[ Chapter-5 ]

[ Operational Controls ]

The operational controls of the entity’'s operatiosisould be orderly, ethical,
economical, efficient and effective. General expgohs are that public servants
should serve the public interest with fairness muachage public resource ethically.

Four case studies discussed in the succeedingrpphesgbring out the failure of the
Government to observe the operational controlsth@& test-checked offices of
15 departments during 2008-09 and 2009-10, relatnts policies and guidelines of
schemes being implemented in the State.

Health and Family Welfare Department

5.1 Procurement of bed nets of shorter shelf-life men bed nets of longer
shelf-life were available and their delayed distriition

GOl decision (i) below Rule 6 of GFR provides

treated bed nets of shorter shelt- that: Every offl_cer is expected to exercise the
life when bed nets of longef S&Me€ vigilance in respect of expenditure incurred
shelf-life were available at sam¢ from public moneys as a person of ordinary
rates and their delayed Prudence would exercise in respect of expenditure
distribution resulted in wasteful| of his own money”.

expenditure 01¥83.37 lakh

Procurement of insecticidg

Health and Family Welfare (A) Department
sanctioned (February 20088.88 crore for procurement of long-lasting insedgc
treated bed nets @397 each against award of Twelfth Finance Commissidtne
Director of Health Services (DHS), Assam placedb(Bary 2008) supply order on
M/S Health Circle Private Limited, Guwahati for @iy of 97,853 long lasting
insecticide treated bed nets at the aforesaidwdten February 2008. The supplier
was asked to supply bed nets having shelf-life r# gear, although bed nets with
shelf life of four years were available at sameeriThe firm supplied 68,000 and
29,853 bed nets in March and May 2008 respectively.

Test-check (July 2009) of the records of DHS, Assanealed that the 68,000 bed
nets supplied in March 2008 had shelf-life of odl§ months (date of expiry:

January 2009). Of these 68,000, 47,000 bed nete wasued to different Civil

hospitals of Assam between May and August 2008 ranthining 21,000 bed nets
were issued in February 2009, when their shelfHdd already expired.

Thus, due to acceptance of bed nets having shehdf-life and inability on the part
of the Department to issue the bed nets promptlythair receipt frustrated the
objective of procuring the insecticide treated Imeds. This was not only failure of
operational controls but also led to unfruitful ergliture 0f383.37 laki. Besides,
47,000 bed nets, wor#1.87 crore, issued to different civil hospitalsdtself-life of
only 10 months, which obviously limited the effeethess of the bed nets in terms of

7%397 X 21000 X83.37 lakh.
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time. Significantly, as a part of the same consignme®823 bed nets were received
in May 2008 with shelf-life of almost four yeard, the same price. Thus, ordering
supply of bed nets with shorter shelf-lives (10 d@dmonths) when bed nets with
longer shelf-life were obtained at the same pri@es wjudicious and infraction of
Rule 6 of GFR.

In reply Government stated (March 2010 & July 20th@) the period of effectiveness
is calculated from the date of its use and notdhie of manufacture. Reply of the
Government is contradictory as the stock regigsaifi shows that date of expiry of
the shelf life of the bed nets was one year (uatadry 2009).

Home Department
5.2 In violation of the provision of Assam Jail Mamal, the Government

handed over the work of ‘construction of new Centrh Jail’, to APHC Ltd.,
withdrawing the same from PWD

T fvdidens eesen o i chprding to As;am J_ail Man_u_al, all wo_rks of
Government to handover tha orl_glr_lal nature (including addltlon/al_teratl_on to
work, ‘construction of new| €Xisting structures) as well as all repairs toj#ile
Central Jail’, to APHC Ltd. | buildings, borne on the books of PWD are to be
withdrawing the same from| technically sanctioned and executed by PWD after
PWD in violaton of the| oObtaining the relevant administrative approval
provision of Assam Jaill from the competent authority.
Manual, resulted in extra
expenditure of ¥64.48 lakh| Test-check (May 2009) of the records of the
besides non-completion within) Inspector General of Prisons, Assam revealed that
the schedule resulted in cost ynder the scheme “Modernization of Prison
overrun of5.24 crore. Administration” the Government of Assam had
taken up the work, ‘construction of new Central
Jail at Sarusajai, Guwahati’ and an estimat&l&.26 crore was prepared (December
2004) by the Executive Engineer, PWD (Building), wWainati. Though the
Government of Assam, Home Department accorded &ig2005) the administrative
approval for¥14.31 crore, but necessary technical sanction weasbtained from
PWD. The Inspector General (Prison) entrusted thekwo the Chief Engineer, PWD
(Building), Assam (January 2005) with a requestdmplete the work expeditiously.
The work was started in May 2005 after a delayazirty four months.

