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[ PREFACE ]

This report of the Comptroller and Auditor General of India for the year ended March
2021 has been prepared for submission to the President under Article 151 of the

Constitution of India.

The Report contains the results of compliance audit of the Economic & Service
Ministries/Departments of the Union Government, their attached/subordinate offices and
Central Autonomous Bodies. Bodies or Authorities, which are substantially financed by
grants/loans from the Consolidated Fund of India, are audited by the C&AG under the
provisions of Section 14(1) of the Comptroller and Auditor General’s (Duties, Powers

and Conditions of Service) Act, 1971.

The instances mentioned in this Report are those which came to notice in the course of
test audit for the period 2020-21 as well as those which came to notice in earlier years but
could not be reported in the previous Audit Reports. Matters relating to the period

subsequent to 2020-21 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.

iii






Report No. 1 of 2023

[ EXECUTIVE SUMMARY J

| Introduction

1. This Report includes important Audit findings noticed as a result of test check of
accounts and records of Economic and Service Ministries/Departments and their Central
Autonomous Bodies conducted by the officers of the Comptroller and Auditor General of
India as per the provisions of the Comptroller and Auditor General’s (Duties, Powers and
Conditions of Service) Act, 1971 (Act).

V2 The Report contains 12 individual observations relating to  six
Ministries/Departments. The draft observations were forwarded to the concerned
Ministries providing them an opportunity to furnish their replies/comments in each case
within a period of six weeks. Replies to five observations were not received even as this
Report was being finalised as indicated in para 3 below.

3. The paragraphs included in this Report relate to the following Ministries of the
Government of India and their Central Autonomous Bodies:

SIL. No. | Ministry/Department Number of | Number of paragraphs in
paragraphs | respect of which
Ministry/Department’s
reply was awaited
1. Coal 2 -
’ Department of Financial 1 i
' Services
3. Housing and Urban Affairs 4 4
Micro, Small and Medium
4. . 1 -
Enterprises
5. Mines 2 -
Ports, Shipping and
6. 2 1
Waterways
Total 12 5

1T Highlights of some significant paragraphs included in the Report are given
below:

Coal Mines Provident Fund Organisation

Coal Mines Provident Fund Organisation made an investment of ¥ 1390.25 crore (during
the period May 2015 to February 2018) in Non-Convertible Debentures of Dewan
Housing Finance Corporation Limited. The investment included Non-Convertible
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Debentures amounting to X 864 crore having an early redemption clause which provided
right to dispose of the investments before maturity at par along with accrued interest in
case credit ratings of Non-Convertible Debentures falls to AA- or below. Balance
Non-Convertible Debentures amounting to I 526.25 crore did not carry such clause of
early redemption.

Audit observed that despite downgrading/falling of ratings of the Non-Convertible
Debentures since March 2019 and recommendations of Portfolio Managers for exercising
early redemption option, Coal Mines Provident Fund Organisation failed to utilise the
option and remained indecisive, which resulted in avoidable loss of ¥ 315.35 crore.

Recommendation:

Failure of the Management in taking timely action for redemption of debentures of
Dewan Housing Finance Corporation Limited may be investigated for fixation of
responsibility. Management may strengthen the system to monitor the investment made
in debentures, etc. so as to ensure the safety of the invested funds.

(Para 2.1)

Operation of Coal Mines Pension Scheme 1998 and Coal Mines Deposit Linked
Insurance Scheme 1976

Audit reviewed the operations of the Coal Mines Pension Scheme 1998 and Coal Mines
Deposit Linked Insurance Scheme 1976 operated by Coal Mines Provident Fund
Organisation. The Compliance Audit para points out the issues in the operations of the
schemes. The scheme wise issues noticed are highlighted below:

1. Coal Mines Pension Scheme, 1998: The scheme came into force with effect from
31 March 1998. It includes provision for payment of pension to the employees on
superannuation in accordance with the Scheme. Also, there are provisions for
payment of Widow/Widower Pension and Children Pension in the scheme. During
examination of records, Audit noticed the following issues:
¢ Inadequate coverage of mine workers {Para 2.2.5.1 (i)}

e Delay in receipt and settlement of pension cases {Para 2.2.5.1 (iii)(a) and (b)}
e Incorrect fixation of Pension {Para 2.2.5.1 (iv)}

¢ Non-adherence/deviations from the provisions of the scheme {Para 2.2.5.1 (v)}
¢ Instances of excess disbursement of pension {Para 2.2.5.1 (vi)(e)}

e Lack of monitoring and control mechanism {Para 2.2.5.1 (vi)}

Management/Ministry has accepted the issues pointed out by Audit and assured of
corrective actions.

2. Coal Mines Deposit Linked Insurance Scheme, 1976: To provide benefit of life
insurance to the employees covered under the Scheme, Coal Mines Deposit Linked
Insurance Scheme, 1976 was introduced with effect from 1 August 1976. The Scheme
provides that in the event of death of an employee in harness, his/her nominee is

Vi
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entitled to receive, an amount equal to the average balance, in the account of the

deceased during the preceding three years, subject to a maximum of X 10,000. While

examination of records, audit noticed the following issues:

Non-collection of contribution from members of the scheme {Para 2.2.5.2 (i1)}
Non-levy of damage charges on non-contributors {Para 2.2.5.2 (iii)}

Non-levy and collection of inspection charges for maintaining of accounts which
is in deviation of the provisions of the scheme {Para 2.2.5.2 (iii)}

Non-revision of administration charges since inception of the scheme
{Para 2.2.5.2 (iii) }

Management while accepting the facts stated that the Board of Trustees has decided and
approved the proposal for withdrawal of the Scheme which has been sent to the Ministry
of Coal. Ministry also accepted the facts and stated that proposal of withdrawal of the
Deposit Linked Insurance Scheme through amendment in the Act was under
consideration.

With regard to Audit findings in the Para, Audit recommends that:

1.

10.

Management may take necessary steps to ensure maximum coverage of workers
of coal mines under the Coal Mines Pension Scheme.

Management may take necessary steps to ensure the sustainability of the Fund
for disbursement of Pension liability in future. Further, the recommendations
of the Actuary should be acted upon timely.

Management may devise mechanism for creating awareness among the
members for timely submission of pension claims.

Management may take necessary steps and devise a mechanism to ensure the
settlement of pension claims within a time bound manner so that the members
can be provided their legitimate right of pension in time.

Management may pursue the matter with the Ministry for carrying out the
modifications in Coal Mines Pension Scheme so that uniformity may be brought
among Regional offices for computation of pensions.

Management may devise a monitoring and reconciliation mechanism for ruling
out deficiencies in pension disbursements.

Management may ensure prompt settlement and disposal of long pending
pension revision cases.

Management may develop an effective IT system to streamline the disbursement
and monitoring of pension.

Management may take steps for prompt settlement of erstwhile Family Pension
Scheme.

Management may devise a reliable mechanism for prompt and timely redressal
of grievances.

vii
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11.

Management may review the Coal Mines Pension Scheme and explore the
possibility of having Independent Regulator for the Scheme to ensure effective
implementation of the Scheme and to ensure that the intended benefits of the
Scheme are extended to contractual workers.

