Audit Report on Compliance Audit 2019-20

Officials of F&S Department to fix-up responsibility. Considering the gravity
of the matter, the F&S Department needs to undertake an investigation to
identify the responsibility centres and in accordance fix responsibility on the
delinquent officers/ officials of the F&S Department as well as the WBECSCL.
Moreover, West Bengal Custom Milled Rice (Obligation & Control) Order,
2015, contained provision for penalty against non-delivery of paddy/ CMR by
the Society/ rice mills. In the case of failure of the Society/ rice mill to deliver
the full quantity of paddy/ CMR, the order provided for recovery of the entire
costs from the rice miller/ Society and initiation of appropriate legal action.
However, there was nothing on record either at the end of the WBECSCL or
with the F&S Department, to indicate if any effort was made for recovery of
cost of undelivered CMR.

Department in their reply (March 2020) accepted the fact that payment of
compensation to the deprived farmers had been made.

The matter has been referred to the Government in July 2021; reply was awaited
(October 2021).

HEALTH & FAMILY WELFARE DEPARTMENT

3.8 Excess expenditure on purchase of medicines and equipment

NRS Medical College & Hospital (MCH) and RG Kar MCH incurred
excess expenditure of X2.71 crore on purchase of medicines and
equipment in contravention to clarifications of Finance Department on
treatment of pre-GST contracts during GST regime.

Medical College & Hospitals (MCHSs) in the State procure medicines and
equipment either by inviting tender or from the approved vendors at the rate
finalised by Central Medical Stores (E&S), Department of Health & Family
Welfare, Government of West Bengal.

On introduction of Goods and Services Tax (GST) with effect from July 2017,
Finance Department, Government of West Bengal (GoWB) issued
(August 2017) clarifications/ guidelines pertaining to treatment of ongoing
pre-GST contracts after introduction of GST regime. According to the
clarification, GST would be applicable, regardless of time of supply of goods,
in any invoice/ bill raised on or after 1% July 2017 under pre-GST contracts. The
order further clarified that in such cases, the value of the bill together with the
applicable tax under GST {i.e., West Bengal State Goods & Services Tax
(WBSGST) plus Central Goods & Services Tax (CGST) in case of local
purchase from within the State} should not exceed the value that such
contractor/ supplier would have billed for prior to July 2017 inclusive of Value
Added Tax (VAT) and Service Tax, if any. The Finance Department, in its
order, further illustrated'*® how the base price (‘calculated base price’) was to
be worked out from the prices inclusive of all taxes to ensure that total payable
price under GST regime do not exceed the price payable earlier.

It was observed in audit that at that point of time (1% July 2017) when GST was
introduced, there was an ongoing contract (since 2015) under the Central

149 |f total price inclusive of all tax prior to GST regime: X, applicable rate of GST: R; Calculated base
price: X * {100/ (100+R)}
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Medical Stores (E&S) (CMS) for purchase of medicines and equipment. Under
the above mentioned order of the Finance Department, rates (inclusive of all
taxes) finalised by CMS in that contract in pre-GST regime was to continue in
GST regime too.

Scrutiny of the bid document of the tender notified in September 2015 showed
that the lowest bidders were selected on the basis of base rates quoted (‘quoted
base price”) by them. The ‘quoted base price’*® were exclusive of VAT/ Central
Sales Tax (CST), Excise duty and Cess, etc., wherever applicable. CMS asked
(August 2016) the selected bidders of each item to provide tax composition®
of the items. In the finalised rate chart showing tax component-wise breakup:

e Insome cases, applicable taxes like VAT, Excise Duty, Entry Tax and
Cess, etc., were shown separately;

e In some cases, only VAT was shown (indicating that the ‘quoted base
prices’ included other taxes); and

e In the remaining cases, no tax component was shown separately at all
(indicating that those ‘quoted base prices’ were inclusive of all taxes).

Scrutiny of purchase records of medicines and equipment related to NRS
Medical College & Hospital (MCH), Kolkata and RG Kar MCH, Kolkata
showed that in GST regime they procured equipment and medicines from CMS
approved vendors from the suppliers selected in pre-GST regime.

The MCH authorities did not work out the ‘calculated base price’ following the
instructions stipulated by the Finance Department in its order of August 2017.
Instead, while issuing supply orders to vendors, applicable GST component was
added to the ‘quoted base price’. As a result, total bill value for those items in
GST regime surpassed the amount that would have been billed for those items
in pre-GST regime. Such excess expenditure pertained to the cases where rate
of VAT was less than the applicable rate of GST or where the vendors did not
indicate any tax component at all apart from ‘“quoted base price’. Total
additional expenditure on this count in these two MCHs stood at % 2.71 crore®®?
(Appendix 3.14 and 3.1B). This may also lead to undue financial benefit to the
vendors as they were not liable to deposit the additional quantum of GST
received from these hospitals against their bills.

Authority of NRS MCH stated (January 2020) that necessary clarification had
been sought (January 2020) from the Directorate of Health Services (DHS),
Department of Health & Family Welfare.

Thus, NRS MCH and RG Kar MCH incurred an excess expenditure of
X 2.71 crore on purchase of medicines and equipment during GST regime, by
not adhering to the instructions issued by Finance Department for treatment of
pre-GST contracts. This also led to extension of undue financial benefits to the
private suppliers to that extent.

The matter has been referred to the Government in September 2021; reply was
awaited (October 2021).

150 Inclusive of Entry Tax, Customs Duty (if applicable), Transportation Charges, Insurance, Delivery
Charges, Incidental Charges, Freight Charges, Testing Charges, Installation and Training Charges,
etc.

151 The tax composition provided by the bidders were not made available in audit.

152 NRS MCH: ¥1.39 crore and RG Kar MCH: ¥1.32 crore
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