audit noticed instances of multiple
registration of workers (Paragraph 2.3.5.1), double payment of benefits (Paragraph
2.7.10.2 (C)), delay in payment of welfare scheme benefits (Paragraph 2.7.12.3) etc.
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2.7.7.2 Introduction of Universal Access Number

The Secretary, Ministry of Labour and Employment (MoL&E), Government of India
informed (September 2015) the Hon’ble Supreme Court that Government of India (Gol)
contemplated introduction of Universal Access Number (UAN) to every registered worker
so that if he or she migrates from one State to another, the benefit of registration does not
get lost, nor does that construction worker need to get registered in another State.

Audit observed that no process of introduction of Universal Access Number was started by
the Board by coordinating with the MoL&E and only LO/LI-wise registration numbers
were provided to the registered workers in the format/code prescribed by the Board.

The Board stated (May 2023) that Identity Cards are being issued to registered workers
with separate Registration Number and Online Portal of the Board is under trial phase,
wherein provision has been made to provide UAN to each registered worker.

The State Government should coordinate with the Government of India to introduce UAN
to every registered worker, as was contemplated by the Government of India (MoL&E)
during the year 2015 for the facility of migrant workers from one State to another.

2.7.8 Issues relating to Financial Management by the Board

The Himachal Pradesh Building and Other Construction Workers’ Welfare Fund >*
(hereinafter referred to as “the Fund”) is to be administered by the Board. The Fund consists
of contributions made by the beneficiaries, amount of cess @one per cent> of construction
cost received by the Board from establishments through Labour Officers/Cess Collectors
and cess deductors/depositors in the Board’s bank account, accumulated interest on funds
in bank accounts and grant of loans or advances if any, made by any authority. As per
Section 24 (2) of the Act, the Fund was to be utilised for meeting expenses of the Board in
discharge of its functions. Section 22 states that the Board may provide various welfare
benefits to the construction workers.

2.7.8.1 Financial position of the Board

Details of receipts, expenditure and balance of funds of the Board during 2017-22 are given
in the Table 2.12:

3 Constituted under Rule 265 of HPBOCW Rules, 2008.
3 Notified by the Department of Labour and Employment vide letter of August 2009.
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Table 2.12: Details of Receipts and Expenditure of the Board during 2017-22
(R in crore)

Receipts Expenditure
(0] i Total Closi
Year Bl;r:'ilcleg ;e(;gil;t::g::l Cess® Inat:ll:s: RZ::?;ts Funds Welfare* Administrative’ | Total* Ba(l)::‘ncge
Others

2017-18 458.59 0.02 6(%;3)5 2(62;)9 95.66 554.25 36.44 (7) 2.05(5.3) 3?;)‘9 515.76
2018-19 515.76 0.06 6(7656)7 3(63'53)7 104.10 | 619.86 24.68 (4) 2.35(8.7) 224(;3 592.83
2019-20 592.83 0.07 8(26.61)1 4(23:)8 124.76 | 717.59 50.89 (7) 2.46 (4.6) 5?%5 664.24
2020-21 664.24 0.13 8(57'32)5 3(%79)8 116.36 | 780.60 | 106.28 (14) 2.50 (2.3) 1?f4;8 671.82
2021-22 671.82 0.15 1?73;;6 2(2'11)4 132.15 803.97 | 97.14 (12) 3.68 (3.6) 1(()?;;2 703.15

Total 0.43 4(()771;4 1?;9§6 573.03 315.42 13.04 328.46

Source: Information supplied by the Board

8 Figures in parenthesis indicate percentage of receipt to total receipt. # Figures in parenthesis indicate
percentage of expenditure to total expenditure. *Figures in parenthesis indicate percentage of expenditure
to the total funds.

Findings on audit analysis of the above data have been discussed in succeeding Paragraphs.

2.7.8.1 (A) Over accumulation of funds

It can be seen from Table 2.12 that the Board had funds ranging between X 515.76 crore
(Closing Balance 2017-18) and X 703.15 crore (Closing Balance 2021-22). The Fund was
to be used for welfare of building and other construction workers and administrative
expenses. However, it is observed that the proportion of the welfare expenditure and total
expenditure with respect to the total available funds ranged from a marginal four per cent
(2018-19) to 14 per cent (2020-21) during 2017-22.

Against the total available funds of X 1,031.62 crore (Opening Balance of 2017-18
% 458.59 crore + X 573.03 crore which is total receipts of 2017-22) during 2017-22, the
Board had utilised only X 328.46 crore (32 per cent) during the same period. Further,
during the period 2017-20, ratio of Expenditure with respect to Receipts during the year
remained low ranging from 26 to 43 per cent which led to over accumulation of funds in
the bank accounts of the Board over time as shown in Chart 2.9.
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Chart 2.9: Details of Receipts and Expenditure of the Board for the period 2017-22
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During 2020-21, expenditure increased due to COVID-19 Financial Assistance disbursed
as per the directions of the State Government (March, May, and August 2020) at the rate
of X 2,000/- per instalment to the registered beneficiaries (total three instalments)
amounting to X 68.59 crore.

Underutilisation of the Fund also resulted in liability of income tax up to X 191.01 crore as
condition of 85 per cent of receipts to be expended on Welfare Schemes was not fulfilled
by the Board as discussed in Paragraph 2.7.8.2 (B).

The Board stated (January 2023) that the expenditure is purely based on the claims received
from the registered beneficiaries and if they do not present their legitimate claims, the
Board has no power to enforce them.

The reply should be seen in the light of the fact that the Board did not plan ahead to utilise
the huge funds lying with it by formulating long and short-term targets. The Board could
have either introduced new Welfare Schemes or enhanced the amount of benefits of the
existing Welfare Schemes with a change from demand-based disbursement of welfare
benefits to maximum coverage of beneficiaries for schemes for which all the beneficiaries
are eligible. Also, it could coordinate with other Local Departments and sanction grants-
in-aid to them for providing welfare benefits which could be provided directly at
construction sites. The plea of the Board that the low expenditure is linked to the claims
received from the beneficiaries should also be seen in the light of the fact that there is lack
of awareness among the beneficiaries about the Board and the Welfare Schemes available,
as was observed by Audit during the Beneficiary Survey as indicated in
Paragraph 2.8.2.1 (B).

2.7.8.1 (B) Administrative Expenditure incurred beyond prescribed limit

Section 24(3) of the Act stipulates that in any Financial Year, no Board shall incur expenses
towards salaries, allowances and other remuneration to its members, officers and other
employees and for meeting the other Administrative Expenses exceeding five per cent of
its total expenses during the Financial Year.

From the Table 2.12, it can be seen that the Board’s expenditure on Administrative
Expenses was more than five per cent of total expenditure during the Financial Years
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2017-18 (5.3 per cent) and 2018-19 (8.7 per cent), which was in contravention of provision
of the Act ibid while during the period 2019-22, it was within the limit.

The Board stated (December 2022) that the expenditure was not irregular as without
administrative expenditure, it is not possible to run the organisation. However, the Board
had also taken up the matter with the Government of India through the State Government
to relax the limit as it is not possible to adhere to the limit at the initial stage.

The reply is not acceptable as the Board should take austerity measures while incurring
expenditure from the Fund and the Board should focus on disbursal of maximum welfare
benefits to all the eligible BOC workers in the State, as stipulated under the Act.

2.7.8.1 (C) Mismatch in figures of welfare expenditure

Audit noticed that there was mismatch of
X 23.68 crore in figures of individual scheme wise
welfare expenditure and in the figures of overall

315.43

29175

NoowW s
o o o
S & o

welfare expenditure provided from the Annual

Expenditure in crore
=
o
Q

: 0
Accounts for the period 2017-22. Both the figures Welfare Welfare  Difference
. . . . Expenditure as expenditure as
were supplied by the Board. As per the individual per financial  per individual
. . . position scheme-wise
scheme-wise expenditure, the total expenditure on expenditure

details

the Welfare Schemes was X 291.75 crore while as
per overall welfare expenditure provided from the
Annual Accounts, the total expenditure on the Welfare Schemes was X 315.42 crore. The
details of mismatch in figures are given in Appendix 2.3.

The Board stated (May 2023) that booking of expenditure in the books of accounts is being
done as per accounting concepts and accounting conventions, however the difference is
due to the reason that data of individual scheme-wise expenditure was supplied by the
concerned Dealing Assistant directly.

The reply is not acceptable as it is evident that the Board is not reconciling its accounts
since different figures were given for the same expenditure. It should have ensured that the
data maintained by the Dealing Assistants is reconciled with the Accounts from time to
time. This showed weak internal controls and improper maintenance of records.

2.7.8.1 (D) Cess collected and welfare expenditure by the selected LOs/LI

Details of cess collected and welfare expenditure by the selected LOs/LI during 2017-22
are given in Table 2.13.
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Table 2.13: Details of Cess Collected and Welfare Expenditure by the selected LOs/LI
(R in crore)

LO Bilaspur LI Hamirpur Total T(:t:gli:st':::;rs LO Kullu ——

Fil;{tl;iial Cess ]:Z ;lef::;; Welfare l::: ;lef;l;; (No. of Cess Welfare registered
Collected* Expenditure establishments | Collected | expenditure (No. of
ure ure ) establishments)
2017-18 3.60 3.21 3.66 6.87 5,616 (6) 8.42 0.78 616 (6)
2018-19 1.37 2.90 3.70 6.60 16,108 (4) 4.36 0.77 1422 (6)
2019-20 0.60 6.38 11.90 18.28 11,045 (0) 8.58 2.04 1585 (5)
2020-21 2.28 14.72 25.20 39.92 30,631 (4) 6.55 3.83 4300 (4)
2021-22 0.27 9.11 10.83 19.94 23,883 (0) 4.92 4.45 8859 (0)
Total 8.12 36.32 55.29 91.61 87,283 (14) | 32.83 11.87 16782 (21)

Source: Information supplied by the Board and the selected LOs
*LI Hamirpur is under the jurisdiction of LO Bilaspur for collection of cess.

It can be seen from the Table 2.13 that in the jurisdiction of LO Bilaspur, which includes
LI Hamirpur, cess amounting to I 8.12 crore was collected and expenditure of
% 91.61 crore was incurred on Welfare Schemes. In the jurisdiction of LO Kullu cess of
% 32.83 crore was collected and welfare expenditure of X 11.87 crore was incurred on
Welfare Schemes.

In LO Kullu, low welfare expenditure against cess collected may be due to non-registration
of the workers engaged in these establishments, as a result of which they would have been
deprived of the admissible welfare benefits. In LO Bilaspur, high welfare scheme
expenditure in comparison to cess collected showed that either cess was not being collected
from all the establishments or bogus registration of workers is being carried out as
discussed in Paragraph 2.3.5.2.

2.7.8.1(E) Collection of cess from Government and Private Employers

Audit observed that in the test-checked LOs, Register of Cess received from the employers
was being maintained. During scrutiny of these Registers for the period 2017-22, it was
observed that cess amounting to I 40.95 crore was deposited by 152 employers
(Government and Private) as indicated in Table 2.14.

Table 2.14: Details of cess received by selected LOs during 2017-22
(R in crore)

Name of Total Government Private Employers*
Labour Employers*
Office No. of Amount No. of Amount No. of Amount of
Employers of Cess employers of Cess Employers Cess
LO Bilaspur 103 8.12 90 (87) 6.51 (80) 13 (13) 1.61 (20)
LO Kullu 49 32.83 34 (69) 32.19 (98) 15(31) 0.65 (2)
Total 152 40.95 124 38.70 28 2.26

Source: Information prepared from Register of Cess maintained by the LOs
* Figures in parenthesis indicate percentage with respect to total.
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It can be seen from the Table 2.14 that:

(1) In LO Bilaspur, out of the total 103 employers who deposited cess, 90 (87 per cent)
were Government Employers and 13 (13 per cent) were Private Employers. While
the proportion of cess deposited by the Government Employers (X 6.51 crore) was
80 per cent of the total cess deposited.

(i) In LO Kullu, out of 49 employers who deposited cess, 34 (69 per cent) were
Government Employers and 15 (31 per cent) were Private Employers. While the
proportion of cess deposited by the Government employers (X 32.19 crore) was
98 per cent of the total cess deposited.

It was also observed that during 2021-22, 340 employers transferred cess in the Board’s
bank accounts, out of which 294 (86 per cent) were Government Employers and
46 (14 per cent) were Private Employers while bifurcation of amount of cess deposited was
not available.

Thus, the major portion of cess amount was being deposited by the Government Employers
as compared to the Private Employers.

2.7.8.2 Financial Irregularities in the utilisation of the Fund

Financial irregularities noticed in utilisation of the Fund are discussed in the succeeding
Paragraphs.

2.7.8.2 (A) Irregular/inadmissible expenditure from the Fund

Rule 289 of HPBOCW Rules, 2008 states that the Fund shall not, without the previous
approval of Government, be expended for any purpose other than those mentioned in the
Act and the Rules.

As per Ministry of Labour and Employment, Government of India order®® (June 2016), all
the State Governments and UT Administrations are not to spend the Fund for construction
of buildings for schools, hospitals, training centers, labour shed-cum-night shelter, waiting
hall, hostels etc. or for any purpose other than for welfare of BOC workers and their family
exclusively. In case of any such violation, immediate corrective steps should be taken and
the funds so spent should be recouped in the Building and Other Construction Workers’
Welfare Cess Fund with immediate effect under intimation to the Central Government.

Audit noticed that the Board had incurred irregular/inadmissible expenditure of
X 15.89 crore from the Fund. The details of which are given in Table 2.15.