(Para 2.2)

Department of Financial Services

Deficiencies noticed in Recapitalisation of Public Sector Banks

Public Sector Banks (PSBs) constitute major component of the Indian Banking System
and are an important instrument to implement various welfare schemes of the
Government of India. Department of Financial Services (DFS) recapitalised PSBs for
credit growth, meeting the requirement for regulatory capital, equipping better performing
PSBs placed under Reserve Bank of India’s Prompt Corrective Action framework to
come out of it and meeting capital requirement on account of amalgamation of PSBs.
Audit observed the following:

DFS infused X 8,800 crore into SBI in 2017-18 for credit growth considering it the
largest PSB in the country even though there was no demand. DFS did not
conduct assessment of the capital requirement as per its own standard practice
before recapitalisation.

DFS considered cushion over and above the norms prescribed by the Reserve
Bank of India (RBI) while recapitalising PSBs. RBI had already prescribed
enhanced capital requirement of additional 1 per cent on banks in India. This
resulted in excess infusion of X 7,785.81 crore.

DFS infused X 831 crore into Bank of Maharashtra in 2019-20 against the bank’s
demand of X 798 crore to avoid surrender of funds amounting to X 33 crore.

With regards to audit findings in the Para, Audit recommends that:

1.

In order to maintain uniformity amongst all PSBs, DFS may consider framing
guidelines for cases of additional capital infusion in PSBs for credit growth.

Given the fact that RBI norms for Regulatory Capital Requirement for Banks
are already above the Basel I1I norms, DFS may infuse funds sufficient enough
to ensure that the PSBs are able to meet the minimum norms prescribed by RBI.
The requirement for any additional funds to meet the Regulatory requirement
during the course of the year, if any, could be considered as and when the need
arises with proper justification. Giving a blanket headroom/cushion over and
above the Regulatory requirement should not be normally encouraged
considering the fiscal deficit and the competing demands of resources in the
country.

(Para 3.1)
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Central Public Works Department

The rate of water charges of General Pool Residential Accomodation, where water supply
is not regulated by meters, are to be decided on the basis of information provided by
Central Public Works Department (CPWD) and the water charges to be revised from time
to time and circulated by Directorate of Estates. Audit observed that in ‘N’ Division,
CPWD was paying more towards water supplied by New Delhi Municipal Corporation in
comparison to amount recovered from allottees. This was due to non-installation of
individual water meters and non-revision of rates for recovery of water charges since last
16 to 27 years. This resulted in financial burden of X 7.69 crore on CPWD.

(Para 4.1)

Actual consumption of electricity was persistently lower than the Contract Demand in
case of Pushpa Bhawan, Delhi. Although there was a provision for reduction of Contract
Demand after two years from the date of original energisation for connections above 100
Kilowatt (KW), the same was not availed by CPWD Division resulting in avoidable loss
of % 44.62 lakh. On being pointed out by Audit, Contract Demand and Sanctioned Load
was reduced by CPWD. Following the Audit observation, CPWD Directorate also issued
directions (December 2021) to review all such cases where actual maximum demand is
less than the Contract Demand.

(Para 4.2)

After reverting from New Pension Scheme {now National Pension System (NPS)}
subscription to Old Pension Scheme (GPF subscription), as per the court orders, CPWD
credited entire amount of NPS subscription, returned from NSDL, into the GPF Account
of the employees without adjusting Government Share and interest thereupon. In nine
cases, an amount of ¥ 19.62 lakh, including penal interest of X 0.69 lakh, deposited in
GPF Accounts, had been recovered and transferred to Government Accounts at the
instance of Audit. In spite of reminders to CPWD to make available details of other
similar cases, no information was received.

Recommendation:

CPWD may review all cases of employees where NPS subscription was returned by
NSDL to ensure that only legitimate portion is credited into the GPF Account of the
employees after adjusting Government share and interest thereupon along with
penallties, if any.

(Para 4.3)

Maintenance of Houses by Central Public Works Department

CPWD is an attached office of the Ministry of Housing and Urban Affairs (MoHUA) and
Principal Engineering Organisation and Technical Advisor to the Government of India.
Works executed by CPWD are categorised as Construction and Maintenance works.
Maintenance works refer to works undertaken to keep, restore or improve the facilities of
a structure or building with the aim to keep the same in good condition and in acceptable
standards to sustain its utility and value.
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The scope of audit covered activities relating to maintenance of houses for the period
from 2017-18 to 2019-20. During the period, total expenditure on maintenance under
budget head Revenue, across the country and Delhi Region was X 1,197.50 crore and
X759.87 crore, respectively. Around 65 per cent of the General Pool Residential
Accommodation (GPRA) housing stock is situated in Delhi and 63.46 per cent of
expenditure on maintenance, during the three years’ period, had been incurred in Delhi
Region alone. Thus, the Compliance audit focused on activities related to maintenance of
Houses in the Delhi Region only. The scope of audit intended to assess efficient planning
mechanism, efficient execution of maintenance activities and effective monitoring and
complaint redressal mechanism. Major Audit observations in brief were as under:

Planning mechanism

Planning is important exercise which aids in decision making and maximising the use of
the limited resources. Audit found that CPWD Divisions had neither prepared Annual
Action Plans nor Registers of Buildings. The inspections of buildings/structures had also
not been carried out as per the prescribed norms. As a result, Audit could not derive a
reasonable assurance about the existence of an efficient planning mechanism for timely
assessment of requirements and prioritisation of maintenance works by CPWD.

(Para 4.4.4.1)
Execution of works

During execution of works, instances of non-appointment of technical representative by
the Division were noticed. Besides, non-use/less use of material, use of material without
quality testing were also observed due to which works were rendered sub-standard.
Provisions of the CPWD Manual were not followed in maintenance of records such as the
Material at Site register, Site Order Book, Inspection Register, etc. In specialised works,
neither Guarantee Bonds were obtained nor 10 per cent security from the bills of the
contractor was deducted. There were also instances of extending undue benefits to the
contractor.

(Para 4.4.4.2)
Monitoring and complaint redressal

Data analysis revealed a number of shortfalls in the working of CPWD viz., delays in
disposal of complaints, delays in handing over physical possession, etc. There was
pendency of complaints for long periods which indicated laxity in redressal of complaints
and lack of monitoring, leading to dissatisfaction among the allottees and also loss of
revenue to the public exchequer due to delayed handing over of quarters. Instances of
non-adherence to a number of provisions of the Maintenance Manual and monitoring
mechanisms such as attending to offline complaints, non-carrying out of physical
inspections as per norms, etc. were also noticed.

(Para 4.4.4.3)
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With regards to audit findings in the Para, Audit recommends that:

1.

10.

11.

12.

CPWD may strengthen its planning mechanisms by ensuring preparation of
Annual Action Plans based on objective inputs. A format for collection of
information required to prepare Annual Action Plans needs to be devised. An
online system may also be devised for preparation of AAP and collection of
information for the same to ensure effective monitoring and control.

The Register of Building as prescribed by the CPWD Maintenance Manual,
indicating particulars of property, year of construction/purchase, recorded
value, source of funds, object of construction, record of plants maintained, etc.,
should be maintained by each division of CPWD and CPWD Sewa may also be
updated accordingly.

CPWD may strengthen its planning mechanism by regular inspection of the
buildings/structures at each level and to report deficiencies to ensure necessary
remedial action as prescribed by the Manuals.