Further scrutiny revealed that a meeting was helblgvember 2006) in the official
residence of Hon’ble Minister, Jails and Social ¥, wherein it was decided that
in order to expedite the progress of the works, gbetion of works which were
already started by PWD would be continued and cetegl by them and the
remaining portion of works, which had not yet bestarted by PWD, would be
entrusted to Assam Police Housing Corporation (APH@. This was stated to be
done for expeditious execution with a conditionttttee works would be done by
APHC Ltd through the same contractors to whom theskks had been allotted by
PWD without any alteration in the tendered valuesl derms and conditions.
Accordingly, Home Department entrusted (Decemb&62@ll the works, which had
not been started by PWD, to APHC Ltd. with an mstion to complete the work by
March 2007. PWD handed over the relevant portiorwofks to APHC Ltd in
December 2006.
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Further information revealed that APHC Ltd., insteaf completing the work by
March 2007, submitted in August 2008 i.e., 17 mentfter the schedule of
completion, a revised estimate f22.51 crore, incorporating 1fer cent agency
charge, threger cent contingency charge and twwr cent work charge to Home
Department for Phase —I of the work, though forghme item of works the estimate
of PWD wast13.53 crore. The Administrative Approval of the ised estimate for
%19.55 crore was accorded (November 2008) by Homeafment after allowing
five per cent agency charge &¥88.85 lakh and onper cent contingency charge of
X17.77 lakh. From the physical progress report stibohiby APHC Ltd. till
March 2009, it was noticed that the agency faileccamplete the work (progress
20 to 100 per cent under different components) within the stipulatedte
(March 2007). An amount &¥13.54 crore had already been paid to APHC Ltd. till
May 2009 besides payment of R.77.94 lakh to PWD Hetruary 2008 against their
respective completed items of works.

Thus, the intended objective of expeditious execudf the work through APHC had
not been achieved. Further, the injudicious dexigsibthe Government to handover
the work to APHC Ltd., in violation of the provisiof Assam Jail Manual, resulted
in an extra expenditure &¥64.48 lakh towards payment of fiy@er cent agency
charge to APHC Ltd. There was already (March 20dd}t overrun oR5.24 crore
and time over run of three years.

In reply, Government stated (July 2010) that emtnesnt of Government works to
Public Sector Work Agencies such as APHC Ltd. wasincorporated in the Jalil
Manual, which was last revised in 1934. Besidei8R.td. is officially entitled to 5
per cent agency charge. But the fact remains that Governrhadtto bear an extra
burden ofX¥64.48 lakh towards agency charge due to handing ofv¢he work to
APHC Ltd from PWD. Further, non-completion of theonkw on scheduled date
resulted in cost overrun &b.24 crore.

The injudicious action of the Government to changbe implementing agency
mid-way without taking into consideration the costsenefits and risks involved was
indicative of lax controls vis-a-vis its operations safeguarding the resources of
the State and also to deliver services/goods oretim

Revenue (Reforms) and Disaster Management Departmen

5.3 Injudicious procurement, without budget provison and delay in
payment of supplier’s outstanding claim

According to the Assam Budget Manual,
without budget provision and expenditure _shoulc_i not pe_ incurred on
avoidable delay in payment of SChemes/services without provision of funds. The
supplier's outstanding claim, Director of Land Records and Surveys (DLR),

Injudicious procurement,

resulted in avoidablel Assam placed (September 1998) a supply order on
expenditure of ¥25.11 lakh| the Assam Small Industries Development
towards payment of interest. Corporation Ltd. (ASIDC), Guwahati, a State

Government undertaking, for supply of tent and
tarpaulin valued at¥7.86 lakh (cost of materials¥7.51 lakh and ASIDC'’s
commissionX0.35 lakh). DLR placed the supply order without gmgvision in the
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budget and without any sanction from the GovernmefASIDC entrusted
M/s Assam Tent and Tarpaulin Industries, to supipéymaterials. The materials were
supplied (March 1999) and a bill f&7.86 lakh was submitted by the ASIDC for
payment in March 1999 to DLR.

