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INTRODUCTION

I, the Chairperson, Committee on Public Undertakings (2024-25) having been authorized
by the Committee to submit the Report on their behalf, present this First Report on
“procurement of hardware/ software item to the tune of Rs. 890.34 Crores through strategic
alliance relating to National Informatics Centre Services Inc. (NICSI) (Based on Audit Para No.
6.1 of Report No. 03 of 2021)”.

2. The Committee on Public Undertakings (2022-23) had selected the said subject for
detailed examination. As the examination of the subject remained inconclusive during the
previous Committee terms, the present Committee on Public Undertakings (2024-25) decided to
carry forward the subject so as to complete the unfinished task.

3. The Committee on Public Undertakings (2022-23) was briefed about the subject by the
representatives of the C&AG on 14" June, 2022. The Committee then took oral evidence of the
representatives of National Informatics Centre Services Inc. (NICSI) and Ministry of Electronics
& Information Technology (MIETY) on 11" October, 2022.

4. The Committee (2024-25) considered and adopted the draft Report at their sitting held on
25t September, 2024.

5. The Committee wish to express their thanks to the representatives of National Informatics
Centre Services Inc. (NICSI) and Ministry of Electronics & Information Technology (MIETY) for
tendering evidence before the Committee and furnishing the requisite information to them in
connection with examination of the subject.

6. The Committee would also like to place on record their appreciation for the assistance
rendered to them in the matter by the Office of the Comptroller and Auditor General of India.

7. The Committee wish to express their sincere thanks to the predecessor Committee for
their valuable contribution in examination of the subject.

8. For facility of reference and convenience, the Observations and Recommendations of the
Committee have been printed in bold letters in Part-11 of the Report.

New Delhi: BAIJAYANT PANDA

11 December, 2024 Chairperson
20 Agrahayana ,1946(S) Committee on Public Undertakings
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REPORT
PART- |

A. BACKGROUND

1. National Informatics Centre (NIC) was set-up in the year 1975 under the then Department
of Electronics (presently Ministry of Electronics & Information Technology-MeitY) for giving
Computer & Data-Communication support to the Government sector. In 1988, NIC was
transferred to the then Planning Commission (presently NITI Aayog) and in between, the nation-
wide Satellite based Computer Communication Network (CCN) of NIC i.e. NICNET was set-up
linking all Civil Departments of Central Government, all States/ UT Secretariats & District Hd.
Qrs. apart from various other services/linkages. A need had then been felt to generate
‘Revenue’ from the services being provided by NIC to the Government Sector both in Centre /
States and accordingly, NIC had made a proposal to Ministry of Finance (Department of
Expenditure), which had advised NIC to set-up a Company under it to channelize the
commercial services of NIC. Accordingly, the then Planning Commission had moved a Cabinet
Note which the Union Cabinet approved in its meeting held on 07.08.1995. Thereafter, National
Information Centre Services Inc. (NICSI) was set-up as a Section 25 Company of the
Government of India (presently Section 8 Company under the Companies Act 2013) w.e.f.
29.08.1995., with the following objectives: -

e To promote the economic, scientific, technological, social and cultural development of
India by promoting the utilization of information Technology, Computer-Communication
Networks, Informatics etc by a spinoff of the services, technologies, infrastructure and
expertise developed by the National Informatics Centre of the Government of India
including its computer communication network NICNET and associated infrastructure and
services.

e To promote further development of services, technologies, infrastructure and expertise
supplementing that developed by NIC, in directions which will increase the revenue
earning capacity of NIC.

e To develop and promote value added computer and computer-communication services
over the basic infrastructure and services developed by NIC including NICNET.

e To raise necessary financial resources for developmental needs of NICNET and

computer-communication services in the areas managed by the company.

-1-



as outlined above and also for the computing and computer-communication infrastructure,
software, hardware, databases and services managed by NIC.

To invest in India, for profit or otherwise, on the basis of just and equitable principles of
trade and business in securities, stocks, shares, equity, convertible government equity in
joint ventures with private sector, as approved by the Government of India from time to
time and other honorable modalities of investments provided that these investments and
the profit / dividend received from them are calculated to advance and further the above
objects and purposes of the company and also provided that the company shall not pay,
in turn, any dividend to its promoters.

