CHAPTER-1

Introduction

The report of the Committee on Prevention of Corruption, popularly known as the
Santhanam Committee, resulted in setting up of the Central Vigilance Commission
(CVC). The establishment of the Commission was considered essential for evolving
and applying common standards in deciding cases involving lack of probity and
integrity in administration. The CVC, thus, came into being through Government of
India Resolution dated 11.02.1964 as an apex body for exercising general
superintendence and control over vigilance administration.

Further, as a result of the directions given by the Supreme Court, in the writ-petition
filed in public interest by Shri Vineet Narayan and others in the Hawala cases, to
confer statutory status to the CVC, the Government of India promulgated an
Ordinance in 1998. This ordinance conferred upon the CVC the powers to exercise
superintendence over the functioning of the Delhi Special Police Establishment and
review the progress of the investigations conducted by them pertaining to alleged
offences under the Prevention of Corruption Act, 1988. The Government introduced
the CVC Bill 1998 in the Lok Sabha to replace the Ordinance. However, the Bill
could not be passed and the Government notified that the CVC would continue to
discharge its function under the Government’s Resolution dated 4.4.1999. The Bill
was re-introduced in 1999 and was referred to the Joint Committee of both Houses
of Parliament which submitted its report on 22.11.2000. The CVC Bill remained with
the Parliament and could not become an Act till September 2003 and the
Commission continued to discharge its functions under the Government’s Resolution
dated 4.4.1999 till September 2003.

Current Status

The CVC Bill introduced by the Government in 2003 and was passed by both the
Houses of the Parliament. The President gave assent to the Bill on September 11,
2003. The CVC Act provides for constitution of a Central Vigilance Commission, to
inquire or cause inquiries to be conducted into offences alleged to have been
committed under the Prevention of Corruption Act 1988 by certain categories of
public servants of the Central Government, Corporation established by or under any
Central Act, Government companies, Societies and Local authorities owned or
controlled by the Central Government and for matters connected therewith or
incidental thereto.

Important Features of The CVC Act, 2003

(@) The Commission shall consist of a Central Vigilance Commissioner
(Chairperson) and not more than two Vigilance Commissioners
(members);

(b) The Central Vigilance Commissioner and the Vigilance Commissioners shall
be appointed by the President on recommendation of a Committee
consisting of the Prime Minister (Chair-person), the Minister of Home Affairs
(Member) and the leader of the opposition in the House of the People




(Member).

(c) The term of office of the Central Vigilance Commissioner and the Vigilance
Commissioners would be 4 years from the date on which they enters their
office or till they attain the age of 65 years, whichever is earlier.

(d) The Commission, while conducting the inquiry shall have all the powers of a
Civil Court, with respect to certain aspects.

Powers and Functions of CVC

a) to exercise superintendence over the functioning of the Delhi Special Police
Establishment (DSPE) with respect to investigation under the Prevention of
Corruption Act, 1988; or offence under CRPC for certain categories of
public servants and to give directions to the DSPE for purpose of
discharging this responsibility.

b) to review the progress of investigations conducted by the DSPE into
offences alleged to have been committed under the PC Act;

C) to undertake an inquiry or cause an inquiry or investigation to be made into
any transaction in which a public servant working in any organisation, to
which the executive control of the Govt. of India extends, is suspected or
alleged to have acted for an improper purpose or in a corrupt manner;

d) to tender independent and impartial advice to the disciplinary and other
authorities in disciplinary cases, involving vigilance angle at different stages
i.e. investigation, inquiry, appeal, review etc.;

e) to exercise a general check and supervision over vigilance and anti-
corruption work in Ministries or Departments of the Govt. of India and other
organisations to which the executive power of the Union extends;

f) to chair the Committee for selection of Director (CBIl), Director (Enforcement
Directorate) and officers of the level of SP and above in DSPE.

To give effect to the provisions of the Act, the Commission also exercises further
powers and functions entrusted to it under the Government of India Resolution
No.24/7/64-AVD dated 11.2.1964 and has been empowered to make regulations not
inconsistent with this Act.

Jurisdiction

The jurisdiction of the Commission extends to all organisations to which the
executive power of the Union extends. However, for practical reasons, the
Commission presently advised only on vigilance cases pertaining to certain
categories of employees. The jurisdiction of the Commission is restricted to ‘Group
A’ officers in Central Government, All India Service Officers, and other officers of
public sector undertakings, autonomous organisations, local authorities, societies
etc. as notified by the Government; for investigations to be made into any complaint
alleging offences under the PC Act.



Commission’s Jurisdiction

a) Members of All India Services serving in connection with the affairs of the
Union and gazetted officers of the Central Government;

b) Board level appointees and other senior officers upto two grades below the
Board level, in the Public Sector Undertakings of the Central Government;

c) Officers of the rank of Scale Il and above in the Public Sector Banks;

d) Officers of the rank of Assistant Manager and above in the Insurance Sector
(covered by LIC and GIC and four non-life insurance companies in the
Public sector); and

e) Officers drawing basic pay of Rs. 8700/- per month and above in
autonomous bodies/local authorities or societies owned or controlled by the
Central Government.

Nonetheless, the Commission retains its residuary powers to call for any individual
case in respect of employees other than those who are within its normal advisory
jurisdiction. In addition, cases of difference of opinion between the CBI and the
concerned administrative authorities, in respect of employees who are not within the
normal jurisdiction of the Commission, are also resolved by the Commission.

Approval of Central Government

The CVC Act provided for inclusion of the following section, after Section 6 of the
DSPE Act.

The DSPE shall not conduct any inquiry or investigation into any offence alleged to
have been committed under the PC Act 1988 except with the previous approval of
the Central Government where such allegation relates to:

(@) the employees of the Central Government of the level of Joint
Secretary and above; and

(b)  such officers as are appointed by the Central Government in
Corporations established by or under any Central Act, Government
Companies, Societies & Local authorities owned or controlled by that
Government.

However, such approval is not necessary for cases involving arrest of person on
the spot on the charge of accepting or attempting to accept any gratification other
than legal remuneration.

Advisory Role

The advisory role of the Commission extends to all matters on vigilance
administration referred to it by the organisations/departments. However, on reports
called for by the Commission, the departments are bound to seek its advice.



The investigation reports furnished by the CVO or by the CBI are examined in the
Commission and, depending upon the circumstances and facts of each case, the
Commission advises (a) initiation of criminal and/or departmental proceedings
against the concerned public servant(s); or issuance of administrative warning to
him/her; (c) or the closure of the case. The Commission’s advice at this stage is
termed as first stage advice.

The departmental proceedings could be for imposition of a major or a minor penalty.
The inquiry report in major penalty cases is furnished to the Commission for its
second stage advice before taking a final decision. It also tenders second stage
advice in those cases in which the departmental proceedings for minor penalty were
initiated on its advice, but the administrative authorities propose exoneration on
consideration of defence statement.

Present Commission

In terms of the Central Vigilance Commission Act 2003, the Commission has been
made a multi-member body, consisting of the Central Vigilance Commissioner (CVC)
and two Vigilance Commissioners (VCs) as its members. The appointment of the
CVC as well as that of the VCs has been made by the President on the
recommendations of a Committee consisting of (a) the Prime Minister, (b) the
Minister of Home Affairs and (c) the Leader of the Opposition in the Lok Sabha. Shri
P. Shankar, IAS (Retd.) has been appointed as the Central Vigilance Commissioner
by the President for a period of four years. Shri H.J. Dora, IPS (Retd.) and Shri
Janki Ballabh (Retd. Chairman, State Bank of India) have been appointed as
Vigilance Commissioners for a period of three years.

Staff Composition

The Central Vigilance Commission is assisted by a Secretary (of the rank of
Additional Secretary to the Government of India), two Additional Secretaries (of the
rank of Joint Secretary to the Government of India) and other staff which include nine
officers (of the rank of Director/Deputy Secretaries), an OSD and four Under
Secretaries. In addition, there are fourteen Commissioners for Departmental
Inquiries (CDIs) who are nominated to conduct departmental inquiries relating to
major penalty proceedings on behalf of the disciplinary authorities in serious and
important disciplinary cases. The group-wise staff strength of the Commission as on
31.12.2003 and related information is at Annexure - I.