56 Notification no.: Z-20011/08/2014-BL dated 7 June 2016.
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Table 2.15: Details of irregular/inadmissible expenditure from the Fund

Irregular
Purpose of expenditure Reply of the Board Audit Remarks
expenditure amount
(in crore)
The Board replied (March 2023) that | The Fund is to be
Donation of funds the Government has decided to transfer | utilised only for the
to Chief Minister 2.00 the funds for poorest of poor workers in | welfare of BOC
Relief Fund the time of crisis during COVID-19 | workers and  their
period. families.
Co‘n struction of The Board stated (May 2024) that the Capital Expeqdlture
Skill Development X from the Fund is not
. . . Board constructed Skill Development . .
Training Institute 57 . permissible and  is
13.55 Institute to fulfil the purpose of Rule .
at Palkwah Khas, . against the Government
. . 283(D) of HPBOCW Rules amended in .
Tehsil Haroli, 2014 of India orders (June
District Una, HP ) 2016) ibid.
The Board stated (March 2023) that
The Scheme was not
Government of HP conveyed approval | .
. . implemented by the
for expenditure related to wide .
. . Board and expenditure
publicity of the scheme material. The
. was to be borne by the
- Deputy Labour Commissioner stated
Publicity of Department. The
. (March 2023) that Labour . .
Pradhan Mantri o . expenditure  incurred
. Commissioner decided that the .
Shram Yogi 0.23 . . should be recouped in
. expenditure be incurred at the State
Maandhan Yojana o the Fund by the
level as well as the District level shall
(PM-SYM) Government of
be borne by the Board and verbal )
o . Himachal Pradesh as
approval from Additional Chief .
per  directions of
Secretary (Labour and Employment) to Ministry of Labour and
the GoHP had been obtained in this Y
Employment.
regard.
The Board stated (March 2023) that to T.h cp ur.chase and its
Purchase of bags . . . distribution to the Board
increase the registration of workers and . S
from . . officials does not justify
« . to provide them benefits of various .
Advertisement 0.11 the advertisement or
e g Welfare Schemes run by the Board, the -
and Publicity . publicity aspect and
Board of Directors approved purchase AR
head of account shows misutilisation of
of bags.
the Fund.
Total 15.89
2.7.8.2 (B) Income Tax Liability due to erroneous registration under IT Act

The Himachal Pradesh Government constituted the Board (March 2009) to implement
Welfare Schemes for construction workers and levied Labour Cess at the rate of
one per cent in accordance with the requirement of the Cess Act. The cess so collected was
required to be spent on various schemes for welfare of building and other construction
workers.

57 The Board paid X 18.41 crore for the entire construction. Out of which, the objected amount is

% 13.55 crore which was paid after June 2016.
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Section 10 (46) of the Income Tax (IT) Act, 1961
INCOME LA LIVATTLIAY provides that in computing the total income of a
TAX LIABILITY: T 191.01 crore | previous year of a body or authority or Board or Trust
png;);gf&;ﬁszl gClIZgREO CRORE or Commission, any income falling within any of the
following clauses shall not be included : (i) it has been
established or constituted by or under a Central, State or Provincial Act, or constituted by
the Central Government or a State Government, with the object of regulating or
administering any activity for the benefit of the general public; (i1) it is not engaged in any

commercial activity; and (ii1) it is notified by the Central Government in the Official

Gazette for the purposes of this clause.

The Board was registered as Charitable Trust under Section 12AA(1)(B) of the IT Act,
1961 on 01.04.2011. Under Section 11 (1) of the IT Act, 15 per cent income of a Trust was
exempted from Income Tax and remaining 85 per cent income was required to be utilised
for charitable or religious purposes in India for getting exemption from Income Tax.

The Board initially did not register itself under Section 10 (46) and was registered under
the Section 12AA(1)(B) of the IT Act and subsequently could not fulfil the condition for
exemption under section 11(1), which resulted in tax liability of X 191.01 crore up to March
2022.

The Board, after lapse of more than seven years, through letter dated 18.12.2018, had
applied to the Chief Commissioner of Income Tax for seeking exemption U/s 10(46) of the
IT Act, 1961. But no exemption had been granted by the Income Tax Authorities as of
October 2023 and tax liability of X 148.30 crore was to be paid as of March 2022.

In the Exit Conference, the Secretary directed (October 2023) to do necessary follow-up
with the Income Tax Department.

2.7.8.2 (C) Tax liability due to less annual expenditure

As the condition of expenditure to the extent of 85 per cent of annual income towards its
objectives were not fulfilled during above period, except during the Financial Year 2020-
21, so T 191.01 crore was to be paid by the Board as Income Tax. Out of which,
X 42.71 crore has already been deposited or deducted as TDS with the Income Tax
Department and income tax liability of T 148.30 crore was still outstanding as on 31 March
2022. Details of income, expenditure and tax demanded and deposited by the Board are
given in Table 2.16:
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Table 2.16: Details of Income, Expenditure and Income Tax of the Board during 2009-22
(R in crore)

. . Percentage of Income Tax Income Tax
Financial | Total Total . .
Year Income || Expenditure Expenditure to demand deposited
Income amount /deducted
2009-10 24.39 0.07 0.29 - 0.02
2010-11 46.49 0.41 0.88 - 0.19
2011-12 49.49 0.42 0.85 - 0.82
2012-13 62.33 2.12 3.04 - 1.07
2013-14 71.28 4.62 6.48 8.26 7.97
2014-15 79.83 6.23 7.80 36.78 20.67
2015-16 81.29 19.81 24.37 - 1.46
2016-17 90.68 30.87 34.04 - 1.15
2017-18 95.66 38.39 40.13 47.97 1.76
2018-19 104.10 27.03 25.96 32.52 2.31
2019-20 124.76 53.35 42.76 65.48 1.82
2020-21 116.35 108.78 93.49 - 1.34
2021-22 132.16 100.82 76.29 - 2.13
Total 1,078.81 392.92 36.42 191.01 42.71

Source: Income and Expenditure are from Balance Sheets (2009-16) and data provided by the Board
(2017-22). Income Tax details provided by the Board.

The Board stated (February 2023) that the Board could not utilise 85 per cent of the
receipts towards charitable activity of various Welfare Schemes because all claims are
demand based, and disbursement remained less than 85 per cent of the receipts. The Board
further stated that time to time letter was sent to CBDT and CIT>® for seeking exemption
U/s 10(46) which is under process.

The reply should be seen against the fact that had the Board been registered U/s 10(46)
initially, it would have been exempted from paying Income Tax and the huge amount
deposited as Income Tax could have been used on welfare of building and other
construction workers.

2.7.8.2 (D) Software for database of workers not developed

The Board had started (February 2017) the process
of developing Online Software for registration/
renewal, contribution/fee, processing claims,
worker/scheme wise benefits delivered to

EXPENDITURE INCURRED ON

SOFTWARE

¥ 27.61 LAKH HAD BEEN
EXPENDED BY THE BOoARD oN | registered workers and also benefits yet to be

SOFTWARE ~ DEVELOPMENT | delivered, work continuity certificates of

WHICH IS STILL NOT s . .. .
beneficiaries, checking of duplicity/error in
FUNCTIONAL EVEN  AFTER

LAPSE OF SIX YEARS. registration, cess collection, grievance redressal

mechanism etc. through National Information
\ j Centre (NIC), Shimla.

58 (Central Board of Direct Taxation and Commissioner of Income Tax.
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Audit noticed that no timeline was fixed by the Board for completion of software
development and software had not been developed by the NIC, Shimla even after a lapse
of almost six years and expenditure of X 27.61 lakh had been incurred (February 2023) on
development of software.

The Board stated (February 2023) that the delay in development of software was due to
technical issues and that HPBOCWWB Portal is being used for online registration process
of workers and was in final stage of implementation of online claim process.

The reply is confirmation of the fact that the Board failed to achieve its intended objective
of having comprehensive software for providing better services to construction workers,
hassle-free registration and renewal, status of their welfare benefit application and
grievance redressal mechanism, despite considerable lapse of time.

2.7.9 Formulation of Welfare Schemes

Section 22 of the Act provides for various Welfare Schemes that may be implemented by
the Board. Accordingly, Rules 271 to 283 and 298 to 302 of the HPBOCW Rules, 2008
stipulate various Welfare Schemes® for building and other construction workers.

The expenditure incurred on various Welfare Schemes during 2017-22 is depicted in the
Chart 2.10 given below.

Chart 2.10: Welfare Expenditure from the Fund during 2017-22
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Source: Information provided by the Board.

% Financial Assistance for Marriage, Maternity/Paternity Benefit, Financial Assistance for Education,

Medical Assistance to Beneficiaries and Dependents, Old Age Pension, Disability Pension, Death and
Funeral Assistance, Assistance for purchase of Bicycle and Washing Machine for Women, Induction
Heater and Solar Lamp.
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Table 2.17: Welfare Expenditure sanctioned on Welfare Schemes during 2017-22
(R in crore)

Sr. No. of Amount
@
No. IR G545 N3 beneficiaries er cent™

8 | Medical Assistance 2,724 3.12 (1)
9 | Financial Assistance for Induction Cooker 47,509 7.92 (3)
10 | Financial Assistance for Washing Machines 11,894 8.04 (3)
11 | Financial Assistance for Bicycle 32,815 8.60 (3)
12 | Financial Assistance for Solar Lamp 39,896 10.24 (4)
13 | Maternity/Paternity Financial Assistance 2,754 11.87(4)
14 | Death and Funeral Financial Assistance 958 14.86 (5

Total 281.33

Source: Information provided by the Board.

*Figures in parenthesis indicate percentage of Expenditure to Total Expenditure.

# Figures are sum of no. of workers covered in three instalments under the scheme.

8 Figures are cumulative no. of workers paid pension in five years and not individual beneficiaries wise.

@ Expenditures amounting to T 10.41 crore (Depreciation: I 4.91 crore, Advertisement and Publicity:
T 3.03 crore, CM Relief Fund: % two crore, Rent of Stores: T 0.32 crore, Freight Charges: < 0.10 crore and
Workers’ Transit Hostel: % 0.05 crore) are excluded.

2.7.9.1 Formulation of schemes without any survey or Inspection Report

Section 5 of the Act provides that the appropriate Government may constitute one or more
expert committees consisting of persons specially qualified in building and other
construction work for advising that Government for making rules under this Act.

Section 22(1) provides that the function of the Board is to provide various welfare measures
to the beneficiaries. The Board has implemented various Welfare Schemes as per Rules
271 to 283 of the HPBOCW Rules, 2008.

Audit noticed that the State Government framed scheme rules after consultation with the
Expert Committee for carrying out provisions of the Act. But Welfare Schemes notified by
the State Government and implemented by the Board were not based on any kind of survey
throughout the State or any Inspection Reports submitted by the inspecting officials of the
Department or the Board.

The Board stated (December 2022) that the schemes implemented have been notified by
Government in HPBOCW Rules, 2008 and afterwards the same have been expanded and
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new schemes have been included through amendment in said Rules by Himachal Pradesh
Government.

Adopting a bottom-up approach for formulation and implementation of schemes after
conducting surveys and taking input from beneficiaries would increase chances of their
successful execution. Also, the reply is to be seen against the fact that various Welfare
Schemes were notified/added in the Rules but remained unsuccessful at the implementation
stage as discussed in Paragraph 2.7.10.1.

2.7.9.2 Irrational formulation of schemes without any preliminary study

The State Government, on recommendation of the Expert Committee, amended
(August 2014) the HPBOCW Rules, 2008 and added Rule 283 (B) and (F) °° which states
that the Board may provide one washing machine and one bicycle to female beneficiary as
a onetime incentive. This benefit will be provided only once per family.

Audit observed that the distribution of washing machines and bicycles to the building and
other construction workers is not supported by any survey as these workers migrate in
search of work and live in temporary housings/shelters which are not provided with running
water facility and are not even provided with uninterrupted power supply. Also, the
uniform applicability of the scheme of distribution of bicycles was not examined with
regards to its feasibility by the Board or Expert Committee as the scheme would be useful
in plain regions of the State but not in hilly regions with high altitude in Kinnaur and Lahaul
& Spiti Districts.

The feasibility of schemes should be examined in the initial stage and supported by
adequate surveys as implementation without usefulness would lead to wasteful expenditure
from the Fund without raising the living standards of BOC workers. The top-down
approach adopted by the State Government in the formulation of schemes should be re-
examined. Also, the audit observation is buttressed by the fact that 60 washing machines
and 436 bicycles were lying undistributed in the stores as of March 2022 as discussed in
Paragraph 2.7.10.6 (C).

2.7.10 Implementation of Welfare Schemes

Ten Welfare Schemes were selected for test check in audit on the basis of expenditure
sanctioned during 2017-22 as detailed in Table 2.18.

Table 2.18: Details of ten Welfare Schemes selected for test check in audit

Sr. Name of Scheme Financ‘ial Assistance
No. (in crore)

1 COVID-19 Financial Assistance 78.59

2 Education Assistance 72.15

3 Marriage Assistance 64.48

4 Death and Funeral Financial Assistance 14.86

6 Date of notification: 14 August 2014.
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Sr. Name of Scheme Financ‘ial Assistance
No. (in crore)

5 Maternity/Paternity Financial Assistance 11.87

6 Solar Lantern 10.24

7 Washing Machine 8.04

8 Induction Cooker 7.92

9 Advance for purchase or construction of house No Expenditure
10 Blankets, Hot Case, Tiffin and Steel Dinner Set for beneficiary No Expenditure

Source: Information provided by the Board.

The audit observations on implementation of Welfare Schemes are discussed in the
succeeding Paragraphs.

2.7.10.1 Non-implementation of notified Welfare Schemes

Audit noticed that various Welfare Schemes were notified in the HPBOCW Rules, 2008
by the State Government but the following Welfare Schemes were not implemented by the
Board as discussed below.

2.7.10.1 (A) Advance for purchase or construction of house and loan for the
purchase of tools

Welfare Schemes such as Advance for purchase or construction of house (Rule 274) and
loan for the purchase of tools (Rule 276) were notified under the HPBOCW Rules, 2008.

Audit noticed that no application was received by the Board for availing benefits under
these Welfare Schemes till December 2022 even after the lapse of almost 13 years since
the constitution of the Board (March 2009).

The Board stated (February 2023) that it is providing assistance to registered workers for
construction of houses if the beneficiary is getting the benefit of the same under
PMAY/MMAY®!.

