In accordance with the provision of Section 49 of the Govemment of Union
Territories Act, 1963, the Comptroller and Auditor General of India submits his
Audit Reports to the Licutenant Governor of the Union Territory of Puducherry
for being laid on the table of the Legislature of the Union Territory. The Audit
Report and the Audit Report on Union Territory Finances for the year ended
31 March 2012 have been laid on the table of Union Territory Legislature
on 449 3'%[-3 2013. The important audit findings contained in these
Reports are as follows:

L Audit Report on Union Territory Finances
(A)  Finances of the Union Territory Government

The UT Government incurred revenue expenditure of ¥ 3,222 crore as against
the revenue receipts of T 2,771 crore during the year 2011-12. The revenue
receipts, as a percentage of GSDP decreased to about 20 per cent in 2011-12
which used to be in the range of around 23 per cent in 2007-11 due to decrease
in non-tax revenue. The UT Government continued to depend heavily on
Government of India, as the latter contributed to about 46 per cent of the total
revenue receipts of UT.

The revenue expenditure of ¥ 3,222 crore during 2011-12 constituted about
90 per cent of total expenditure. The committed expenditure such as salaries,
pension and interest payments constituted 54 per cent of revenue expenditure
and 62 per cent of the revenue receipts.

As of 31 March 2012, Government had invested ¥ 949 crore in Government
companies and co-operative institutions. The return on these investments was
0.4 per cent, while the Government paid interest at an average rate of
7.8 per cent on its borrowings during 2011-12.

The outstanding fiscal liabilities increased from ¥ 2,923 crore in 2007-08 to
T 4,588 crore in 2010-11 and to ¥ 5,441 crore (19 per cent) in 2011-12. The
fiscal liabilities constituted 39 per cent of GSDP and 196 per cent of revenue
receipts in 2011-12. The debt sustainability of UT Government is threatened
by high interest burden and wide resource gap.



(B)  Financial Management and Budgetary control

During 2011-12, expenditure of ¥ 3,785 crore was incurred against total grants
and appropriations of ¥ 4,978 crore, resulting in overall savings of
T 1,193 crore. In 119 cases, no expenditure was incurred against the provision
of ¥ 776 crore. Provision of funds for free supply of computers to the
scheduled caste students were made without ensuring the feasibility of
spending and funds meant for creation of infrastructure for the scheduled caste
people were used for payment of electricity charges of PWD offices,

(C)  Financial Reporting

Utilisation Certificates were not given by various institutions for grants-in-aid
of ¥ 491 crore. The delay ranged from one to more than nine years. Twenty
three autonomous bodies/authorities had not submitted their annual accounts
due for the period upto 2010-11 as of December 2012 to Audit. The Union
Territory Government departments reported 307 cases of misappropriation,
loss, defalcation, etc., involving Government money of ¥ 39 crore upto March
2012. Final action on these cases were pending for periods ranging from one
to more than 15 years.

II. Audit Report

The Report contains one Performance Audit, one Chief Controlling Officer
based Audit and the compliance audit paragraphs. The highlights of important
audit findings are given below:

Performance Audit on ‘Functioning of the Government Industrial
Training Institutes’

The Industrial Training Institutes in the Union Territory function to ensure
steady flow of skilled workforce to meet the growing manpower
requirement of the industries. A Performance Audit on ‘Functioning of the
Government Industrial Training Institutes (ITIs) in the UT was taken up to
assess whether the ITls were managed efficiently as per the norms laid



down by the Director General of Employment and Training, Government of

India. The important audit findings are:

Against nine ITls proposed to be opened during Eleventh Five Year period
(2007-12), only two ITIs were opened.

The ITIs continued to offer some of the courses without National Council
for Vocational Training affiliation and as a result the trainees were
provided with provisional certificates in lieu of National Trade Certificates,

which would hamper their job prospects at Mational level.

