




Table of Contents

 

Sl. No. Description Page 
 Preface     1 
 Report on the State Finances : 2009-10  

1 Highlights 3 
2 Summary of Finance Accounts   5 
3 Summary of Appropriation  Accounts   6 
4 Finances of the Government 7 
5 Financial  Management and Budgetary  Control 9 
6 Financial Reporting  10 

Audit Report (Civil): 2009-10 
1. Highlights 11 
2. Implementation of Vidhan Mandal Kshetriya Vikas Nidhi 12 
3. Urban Health Services 13 
4. Implementation of State Road Fund scheme 14 

5. IT Audit on ‘Preparedness for e-Governance in the 
State of Uttar Pradesh’ 

15 

6. Transactions Audit  16 
7. CCO Based Audit of Animal Husbandry Department 17 

Audit Report (Revenue Receipts) : 2009-10 
1. Trend of  Revenue Receipts 19 
2. Review on Transition from Trade Tax to VAT 20 
3. Review on working of Transport Department 20 
4. Review on Receipts from Forest Department 21 
5. Paragraphs 21 
 Audit Report (Commercial) : 2009-10  

1. Highlights 23 

2. Uttar Pradesh State Agro Industrial Corporation 
Limited   

25 

3. Power Generating  undertakings in Uttar Pradesh  26 

4. Information Technology Support System of Revenue 
Billing in Lucknow Electricity Supply Administration 

28 

5. Transaction Audit observations  31 



Preface
In accordance with Article 151 of the Constitution, the Comptroller
and Auditor General of India forwards his Audit Reports on the State
Finances as well as on the points noticed during audit of financial
transactions of the State Government to the Governor, who causes
them to be laid on the table of the Vidhan Sabha.

This epitome presents, at a glance, the contents of the Report on the
State Finances and the Audit Reports (Civil, Revenue Receipts &
Commercial) of the Comptroller and Auditor General of India relating
to the Government of Uttar Pradesh for the year ended 31 March 2010.
The Report on the State Finances contains audit observations on
matters arising from examination of Finance Accounts and
Appropriation Accounts of the State Government and the Audit
Reports contain major findings of audit of financial transactions of
the Government of Uttar Pradesh, Government Companies and
Statutory Corporations of Uttar Pradesh. Other audit observations
which are not contained in these Audit Reports are reported to and
pursued with the Controlling Officers and Heads of Offices.

The Reports of the Comptroller and Auditor General of India on the
transactions of the State Government presented to the Vidhan Sabha
stand referred to the Public Accounts Committee (PAC) in respect of
the Audit Reports on Civil and Revenue Receipts and the Committee
of Public Undertakings (COPU) in respect of the Audit Report
(Commercial). The Government departments are required to submit
suo-moto Action Taken Notes on all Audit Paragraphs and Reviews to
the Committee, duly vetted by Audit. The Committees select some of
the paragraphs/reviews for detailed examination after which a report
containing their observations and recommendations is presented to
the Vidhan Sabha.

The draft of the paragraphs/reviews included in the Audit Reports is
always forwarded to the Secretary of the concerned department for his
comments so that the views of the Government are incorporated in the
Audit Reports before their presentation to the Vidhan Sabha. The
Finance Department has prescribed that the draft paragraphs should
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be dealt with as expeditiously as possible and the comments of the
concerned Department intimated to Audit within a period not
exceeding six weeks. All the draft paragraphs/reviews were
discussed with the heads of administrative departments and
assurance obtained in regard to corrective measures for arresting
potential risks.

This epitome contains a summarised version of the more important
issues included in the Audit Reports. While it has been our
endeavour to keep the contents of this document as close to the
original Reports as possible, the original Reports ought to be referred
to for authentic facts and figures. The names and telephones
numbers of the Officers who could be contacted for any clarification
in respect of different Audit Reports are on the inner page of the
backside cover of this publication.
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Report on the State Finances
This Report is structured in three Chapters. The first two chapters contain
audit observations arising from examination of the Finance Accounts and
Appropriation Accounts of the State Government for the year 2009-10 and
the third chapter provides an overview and status of the Governments
compliance with various financial rules, procedure and directives.

Highlights

Report on the State Finances for the year ended 31 March 2010
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 The revenue receipts increased by 24 per cent during 2009-10 over
the preceding year mainly due to 18 per cent increase in tax revenue
and 101 per cent in non-tax revenue.

 During 2009-10, the revenue expenditure increased by 18 per cent
(` 13,405 crore) relative to 2008-09. Within revenue expenditure,
plan expenditure decreased by ̀  1,590 crore (9 per cent) over the
previous year and the non-plan expenditure increased by ̀  14,995
crore (26 per cent).

 The fiscal priority given to development, social and education
sectors was inadequate in 2005-06 and 2009-10.

 During 2009-10 revenue-GSDP ratio remained constant and
hovered around 7 per cent, but non tax revenue-GSDP ratio
increased by  1.13 per cent relative to previous year despite
withdrawal of debt-waiver facility by Government of India granted
during 2008-09.

 The average return on Government’s investments in statutory
corporations, Government companies, joint stock companies and
co-operatives was 0.013 per cent in the last three years.

 The debt-GSDP ratio was 41 per cent at the end of 2009-10. Nearly
96 per cent of borrowed funds were used for discharging debt
liabilities in last three years.

 Overall fiscal liability of the State increased (35.50 per cent) from
` 1,48,868 crore in 2005-06 to ` 2,01,720 crore in  2009-10.
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 An expenditure of ` 881 crore (March 2010) remained largely
unfruitful on 126 incomplete projects.

 The fiscal position of the State shown improvement in 2009-10
relative to previous year.

 The excess expenditure of ` 10521.32 crore for the period 2005-09
required regularization by the State Legislature.

 Nearly 40 per cent or more expenditure was incurred either during
last quarter or last month of the financial year.

 The Government’s compliance with various financial rules and
procedures was deficient. Utilization certificates in respect of huge
amounts (` 1,049 crore) were not obtained from the grantees.

 Detailed Countersigned Contingent bills were not submitted for
` 122.14 crore for advances drawn on 15,233 Abstract Contingent
bills.



Report on the State Finances for the year ended 31 March 2010

Summary of Finance Accounts

Receipts and disbursements for the year 2009-10

1Includes external assistance of  ` 4.36 crore.
2Excluding net transactions under ways and means advances and overdraft.
3Represents recoupment of the expenditure met out of the fund up to 31 March 2010.

