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The department-wise position of arrears in preparation of pro forma accounts and
investments made by the Government in respect of three such undertakings, are
given in Appendix 3.3. Out of the three, two were running in loss (State Water
Transport Department and Text Book Office). Accounts of Text Book Office
were in arrears from 1987-88. In the absence of up-to-date accounts, the current
financial status of the Text Book Office could not be ascertained.

Booking of receipts or expenditure under the Minor Head- ‘800-Other Receipts’
and “800-Other Expenditure’ is considered opaque classification of receipts and
expenditure as these heads do not disclose the schemes, programmes, etc., to
which the amounts relate. These minor heads normally accommodate the
receipts/expenditure which cannot be classified under the available programme
minor heads or due to incorrect identification of receipts/expenditure under the
available heads of account at the state of budget preparation.

During 2018-19, under 12 major heads in the Revenue and Capital sections,
expenditure aggregating to T1015.46 crore (88.27 per cent of the total expenditure
amounting to X1,150.42 crore in these heads) was classified under the minor head
‘800-Other Expenditure’.  The entire expenditure under ‘Road Transport’,
“Capital Outlay on Urban Development’, ‘Capital Outlay on Hill Areas’ and
"Capital Outlay on New and Renewable Energy’ was classified under the omnibus
Minor head *800-Other Expenditure’, instead of depicting the same under relevant
minor heads below the functional major heads as indicated in Appendix 3.4

Similarly, under 17 major heads, revenue receipts aggregating 3458.23 crore
(92.47 per cent of the total receipt amounting to ¥495.56 crore under these heads),
were classified under minor head ‘800- Other Receipts’. The entire receipts under
nine Major heads were classified under the omnibus Minor head ‘800-Other
Receipts’ as in Appendix 3.5.

Classification of large amounts under the omnibus Minor head “800-Other
Expenditure/Receipts” reflected lack of transparency in financial reporting.

Article 297 of the Kerala Financial Code provides that cases of defalcation or loss
of public money, stamps, stores or other property should be reported to the
Accountant General (General and Social Sector Audit)/Accountant General
(Economic and Revenue Sector Audit), Kerala as well as to the Heads of
Departments.

The final action on 140** cases of misappropriation, defalcation, etc., involving

* This includes cases detected by Audit during local audit as well as cases reported by Government
departments as per codal provisions.
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Government money amounting to 322.41 crore was pending with the State
Government. The position up to June 2019 is detailed in Appendix 3.6 and
Appendix 3.7. The pending cases in each category as emerged from these '
appendices are summarised in Table 3.2. A

Table 3.2: Profile of misappropriations, losses, defalcations, ete.

~ B. Nature of the pending cases =
Nature/characteristi Number ﬁ :Amount
g : _ - involved
e Dolaases Pt ) Do of the cases T of cases B 2in lokh)
i Less than 3 years 34 1397.18 . 126.61
510 % 23027, Thef -
1015 20 274.06
15-20 29 256.14 Misappropriation/ | 118 211446 |
 20-25 | 15 50231 | loss of material ,__
25 and above 17 | 24.19) |
T Total || 140 | " 772241.07 |Total pending cases| 140 2241.07_

Source: Cases reported by departments of the State Government

The reasons for delay in finalisation of outstanding cases were analysed by Audit
and are summarised in Table 3.3.

Table 3.3: Reasons for outstanding cases of misappropriations, losses, defalcations, etc.

anding pendmg Casee paumber 'I(li::]ag;i?lf.' A'Tmu'nt'
Sk ks 01' cases s (Tin la__kh)
Awaiting departmental and criminal investigation 9 0-8 169.62 |
| Departmental action initiated but not finalised P26 0-21 1159.56
3. | Awaiting orders for recovery or write off 90 0-51 | 809.64
' Pending in the courts of law 15 4-44 102.25
. Total 0 224107

Source: Information received from Departments of the State Government

Timely action needs to be taken to settle the misappropriation cases in order to
bring defaulters to book and to have a deterrent effect on others.