The reply is not satisfactory as condition of eligibility under PMAY/MMAY is not
mandated in the Rules ibid and separate scheme in Rule 302 of HPBOCW Rules, 2008 was
added as MMAY. Not receiving even a single application shows lack of publicity of the
scheme on behalf of the Board and leading to lack of awareness of the workers.

2.7.10.1 (B) Non-coverage under Ayushman Bharat Scheme

As per Model Welfare Scheme (October 2018), State Welfare Boards should coordinate
with their respective States Governments to ensure that the newly launched Scheme
‘Ayushman Bharat’ is able to cover maximum BOC workers.

Audit noticed that the Board had not taken any steps to coordinate with the State
Government for covering the registered workers under Ayushman Bharat scheme.

61 Pradhan Mantri Awas Yojana and Mukhya Mantri Awas Yojana.
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The Board stated (December 2022) that it is providing medical assistance to its registered
beneficiaries as per their medical expenses’ claims.

The reply is not satisfactory, since the Board covered all its registered BOC workers under
the Ayushman Bharat scheme, the beneficiaries could have utilised the cashless benefits
offered through e-card. The Board can provide medical assistance if BOC workers fail to
get medical assistance under the Ayushman Bharat scheme.

2.7.10.1 (C) Scheme for providing Blankets, Hot Case, Tiffin and Steel Dinner Set
for female beneficiary

As per notification dated 06 January 2020 issued by the Department, welfare scheme
namely Blankets, Hot Case, Tiffin and Steel Dinner Set for female beneficiary (Rule
283(F)) was inserted.

Audit observed that the Board received 10,110 applications on account of blanket, hot case,
tiffin and Steel Dinner Set between the period February 2020 and July 2021 from LOs for
sanction. But the Board had not sanctioned any claims or signed any rate contract for
purchase of blankets with any firm till March 2021, when Government of India advised
States to discontinue in-kind schemes or benefits.

The Board stated (February 2023) that distribution of in-kind benefits stopped as per letter
of the Government of India (March 2021) and accordingly the Board had not implemented
the scheme namely Blankets, Hot Case, Tiffin and Steel Dinner Set for female
beneficiaries.

The reply should be seen in the light of the fact that the scheme was notified in January
2020 and Board started receiving applications from March 2020 onwards but it had not
sanctioned even a single application until the stoppage of scheme by Government of India
order (March 2021). The delay of almost one year in processing the cases of a weaker
section of society deprived them of their benefits, especially such a scheme which was
intended for the female workers.

2.7.10.1 (D) Mobile créches for the use of children

Section 35 of the Act provides that in every place wherein, more than fifty female building
workers are ordinarily employed, there shall be provided and maintained a suitable room
or rooms for the use of children under the age of six years of such female workers.

The Government notified (January 2020) that the Board may provide Mobile Toilets and
Mobile Creches to the registered Building and Other Construction Workers in such places
wherever required. All the expenditure, including its maintenance etc., may be borne by
the Board.

Audit noticed that the Board in convergence with Department of Women and Child
Development (WCD) decided (November 2018) to establish créches at identified
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construction sites > and transferred % 10.85 lakh to Director, WCD. Out of which
% 7.05 lakh was utilised, and X 3.80 lakh remained unutilised (January 2023). The scheme
was stopped and creches were closed due to the COVID-19 outbreak but neither the scheme
was made operational thereafter nor the balance amount was returned to the Board by the
WCD.

2.7.10.1 (E) Other Welfare Schemes

As per notification (September 2021) of the State Government, various rules were added
in the HPBOCW Rules, 2008. Through these rules, five new schemes namely (i) Female
Birth Gift Scheme (Rule 298), (i1)) Mentally Retarded Children Benefit Scheme (Rule 299),
(ii1)) Widow Pension (Rule 300), (iv) Hostel Facility Scheme (Rule 301) and (v)
Mukhyamantri Awas Yojana (Rule 302) were added.

Audit noticed that no application was received by the Board for availing benefits under any
of the abovementioned schemes till March 2022, as a result of which, no benefits could be
granted by the Board to workers.

The Board stated (February 2023) that the Board is organising awareness camps and
providing publicity by social media, AIR, FM radio etc. to publicise various Welfare
Schemes.

Evidently, wide publicity was not provided as already discussed in Paragraph 2.3.4.4 to
these schemes and workers were unaware of these Welfare Schemes. This is also validated
by the audit observation on Joint Physical Inspection as well as a Beneficiary Survey where
many workers were not having any awareness about the Board or its schemes.

2.7.10.2 COVID-19 financial assistance

In order to contain the spread of Corona Virus (COVID-19) to the extent possible by taking
preventive, precautionary and pre-emptive measures, the State Government issued orders
(March, May, and August 2020) for the disbursement of X 2,000/- per registered worker
per instalment (total three instalments) of the Board as financial assistance for purchase of
necessary ration items, medicines, etc. During 2020-21, an amount of X 78.59 crore was
sanctioned in three instalments under this scheme.

Audit noticed the following shortcomings:

2.7.10.2 (A) Coverage of beneficiaries

Details of live registered workers covered under COVID-19 pandemic financial assistance
by the Board in the State are given in Table 2.19.

%2 1In the Districts of Mandi, Shimla, Sirmour and Solan.
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Table 2.19: Live registered workers covered under COVID-19 Financial Assistance

(R in crore)

Instalment TOt?.ll AL A Registered workers Amount
Month Registered payments .
No. . not covered (per cent) | sanctioned
Workers sanctioned
1 2 3 4 5 (Column 3-4) 6
First April 2020 1,36,211 1,24,094 12,117 (9) 24.82
Second May 2020 1,50,342 1,32,267 18,075 (12) 26.45
Third July 2020 1,67,140 1,36,609 30,531 (18) 27.32
Total 78.59

Source: Information supplied by the Board.

It can be seen from the Table 2.19 that nine to 18 per cent of registered workers were not
covered in three instalments sanctioned under COVID-19 financial assistance.

The Board stated (March 2023) that benefit of COVID-19 financial assistance was
transferred to beneficiaries as per the recommendation and verification by the LO
concerned and in the absence of required mandatory information i.e., Aadhar No., Bank
Account, IFSC Code etc. benefits could not be sanctioned to remaining beneficiaries.
LWOs stated (May 2024) that information of bank account and IFSC code of some of
beneficiaries registered prior to 2018 was not available as process of DBT started later on.

The reply is not satisfactory as steps should have been taken by the Board to obtain such
information from the LOs and beneficiaries and the increasing number of uncovered
workers under the scheme shows that required details of workers registered after sanction
of the first instalments were not obtained by the LOs/LI, thereby depriving the beneficiaries
of intended benefits.

2.7.10.2 (B) Rejected claims pending for disbursal

It was noticed that the Board had sanctioned payment of COVID-19 financial assistance in
three instalments to 124094, 132267 and 136609 registered workers respectively. But
30,968 claims were rejected due to reasons such as incorrect account number or IFSC codes
etc. Out of which, 76 claims were subsequently approved after receiving rectification
through concerned LOs but 30,892 claims were still pending for approval/sanction as of
December 2022.

The Board stated (March 2023) that workers were informed about rejections through LOs
concerned so as to get the correct account credentials from the beneficiaries. But corrected
list had not been received from LOs and as such benefits were not transferred.

The reply should be seen in the light of the fact that the workers should have been informed
immediately as it was noticed that some workers, whose phone numbers were not available,
were intimated by the LO/LWO in December 2023 after lapse of three years; and corrected
information be obtained from them as soon as possible, as the pandemic forced all
construction works to be stopped and there was no alternative source of income for these
construction workers and they faced hardships in their day-to-day life. The negligence on
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part of the Board as well as Labour Offices was seen as claims of 30,892 workers are still
pending for approval even after lapse of almost three years.

2.7.10.2(C) Double disbursement of assistance due to duplicate registration of
beneficiaries

Audit noticed that 158 beneficiaries were sanctioned and disbursed COVID-19 financial
assistance at least twice as they were having two different registration numbers but same
Aadhar number and other details like name, address, account numbers efc., resultantly an
amount of X 3.16 lakh (total amount paid X 6.32 lakh) was disbursed in excess to them
during the year 2020-21 as detailed in the Table 2.20.

Table 2.20: Double disbursement of COVID-19 financial assistance

(R in lakh)
Name of unit (LO/LI) No. of beneficiaries sanctioned / Excess amount paid @ ¥ 2,000/-
disbursed double assistance per beneficiary

Bilaspur 2 0.04
Hamirpur 66 1.32
Kangra at Dharmshala 9 0.18
Mandi 20 0.40
Rampur 1 0.02
Solan 54 1.08
Shimla 6 0.12
Total 158 3.16

The Board stated (April 2023) that it had directed all LWOs to recover the amount from
the beneficiaries in case of release of double payment to them. LO Bilaspur stated
(April 2023) that no mechanism is available through which duplicate registration of
workers can be prevented. LI Hamirpur stated (February 2023) that no such
mechanism/software is available with the office through which multiple applications for
registration from a single beneficiary can be detected. Also, applications from the Unions
are received in bulk, which make it difficult to detect duplicate registration forms.

2.7.10.2 (D) Disbursement of assistance to deceased beneficiaries

During the scrutiny of records in test checked LOs, it was noticed that the Board had
sanctioned and disbursed COVID-19 Financial Assistance through NEFT/RTGS to
25 deceased beneficiaries during the year 2020-21, which is indicative of the fact that no
checks were being enforced by the Board or their Authorised Officer prior to sanctioning
of financial assistance and the data of live registered workers maintained by the LOs/LI
could not be considered reliable because payments were made to the deceased workers.
These 25 beneficiaries®® died between October 2017 to February 2020. Still, an amount of
X 1.00 lakh was disbursed to these beneficiaries under COVID-19 Financial Assistance
scheme.

6 LO Bilaspur: six, LI Hamirpur: 14, LO Kullu: one, LO Nahan: two, LO Shimla: two.
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LWO Bilaspur accepted the facts without providing any reason (May 2023). LWO Kullu
stated (April 2023) that assistance was released to the beneficiary on the direction of
Government whereas information of death of beneficiary was received later in July 2020.
LWO Hamirpur stated (May 2023) that there was no direction to verify at that point of
time, the status of registered workers and there was no mechanism to find out live status of
workers.

The Board should ensure implementation/operationalisation of Management Information
System (MIS) so that as and when date of death is entered, no more benefits may be
provided to the worker other than death benefits.

2.7.10.3 Financial Assistance for Education

As per rule 281 of HPBOCW Rules, 2008 — Financial Assistance for Education- up to two
children of the members shall be eligible for such financial assistance as may be determined
by the Board for such courses of study as may be specified by the Board from time to time.
Details of financial assistance for education have been given in Appendix 2.4. An
application in Form- XLIII shall be submitted with such documents and within such time
as may be specified by the Board. Financial assistance shall be granted subject to the
following conditions namely:

1. The son(s)/daughter(s) of the registered beneficiaries shall be entitled for the benefit
under this scheme.

2. They shall be regular student(s) in the recognised Institutions.

This benefit shall not be allowed for more than two children of the beneficiary; and

4. The beneficiary shall produce a certificate from the head of the respective
institution where his/her son(s) or daughter(s) is studying.

(O8]

During 2017-22, financial assistance for education amounting to X 72.15 crore was
sanctioned to 74,849 beneficiaries. However, as per balance sheets the expenditure
incurred during 2017-22 was X 86.48 crore and mismatch in figures is already pointed out
in Paragraph 2.7.8.1 (C). Audit noticed the following irregularities in sanction of
assistance:

(1) Financial assistance amounting to X 0.21 lakh was disbursed twice to two
beneficiaries for their wards for same class/course year.

(11) Financial assistance of X 0.56 lakh was sanctioned to two beneficiaries for more
than two children which was irregular.

(i11) Beneficiary with duplicate registration was disbursed X 0.19 lakh financial
assistance for education for his same ward against both registration numbers.

The Board stated (April, May 2023) that field functionaries had been requested to initiate
steps to recover the excess amount paid to beneficiaries.

The Board should be more vigilant while processing claims and records should be
maintained in such a manner so as to trace the record of previous welfare scheme payments.
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2.7.10.4 Financial Assistance for Marriage

As per Rule 282 of HPBOCW Rules, 2008, Financial Assistance for Marriage®- the
beneficiary after completion of two months of the membership shall be eligible to get
financial assistance for his marriage and for the marriage of two children only. The
beneficiary shall submit the application for such assistance to the Secretary or the
Authorised Officer in Form No.-XLIV along with requisite documents like certificate of
marriage, copy of Parivar Register etc. During 2017-22, financial assistance for marriage
amounting to I 64.48 crore was sanctioned to 17,504 beneficiaries. However, as per
balance sheets the expenditure incurred during 2017-22 was X 71.23 crore and mismatch
in figures is already pointed out in Paragraph 2.7.8.1 (C).

2.7.10.4 (A) Irregular sanction of marriage assistance

Audit noticed that 38 number of beneficiaries, who received financial assistance of
% 17.44 lakh for marriage during the period 2017-22, did not fulfill the essential criteria of
the rule ibid as detailed below:

(1) In five marriage assistance cases, assistance of X 1.75 lakh was sanctioned twice to
a beneficiary for the marriage of same child.

(i1) Four number of beneficiaries got registered with the Board after the date of their
marriage or their children’s marriage resulting in irregular payment of X 1.20 lakh.

(ii1)In case of 17 number of applicants/beneficiaries the date of marriage was within
the period of two months from the registration date with the Board which is contrary
to rule ibid and irregular payment of X 5.77 lakh was made to them.

(iv)In 12 marriage assistance cases, total marriage assistance of X 8.72 lakh was
sanctioned to two members of the same family {Parent member and son/daughter
(self) also registered as member} for a marriage.