 (` in crore)
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Receipts Disbursements 
 2008-09 2009-10  2008-09 2009-10 

Section A Total Total Section A Total Non-plan Plan Total 
Revenue 
Receipts 

77,830.73 96,420.95 Revenue 
expenditure

75,968.89 73,672.43 15,701.18 89,373.61

Tax 
revenue 

28,658.97 33,877.60 General 
services 

29,769.32 39,817.01 824.29 40,641.30

Non-Tax 
Revenue 

6,766.55 13,601.09 Social 
services 

28,546.01 21,065.79 10,998.49 32,064.28

Share of 
Union 
Taxes/ 
Duties 

30,905.72 31,796.67 Economic 
services 

14,149.35 9,429.60 3,878.40 13,308.00

Grants 
from GoI 

11,499.49 17,145.591 Grants-in-
aid and 
Contribu-
tions 

3,504.21 3,360.03 - 3,360.03

Section B Section B 
Miscellane
ous Capital 
Receipts 

---- --- Capital 
Outlay 

22,345.72 5,866.75 19,224.48 25,091.23

Recoveries 
of Loans 
and 
Advances 

778.09 293.08 Loans and 
Advances 
disbursed 

807.01 732.62 209.23 941.85

Public 
Debt 
Receipts2 

16,760.03 22,489.07 Repayment 
of Public 
Debt 

6,776.49 7,668.59 -- 7,668.59

Contingen
cy Fund 

170.92 82.823 Conting-
ency Fund 

-- -- -- --

Public 
Account 
Receipts 

1,04,251.96 99,907.88 Public 
Account 
disburse-
ments 

1,00,026.64 1,01,780.30 --1,01,780.30

Opening 
Cash 
Balance 

15,200.16 9,067.14 Closing 
Cash 
Balance 

9,067.14 3,405.36 -- 3,405.36

Total 2,14,991.892,28,260.94 Total 2,14,991.89 19,31,260.05 35,134.892,28,260.94
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Summary of Appropriation Accounts for the year 2009-10

 (` in crore)

Note: Figures of actual expenditure include recoveries adjusted as reduction of
expenditure under voted revenue expenditure (`  99.36 crore) and capital
expenditure (`  10,621.19 crore).
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Nature of 
expenditure 

Original 
grant/ 
appropria-
tion 

Suppleme-
ntary grant/ 
appropria-
tion 

Total Actual 
expenditure 

Savings  

Voted I Revenue 76,447.54 2,901.74 79,349.28    72,445.56 6,903.72 

 II Capital 31,807.43 6,959.33 38,766.76 35,299.75 3,467.01 

 III Loans and 
Advances 

1,270.95 213.20 1,484.15 941.85 542.30 

Total Voted 1,09,525.92 10,074.27 1,19,600.19 1,08,687.16 10,913.03 
Charged IV Revenue 16,784.65 615.73 17,400.38 17,027.41 372.97 

 V Capital 416.09 1.57 417.66 412.67 4.99 

 VI Public 
Debt-
Repayment 

17,888.50 0.52 17,889.02 7,668.59 10,220.43 

Total Charged 35,089.24 617.82 35,707.06 25,108.67 10,598.39 

Grand Total 1,44,615.16 10,692.09 1,55,307.25 1,33,795.83 21,511.42 

 



Chapter-1.  Finances of the Government

The revenue receipts increased by 24 per cent during 2009-10
over the preceding year mainly due to 18 per cent increase in
tax revenue and 101 per cent in non-tax revenue. These receipts
were higher than the projections made in the Fiscal Correction
Path (FCP) and Mid Term Fiscal Restructuring Policy (MTFRP)
for 2009-10 by 26 per cent and two per cent respectively. Tax
revenue which is a constituent of the revenue receipts
remained very close to the projections in the FCP and MTFRP
and the normative assessment made by the Twelfth Finance
Commission (TFC). The arrears of revenue ending March 2010
amounted to ` 17,118 crore. Non-tax revenue was also
significantly higher than the projections in the FCP and
MTFRP and the normative assessment made by the TFC. The
cost of collection of major revenue receipts during 2009-10 in
the State was about two times the All India Average.

During 2009-10, the revenue expenditure increased by 18 per
cent (` 13,405 crore) relative to 2008-09. Within revenue
expenditure, plan expenditure decreased by ` 1,590 crore
(9 per cent) over the previous year and the non-plan expenditure
increased by ̀  14,995 crore (26 per cent). The decreases under
plan expenditure were under social services (` 586 crore) and
economic services (  ̀1617 crore) and increases under non-plan
expenditure were under general services (  ̀10,260 crore), social
services (` 4104 crore), economic services (` 775.43 crore) and
grants-in-aid and contribution (  ̀144 crore). Non-plan revenue
expenditure exceeded TFC’s normative projections by 53 per
cent and State’s own FCP by 15 per cent but remained close to the
projections in the State’s MTFRP. The revenue expenditure as a
percentage of total expenditure declined from 83 per cent to 77
per cent. The committed expenditure on salary, pension, interest
payments and subsidies constituted 82 per cent of the non-plan
revenue expenditure during 2009-10.

The fiscal priority given to development, social and education
sectors was not adequate in 2005-06 and 2009-10 as their
ratio to aggregate expenditure was lesser than the General
Category States Average.

Receipts
were higher
than the
projections.

Increased
Revenue
Expenditure

The fiscal
priority was
not
adequate.

Epitome of Report on the State Finances for the year ended 31 March 2010
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There had been increasing trend in generation of State’s own
revenues all along the period 2005-10. Tax revenue-GSDP
ratio remained constant and hovered around 7 per cent and
Non-tax revenue-GSDP ratio sharply increased by 1.13 per
cent relative to previous year despite withdrawal of debt waiver
facility by the Government of India granted during 2008-09.
The sharp increase in Non-tax revenue-GSDP ratio during
2009-10 was mainly due to increase in receipts on account of
conversion of nazul land into freehold.

The average return on Government’s investments in statutory
corporations, Government companies, joint stock companies
and co-operatives was 0.013 per cent in the last three years,
whereas its average interest outgo on its borrowings was 6.29
per cent during the corresponding period. This is clearly an
unsustainable proposition.

The debt-GSDP ratio was 41 per cent at the end of 2009-10.
Nearly 96 per cent of borrowed funds were used for
discharging debt liabilities in last three years. The
Government was maintaining a sinking fund but the balances
may not be sufficient for amortization of loans.

Overall fiscal liabilities of the State increased (35.50 per cent)
from ` 1,48,868 crore in 2005-06 to ` 2,01,720 crore in
2009-10. Fiscal liabilities of the state under the Consolidated
Fund (` 1, 32,524 crore) comprised internal debt (` 1,13,077
crore) and loans from Government of India (` 19,447 crore).
The Public Account liabilities (` 69,197 crore) comprised small
savings, provident fund (` 29,229 crore), deposits (` 16,210
crore) and reserve fund (` 23,758 crore). The growth rate of
fiscal liability was 7.64 per cent during 2009-10 over previous
year. The ratio of fiscal liabilities to GSDP decreased from
53.73 per cent in 2005-06 to 41.06 per cent in 2009-10. These
liabilities stood at 2.09 times of the revenue receipts and 4.25
times of the states’ own resources at the end of 2009-10. The
buoyancy of these liabilities with respect to GSDP during the
year was 0.398 indicating that for each one per cent increase
in GSDP; fiscal liabilities grew by 0.398 per cent.