Compliance to provisions of CPWD Manuals/General Conditions of Contracts
pertaining to appointment of technical representatives may be ensured for his/her
availability for proper supervision of work at site during all the stages of work.

Provisions of CPWD Manuals pertaining to testing of material brought at site
may be complied with to ensure use of quality material.

Provisions of CPWD Manuals pertaining to obtaining of Guarantee Bonds and
deduction of 10 per cent security from the bills of the contractors in specialised
works may be adhered to. A mechanism should be devised to collate the
complaints and link with improper/sub-standard work to ensure rectification of
the same by the contractor or recovery thereof.

Inspection Registers and Site Order Books should be maintained as prescribed
in the CPWD Works Manual for proper monitoring of the works.

Requirements of quantity of materials to be used in the work should be complied
with and the material brought at site be properly accounted for in the Material
at Site Register. Responsibility should be fixed for short accountal/usage.

Provisions of Agreement regarding recoveries from the bills of contractor need
to be strictly complied with.

CPWD may ensure proper use of CPWD Sewa for monitoring and managing
the complaints to ensure timely redressal of the same.

CPWD may ensure promptness in handing over physical possession of quarters
to allottees in accordance with the norms prescribed.

CPWD may ensure strengthening of their monitoring mechanisms regarding
complaints at various level, i.e., Junior Engineer/Assistant Engineer/Executive
Engineer. It may be ensured that all complaints are entered on CPWD Sewa.

(Para 4.4)
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Office of Development Commissioner (MSME)

The office of Development Commissioner (MSME) released inadmissible amount of
X 50.50 lakh to Haryana State Industrial & Infrastructure Development Corporation
Limited (HSIIDC) as reimbursement towards expenditure incurred before approval of a
project under Micro and Small Enterprises — Cluster Development Programme. The
amount was yet to be recovered from HSIIDC.

(Para 5.1)

Ministry of Mines

Geological Survey of India placed (December 2005) an order for procurement of
helicopter to Hindustan Aeronautics Limited at X 34.87 crore and also placed
(March 2009) procurement order for heliborne geophysical sensor survey system to
M/s PICO Enirotec Inc., Canada at a cost of US$ 39,91,674 (equivalent to X 19.17 crore)
through global tender. Due to delay in procurement of heliborne sensor survey system,
the helicopter was kept under paid maintenance and safe custody of Hindustan
Aeronautics Limited from March 2009 to November 2013. During the test flight in May
2014, one part of the heliborne sensor survey system got damaged. Thereafter, very
limited heliborne survey could be conducted due to repeated technical snags even after
repairs. Facing technical constraints of the heliborne system and helicopter, Geological
Survey of India proposed (July 2017) disposal of helicopter as well as geophysical sensor
survey system. The Ministry of Mines subsequently approved (September 2017) the
proposal for disposal of helicopter only. Geological Survey of India handed over
(May 2019) the helicopter to Hindustan Aeronautics Limited at a price of ¥ 9.22 crore
while the heliborne geophysical sensor survey system remained in idle condition with the
Geological Survey of India. Audit observed that deficient cost benefit analysis coupled
with lack of due diligence in evaluating the technical aspects of the helicopter and the
geophysical survey system prior to their procurement resulted in unfruitful expenditure of
X 81.88 crore and also frustrated the very purpose of such procurement as Geological
Survey of India could survey only two per cent of their envisaged target of survey of
three lakh line kilometres.

(Para 6.1)

National Mineral Exploration Trust
Functioning of National Mineral Exploration Trust

National Mineral Exploration Trust (NMET) was set up (August 2015) as a non-profit
body to expedite mineral exploration in the country with NMET contribution as its source
of financing. The holders of mining lease or prospecting licence-cum-mining lease are
required to pay NMET contribution at the rate of two per cent of the royalty payable to
the State Government. Severe discrepancies however exist in reconciliation of NMET
contribution even after six years of its inception. There was consistent shortfall in
utilisation of allocated budget due to delay in initiating reimbursement, undue dependence
on Mineral Exploration Corporation Limited /Geological Survey of India, lack of
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participation of private exploration agencies, want of capacity building programmes and
inadequate scrutiny of project proposals.

(Para 6.2.3.1)

Further, the exploration projects approved by NMET were skewed towards bulk minerals
and it did not accord required priority to exploration of strategic and critical minerals
which was one of prime objectives of its establishment. There were deficiencies in
diligent scrutiny of projects by Technical-cum-Cost Committee as well.

(Paras 6.2.3.2 and 6.2.3.3)

Although NMET was intended to function as an autonomous body since inception, undue
control of the Ministry of Mines and lack of full autonomy resulted in several
administrative and functional problems such as non-preparation of its separate budget or
annual accounts. As a result, no audit of annual accounts could be conducted till date
(October 2022). In the absence of autonomy, NMET not only failed to achieve its
intended purposes effectively but also funding operations thereof were not managed in an
organised manner. Further, non-development of adequate control mechanisms and
non-preparation of separate budget affected the effectiveness and economy of NMET’s
operations. All these resulted in inadequacy of impetus required to cater to the need of
mineral exploration in the country.

(Para 6.2.3.8)

With regard to Audit findings in the Para, Audit recommends that:

1. In view of the statutory nature of NMET contribution and its significance for
mineral exploration in the country, NMET may ensure reconciliation of NMET
contribution due to be collected, actually collected and that deposited into the
Consolidated Fund of India.

2. Ministry may take steps for incorporating enabling provision to empower
NMET to call for information with specified periodicity from both Indian
Bureau of Mines and State Governments.

3. Ministry may consider incorporating suitable penal provisions/penalty for
delayed deposit of NMET contribution in Act or Rules.

4. NMET may take necessary steps to reinforce its project scrutiny process,
streamline tendering process, monitoring of ongoing projects, increase
participation of private parties, organise capacity building programs, etc., to
increase utilisation of idle funds.

5. NMET may ensure holding required number of meetings of its Governing Body
at regular intervals and get its annual plan and budget approved prior to
sending the same to the Parliament to have greater control and monitoring on
its affairs.
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6. NMET may take measures for prioritising the project proposals in consultation
with Central Geological Planning Board and accord suitable priority to
strategic and critical mineral projects while sanctioning funds to Notified
Exploration Agencies.

7. NMET may frame a Standard Operating Procedure regarding conduct of
business of its Technical-cum Cost Committee with appropriate duration
allotted for each project in order to evaluate the proposals scrupulously.

8. NMET may devise and implement a robust mechanism for monitoring of its
ongoing projects to have a better control on project execution and expenditure.

9. NMET may ensure that exploration agencies plan their field work in a time
bound manner and carry out execution only after appropriate approvals are
obtained.

10. Ministry may expedite according full autonomy to NMET so that it is
strengthened to play its role of national importance with its own set of
infrastructure and human resources as envisaged. This would enable the Trust
to take decisions more independently and overcome hurdles faced by it in
present dispensation.

11.  NMET may have an ideal mix of borrowed and permanent staff to maintain
healthy in-house cadre and continuity in organisation.