The Board stated (April 2023) that for double payments and registration of beneficiaries
after date of marriage, recovery process has been initiated. And the non-completion of two
months’ membership condition, the Board has stated that the payments are made as per
Rule 285(B). For payment made to two members of the same family for a marriage, the
Board stated (April 2023) that the rule says that benefit under this rule is to be granted to
the registered beneficiary and matter shall be brought to the notice of BOD in next meeting.

The reply is not satisfactory as the Board has considered two months’ membership period
from date of registration to date of sanction of the claim. The Board should have a
calculated period of two months’ membership from date of registration to date of event i.e.,
date of marriage, for checking eligibility as envisaged in rule ibid.

% Rates of marriage assistance: ¥ 5,100/- (December 2008), ¥ 11,000/- (November 2011), T 21,000/-
(May 2013), % 25,000/- (August 2014), % 35,000/- (January 2018), X 51,000/- (September 2020).
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2.7.10.4 (B) Less and excess payment of marriage assistance

Audit noticed that the Board had made excess or less payment on account of financial
assistance for marriage as detailed in Table 2.21.

Table 2.21: Details of less/excess payment of Marriage Assistance
(Amount in )

Benefit Amount
Sr. disbursement year No. of L. . Less (-)/
: L. admissible as | Amount paid
No. (Year of marriage/ beneficiaries excess(+)
. per rates
claim)
2018-19 (2013-14) 1 21,000 11,000 -10,000
2 2018-22 (2017-18) 2 25,000 35,000 +20,000
3 2020-21 (2020-21) 1 51,000 35,000 -16,000

It can be seen from the Table 2.21 that two beneficiaries were paid less amount of
% 0.26 lakh while two beneficiaries were paid excess amount of X 0.20 lakh than the
admissible rate of financial assistance.

The Board confirmed the facts and stated (April 2023) that the remaining amount will be
given to the beneficiaries in further proceedings and LO concerned has been requested to
recover the excess amount.

The above findings are indicative of the fact that the ineffective system of vetting and
verification of applications at field offices as well as the Board resulted in irregular
payment to beneficiaries.

2.7.10.5 Maternity Financial Assistance

Rule 271 of the Act provides that the women employees who are beneficiary of the Fund
shall be given T 25,000/- (amended® time to time by Govt. of HP) each as maternity benefit
during the period of maternity. An application made by a woman employee in Form-
XXXIV with such other documents as may be specified shall be submitted for this benefit
provided that this benefit shall not be allowed for more than twice.

Rule 285 of HPBOCW Rules, 2008 (amended May 2013) provides that all financial
benefits under these rules, other than death benefits and medical assistance and where
service condition is not specified in these rules, shall become payable only after the
completion of two months of membership of the Fund. During 2017-22, Maternity
Financial Assistance claims amounting to X 11.87 crore were sanctioned to 2,754 cases.
However, as per balance sheets the expenditure incurred during 2017-22 was X 8.13 crore
and mismatch in figures is already pointed out in Paragraph 2.7.8.1 (C).

% Maternity Financial Assistance: ¥ 1,000/- w.e.f. March 2009, ¥ 10,000/- w.e.f. November 2011,
%25,000/- w.e.f. January 2018.
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Audit noticed that the Board had sanctioned irregular Maternity Financial Assistance
amounting to X 1.30 lakh to seven beneficiaries during 2017-22 as detailed in the
Table 2.22:
Table 2.22: Details of irregular Maternity Financial Assistance during 2017-22
(Amount in )

Amount of
Sr. No. of . Irregular o ]
N financial ] Irregularities noticed
No. | beneficiaries - ] amount paid
assistance paid
Assistance paid even though two months’
66
! > 80,000 80,000 membership condition was not fulfilled.
Payment made twice to the beneficiaries
for the birth of twins which was
7 unjustified as the rule does not provide for
2 2 100,000 50,000 sanction of benefit on the basis of number
of children born. So, amount of
%.50,000/- was paid in excess.
Total 7 1,80,000 1,30,000

The Table 2.22 shows that provisions of HPBOCW Rules, 2008 were not followed by the
Board which resulted in irregular/overpayment of financial assistance to the beneficiaries.

The Board (April 2023) confirmed the facts and assured that the excess amount paid will
be recovered and further added that in the abovementioned five cases of non-completion
of membership, amount was paid according to the rule.

The reply is not acceptable as the Board had misinterpreted the rule and eligibility period
of two months was considered from date of registration to date of sanction instead of from
date of registration to date of event.

2.7.10.6 In-kind welfare assistance

As per Rule 283% of HPBOCW Rule, 2008 —the Board may provide Washing Machine
and Bicycle to female beneficiary and Induction Heater, Solar Lantern to all registered
beneficiaries. The application for this assistance shall be submitted by the beneficiary to
Authorised Officer of the Board in form no. XLVIII along with requisite documents. On
receipt of application for the assistance from the beneficiaries (through LOs), the Secretary
of the Board shall issue supply order to the rate contracted firms for supply of the material
on Freight-on-Road basis at the Labour Office.

During 2017-22, the Board sanctioned in-kind benefits to 1,32,114 beneficiaries amounting
to ¥ 34.80 crore. However, as per balance sheets the expenditure incurred during 2017-22
was X 38.53 crore and mismatch in figures is already pointed out in Paragraph 2.7.8.1 (C).

% 3 cases at the rate of T 10,000/- and 2 cases @ ¥ 25,000/-.
67 At the rate of T 50,000/- per beneficiary for birth of twins.
%  Date of notification: 14 August 2014.
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The Government of India in March 2021 restricted the disbursement of in-kind material
except in extraordinary circumstances.

Audit noticed the following deficiencies:
2.7.10.6 (A) Absence of mechanism to ensure uniform coverage

The Board had not devised a comprehensive mechanism for distribution of in-kind material
so as to ensure distribution of benefits within a definite timeframe and as a result eligible
beneficiaries were deprived of benefits of the schemes and material remained undistributed
with the LOs as discussed in the succeeding Paragraphs.

The benefits were not distributed universally to all the registered workers but were
sanctioned based on the applications received from the beneficiaries and due to lack of
awareness workers might have been deprived of the benefits of the scheme. Also, the
shortfall in the organisation of camps reflects poor publicity on behalf of the Board as
already discussed in Paragraph 2.3.4.4.

2.7.10.6 (B) Low coverage of registered beneficiaries under in-kind Welfare
Schemes

Audit observed that the Board had introduced in-kind welfare scheme in the month of
August 2014. The details of beneficiaries covered, sanctioned, supply received, and
material distributed are given in Table 2.23:

Table 2.23: Details of in-kind benefits sanctioned, supply received,
distributed upto March 2022*

No. of items No. of
Type of Workers sanctioned No. of items beneficiaries
 YPe registered | No. of items | Supply but supply | distributed to who didn’t
in-kind q q : et N
material during sanctioned | received order not beneficiaries receive in-
2015-21 placed (per cent?) kind material
(per cent®) (per cent®)
Bicycle 2,47,858 45,233 24,314 20,919 (46) 23,878 (10) 2,23,980 (90)
Induction
Heater 2,47,858 68,148 64,249 3,899(6) 55,017 (22) 1,92,841 (78)
Solar 2,47,858 60,512 38,070 | 22,442 (37) | 35,647 (14) | 2,12,211 (86)
Lantern
Washing
Machine 2,47,858 20,292 19,846 446 (2) 19,786 (8) 2,28,072 (92)
Total 1,94,185 1,46,479 | 47,706 (25) | 1,34,328(54)

Source: Information provided by the Board for the period 2015-21.

*In-kind schemes closed as on 31 March 2021. @ Percentage of supply order not placed to no. of items
sanctioned. # Percentage of beneficiaries to total registered beneficiaries.

(1) It can be seen from the Table 2.23 that against overall 2,47,858 registered
beneficiaries with the Board during 2015-21, only 23,878 (10 per cent) workers
received Bicycle, 55,017 (22 per cent) workers received Induction Heater, 35,647
(14 per cent) received Solar Lantern and 19,786 (eight per cent) workers received
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Washing Machine. Beneficiaries ranging from 78 to 92 per cent were not covered
under the in-kind benefit scheme.

(i1) In 25 per cent of the items sanctioned (1,94,185), supply orders were not placed
even after having sufficient funds and as a result not distributed to the beneficiaries,
depriving them of intended benefits.

The Board stated (December 2022) that beneficiaries had to apply for in-kind benefits on
prescribed forms. Without applying for the same, the in-kind benefit cannot be distributed
to all the registered workers. Also, supply order was not issued as the rate contract with
Controller of Store had expired with the firm.

The reply is not acceptable as the Board had sufficient funds to disburse the in-kind benefits
to the higher number of registered beneficiaries by wide publicity of the schemes,
particularly in those places where BOC workers gather. Further, channels like Local
Bodies, Unions etc. could have been involved to make BOC workers aware of these
schemes. This would have helped in achieving its objective of betterment of living
standards of maximum number of BOC workers.

Also, during survey conducted by the Audit, it was noticed that out of 82 workers surveyed,
57 workers (70 per cent) were not aware about the Board and Welfare Schemes being
implemented by the Board as discussed in Paragraph 2.8.2.1 (B).

2.7.10.6 (C) Non-distribution of in-kind material

The Board has from time to time issued supply orders after receipt of application from the
beneficiaries. In spite of this, large quantity of material worth I 2.53 crore was not
distributed as of March 2022 as per details given in the Table 2.24.

Table 2.24: Details of undistributed in-kind material as of March 2022
(R in crore)

Period Mate.erial l.Vlalierial Balance (undistributed)
Type of material of received Distributed

scheme Quantity Quantity Quantity | Averaged value®
Induction heater | 2015-21 64,249 55,017 9,232 1.71
Solar lantern 2015-20 38,070 35,647 2,423 0.63
Bicycle 2015-21 24314 23,878 436 0.14
Washing 2016-19 19,846 19,786 60 0.05
machine

Total 1,46,479 1,34,328 12,151 253

Source: Information supplied by the Board.

It can be seen from the Table 2.24 that 9,232 Induction Heaters, 2423 Solar Lantern,
436 Bicycles and 60 Washing Machines remained undistributed as of March 2022 and

% Total cost of items procured divided by total items procured from date of implementation of scheme to

March 2022.
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warranty of these products would have expired and further deterioration of material could
not be ruled out.

In selected LOs/LI, it was noticed that in-kind items were lying in the stores as detailed in
the Table 2.25:

Table 2.25: Details of undistributed in-kind material in selected LOs/LI as of March 2022

Type of material LO Bilaspur LO Kullu LI Hamirpur Total
Induction heater 1,570 8 4,611 6,189
Solar lantern 904 0 467 1,371
Bicycle 9 0 110 119
Washing machine 2 0 1 3

Source: Information supplied by the selected LOs/LI.

It can be seen from the Table 2.25 that 6,189 Induction Heaters, 1371 Solar Lanterns, 119
Bicycles and three Washing Machines remained undistributed in the selected LOs/LI as of
March 2022.

The Board stated (December 2022) that there are some migrant registered workers who
shifted to another State and material issued to them are also lying pending in the store and
concerned District LOs/LIs are trying to contact these migrant labourers to receive their
material from time to time. LO Bilaspur stated (January 2023) that distribution of
remaining in-kind items was under process. LI Hamirpur stated (February 2023) that due
to COVID-19 and shortage of staff, material could not be distributed.

The reply must be seen in the light of the fact that the material remained undistributed even
after lapse of two years from the date of closure of the schemes. Audit conducted Joint
Physical Inspection of the stores maintained by the test-checked LOs/LI, wherein it noticed
that undistributed in-kind items were kept in store.

Picture 2.15: Washing Machines and Bicycles lying in the store of LO Bilaspur
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2.7.10.6 (D) Expenditure on rent paid for storage of material

The Board had incurred expenditure of X 0.40 crore on account of rent for storage of the
material in different labour offices as of March 2022. The Government of India
(22 March 2021) restricted the disbursement of in-kind material except in extraordinary
circumstances. As material amounting to X 2.53 crore was still undistributed as of March
2022, future expenditure in lieu of rent cannot be ruled out.

Had the Board taken timely action for disbursal of in-kind items lying in the store, future
expenditure on part of rent for storage could have been avoided.

2.7.10.7 Medical Financial Assistance

Rule 280 of the HPBOCW Rules, 2008 provides that the Board may sanction financial
assistance’® to the beneficiaries who are hospitalised for five or more days due to accident
or any disease. Financial assistance shall be given at the rates fixed from time to time by
the Government of Himachal Pradesh through notification. During 2017-22, the Board
sanctioned Medical Assistance amounting to X 3.12 crore to 2,724 beneficiaries. However,
as per balance sheets the expenditure incurred during 2017-22 was X 3.69 crore and
mismatch in figures has already been pointed out in Paragraph 2.7.8.1 (C).

Audit noticed that comprehensive guidelines for medical assistance were not formulated
and there were the following ambiguities in sanction of financial assistance:

(1) Medical assistance amounting to X 0.19 lakh was sanctioned to three beneficiaries
for medical claims pertaining to period prior to registration as a beneficiary with
the Board.

(1))  No timeline had been fixed for the submission of medical claims in the rules. Audit
observed that medical assistance was sanctioned for 61 medical claims amounting
to X 5.46 lakh that were claimed as late as 37 months from completion of treatment
during 2017-22.

(ii1)) The Board is granting medical assistance to the dependents (parents, spouse,
children etc.) of beneficiaries but definition of dependents was not defined in the
rule.

The Board confirmed the facts and stated (April 2023) that matters of claims sanctioned
for prior period were being taken up with the LOs and comprehensive guidelines shall be
formulated in accordance with the recommendation of the Expert Committee.

70 Maximum rate of Medical Assistance: T 1,000/- (normal) and % 5,000/- (accidental) as of December
2008, % 5,000/- as of May 2013, ¥ 10,000/- (outdoor) and X 30,000/- (indoor) as of August 2014,
%50,000/- (outdoor) and 1,00,000/- (indoor) as of January 2020.
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2.7.10.8 Health check-up — abysmal coverage of beneficiaries under annual health
check up

CAC in its 16™ meeting (September 2014) recommended that Annual Health Check-up of
every registered construction worker must be done by the concerned State Building and
Other Construction Workers Welfare Boards.