Test-check (August 2009) of the records of DLR eded that after eight months

(November 1999) of receipt of the materials theeDlior requested the Government
for providing fund for payment to supplier. The @oavment asked (December 1999)
the Directorate to explain the reasons for purclasmaterials when there was no
budget provision for the purpose. The reply furasifAugust 2000 and March 2001)
by the Director was not found satisfactory and shection and provision for fund

were not accorded.

Meanwhile, the supplier approached the Civil Cototsgetting his payment released
from ASIDC. The Court directed (August 2003) forypeent of bill valued at
%7,50,854 with compound interest at the rate op&8cent per annum from the date
of the bill till the date of full and final paymerAs the payment was not received by
the supplier, he again appealed in High Court &alization of his dues and once
again, the Hon’ble High Court ruled in his favoMofember 2006).

As a compliance of the Court orders, Revenue (Respr& Disaster Management
Department accorded sanction f&32.62 lakh for payment of the cost
(X7.51 lakh) of materials to ASIDC with 1fer cent compound interest from
7 July 1999 to 1l6January 20083@5.11 lakh) to M/s Assam Tent and Tarpaulin
Industries, Guwahati. The payments were made betwdanuary 2008
(329.95 lakh) and February 200%2(67 lakh).

Thus, the injudicious supply order placed withouéequired budget provision and
avoidable delay in payment of supplier’'s outstandiolaim and failure of internal
control resulted in avoidable expenditure of25.11 lakh towards payment of
interest.

The Government accepted (April 2010) the obsermatind stated that action had

been initiated against officers responsible fouéssf supply orders without budget
provision.

Power Department

5.4 Delay in payment of outstanding dues

Power Department assumed liabilities (November

. .| 2003) of outstanding dues (as on 31 October 2003)
outstanding dues resulted irf .

e of purchased power by Assam State Electricity

payment of additional/penal X X
interest to the tune of B_oa_rd (ASEB) to GRID Corporation of Orissa
.44 crore. Limited, Bhubaneswar (GRIDCO), under the
Financial Restructuring Plan (FRP). The
outstanding dues wef27.11 crore (PrincipaR47.27 crore and Surcharg€/9.84
crore). A meeting was held (April 2004) between AS&nd GRIDCO to determine
the payment modalities, wherein GRIDCO agreed to iveva
60 per cent surcharge on the request of ASEB.

Delay in payment of
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According to the modalities, the Government of Assaas to payX100.65 crore
(Principal:X79.20 crore and interes¥21.45 crore) over a period of five years from
November 2003 to July 2008 in 20 quarterly instaits. The payment modalities
were accepted by the Government of Assam and the 8&s conveyed (May 2005)
to GRIDCO.

Test-check (May-June 2009) of the records of Dep8scretary, Secretariat
Administration (Accounts) Department revealed tlia¢ Government of Assam
released and paid (between October 2005 and JW& 2005.09 crore to GRIDCO.
An excess payment &4.44 crore 105.09 crore X100.65 crore) had to be made
due to delays (ranging from 9 to 466 days) in paysief principal and interest
thereon. The delay was unwarranted, especiallyiew \of the fact that there were
unsurrendered savings, in each year during 2004-@8 Department, which ranged
from Y137 crore toI4,290 crore under the relevant head of accountthyr
GRIDCO claimed (October 2008) another amount®4.37 lakh, being the interest
and penal interest on the principal loark@D.21 crore, due to delays in payment of
installment on scheduled dates. The Governmentsséh requested (February 2009)
to waive the same; the response of GRIDCO was adéitugust 2010).

Thus, despite availability of budgetary provisithe timely payment was not made to
GRIDCO though the Department was signatory to thgnment schedule. Due to
delay in payment of outstanding dues, as per agraerthe Government had to incur
a loss ofR4.44 crore towards payment of additional and pémarest. The loss of
%4.44 crore could have been avoided if the due pasngere made to the GRIDCO
on time. The Government accepted the audit observatand stated
(June 2010) that the delay occurred in observirgy firmalities of sanction and
release of funds.

This was indicative of poor monitoring and weak ernal controls in the
Department and raises a question mark on the woxkirefficiency of the
Department.
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