Technical Wing

The Commission is actively assisted by its Technical Wing called the Chief Technical
Examiner’s Unit with two Chief Technical Examiners (of the rank of Chief Engineer)
who are assisted by eight Technical Examiners (of the rank of Executive Engineer),
six Assistant Technical Examiners (of the rank of Assistant Engineer) and other
subordinate staff.

CTE’s unit of the Commission is engaged in examination of civil, electrical works
including air-conditioning and horticulture works being executed by Ministries/
Departments of Government of India, Central Public Sector Undertakings, Banks and



Financial Institutions and Cooperative Bodies etc. falling within the jurisdiction of the
Commission.  The inspection of stores purchase contracts and works for
computerization etc. also undertaken by the CTE’s Unit.

Chief Vigilance Officers

The Chief Vigilance Officers act as the extended arms of the Commission. These
important field functionaries head the vigilance units in the departments/
organisations to which the advisory jurisdiction of the Commission extends. The
CVOs are required to provide expert assistance in advising the Head of the
concerned organisation in all vigilance matters concerning it. The CVO is the key
link between the departments/organisations and the CVC and his function is to
minimize factors which provide opportunities for malpractices, by initiating review of
systems, procedures and by introducing suitable measures of preventive vigilance in
a sustained and effective manner. On the punitive side, the CVO ensures speedy
processing of vigilance and disciplinary cases. The Commission has introduced a
monthly reporting system for the CVOs besides the Quarterly Statistical Returns
which is integral part of reporting by CVOs about the vigilance activities of the
organisation.

Through the monthly reporting system and increased interaction with the CVOs in
the Zonal meetings, Sectoral meetings and personal visits of CVOs to the
Commission, wherever necessary, the Commission ensures that the CVOs are
vigilant and effective. It obtains from each CVO a detailed note highlighting his
performance during the year, and an action plan for implementation during the
following year. It also attaches considerable importance to training of CVOs and
other vigilance personnel, and has come to an understanding with the CBI Training
Academy, Ghaziabad, for imparting training to CVOs.

Seven departments of the Government of India, and the larger Public Sector
Enterprises, Banks and Insurance Companies have full-time CVOs while others have
part-time CVOs. The total number of posts of full-time CVOs is 186. Functions of
CVOs in other organisations are performed by the part-time CVOs who are officers
of appropriate level already working in the organisation.

The Commission, during the year, considered the suitability of 212 officers
recommended by the administrative authorities for appointment to the post of CVOs
in different organisations.



CHAPTER-2
Observations & Initiatives

General Observations

The Central Vigilance Commission Act was passed by both Houses of Parliament
and duly notified after receiving the President’s assent on September 11, 2003. This
in itself is a landmark and translates into legislation the general sentiments
expressed by the Hon’ble Supreme Court in what is popularly known as the Vineet
Narain case. The Act, as it has finally emerged, is more or less in line with the
earlier Ordinances promulgated in respect of the CVC. The significant additions
which have been made, are the provisions relating to the superintendence of the
Commission over the working of the CBI and its role in the selection of personnel of
CBI from the Director down to the level of Superintendents of Police and similarly,
the Commission’s responsibility for the selection of the Enforcement Director and the
key personnel in this Directorate. The intention of the Hon’ble Supreme Court in
recommending the conferment of statutory status on the Commission was with a
view to empowering it and strengthening its hands towards raising the standards of
vigilance administration in Government and in the Public Sector Undertakings and
Banks. The expectations of the people which are already high have been further
raised by this enactment.

The Commission however has taken this status of working on a more cautious and
humble note. The Commission has been performing various tasks relating to
vigilance administration ever since its constitution in 1964 and the Act has not added
very much to it other than the role of the Commission relating to the CBI and the ED.
Much of the Commission’s functioning has not been specifically mentioned in the
Act, though Section 24 of the Act empowers the Commission to discharge all the
functions entrusted to it under the original Resolution of the Government vide MHA’s
No0.24/7/64-AVD dt.11.02.1964. The legislation however qualifies the Commission’s
superintendence over the vigilance administration of Government and other
organisations, with the addition of a proviso: “nothing contained in this clause shall
be deemed to authorise the Commission to exercise superintendence over the
vigilance administration in a manner not consistent with the directions relating to
vigilance matters issued by the Government and to confer power upon the
Commission to issue directions relating to any policy matters.” It is difficult for the
Commission to envisage any conflict or inconsistency between Government policy
and the Commission’s directions issued in the interests of improving transparency
and openness in public administration. It is to be hoped that Government and the
Commission would be able to work harmoniously towards fulfiiment of the
expectations of the judiciary, the civil society and the public at large towards
achieving higher standards of probity and integrity in the performance of their
functions by public servants.

Initiatives during the year

The Commission in its Report for the year 2002 had already mentioned the
importance of the role of CVOs in various Government and other organisations



including Public Sector Banks and Undertakings and the Commission’s efforts
towards streamlining and closer monitoring of the working of these CVOs. The
Commission is happy to report that this closer monitoring and interaction with the
CVOs has improved the clarity on vigilance-related procedures in these
organisations and to that extent increased the effectiveness of vigilance as such.
The Commission has however felt that there is an imperative need to make the
selection of the CVOs itself more transparent. During the last 2 years, the
Commission has realised the importance of the care to be bestowed on the initial
selection of the CVOs. The effectiveness of the vigilance administration in
organisations and more important the attitude of the entire management towards
vigilance hinges critically on the way the CVOs perform. The CVO has to be
perceived as a man of un-impeachable integrity and character and seen acting with
a sense of balance and clear understanding of the organisational requirements and
above all free from any bias. The Commission has made certain suggestions to
Government for making the process of selection of CVOs more transparent and
objective. The Commission has advocated total transparency in Government
functioning to combat corruption and the selection process of CVOs cannot be
an exception to this. The Commission has come across several instances in the
past where there have been problems in the organisations because of errors of
judgement in the selection of the CVOs. The Commission also notes with distress
the tendency on the part of officers to canvass for the post of CVOs and that too in
particular PSUs and using political and bureaucratic influence to get selected as
CVOs in various organisations. This will seriously erode the credibility of the CVOs
and ultimately the entire structure of vigilance.

It is in this context that the Commission has been maintaining that just as the
Election Commissioner requires total involvement in the selection of the Electoral
Officers for the smooth conduct of elections, the CVC would also require total
involvement in the selection and supervision of CVOs. The Commission has, in
fact, identified a significant number of organisations where it would like to be
involved directly in the selection of CVOs to ensure that the CVOs in these
organisations are able to perform effectively and with the required degree of
credibility. In the absence of this, the role of the CVC as envisaged in the CVC
Act, namely as an apex body for exercising general superintendence and control
over vigilance matters in administration, is bound to get weakened and
undermined.

It has been observed by the Commission that the expectations of the people from
the Commission have increased considerably over the last 5 years and the
conferment of the statutory status on the Commission would only increase this
further. Such high expectations are clearly manifested in the number of complaints
the Commission receives from the public. In 2002 the Commission received 16629
complaints and in 2003, 11397. Unfortunately, a majority of the complaints are not
such as are actionable by the Commission. A very small number, less than 500 in
effect, are ultimately found fit to be pursued through the CVOs of the concerned
organisations. One of the problems the Commission has been facing is the
relentless pursuit of their complaints, by the complainants who expect, perhaps
justifiably, an acknowledgement from the Commission and even an occasional report
on the progress of the investigation. While the Commission understands the
keenness and interest of the complainants, given the volume and the



Commission’s nature of functioning as set out in the CVC Act, the Commission
finds this difficult to achieve. The Commission has therefore deliberated on this
at length and evolved a “Complaints policy”. The Policy has been set out on the
Commission’s website. The underlying principle governing this policy is that, as
envisaged in the CVC Act, the importance of the complaints is principally as
“source information” on a perceived misconduct on the part of any public servant
which should entail action against him under the Conduct Rules governing his
service or under the Prevention of Corruption Act. The Commission is not an
agency to look into and settle the grievances of the complainants. Any relief
the complainant receives on account of the action pursued by the Commission on
the complaints is purely incidental to such action. The Commission feels the
creation of ombudsmen in at least the major Government Departments having
significant public dealings could address this important area of public concern
and reduce the feeling of desperation among the public forcing them to
approach institutions like the CVC for redressal of their grievances.