Rule 280(3) of HPBOCW Rules, 2008 (added in January 2020) stipulates that the Board
may conduct health check-up of the registered workers/beneficiaries, and their dependents
and expenditure shall be borne by the Board.

During 2017-22, the Board had directed (August 2019) the LOs/LI to conduct health check-
ups in September and October 2019 and 2,195 workers were targeted to be covered out of
2,90,929 registered live workers under different LOs as of March 2022. The details of
workers targeted for health check-ups are as shown in the Table 2.26.

Table 2.26: Workers covered under health check-up camp during 2017-22

. Workers to be covered Workers covered
Name of Labour | Total live workers as on . q
Officer 03/2022 during camp in year under health
2019-20 check-up
Bilaspur 35,675 550 0
Baddi 3,769 60 45
Hamirpur 64,969 270 212
Chamba 21,140 00* 0
Kangra 34,919 00* 46
Mandi 58,665 00* 179
Kullu 17,832 290 290
Kinnaur 7,605 600 00
Shimla 6,467 00* 00
Rampur 10,948 180 45
Nahan 6,886 55 106
Solan 7,198 00* 150
Una 14,856 190 56
Total 2,90,929 2,195 1,129

Source: Record of the Board and information provided by the LI Hamirpur.
*No target was set by the Board for health check-ups.

It can be seen from the Table 2.26 that while targets for coverage of workers were not set
in five LOs and less than one per cent of live registered workers were covered in the health
check-up camps organised by the Board.

In the test-checked LOs/LI, LI Hamirpur covered 212 beneficiaries and LO Kullu covered
290 beneficiaries under health check-up camps.

LO Bilaspur stated (May 2023) that no health check-up camp was organised by them,
however, LO Bilaspur office cooperates with the Health Department whenever required.
LI Hamirpur stated (February 2023) that the office will conduct health check-up camps as
per the direction of the Board. LO Kullu stated (February 2023) that due to extreme
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workload, shortage of staff and COVID-19 pandemic, it was difficult to cover live workers
under the health check-ups.

It is evident from the above that the coverage of beneficiaries was abysmally low and the
Board has failed in ensuring that the health check-ups of all the workers were conducted.
Besides, during Beneficiary Survey and Joint Physical Inspection, 48 workers stated that
no health check-up was conducted as discussed in Paragraph 2.8.2.1 (B).

2.7.10.9 Training for Skill Development

As per the Model Welfare Scheme (July 2018), it was mandated to provide financial
assistance in the form of Stipend and Training expenses to BOC workers and such training
may be limited to once in three years. Skill Development may also be provided to the
dependents of BOC workers but that may be without any stipend. The expenses to be
incurred under this head in a Financial Year should not exceed 10 per cent of the cess
collected in the previous year.

2.7.10.9 (A) Non-utilisation of available funds for the scheme

Audit noticed that the Board had incurred minimal expenditure on account of Stipend and
Training of the registered workers and their dependents under Skill Development during
2018-22. The details of cess collected and amount available for expenditure on skill
development during 2018-22 in the State is given in Table 2.27.

Table 2.27: Cess collected and available funds for the scheme during the period 2017-21
(R in crore)

Cess Amount of Cess Training Amount per:m1ss1ble Funds utilised
collection Collected Year for expenditure on )
Year training*
2017-18 68.85 2018-19 6.88 -
2018-19 67.67 2019-20 6.77 -
2019-20 82.11 2020-21% 8.21 -
2020-21 85.2 2021-22 8.52 0.4 (5
Total 303.83 30.38 04 (1)

*@l10 per cent of Cess collected in previous year.

# During 2020-21, due to the COVID-19 pandemic the training could not be conducted.

It can be seen from the Table 2.27 that an amount of X 30.38 crore was permissible to the
Board for expenditure on skill development training scheme during 2018-22 but only
X 0.4 crore (one per cent) was utilised for the same in one year only viz., 2021-22.

The Board stated (February, May 2023) that it had implemented the Recognition of Prior
Learning’! scheme since 2015.

I RPL is also training scheme for BOC workers implemented by the Board prior to notification of Model

Welfare Scheme in 2018.
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The reply is not acceptable as training was only held in the years 2015-16 and 2021-22
after a gap of five years and permissible amount as per Model Welfare Scheme guidelines
was not utilised by the Board.

2.7.10.9 (B) Non-achievement of targets

Audit noticed that Memorandums of Understanding (MoUs) were signed in May 2020 and
May 2021 with three training providers to impart training to construction workers
registered with the Board under Recognition of Prior Learning (RPL) scheme. During
2021-22, the three training providers organised training camps in their respective allotted
regions to provide masonry training to the construction workers. The details of target,
achievement and shortfall are given in Table 2.28.

Table 2.28: Details of training provided under Skill Development Training Scheme during

2021-22
Noo | providers | alotted | Torset | Achievement | PV
U | dabve i | Hamppat and Kinnaur | 10000 | 6459 | 354169
2 g[é \S/elopeff(zg " Skills Z[lzngir,l aKangra, Kullu 10,000 7973 2,027 (20)
3 gglslcatié\r/{ZTTrusiaraswan gkllli?;rigtnd Sollzr?mpur’ 10,000 4,863 5,137 (51)
Total 30,000 19,295 10,705 (36)

It can be seen from the Table 2.28 that there was a shortfall of 20 to 51 per cent in
achievement of targets of workers to be covered under the training scheme.

Also, against total 2,22,158 live registered workers as of March 2021, only 30,000
(14 per cent) were targeted by the Board and 19,295 (nine per cent) were provided with
skill training.

Thus, non-implementation of the scheme during 2018-20 and non-achievement of targets,
stymied the intended benefit of the scheme.

2.7.11 Non-conducting of periodic Social Audit

As per the direction of the Hon’ble Supreme Court (March 2018), the Auditing standards
of Social Audit as developed by the CAG for MGNREGA scheme have been adopted
mutatis mutandis for carrying out social audits in respect of the implementation of the Act.
As per the scope of audit, Social Audit was to be conducted in every Block (rural areas)
and ward (urban areas) such that all Wards and/or Blocks of a State are covered within a
given period of two years.

Audit noticed that Social Audit was conducted on a pilot basis only in three Blocks’
(three per cent) out of total 88 Blocks in the State, by the Social Audit Unit of Himachal
Pradesh during 2018-19 for the period 2017-18. The Social Audit Unit submitted their

2 Bijhri (Hamirpur), Amb (Una) and Kangra.
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report to the Board with observations noticed in the disbursement of in-kind material to the
beneficiaries and gave their suggestion for bringing more transparency in the process of
registration and disbursement of in-kind material.

Despite the shortcomings’® pointed out in the Social Audit Report, the Board had not made
any sincere efforts to conduct social audit for the period 2017-22 in all
Districts/Blocks/Wards in the State.

The Board stated (December 2022) that Social Audit is conducted by Social Audit
Department and the Board has written to the Social Audit Unit for conducting Social Audit.

The reply should be seen in the light of the fact that the Social Audit could have pointed
out the deficiencies in the process of distribution of welfare benefits and recommendations
would have helped in setting up a more robust system of distribution of welfare benefits.

2.7.12 Issues relating to processing of claims

2.7.12.1 No timeline to accept and reject applications for Welfare Schemes

As per Section 22(1) of the Act, the Board has implemented various Welfare Schemes
detailed in Rule 271 to 283 in the HPBOCW Rules, 2008.

Audit observed that the Board had not fixed any timeline for acceptance, rejection, sanction
and delivery of welfare benefits to beneficiary to avoid delays with reference to timeline
prescribed in the Model Welfare Scheme” as discussed in the succeeding Paragraphs.
However, the Board had only fixed eligibility condition of two months’ membership since
registration for availing benefits under Welfare Schemes, except death and medical
assistance. No timeline has been prescribed for disbursing other benefits. Also, there is no
mechanism to inform the applicant about the status of application viz. sanction, rejection,
pendency etc.

The Board stated (December 2022) that membership or two-month membership is the
timeline for accepting of application regarding claim forms of various schemes.

The reply is not acceptable as membership, or two-month membership, are eligibility
conditions for availing benefits and not the timeline for processing of the claims. The Board
should formulate detailed timelines for all Welfare Schemes. Also, no action taken on
rejected claims sent back to LO for rectification and delay in approval of claims as per
timeline fixed by Model Welfare Scheme were noticed by Audit as discussed in the
succeeding Paragraph.

73 Seven workers who were disbursed in-kind benefits as per LO record, denied having received in-kind

benefits and one worker reported about inferior quality of the in-kind material.

74 Pursuant to the directions of the Hon’ble Supreme Court dated 4 July 2018, the MoL&E formulated the
Model Welfare Scheme for Building and Other Construction Workers and the Action Plan for
strengthening the implementation machinery.
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2.7.12.2  No action taken under process claims by LOs/LIs

Audit noticed that, in test-checked LO/LI”>, 70 claims’® for medical assistance, 52 claims
for financial assistance for education and two claims for financial assistance for marriage
were reverted by the Board to the respective LOs for various reasons such as treatment
taken from private hospital, dependent certificate of member not attached, medical bills
not verified by medical officer etc. and these claims were sent back to the concerned LO/LI.
However, no action was taken by LO/LI to address the objections raised by the Board by
informing the beneficiaries and the same were lying with their office as of February 2023.
Resultantly, beneficiaries were deprived of the intended benefits of the schemes.

Also, it was noticed that the LO/LI concerned had not maintained any register of claims.

The concerned LWO/LI stated (February and May 2023) that action could not be taken due
to rush of work, however rectification process is under process.

2.7.12.3 Delays in sanction of claims

In order to ensure effective implementation of the provisions of the Act, the Hon’ble
Supreme Court directed (January 2010) that benefits under the Act should be extended to
the registered workers within a stipulated time frame, preferably within six months.

As per Model Welfare Scheme, Ministry of Labour and Employment (July 2018),
compensation should be disbursed in a definite time frame not exceeding 60 days from the
date of death of the beneficiary.

Audit noticed that financial assistance under various Welfare Schemes were sanctioned
during 2017-22 with delays as detailed below:

(1) It was noticed that 124 applications for financial/in-kind assistance for education,
maternity/paternity benefit, marriage and bicycle were sanctioned with a delay
ranging from two to 49 months, after the expiry of the stipulated six-month time
frame, from date of application to sanction of claims.

(11))  LO Bilaspur sent 9,235 applications of beneficiaries received through the Unions
for financial assistance for education to the Board, out of which 9,141 of
applications were sanctioned with a delay ranging from one to 24 months, after the
expiry of the stipulated six-month time period, from date of application to sanction.
There was also a delay from three to 28 months in forwarding the applications to
the Board by the Labour Office.

(ii1))  In LI Hamirpur, it was noticed that 317 nominees of beneficiaries were provided
death benefit from August 2018 to March 2022. Out of which 63 claims of
applicants were disbursed after delays of more than 60 days (delay ranging from 19

75 LO Bilaspur and LI Hamirpur.

76 LO Bilaspur: 60, LI Hamirpur: 10.
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to 39 days after lapse of 60 days) even from the date of dispatch’’ from the LI which
is in violation of provisions of Model Welfare Scheme

The Board stated (April 2023) that the Board has many Welfare Schemes for workers and
claim forms are submitted to LOs/LI and after scrutiny the claim forms are sent to the
Board. Claims are scrutinised in Board headquarters, which is a time-consuming process
and if any error is found, this causes unnecessary delay in clearing the benefit as the claim
is sent back to LOs/LI for rectification.

The delay in processing and disbursal of claims adds to the anguish of the family members
who are in the lowest strata of financial structure of society and either have no or have
limited alternate source of income.

2.7.13 Sustainable Development Goals (SDG)

The State Government has prepared Drishti Himachal Pradesh-2030 to achieve all the
SDGs by 2030. The contribution of the Board to achieving the SDGs through Welfare
Schemes is as detailed below:

I.  Good Health and Well-being (SDG-3): 400D HEALTH
AND WELL-BEING

The Board had implemented five Welfare Schemes’® for upliftment of
health standards of the workers and sanctioned X 14.99 crore in respect
of 5,478 workers during 2017-22. Shortcomings noticed in
implementation of these schemes are discussed in Paragraph 2.7.10.
II. Quality Education (SDG-4): "
The Board had implemented scheme of financial assistance for EDUCATION
education to provide educational and learning opportunities to the
wards of the workers in the State and sanctioned X 72.15 crore to
74,849 workers during 2017-22. Shortcomings noticed in
implementation of the scheme are discussed in Paragraph 2.7.10.3.
III.  Protect Labour Rights and Promote Safe Working |TARGET 8-8
Environments (SDG 8.8):
The State Government has formulated two targets viz. strive to
achieve wellbeing of workers engaged in the unorganised sector,

particularly women migrants and create a data base on building and
maintenance workers engaged in unorganised sector, especially of
i PROTECT LABOUR
those engaged in unsafe employment. ‘ ‘  |RiGHTS AND PROVOTE
The Board has not formulated any Action Plan to achieve this [ATEWORKING

ENVIRONMENTS
SDG 8.8 and has not maintained data base of workers engaged in

77 As the date of receipt of applications was not available with the LI Hamirpur office the delay has been

calculated from the date of dispatch of applications to the Board.
78 Medical Assistance, Maternity Benefit, Female Birth Gift Scheme, Mentally Retarded Children Benefit
Scheme, Health Check-up of Beneficiaries.
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the unorganised sector. However, inspections are being conducted to check the

working conditions under various Acts and 2,969 number of inspections were
conducted by Inspectors during 2017-22. Shortcomings noticed in conducting

inspections are discussed in Paragraph 2.6.2.

2.8 Internal Control Mechanism and Beneficiary Survey

2.8.1 Internal Control and Monitoring

Internal Audit and Internal Control System are the important mechanisms to ensure the
smooth functioning of an organisation. Effective internal control helps in exercising checks
on various activities of the organisation whereas internal audit system acts as an effective

tool in exercising various checks on expenditure.