The Accounts of four Autonomous Bodies, the audit of which was entrusted to the
Comptroller and Auditor General of India under Sections 19 (2), 19 (3) and 20 (1)
of the Comptroller and Auditor General’s (Duties, Powers and Conditions of
Service) Act, 1971, were due for four years. Final action on 140 cases of
misappropriation, defalcation amounting to ¥22.41 crore was pending with the
State Government.

80




7, The Government may ensure timely submission of the accounts of the
7 autonomous bodies, the audit of which was entrusted to the Comptroller and
Auditor General of India under Sections 19(2), 19(3) and 20(1) of the DPC Act.

The Government may take timely action 1o settle cases of
misappropriation/defalcation, theft and loss of public money.

(K., ANAND)
Thiruvananthapuram, Accountant General
The (Audit-11), Kerala
Countersigned
New Delhi, (GIRISH CHANDRA MURMU)
The Comptroller and Auditor General of India
81
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Appendix 3.6
Department/duration-wise break-up of cases of misappropriation, defalecation, et.
(Reference: Paragraph 3.6; Page 80 )

(Tin fal.‘h _

Agriculture 2007 2 571 1 553 g0 8961

Animal i
2 i
Husbandry 3 1.82 4 1.30 i 0.02 8 A L4

Archives :
Department 1 0.20 1 0

Co-operation 1 1.92 1 3.80 2 b
Cultural 3 379.03 _ 3 37941

Affairs
Finance-
National 1 0.45 1 (0
Savings
Finance -
Treasuries
Fisheries
and Ports
General
Education
. Health and
Family
Welfare — 2 0.41 3 17.09 4 14.24 2 149.03 1 0.81 1 1.64 |3 18335
Health
Services
Health and
Family
Welfare —
Indian
System of
Medicine
. Health and
Family
Welfare — 3 63.57 2 8.53 3 18.03 1 0.69 9 QO
Medical
Education
Higher
Coneation =3 ) g8 2 093 I 002 6 4381
Collegiate
Education
Home
' Department- 3 15.44 1 0.38 4 1582
| Police
- Industries
and 1 40.00 1 0.31 2 4041
Commerce .
v Information
and Public 1 13.78 | 1378
i. Relations

1 066 2 64.49

b3

68.14 3 3269 3 4076 3 480 14 21154
1 3.85 1 0.53 2 405

4 36.77 3 5.83

Lad

4.91 7 11.07 3 076 4 4.68 24 [ J =

1 0.20 1 9.30 1 1.84 3 LA
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cocalSell ) g308 1 042 1 1122 4 651 2 263 9 104.76
Government

18, Motor i 0.10 1 7.93 2 8.03
Vehicles

19.  Mining &
Geology 1 17.46 1 17.46
Department

20.  Planning and
Economic 1 6.86 1 6.86
Affairs

21 {’\“fr]}‘(‘; 1 1.88 3 5.88 4 7.76

22. Revenue —
Survey and 2 5.63 2 5.63
Land records

23.  Scheduled
Castes and
Scheduled 1 026 2 2.52 1 017 4 2.95
I'ribes
Developmen
t

24 Social ] 14.95 ) 2 23.87
Justice

25. Taxes 1 53.32 1 49.03 ! 2.61 3 104.96

26, Technical 1 35.10 I 35.10
Education

27 Water 2 626.84 3013564 3 400 8 766,48
Resources _ ‘

l.’)] S




. Appendix 3.7
Department/category-wise details in respect of cases of 1oss to Government dw,
y. S to theft, misappropriation and loss of Government maicrial
(Reference: Paragraph 3.6; Page 80)
(? i lakilh)