The Commission is realistic enough to admit that the impact of the Commission on
the working of vigilance administration as such and on the broader plane of
corruption can only be limited. As could be seen from the Commission’s Annual
Reports over the years, the number of cases where the Commission advises
disciplinary action leading to major or minor penalty is very small as against the large
number of public servants in Government and public sector organisations. It may be
that the Commission’s monitoring of such disciplinary action may itself have
some effect of deterrence. The Commission however has come to realise that
more important is the need to bring about improvements in the systems with a view
to reducing the scope of corruption. No body can deny that if Government
procedures and systems provide for greater transparency and openness; if
there is better communication between the public servants and those whom
they serve; and if there is greater accountability on the part of the public
servants through a genuine respect for the right to information and by
providing such information required by the public, there will be automatic
reduction in complaints and the need for vigilance action. It is in this spirit that
the Commission has intensified its efforts to study sensitive areas of public contact in
various departments through its team of officers. The Commission has issued
directions for increased use of Information Technology and websites for
publication of government tenders, and increased adoption of e-procurement and e-
billing. The Commission has also made specific suggestions to improve the
working of organisations like the Employees Provident Fund Organisation (EPFO)
and the Protectorate General of Emigrants. The Commission will undertake many
such studies in the coming years. The Commission has also decided to work in
tandem with the Department of Administrative Reforms as it perceives
vigilance and administrative reforms as but two sides of the same coin.

It is to be hoped that Government and its senior officials do not look upon the
Commission’s initiatives as encroachment of their powers and transgression
by the Commission of the proviso to Sec 8 (h) of the CVC Act. Government
needs to be positive about the Commission’s initiatives, and could always follow up
the Commission‘s directions to evolve a comprehensive policy keeping in view the
spirit behind the Commission’s directions. The Commission’s directions are
invariably in areas where there is absence of clear-cut policy and need to be



seen as catalysts for the development of policies. If there is agreement on the
need to reduce corruption and to improve the quality of service to the public, there
could never be any conflict between the agencies involved in this.

The Commission has also commented in its last report on the inadequate attention
paid to vigilance administration by the administrative departments and the top
managements of Banks and PSUs. Delay in disciplinary action is largely
attributable to the general apathy shown by the various levels of disciplinary
authorities to the important area of vigilance administration. But at the same
time Commission is pained to note the tendency on the part of some senior officers
in both Government and in the public sector organisations to make the CVO
and the CVC the scapegoat. Whenever the question of delays in settling
disciplinary action is discussed the ready solution to the problem seems to be to
recommend dispensation with consultation with the Commission either at the first
stage or the second stage or both. A scientific analysis of delays would clearly lay
the blame at the internal functioning of the organisation and not the CVC or UPSC.
The Commission has enjoined on the Ministries and organisations the need to
reduce delays and to conclude disciplinary proceedings within an acceptable
framework of time. The Commission in fact has cautioned disciplinary
authorities that any undue delay on their part in taking decisions on vigilance
issues could themselves invite vigilance action. Apart from studying the
requirement of personnel, training of officers in the areas of investigation of
complaints, preparation of precise and brief chargesheets, effective presentation of
departmental cases and conduct of inquiries themselves needs to be undertaken on
a large scale. The Commission is currently addressing this important area of
training in vigilance administration.

The Commission has been concerned with the delays it notices in matters such
as sanction of prosecution. It is true that both Cr.PC and the PC Act have given
the power to sanction prosecution to the Competent Authority in Government but
even though the Supreme Court in the Vineet Narain’s judgement has clearly laid
down that the Competent Authority has to give its decision within three months, there
are disturbingly far too many cases pending such sanction. While this is a very
important protection that the law has conferred on the public servants so that they
are not subjected to legal action for decisions taken by them in the bonafide exercise
of their functions, at the same time, if the objective of the law is to be kept in mind,
this power to accord sanction or otherwise would need to be exercised with a
great deal of thought and objectivity. There has to be openness in the exercise
of such powers and the orders themselves need to be “speaking orders” with
clear reasons assigned to sanction or deny the request for prosecution.
There are enough Court rulings on the exercise of the discretionary powers by a
public authority and the need to have clear guidelines governing such exercise. The
grant of prosecution or denial thereof is a very important area of such exercise of
discretionary power and the Commission would advocate serious consideration of
this by Government. The Commission itself would undertake an exercise to
draft some guidelines in the area, for the consideration of Government.

The Commission emphasized in its Annual Report 2002 about the need to make
vigilance an internal management function. The Commission has carried forward
the initiative to internalise vigilance administration particularly in the larger PSUs and



Banks. After wide ranging of discussions with the Governor, RBI, Chief Executives
of Nationalised Banks, the Indian Banks Association and Government, in the
Department of Banking, the Commission has almost finalised this process. As far as
Banks are concerned, the significant features of this initiative are a clear and
sharper definition of “vigilance angle”; internal/peer analysis of malafide in all
vigilance cases which will be given the same weight and importance as the
independent judgement of the CVO; and delegation of full powers in all vigilance
cases upto the level of Grade-IV officers. It is hoped that this initiative will bring
about greater accountability on the internal management in ensuring adherence to
the required standards of probity and integrity and also remove any needless fear
of vigilance in the minds of officers while taking bonafide and genuine commercial
decisions.

The Commission has also initiated a similar process in regard to larger PSUs. A
Committee under the Chairmanship of Shri Arvind Pande, former Chairman,
SAIL and comprising eminent personalities from the academia and public sector
management, is currently evolving an alternative structure of vigilance for the
public sector undertakings which will be in tune with the current liberalised
scenario where the public sector has to compete with alerthess and dynamism vis-a-
vis its more aggressive private sector competitors. It is hoped that during the current
year this process will also be completed and the Commission will be able to
experiment with an alternative system of vigilance in these public sector
undertakings. The Commission would like to emphasize that the objective of this
exercise is not to dilute the vigilance function in any way in these undertakings
but to make it more objective and internal to the organisation with greater
accountability on the part of the managements themselves. The Commission’s
role would be that of an external auditor of the vigilance function.

While the Commission has taken several steps to simplify vigilance administration
and to confer greater role and responsibility coupled with accountability on the
management themselves in vigilance matters, the Commission would like to flag an
issue which should be of concern to all. The jurisdiction of the Commission extends
to all corporations established by or under any Central Act, Government companies,
societies and other local authorities owned or controlled by the Central Government.
There is a clear sign in the horizon that some public sector undertakings, who
feel perhaps constrained by the superintendence of vigilance in their organisations
by the Central Vigilance Commission, are planning to “get free and enjoy greater
corporate authority” by setting up subsidiary companies in which their own equity
will be kept intentionally below 50%. It is common knowledge that in the corporate
sector majority ownership is always not necessary to control the company. Unless
there is any other shareholder who has more equity than the Government-owned
entity, the control of that new entity continues to be with the public sector
organisation establishing it and therefore the Government. Since the key to the
jurisdiction to the Commission is ownership or control by the Central
Government simply by establishing a new entity or through some disinvestment of a
part of the equity to bring Government holding to below 50%, accountability to the
public through Parliament and jurisdiction of time honoured institutions like the
CAG or the CVC cannot be wished away. It is not a matter of concern for the
CVC alone but should concern Parliament that exercises superintendence of the
affairs of three companies through Parliamentary institutions, such as, the
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Committee on Public Undertaking, the CAG, etc. there is need for openness and
transparency in this issue as much as any other aspect of public administration. The
CVC for its part is extremely alive to the need for elbow-room for the management to
stay ahead of its competitors in an increasingly liberalised and globalised market
scenario. Government and the PSUs would be better off posing the issues of
management, of particular concern to them, to institution like CVC and CAG
rather than try to undermine the spirit of Parliamentary enactments and even
the Constitution through legal legerdemain.