2.8.1.1 Lack of Internal Control and Monitoring Mechanism

Audit noticed the following deficiencies:

(D

(1D

(111

(IV)

(V)

(VI)

(VID)

(VIID)
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No database of workers engaged in construction activities throughout the State
had been prepared.

There was a delay in deposit of registration fee collected and non-maintenance
of Register of Receipts.

The Register of Identity Cards did not provide space/column for signature of
beneficiary, to whom the Identity Card was issued. In the absence of column for
signature of beneficiary the receipt of the Identity Card by the beneficiary cannot
be confirmed.

Mismatch in records maintained by the Labour Offices and the Board was

noticed with regard to number of workers registered and camps organised during
2017-22.

Cess was being deposited in the bank accounts of the Board, but reconciliation
of cess was not being done and as a result an amount of X 112.39 crore was lying
in suspense head of account since 2019.

One of the methods adopted by the Board for monitoring progress was
submission of Monthly Progress Reports (MPR) by LOs to the Board on the 15™
of every month. The MPR by the Labour Officers was submitted with delays to
the Board and does not cover the progress with regard to benefits received (other
than in kind) by the beneficiaries.

There was lack of comprehensive guidelines for the Welfare Schemes
implemented by the Board.

Lack of proper scrutiny of applications while sanctioning welfare scheme
benefits to the beneficiaries, led to double payment of assistance, less payment



Chapter 11: PA on Welfare of Building and Other Construction Workers

of assistance, payment of assistance for period prior to registration with the
Board, without proper documents along with application and also delays in
processing of claims etc. as already discussed in Paragraph 2.7.

(IX) There was absence of internal audit wing in the Board.

Due to lack of internal control/ monitoring mechanism, risks related to improper
maintenance of records, erroneous payment of welfare benefits and irregularities in
processing of claims could not be ruled out.

The Board confirmed the facts and stated (April 2023) that full time HPFAS” Officers are
not being posted by Himachal Pradesh Government in the Board and accordingly internal
control is not being implemented in its full spirit. Matter has been taken up with the
Himachal Pradesh Government from time to time. The Board also stated (December 2022)
that as pointed out by Audit the modified MPRs have been demanded from the LOs/LI and
shall be compiled on regular basis.

2.8.1.2 Physical verification of store items

Rule 140 of Himachal Pradesh Financial Rules (HPFR), 2009 provides that (1) The officer-
in-charge of the stores shall cause to maintain the inventory for fixed assets, consumable
goods and dead stock or unserviceable items.

(2) Head of the Department shall conduct the physical verification of fixed assets,
consumable goods and dead stock or unserviceable items or cause it to be conducted
through his subordinate officer(s) or through a committee constituted either by him or by
the State Government, at least once in a year.

Audit noticed that in selected LOs/LI, physical verification of store items/in-kind material®

had not been conducted since 2015-16.

As per the Joint Physical Inspection of the store (November 2021) of LI Hamirpur, shortage
of 290 bicycles was noticed in previous Audit. LI Hamirpur acted at the behest of Audit
and made recovery of amount of 190 bicycles (not delivered) from the vendor and 100
undisbursed bicycles were recovered from the sites/villages where the distribution of
bicycles was carried out. No shortcoming was found during Joint Physical Inspection of
the same store by Audit in February 2023. But still no physical verification of stock was
being done by the LI Hamirpur.

LO Bilaspur stated (February 2023) that no direction/instruction was given by the Board
for conducting physical verification. LI Hamirpur stated (February 2023) that due to heavy
workload stock registers could not be verified.

7 Himachal Pradesh Finance and Accounts Services (HPFAS).
8 Bicycle, Washing Machine, Induction Heater and Solar Lantern.
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The reply is not acceptable as State Financial Rules regarding Annual Physical Verification
of store items were to be followed by the LOs which could also help in detecting the
mistakes during procurement of goods.

2.8.1.3 Maintenance of Register of Receipts

Rule 3(7) of the HPFR, 2009 provides that (a) Detailed procedure regarding assessment,
collection, allocation, remission and abandonment of revenue and other receipts shall be
laid down in the guidelines of the Department responsible for the same, in consultation
with the Finance Department.

(b) In the Departments in which officers are required to receive money on behalf of the
Government and issue receipts thereof, the Departmental regulations shall provide for the
maintenance of a proper account thereof.

Audit noticed that the selected LOs/LI had not maintained Register of Receipts for the
amount received by them on account of registration/renewal contribution from registered
workers and its remittance to the Board during 2017-22. In the absence of the Register, the
authenticity of actual receipt in lieu of registration/renewal contribution collected during
above period from registered workers and remitted to the Board could not be verified in
audit.

LI Hamirpur stated (February 2023) that the Board had not issued any direction for
maintenance of Receipt Register. LO Bilaspur stated (February 2023) that due to rush of
work and shortage of staff register could not be maintained. LO Kullu stated
(December 2022) that register has been maintained but due to rush of work and shortage
of staff registers were not complete.

The reply is not acceptable as financial rules were to be followed by the LOs/LI.
2.8.1.4 Absence of comprehensive format of Identity Card register

Rule 266(8) of HPBOCW Rules states that the Secretary of the Board or other officer
authorised by him in this behalf shall issue to every beneficiary, an identity card with a
photo of the beneficiary affixed in form- XXXII and maintain a register of identity cards
so issued in form- XXXIII. The identity card contains Part I to IV as shown in Table 2.29.

Table 2.29.: Details contained in the Identity Card

Part 1 Complete detail of registered beneficiary

Part I1 Subscription and renewal of the registration

Part III | Detail of building or other construction work done by the beneficiary
Part IV | Detail of welfare assistance/schemes disbursed to registered beneficiaries
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Table 2.30: Format of Register of Identity Card

Name of District--------

Sr. Number of | Date of | Name and | Signature of | Remarks
No. Identity Card Issue address of the | Executive Officer
worker

From the Table 2.30, it can be seen that prescribed format of Register does not include
application date, benefit granted/rejected with reason, complete detail of
family/nomination, work continuity certificate etc. which are prescribed in the Identity
Card. Consequently, such details of beneficiaries were not entered in the Register of
Identity Cards with the LOs/LI and shortcomings such as double registration of
beneficiaries, double payment of benefit, non-renewal of registration etc. could have been
avoided if the registers were maintained in similar format as of Identity Card.

The Board confirmed the facts and stated (April 2023) that discrepancy pointed out by
Audit shall be eliminated through software/portal being developed through NIC.

2.8.2 Beneficiary Survey

Beneficiary Survey of 325 beneficiaries/construction workers was conducted
(December 2022 to February 2023) as per criteria below:

(I) 243 beneficiaries, who had received welfare benefits under eight selected Welfare
Schemes®!', were selected randomly from the records of the Board to check
eligibility conditions and timely disbursal of benefits.

(IT) Audit conducted Joint Physical Inspection of 26 construction sites®? along with the
staff of concerned labour offices and works executing agencies and 82 building and
other construction workers (71 unregistered workers and 11 registered workers)
were surveyed at these construction sites to assess the extent of registration, reasons
for non-registration, awareness among construction workers about Welfare
Schemes implemented by the Board and facilities provided to workers at the
construction sites by the employers.

2.8.2.1 Findings of the Beneficiary Survey
2.8.2.1 (A) Beneficiary Survey of workers selected under ten Welfare Schemes

Findings of Beneficiary Survey of 243 registered workers who had received welfare
benefits are depicted in Figure 2.2:

81 COVID-19 Financial Assistance, Education Assistance, Marriage Assistance, Death and Funeral

Financial Assistance, Maternity/Paternity Financial Assistance, Induction Cooker, Washing Machines,
Solar Lamp.
82 LO Bilaspur: six, LO Kullu: 11, LI Hamirpur: nine.
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Figure 2.2: Findings of Beneficiary Survey
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"""" 2 OF PERIOD OF WORK DONE IN PREVIOUS YEAR
57 TO 730 DAYS’ DELAY IN DISBURSAL OF CLAIMS

The above figure shows that most of the benefits (82 per cent) were distributed to
MGNREGS workers and only three per cent of beneficiaries surveyed were engaged in
any kind of construction work during the survey period. Welfare benefits were distributed
to 42 per cent surveyed beneficiaries, who were ineligible due to non-fulfillment of various
conditions which shows that the proper scrutiny of welfare applications was not being done
by the LOs/LI or the Board. Claims of nine per cent workers were disbursed with a delay
ranging from 57 to 730 days, after the lapse of stipulated six months from the date of

AUTHENTICITY OF APPLICATION NOT VERIFIED
""" BY THE REGISTERING OFFICER (LO/LI)

receiving of claim.
2.8.2.1 (B) Beneficiary Survey of workers during Joint Physical Inspection

Findings of Beneficiary Survey conducted of 82 construction workers while conducting
Joint Physical Inspection of the construction sites/establishments is depicted in the
Figure 2.3.
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Figure 2.3: Findings of Beneficiary Survey conducted of 82 construction workers
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Note: The area of the bubble is not proportional to the number of workers.

The Beneficiary Survey revealed that out of the 82 workers surveyed, 64 (78 per cent) were
migrant construction workers. Among these surveyed workers, health and safety measures
such as fire safety equipment, health check-ups, safety equipment, and first-aid kits were
not available/provided by the employers. Basic labour rights such as a weekly day off and
minimum wages were also not given to the surveyed workers. Basic amenities such as
shelter facilities were similarly not provided.

2.9 Conclusion

The State Government’s rule for marriage assistance, as established under the Act, fails to
specify who from the family is eligible to claim the assistance. This led to situations where
the same marriage received assistance more than once. Furthermore, the health check-up
framework was deficient in supervision and record-keeping by the Board. Additionally, the
minimum registration period of three years, instead of the 10 years recommended by the
Model Welfare Scheme, was adopted for disbursing pension without a thorough
assessment of the long-term liabilities consequent to this decision.

Process of registration of establishments and workers remained ineffective as instances of
non-registration of establishments and workers, lack of coordination with Local Bodies to
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register and collect cess from employer/contractor, duplicate and bogus registration of
workers, etc. were noticed. Also, there was a shortfall in organization of camps and
registration of workers and it was not ensured that details of work done are entered in the
Identity Cards of the workers. The mismatch in figures of the Board and LOs/LI of
registered workers and camps organised, points towards an ineffective reporting
mechanism.

The Assessing Officers-cum-LOs had not made efforts to obtain Form-I from all the
employers as per provision of Cess Rules and the LOs were not issuing assessing orders.
The Board had not coordinated with the Local Bodies and Executing Agencies for sharing
information of Building Plans and construction projects approved.

The Board or LOs had not maintained establishment-wise data of cess collected which
resulted in non-reconciliation of cess amounting to ¥ 226.52 crore. The Board or the
Department had not prescribed a uniform format to transfer cess amount in the fund.

Besides, there were instances of short realization/non-remittance of cess to the Board due
to dishonored cheques/bank drafts not corrected/revalidated in time.

The test-checked LOs/LIs did not conduct regular inspections as per the provisions of the
Acts and Rules so as to check the facilities of health, safety and welfare of the construction
workers. Deaths due to accidents at the sites could have been avoided, which showed lack
of proactive actions on the part of the officials towards the safety of the construction
workers.

The Joint Physical Inspection also revealed that construction sites lacked safety and
security measures such as first-aid kit, safety equipment for workers, on site fire safety
equipment and basic amenities of water, toilet and shelter.

The State Government had not provided adequate staff to achieve targets of inspections.
The targets were not revised after 2011, showing that the Department did not analyse the
position of ongoing construction activities in the State vis-a-vis required and available
manpower. Even the prescribed targets were not achieved. The responsibility of
maintenance of any inspection notes or registers was not fulfilled by the LOs/LIs and
compliance to lack of safety measures noticed, if any, during previous inspections could
not be ensured. The overall mechanism of inspections remained ineffective as there was no
risk-based assessment, periodical visits or inspections of construction sites where
accidental deaths were reported.

The Department and the Board had not prepared any Annual Action Plan nor had fixed
long/short term targets. They had not conducted any survey of workers across the State to
build a database for aiding in decision making and formulation of schemes. The Board had
not maintained comprehensive individual worker/beneficiary-wise database of registered
workers.
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Administrative irregularities continued to be present in functioning of the Board relating
to the Board and State Advisory Committee meetings, ineptness in the Budget formulation,
delays in approval of Annual Budget and Annual Report and submission of annual accounts
for audit.

Shortage of staff with the Board had also adversely affected the implementation of the Acts
relating to welfare of construction workers. Effective institutional system for social audit
of benefits provided to the construction workers was not devised.

As regards financial management, huge accumulation of fund which rose to X 703.15 crore
in 2021-22 was noticed.

Implementation of Welfare Schemes faced problems of inconsistency in rules, delay in
disbursal of welfare benefits, non-coverage of beneficiaries, non-implementation of
notified Welfare Schemes, less/excess payments, unfruitful expenditure, non-distribution
of in-kind material kept in the store. Also, inaction on part of LOs/LIs for rectification of
rejected claims was noticed by Audit.

2.10 Recommendations
The State Government may

o Specify in the application form related to financial assistance for marriage that
assistance has not been applied/obtained by different family members including self
for the marriage of same person. Rule should also bring clarity to avoid instances of
marriage assistance more than once.

. Ensure compliance with the recommendations of Model Welfare Scheme. Deviation,
if any, should be properly assessed before adoption

o The Department should operationalise use of GIS mapping and conduct proper
inspections for monitoring construction activities in the State.

o The registration of all eligible workers in the State must be ensured through
proactive approach on behalf of the Board and the Department by way of camps,
targeted publicity campaigns, special drives etc. instead of leaving it on the initiative
of the workers.

o The LOs should ensure that the employers/contractors submit monthly returns in
Form-XXX so that information about construction workers eligible for registration
at the construction site would be available with the LOs.

o Also, lacunae in the registration process resulting in duplicate registration, bogus
registration on the basis of fraudulent certificates etc. must be removed through
development of appropriate software with the necessary controls.

o The Department and the Board must ensure that comprehensive database on account
of cess is prepared at LOs and the Board level.