Agriculture 10 89...6] 1 8961

1.
2. Animal Husbandry 6 2.30 2 0.84 8 314
3. Archives Department 1 0.20 1 (2
4, Co-operation 2 5.72 2 s
5. Cultural Affairs 3 379.03 3 379.03
6. Finance — National Savings 1 0.45 1 0.5
7. Finance - Treasuries 14 211.54 14 211.54
8. Fisheries and Ports 2 438 2 438
9. General Education 11 4.46 13 59.56 24 64.02
Health and Family Welfare — i en an
10 ool Services Y 13 183.22 13 183.22
1.ttt nd oy et o wm 0w
ealth and Family Welfare — .
12. i_rlldian System of‘Medei]crian: 3 11.34 3 11.34
13. I-ligh::r.Educaiinn — Collegiate 5 022 4 4361 6 4383
Education
14. Home Department- Police 4 15.82 4 15.82
15. Industries and Commerce 2 40.31 2 40.31
18. infonpation and Public I 13,78 i 1378
Relations
17. Local Self Government 1 83.98 8 20.78 9 104.76
18. Planning and Economic Affairs 1 6.86 1 6.86
19.  Motor Vehicles 2 8.03 2 8.03
20. Mining & Geology 1 17.46 1 17.46
21. Public Works 4 7.76 4 7.76
20 Revenue — Survey and Land 5 563 5 563
records
23 Schcduled Castes and Scheduled a .95 4 505
Tribes Development
24. Social Justice 2 23.87 2 23.87
25. Taxes 3 104.96 3 104.96
26. Technical Education 1 35.10 0 0 1 35.10
Water Resources 1 0.55 7 765.93 8 766.48
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Timeliness and Quality of Accounts

Number of accounts excluded from monthly Civil Accounts during 2019-20

The due date of closing of Monthly Civil Accounts is the 25% of succeeding month.
First List of Payments (LOP) containing supporting schedules and vouchers is due
to be received by the A&E Office by 18" of the same month and the second LOP
along with supporting documents is due to be received by 8™ of succeeding month.

It is commendable that there were no delays in monthly rendition of accounts by
the account rendering units and no exclusion was noticed in the Monthly Civil
Accounts.

4.18 = Misappropriations, losses, thefts; ¢tc.

Article 297 of the Kerala Financial Code provides that cases of defalcation or loss
of public money, stamps, stores or other property should be reported to the
Accountant General (General and Social Sector Audit)/Accountant General
(Economic and Revenue Sector Audit), Kerala as well as to the Heads of
Departments.

The final action on 147°° cases of misappropriation, defalcation, etc., involving
Government money amounting to %2539 crore was pending with the State
Government.

Table 4.18: Profile of misappropriations, losses, defalcations, etc.

A. Age-profile of the pending cascs B. Nature of the pending cases

Amount
; Amount : ? o 4
Number . - Naturc/characteristi; Number involved
involved

A58 ; D b i L CASes A0S - A
of cases (Z in lakh) ¢s of the cases of cases | (Tinlakh)

Range in years

LessthanSyears 29 590.02 e I T 126.39
5-10 31 123575
10-15 ST s 86.81 Misappropriation/ 127 - 241256
15-20 ~ 29 495610 = loss of material o :

L 120525 F N 24NN 0258 B e

- 25andabove . 17 ... - 2818/ .

~
tn
)
tn

nding cases

Total 147 = | 2538.95| | Total pe

Source: Cases reported by departments of the State Government

The reasons for delay in finalisation of outstanding cases were analysed by Audit
and are summarised in Table 4.19. Department wise details are also shown in
Appendix 4.3,

0 This includes cases detected by Audit during local audit as well as cases reported by Government

departments as per codal provisions.
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Table 4.19 Reasons for outstanding cases of misappropriations, losses, defalcations,
etc.

Sk

Number: o Amount
No. i

Reasons for the delav/outstanding pending cases :
: 2p b of (T in lakh)

Awaiting departmental and criminal investigatio

Departmental action initiated but not finalised -

Awaiting orders for recovery or write off

Pending in the courts of law

Source: Information received from Departments of the State Government

Timely action needs to be taken to settle the misappropriation cases in order to bring
defaulters to book and to have a deterrent effect on others.