While presenting its Annual Report 2003 for consideration by Parliament, the
Commission would like to make an appeal that these Reports are placed without
any delay on the Table of both Houses of Parliament and thereafter there should
be detailed discussions on the issues raised in the Reports. The Commission has
observed that there is no institutional mechanism such as the Public Accounts
Committee, which discusses the Reports of the Controller and Auditor General of
India, as far as the Reports of the CVC are concerned. Unless there is
cognizance of the issues raised in these Reports by Parliament, the Report in itself
will not have the desired effect or impact on vigilance administration in
Government and its organisations including PSUs.
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CHAPTER-3

Commission’s Activities During the Year

The role of the Central Vigilance Commission is to ensure probity in governance so
that a clean, transparent and efficient public administration exists. In order to
achieve its objectives, the CVC causes inquiries/investigations into various
complaints received by it, tenders advice to the disciplinary and other authorities and
undertakes independent examination of works and procedures followed by the
organisations, through the Chief Technical Examiners Unit (CTESs).

The Commission perceives that vigilance is an internal management function and its
role as an apex anti-corruption organisation is that of a supervisory body. It gives
impartial and objective advice to the disciplinary and other authorities on cases
where the public servant is alleged to have acted for an improper purpose or in a
corrupt manner in the discharge of his official duties.

The complaints from general public is one of the sources of investigations/inquiries
initiated by the Commission. However this constituted only 5% of the overall cases
where final orders were passed by the organisations during 2003. 1% of the cases
were due to investigation by CTEs, about 15% of the cases were referred by CBI
and 79% of the cases were referred by the CVOs. Thus the majority of the cases
where in final orders were issued by the organisations on the advice of CVC were as
a result of action initiated by the organisations themselves, either through their
internal audit, vigilance or investigation on complaints received by them, directly.
Nevertheless the Commission continues to receive large number of complaints from
the general public, though most of them do not relate to vigilance matters or are
outside the purview of the Commission.

Complaints

The Commission as a matter of policy, does not entertain anonymous or
pseudonymous complaints nor does it allow other organisations to do so. However,
if any department/organisation proposes to look into any verifiable facts, alleged in
such complaints, against any employee, the department/organisation may refer the
matter to the Commission for concurrence through the CVO or the Head of the
Organisation. The Commission, while discouraging such anonymous or
pseudonymous complaints, has also taken steps to inspire confidence in potential
complainants by offering to maintain confidentiality as to the identity of the
complainant if there is apprehension of any retributive action against the
complainant.

While the Commission received 11397 complaints during the year 2003, nearly
one third of them were anonymous or pseudonymous and were filed as per its
policy. A large number of complaints were also found to be vague, general
and without specific allegations. There were also complaints which did not
contain any allegation with vigilance angle but were more in the nature of
grievances or on administrative issues. Complaints were also received in large
numbers against public servants who were not within its advisory jurisdiction like
public servants working in the State Governments.
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Only 487 (4 per cent) complaints received required further action and these
were duly forwarded to the CVOs of the concerned departments or were
referred to the CBI, for investigation and report (Charts 1 and 2).

The Commission, out of a total of 12362 (including 965 brought forward from
previous year) complaints, disposed of 12131 during the year. 231 complaints were
pending scrutiny in the Commission at the end of the year. The nature of complaints
and action taken in respect of the disposed complaints during the year is given in
Table-1.

Table —1

Complaints received and Disposed of During 2003

Complaints Nos. Action Taken
No. of complaints 12362
received and B/F
Anonymous/Pseudonymous 3918 | Filed
Vague/Unverifiable 6052 | Filed
Non-vigilance 1674 | For necessary action to
Orgns. / Deptts.
Verifiable 487 | For investigation to
CVvO /CBI
Total disposed of 12131
Pendency 231
Chart-1 Chart-2
Nature of Complaints Action Taken on Complaints
(% share) (% share)
O Anonymous/pseu £.0%
4.0% donymous o, 40% i
13.8% W Vague/unverifiabl 13.8% AiFled
e ENA to Orgns

ONon-vigilance
Olnv. & report to
O Verifiable CVOI/CBI
82.2%

49.9%

Vigilance Cases

The Commission examines a large number of vigilance cases arising out of
investigations conducted by the CVO or by the CBI for giving its advice. This
process of consultation with the Commission can be at first stage, for initiation of
criminal and/or departmental proceedings or at the second stage for imposition of a
major or minor penalty after completion of departmental proceedings. Its second
stage advice is also required for exoneration in a case where the Commission had
advised for minor penalty proceedings, at the first stage.
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The Commission has significantly cut down the time taken by it in tendering its
advice to the Departments in the vigilance cases referred to it. The average time
taken by the Commission in tendering its advice is about four weeks and almost 62%
of its advices are tendered within three weeks of receipt of the cases and only 21%
of the cases are delayed beyond four weeks mainly due to non-receipt of complete
inputs or some additional details.

Receipt and Disposal of Cases

During the year under report, the Commission received 6993 cases for advice as
against 6465 received in 2002. However, this year the Commission tendered
significantly higher number of advices in 8042 cases, compared with 6626 advices
tendered by the Commission in 2002. As compared to the last year the total pending
cases carried forward to the next year are only 393 as against 1442 brought forward
from the previous year.

Over the last ten years there has been a general increase in the number of cases
referred to the Commission for advice (Chart- 3). Consequently, there has also been
a steady increase in the volume of work handled by it (Chart -4).

Chart-3
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Chart-4

Number of Cases Disposed of by the Commission
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First stage advice cases

The Commission tendered its first stage advice in 3918 cases during the year,
of which 574 were on the investigation reports of the CBI and 3344 were on
that of the CVOs (Table 2). Among the CBI investigated cases, it advised
prosecution in 21.1 per cent of the cases, major penalty proceedings in 31.6 per cent
cases and minor penalty proceedings in 11 per cent cases (Chart-6). Among the
CVO investigated cases prosecution was advised by the Commission in a mere 0.3
per cent cases; major penalty proceedings in 31.2 per cent cases and minor penalty
proceedings in 16.8 per cent cases, the rest being allegations not established
conclusively (Chart -7). In the combined CBI and CVO investigated reports
prosecution was advised in 3.4 per cent of the cases. In 31.3 per cent and 15.9
per cent cases major and minor penalty proceedings respectively were
advised and the allegations could not be conclusively established in the rest of
the cases (Chart-5). Thus, in over 50% of the cases referred to the
Commission, some penalty was recommended.
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Chart-5

First Stage Advice Cases (Total)
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Table — 2

First Stage Advice cases During 2003

Nature of advice On the investigation | Total
reports of
CBI CVvO

Criminal Proceedings 121 11 132

Major penalty proceedings 181 1044 1225
Minor penalty proceedings 63 562 625

Administrative action, 76 574 650

Warning, Caution etc.

Closure 132 1154 1286
Total 573 3345 3918

Chart -6 Chart-7
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As shown in the Table-2 by far the largest number of 1% stage advice cases are
from the departmental vigilance units and investigated by the CVOs (85.3 per

cent approximately). It may also be observed from the charts that the CBIl's
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investigation could result in prosecution or initiation of major penalty
proceedings in about 52.7 per cent cases as against 31.5 per cent cases
investigated by the CVOs. Likewise, the percentage of cases not warranting
any formal penalty proceedings was 36.3 per cent in CBI investigated cases as
against 51.6 per cent of the CVO investigated cases. This indicates the need for
imparting training for improving investigative skills of the investigating officers, in
general.