. Process of obtaining Form-I and assessment of cess thereafter must be followed
diligently to avoid any loss of revenue.
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The Department should coordinate with other concerned Departments to collect cess
from all eligible establishments in the State. There could be added a provision of
“cess deposition” in the application for Building Plan approval from Local Bodies.
Cess collection should be reconciled regularly by the Board as well as the Cess

Collector.

The Government or the Board should provide a uniform format to be submitted by
all the cess deductors with details of individual establishments/construction works,
amount, period of cess deducted, mode of cess transfer in Board’s bank account,
details of pending cess (if any), amount of cess paid in advance (if any), jurisdiction
of Labour Office etc.

The LOs and Lls, being the field agents of the Department and the Board, must
inspect the construction sites regularly and maintain inspection notes and registers
to ensure compliance to the issues raised or shortcomings noticed during previous
inspections regarding the safety and health of the construction workers.

The Department should revise inspection targets regularly after analyzing ongoing
construction activities and also available staff strength and formulate a
comprehensive inspection policy specifying periodical visits and risk-based
assessment of construction sites in the State.

The Department and the Board should develop software for registration of workers
and establishments through which the applications for welfare benefits may also be
submitted, scrutinised and sanctioned for speedy disbursal of benefits to worker.
The Board and SAC meetings should be held at regular intervals and preparation
and approval of Annual Accounts and Annual Reports must be ensured within
prescribed time frame.

The Board should coordinate with Social Audit Unit of the State and take steps to
conduct Social Audit in all the Blocks of the State periodically.

The Board may ensure implementation of schemes to provide maximum benefits to
all eligible workers in the State, thereby avoiding accumulation of funds. Also,
expenditure from the fund should be in accordance with provisions of the Act/rules
It is recommended that avoidable expenditure towards income tax liability is
addressed.

A database on account of welfare benefits should be prepared to remove
irregularities regarding double sanctions, instances of unjustified and irregular
payments and it also warrants proper scrutiny of applications and documents
attached by the field officers as well as the Board while sanctioning the claims.
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Chapter III: Quality Management in Procurement, Storage and
Distribution of Food Items

Department of Food, Civil Supplies and Consumer Affairs

3.1 Introduction

The Department of Food, Civil Supplies and Consumer Affairs (Department)
(formerly part of Cooperative Department) came into existence as a separate unit in
the State in the year 1966. The Department deals with the demand and supply of
various essential commodities in the open market as well as the Public Distribution
System (PDS). The work of the Department is supplemented by the Himachal Pradesh
State Civil Supplies Corporation Limited (Corporation).

In Himachal Pradesh, seven food items (wheat, wheat flour, rice, pulses, sugar, edible
oil and salt) are being distributed through Targeted Public Distribution System (TPDS)
to the beneficiaries through a network of 120 wholesale godowns of the Corporation
and 5,068 Fair Price Shops (FPSs). Allocation of wheat and rice is made by the
Government of India under the National Food Security Act (NFSA), 2013! whereas the
allocation of pulses, edible oil, salt and sugar® is made by the State Government under
Himachal Pradesh State Specially Subsidised Scheme®. The Department further
allocates the same to the Districts on the basis of total ration card holders available in
the Districts.

The Corporation lifts wheat and rice from 20 godowns of the Food Corporation of India
(FCI) as per the allocation made by the Government of India. Further, the Corporation
procures the remaining food items under State subsidy by inviting tenders and signing
MoUs with the suppliers. Finally, the food items are lifted by 5,068 FPS owners from
120 wholesale godowns of the Corporation for distribution to the cardholders.

To maintain the quality of the food items, samples of various commodities distributed
to the beneficiaries under TPDS and Himachal Pradesh State Specially Subsidised
Scheme are drawn by the field staff of the Department regularly on a targeted basis and
are sent to the Departmental Food Testing Laboratory (FTL) at the Directorate office,
Shimla for analysis. In addition, the Corporation also sends the samples to empanelled
laboratories operated by the private agencies.

A Performance Audit (PA) on Public Distribution System was conducted and included
in the CAG’s Audit Report for the year ended March 2011, followed by a follow-up on
audit findings in the CAG’s Audit Report for the year ended March 2018, highlighting

! Covers 7.43 lakh card holders belonging to Priority Households (PHH) and Antodaya Anna Yojna
(AAY).

2 Subsidised by Government of India for AAY beneficiaries. Other than AAY are subsidised by the
State Government.

3 Covers all 19.48 lakh card holders.
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deficiencies* in quality management in the State. The Report was discussed in the
Public Accounts Committee (PAC) of Himachal Pradesh Legislative Assembly in
February 2015 and August 2016 and was finally settled in March 2020. The
recommendations of the PAC have also been referred in this report where persistent
deficiencies continued to exist (Paragraphs 3.8.5 and 3.9.1).

3.2 Organisational set-up

At the Government level, the Additional Chief/Principal Secretary (Food, Civil Supplies
and Consumer Affairs) is the head of the Department. He/She is assisted by Director,
Food, Civil Supplies and Consumer Affairs Department (Director, FCSCA) and
Managing Director, Himachal Pradesh State Civil Supplies Corporation (HPSCSC)
Limited. At the District level, the schemes related to food security are implemented by
the respective District Controllers (DCs), FCSCA®, with the assistance of seven Area
Managers® concerned of HPSCSC Limited through a network of 5,068 FPSs. The
organisational structure for implementation of various food security schemes in the State
is depicted in the Chart below:

Principal Secretary
(Food, Civil Supplies and Consumer Affairs)

! !

Managing Director (Himachal
Pradesh State Civil Supplies
Corporation Limited) assisted by
Executive Director and Joint Director

l :

District Controller (Food, Civil Supplies
and Consumer Affairs) (13 Nos.)

l l

Food and Supply Officers and
Inspectors at Block Level

l l

Fair Price Shops Godowns

; t

Director (Food, Civil Supplies and
Consumer Affairs) assisted by
Additional Director and Joint Director

Divisional Managers (2 Nos.)

Area Managers (7 Nos.)

The deficiencies were: shortfall in inspection of FPSs, short collection and testing of samples of
food items, distribution of food items without getting the test analysis report, inadequate staff and
equipment in the Departmental laboratory, inadequate formation and functioning of Vigilance
Committee, findings on the Beneficiary Survey highlighting supply of poor-quality food items.

3 Twelve DCs are posted in field units and one DC is posted at the Directorate Office.

6 Located at Chamba, Dharamshala, Hamirpur, Mandi, Nahan, Shimla, and Solan.
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Audit objectives

The objectives of the SSCA were to ascertain whether:

3.4

Quality of food items was ensured by the Department at the time of
procurement, storage and distribution through Joint Physical Inspection and lab
testing as required under the Act/ TPDS (Control) Order, 2015.

Monitoring systems existing in the Department were adequate and compliant
with the rules and notifications.

Consumer awareness activities were organised in the State under Public
Distribution System (PDS) as per approved proposal from the Government of
India.

Complaints and grievance redressal system existing in the State was adequate
and compliant with the NFS Act/ TPDS (Control) Order, 2015.

Audit Criteria

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

3.5

Food Safety and Standards Act, 2006;

The Consumer Protection Act, 2019;

Targeted Public Distribution System (Control) Order, 2015;

Food Safety and Standards Rules, 2011;

Guidance document on Food Safety Management System, 2018 issued by the
Food Safety and Standards Authority of India (FSSAI);

Food Safety and Standards (Fortification of Foods) Regulations, 2018;
National Food Security Act, 2013;

Himachal Pradesh Financial Rules (HPFR), 2009;

Government instructions/notifications regarding the quality of food items, such
as on inspections and sample collection.

Audit Scope and Methodology

The Subject Specific Compliance Audit (SSCA) covering the period 2019-20 to

2021-

22 was undertaken from September 2022 to December 2022.

The SSCA covered the offices of:

>
>

Director, Food, Civil Supplies and Consumer Affairs;

Managing Director, Himachal Pradesh State Civil Supplies Corporation
Limited;

Three District Controllers, Kinnaur, Mandi and Solan of the Department (out of
12);

Both the Divisional Managers, Dharamshala and Solan and three Area
Managers, Kinnaur (at Shimla), Mandi and Solan (out of seven) of the
Corporation.
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In addition, 15 godowns (out of

28) and 60 FPSs (out of 1,188)
from the 11 Blocks’ (out of 19)
relating to the three test-checked
Districts were also selected for
Physical  Inspection.
Beneficiaries (307 in number)
linked to the test-checked FPSs
were also surveyed during the
audit. Samples of various food
items ® distributed in the State
lifted from the
godowns and FPSs from the test-
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checked Blocks and were sent to

Map 3.1: Test-checked Districts Kinnaur, Mandi and Solan
and their corresponding test-checked Blocks

a Food Testing Laboratory,

namely Punjab Biotechnology Incubator (Department of Science, Technology and
Environment, Government of Punjab), Mohali by Audit to ascertain the quality.

Audit findings were discussed with the Principal Secretary (FCSCA) in the Exit
Conference held in July 2023 and views of the Government have been incorporated in

this Report, wherever appropriate.

3.6 Financial Management

The status of outlay and expenditure of the Department of Food, Civil Supplies and
Consumer Affairs under the heads subsidy, salary and other expenses’ during the years

2019-22 is depicted in Chart 3.1.

Chart 3.1: Details of Budget and Expenditure during 2019-22

Budget and Expenditure (X in Crore)

244.88 244.88 239.99 239.97

749 749
1337 13.37 - . 1539 1408 2446 24.28
Subsidy Salary Other Expenses Subsidy ﬁarv_ @Ex%s

314.56 314.53
35.95
16.72 14.97 33.06
M -
Subsidy Salary Other Expenses

2019-20 2020-21

- Budget

B= Expenditure

2021-22

Source: e-Kosh website, Himachal Pradesh.

Kinnaur: two; Mandi: six and Solan: three.
Edible oil, pulses, rice, salt, sugar, and wheat flour.

Other Expenses include medical reimbursement, motor vehicle, major and minor works, material

supply, machinery and equipment, wages, travel expenses, rent rate and taxes, publication,
advertisement and publicity, maintenance, transfer expenses, honorarium, remuneration to
outsourced employees, training, hospitality and entertainment expenses, office expenses.
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Further, under the Head ‘Other expenses’ budget allocation and utilisation thereagainst
under ‘major works’ and ‘machinery & equipment’, during 2019-20 to 2021-22 is

depicted in Table 3.1.
Table 3.1: Fund allocation under ‘major works’ and ‘machinery & equipment’
(X in lakh)
Year Major works Machinery and equipment
Budget Expenditure Budget Expenditure
2019-20 300.00 300.00 6.09 6.09
2020-21 1.00 1.00 13.97 13.85
2021-22 3.00 1.00 157.00 7.00

Source: e-Kosh.

Against the Budget of X 300.00 lakh in 2019-20, funds amounting to X 273.00 lakh had
been transferred to the executing agency (HPSIDC'®) for the construction of four
godowns. However, work had not started (July 2024) due to delays in obtaining NOCs
from Forest Department/Panchayats and non-transferring of land to the executive
agency. Balance fund of X 27.00 lakh was transferred to the Sub-Divisional Officer
(Civil) cum District Controller, Pangi for construction/repair of two godowns.

Further, funds allocated under machinery and equipment during the year 2021-22 for
the upgradation of the laboratory and its subsequent lapse has been commented upon in
Paragraph 3.8.8.

3.7 Results of Audit
The deficiencies noticed in audit have been classified under the following heads:

e Deficiencies in quality management at the time of procurement, storage, and
distribution of food items

e Deficiencies in monitoring and supervision

e Deficiencies in consumer awareness activities

e Findings from the Joint Physical Inspection of godowns and Fair Price Shops

¢ Findings from the Beneficiary Survey

¢ Findings from the independent qualitative analysis of the food items

Significant findings have been detailed in the succeeding Paragraphs.

3.8 Deficiencies in quality management at the time of procurement, storage
and distribution of the food items

3.8.1 Quality management at the time of procurement of food items from FCI

Clause 7(6) of the TPDS (Control) Order, 2015 stipulates that before delivery of food
grains from the FCI, an officer of the State Government not below the rank of Food and
Civil Supplies Inspector and an officer of the FCI shall jointly inspect the stocks of the
food grains intended to be issued so as to ensure that it conforms with the prescribed
quality specifications. Further, Clause 7(7) stipulates that after Joint Physical

10 Himachal Pradesh State Industrial Development Corporation Limited.
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Inspection, the FCI shall issue to the State Government, before dispatch of the food
grains from godowns, one stack-wise sealed sample jointly drawn for display at the FPS
and a duplicate sealed sample drawn shall be kept with the FCI for future reference.

Audit found that the above rule was not complied with as the FCI neither conducted
any Joint Physical Inspection of its godowns with the officer of the Department nor was
any joint sampling done for displaying samples in FPS during the period from 2019-20
to 2021-22.

During the Exit Conference, the Principal Secretary (FCSCA) accepted the audit
findings and stated (July 2023) that instructions are being issued to the officials to
comply with the TPDS orders and inspectors will be deputed in each of the godowns to
jointly inspect the consignment during delivery.

3.8.2  Short fixation of targets for inspection of FPSs in the State

As per Para 6 of the Annexure to the TPDS (Control) Order, 2001 the State Government
had to ensure regular inspection of FPS not less than once in six months. Thereafter,
the Department had notified (2007) targets for inspection for various field functionaries
to inspect the FPSs in their respective jurisdictions.

Further, in supersession of the earlier Order of 2001, TPDS (Control) Order, 2015 was
introduced, Rule 11(1) of which specifies that the State Government should ensure
regular inspection of FPSs by the designated authority not less than once in three
months. The State Government shall issue the order specifying the inspection schedule,
list of check points and authority responsible for this purpose.

