Report No. 38 of 2010-11

CHAPTER VII : MINISTRY OF MICRO, SMALL AND MEDIUM
ENTERPRISES

Indian Institute of Entrepreneurship, Guwahati

7.1 Fraudulent withdrawal of government money

A practice of withdrawing excess money over and above the sanctioned
amount by altering the figures of passed bills was prevailing in the
Indian Institute of Entrepreneurship, Guwahati. A test check of
vouchers revealed that Government money of I24.51 lakh was
withdrawn fraudulently during 2005-06 and 2006-07 due to lack of
effective internal control mechanism in the Institute.

Internal control is an integral process that is affected by an entity’s
management and is designed to address risk and to provide reasonable
assurance that in pursuit of the entity’s mission, the general objectives are
achieved. One of the objectives of internal control is to safeguard resources
against loss, misuse and damage.

During the audit (May 2010) of the Indian Institute of Entrepreneurship,
Guwahati, it was observed that alteration of figures by tampering original
figures in summary sheets/bills for travelling allowances, medical
reimbursement, canteen expenditure, programme expenditure etc. was a
regular practice. These alterations were not attested by the competent
authority. A test check of vouchers for 2005-06 and 2006-07 revealed that an
amount of X 24.51 lakh (involving 440 vouchers) was withdrawn in excess of
actual expenditure resulting in fraudulent withdrawal of Government money
facilitated by weak internal control mechanism in the Institute.

The Institute stated (August 2010) that a Chartered Accountant firm had been
appointed for having an independent view on the audit observations. The
Chartered Accountant firm confirmed the audit observations in its report. The
Institute, further stated (December 2010) that two responsible officials had
been placed under suspension and departmental proceedings had been
contemplated.

However the reply of the Institute was silent about the action taken to
strengthen the internal control mechanism to avoid such lapses in future.

The matter was reported to the Ministry in February 2011; their reply was
awaited as of date.
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Khadi and Village Industries Commission

7.2  Failure to pursue recovery of loan with interest

Failure of Khadi and Village Industries Commission to compute
surplus funds correctly and pursue recovery of outstanding loan as per
terms and conditions resulted in non-recovery of loan of ¥ 2.02 crore
along with interest of ¥ 90.89 lakh.

The Khadi and Village Industries Commission (KVIC), Mumbai provides
interest free working capital loans to institutions engaged in development of
khadi. According to the terms and conditions governing khadi loans and
subsequent instructions issued by Standing Finance Committee surplus
working fund with the Institutions should be identified. If surplus working
fund is identified with the Institution and the same is held continuously for
two years, the surplus fund so held at the end of the second year is treated as
overdue and recovery thereof shall be effected along with interest at five per
cent per annum from the date of ending of the two year period. The
availability of surplus fund in each year is computed by KVIC by deducting
the working fund from the gross eligibility of that year.

Audit scrutiny revealed (November 2008) that a loan of ¥ 2.02 crore was
outstanding from Mumbai Khadi and Village Industries Association, Mumbai,
a society registered under the Societies Registration Act 1960, as on March
1998. The examination of Association’s balance sheets revealed that it had
own fund of ¥ 1.66 crore as on March 1999, ¥ 2.59 crore as on March 2000
and X 3.74 crore as on March 2001. Accordingly, the surplus fund worked out
to ¥ 1.41 crore as on March 1999, ¥ 2.71 crore as on March 2000 and T 3.67
crore as on March 2001. Since surplus fund was available in two consecutive
years, the Khadi working capital loan became repayable immediately by
March 2001. However, while computing the working fund availability of the
Association, KVIC did not consider own fund which resulted in non-
identification of surplus fund with the Association. Thus, improper
computation of working fund resulted in non-recovery of loan of I 2.02 crore
along with interest amounting to ¥ 90.89 lakh'.

While accepting the audit observation, KVIC stated (December 2008) that the
institution was being pursued for recovery. However, it had not intimated any
recovery so far.

The matter was reported to the Ministry in July 2010; their reply was awaited
as of February 2011.

! Interest has been calculated at a rate of five per cent per annum for the period from April
2001 to March 2010.

33




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