(Para 6.2)
Syama Prasad Mookerjee Port

Haldia Dock Complex of Syama Prasad Mookerjee Port (Port) allotted (February 2016)
land to the M/s Dinesh Chandra R Agarwal Infracon Private Limited, a contractor
engaged by Calcutta Haldia Port Road Company Limited without any charge and without
approval of the competent authority. The Port raised (January 2017 and June 2017)
invoices towards licence fee for the period from February 2016 to January 2017 and
thereafter, stopped raising the same since no payment was made by the contractor. The
contractor did not pay any licence fee and vacated (January 2021) the land on completion
of the construction of Road Over Bridge cum flyover after occupation of the land for
almost five years without any charges. The Port, thus, extended undue benefit to the
contractor by allotment of land without any charge leading to a loss of revenue of X 4.06
crore to the Port.

Recommendation:

Syama Prasad Mookerjee Port may fix responsibility on officials of Infrastructure and
Civic Facilities Division of Haldia Dock Complex for allotment of land free of charge
to a private contractor without approval of competent authority and take appropriate
steps to prevent its recurrence in future.

(Para 7.1)
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Visakhapatnam Port Authority
Assessment of Environmental Issues in Visakhapatnam Port Authority

Visakhapatnam Port Authority (VPA), one of the major ports in India, was established in
the year 1933 on the Eastern Coast of India. VPA handled 207.86 million tonnes of
various cargoes during the financial years 2018-19 to 2020-21. The audit on “Assessment
of Environmental Issues in VPA” was conducted for the period of three years from
2018-19 to 2020-21 to review the pollution control measures taken up by VPA and also
review the role of Andhra Pradesh Pollution Control Board in enforcement of
environment related safeguards and their effectiveness, adequacy and compliances. The
main observations noticed during audit were as under:

e Long Term Lease Agreements entered for leasing of port land with various parties
by Visakhapatnam Port Authority stipulates that the lessees should develop
greenery in 10 per cent of the area allotted to them as an anti-pollution measure
failing which double the cost of plantation for 10 per cent of the area of land
including the maintenance cost will be recovered from the lessees without any
notice. Though the stipulated condition was not adhered by the lessees in 112.75
acres, penalties to the tune of X 19.84 crore were not imposed on the lessees.

{Para 7.2.6.1 (iii)}

e Harbour Water Quality Management was deficient as it was noticed that Lead,
Dissolved Oxygen and Total Suspended Solids were found beyond the prescribed
tolerance limits.

{Para 7.2.6.2 (i)}

e [t was observed that Water Consumption and Discharge of Effluents were beyond
the limits stipulated in the Consent for Operation issued by Andhra Pradesh State
Pollution Control Board.

{Para 7.2.6.2 (ii)}

e VPA failed to meet the prescribed annual average standards in respect of emission
of PM o during the years 2018 to 2021 (up to July 2021).

{Para 7.2.6.3 (i)}

e Though Andhra Pradesh State Pollution Control Board has directed VPA to cover
all the stack yards of dusty cargoes (coal and other cargoes) with tarpaulins, it was
observed that, of the examined stacks during the period from January 2019 to June
2021, 15 per cent of the stacks had no tarpaulin coverage at all and the average
surface coverage of the stacks with tarpaulins was only about 60 per cent of dusty
cargo stacks.

{Para 7.2.6.3 (ii)}

e National Green Tribunal instructed Andhra Pradesh State Pollution Control Board
to levy penalty under the principle of “Polluter Pays” as there were
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non-compliances of assurances made to it by VPA. Consequent to the instructions
of National Green Tribunal, Andhra Pradesh State Pollution Control Board
imposed a penalty of X 1.97 crore. It was further observed that even after payment
of such penalty, there was continuous non-compliance of directions of Andhra
Pradesh State Pollution Control Board by VPA subsequently as well.

{Para 7.2.6.3 (iii)}

Noise levels recorded by VPA in respect of its Diesel Generators were in excess of
the prescribed limit of 75 dB (A) and ranged up to 102.7 dB (A) on 22 out of 33
occasions when test was done for various diesel generators at Off Shore Tanker
Terminal Berth, LPG Berth and Oil Refinery-I&Il Berth during the period
2018-19 to 2020-21.

(Para 7.2.6.4)

Role of Andhra Pradesh State Pollution Control Board was deficient as its
monitoring and enforcement mechanism appeared to be very weak as evidenced
by its inaction in the areas of consumption of water, excess discharge of effluents
beyond norms stipulated in the Consent for Operations, excess emission of PMjj,
delayed installation of Sewage Treatment Plant, etc.

(Para 7.2.6.7)

With regard to Audit findings in the Para, Audit recommends that:

1.

Visakhapatnam Port Authority may evolve a well laid down Comprehensive
Environment Management Policy outlining roadmap for abatement of pollution
in synchronisation with its Master Plan.

Visakhapatnam Port Authority may initiate action on the lessees who have not
complied with the contractual obligations relating to plantations.

Visakhapatnam Port Authority may take necessary steps to improve the
Harbour Water quality. So far as role of Greater Visakhapatnam Municipal
Corporation is concerned, matter may be escalated with concerned Authorities.

Visakhapatnam Port Authority may explore alternative methods for increasing
reuse of waste water such as for gardening, flushing toilets, sprinkling on
roads/coal yards to suppress dust, etc. so as to reduce the consumption of fresh
water.

Visakhapatnam Port Authority needs to make greater efforts to ensure adequate
coverage of stacks by tarpaulins so as to reduce the dust emanating from the
cargoes.

Andhra Pradesh Pollution Control Board may consider reviewing the
commitments given by VPA to keep the pollution levels within the norms and
take appropriate timely action against VPA, as warranted.
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Visakhapatnam Port Authority may provide adequate qualified manpower for
the Environment Cell to oversee the environment related activities.

Visakhapatnam Port Authority may conduct Environment Audit regularly and
take remedial action based on the findings of such Audit.

(Para 7.2)
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[ CHAPTER I: INTRODUCTION ]

1.1 About this Report

Compliance Audit refers to examination of transactions relating to expenditure, receipts,
assets and liabilities of audited entities to ascertain whether the provisions of the
Constitution of India and applicable laws, rules, regulations, orders and instructions issued
by the competent authorities are being complied with and also to determine their legality,
adequacy, transparency, propriety, prudence and effectiveness in terms of achievement of
the intended objectives.

Audits are conducted on behalf of the Comptroller and Auditor General of India (CAG) as
per the approved Auditing Standards. These standards prescribe the norms which the
auditors are expected to follow in conduct of audit and require reporting on individual cases
of non-compliance as well as on weaknesses that exist in systems of financial management
and internal control of the entities audited. The Audit findings/observations are expected
to enable the Executive to take corrective action(s), also to frame policies and procedures
that will lead to improved financial management of the organisations, thus, contributing to
better governance.

This chapter, in addition to explaining the planning and extent of Audit, provides a brief
analysis of the expenditure of the Economic and Service Ministries/Departments as listed
out in Annexure-I and their financial management. Chapters II to VII present
findings/observations arising out of the Compliance Audit of the Economic and Service
Ministries/Departments and their Autonomous Bodies as listed out in Annexure-II.