Audit observed that the targets for FPS inspection fixed by the Department in 2007
were not revised in line with the TPDS (Control) Order, 2015, as a result of which the
targets remained short fixed, as depicted in Chart 3.2.

Chart 3.2: Target for inspections of FPSs in the State during 2019-22
19,936 20,084 20,272

m Target for inspection
required to be fixed
10,560 10,420 10,479
9,376 (47) 9,664 (48) 9,793 (48)
Target for inspection actually
I fixed

mTarget for inspection short
2019-20 2020-21 2021-22 fixed

Source: Departmental figures. Figures in parenthesis indicate percentage.

As evident from the above, the Directorate had fixed short targets to the extent ranging
between 47 and 48 per cent during 2019-22. This short fixation of inspection targets
given to the field units by the Directorate, reduced the likelihood of timely detection of
irregularities in delivery of food supplies to the intended beneficiaries.
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The Director, while accepting the facts, stated (December 2022) that lower targets were
fixed due to vacant posts of field functionaries and the spread of COVID-19. He said
that there were low chances of theft, diversion etc. of stock of food grains as the system
was fully computerised. The Director, FCSCA issued instructions (December 2021) to
all the District Controllers to ensure inspection of all FPSs so that no FPS is left
unchecked after three months and no leakages or diversion of food grains should happen
in the area under their jurisdiction.

The reply is not satisfactory as shortfall in inspection of FPSs at various levels have
been noticed as commented in the succeeding Paragraph.

3.8.3 Non-achievement of targets fixed by the Department for conducting
inspections of godowns, mills and FPSs in the State

The Department fixed monthly targets of inspection of godowns, mills and FPSs of
various field functionaries'! in the State in the year 2007. Further, Rule 11 (2) of TPDS
(Control) Order 2015 specifies that the State Government shall ensure that stock of
foodgrains under TPDS system, as issued from FCI godowns, are not replaced or
tampered with during storage, transit or any other stage till the delivery to ration card
holders.

Scrutiny of records revealed that inspection target fixed by the Department for
godowns, mills and FPSs in the State could not be achieved, and the shortfall was
ranging between 15 and 27 per cent during the period from 2019-20 to 2021-22 as
depicted in Chart 3.3.

Chart 3.3 : Details of inspections of Godowns, Mills and FPSs
conducted in the State during 2019-22

12,908 12,660 12,757 u Target fixed

10,951 10183
9,291 ® Achievement
m Shortfall of
3 ,369 (27 achievement
1,957 (15) @n 2,574 (20)

2019-20 2020-21 2021-22

Source: Departmental figures. Figures in parenthesis indicate percentage.

Further, even in the test-checked Districts, shortfall in conducting inspections of
godowns, mills and FPSs at various levels was noticed as detailed in Table 3.2.

' District Controller: 11 (eight for FPS and three for mills/godowns), Food and Supply Officer: 13
(10 for FPS and three for mills/godowns), Inspector: 12 (10 for FPS and two for mills/godowns).
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Table 3.2: Details of inspections of godowns, mills and FPSs in the test-checked
Districts during 2019-22

Kinnaur Mandi Solan
Excess Excess Excess
Year Target | Achievement sh(()—:zéall Target | Achievement sh(()-:zéall Target | Achievement shgt):é'all
0 () )
Inspections conducted by District Controller
2019-20 63 16 -47 (75) 120 10 -110 (92) 120 44 -76 (63)
2020-21 108 40 -68 (63) 120 59 -61 (51) 120 47 -73 (61)
2021-22 108 51 -57 (53) 120 36 -84 (70) 120 115 -5(4)
Inspections conducted by FSO
2019-20 66 20 -46 (70) 352 244 -108 (31) 144 0 -144 (100)
-144
2020-21 0 0 0 32 0 -32 (100) 144 0 (100)
-144
2021-22 0 0 0 48 26 -22 (46) 144 0 (100)
Inspections conducted by Inspector
2019-20 264 51 -213 (81) 1764 1455 -309 (18) 720 634 -86 (12)
2020-21 396 104 -292 (74) 1778 1245 -533 (30) 720 545 -175 (24)
2021-22 319 176 -143 (45) 1820 1221 -599 (33) 720 514 -206 (29)

Source: Departmental figures. Figures in parenthesis indicate percentage.

From Table 3.2, it is evident that shortfall in conducting inspection of godowns, mills
and FPSs was found to be as below:

e Up to 92 per cent at the level of District Controller;
e Up to 100 per cent at the level of Food and Supply Officer (FSO);
e Up to 81 per cent at the level of Inspector.

Further, no targets were fixed for inspections by FSO in District Kinnaur during the
period 2020-22 due to the post lying vacant since November 2019. Though the target
for inspections by FSO were fixed in District Solan during 2019-22, the same could not
be achieved due to the post lying vacant since November 2017.

The District Controllers of the test-checked Districts stated that targets were not
achieved due to COVID-19, vacant posts of FSO/ Inspector and work overload.

The Director, while accepting the facts, stated (March 2023) that targets could not be
achieved due to vacant posts of field functionaries and spread of COVID-19.

Shortfall in inspection is associated with the risk of supply of food items of substandard
quality to the card holders.

During the Exit Conference, the Principal Secretary (FCSCA) while agreeing with the
audit findings, directed (July 2023) the Departmental officers to make sure that targets
are set and duly adhered to in accordance with the TPDS order. In the test-checked
Districts like Kinnaur and Solan, the Department attributed the shortfall to some of the
vacant posts.

The Department should take up the matter with the State Government for filling up the
vacant posts so that regular inspections of godowns, mills and FPSs are conducted and
supply of quality food items is ensured.
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3.8.4  Shortfall in the collection of samples of food items

The Department had fixed (August 2016, February 2020 and February 2021) monthly
targets for the Departmental officials!? for the collection of samples from godowns, mills
and FPSs to be sent to the Departmental food testing laboratory for analysis to monitor
the quality of food items.

Audit noticed that the total samples collected by the officials concerned viz., DCs, FSOs
and Inspectors in the State during 2019-22 were 6,070 against the target of 9,372 which
resulted in shortfall of 3,302 (35 per cent) samples during the said period as depicted in
Chart 3.4.

Chart 3.4: Sample collection in the State during 2019-22
3,652
3348 m Target fixed
2,049 2,372 s 2,264 Achievement
1,299 (39) ' 1,388 (38) = Shortfall
. 615 (26) .
[
2019-20 2020-21 2021-22

Source: Departmental figures. Figures in parenthesis indicate percentage.

Further, the above shortfall at the level of various field functionaries in the State for the
period 2019-22 is depicted in Table 3.3.

Table 3.3: Details of sample collection by various field functionaries in the
State during 2019-22

DC FSO Inspector Joint Director Deputy Director
Year T A =0 T A S T A S T | A S T | A S
E(+)
-74 -1,236
201920 | 156 | 167 11 204 | 130 (36) 2,988 | 1,752 @1) 0] 0 0 0|0 0
-80 -550 -8 -12
2020-21 | 156 | 191 35 204 | 124 (39) 1,992 | 1,442 (28) 8 10 (100) 1210 (100)
-219 -843 -226 -41 -59
2021-22 | 520 | 301 42) 1,020 | 177 (83) 1,992 | 1,766 (i 48 | 7 (85) 72 | 13 (82)

Source: Departmental figures. Figures in parenthesis indicate percentage.
T: Target, A: Achievement, S- Shortfall, E- Excess.

As seen from Table 3.3, shortfall in sample collection at various level of functionaries
was ranging from zero to 100 per cent.

In the test-checked Districts, collection of samples from godowns, mills and FPSs of
food items at the level of various field functionaries is shown in Table 3.4.

Monthly target of sample collection for various field functionaries for the period 2019-22: District
Controller — one (2019-21), three (2021-22); Food and Supply Officer - one (2019-21), five
(2021-22); Inspector — three (2019-20), two (2020-22), Deputy Director — No target (2019-21),
three (2021-22), Joint Director — No target (2019-21), two (2021-22).
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Table 3.4: Details of samples collection in the test-checked Districts during 2019-22

Kinnaur Mandi Solan
Excess Excess Excess
Year | ot : ) i ) i )
get | Achievement shortfall Target | Achievement shortfall Target | Achievement shortfall
() ) )
Collection of samples by District Controller
2019-20 12 26 14 12 5 -7 (58) 12 17 5
2020-21 12 25 13 12 3 -9(75) 12 33 21
2021-22 36 29 -7(19) 36 16 -20 (56) 36 29 -7(19)
Collection of samples by Food and Supply Officer
2019-20 12 0 -12 (100) 24 37 13 12 0 -12 (100)
2020-21 12 0 -12 (100) 24 0 -24 (100) 12 0 -12 (100)
2021-22 60 0 -60 (100) 120 0 -120 (100) 60 0 -60 (100)
Collection of samples by Inspector
2019-20 108 13 -95 (88) 396 264 -132 (33) 180 194 14
2020-21 72 56 -16 (22) 264 190 -74 (28) 120 137 17
2021-22 72 58 -14 (19) 264 218 -46 (17) 120 100 -20 (17)

Source: Departmental figures. Figure in parenthesis indicate percentage.

As seen from Table 3.4, there was shortfall ranging between 56 and 75 per cent for
sample collection by DC in Mandi District during 2019-20 to 2021-22. At level of FSO,
shortfall was 100 per cent in Kinnaur and Solan during 2019-22 and in Mandi District,
100 per cent shortfall was during 2020-22. At level of inspector, there was shortfall
ranging between 17 per cent and 88 per cent in the test-checked Districts in 2019-22.

The District Controllers of the test-checked Districts stated that targets were not
achieved due to COVID-19, vacant posts of FSO/Inspector and work overload.

The Director stated (August 2022) that targets were not achieved by the
officers/officials concerned due to COVID-19 and they were engaged in the
Information, Education and Communication (IEC) campaign of Pradhan Mantri Garib
Kalyan Anna Yojana, a flagship programme launched by the Government of India.

The reply is not satisfactory as the issue of shortfall in sample collection in the State
was also highlighted in the previous Audit Reports of the CAG for the year ended
March 2011 (46-78 per cent) and for the year ended March 2018 (16-45 per cent). This
indicates that the Department has been neglecting the issue of regular inspection/
sample collection for several years, which has also been continuing during the period
of the current audit. Thus, the Department failed to improve the situation, and this is
associated with risk of supplying substandard food items to the FPS card holders as
seen in the succeeding Paragraphs.

During the Exit Conference, the Principal Secretary (FCSCA) while agreeing with the
audit findings stated (July 2023) that it will be corrected by taking appropriate
measures.

3.8.5 Distribution of food items below prescribed quality specifications

The TPDS (Control) Order, 2015 requires that the State Government should ensure that
the stocks of food grains intended to be issued to the consumers conforms to the
prescribed quality specifications.
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To ensure the quality of food items, the samples of various commodities distributed to
the beneficiaries under the TPDS and Himachal Pradesh State Specially Subsidised
Scheme are drawn by the field staff of the Department regularly on a target basis and
sent to the Departmental laboratory for analysis.

Section 46(3) of FSS Act, 2006 stipulates that the Food Analyst shall analyse samples
within a period of fourteen days from the date of receipt of sample.

Audit noticed that out of 10,396 samples analysed in the laboratories'* during 2019-22,
237 samples representing 16,706.69 qtl. of food items'# and 8,48,186 litres of edible oil
were found to be below the prescribed specifications. Out of these sub-standard food
items, HPSCSC replaced only 288.84 qtl (1.7 per cent) and 32,405 litres (3.8 per cent)
sub-standard food items respectively and the balance quantity of food items were
supplied to the beneficiaries without replacement through the PDS network in the State
as detailed in Table 3.5.

Table 3.5: Details of distribution of substandard food items during 2019-22 in the State

AUTHGR0 Quantity of samples Quantity Quantity of sub-
Number of samples .
el || G s iy found below replaced by standard food items
. . specification HPSCSC distributed
Year specification
Food Edible oil | [00d | Edible ) Food g i
Dept. Corp. | Dept. | Corp. items (qt]) (tr) items oil items
(qth (tr) (qth
2019-20 | 2,049 1,413 49 33 6,975.14 1,84,895 Nil Nil 6,975.14
2020-21 1,757 1,082 33 24 4,392.13 2,52,000 Nil Nil 4,392.13
2021-22 | 2,260 1,835 59 39 5,339.42 4,11,291 288.84 | 32,405 | 5,050.58
Total 6,066 4,330 141 96 16,706.69 | 8,48,186.00 | 288.84 | 32,405 | 16,417.85 | 8,15,781.00

Source: Departmental figures. Note: Dept. = Department, Corp.=Corporation.

Audit further noticed that the analysis report of 80 (out of 141) failed samples was
issued by the Department to its field units with delays ranging between one and 39 days
(except in three cases). In these three cases, delay reported was 75, 75 and 112 days. In
case of the Corporation, time taken in reporting the test results of failed samples to its
field units was ranging between 15 and 182 days (except in two cases). In these two
cases, delay was 1,077 and 1,250 days. Consequently, substandard food items could not
be replaced before their distribution.

Distribution of food items below specification was previously pointed out in the Report
of CAG for the year ended 31 March 2011. Public Accounts Committee (PAC) of
Himachal Pradesh Legislative Assembly, in its recommendation, had also directed
(August 2016) the Department that food grains should be analysed in accredited labs
before distribution. Again, on being pointed out during follow-up audit findings for the
CAG’s Audit Report for the year ended 31 March 2018, the Government had stated

Departmental laboratory as well as empanelled laboratories of HPSCSC Limited. There were
11 private labs empaneled by the HPSCSC in the year 2019-20 till May 2021. During June 2021 to
April 2022, there were nine private empaneled labs.

Pulses, rice, salt, sugar, wheat and wheat flour.
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(January 2019) that in future, the problem of delay in issue of test/ analysis report would
be reduced.

Despite the issue of distribution of substandard food items being highlighted repeatedly,
ac