Second stage advice cases

The Commission tendered its second stage advice in 2669 cases during the
year, of which 230 were inquired by CDI and 2439 were inquired by officers
from within departments/undertakings (Table-3). Based on inquiry reports of
CDI, the Commission advised major penalty in 35.6 per cent (82) cases and
minor penalty in 24.8 per cent (57) cases, and in 27 per cent cases the charges
could not be conclusively proved (Chart-9). On inquiry reports received from
the CVOs, the Commission advised major penalty in 48.8 per cent (1191)
cases, minor penalty in 25.3 per cent (617) cases and in 12.9 per cent cases the
charges could not be conclusively proved (Chart-10).

Most of the cases in which the Commission had advised initiation of major penalty
proceedings at the first stage ended in the Commission's second stage advice for
imposition of a formal penalty (72.9) percent. On the whole, it recommended major
and minor penalty in 47.7 percent (1273) and 25.3 percent (674) cases respectively.
It was in 14.1 per cent of the cases that the charges could not be conclusively
proved.(Chart-8).

Chart- 8
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Table -3

Second Stage Advice Cases During 2003

Nature of | On the CDI’'s On the cases Total
advice Reports received from
CVOs
Major penalty 82 1191 1273
Minor penalty 57 617 674
Exoneration 62 315 377
Other action 29 316 345
Total 230 2439 2669
Chart-9 Chart- 10
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Prosecution and Punishments

In pursuance of the Commission’s advice, the disciplinary authorities in various
organisations, issued sanction for prosecution of 127 public servants, imposed major
penalties on 1432 public servants and minor penalties on 1372 public servants
during 2003 (Table 4, Chart-11). This includes 14 Indian Administrative Service
officers; two Indian Police Service Officers; one Deputy Director General, three
Commissioner of Income Tax; one Chief Commissioner & one IRS officer of CBEC,;
one (retired) IPS officer against whom prosecution sanction issued by the
department; one General Manager, D/o Telecom; three Deputy General Managers
and two General Managers of public sector banks; one Director of Khadi & Village
Industries Commission who has been dismissed from service; one TEGS-I of a
public sector bank was removed from service; one Chief Engineer, one DMO of M/o
Railways; and one Deputy Chief Post Master of D/o Posts against whom penalty of
pension cut was imposed @ 50%, 50% & 25% respectively. The organisation-wise
break-up of such cases is given in Annexure-Il.

An analysis of organisation-wise break up of penalties imposed by the Disciplinary
Authority in cases where the Commission’s advice was obtained shows that the
maximum number of prosecution sanctions have been issued by Central
Board of Excise & Customs (26). This is followed up by the M/o of Railways
(16); DOPT (15); M/o External Affairs (12); M/o Information and Broadcasting
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(11); United India Insurance Co. Ltd. (7); Central Board of Direct Taxes (5);
Super Bazar (4); MMTC Ltd., M/o Commerce, M/o Labour and Food Corp. of
India each have issued prosecution in 3 cases. Indian Bank, National
Insurance Co. Ltd., Oriental Insurance Co. Ltd., M/o Home Affairs, O/o C&AG,
and M/o Defence each have issued prosecution in 2 cases; and PNB, M/o
Finance, D/o Atomic Energy, D/o Culture, D/o Health, Andaman & Nicobar
Admn. and D/o Company Affairs have issued sanction for prosecution in 1
case each.

The maximum number of punishments including Administrative Action during 2003
have been imposed by the State Bank of India (692, of which 279 are major
penalties); M/o Railways (566, of which 144 are major penalties); D/o Telecom (227,
of which 82 are major penalties); Punjab National Bank (180, of which 70 are major
penalties); Bank of India (136, of which 64 are major penalties); Union Bank of India
(128, of which 74 are major penalties); Central Board of Excise & Customs (102, of
which 54 are major penalties); Delhi Development Authority (75, of which 27 are
major penalties); CPWD (59, of which 15 are major penalties); and Govt. of NCT
Delhi (44, of which 15 are major penalties).

Chart-11

Imposition of Penalties During 2003
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TABLE -4

Imposition of Penalties

Year Number of penalties imposed
Prosecution | Major Minor Administrative | Total

penalty penalty Action

1999 60 897 627 378 1962

2000 51 1116 876 507 2550

2001 53 1067 861 661 2642

2002 51 1162 957 1360 3530

2003 127 1432 1372 568 3499

Amongst the penalties so imposed, major penalties of the higher order, namely,

dismissal, removal and compulsory retirement from service were imposed on 209

officers of various organisations.
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Pendency

The Commission has, significantly lower pendency, during 2003, as a result of its
efforts in streamlining its own functioning. Out of a total of 8435 cases, it disposed of
8042 cases — leaving a pendency of 393 cases only at the end of 2003. Of these,
178 cases were pending for want of clarifications/comments on the CBI reports from
the concerned organisations (Table-5). Thus only 215 cases were awaiting advice
of the Commission.

Table - 5

Number of Cases Received and Disposed of During the year

Cases Investigation | Inquiry Reports | Other Reports/ | Total

Reports and minor | cases such as

(1% Stage) penalty cases reconsideration

(2" Stage) etc.

Brought 908 392 142 1442
forward
Received 3272 2365 1356 6993
Total 4180 2757 1498 8435
Disposed of | 3918 2669 1455 8042
Pending 262 88 43 393

The Commission also monitors the dispatch of advices and timely disposal of cases
in its monthly meetings.

Performance of CVOs

The performance of CVOs are reported to the Commission through the prescribed
Quarterly Statistical Returns (QSRs) and also by way of a detailed note highlighting
their activities. The said note along with an Action Plan for implementation by them
in the ensuing year, supplement the QSRs and highlight more specifically the
qualitative improvement brought out in vigilance work of the organisations
concerned. The performance of the CVOs as reported by them is given in
Annexure-lll.

Apart from the cases of officials under the jurisdiction of the Commission, the CVOs
also take care of vigilance cases in respect of all other officials in the organisation.
During the year 2003, formal punishments were awarded in a total of 7993
cases relating to officials outside the normal advisory jurisdiction of the
Commission and dealt with by the CVOs at their end. Amongst these major
penalty was awarded in 2803 cases and minor penalty was awarded in 5190
cases. The number of such cases ending in formal punishments during the last five
years is as follows (Table-6).
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Table — 6

Penalties Imposed on Cases Outside normal Advisory Jurisdiction of
Commission

Year Major Penalty Minor Penalty Total

1999 3945 7408 11355
2000 4703 10916 15619
2001 4492 10678 15170
2002 3864 9263 13127
2003 2803 5190 7993

Note: The data is based on QSRs and does not include information of those
organisations whose QSRs were not received or contained discrepancies,
hence not strictly comparable.

The Commission also reviews the performance of the CVOs through review
meetings and four such meetings were held during the year in which about 134
CVOs of major organisations attended. During the meetings the Commission
emphasized the need for streamlining the vigilance administration in various
organisations and urged the CVOs to take pro-active action to bring in improvement
in the systems and procedures of the organisations. The other areas covered during
the individual review of the CVOs were preparation of Agreed list and list of officers
of doubtful integrity, identification of sensitive areas prone to corruption and
implementation of rotational transfers of officials working in sensitive areas etc. In
addition, the status of complaints, first stage, second stage advices pending
implementation in the organisations and reasons for delay were reviewed. The
Commission also gave specific directions to the CVOs, wherever necessary.

Pendency with CVOs

The Commission has been pursuing with the CVOs to bring down the level of
pendency. The total nhumber of complaints pending consideration with the
CVOs at the close of the year was 2154. The complaints under investigation
involving Category "A’ officials (i.e. officials under the Commission’s jurisdiction), has
come down (it was 2057 at the close of the year 2002) to 1019 at the close of the
year 2003. Similarly, investigation reports pending with the administrative authorities
in respect of category "A’ officials has come down from 1675 in the year 2002 to 795
in the year 2003. A total of 1678 disciplinary cases in respect of category ‘A’ officers
were pending with various organisations. The number of departmental inquiries
pending with the inquiry authorities was 1038 and the cases with the disciplinary
authorities for finalisation (i.e. issue of final orders) after conduct of proceedings was
640 at the close of the year 2003.