To set up and / or promote support subsidiaries, joint ventures, societies trusts and other
legal entities, calculated to advance and further the objects and purposes of the company
provided that the dividends / monies received, if any, from these legal entities will be
utilized only for furthering the above objects and purposes of the Company subject to the

undertaking that the company shall not pay any dividends to its promoters.

The functions of NICSI are as under: -

Build capability to provide end-to-end ICT Solutions & Services to customers at
competitive rates.

Build and strengthen Organizational Capacity of the customers in the Government sector.
Increase awareness of services and become preferred Technology Service Provider in
the ICT field.

Promote & facilitate use of ICT in Governance projects / activities.

Assist the Government in bringing I.T. within easy reach of the common people.
Procurement of ICT Products & Services for the Government Sector following the General
Financial Rules (GFR) Provisions completely and also, the guidelines issued by
Department of Expenditure / CVC towards the same from time to time.

3. Notable Major Achievements: NICSI has implemented around 40,000 projects
in the ICT field both from Central / State Ministries, Departments & their Organizations

since its inception and has thus gained expertise in providing,



Solutions & Services in almost all the spheres of life, be it in the field of Agriculture, Health,
Education, Road & Transport, Defence, Aviation, Courts, Panchayats, Rural Development
etc.
4. Important projects undertaken have been as under: National Knowledge Network
(NKN) / Shala Darpan for Kendriya Vidhyalayas / e-Vidhan / e-Courts / PRAGATI for PMO
VC / e-Mail Solution & Infrastructure & Services / e-Hospital /e-Taal /e-office / Local Area
Network (LAN) for FCI / Core Banking Solutions for Cooperative Banks / IVFRT
(Immigration Visa Foreigner Registration Tracking) for MHA / e-Gov-App Store /SWAN
(State Wide Area Network) in various States / CICs (Community Information centers) &
CSCs(Common Service Centers) in North East & difficult areas/ e-procurement/e-
Panchayats / Aadhar based Biometric Attendance / PRAYAS as PM Dashboard/IRAD
(Integrated Road Accident Database) for Ministry of Road Transport and Highways / Lok
Samvaad, etc.
Apart from above, NICSI is also managing NIC’s Data Centers at Shastri Park (Delhi) /
Bhubaneswar & owned Center at Laxmi Nagar (Delhi) and is also setting-up a big Data Centre
at Guwahati (Assam) with MeitY funds.

5. Future Vision of NICSI
e Continue its services to further augment providing ICT Solutions & Services in the entire

Government Sector including States at most competitive rates following the Government
Provisions / Guidelines towards the same.
Augment the Data Centers and Cloud facilities in the country using the latest updated

technologies from time to time.

6. C&AG examined the procurement of hardware and software costing Rs.890.34 crores by
NICSI in contravention of General Financial Rules (GFR),2005 and Departmental instructions. In
their Report No. 03 of 2021, C&AG had pointed out several deficiencies on the part of NICSI in
execution of GFR, 2005. The Committee on Public Undertakings during their term 2022-23
selected Audit Para no. 6.1 of Report No. 03 of 2021 of C&AG related to ‘procurement of
hardware/ software item to the tune of Rs.890.34 Crores through strategic alliance relating to
National Informatics Center Services Inc. (NICSI)’ for examination and report to Parliament. The

Committee during examination of the subject heard the views of officers of the C&AG, the
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representatives of NICSI and MeitY before finalizing their Report. The detailed
observations/recommendations of the Committee on the Audit Para have been given in bold

type in Part-Il of this Report.



B. AUDIT PARAGRAPH

() Procurement of hardware and software costing Rs. 890.34 crore through the “Strateqgic
Alliance” route by NICSI.

7. As per para 6.1 of the C&AG Report, NICSI procured hardware and software costing
Rs. 890.34 crores through the ‘Strategic Alliance’ route in contravention of General Financial
Rules, 2005 and departmental instructions and thus failed to ensure transparency and

competitiveness in the procurement process.