An amount of ¥ 10 crore released by Government of India to four ITIs for
development of infrastructure and teaching facilities through Public Private
Partnerships was not utilized as Department could not ensure the active

participation of industrial partners.

Though six trades were identified for upgradation under the scheme
*Vocational Training Improvement Project’, the syllabus of the respective

trades were not revised as envisaged in the scheme.

‘5kill Development Initiative Scheme’ introduced during 2009-10 to improve
the skills of early school leavers and existing workers in the industries was not
implemented effectively due to failures in identifying the needs of industry and
to form a registered society in time and other administrative delays.

There was shortfall ranging from 40 to 70 per cent in filling up of available
seats under Apprenticeship Training programme indicating that ITIs did not
ensure placement of their successful candidates with the industries for practical

experience as apprentices.

Chief Controlling Officer based audit of the Directorate of School

Education

The Union Territory Government of Puducherry implements various schemes

through the Directorate of School Education to provide education to the



students by spending about ¥ 300 crore per annum. The Government schools
catered to 50 and 68 per cent of the students at the elementary and secondary
levels respectively in the year 2011-12 and thus continued to play a major role
though it was progressively less preferred. Some of the audit findings that
resulted from the Chief Controlling Officer based audit of the Directorate of
School Education are given below:

There was no Perspective Plan formulating long term strategies to deliver
quality education. Delay in release of funds led to non-acquisition of lands for
constructing class rooms and providing playgrounds and failure to ensure
availability of land and feasibility of extending the existing buildings resulted
in non-availing of the loan sanctioned by NABARD.

Enrolment in the Government schools showed a declining trend and they were
lagging far behind the private schools in respect of pass percentage of students
at Secondary and Higher Secondary level examinations.  The gap in
performance between the students belonging to scheduled castes and the
general category students had reduced over the years at the Secondary school
level. However, the gap between them remained static at about 16 per cent at
the Higher Secondary level.

Shortfalls were noticed in provision of basic amenities such as classrooms,
toilets, playgrounds and computers. Short fall was also noticed in

implementing various schemes for the benefit of students.
Compliance audit of Transactions

The audit of financial transactions, test-checked in various departments of the
Govemnment and their field offices and Government companies revealed
instances of loss of revenue, wasteful/avoidable expenditure, blocking of funds
and other irregularities. Some of the important audit findings are given below:



Injudicious termination of contract by Public Works Department for
construction of a fishing harbour at Mahe resulted in avoidable time and cost

escalation of T 33.63 crore.

Failure of the Land Acquisition Officer and the Executive Engineer, Public
Works Department to acquire land by invoking urgency provision resulted in
avoidable expenditure of ¥ 1.05 crore.

Failure of the Registrar of Co-operative Societies to get approval of the UT
Government for enhancement of the authorized share capital of a society
within the due dates for repayment of loan led to avoidable payment of penal
interest and foregoing of rebate totaling ¥ 33.09 lakh and further liability of
T13.02 lakh.

Failure of the Principal, Pondicherry Engineering College, to utilise the grants
in time for construction of a hostel for Scheduled Caste students, resulted in
blocking of funds of ¥ 1.75 crore for six years.

The Puducherry Value Added Tax Act provides for payment of tax at one
per cent at the point of last purchase of old and beaten gold or silver
jewellery. Three assessees of Pondicherry I assessment circle had disclosed
purchase of old gold and silver for ¥ 68.92 crore in the monthly returns
filed by them for the years 2010-11 and 2011-12. The dealers, however,
did not pay tax on the purchase value though they were liable to pay tax at

last purchase point. The non payment of tax worked out to ¥ 68.92 lakh.

PIPDIC deviated from the accepted principles of financial propriety and
nominated a private party as a Joint Venture partner without following
tender process. Further, failure to adhere to milestones led to cancellation
of allotted coal block resulting in non accrual of envisaged benefit of

availability of cheaper power.

Sanction of short term loan to a private company without adequate financial

safeguards resulted in non-recovery of ¥ 2.51 crore.
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