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PREFACE

The Report of the Comptroller and Auditor General
of India on General and Social Sector for the year
ended March 2017 (Report No.2 of the year 2018)
has been prepared for submission to His Excellency,
the Governor of Karnataka under Article 157(2) of
the Constitution.

This booklet contains the salient audit findings
iIncorporated in the Audit Report.

The CD enclosed to the booklet contains the
complete Report of the Comptroller and Auditor
General of India on General and Social Sector for
the year ended March 2017 (No.2 of the year
2018) in English and Kannada.
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INTRODUCTION

—— 1.1 About this report

1=C The Report is structured in four chapters.  The
introductory chapter (Chapter 1) covers the profile of
audited entities, planning and conduct of audit,
significant audit observations and response of
Government to Audit. Chapter 2, 3 and 4 deal with the
findings of Performance Audit, Information Systems
Audit and Compliance Audit respectively.

“"‘,E 1.2 Planning and conduct of Audit

Ananan During 2016-17, in the General & Social Sector Audit Wing,
6,200 party days were used to carry out Compliance Audit
of 519 units and to conduct one Performance Audit, one
Information Systems Audit and one Thematic Audit.

a 1.3 Responsiveness of Government to Audit

T As on 31 March 2017, 189 Inspection Reports (IRs) (1,206
paragraphs)  were  outstanding  against  Urban
Development Department. A review of the pending IRs,
issued upto March 2017 showed that the Heads of Offices
did not send even the initial replies in respect of 21 IRs
containing 316 paragraphs issued between April 2008
© and March 2017 though all IRs were required to be replied
to within a period of one month from the date of their
receipt.
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1.3 Responsiveness of Government to Audit
-continued

The Draft paragraphs and Performance audit reports were
forwarded to the Principal Secretaries/Secretaries of the
Departments concerned between June 2017 and October
2017. Government replies were received for the
Performance audit, Information Systems Audit, Thematic
Audit and eight out of nine paragraphs. The replies are
incorporated in the Report.

The departments of Government are required to furnish
detailed explanations in the form of Action Taken Notes
(ATNs) to the audit observations included in Audit Reports
within four months of their being laid on the Table of
Legislature. However, 16 departments did not comply
with these instructions and ATNs for 42 paragraphs for
the period 1996-97 to 2015-16 were yet to be submitted
(30 November 2017).

As on 30 November 2017, 208 paragraphs (excluding
General and Statistical) pertaining to the period from
1992-93 to 2015-16 were pending discussion by the
Public Accounts Committee




PERFORMANCE AUDIT

2.1 Modernisation of Police Force

Government of India (Gol) launched Modernisation of
Police Force (MPF) scheme in 1969 in order to
supplement the efforts of State Government to modernise
the force to face challenges to internal security effectively.
The two major objectives of MPF scheme were to fulfill
the identifled deficiencies in various aspects of Police
Administration and to reduce the dependence of State
Governments on the Central Armed Police Forces and the
Army.

The various plan and non-plan components of MPF
scheme are indicated in the chart below.
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A performance audit of the implementation of MPF
scheme and other modernisation activities in the police
department covering the period 2012-13 to 2016-17 was
conducted through test-check of records of the offices of
Additional Chief Secretary (Home), various wings of the
Police Department and Karnataka State Police Housing
and Infrastructure Development Corporation (KSPHC).
Besides the records of three Commissioners of Police,
offices of Superintendents of Police (SP) and 60 police
stations in eight districts selected were test-checked.
Four Reserve Police Battalions, three Regional Forensic
Science Laboratories (RFSL) and three Police Training
Centres/Schools (PTC/PTS) located in the eight
test-checked districts were also audited.

Significant audit findings are brought out in subsequent
paragraphs.

'Belagavi, Bengaluru and Mysuru.

’Ballari, Belagavi, Bengaluru, Kalaburagi, Mysuru, Shivamogga,
Tumakuru and Udupi.
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Inadequate manpower

As of January 2017, the police-population ratio of
Karnataka was 145 per one lakh population against
sanctioned ratio of 183, national average of 198 and
United Nations norm of 222. Representation of women is
flve per cent of working strength against a desired
representation of up to 33 per cent as per Ministry of
Home Affairs (MHA) advisories issued from time to time.