1.2  Authority for Audit

The authority for Audit by the CAG and reporting to the Parliament is derived from Articles
149 and 151 of the Constitution of India respectively and the CAG’s (Duties, Powers and
Conditions of Service) Act, 1971 (Act). CAG conducts audit of expenditure of
Ministries/Departments of the Government of India under Section! 13 and Section? 17 of
the Act.

Bodies established by or under law made by the Parliament and containing specific
provisions for audit by the CAG are statutorily taken up for audit under Section® 19(2) of
the Act. Audit of other organisations (Corporations or Societies) are entrusted to the CAG

I Audit of (i) all expenditure from the Consolidated Fund of India, (ii) all transactions relating to

Contingency Fund and Public Accounts and (iii) all trading, manufacturing, profit & loss accounts,
balance-sheets and other subsidiary accounts.

2 Audit and report on the accounts of stores and stock kept in any office or department of the Union or

of a State.

The duties and powers of the CAG in relation to the audit of the accounts of corporations (not being
companies) established by or under law made by Parliament shall be performed and exercised by him
in accordance with the provisions of the respective legislations.
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in public interest under Section* 20(1) of the Act. Besides, bodies or authorities, which are
substantially financed by grants/loans from the Consolidated Fund of India, are audited by
the CAG under the provisions of Section® 14(1) of the Act.

1.3  Planning and conduct of audit

Compliance audit is conducted in accordance with the principles and practices enunciated
in the auditing standards promulgated by the CAG. The audit process commences with the
assessment of risk of the Ministry/Department as a whole and of each unit thereunder based
on expenditure incurred, the criticality/complexity of its activities, the level of delegated
financial powers, assessment of internal controls and concerns of stakeholders. Previous
audit findings are also considered in this exercise. Based on this risk assessment, the
frequency and extent of audit is decided. An annual audit plan is thereafter formulated to
conduct audit on the basis of such risk assessment. After completion of audit of
selected/planned units, Inspection Reports containing audit findings are issued to the heads
of the units. The units are requested to furnish replies to the audit findings within one
month of receipt of the Inspection Report. Whenever replies are received, audit findings
are either settled or further action for compliance is advised. The important audit
observations arising out of these Inspection Reports are issued separately as draft Audit
paragraphs to the heads of the Administrative Ministries/Departments for their comments
and processed for inclusion in the Reports of the CAG which are submitted to the President
of India under Article 151 of the Constitution.

14  Budget and Expenditure

The comparative position of budget and expenditure® during the reporting period 2020-21
and the preceding year in respect of Economic and Service Ministries/Departments
(wherever applicable) is given in Table 1.1 below.

4 Where the audit of the accounts of any body or authority has not been entrusted to the CAG by or under
any law made by Parliament, he shall, if requested so to do by the President or the Governor of a State
or the Administrator of a Union territory having a Legislative Assembly, as the case may be, undertake
the audit of the accounts of such body or authority

Where any body or authority is substantially financed by grants or loans from the Consolidated Fund
of India or of any State or of any Union territory having a Legislative Assembly, the CAG shall, subject
to the provisions of any law for the time being in force applicable to the body or authority, as the case
may be, audit all receipts and expenditure of that body or authority and to report on the receipts and
expenditure audited by him.

¢ Appropriation Accounts of the respective years
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Table 1.1: Budget and Expenditure of Economic and Service Ministries/Departments

(X in crore)

Ministry/ Year Budget Actual Unspent % of
Department Estimate expenditure budget unspent
(BE) budget
against
BE
Ministry of Chemicals and Fertilizers
Department of Chemicals | 2020-21 295.70 293.04 2.66 0.90%
& Petrochemical 2019-20 370.18 365.12 5.06 1.37%
Eatstiny @ il Avthion 2020-21 4,131.62 4,090.18 41.44 1.00%
2019-20 4,500.02 3,646.82 853.20 18.96%
Ministry of Coal 2020-21 882.63 571.64 310.99 35.23%
2019-20 1,159.06 823.00 336.06 28.99%
Ministry of Commerce and Industry
Department of Commerce 2020-21 6,219.33 4,582.82 | 1,636.51 26.31%
2019-20 6,998.78 6,944.44 54.34 0.78%
Department of Promotion | 2020-21 8,254.67 7,559.13 695.54 8.43%
of Industry and nternal | 20192016 510,54 642320 8725  134%
Ministry of Corporate | 2020-21 752.63 666.54 86.09 11.44%
Affairs 2019-20 639.84 582.11 57.73 9.02%
Ministry of Finance
Department of Financial | 2020-21 60,780.64 48,939.16 | 11,841.48 19.48%
Services 2019-20 83,884.03 83,233.52 650.51 0.78%
Department of Investment | 2020-21 132.11 71.72 60.39 45.71%
& Public Asset | 2019-20 132.08 105.1 26.98 20.43%
Management
Department of Public | 2020-21 24.15 16.15 8.00 33.13%
Enterprises’ 2019-20 22.64 21.09 1.55 6.85%
Ministry of  Heavy | 2020-21 1,532.45 896.55 635.90 41.50%
Industries 2019-20 1,367.01 1,306.19 60.82 4.45%
Ministry of Housing & | 2020-21 67,786.29 53,410.65 | 14,375.64 21.21%
Urban Affairs 2019-20 55,146.07 42,353.64 | 12,792.43 23.20%
Ministry of Micro Small | 2020-21 8,572.24 5,647.83 | 2,924.41 34.11%
and Medium Enterprises 2019-20 7,011.31 6,717.54 293.77 4.19%
Ministry of Mines 2020-21 1,851.41 1,435.28 416.13 22.48%
2019-20 1,825.55 1,466.68 358.87 19.66%
Ministry of Petroleum and | 2020-21 46,813.02 42,189.88 | 4,623.14 9.88%
Natural Gas 2019-20 45,501.86 42,812.23 | 2,689.63 5.91%
Ministry of Ports, | 2020-21 2,365.01 1,907.63 457.38 19.34%
Shipping &Waterways 2019-20 2,653.67 2,193.46 460.21 17.34%
T AR 2020-21 22,284.79 14,940.49 | 7,344.30 32.96%
2019-20 22,900.29 21,135.10 | 1,765.19 7.71%
Ministry of Road | 2020-21 1,96,544.85 1,89,789.88 | 6,754.97 3.44%
Transport & Highways 2019-20 | 1,66,616.66 1,52,161.35 | 14,455.31 8.68%

7 As per the Gazette Notification dated 6 July 2021 of the Cabinet Secretariat, the administrative control
of the Department of Public Enterprises has been shifted from the Ministry of Heavy Industries and
Public Enterprises to the Ministry of Finance and the Ministry of Heavy Industries and Public
Enterprises has been renamed as Ministry of Heavy Industries.