Tax revenue-
GSDP ratio
remained
constant and
Non-tax
revenue-
GSDP ratio
sharply
increased.

Insignificant
returns on
Investments

High debt–
GSDP ratio

Increased
fiscal
liabilities
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An expenditure of ̀  881 crore (March 2010) remained largely
unfruitful on 126 incomplete projects. Further, out of 126
incomplete projects, the initial budgeted cost of 20 projects
was revised by the Government involving a cost overrun of
` 83.09 crore.

The fiscal position of the State showed improvement in
2009-10 relative to previous year. Not only revenue surplus
increased by ` 5,185 crore (278 per cent) in 2009-10 but fiscal
deficit and primary deficit decreased respectively by ̀  1,820
crore (9 per cent) and ̀  2,433 crore (27 per cent) when compared
to previous year.

Incomplete
Projects

Improved
fiscal
position

Chapter- 2. Financial Management and
Budgetary Control

Overall savings of ̀  21,511.42 crore were the result of savings
of ` 23,193.58 crore offset by excess of ` 1,682.16 crore. The
Department of planning, Women and Child welfare, Finance
(Debt Service and Other Expenditure) posted large savings
persistently for the last five years. Saving of ` 21,782 crore
occurred in 51 cases which exceeded ̀  50 crore in each case.

Expenditure exceeded the approved provision by ̀  1676 crore
in 11 cases where expenditure was ` 10 crore are more, in
each case or over 20 per cent of the total provision.

The excess expenditure of ` 10,521.32 crore for the period
2005-09 was yet to be regularized by the State Legislature as
per the Article 205 of the constitution of India.

Supplementary provision amounting to ` 1,119.50 crore
obtained in 30 cases,  (` 50 lakh or more in each case), during
the year, proved unnecessary as the expenditure did not come
up to the level of the original provision.

Injudicious reappropriations proved excessive or insufficient
and resulted in savings of ` 618.52 crore in some cases and
excess of over ̀  946.22 crore in other cases.

Savings and
excess

Non-
regularization
of excess
expenditure

Un-
necessary
supplementary
provision

Excessive/
unnecessary
reappropriation
of funds

Report on the State Finances for the year ended 31 March 2010
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In 35 cases, savings of ̀  4,333 crore were not surrendered by
the concerned departments. Similarly, out of total savings of
` 17,636 crore, in 51 cases (savings of ̀  one crore and above),
amount aggregating ̀  5,724 crore was not surrendered. This
indicated inadequate financial control apart from the fact that
the funds could not be utilized for other development
purposes.

In 31 cases, ̀  2,442 crore was surrendered (` 50 lakh or more
in each case) against saving of ̀  1,361 crore resulting in excess
surrender of ` 1,081 crore.

Nearly 40 per cent or more expenditure was incurred either
during last quarter or last month of the financial year. This is
indicative of the fact that control over expenditure was
deficient.

Anticipated
savings  not
surrendered

Surrender in
excess of
actual
savings

Rush of
expenditure

Chapter-3. Financial Reporting

Submission of UCs by the various grantee institutions, against
the loans and grants were delayed. 1848 UCs for an aggregate
amount of ` 1,049.46 crore (paid up to 2008-09) were awaited
as of September 2010.

Out of 161 cases of misappropriations, losses, defalcations,
etc., involving ` 7.95 crore, four cases involving ` 5.66 lakh
were written off during 2008-09 and remaining 157 cases were
pending as of March 2010 for various reasons.

Detailed Countersigned Contingent bills were not submitted
for ` 122.14 crore for advances drawn on 15,233 Abstract
Contingent bills.

Assets and Liabilities have not been apportioned amongst
the successor States of Uttar Pradesh and Uttarakhand even
after ten years of the reorganization of the State.

Non-
Submission
of UCs

Pending cases
of mis-
appropriations,
losses,defalca-
tions, etc.
Pending DC
Bills

Non-
Apportionment
of Assets and
Liabilities
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Audit Report (Civil) : 2009-10
This Report is structured in four Chapters. The Introductory Chapter provides
the auditee profile, planning and extent of audit and the other two chapters
deal with the findings of Performance Audit and Audit of Transactions. The
fourth chapter deals with results of Chief Controlling based audit of a
department.

Highlights

 The objective of balanced development of Vidhan Mandal Kshetriya
Vikas Nidhi was not achieved due to delay in recommending
projects by the Legislators, slow pace in utilisation of fund and
absent mechanism for assessing/ identifying local need based
projects. A substantial portion of the NIDHI was utilised on
construction of roads and school buildings while expenditure on
health, sanitation drinking water, etc., was negligible.

 The projects related to Upgradation of Urban Health Services taken
up under Eleventh Plan were either incomplete or not taken up.
Money was transferred to the construction agencies
notwithstanding the fact that even land for construction was not
available and even without prescribing the time-frame for
completion of the construction works. The medical equipment was
procured even when the civil works were incomplete.

 Selection of roads for renewal under State Road Fund scheme was
not transparent. Ineligible works were selected and pre-mature
renewal of roads, adopted with rich specification against the IRC’s
recommendations. The objective of keeping all the State roads free
of potholes and patches by continuously maintaining and repairing
was not achieved to the desired extent.

 Even after lapse of four years since launch of National e-Governance
Programme the objectives of the scheme was not achieved as the
readiness of the State Government for successful establishment of
pre-requisites like IT core infrastructure remained unaccomplished
and made operational. SWAN network could not be utilized
optimally. Department failed to make use of the services of technical

Report (Civil) for the year ended 31 March 2010
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experts for implementing e-Governance in the State under Capacity
Building project.

 Purchase of cement concrete tiles in advance and in excess of
requirement by Madhya Ganga Canal Construction Division-6,
Moradabad, ` 5.15 crore remained locked up for two years.

 Widening of a road by providing costlier overlay of Bituminous
Macadam on the base course in violation of IRC specification by
Head Works Division Agra Canal Okhla resulted in avoidable
expenditure of ̀  3.68 crore.

  Implementation of the special plantation drive in Bundelkhand
region in a hurried manner without proper planning rendered the
expenditure of ̀  40.10 crore thereon irregular.

 Lack of planning led to wasteful expenditure of ̀  four crore on an
incomplete structure of a medium security jail in Lucknow district.

 Cancellation of the project of the development of a park in Mainpuri
district half-way by the Government rendered wasteful expenditure
of ̀  2.76 crore. Delay in handing over of 50 stadia to the department,
non-appointment of trainers and purchase of sports material,
rendered unfruitful expenditure of ̀  18.31 crore.

 Animal Husbandry, an important component of the State’s
economy was not given due importance by the State Government.
The shortage of staff at various levels and at hospitals, reduction
of plan grant and short release of funds against the approved
budget provision adversely affected implementation of
programmes/schemes and delivery of services. Inadequate
provision for essential medicines at hospitals, short supply and
uneven supply of vaccines adversely affected the service delivery.