The Department agreed (November 2017) that shortages
in manpower existed and further stated (December 2017)
that the current policy in the State was to raise the
representation of women to 20 per cent and efforts were
on to recruit more police officials especially women.

The Department needs to implement an action plan to fill
the vacancies at the earliest with emphasis on
recruitment of women.




3
%32.63 crore (2013-14),%30.43 crore
(2014-15) and %3.25 crore (2015-16).

Delay in submission of Annual Action Plan

During 2012-13 to 2016-17, there was a delay of at least
four months in submission of Annual Action Plans (AAP)
by the Department. Delayed submission and consequent
delay in approval of AAPs delayed the release and
utilisation of funds.

The Government stated (December 2017) that such
delays would be avoided in future and that funds for
2015-16 and 2016-17 would be utilised by December
2017 and March 2018 respectively.

(Paragraph 2.1.6.3)

Loss of central grants

The delayed releases and utilisation of Central and State
share of funds resulted in a loss of entire Central grants
during 2013-14 and 2014-15. The total loss of Central
Grans amounted to ¥66.31 crore® . Since no funds were
released during 2013-14 and 2014-15, the department
could not carry out activities planned for these two years.
In addition, the department also lost State share of grants
of 44.20 crore i.e. 40 per cent share of the central grants
lost.

The Government accepted (December 2017) the
observation and stated that delays would be avoided in
future.

(Paragraph 2.1.7.1)




Utilisation of MPF scheme fund towards
inadmissible items

Office equipment viz.,, fax machines, photocopier etc.,
furniture items viz., chairs, computer tables, etc., vehicles
such as cars, training fees, consultancy fees, expenditure
on annual maintenance contract etc., were inadmissible
under the MPF scheme. However, we observed that
inadmissible items worth ¥10.26 crore were procured.

The Department stated (November 2017 and December
2017), that the MHA was requested to permit the State to
procure the said items under the state share of MPF
scheme as the items procured were essential to run the
office. It also stated that such deviations would not occur
in the future.

(Paragraph 2.1.7.3)

ATMISSIBLE ITEMS

8 Office Equipment
Furniture ltems
<« Vehicles
Training Fees
49 Consultancy Fees

8  Expenditure on AMC




Infrastructural deficiencies in test-checked police
stations

The police station is the primary point of interaction

between the citizens and police and is a key functional

. . . . .

jﬁll] unit from where the police discharges its task of
maintenance of law and order, investigation of cases etc.

The infrastructure provided in the 60 test-checked police

stations are indicated in Chart below:
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Out of the 60 test-checked police stations, we observed
that:

Separate room for witness examination and barrack
facility respectively were not available in 41 and 43 police
stations.

Separate toilet for men and women visitors, separate

.o room with toilet for ladies and lockups with internal toilet

*II respectively were not available in 34, 32 and 31 police
stations.

Other infrastructural deficiencies included arms kept in
"g" open without locking facility, lockup room used as
computer room. etc.

e
(A

1stMarch 2017
g 2

Lockup room used as a Arms kept open in Devaraja Police Station, Mysuru
computer room in Grameena
Police Station, Kalaburagi

a

(Paragraph 2.1.8.1)
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Shortage of weapons in the State

Though the Department procured arms under MPF
scheme during 2012-13 to 2016-17, shortages vis-a-vis
Bureau of Police Research and Development (BPR&D)
scales were observed in respect of 5.56 mm INSAS, 0.303
Truncated Rifle, TG Gun 37/38 mm etc.

(Paragraph 2.1.9.1)

Non-achievement of enhancement of quantum of
police vehicles

During 2012-13 to 2016-17, there was hardly any
improvement in the number of vehicles available under
this scheme as the condemnation of old and obsolete
vehicles exceeded the procurement of new vehicles.

The Government agreed (December 2017) that since
condemnation of all vehicles older than seven years in one
go is not possible, condemnation in stages in sync with
replacement was taken up.