8. Rule 160 of General Financial Rules 2005 (GFR 2005) stipulates that all government
purchases should be made in transparent, competitive and fair manner so as to secure best
value for money. Rule 141A was inserted in GFR with effect from 09 August 2016 to provide for
procurement on “Government e-Marketplace” (GeM) which has been established as a portal for
online procurement of common use Goods and Services required by various Government
Departments/ Organizations/ Public Sector Undertakings. Rule 149 of GFR 2005 gives the three
standard methods of obtaining bids for procurement including “Single tender enquiry”. Rule 154
ibid, gives the circumstances in which procurement from a single source can be resorted. These
include cases where only a particular firm is the manufacturer of the required goods, and/ or for
standardization of machinery or spare parts based on advice of a competent technical expert
and approval of the competent authority. These purchases have to be supported by a
“Proprietary Article Certificate” in prescribed format provided by the Ministry/Department. In
2005, NICSI felt the need for having “Strategic Alliances (SAs)” directly with Original Equipment
Manufacturers (OEMSs) for procurement of strategic items102 to reduce end cost of products.
Subsequently, the Board of Directors of NICSI103 approved both the process and mechanism
for entering into agreements for SAs. Following these approvals, the NICSI has been entering
into SAs agreements with OEMs/ authorized agents for procurement of ICT products based on
laid down criteria. In December 2013, the NICSI board approved several measures to streamline
the system of SAs such as introduction of technical and financial evaluation of proposals of
OEMs, limiting the number of SAs and adopting more GFR compliant processes. In June 2014,

MeitY issued instructions that SAs fully comply with GFR and other relevant rules.



(I Audit Observations

9. As procurement through Strategic Alliances was not covered by any rule/ order
issued by the Government, NICSI in its 88" Board of Director (BoD) meeting (September
2014) decided to send a proposal through MeitY, to the Department of Expenditure
(DoE) for inclusion of Strategic Alliance(SA) as a process of procurement and providing
ICT goods and services (including solutions) in GFR 2005. DoE while not specifically
allowing incorporation of SAs in GFR, conveyed (August-2015) that they have no
objection if NICSI enters into Strategic Alliance under Rule 154 of GFR 2005 subject to
the condition that before placement of each order, Propriety Article Certificate (PAC) as
per Rule 154 is provided by the Ministry/ Department. The Internal Finance Department
(IFD) of MeitY was of the view that this implied that before issuing a PAC, the user
Department would have to satisfy itself that the indented ICT goods and services does
not have any other competing brand or supplier, which would make the concept of SAs
unworkable. It, therefore, advised the Company to carefully examine the response of
DoE before its formal adoption as a process of procurement. Nevertheless, NICSI
construed the communication from DoE as approval for the system of SAs provided
procurement was undertaken on the basis of PACs, and decided to continue with the

system.

10.  Audit noted that during the period from April 2014 to April 2017, NICSI procured hardware
and software costing Rs. 890.34 crore for user Departments through the SA route. This included
procurement of Back-Up Servers; Routers; Switches; Anti-Virus solutions; network security etc.
Prior to September 2015, NICSI had been making procurements using SAs based on the
approval of its Board but without obtaining any PACs. This was in contravention of Rule 154 of
GFR, 2005 and MeitY’s subsequent instructions of June 2014.

11. From September 2015 i.e. after receiving advice of the DoE, NICSI began obtaining
PACs for purchases made from a single source. However, a test check revealed that these were
being furnished and used without mentioning clear, specific and cogent reasons as per the
format prescribed in GFR, for procurement through a single source. There was also no

indication that the PAC had been issued based on advice of any technical expert. Further,
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reports of the Consultant engaged for market survey indicated the existence of multiple vendors/
sources for each and every item. The main intent was thus, to only show perfunctory compliance
with GFRs and DoE’s instructions on obtaining PACs for procurements through SAs. Statement

showing the details of irregular procurement of hardware/ software items by NICSI is as under:

Period Value of Work Orders (Rs. in Crore)
1. [2014-15 299.48
2. [2015-16 146.27
3. [2016-17 (up to Nov. 2016) 289.89
4. [2016-17(Dec. 2016 to March 2017) 112.49
5. |April 2017 42.21
Total 890.34

12. Both NICSI and MeitY in its replies (March 2017, October 2018 and September 2019)
furnished the details of the rationale and the chronology for adoption of the SA route. It
highlighted that after receiving the advice of DoE, it has been making such procurements on the
basis of PACs in terms of Rule 154 of GFRs. It intimated that procurement of goods and
services through Strategic Alliance was only 25 per cent of the total procurement made by NICSI
and that the total value of common items was not more than 15 per cent of the total value of the
procurement made through SA. It further added that SAs have been discontinued from April
2017.

13. C&AG, however, found the reply of NICSI not tenable because of the facts as stated

below:

e The reply of MeitY that it was making procurements on behalf of the user Departments
does not hold good as it was required to observe all rules/ orders of Gol and be GFR

compliant which was clearly stipulated by MeitY in its orders of June 2014.

e Further, prior to receipt of DoE’s advice in August 2015, PACs were not being obtained

for procurements under SA route which amounted to non-compliance with Rule 154 of
7.



GFRs. Though NICSI has claimed that it was subsequently procuring goods and services
from single source only after obtaining PAC, a test check of PACs showed that due

diligence was still wanting both while furnishing and accepting PACs.

e MeitY has itself admitted (September 2019) that common items worth Rs. 133.55 crores
were procured under Strategic Alliance though these could have been procured through

rate contracts or open bids.

14.  Thus, NICSI undertook single source procurement through SA route to the extent of 25
per cent of its total procurement between April 2014 and April 2017. Procurements prior to
September 2015 using this route were not in accordance with Rule 154 of GFR and
procurements, after 2015, based on PACs, too, were found lacking required due diligence in test
checked cases. Following audit objections, the practice of SAs was stopped by the Company
after April 2017 but it has not been furnished as to why it was being continued earlier in
contravention of GFR.



C. ISSUES EMERGED IN AUDIT OBSERVATIONS

() Applicability of GFR to NICSI

15. General Financial Rules (GFR) were first issued in 1947 and subsequently modified in
1963, 2005 and 2017. These rules deal with transparency, competition, fairness, efficiency and
economy in public procurement. They also deal with elimination of arbitrariness and maintaining
accountability  in procurement of Goods and  Services besides  budget
formulation/implementation, inventory management, contract management, Government
Guarantees, Grants-in-aid/Loan etc. These rules and orders issued thereunder are to be
observed by all Departments and Organizations under the Government and specified Bodies
while dealing with matters involving public finances except otherwise provided for in GFR.

16. As far as applicability of GFR to NICSI is concerned, it is stated that NICSI has furnished
that procurement of ICT products and services for Government sector is done following GFR
provisions completely and also, the Guidelines issued by Department of Expenditure/CVC. On
the request of NICSI for inclusion of Strategic Alliance under GFR, the Department of
Expenditure did not make a separate provision and directed NICSI to follow the procedure
mentioned in GFR for single tendering obtaining Proprietary Article Certificate from indenting
organization. In Feb 2023, Department of Expenditure has issued an order regarding restrictions
under Rule 144(xi) of GFR, 2017 which is applicable to Central Public Sector Enterprises,
Autonomous Bodies, Public Sector Banks and Public Sector Financial Institutions, procurements
in Public Private Partnership projects receiving financial support from the Government or Public

Sector Enterprises/Undertakings. CAG has also pointed out non-adherence to provision of GFR.

17.  The Ministry of Electronics and Information Technology (MeitY) w.r.t. applicability of GFR
on the NICSI, in a written reply, submitted to the Committee that:

“‘Regarding applicability of GFR,2017 under PREFACE of GFR,2017 it is stated
that GFRs are compilation of rules and orders of Government of India to be
followed by all while dealing with matters involving public finances.”

18.  Further, during the course of oral evidence before the Committee, the

representatives of MeitY deposed as under:

“IN, H 30 FGT H TH-Gl T2 3N 3198 Fld H ol c//g’d/// HATEHN [HT

HITTT HT [FGT & eI [HHT F7 BT & 3 & TRt ava &1 A3 39 qmfa
-9.