Insofar as cases involving Category "B’ officials (i.e. officials outside the advisory
jurisdiction), the cases at pre-proceeding stage were 6491 at the close of year 2003
(from 9233 at the close of the year 2002), the number of cases pending after
initiating proceedings was 8240 at the end of the year 2003 (compare to 12283 at
the end of the year 2002).
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The overall picture points to the fact that there has been a significant decline in the
level of pendencies with the Departments. However, there is still an imperative need
to quicken the process of conducting the proceedings and finalisation of cases which
is beyond the control of the CVO as these matters are essentially the function of
administration/personnel department. The Commission has been emphasizing the
need for quick finalisation of disciplinary cases and therefore all organisations/
departments need to focus and monitor the progress on this front. The Commission
has also issued directives that the Boards of PSUs should review the activities of
vigilance units once in six months and the details in this regard should be informed
by the CVO to the Commission.

Appointment of CVOs

CVOs are the key link between the Department and the CVC. The Commission
attaches considerable importance to the selection of right candidate for the post of
the CVOs. The Department of Personnel is the nodal agency for appointment of
CVOs in PSUs. It receives applications from the individual officials and then selects
the appropriate official in consultation with the Central Vigilance Commission.
Normally the process of selecting a CVO in a Department takes about six months.
For appointment of CVO in select organisations the DOPT sends a panel of officers
for approval of Commission. The Commission approves and selects a small list
which is forwarded to DOPT for further process of appointment. The Commission,
during the year, 2003 considered the suitability of 212 officers recommended
by the administrative authorities for appointment to the post of CVOs in
different organisations.

The Commission observed that in many organisations the selection of a successor
CVO had taken a long time with the result that the organisations had appointed part-
time CVOs from within the organisation.

The Commission has issued instructions that the process of selection of a successor
CVO should be initiated well in time and in cases, where due to some specific
reasons the successor has not been appointed, the incumbent CVO should not be
relieved. Notwithstanding this instruction, the Organisations/Ministries were making
ad-hoc arrangements. It was also observed that during this interim period the
part-time CVO took decision in a number of cases recommending closure of
cases. The Commission had accordingly advised all Secretaries of the Ministries/
CEOs of PSUs/Banks/Organisations that before closing such cases, part-time CVOs
should report the matter to the Commission and obtain prior approval of the
Commission irrespective of the fact whether the suspected official (s) came within
the jurisdiction of the Commission or not. Unfortunately, this is not being adhered to.

To make the functioning of CVOs effective the Commission had decided that those
officials who are already working under Central Deputation would not be
recommended for appointment as CVO. Further, it directed that the officer who were
being recommended for appointment as CVO in the select organisations, should be
empanelled for appointment as Joint Secretary or equivalent at the Centre. The
Commission is constrained to observe that sometimes the administrative
Ministries did not accept the Commission’s recommendations and rejected the
panel without assigning any cogent reasons. The Commission had suggested to
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the Department of Personnel and Training that if the administrative Ministries had
anything against the officers recommended by the Commission apart from what is
discernible from their ACRs and CBI records, the Secretary of the Department could
inform the Commission and the Commission could consider the matter. Otherwise
the entire exercise of selecting CVO through the Commission became meaningless.
Many a time due to non-acceptance of persons selected by the Commission, fresh
panels are called again and again and the appointment of the CVOs gets delayed.

Some of the cases where there had been considerable delay in the
appointment of CVO are listed below:

National Highways Authority of India

In National Highways Authority of India, tenure of CVO expired on 2.7.2003. DOPT
sent a panel of names of four officers in May 2003. The Commission on 30.05.2003
approved names of two officers but the Ministry of Road Transport did not accept the
Commission’s approved panel and asked for some more names. This has caused
delay in filling the post of CVO in NHAI, a sensitive organisation.

National Aluminium Company Limited (NALCO)

In NALCO, CVO'’s term expired in June, 2002. DOPT sent a panel of one name in
July, 2003. They sent second name in October, 2003. However, the Commission
did not find any of the two officers suitable and asked for another panel in October,
2003. A reply from DOPT was yet to come.

Mumbai Port Trust (MPT)

CVO, Mumbai Port Trust left the organisation on 3.10.2002. A panel of officers from
DOPT was received on 18.11.2002. The Commission approved names of two
officers in February, 2003. But the administrative Ministry found none of the two
officers suitable. DOPT sent a fresh panel in May, 2003. However, the Commission
returned the panel on the ground that administrative Ministries cannot be allowed to
reject panels approved by it without assigning cogent reasons.

On receipt of fresh panel from DOPT, the Commission in December, 2003 approved
another two names for the post of CVO, Mumbai Port Trust. Interim arrangements
continued in the Port Trust and regular CVO was yet to be appointed.

Kolkata Port Trust

The post of CVO in Kolkata Port Trust fell vacant on 06.07.2002. The Commission
on 1% November, 2002 requested the DOPT to send a panel of names of officers for
its consideration. But there had been no response from the DOPT. Internal
arrangements made in the Port Trust were continuing.
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Central Warehousing Corporation (CWC)

On completion of tenure of CVO in Central Warehousing Corporation on
11.01.2003,the DOPT suggested to the Department of Food names of three officers
for the post of CVO in March, 2003. These names had been approved by the
Commission separately. But the Department of Food had not appointed an officer to
the post of CVO, CWC.

Food Corporation of India (FCI)

In December, 2002, the Commission approved a panel of two officers, one IAS and
other 1A &AS, for the post of CVO, Food Corporation of India. However, the panel
was returned by the Department of Food on the ground that the Ministry desired an
officer having experience and background of vigilance/investigation. Accordingly,
DOPT in April, 2003 forwarded a panel of five officers including one IAS and two IPS
officers. In August, 2003, the Commission approved names of two officers, yet no
final decision had been taken and the post of CVO, FCI remained vacant for more
than one year.

BHEL and ONGC

The post of CVO of two important organisations viz. BHEL and ONGC were left
vacant for a period of 10 months and 7 months respectively despite approval of the
CVO by the Commission.

Vigilance Clearance

The Commission has been authorised to give vigilance clearance for board level
appointments in PSUs. During this year, the Commission also issued 414
vigilance clearances in respect of Board Level appointees. However, the
Commission is constrained to observe that some time the vigilance clearance
granted by it has no sanctity. After receipt of vigilance clearance, at times the ACC
asks for reports on complaints which are already closed long back or are created at
the time of consideration of the name of the officer for the appointment, by vested
interest.  Still worse, at times the personnel to whom the Commission denies
vigilance clearance are allowed to continue at important posts or are appointed
despite denial of vigilance clearance from the Commission. The Commission lists 2
such cases found by it in 2003.

Ministry of Civil Aviation

The CBI investigated various aspects of “wet lease agreement” of Al with M/s
Caribjet Incorporated and registered a preliminary inquiry on 30™ March 2000. They
were to investigate the role of various officials including Dy. Managing Director of Air
India. Based on this preliminary inquiry the CBI registered a case against him and
others in February 2003. Thus, knowing fully well that a preliminary inquiry had been
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registered at their instance by CBI against him and others in March 2000, the
Ministry of Civil Aviation should have ascertained the present position of the
investigation from CBI before extending his services beyond 31%' January, 2003.
Seeking the ACC'’s approval subject to vigilance clearance is totally against the spirit
and purpose of seeking vigilance clearance against senior officials before their
appointments as heads of public sector undertakings. The Commission had taken a
serious note of this action on the part of Ministry of Civil Aviation and conveyed its
displeasure.

MMTC LTD.

The Department of Commerce referred a case of extension of tenure of the CMD to
the Commission for vigilance clearance. The particulars furnished by the
Department contained certain adverse remarks which were received against the
concerned individuals and were under investigation at the relevant time. The
Commission also observed that the officer while working as a Director in that
organisation was involved in various irregularities in procurement of materials on
behalf of the PSU. The Commission had advised the Department of Commerce to
refer the matter to the CBl. The Department of Commerce did not take any action on
the Commission’s advice; on the contrary the Department extended the tenure of the
CMD overlooking the fact that the Commission had not given vigilance clearance.
Thus, the action of the Department of Commerce was against the Commission’s
advice.