(Paragraph 2.1.10.1)
Delay in adoption of modern technology

Communication sets of the Department were Analog
which had reached its maximum lifespan. Further, due to
delay in obtaining wireless operating licence, it could not
procure modern digital communication equipment.
Hence, the Department lagged in adopting modern
technology for communication.

The Government replied (December 2017) that action is
being taken to procure good digital technology sets.

(Paragraph 2.1.11.1 and 2.1.11.2)




Non-availability /non-functioning of equipment in
training centres

In three test-checked training institutes?, trainees were
deprived of training in various modern weapons due to
non-functioning of fire arms simulator. Further, Police
Training School, Khanapur was functioning without
necessary obstacles required for outdoor training. In
addition, audit observed shortage of outdoor trainers
when compared to prescribed BPR&D norms in two® out
of three test-checked training institutes.

The Government replied (December 2017) that the
proposal for purchase of new simulators for training
@ institutions was in progress. Further, it stated that the
obstacles were since repaired and were in good condition.
It also stated that action was being taken in respect of
shortage of instructors.
(Paragraph 2.1.13)

“4Karnataka Police Academy, Mysuru; Police Training Centre,
Kalaburagi and Police Training School, Khanapur.

SPolice Training Centre, Kalaburagi and Police Training School,
Khanapur.
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Special Police Forces

The State Government established several special police
forces/ units viz.,, Coastal Police Stations, Anti Naxal
Force, Special Weapons and Tactics Team (SWAT),
Anti-Sabotage Check unit, etc., with the intention of
strengthening  infrastructure  for  patrolling  and
surveillance of territorial waters, to carry out routine
combing operations, to enhance the scope of armed
response and to carry out initial/routine checks to negate
any sabotage attempt respectively. Hence, the personnel
of all the special police forces were required to be trained
in specialized courses. We observed that the special
police forces were neither equipped nor trained to the
optimal extent.

(Paragraph 2.1.14)
Delay in implementation of Megacity Policing

Implementation of Megacity Policing was delayed for
more than two years depriving the city police of extensive
CCTV Surveillance and upgraded Dial 100 Systems.

The Government replied (December 2017) that the
balance funds would be utilised by the end of 2017-18.

(Paragraph 2.1.15)




INFORMATION SYSTEMS AUDIT

3.1 “Sajala” Revenue Billing & Collection System
in Bangalore Water Supply and Sewerage Board

Bangalore Water Supply and Sewerage Board (BWSSB)
implemented ‘Sajala’ Revenue Billing and Collection
System with the objectives of improving accuracy in bill
payments, hassle free service and facilitating better
monitoring by top management.

Significant audit observations on Information Systems
Audit of ‘Sajala’ for the period 2012-13 to 2016-17 are
brought out in the subsequent paragraphs.
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Lapses in system design

Lapses in design of the system resulted in gaps in billing
and non-generation of bills periodically. This led to
non-levy of meter charges of %¥1.11 crore for unbilled
periods.

The Government while accepting the non-generation of
bills periodically, stated in its reply (December 2017) that
the process of ‘pending reading’ would be refined to
mandate the raising of short amounts against unbilled
periods. It stated that a proposal to limit the non-billing
period to two months in unforeseen events was currently
under perusal in the New Metering Policy.

(Paragraph 3.1.6.3)
Inconsistencies in meter charges

Incorrect application of business rules resulted in short
levy of Meter charges on working meters to the extent of
%1.47 lakh (loss of revenue) and excess levy of meter
charges on non-working meters to the extent of ¥3.94
crore.

The Government replied (December 2017) that at the
instance of audit, 616 distinct RR_numbers verified till
date were found to have this shortcoming. It was also
stated that these cases were referred to Operations and
Maintenance (O&M) for compliance.

(Paragraph 3.1.6.4)
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Levy of penalties for non-implementation of Rain Water
Harvesting system and Occupation certificate

Levy of penalties towards Rainwater Harvesting and
Occupation Certificate was poorly implemented. This
resulted in loss of revenue of ¥3.08 crore.