Chapter-2. Performance Audit

1. Implementation of Vidhan Mandal Kshetriya Vikas Nidhi
To enable the Legislators to address the locally felt needs of the people of
their constituencies, the Government launched (1998-99) Vidhan Mandal
Kshetriya Vikas Nidhi (NIDHI). The amount of annual grant for each Legislator

Epitome of CAG's Reports on the Government of UP for the year ended 31 March, 2010
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was ` 1.25 crore (` one crore up to 2006-07). The performance
audit of the NIDHI covering the period 2005-10 during which
` 2,716.99 crore was spent, revealed its deficient
implementation.

Major audit findings
A huge amount of unspent balances accumulated as the
projects could not be identified led to unjustified increase in
the annual allotment to Legislators from 2007-08.

Eighty two per cent funds were sanctioned for roads and
schools ignoring to sectors like health, drinking water and
sanitation.

Lack of coordination between District Rural Development
Agencies and implementing agencies together with shortage
of technical staff impacted timely sanctioning of projects.

Inadmissible, irregular and non-durable works were executed
at a cost of  ` 5.20 crore and assets created were not handed
over to the local bodies for maintenance.

2. Urban Health Services
To provide specialized medical services to the people, the
Government decided to upgrade health facilities in urban
areas during the Eleventh Plan (2007-12) period. The
performance audit of up-gradation of Urban Health Services
involving an expenditure of ̀  4,312 crore revealed its deficient
implementation.

Major audit findings
Due to excess provision of funds for procurement of
equipment, major construction works and fixtures, etc. and
non-finalization of plan of action, savings of ̀  1,243.63 crore
occurred during 2007-10. CT scans, C-arm Image Intensifier,
regents, X-ray films, etc., were not purchased and the amount
was transferred into consolidated fund.

Poor
planning and
monitoring

Little
emphasis on
important
sectors
Delay in
sanction of
projects

Irregular
execution &
maintenance
of works

Improper
planning

Report (Civil) for the year ended 31 March 2010
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Completion of construction works delayed due to lack of
monitoring and ` 17 crore remained blocked with the
construction agencies.

Despite incomplete civil works of trauma centres, equipment
was purchased and failure to follow purchase policy led to
extra payment of ̀  3.60 crore.

3. Implementation of State Road Fund scheme
With a view to keep all the State roads free of potholes and
patches by continuously maintaining and repairing, the
Government created (1998) State Road Fund and levied
additional sales tax on diesel and petrol forming the receipts
of the Fund. The Public Works Department, which is the nodal
department, maintained roads falling under its jurisdiction
only under the State Road Fund scheme. Performance audit
of the State Road Fund scheme, covering the period 2005-10
revealed its deficient implementation.

Major audit findings
` 998.41 crore was lying unspent since April 2005 due to
non-operation of State Road Fund.

Irregular expenditure of ̀  9.27 crore on roads in residential/
non-residential premises and expenditure of ` 11.15 crore
incurred on items not covered by the sanction.

Cancellation of sanctioned work due to defective proposals,
double sanctions, etc., resulted in surrender of funds and
widening and strengthening of roads were taken up without
justification resulting in avoidable expenditure of
` 68.63 crore.

1.74 lakh km roads were not taken up for maintenance due to
lack of co-ordination amongst different departments/bodies.

Rich specifications were used on the deficient crust resulting
in excess expenditure of ` 4.35 crore and undue machinery
advances of ` 2.29 crore to was made to the contractors.

Inadequate
monitoring

Financial
rules ignored

Irregular
expenditure

Inadequate
planning

Avoidable
expenditure

Lack of
coordination

Financial
irregularities
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4.  IT Audit on ‘Preparedness for e-Governance
in the State of Uttar Pradesh’
To ‘Make all Government services accessible to the common
man in his locality, through common service delivery outlets
and ensure efficiency, transparency & reliability of such
services at affordable costs to realise the basic needs of the
common man’ National e-Governance Programme (NeGP)
was launched in May 2006. In order to achieve the above
objective, under the NeGP, some pre-requisites in the area of
IT core infrastructure viz. establishment of State Wide Area
Network (SWAN), State Data Center (SDC) and Common
Service Centers (CSCs) was essential and needed to be in place
to provide citizen centric services to the targeted common man
in the field of 17 Mission Mode Projects (Departments)
identified by the State Government. The Performance Audit
on ‘Preparedness for e-Governance in the State of Uttar
Pradesh revealed its deficient implementation.

Major audit findings
In absence of the Agreement with the NIC and BSNL 50 SWAN
POP sites could not be made operational. Optical Fiber
Connectivity which was to be ensured up to the Block level
was available only at the District headquarters.

Against the target of 17,909 CSCs to be established (up to
April 2009) in the State only 4909 CSCs could be established
(July 2010) as CSCs failed to operate in absence of availability
of Government to Citizen (G2C) services.

State Data Centre could not be made operational even after
lapse of two years as selection process for appointment of
Service Provider was not finalized.

Any time anywhere access to the citizen centric services could
not be made available as neither the State Service Delivery
Gateway could be established nor DPRs of the MMPs were
approved.

Facilities not
extended up
to block level

Target not
achieved

Delay due to
lack of staff

Non
availability
of Facility
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Chapter-3. Transactions Audit

Non compliance with rules and regulations
Due to purchase of cement concrete tiles in advance and in
excess of requirement, ` 5.15 crore remained locked up for
two years.

Widening of a road by providing costlier overlay of
Bituminous Macadam on the base course in violation of IRC
specification resulted in avoidable expenditure of ̀  3.68 crore.

Non-observance of financial rules rendered the expenditure
of ` 1.69 crore unfruitful on incomplete metalled roads of
Kunwarpur and Pandeypur distributaries.

Audit against propriety and cases of expenditure
without adequate justification
Implementation of the special plantation drive in
Bundelkhand region in a hurried manner without proper
planning rendered the expenditure of ̀  40.10 crore thereon
irregular.

Delayed payment of decretal amount resulted in avoidable
extra payment of ` 1.87 crore, as interest, to a construction
company.

Lack of planning led to wasteful expenditure of ̀  four crore
on an incomplete structure of a medium security jail in
Lucknow district. Besides, neither the medium security jail
nor the demolished jail training institute was established.

Failure of oversight/ governance
Due to cancellation of the project half-way by the Horticulture
Department an expenditure of ̀  2.76 crore on the development
of a park in Mainpuri district was rendered wasteful.

Due to inadequate planning by Irrigation Department an
expenditure of ` 2.43 crore incurred on construction of an
incomplete Afflux Bund was rendered unfruitful.

Locking up
of funds

Avoidable
expenditure

Unfruitful
expenditure

Wasteful
expenditure

Avoidable
extra
payment

Irregular
expenditure

Wasteful
expenditure

Unfruitful
expenditure
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An expenditure of ̀  2.24 crore on construction of Rohin weir
was rendered wasteful due to non-adherence to the technical
instructions of Indian Institute of Technology, Roorkee.