Systems Improvements

Preventive Vigilance was one of the important area of Commission’s activity
during the year 2003. Apart from advising the CVOs for initiating review of systems
and procedures, the Commission on the basis of the cases forwarded to it, took
measures for systemic corrections.

The Commission observes that many a time procedures/systems are deficient, or at
times they exist but are not adhered to in letter and spirit. In some organisations
codified manuals for functional areas like purchase, contracts, finance, personnel
etc., even if available, are not updated regularly. A majority of the irregularities can
be avoided if such systems and procedures are updated and followed scrupulously
in a transparent manner. While examining cases referred to it for advice, the
Commission makes suggestions to the administrative authorities to modify/amend
the procedures/rules, which had provided a scope for corruption. In order to reduce
the level of corruption through system/procedural improvements, the Commission,
during the year 2003 issued a number of instructions (see box). Some of the
important areas focused by the Commission during 2003 are as follows:

The Commission was of the view that the tendency of PSUs to give expensive gifts
to official in their controlling Ministries/Departments was not desirable and created
infructuous expenditure. It, therefore, issued an order directing PSUs not to send
gifts to government officials.
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Transparency in tender procedures is one of the important areas emphasized by the
Commission. The Commission accordingly issued instructions regarding
implementation of e- procurement/Reverse Auction System in purchases or sales. In
matter of sub-contracting and back-to-back tie up, the Commission has issued
guidelines and dissuaded tendering on nomination basis.

For absolute transparency of tender procedure, the Commission has directed
that all organisations who have a web-site, should put their entire tender
documents on the web-site by January 1, 2004 and other organisations should
put their tender documents on the web-site by April 1, 2004. In this regard the
Commission in a meeting of important PSUs urged upon them to go in for e-
procurement module to ensure transparency and effectiveness in execution of
tenders/contracts for works etc.

Initiatives taken by the Commission

The Commission is of the view that during formative years it is easier to mould the
behaviour of probationers, which at times affects their performance and also
manifests in certain undesirable conduct in dealings with colleagues and the public.
Such traits contribute to awkward inter-personal problems while dealing with
colleagues in service, members of other services and even with the public. To
overcome these aspects it was felt that all the training academies should employ a
full-time psychologist/counsellor to interact with the probationers and help develop
healthy psychological balance among the probationers. These psychologists/
counsellors through the various professional methods, in which they are properly
trained, should be able to detect and deal with any personality/behavioural problems
that the probationers might exhibit. This would help tackle the majority of the
problems during the training period at the academies itself. In more complex cases,
the experts could prepare suitable profiles and possibly guide the officers concerned
on a more long-term basis till the problems get sorted out and the officers develop
into more balanced and well-rounded personalities. Accordingly, the Commission
suggested to the Government the presence of psychologist/counsellor in some of the
leading Civil Service Training Institutions at Mussoorie, Hyderabad, Nagpur and
Vadodara.

After examining the matter, the Department of Personnel & Training has advised the
Director, Lal Bahadur Shastri National Academy of Administration, in this regard.
The other cadre controlling authorities have also been advised to consider similar
steps in respect of some of the training institutions under their control.

General Instructions issued by the Commission-January 2003 to December
2003

» Instructions on not mentioning brand names for purchase of computer
system by the Government departments/organisations [circular No.
98/ORD/1 dated 5.5.2003]

» Instruction for Procedure for making reference to the Commission for seeking
advice [circular No. NZ/PRC/1 dated 12.5.2003]
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Banks to ensure that fully computerized branches do not undertake manual
entry in pass book without proper authentication [circular No. 003/VGL/17
dated 26.5.2003]

Role and functions of CVOs [circular No. 003/VGL/9 dated 27.5.2003]

Re-constitution of Advisory Board on PSBs/PSUs, Commercial and Financial
Frauds-regarding. The Commission appointed Shri G.P. Muniappan, Dy.
Governor, RBI (Retd.) as new Chairman of the Advisory Board [circular
No.98/Misc/1 dated the 3™ June 2003]

Staff accountability in composite cases of frauds in public sector banks
[circular No. 003/MSC/4 dated 12.6.2003]

Definition of terms of stiff/severe minor penalty to all the CVOs [circular No.
99/DSP/1 dated 20.6.2003]

Short-comings commonly noticed in bid documents [circular No. 98/ORD/1
dated 9.7.2003]

Guidelines regarding Commission’s jurisdiction over the employees of
Organisations which have 50% or less Government equity [circular No.
000/VGL/66 dated 24.7.2003]

Ban on accepting a gift by the Government Servants on festival occasions
etc. Directed all PSUs that such gifts need not be sent to the Government
officials [circular No. 002/MSC/70 dated 27.8.2003]

Preventive measures for avoiding irregularities in the award of contracts
[circular No. 98/ORD/1 dated 4.9.2003]

Guidelines to streamline the procedure of making references to the
Commission for its 2" stage advice [circular No.NZ/PRC/1 dated 10.9.2003]

e-procurement/Reverse Auction System in purchases or sales [Circular No.
98/0ORD/1 dated 11.9.2003]

Self-contained speaking and reasoned final order by the authorities
exercising disciplinary powers [circular No. 003/DSP/3 dated 15.9.2003]

Streamlining the procedures for sanction of loan against the pledge of Cold
Storage receipts/bonds issued by the Cold Storage Owner [Circular No.
003/VGL/29 dated 23.9.2003]

Modification in the tender sample clause [circular No. 2EE-1-CTE-3 dated
15.10.2003]

Back to back tie up by PSUs in the matter of sub-contracting of works
[circular No. 06-03-02-CTE-34 dated 20.10.2003]
Contd...../
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» Review of progress of vigilance work in Public Sector Enterprises by the
Board of Directors [circular No. 98/VGL/51 dated 9.12.2003]

» Constitution of a committee to study the working of vigilance administration in
PSUs [circular No. 003/VGL/34 dated 15.12.2003]

» Transparency in the procurement in and tendering processes: issued
organisations to publish complete bid documents alongwith application form
on the website of the organisations [circular No. 98/ORD/1 dated the
18.12.2003]
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a-vis actually supplied items were noticed. Based on the observation a total recovery
of Rs. 82,420/- was effected by the organisation. Besides, the work was to be
completed by 19.5.98 as per contract, but actually the work was not completed even
upto 27.10.98 nor were any penalties imposed because of the delay. It was only
when CTE raised an observation, the organisation recovered “Liquidated
Damages” (LD) amounting to Rs. 16,20,000/- thus, making a total recovery of Rs.
17,02,420/-.

During the inspection of “Reclamation work behind proposed shallow water
berth” commissioned by Jawaharlal Nehru Port Trust, it was observed that as
per contract agreement, there was a provision of deduction of voids from the quantity
of earth works in filling with quarry run material in a reclamation work. However, no
such deduction was made on account of voids which resulted in an over payment of
Rs. 50 lacs to the contractor. The organisation was asked to recover this
overpayment from the contractor’s bills. The organisation accordingly effected a
recovery of Rs. 50 lacs.

During the inspection of “Civil Works for head rate tunnel from station/6042 M to
27295 (surge shaft)” of Nathpa Jhakri Power Corp., it was found that the contractor
had not obtained insurance as required under the contract provisions. The
organisation was asked to work out the total insurance amount and recover the
same from the contractor's bills. An amount of Rs. 6.50 crores has been
recovered from the contractor under the various contracts.