The Government replied (December 2017) that it had
taken action to penalise all the consumers who had not
implemented RWH from November 2017 billing cycle
onwards. Further, it stated that though ‘Sajala’ was
upgraded to assist in implementing the regulation for levy
of additional water and sanitary charges for
non-submission of occupancy certificate that new feature
was not effectively utilised by the O&M division.
(Paragraphs 3.1.6.5 & 3.1.6.6)

Non-utilisation of Automatic Meter Reading system

A review of data in ‘Sajala’ system revealed that although
2,267 connections were fitted with Automatic Meter
Reading (AMR) meters as on 15 March 2017, AMR billing
was done only in respect of 133 consumers accounting
for 193 bills raised. This indicated poor utilisation of AMR
infrastructure, which defeated the very purpose of fixing
AMR meters.

BWSSB agreed (November 2017) that AMR billing was
done in respect of only 133 consumers and also stated
that it would be coming out with an AMR policy. Further,
the Government replied (December 2017) that actions
were taken to provide AMC for all AMR meters to
streamline the existing issues.

(Paragraph 3.1.7.2)



Security in ‘Sajala’
Absence of password policies, insecure operations over
Hyper Text Transfer Protocol instead of Hyper Text
Transfer Protocol Secure (HTTPS) coupled with
incomplete audit trails indicated poor appreciation of the
need for security.

The Government replied (December 2017) that the ‘Sajala’
would be completely switched over to HTTPS from
1 December 2017 onwards. It further stated that the
password policy would be implemented in a complete
manner at the earliest.

(Paragraphs 3.1.8.1,3.1.8.2 and 3.1.8.3)

Under utilisation of advantages from Centralised
Information System

Strategic advantages arising from the centralisation of
‘Sajala’ Billing and Collection Software were not
understood and utilised by the Senior Management of
BWSSB. Instead, it continued to carry out certain
operations in a decentralized manner requiring the sub
divisional officers to carry out the adjustments manually.

(Paragraphs 3.1.8.5)
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Quality of data

Non-traceability of records available in the child table —
metered connections to the parent table — consumer
table indicated data integrity problems in the database.
Further, audit observed that there was improper input of
data in the table of metered connections which could
result in the risk of incorrect billing. In addition, there was
incorrect classification of consumers i.e., domestic,
non-domestic and partially non-domestic.

Hence, due to such inconsistencies in data and
non-validation of data, the information in the system was
unreliable and BWSSB was exposed to the risk of
incorrect decision making and risks of incorrect billing.

(Paragraph 3.1.10.1, 3.1.10.2 and 3.1.10.3)




CHAPTER

COMPLIANCE AUDIT

4.1 Thematic Audit on appointment, promotion
and pay-fixation of Teaching staff

The applicability of Regulations/guidelines of University
Grants Commission (UGC), All India Council for Technical
Education (AICTE) and Medical Council of India (MCI) for
the educational institutions is depicted in the chart below:

Applicability of Regulations/Guidelines

Department of Department of
Higher Medical
Education Education

Engineering Medical
Degree d
Collages an Colleges

Polytechnic
Colleges
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While norms for recruitment of teaching staff of
Universities and colleges are prescribed by UGC, the
norms for recruitment of teaching staff of Engineering
Colleges & Polytechnics and Medical Institutions are
prescribed by AICTE and MCI respectively. AICTE in
consultation with MCI, prescribes norms for pay-scales of
teaching staff of Medical Colleges.

The audit covering the period 2006-07 to 2016-17 was
conducted to assess whether the norms/guidelines
prescribed by UGC/AICTE/MCI for appointment as well as
extension of pay scales to the teaching staff were
complied with. The methodology adopted included
test-check of service records of teaching staff at the
Commissionerate, Department of Collegiate Education
and Medical Education, Directorates of Collegiate
Education and Technical Education and Universities.

Significant audit findings

Appointments without adhering to requirement of all-India
advertisement and/or constitution of selection committee

Sixty-seven candidates were appointed as teaching staff
of Universities/ Degree Colleges/Engineering Colleges
without adhering to requirement of all India advertisement
and/or constitution of selection committee.