4.19 7 Follow up action on State Finances

In Kerala State the PAC/Finance Department require the line Departments to
provide a suo motu Explanatory Note (EN) on the paragraphs featuring in the Audit
Reports within two months of placing the Reports in the Legislature. The line
Departments are also required to provide Action Taken Notes (ATNs) to the AG
(for vetting and onward transmission to the PAC) within two months of tabling the
Reports.

At the instance of the Public Accounts Committee (PAC), the Finance Department
issues instructions to all the Departments to initiate suo moto action on all
paragraphs and reviews featuring in the Audit Reports irrespective of whether the
cases had been taken up for examination by PAC or not.

However, only one sitting of PAC was conducted during 2019-20 to discuss the
paras in the SFAR and discussion of all paras in the SFAR up to the year 2014-15
only had been completed.

Positive Indicators
1. No exclusion was observed in monthly civil accounts.

2. No delay in monthly rendition of accounts by the account rendering units.

-©
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Negative Indicators

1. Persistent trend of cess/royalty/fund not being credited to Consolidated Fund
of the State.

2. Continuing cases of regulators maintaining ‘Fund’ outside Public Account
of the State (Funds of the Kerala State Electricity Regulatory Commission).

Increased tendency to postpone liabilities due, to the next financial year.
4. Increasing number of outstanding UCs.

5. Increasing arrears in respect of annual accounts of Autonomous bodies and
PSUs.

6. Increasing amount under Suspense Heads.

7. Non reconciliation with and accumulation of funds in Bank Accounts.

8. Classification of large amounts under the omnibus Minor Head ‘800’
affecting transparency in financial reporting and distorting proper analysis
of allocative priorities and quality of expenditure.

4.21 Recommendations

1. The Government may bring all the funds lying outside the Consolidated Fund/
Public Accounts in breach of constitutional provisions, within the fold of
Consolidated Fund/ Public Accounts.

2. Government should avoid deferring clear cut liabilities.

3. The Government may ensure timely submission of utilisation certificates by the
departments in respect of the grants released for specific purposes.

4. The Finance Department may review all PD/STSB/PSTSB accounts to
ensure that all amounts unnecessarily lying in these PD/STSB/PSTSB
accounts are immediately remitted to the Consolidated Fund. Further, the
Finance Department may reiterate the instructions contained in the financial
rules and ensure that appropriate action is taken against departmental
officers who fail to follow the rules.

5. Finance Department may consider evolving a system to expedite the process
of compilation and submission of annual accounts by autonomous bodies and
departmentally run undertakings in order to assess their financial positior.

6. The Government may consider preparing a time bound framework for taking
prompt action in cases of misappropriation, loss, theft, etc. and strengthening
the internal control system to prevent recurrence of such cases.

©
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7. The Finance Department may, in consultation with the Accountant General
(A&E), conduct a comprehensive review of all items presently appearing
under minor head 800 and ensure that all such receipts and expenditure are
in future booked under the appropriate heads of account.

(K. P. ANAND)
Thiruvananthapuram, Principal Accountant General
The 16 September 2021 (Audit-1I), Kerala
Countersigned
New Delhi, (GIRISH CHANDRA MURMU)
The 04 October 2021 Comptroller and Auditor General of India
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Appendix 4.3
Department wise break-up of cases of misappropriation, defalcation etc.
(Reference: Paragraph 4.18, Page 156 )
(¥ in lakh)
i Reasons for the delay in final disposal of pending cases of misappropriation,
Casesof ’ losses, theft, ete.

misappropriation/ o Criminal
Awaiting Departmental
departmental action initiated

losses /theft of Procecdines
T = Pending in the
finalised but s

Government e I finalised <ol
oS and crimina hut not finalised courts of law
material s recovery of the