Due to delay in handing over of stadia to the Youth Welfare
Department coupled with non-appointment of trainers, etc.,
an expenditure of ̀  18.31 crore on 50 stadia and purchase of
sports material was rendered unfruitful.

Persistent and Pervasive irregularities
` 3.79 crore were irregularly drawn from time to time and
retained outside the Government account for one to six years
entailing avoidable interest burden of ` 32 lakh at the
borrowing rate of the Government for the respective years.

CCO based audit of the Animal Husbandry
Department
Animal Husbandry Department is responsible for
achievement of qualitative and quantitative improvement in
production potential of livestock and for disease control. The
aims of the department are also at enhancing self-employment
opportunities and income to a larger section of population in
rural areas. Animal husbandry contributes nine per cent of
the total net domestic income4  in UP. Audit of the department
covering the period 2007-10 was conducted to examine the
economy, efficiency and effectiveness of its significant
activities keeping in view its mandate. The major findings are
as under.

Major audit findings
Shortage of manpower at various levels affected the planning,
monitoring and delivery of services. 77 VHs /VSCs building
could not be made operational for want of VOs/ LEOs.

The Institute was producing vaccines without a valid license
required under the Drugs and Cosmetics Act 1940.

Wasteful
expenditure

Unfruitful
Expenditure

Financial
Irregularity

Insufficient
man power

Non
observance
of Act

Share of Animal Husbandry in State GDP was ` 24, 927.21 crore in 2005-06 (9 per cent of
` 2,76,969 crore)
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The monitoring at Regional and District Levels was
inadequate due to shortages of DDs and CVOs.

Budget provision under plan was gradually reduced and
expenditure in the month of March was 44 to 83 per cent of
total expenditure of the year. State Government did not release
full amount received from GOI.

Seventeen most important medicines were not available at
VHs and the department failed to estimate the requirement of
funds realistically. The quality of medicines/ vitamins/
hormones and minerals was not ensured by the department.

Binocular microscopes costing ̀  84.86 lakh were purchased
without assessing their requirement and ensuring availability
of necessary reagents/ chemicals, Sixteen tractors were
purchased violating Government orders and entrusted
financial powers.

The achievement of HS vaccination was inadequate. Short
and uneven supply of vaccines led to non-achievement of
targets of vaccination. Targets of Artificial Insemination were
also not achieved.

Intended benefits of SHG-goat/ pig scheme, could not be
extended to the end users and seven Government poultry
farms could not be made functional due to incomplete civil
works. Further, the backyard poultry scheme was also
planned without ensuring the availability of chicks or pullets.

Inadequate
monitoring

Inadequate
financial
management

Shortage of
essential
medicines

Irregular
purchases

Targets not
achieved

Unsuccessful
Schemes

Epitome of CAG's Reports on the Government of UP for the year ended 31 March, 2010

18



Audit Report (Revenue Receipts) : 2009-10

This report shows the position of revenue receipts, cost of collection and
arrears of revenue etc. of the State Government for the year 2009-10. Besides,
it contains important audit findings on the working of various departments.
Three reviews also featured in this report are mentioned hereunder:

Trend of revenue receipts
The position of various receipts of the Government during 2008-09 and
2009-10 are as under:

1. Review on Transition from Trade Tax to VAT Para 2.9 

2.  Review on Working of Transport Department Para 4.5  

3. Review on Receipts from Forest Department Para 6.2 
 

 (` in crore)

For details, please see Statement No. 11 - detailed accounts of revenue by minor heads in
the Finance Accounts of the Government of Uttar Pradesh for the year 2009-10.  Figures
under the major heads 0020 - Corporation tax, 0021 - Other taxes on income and
expenditure, 0028 - Taxes on income other than corporation tax, 0032 - Taxes on wealth,
0037 - Customs, 0038 - Union excise duties, 0044 - Service tax and 0045 - Other taxes and
duties on commodities and services - Share of net proceeds assigned to States booked in
the Finance Accounts under 'A - Tax revenue' have been excluded from revenue raised by
the State and included in 'State's share of divisible Union taxes' in this statement.
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Sl. No. Particulars 2008-09 2009-10 
1. Revenue raised by the State Government 

 Tax revenue 28,658.97 33,877.60  
 Non-tax revenue 6,766.55 13,601.09 

Total 35,425.52 47,478.69 
2. Receipts from the Government of India 

  State’s share of divisible Union taxes 30,905.72 31,796.671 
  Grants-in-aid 11,499.49 17,145.59 

Total 42,405.21 48,942.26 
3. Total receipts of the State  (1and 2) 77,830.73 96,420.95 
4. Percentage of 1 to 3 46 49 

 



System Appraisals

Major audit findings

Transition from Trade Tax to VAT
 Tax Audit wing of the Department is not functional even after the lapse

of three years of VAT implementation.
(Paragraph 2.9.9)

 Dealers, having turnover of ̀  one crore and above are required to submit
the Annual Audited Accounts whereas according to provisions of the
Income Tax Act, all the dealers, having turnover of ‘ 40 lakh and above
keep an audited annual accounts.

(Paragraph 2.9.12.2)
 Abolition of all the 83 check posts, working at strategic points, round

the clock resulted in non confirmation of the delivery of the Transit
passes at the exit point of the check posts by the vehicles coming from
outside the states and bound for any other place outside the state.

(Paragraph 2.9.13)
 The State Legislature introduced levy of additional tax under the Uttar

Pradesh Value Added Tax Act, 2008 with effect from 1 June 2009, though
the White Paper on Value Added Tax (VAT) specifically discouraged
levy of additional tax.

(Paragraph 2.9.15)
 Verification of deposits by the dealers is still being done by the Deputy

Commissioner (Administration) whereas as per VAT rules it is to be
done by the concerned Assessing Authorities.

(Paragraph 2.9.17)

Working of Transport Department
 There was short levy of additional tax of ` four crore on passenger

vehicles of other States.
(Paragraph 4.5.14)

 Short assessment of additional tax on stage carriages resulted in short
realisation of ` 8.72 crore.

(Paragraph 4.5.15)
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 Non-levy of tax on laden weight of vehicles resulted in non-realisation
of tax of  ` 2.18 crore and penalty of  ̀  54.53 lakh.

(Paragraph 4.5.16)
 Non-issue of certificate of fitness resulted in non-realisation of fitness

fee of  ̀  2.95 crore and penalty of  ̀  5.77 crore.
(Paragraph 4.5.17)

 Non-creation of Accident Relief Fund (ARF) resulted in non-credit of a
sum of ` 78.24 crore.

(Paragraph 4.5.22)

Receipts from Forest Department
 The volume factor of the Eucalyptus trees having diameter of more than

45 cm was not decided simultaneously with the change of felling cycle.
This resulted in short levy of royalty of  ̀  4.94 crore.