Lapses Involving Vigilance Angle

Further the CTEs inspections have also revealed instances of lapses of serious
nature involving vigilance angle. Such cases are referred to the CVO for vigilance
investigation. A few such cases are illustrated below:

The CTE inspected the work of “Chartering of platform supply vessel (PSV)”
undertaken by ONGC. The offer of one of the bidders was rejected on the grounds
that the bidder had amended his bid i.e. Acts of Terrorism to be included in Force
Major Clause, just before opening the price bid but as per bid conditions, in case
bidder amends the bid the organisation had the right to forfeit the Earnest Money
Deposit (EMD). In this case, the organisation did not exercise that right and
released the EMD amount of Rs. 40.80 lacs which, prima facie, amounts to
extending undue financial favour to the firm.

The other issue involved was reasonableness of rates of hiring the PSV. The rates
compared by the ONGC were for a bigger PSV while justifying the rates for a smaller
PSV. On further scrutiny, it was revealed that even the earlier rates, based on
which the present rates were justified, were found to be 2.85 times the estimated
rates. No market trend or rates of similar PSVs chartered elsewhere were
established for comparison of rates received. Therefore, in view of no competition
and the unrealistic comparison of rates, the contract was awarded at high rates.
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During the inspection of “Design, manufacture, installation & commissioning of
High Vacuum wire coating plant on Turnkey basis” undertaken by Mishra Dhatu
Nigam Ltd. (MIDHANI), it was found that the machine costing approximately Rs. 40
lacs was got installed by MIDHANI for coating of wires of Copper, Aluminum and
Nickel. MIDHANI accepted the machine even when the performance of the machine
was not satisfactory as the coating done by the machine failed to meet the required
specifications. It was further noted that MIDHANI officials even failed to take
necessary corrective action during the liability period of the contract. On
examining the log book maintained for recording the operations on the machines, it
was found that no coating of wires was being done on the machine and the very
purpose of purchasing this costly machine was defeated and the expenditure
incurred turned out to be infructuous.

During the inspection of “Design, engineering, Supply, Erection, testing &
commissioning and technical supervision for up gradation of combustion
system of RHF No. 1 of HSM at Bokaro Steel Ltd. (BSL)” undertaken by the SAIL,
it was found that in the bid, Prequalification Criteria was not defined properly. In
the first round of technical evaluation, the offer of one firm was found technically
deficient. Subsequently, on recommendations of an Ex-ED of BSL, the offer of this
firm was considered after opening of price bids. A central PSU was L-1, yet price
negotiation was held with all the bidders, and by giving heavy reduction, the firm
indicated above became L-1. In contravention with govt. policy, the Central PSU was
not given purchase preference which establishes it to be a case of favouritism to a
private firm.

The other issue in the same tender relates to purchase of items worth more than
Rs. 8 crores but with no utilization of such items. The items were found lying in
a dilapidated condition in open yard and were not installed even after 8/9 years of
their supply whereas the contract stipulated supply & installation of all items
within two years.

During the inspection of “Earth work in excavation and filling by heavy earth
moving machineries i/c Road of new township at Rajarhat’ undertaken by
IRCON, the following lapses were found:

The organisation included ‘rate only items’ in the BOQ in contravention with CVC
instructions issued vide no. 3W-DSP-12 dated 10.09.92.

For one of the five packages, the work was awarded to a firm when lower rates of
other firm were available for the same package thus rendering it to be a case of
favouratism to a particular firm.

A part of security deposit amounting to Rs. 60 lakhs and performance deposit
amounting to Rs. 15 lakhs was released before completion of work, thus giving
financial benefit to the contractor. As per contract agreement, the security deposit
was to be released after completion of work and performance deposit was to be
released after completion of defect-liability period.
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An amount of Rs. 118 lakhs though not payable contractually but was claimed by
IRCON from the principal client and was apparently paid to the sub-contractors of
M/s IRCON.

During the inspection of “Civil Work for HRT from station 0.00 to station 16024.00
including shouldering works” undertaken by Nathpa Jhakri Power Corporation, it
was observed that the samples collected for testing failed to meet the tender
specification in regard to compressive strength. In 7 out of the 8 samples collected
during intensive examination, the average compressive strength was found in the
range from 192 Kg/cm2 to 197 Kg/cm2 as against the Technical Specification
requirement of 250 Kg/cm2.
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CHAPTER - 6

Functioning of Delhi Special Police Establishment
(Central Bureau of Investigation)

As per the CVC Act, 2003, the Commission is empowered to exercise
superintendence over the functioning of DSPE, issue directions and review the
progress of investigations under the PC Act, 1988 or an offence with which a public
servant may be charged under the Cr.P.C. at the same trial.

The Supreme Court in the Vineet Narain Judgement had directed that the CVC be
entrusted with the superintendence over the functioning of the CBI. The CVC Act
2003, however, has limited the scope of such superintendence to CBI investigations
under the PC Act alone. From a reading of the Supreme Court Judgement, it would
appear that the intention of the Court was to insulate CBI from external influences
and pressures in respect of all investigations and not just under the PC Act. Since
the DSPE has been given powers of investigations into a large number of offences
under the IPC and several other enactments under the Section 3 of DSPE, if the
superintendence of CVC were to be confined to functioning of the DSPE under the
PC Act, it would leave a vacuum as far as other investigations being undertaken by
the CBI are concerned. It would therefore be necessary for the Government to take
care of this lacuna and make suitable arrangements for the superintendence of the
CBI functioning in respect of the other issues.

Monthly Review Meetings

In the exercise of its superintendence over the DSPE, the Commission had adopted
a mechanism of monthly review of cases investigated by the CBI. The Commission
also ascertains that the investigations in all the cases registered by the CBI are
being conducted without any external factor, coming in the way of such
investigations. The Commission periodically follows-up with the Ministries and
Departments as well as in Public Sector Organizations to expedite the sanction of
prosecution wherever required. The Commission continued its efforts to bring about
agreement in cases where the sanctioning authorities and CBI have different point of
views. In this regard joint-meetings were held with the department concerned and
CBI representatives to resolve the issues and speed up the process of sanctions of
vigilance clearance. Such efforts have been very successful specifically in regard to
nationalised banks and PSUs.

The Commission had held 10 review meetings with the Director, CBI during the year
2003 in which cases of senior officers of the Government, Executives of
Banks/Public Sector Enterprises (PSEs) and others were reviewed. The cases
pending sanction of prosecution of public servants with the competent authorities
and sanctions received by the CBI during the year 2003 are given in the table below:
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Table-12

Month No. of cases relating to | Sanctions Received

prosecution of public

servants pending
Jan.2003 235 23
Feb.2003 213 32
Mar.2003 186 51
Apr.2003 188 38
May2003 175 50
Jun 2003 187 31
July 2003 160 56
Aug.2003 171 35
Sep.2003 174 53
Oct.2003 166 37
Nov.2003 163 35
Dec.2003 142 53

It can be observed that the number of cases pending sanction of prosecution have
come down to 142 in December 2003 as against 235 in the beginning of the year.

Prosecution against Central Government employees posted in
States

As per rules, if the CBI proposes to register a case against Central Government
Employees posted within the territory of the State, the consent of concerned State
Government is required. While most States have given blanket consent in this
regard, the Government of Karnataka and Mizoram had given such sanction on
case-to-case basis. Earlier, however, the Government of Karnataka as well as
Government of Mizoram were giving general consent, which was subsequently
withdrawn by them. On the request of the Director, CBI, the Commission had
pursued the issue of general consent from these two states with the Department of
Personnel & Training (DOPT). However, the DOPT has informed that Government
of Karnataka had again refused general consent to CBI in such cases.

It was brought to the notice of the Commission that there were a number of cases of
sanction of prosecution which were pending with the State Governments. The
Commission took up this matter with the Secretary, Ministry of Home Affairs. The
Commission also took up the matter with the concerned disciplinary authorities
wherever it was observed that the sanction for prosecution was delayed beyond
three months especially in respect of Ministry of Finance.

The Commission had observed that there are no special courts in the State of West
Bengal to try CBI cases. The Commission took up the matter of setting up of special
courts in West Bengal at appropriate level i.e. Ministry of Law/Chief Justice/Cabinet
Secretariat. The Commission has been intimated that the Government of West
Bengal has initiated the process of the constitution of new Special Courts.
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