3
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Ministry/ Year Budget Actual Unspent % of

Department Estimate expenditure budget unspent

(BE) budget

against

BE

ity o7 Szl 2020-21 100.00 74.31 25.69 25.69%
2019-20 241.29 194.33 46.96 19.46%
Ministry of Textiles 2020-21 3,520.98 3,146.97 374.01 10.62%
2019-20 4,857.33 4,455.19 402.14 8.28%
R ity @ Tam 2020-21 2,506.10 1,138.43 | 1,367.67 54.57%
2019-20 2,189.24 1,399.21 790.03 36.09%
Total 2020-21 | 4,35,350.62 3,81,368.28 | 53,982.34 12.40%

2019-20 | 4,14,527.45 3,78,339.41 | 36,188.04 8.73%

From the above table, it may be seen that:

® The total expenditure of the above Ministries/Departments of the Government of
India during 2020-21 was X 3,81,368.28 crore as against X 3,78,339.41 crore in
2019-20 viz., an increase of X 3,028.87 crore (0.80 per cent).

e Qut of the total expenditure of I 3,81,368.28 crore incurred by the
Ministries/Departments during 2020-21, 49.77 per cent was incurred by Ministry
of Road Transport & Highways followed by Ministry of Housing and Urban Affairs
(14.01 per cent) and Department of Financial Services (12.83 per cent).

e The Ministries/Departments having increase in actual expenditure over the previous
year were the Ministry of Housing and Urban Affairs, Ministry of Road Transport
and Highways, Ministry of Corporate Affairs, Ministry of Civil Aviation and
Department for Promotion of Industry and Internal Trade. Decrease in actual
expenditure over the previous year was observed in the remaining
Ministries/Departments during 2020-21.

e With reference to the total budget provision of X 4,35,350.62 crore during 2020-21,
the Ministries/Departments had an overall unspent budget of I 53,982.34 crore
which constituted 12.40 per cent of the total grant/appropriation, as against the
unspent budget of 8.73 per cent during 2019-20.

1.5 Utilisation Certificates

As per the General Financial Rules, certificates of utilisation in respect of grants released
to statutory bodies/organisations are required to be furnished within 12 months from the
closure of the financial year by the concerned bodies/organisations. The
Ministry/Department-wise details indicating the position (as on March 2021) of 5,570
outstanding utilisation certificates involving an amount of X 18,186.67 crore in respect of
grants released up to March 2020 by 13 Ministries/Departments that remained outstanding
after 12 months from the end of the financial year in which the grants were released are
given in Annexure-III. The age-wise position of outstanding utilisation certificates is
summarised in Table 1.2 below:
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Table 1.2: Position of outstanding Utilisation Certificates (UCs)
(X in crore)

Range of delay in number of years UCs outstanding as on 31 March 2021
Number Amount
0-1 1,445 7,090.80
1-5 2,832 9,470.48
Above 5 1,293 1,625.39
Total 5,570 18,186.67

In respect of the above 5,570 utilisation certificates involving X 18,186.67 crore, no
assurance could be derived that the amount had actually been incurred for the purpose for
which it was sanctioned/authorised by the Legislature. High pendency of utilisation
certificates is fraught with risk of misappropriation of funds and fraud.

The outstanding utilisation certificates  predominantly pertain to seven
Ministries/Departments. These constitute 97.20 per cent of total outstanding utilisation
certificates, value of which is 97.63 per cent of the total outstanding amount. The position
of the outstanding utilisation certificates with significant money value relating to the seven
Ministries/Departments, as on March 2021, is given in Table 1.3 below:

Table 1.3: Utilisation certificates outstanding as on 31 March 2021
(X in crore)

SI. No. Ministry/Department Till March® 2020
Number Amount
1. |Ministry of Housing and Urban Affairs 1,721 12,223.29
2. |Ministry of Textiles 2,961 855.70
3. |Department of Financial Services 43 3,087.25
4. |Ministry of Micro, Small and Medium Enterprises 572 820.11
5. |Ministry of Tourism 84 361.78
6. |Department of Chemicals & Petrochemicals 13 215.22
7. |Ministry of Road Transport and Highways 20 191.72
Total 5,414 17,755.07

1.6  Delay in submission of accounts by Central Autonomous Bodies (CAB)

The Committee on Papers Laid on the Table of the House had recommended in its First
Report (1975-76) that every Autonomous Body (AB) should finalise/prepare its accounts
within a period of three months after close of the accounting year (Financial Year) and
make them available for audit. This is also stipulated in Rule 237 of the General Financial
Rules, 2017.

Table 1.4 below shows delay in submission of accounts for the year 2020-21 by the CABs
for audit:

8 For grants released till March 2020
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Table 1.4: Delay in submission of accounts for the year 2020-21 by CABs

Period of Delay
Up to 1 month 1-3 months 3-6 months | Beyond 6 months
No. of CABs 17 11 7 6

The details of CABs whose accounts for the year 2020-21 and/or the preceding year
(2019-20) were delayed are given in Annexure-IV. Maximum delays in submission of
accounts for the year 2020-21 was observed in case of Rajiv Gandhi National Aviation
University (8 months), Rajiv Gandhi Institute of Petroleum Technology (8 months),
National Jute Board (8 months), Seamen’s Provident Fund Organisation (9 months), Coal
Mines Provident Fund Organisation (13 months), and National Automotive Testing and
R&D Infrastructure Project Implementation Society (13 months).

1.7  Delay in presentation of audited accounts of CABs before Parliament

The Committee also recommended that the audited accounts of ABs be laid before
Parliament within nine months of the close of the financial year i.e., by 31 December of the
subsequent financial year.

The CABs which did not get its audited accounts for the year 2020-21 laid before either or
both the houses of the Parliament (as on October 2022) is as mentioned in Table 1.5:

Table 1.5: CABs for which audited accounts for the year 2020-21 were issued but
not presented to Parliament

SI. No. | Name of the CAB
Central Silk Board, Bengaluru

Visakhapatnam Port Trust, Visakhapatnam

National Institute of Design, Madhya Pradesh

National Jute Board, Kolkata

Seamen’s Provident Fund Organisation, Mumbai

ANl B I e

Stressed Assets Stabilisation Fund, Mumbai

Further, there were 33 CABs whose audited accounts for the year 2020-21 had been laid in
the Parliament after the due date. Similarly, there were 52 CABs whose audited accounts
for the year 2019-20 had been laid in the Parliament after the due date. The details are
shown in Annexure-V.

1.8 Results of certification of audit

Separate Audit Reports for CABs audited under Sections 19(2) and 20(1) of the
Comptroller and Auditor General’s (Duties, Powers and Conditions of Service) Act, 1971,
are appended to the certified final accounts that are to be tabled by respective Ministries in
the Parliament. Some of the significant observations issued on financial statements of
CABs for the year 2020-21 are given in Annexure-VI. Some of the other important
deficiencies noticed during the audit of Annual Accounts of CABs for the year 2020-21 are
as mentioned below:
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a) Internal audit was not conducted in 15 CABs (Annexure-VII)

b) Physical verification of the fixed assets was not carried out in 12 CABs
(Annexure-VIII);

c) Physical verification of the inventories was not carried out in 6 CABs (Annexure-IX);

d) Accounting for gratuity and other retirement benefits was not carried out on the basis
of actuarial valuation in 14 CABs (Annexure-X); and

e) Accounts of five CABs were revised as a result of audit (Annexure-XI).

1.9  Status of pending ATNs

The Public Accounts Committee (PAC), in its 105" Report (Tenth Lok Sabha—1995-96)
which was presented to the Parliament on 17 August 1995, had recommended that Action
Taken Notes (ATNs) on all paragraphs of the Reports of the CAG should be furnished to
the Committee through the Ministry of Finance (Department of Expenditure) within a
period of four months from the date of laying of the Audit Reports on the Table of the
House starting from 31 March 1996 onwards. Subsequently, a Monitoring Cell was created
under the Department of Expenditure which is entrusted with the task of coordination and
collection of the ATNs from all the Ministries/Departments concerned duly vetted by Audit
and sending them to PAC within the stipulated period of four months from the date of
presentation of the Audit Report to the Parliament.