(Paragraph 6.2.10)
 Lack of coordination between Forest and Mining Departments resulted

in loss of transit fees amounting to ̀  238.53 crore.
(Paragraph 6.2.12)

 Loss of revenue due to removal/closure of barriers amounting to ̀  42.84
crore.

(Paragraph 6.2.14)
 Non-levy of transit fee by the divisions on the minerals used in

construction of roads by the National Highway Authority of India
resulted in loss of revenue of ̀  29.62 crore.

(Paragraph 6.2.16)

Paragraphs
Some of the important audit findings included in the paragraphs are as
under:
 Non/short levy of tax due to application of incorrect rate of tax and

misclassification of goods resulted in non/short levy of tax of ` 1.40
crore.

(Paragraph 2.11.1)
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 Non-imposition of penalty and non-charging of interest amounting to
` 1.97 crore.

(Paragraph 2.11.2)
 Irregular grant of exemption to the dealer by the department resulted in

undue financial benefit of ̀  1.30 crore.
(Paragraph 2.14)

 128 licensees of country liquor, who had short lifted 27.92 lakh bulk
litre of minimum guaranteed quota, were liable to pay excise duty of
` 1.31 crore.

(Paragraph 3.8)
 Due to loss of Total Reducing Sugar (TRS) in transit, Government suffered

loss of ` 2.92 crore.
(Paragraph 3.10)

 Short levy of stamp duty of  ̀  59.95 lakh due to incorrect valuation in 10
cases.

(Paragraph 5.8)
 Non-levy of centage charges on deposit works resulted in short

realisation of revenue of  ̀  92.54 lakh.
(Paragraph 6.4)

 The levy of user charges at the pre-enhanced rates rather than the revised
rate resulted in short levy of user charges of  ̀  86.69 lakh.

(Paragraph 6.6)
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Audit Report (Commercial) : 2009-10
This Report contains a general overview of Government companies, Statutory
corporations and performance reviews on:
(i) Uttar Pradesh State Agro Industrial Corporation Limited;
(ii) Power Generating Undertakings in Uttar Pradesh; and
(iii) Information Technology Support System of Revenue Billing in Lucknow

Electricity Supply Administration.
This Report also contains 14 paragraphs including a paragraph on follow-
up action on Audit Reports based on a test check of records of Government
companies and Statutory Corporations.

Highlights
As on 31 March 2010, the State of
Uttar Pradesh had 83 working PSUs
(76 companies and 7 Statutory
corporations) and 43 non-working
PSUs (all companies), which
employed 0.78 lakh employees.  The
working PSUs registered a turnover
of  ` 35,541.61 crore for 2009-10 as
per their latest finalised accounts.
This turnover was equal to 9.94 per
cent of the State GDP indicating a
moderate role played by the State
PSUs in the economy.  However, the
working PSUs incurred overall loss
of  ` 3,919.77 crore in 2009-10 and
had accumulated losses of
` 17,889.43 crore.

Investments in PSUs
As on 31 March 2010, the investment
(Capital and long term loans) in 126
PSUs was  ̀   62,997.81 crore.  It grew
by over 137.05 per cent from

` 26,576.17 crore in 2004-05 mainly
because of increase in investment in
power sector. Power Sector
accounted for 90.04 per cent of the
total investment in 2009-10. The
Government contributed ` 8,111.91
crore towards equity and grants/
subsidies during 2009-10.

Performance of PSUs
During the year 2009-10, out of 83
working PSUs, 33 PSUs earned profit
of ` 1,081.60 crore and 21 PSUs
incurred loss of ̀  5,001.37 crore.  Two
working PSUs, which were
incorporated during 2006-07 had not
submitted their first accounts
whereas 27 companies remained at
no profit no loss. The major
contributors to profit were Uttar
Pradesh Avas Evam Vikas Parishad
(` 424.13 crore), Uttar Pradesh
Rajkiya Nirman Nigam Limited
(` 195.64 crore), Uttar Pradesh State
Industrial Development Corporation
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Limited (` 97.01 crore), Uttar Pradesh
Forest Corporation (` 101.59 crore),
Uttar Pradesh Jal Nigam (` 66.54
crore), Uttar Pradesh State
Warehousing Corporation (` 39.82
crore) and Uttar Pradesh State Road
Transport Corporation (` 10.67
crore). The heavy losses were
incurred by seven power sector
companies (total ` 4738.53 crore),
Uttar Pradesh Financial Corporation
(` 115.01 crore) and Uttar Pradesh
State Sugar Corporation Limited
(` 43.87 crore).

The losses are attributable to various
deficiencies in the functioning of
PSUs.  A review of three years Audit
Reports of CAG shows that the state
PSUs losses of  ` 1,807.02 crore and
infructuous investments of ` 30.11
crore were controllable with better
management. Thus, there is
tremendous scope to improve the
functioning and minimise/eliminate
losses.  The PSUs can discharge their
role efficiently only if they are
financially self-reliant. There is a
need for professionalism and
accountability in the functioning of
PSUs.

Quality of accounts
The quality of accounts of PSUs
needs improvement.   Of the 65
accounts of working companies
finalised during October 2009 to
September 2010, qualified certificates
were issued for 53 accounts, adverse

certificates for four accounts,
disclaimer for one account and
unqualified certificates for seven
accounts. There were eight instances
of non-compliance with Accounting
Standards. Of the seven accounts
finalised during October 2009 to
September 2010 by the six statutory
corporations, we conducted audit of
seven accounts and issued qualified
certificate for four accounts. The audit
of rest of three corporations was
under finalisation.

Arrears in accounts and
winding up
Fifty two working PSUs had arrears
of 182 accounts as of September 2010.
The arrears need to be cleared by
setting targets for PSUs and
outsourcing the work relating to
preparation of accounts.  There were
43 non-working companies.  As no
purpose may be served by keeping
these PSUs in existence, Government
needs to expedite closing down of the
non working PSUs.

2. Performance reviews
relating to Government
Companies
Performance reviews relating to Uttar
Pradesh State Agro Industrial
Corporation Limited, Power
Generating Undertakings in Uttar
Pradesh and Information
Technology Support System of
Revenue Billing in Lucknow
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Electricity Supply Administration,
Lucknow, were conducted. Summary
of our audit findings is given below:

Uttar Pradesh State Agro
Industrial Corporation
Limited
The Company’s activities were
mainly confined to sale of tractors,
procurement of agriculture
implements on Government demands
or its authorities, installation of hand
pumps, distribution of fertilizers,
pesticides, seeds etc. to farmers,
procurement of wheat and paddy on
behalf of State Government under the
Scheme of Minimum Support Price
(MSP) of Central Government,
procurement of gypsum on behalf of
State Government for supply to
Agriculture Department, production
and sale of agriculture implements
and cattle feed.