(Paragraph 4.1.3.1)




Appointments  without eligibility conditions of
NET/SET/SLET and/or Ph.D as per norms

Thirty-four teaching staff were appointed in five
Universities and four degree colleges even though the
candidates did not possess the mandatory essential
qualifications and/or National Eligibility Test (NET) or
State Level Eligibility Test (SLET) or Ph.D.

(Paragraph 4.1.3.2 (c))
Irregular promotion

Five lecturers of five polytechnic colleges were promoted
as Principals even though they did not possess requisite
qualification as prescribed by AICTE.  Director of
Technical Education had given notional promotions to 25
teaching staff with effect from an incorrect date, which
resulted in extending promotion to the candidates during
ineligible period.

(Paragraph 4.1.4.3 and 4.1.4.2)
Irregularities in extension of pay scales

Audit observed extension of UGC/AICTE pay scales to 924
teaching staff, who did not possess qualification i.e,
NET/SLET or Ph.D, which was a mandatory condition
prescribed by UGC in 136 test-checked Degree/ B.Ed/Law
colleges and nine Universities.

(Paragraph 4.1.5)

The State Government (Higher Education in its reply and
Medical Education in the exit conference) stated
(December 2017) that after examination of cases and
obtaining opinion of the Finance Department final
compliance report would be submitted.
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4 Other audit observations

Poor quality assurance by the Karnataka State Drugs
Logistics and Warehousing Society resulted in distribution
of non-standard quality drugs. Besides, the Society failed
to recover %2.11 crore being the cost of these
non-standard quality drugs.

(Paragraph 4.2)

Karnataka State Drugs Logistics and Warehousing
Society failed to insert specific clause in the
tender/contract document for availing concession on
Central Excise Duty. This resulted in avoidable expenditure
of ¥76.55 lakh towards purchase of ambulances.

(Paragraph 4.3)

Karnataka Housing Board delayed payment of
compensation for more than 21 years in respect of 1 acre
20 guntas of land acquired at Valagerahalli, Bengaluru.
This resulted in payment of enhanced compensation of
%15.26 crore under the Land Acquisition Act, 2013.
(Paragraph 4.4)

There was suspected embezzlement of 20,000 in
Karnataka State Child Labour Eradication Society by
fraudulently manipulating the invoices presented for
payment.

(Paragraph 4.5)




In five districts, there were huge variations in the number
of students to whom uniforms were distributed under
Vidya Vikasa Yojane during 2015-16 and 2016-17 when
compared to the student strength as per U-DISE data. This
indicated that there was a possibility of excess
distribution of uniforms worth %1.72 crore in five districts.

(Paragraph 4.6)

Excess acquisition of 0.24 acres of land by the Revenue
Department and its transfer to South Western Railways
resulted in extra expenditure of ¥9.75 crore by the State
Government.

(Paragraph 4.7)

Karnataka Urban Water Supply and Drainage Board
adopted higher shell thickness of Mild Steel Pipes in two
Water Supply Schemes to Bailahongal and Guledagudda,
which resulted in avoidable expenditure of ¥1.67 crore.

(Paragraph 4.8)

Bangalore Development Authority awarded work of
construction of Signal Free Corridor to a contractor
without ensuring availability of land in violation of
Karnataka Public Works Departmental Code. This resulted
in rescinding of the contract and avoidable expenditure of
%99.33 lakh on settlement of contractual obligations.

(Paragraph 4.9)
Executive Director of Karnataka Backward Classes
Department Buildings Construction Society

unauthorisedly invested ¥10.50 crore of Society funds in
Mutual funds and incurred a loss of *1.79 crore. This loss
was fraudulently misrepresented as profit of ¥0.23 crore
by ignoring mutual fund investment of ¥2.13 crore by
Bangalore Development Authority in favour of the Society.
This also resulted in a loss of ¥1.14 crore on account of
interest foregone and freezing of Society’s accounts to the
extent of *4.67 crore.

(Paragraph 4.10)
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