A review of the position of the ATNs on paragraphs included in CAG’s Compliance Audit
Reports Union Government (Civil-Economic & Service Ministries), revealed that 46 ATNs
were due but only 33 were received and were under various stages of correspondence with
the concerned Ministries/Departments (March 2022). Details of the outstanding ATNs are
indicated in Annexure-XII.

1.10 Response of the Ministries/Departments to Draft Audit Paragraphs

The Ministry of Finance (Department of Expenditure), on recommendations of PAC, issued
directions to all Ministries in June 1960 to send their responses on the draft Audit
paragraphs proposed for inclusion in the Report of the CAG within six weeks. The draft
Audit paragraphs are forwarded to the Ministries/Departments concerned drawing their
attention to the Audit findings and requesting them to send their response within prescribed
time period. This report contains 12 Audit paragraphs. The replies of concerned
Ministries/Departments were received in respect of seven paragraphs. The responses
received have been suitably incorporated in the Report (October 2022).
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{ CHAPTER II: MINISTRY OF COAL ]

Coal Mines Provident Fund Organisation

2.1 Failure of the Management to take timely decision to redeem debentures of
Dewan Housing Finance Corporation Limited resulted in avoidable loss of
T 315.35 crore

Failure of Coal Mines Provident Fund Organisation to ensure the safety of its
investments due to lackadaisical approach in redeeming debentures of Dewan
Housing Finance Corporation Limited despite adverse credit ratings led to
avoidable loss of ¥ 315.35 crore.

Coal Mines Provident Fund Organisation (CMPFO), under the administrative control of
Ministry of Coal (MoC), is governed by the Coal Mines Provident Fund and Miscellaneous
Provisions Act, 1948 (Act). The Board of Trustees’ (BoT), administrative agency for
CMPFO, consists of representatives of Central/State Government, employers, and
employees. The Coal Mines Provident Fund Commissioner is the ex-officio member of the
Board and the overall in-charge of the Organisation.

CMPFO invests the investible funds'® to generate optimum returns ensuring safety of the
investments. CMPFO appoints portfolio managers who are responsible for investing the
funds and monitoring the investments on a continuous basis. The scope of services of
portfolio managers, inter-alia, provided that the services shall include investment
management, renewing, reshuffling, and selling the Assets, etc., so as to ensure that the
benefits accrue to the Trust. It also provided for the prior approval of BoT for exercising
any option. CMPFO also formed an Investment Sub-Committee!! which is responsible for
reviewing the status of all investible funds and the performance of portfolio managers on
quarterly basis.

CMPFO, as on March 2020, had an investment of % 1,390.25 crore'? in Non-Convertible
Debentures'® of Dewan Housing Finance Corporation Limited (DHFL). The investment
included Non-Convertible Debentures amounting to X 864 crore having an early

Y Consists of Secretary, Ministry of Coal as Chairman, Commissioner, CMPFO as ex-officio member,
Joint Secretary, Ministry of Coal, Joint Secretary cum Financial Advisor, Ministry of Coal and 11 other
members.

10 Investible fund means fresh accretions, periodical income, redemption, sale proceeds and other surplus
fund received therefrom and transferred to Trustee’s Investment Account at a designated Branch of
the Bank.

I Comprises of Joint Secretary and Financial Advisor, Ministry of Coal as the Chairperson and Joint
Secretary, Ministry of Coal, Commissioner, CMPFO and Director (Finance), Coal India Limited as
members.

2 Investment was made during the period May 2015 to February 2018.

13 A debenture is a medium to long term debt instrument executed by the company acknowledging its
obligation to repay the sum at a specified rate of interest. It is a method of raising loan funds of the
company. Debentures are of two types viz., convertible (which can be converted into shares or equities)
and non-convertible (which cannot be converted into shares or equities).
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redemption clause, which provided the investors right to dispose of the investments before
maturity at par along with accrued interest in case any credit rating agency assign credit
ratings of AA- or below. Balance Non-Convertible Debentures amounting to X 526.25 crore
did not carry such clause of early redemption.

In this regard, Audit observed that CMPFO failed to take timely action for redemption of
DHFL debentures despite adverse credit ratings resulting in avoidable loss of X 315.35
crore. Detailed chronology of events in respect of redemption of debentures of DHFL by
CMPEFO is as under:

Table 2.1: Chronology of events in respect of redemption of debentures of DHFL

Date ‘ Events
21 May 2015 CMPFO through portfolio managers, invested X 1390.25 crore in
to Non-Convertible Debentures (NCDs) of DHFL, which included NCDs

20 February 2018  amounting to X 864 crore having an early redemption clause. Balance
NCDs amounting to X 526.25 crore did not carry such clause of early
redemption.

3 February 2019 and A rating agency (CARE) downgraded ratings of Non-Convertible

6 March 2019 Debentures of DHFL from AA+ in February 2019 to AA- in March
2019.

8 March 2019 Portfolio Managers informed CMPFO regarding downgrading of rating
and sought approval for early redemption of Non-Convertible
Debentures of DHFL.

20 March 2019 On the recommendations of Portfolio Managers, proposals for early
redemption of Non-Convertible Debentures were placed before
Commissioner of CMPFO.

25 March 2019 Commissioner of CMPFO accorded the approval for inclusion in the
items of the agenda for upcoming BoT meeting.

26 March 2019 The BoT meeting was held. However, the proposal for exercising early
redemption of Non-Convertible Debentures was not included in the
agenda of the meeting for obtaining approval of BoT.

14 May 2019 The rating of Non-Convertible Debentures of DHFL was further
downgraded to BBB-.

5 June 2019 The credit rating of DHFL was removed from credit watch of the rating
agencies.

24 June 2019 CMPEFO requested the Joint Secretary, MoC, to take up the matter with

the Chairman, BoT, considering the importance of the matter and
requested to accord approval for exercising the early redemption clause
to safeguard the investment in DHFL
2 July 2019 MoC instructed CMPFO to take appropriate action to bring the referred

proposal for consideration in next BoT.

9 August 2019 CMPFO requested Joint Secretary, MoC for conveying suitable date
and time for holding the 172" BoT meeting.

16 August 2019 MoC requested Commissioner, CMPFO to finalise the Action Taken
Report of the previous (171%) BoT meeting before proposing for
convening next (172™) BoT meeting.
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Date Events ‘

9 September 2019 | MoC issued reminders to CMPFO for early action on its letter dated

30 September 2019 | 16 August 2019.
14 October 2019
24 October 2019 The ATR of the 171* BoT meeting was approved by Chairman, BoT.
15 November 2019 = CMPFO informing tentative agenda to MoC, requested Secretary, MoC
to convey suitable date and time for proposed 172" BoT meeting with
a copy to Joint Secretary, MoC
20 November 2019 | Owing to governance concerns and defaults in meeting various payment
obligations, the Reserve Bank of India superseded the Board of DHFL.
29 November 2019 | Reserve Bank of India filed a petition before the National Company
Law Tribunal (NCLT) under the Insolvency and Bankruptcy Code
(IBC) for initiation of Insolvency Process against the company.
3 December 2019 NCLT initiated insolvency proceedings against DHFL and announced
commencement of moratorium with effect from date of filling of
petition i.e. 29 November 2019.
20 December 2019  The 172" BoT meeting held and it approved the option for exercising
early redemption in respect of Non-Convertible Debentures held in
DHFL, though the above right had lapsed after commencement
(November 2019) of moratorium.
7 June 2021 NCLT approved the resolution plan of DHFL through which CMPFO
received realisation proceeds of X 662.58 crore only.