Procurement and installation
of hand pumps
The Company, for installation of
hand pumps, received supplies of
745 lots of GI pipes (24.33 lakh metre)
which were having weight lesser by
521 MT (valued at ` 2.40 crore) than
the standard weight of 7615.16 MT.
It failed to cancel supplies of 60 lots
(2.20 lakh metre) of GI pipes valued
at ` 3.26 crore as per the terms and
conditions of orders, where variation
in weight exceeded the permissible

allowance. It accepted supplies of 257
lots of GI pipes valued at ̀  13.74 crore
without its weighment. The
Company had weak control
mechanism regarding scrutiny of
tenders as it placed order for supplies
of GI pipes valued at    ̀  3.98 crore on
a firm which had quoted two rates
from two places. It incurred extra
expenditure of ̀  39.70 lakh due to use
of more length of PVC pipes in
installation of hand pumps without
any basis. The Company inflated cost
of installation of hand pumps to the
extent of ‘ 5.73 crore by adding extra
amount towards cost of materials.

Procurement of fertilizers and
seeds
Fertilizers business was
continuously in loss during five years
ending 2009-10 and aggregated to
` 3.87 crore as the Company could
not recover its administrative and
finance cost. Reasons of loss were
failure to induce farmers for
purchasing from Company’s outlets,
lesser allocation of fertilizers to the
Company for sale, margin of sale of
fertilizers remaining almost
unchanged for last ten years etc. The
Company purchased 864.90 quintals
of hybrid paddy seeds belatedly
without ascertaining its marketability
in kharif season 2009 resulting in
failure to sell 681.31 quintals seeds
and expiry of its germination life and
loss of ` 1.28 crore.
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Procurement of wheat and
paddy under MSP
The State Government authorised the
Company for procurement of wheat
and paddy for state and central pool.
The Company failed to streamline
varying practice of raising claims of
incidental charges receivable on
procurement of wheat and its
admittance by RFCs. It did not claim
incidentals charges of ‘ 2.16 crore
whereas the RFCs did not admit the
claims of ‘ 0.98 crore of the Company
on procurement of wheat during
2005-10.

Manpower Planning
The Company had acute shortage of
Executives in key post and other staff
which adversely affected internal
control, sales promotion,
manufacturing and trading of the
Company.

Internal Control System
Internal Control of the Company was
weak as audit wing was non-
functional and there was acute
shortage of staff on key posts. The
Company failed to stop encashment
of cheques issued by it before one
week of the actual supply as per the
terms and conditions of the orders.

Power Generating
Undertakings in Uttar
Pradesh
Keeping in view the power
availability situation in the State, it
was considered desirable to
undertake performance audit review
of the power generation activities
during 2005-10. Important audit
observations are discussed below.

Capacity Addition
Against the envisaged capacity
addition of 6515 MW to meet the
energy generation requirement in the
State during 2005-10, the actual
addition was 2728 MW. Though 1420
MW of capacity was planned to be
added by UPRVUNL during the five
years ending March 2010, the actual
addition was only 480 MW leaving a
deficit of 940 MW. The State was not
in position to meet the demand as the
power generated as well as power
purchased fell short to the extent of
7871 MUs to 13672 MUs during 2005-
10.

Project Management
The six units taken up for
implementation during the review
period were not completed within
scheduled time. The slippage in time
schedule was due to delay in release
of advance to BHEL, delay in splitting
and awarding of Balance of Plant
(BOP) contract and delay in finalising
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plot plan/ main power house etc. In
two units, time overrun varied from
21 to 27 months in commercial
operation of projects, which led to
additional expenditure of interest
during construction (IDC) of ‘ 46.44
crore. UPRVUNL failed to recover
liquidated damages of ̀  132.45 crore
from BHEL being the penalty for the
delay in commissioning of the
projects. UPRVUNL incurred excess
expenditure of ` 64.49 crore due to
non-awarding of BOP work to BHEL.

Contract Management
During 2005-10, contracts valuing
` 7263 crore were executed with
BHEL on single quotation basis
which defeated the purpose of getting
work done at competitive rate.
UPRVUNL extended undue favour
to a contractor in award of work of
switchyard, resulting in avoidable
expenditure of ‘ one crore.

Operational Performance

Procurement of coal
In absence of any agreement with the
coal companies during 2005-10,
UPRVUNL failed to procure allotted
quantity of coal since short receipt of
coal was about 10.89 per cent.

UPRVUNL suffered loss of ` 53.85
crore on account of excess transit loss
of coal as compared to norms fixed
by MERC/HERC. The Company also
made an avoidable payment of

` 16.57 crore as demurrage charges
to railways due to delay in unloading
of coal wagons by the private
contractors and incurred additional
expenditure of ` 83.40 crore on
procurement of 2.40 lakh MT
imported coal due to mixing of
imported coal with domestic coal in
an arbitrary manner.

Consumption of coal
The consumption of coal in Obra and
Parichha TPSs was higher than the
norms fixed by UPERC during the
review period which resulted in
excess consumption of coal of 63.06
lakh MT valued at ` 1,082.51 crore.

Deployment of Manpower
UPRVUNL had 9327 employees as
on 31 March 2010. The deployment
of manpower was not rational as the
manpower deployed at thermal
power stations was in excess of the
norms fixed by CEA which resulted
in extra expenditure of ̀  694.11 crore
during 2005-10. In UPJVNL, the
deployment of manpower was within
the norms fixed by CEA.

Plant Load Factor
The PLF of all the TPSs of UPRVUNL
was lower than the national average
except PLF of Anpara TPS. The
estimated shortfall in generation as
compared to national average PLF
worked out to 28608.87 MUs
resulting in loss of contribution
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amounting to ` 1,271.17 crore.

Outages
The forced outages remained more
than the norm of 10 per cent fixed by
CEA in all the five years ending 31
March 2010 which would otherwise
have entailed availability of plant for
additional 79291 operational hours
with consequent generation of 12296
MUs valued at ` 2,308.42 crore.

Auxiliary Consumption
The actual auxiliary consumption of
Anpara, Obra and Parichha TPSs
was more than the norms fixed by
UPERC during the period under
review resulting in lesser availability
of power by 1673.01 MUs valued at
` 269.32 crore.

Repairs and maintenance
UPRVUNL incurred avoidable
expenditure of ` 33.94 crore due to
non-carrying out of capital
overhauling of unit-4 of Anapara ‘B’
TPS on due date and also suffered
generation loss of 1194 MUs valued
at ` 208.16 crore.

Renovation & Modernisation
The contract agreement executed for
R&M of Obra’B’ TPS with BHEL was
faulty since supply of material was
not linked with shutdown schedule
of each units which resulted in
blockade of funds of ` 580.82 crore.

Financial Management
Dependence of UPRVUNL on borro-
wed funds increased from  ̀  3,115.29
crore in 2005-06 to ` 5,516.15 crore in
2009-10 which resulted in interest
burden of ̀   1,750 crore.

Claims and Dues
Due to deletion of penalty clause of
PPA, the UPRVUNL could not claim
late payment surcharge from UPPCL
and suffered loss of ` 2,928.80 crore
during 2005-10 and receivables
(dues) from UPPCL increased from
` 2,028.62 crore (March 2005) to
` 4,089.94 crore (March 2010).