amount pending

of Amount f j i of Amount

Name of Department

L 45 0 - 0 0 8 86.39 1 3.07
' Agriculture P T R R R - :
Animal Husbandry 5 2 15. o . [ 4 Bk _O 3
Nt 7E DM B ) PN e i 0200 0 0
Archaeology S S e Gz
SN SN BT B T ] A 192 1 380
Co-operative GalEL i (SRR : . :
cultural -
Di_rec'tdra'\té__'_qf_:i-leaI_tl_jn.- _ 0
. Directorateof 0
. Medical Education |
CRECien Sovcauon 0
Forest and Wild life
Gene_ra[ E_du_c_atian -
Higher Education
. i 10.67
" Home -
_ Industries” 0
indian Systemof | 0
‘Medicine :
Information & Public 0
~ Relations. =
. Local Self . 3.82
" Government ;
i 0
~ Mining and Geology
S T 0 i 6.86 0 0 0 0
‘Planning Board 1 S : 0 - Y
R 4 S| 0 0 0 4 7.75 0 0
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Appendix 4.3 Concld.
(< in lakh)

Reasons for the delay in final disposal of pending cases of misappropriation.:
Casesof losses, theft, ete

misappropriation/ i Criminal
| “Awaiting Departmental
j-departmental action initiated

losses /theft of
Government

Proceedings

- . Pendine in the
finalised but ending in the

Name ofl)cpartmcm A nEe ?m(I gl:imi!w! but not I‘lpuliscd R N T e courts of law
investigation F'otal N
; ; - amount pending i
. ! ‘ ‘\]]]t}unt
1 5.60 0 6o o -0 1 - 5860 0 0
Revenue N el i :
Schedule Caste and 4 2.94 0 0 2 2.27 R 050 . 1 - 017
Schedule Tribe : : | i
Sk 2 14.38 0 0 1 5.46 0 . 0 l\ 8.92
s 3 1Q4.97 I 49.03 1 53.32 1 - 2761 E 0 .0
Technical Education A 0 N 0 o a0 i > 0
3 8.03 0 0 0 0o 2 803 -0 0
Transport _ e _ e - -
16 = 41294 0 0 3. 202068 7 - 14025 6 7063
Treasury b : -
8 766.48 0 0 B A 5 13305 @ O : 0
Water Resources : : -
Total 147~ 2538.95 14 174.32 36 | 1454.62 83 808.20 14 101.81
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released by them had been utilised. This dilutes the legislative control over the
| Government expenditure system.

Article 297 of the Kerala Financial Code provides that cases of defalcation or
loss of public money, stamps, stores or other property should be reported to the
Accountant General (Audit I)/Accountant General (Audit I1), Kerala as well as
to the Heads of Departments.

The final action on 99*2 cases of misappropriation, defalcation, etc., involving
Government money amounting to 219.34 crore was pending with the State
Government.

Table 4.14: Profile of misappropriations, losses, defalcations, etc.

Less than S years 22 773.01 Theft 10 16.44

>~ 10 3 8028 — ,
10-15 11 45.02 Misappropriation/ 89 1917.73 ‘
1520 15 133.00 _ loss of material f
20-25 18 89.78

25 and above . 2(_) . 43.08 :

Source: Cases reported by departments of the State Government

The reasons for delay in finalisation of outstanding cases were analysed by
Audit and are summarised in Table 4.15. Department wise details are also
shown in Appendix 4.4.

Table 4.15: Reasons for outstanding cases of misappropriations, losses,
defalcations, etc.

¥

Sk

1. Awaiting depanm_cnta_l_ and___;:rin_l_ina_l inve_stiga@ion__ - 16 40.88
2 D_epz_i_rlmgmal action f.nitiatf_;d but n.ot_ ﬁ.n"alise.d_ S | ____ 50 1521.79
3. _Awéiting ordérs .1-‘:_0r fgc::overy or wri.te off _ B _ | ._ 18.97

4A. Pending in the courts of law | 20 352,53 |

Tot

Source: Information received from Departments of the State Government

Timely action needs to be taken to settle the misappropriation cases in order to

** This includes cases detected by Audit during local audit as well as cases reported by Government
departments as per codal provisions.




bring defaulters to book and to have a deterrent effect on others.

In Kerala State the PAC/Finance Department require the line Departments 1o
provide a suo moto Explanatory Note (EN) on the paragraphs featuring in th
Audit Reports within two months of placing the Reports in the Legislature. The
line Departments are also required to provide Action Taken Notes (ATNs) 0
the AG (for vetting and onward transmission to the PAC) within two months o
tabling the Reports.