It could be seen from the above that:

CARE (a rating agency) downgraded ratings of Non-Convertible Debentures of DHFL
from AA+ in February 2019 to AA- in March 2019. The Portfolio Managers informed
(March 2019) CMPFO regarding downgrading of rating and sought approval for early
redemption of Non-Convertible Debentures held in DHFL.

The option for exercising early redemption, based on the recommendations of Portfolio
Managers, was proposed to be included as one of the items for agenda in next BoT to be
held on 26 March 2019. The proposals were placed (20 March 2019) before
Commissioner of CMPFO who accorded the approval (25 March 2019) for inclusion in
the items of the agenda for upcoming BoT meeting. Despite approval of the
Commissioner, the proposal for exercising early redemption was not included in the
agenda of the BoT for discussion and obtaining approval of BoT.

The rating of Non-Convertible Debentures of DHFL was further downgraded
(14 May 2019) to BBB- and subsequently removed (5 June 2019) from credit watch of
the rating agencies.

Owing to governance concerns and defaults in meeting various payment obligations, the
Reserve Bank of India superseded (20 November 2019) the Board of DHFL and filed a
petition (29 November 2019) before the National Company Law Tribunal (NCLT) under
the Insolvency and Bankruptcy Code (IBC) for initiation of Insolvency Process against
the company. NCLT initiated (03 December 2019) insolvency proceedings against

10
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DHFL and announced commencement of moratorium'* with effect from date of filling
of petition i.e., 29 November 2019.

e The BoT finally approved (20 December 2019) the option for exercising early
redemption in respect of Non-Convertible Debentures held in DHFL, though the above
right had lapsed after commencement (November 2019) of moratorium.

e Though the Investment Sub-Committee was required to meet quarterly for review of
investments, it did not call for any meetings during the intervening period of BoT’s
meeting (held on 26 March 2019) till commencement of moratorium
(29 November 2019). Further, there was no BoT meeting held during the period to
approve the proposal of exercising early redemption option.

¢ As per the resolution plan of DHFL approved (7 June 2021) by NCLT, CMPFO received
realisation proceeds of ¥ 662.58 crore'> only.

Thus, it is evident from the facts highlighted above that despite recommendations by the
Portfolio Managers in March 2019 and having the early redemption clause in
Non-Convertible Debentures amounting to ¥ 864.00 crore, CMPFO failed to exercise the
option, which resulted in avoidable loss of ¥ 315.35 crore'S.

CMPFO while accepting the Audit observations, stated (January 2022) that CMPFO had
incurred a loss in DHFL although it had taken all the necessary measures to avoid the loss.
Further, even if the option had been exercised, it was not certain whether it could have
received/recovered the amount at that time. It also stated that the reason for delay in taking
decision was due to the fact that this type of uncertain incident had happened for the first
time in the organisation. A resolution was passed giving powers to the Investment
Sub-Committee for taking decision on all issues pertaining to investments of CMPFO,
which could help in taking timely decision by the Investment Sub-Committee in future on
such issues to avoid any loss to CMPFO.

The Ministry replied (March 2022) that the draft agenda approved by the Commissioner,
CMPFO on 25 March 2019 could not be placed in the BoT meeting held on 26 March 2019,
as the agenda for the meeting was already circulated seven days before the meeting.
Subsequent meeting of BoT also could not be held till December 2019 as the Action Taken
Report of the last BoT meeting (March 2019) could not be finalised till October 2019. The
delay in exercising early redemption option was procedural.

The response of the Management/Ministry needs to be viewed in light of the following:

e (CMPFO had the option to exercise early redemption in respect of Non-Convertible
Debentures amounting to X 864 crore. CMPFO could have taken prompt/timely action
on the recommendations of Portfolio Managers for early redemption of

4 Commencement of moratorium under section 14 of IBC prohibits the recovery of any property by an

owner or lessor where such property is occupied by or in the possession of the corporate debtor.

15 F113.93 crore in cash against Non-Convertible Debentures not having early redemption option and

Z187.05 crore in cash along with securities worth ¥361.60 crore for Non-Convertible Debentures
having early redemption option.

16 F864.00 crore — T187.05 crore received as cash - ¥361.60 crore received as securities.

11
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Non-Convertible Debentures when its rating became AA-, to safeguard the funds of X
864 crore at that juncture.

e Though the Commissioner of CMPFO approved the proposal for exercising early
redemption option as an agenda item for BoT meeting of March 2019, the same could
not be implemented due to non-inclusion of the same as agenda item in the Board
Meeting. Approval of BoT was taken belatedly in December 2019, after a delay of
eight months when the right of early redemption had already lapsed due to
commencement of moratorium in November 2019. Delayed decision by CMPFO
resulted in the loss of opportunity to avail timely redemption option and safeguarding
its funds.

e The reason, cited by Ministry in its response, for non-placement of agenda in the BoT
meeting of 26 March 2019 as ‘agenda for the meeting was already circulated seven
days before the meeting’ is not convincing in view of the fact that Commissioner,
CMPFO, who was also the ex-officio member of BoT could have taken up the issue in
the meeting considering the importance and urgency of the matter in the agenda item
number XI - ‘any other issue with the permission of Chair’.

e Despite approval of the Commissioner of CMPFO for inclusion of the proposal for
exercising early redemption option as an agenda item for the upcoming BoT meeting
(March 2019), non-inclusion of the same in the said meeting and delay in taking
prompt action on the issue points to serious lapses in the management.

Thus, due to non-redemption of DHFL debentures despite adverse credit ratings, CMPFO
incurred an avoidable loss amounting to X 315.35 crore.

Recommendation

Failure of the Management in taking timely action for redemption of debentures of
DHFL may be investigated for fixation of responsibility. Management may strengthen
the system to monitor the investment made in debentures, etc. so as to ensure the safety
of the invested funds.

2.2 Operation of Coal Mines Pension Scheme 1998 and Coal Mines Deposit Linked
Insurance Scheme 1976

2.2.1 Introduction

Coal Mines Provident Fund Organisation (CMPFO), an Autonomous Body under the
Ministry of Coal, Government of India, was established under the Coal Mines Provident
Fund and Miscellaneous Provisions Act, 1948 (the Act) to implement social security
schemes for the benefits of employees employed in or in connection with coal mining. The
schemes being implemented are the Coal Mines Provident Fund Scheme, 1948 (CMPES),
the Coal Mines Pension Scheme 1998 (CMPS) and the Coal Mines Deposit Linked
Insurance Scheme, 1976 (DLI).
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2.2.2 Organisational structure

The Board of Trustees (BoT) is the administrative agency for imple