Environmental Issues
To reduce SPM level, UPRVUNL had
procured material valuing ` 209.68
crore for installation of ESPs but it
could not be installed so far. Further,
on line monitoring system to record
SPM level was not installed/
operative in any TPSs of UPRVUNL.

Information Technology
Support System of Revenue
Billing in Lucknow
Electricity Supply
Administration
The present review covers the
Lucknow Electricity Supply
Administration (LESA) which is one
of the four zones of the
Mandhyanchal Vidyut Vitran Nigam
Limited (Company) and is
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responsible for supply and
maintenance of electrical energy for
its 6.30 lakh consumers in the urban
area of the Lucknow.

Lack of documented IT
Policy
Though the Company has adopted
the online billing system since 2000,
it did not formulate and document a
formal IT policy and a long/medium
term IT strategy, incorporating the
time frame, key performance
indicators, cost benefit analysis for
developing its own software,
integration of various systems and
safety measures for data. The hand
held billing agencies transfer billed
data through CD, pen drive or
through e-mail for uploading in the
central server. The system of
uploading of billed data is not safe
as data is exposed.

System design deficiency
System was not designed in the
billing software to take care of
provisions of billings in case meter
ceases to record consumption and
was deficient in case of billing on the
basis of units consumed where meter
is operative resulting in short
assessment of ` 3.47 crore. The
software designed and used did not
automatically provide alert in the
cases where the power factor was
below the specified factor of 0.75.

The software designed by the

outsourced agencies include an
irregular application control
wherein the billing of 800 units only
is done even in case the consumption
of any consumer exceeds 800 units
per kW in a month which led to short
billing of energy charges of ` 4.16
crore and electricity duty of ` 10.83
lakh.

Mapping of business rules
Interest on security deposit was not
credited/ allowed in 354754 bills
resulting in accumulated liability of
` 1.03 crore. The special tariff for air
conditioning loads was not applied
in 65676 bills resulting in short
assessment of ` 3.98 crore. The
divisions did not issue notice to the
consumers to get access to their meter
and also did not levy penalty of
` 41.09 lakh.

Input controls
Various types of billing were not
done as per the provisions of tariff
orders resulting in short assessment
of energy charges of
` 6.40 crore and electricity duty of
` 0.59 crore in case of life line
consumers, short assessment/
recovery of energy charges of ̀  6.58
crore and electricity duty of ` 0.33
crore in respect of other than life line
consumers and short assessment of
energy charges of ̀  5.16 lakh in case
of non-domestic consumers. The
consumers were classified as
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connected through rural feeder
instead of categorizing under urban
schedule which resulted in short
assessment of energy charges and
electricity duty of ̀  24.39 lakh.

Validation checks
Validation checks were either not
there or deficient as 2.56 per cent of
operative consumers had duplicate
connection numbers and 4.60 per cent
of operative consumers had same
meter number. The databank of On-
line Billing (OLB) contained
unrealistic data and/ or incomplete
details in 21.53 per cent of the cases.

Compliance of terms and
conditions of agreements
There was no system to obtain the
rates of the sister units which resulted
in award of work at higher rate and
excess payment of ` 49.96 lakh to
outsourced billing agencies. Payment
of ` 69.55 lakh to the billing agencies
on account of meter reading of
defective meter was made despite the
fact that the bills of these consumers
were generated by the OLB system at
the provisional/ assessed units. The
Company paid to billing agency for
4764394 bills of healthy category
consumers against 4498385 actual
bills and 1037288 bills of defective
category consumers against 913204

actual bills resulting in excess
payment of ` 23.11 lakh.

Monitoring Mechanism
Monitoring of OLB system was
inadequate and ineffective because
the Company has not recruited any
IT expert nor has it formed a
committee for monitoring the online
billing system. It did not develop a
system for periodical inspection of
infrastructure of the outsourced
agencies. The GIS mapping work,
intended to ensure efficient and
effective monitoring, was done by the
agencies and a payment of ` 75.01
lakh was made on this account but
the mapping could not be used as
there was no integration between
billing databank and GIS mapping
data bank.

Lack of disaster recovery and
business continuity plan
The Company did not have a disaster
recovery and business continuity
plan outlining the action to be taken
immediately after a disaster and to
ensure that the data processing
operation could be acquired
immediately. The Revenue Billing
System implemented in LESA being
mission critical, adequate disaster
recovery and business continuity
plan needs to be developed and
adopted on priority basis.
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3. Transaction audit observations
Our transaction audit observations included in this Report highlight
deficiencies in the management of Public Sector Undertakings involving
significant financial implications. The irregularities pointed out are broadly
of the following nature:
A. There were four cases of avoidable loss/expenditure amounting to

` 71.63 crore.
 (Paragraphs 3.2, 3.5, 3.6 and 3.10)

B. There were three cases of loss of revenue of ̀  12.76 crore.
 (Paragraphs 3.1, 3.7 and 3.9)

C. There were four cases of financial mis-management causing loss of
` 123.38 crore.

 (Paragraphs 3.3, 3.11, 3.12 and 3.13)
D. There was one case of wasteful expenditure of ̀  1.05 crore.

 (Paragraph 3.8)
Gist of some of the important paragraphs is given below:
 Uttar Pradesh State Industrial Development Corporation Limited short

levied restoration fee and effect charges of ̀  4.37 crore on an allottee.
(Paragraph 3.1)

 Uttar Pradesh Projects Corporation Limited paid avoidable corporate
tax of ` 8.01 crore due to treating interest on unutilised/idle funds
received from the Government for deposit works, as its own income.

(Paragraph 3.3)
 Kanpur Electricity Supply Company Limited incurred expenditure of

` 1.05 crore on GIS survey, mapping and software which could not be
utlised due to errors in individual consumer indexing.

(Paragraph 3.8)
 Uttar Pradesh Power Corporation Limited and Electricity Distribution

Companies suffered loss of ̀  8.07 crore due to short levy of fixed charges
on service connections.

(Paragraph 3.9)
 Uttar Pradesh Jal Nigam suffered loss of interest of ` 84.64 lakh on

investment in Kisan Vikas Patra though not eligible to invest therein.
(Paragraph 3.12)
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 Uttar Pradesh Jal Nigam, Uttar Pradesh State Bridge Corporation
Limited and Uttar Pradesh Police Avas Nigam Limited did not utilise
facility of auto sweep for keeping its unutilised funds resulting in loss
of interest of ̀  5.11 crore.

(Paragraph 3.13)
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Your  suggestions  are  very valuable to us.

Please mail/E-Mail your suggestions to the following address

To,
The Principal Accountant General (Civil Audit),
Uttar Pradesh,
Satya Nishtha Bhawan,
15 A, Dayanand Marg,
Allahabad-211 001
E-Mail: agauuttarpradesh1@cag.gov.in

Subject :  Epitome of Audit Reports

Sir,

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________
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