At the instance of the Public Accounts Committee (PAC), the Finance
Department issues instructions to all the Departments to initiate suo moto action
on all paragraphs and reviews featuring in the Audit Reports irrespective o
whether the cases had been taken up for examination by PAC or not.

The receipt of ATNs from the line departments in respect of the State Finances

Audit Report from the year 2016-17 to 2018-19 are pending. The details are
shown in Table 4.16.

Table 4.16: Number of Audit Paras for which ATN due from Government

P
201607 | _ 2 .
2 L. 8
3 2018-19 5

Only one sitting of PAC was conducted during 2020-21 to discuss the paras in
the SFAR and discussion of all paras in Chapter I and II in the SFAR up to the
year 2015-16 only had been completed.

I. There was persistent trend of cess/royalty/fund not being credited to
Consolidated Fund of the State.

2. There were cases of regulators maintaining ‘Fund’ outside Public Account of
the State (Funds of the Kerala State Electricity Regulatory Commission).

3. 12 utilisation certificates for 222.44 crore were not received by the AG(A&E).

4. Non reconciliation with respect to PD Accounts is fraught with the risk of
misuse of public funds.

5. Autonomous bodies (23 numbers) were to render annual accounts to C&AG.
The arrears in submission of accounts ranged from one to seven years.

6. There were delays in initiating departmental action, fixing liability, issuing
orders of recovery, etc; in respect of cases of misappropriation/loss of public
money.




__',.___,..‘-.__.___-._._:__-..._..._...,__,_._ e i ,.-_;_.:__._.._.__,-“;'_‘.._-_'_....._;__-'_-.'

1. The Government may bring all the funds lying outside the Consolidated
Fund/ Public Accounts in breach of constitutional provisions, within the

Jold of Consolidated Fund/ Public Accounts.

2. Finance Department may consider evolving a system to ex edite the
A &

process of compilation and submission of annual accounts by

autonomous bodies and departmentally run undertakings in order to

assess their financial position.

3. The Government may consider preparing a time bound Jramework for
taking prompt action in cases of misappropriation, loss, theft, etc. and
Strengthening the internal control System to prevent recurrence of such

cases,
!
(K. P. ANAND)
Thim\-’anamhapuram, Principal Accountant General
The, (Audit 1) , Kerala
Countersigned
““L%V’-—

New Delhi, (GIRISH CHANDRA M URMU)
The Comptroller and Auditer General of India

21 April 2022




Appendix 4.4

Department wise break-up of cases of misappropriation, defalcation, etc
(Reference: Paragraph 4.14, Page No: 145)

(¥ in lakh)

Agriculre 91 45690 4 713 3, 2857) 1 976 0.23 1
Animal 1 0.35 0 0 1 0.35 ¢ 0 0 0
‘Husbandry - | B
Archives ] 0.2 0 0 1 0.2 0 0 0 0
Department _ _ - _
Co—o_pgrativ_cw ] 2 207.27 0 0 2 29727 0 0 0 0
Directorate 13 15.65 30 724 7 435 2 003 1 4.03
of Health
Services . _ _ _ _ I R S
Directorate 1 0.06 0 0 1 0.06 0| 0 0 0
of Medical
Education | =~ [ S R AU S N IO BN |
Finance” L0 o0 0 1 0 0 0 0
y Fisheries 1 03 o0 o0 1 08 0 0 0
Forest and 5 31.85 0 0 4 29.35 0 0 1 2.50
wildlife |
General 10 21.67 0 0 4 16.82 5 3.75 ] 1.10
Higher 3 4381 11543 2 27.45 1 0.2 ] 0.73
‘Edueation |
‘Home 4 356 1 02 1 1920 0, 0 20 15
Industries By 031 0 o 1 03l 0 0 0 0
Indian 1 1.85 0 0 1 1.85 0 0 0 0
System of
T\/1n{di_cin_l__¢_:_ _____ i