H 3 & Ggel IeIIT I JGT Al qY§ 2005 & SHAVEIHN H HIF TGS
360/% gl el 0F Tg VPR EXPRI hyulaal o3 &7 gld & a1 el gid
&1 IE gAR mHIT #T FYT el & H swd ar # Fgve A & po ¢ dE
Fhl 5 4 &7 gld & a7 I Fel gl &1 dHad: per igarer A gl Iud
I Hus Brferd & JErBRT M 3ucieer & 3 SiapR # gl I Jaa
goT & EH 3HH PIF TUT A5 g (e (B SHAITEHR H UEHT 3o &)

19. During the course of deposition, representatives of MeitY regarding applicability of GFRs

further added as under:

TR, HA TE BTz Fel PeT & 7 SHTBIHR 17 Tl §1cl &1 & T& Fqve el arer §
175 F51 SHTHIR #H TG0 36614 gl e 7 EXPRT #UlA4] OY #19] G &1 T8
LTI G 3o 1] EITT &1 SHTB3 164 3 HF T o/eq FY0C PT 83T &1
YOI H 5T CTSAFGICT FHI &, 3HH H Pl §IHT ...

...... et I57ep BT 9T (77 H3 F9C e 8, SliEped 57 3779 HleeleT faar & ar
AT ar g...

20.  Audit has observed that prior to September, 2015, NICSI has been making procurement
in contravention of GFR. Thereafter too, the Company has not been complying GFR. In this
connection when the Committee sought clarifications on, whether the Board of Directors of the
Company was authorized to take decisions without taking into cognizance the relevant
provisions of General Financial Rules (GFR), NICSI, in a written reply to the Committee,
submitted as under:

“In general, the Board of Directors takes decisions considering the provisions of
GFRs and other rules and regulations and guidelines issued by the government
from time to time. The Board has also suggested for procurement under
Strategic Alliance in compliance of GFRs. Similarly, the Department of
Expenditure had also mentioned that NICSI may enters into Strategic Alliance
under Rule 154 of GFR subject to the condition that before placement of each
order Proprietary Article Certificate (PAC) as per Rule 154 is provided by the
Ministry/ Department. It is a procedural requirement to take the PAC from the
concerned ministry/ department, which was not followed by NICSI before
September, 2015.”

21.  On further being enquired of as to whether NICSI is following the relevant GFR provisions

during the procurements, the company, in a written reply to the Committee, submitted as under:
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“Procurement of ICT Products & Services for the Government Sector is made
following the GFR Provisions completely and also, the guidelines issued by
Department of Expenditure / CVC towards the same from time to time.”

22. When DOE was contacted as to whether the Board of Directors of NICSI or any other
Company may undertake procurement without complying the provisions of GFR, they in a
written reply to the Committee, submitted that as per Rule 1 of General Financial Rules (GFRSs),
2017, these rules shall be applicable to all Central Government Ministries/Departments, attached
and subordinate bodies. The provisions contained in GFRs are deemed to be applicable to
Autonomous bodies except to the extent the bye-laws of an Autonomous Body provides for
separate Financial Rules which have been approved by the Government. This implies that GFRs
provisions are not applicable to NICSI. However, as per website of NICSI, their procurement
processes are fully compliant with GFR rules of Government of India.

23.  When the Committee asked about the directions issued by the Department of Expenditure
(DoE) to ensure that General Financial Rules (GFRs) are followed by all the Government
Companies/PSUs, DoE, further submitted that:

“ GFRs provisions are not applicable to Company/PSUs. This is a conscious
policy as PSUs often operate in a competitive commercial environment.
Therefore, no such action is required to be taken by this Department.”

24. The Department of Public Enterprises with regard to applicability of GFRs on CPSUs, in a
written reply to the Committee, stated that GFRs are not applicable to central Public Sector
Enterprises (CPSES).

25.  When asked by the Committee whether the Board of Directors of CPSUs are authorized
to devise the process of procurement not in accordance with the provisions of General Financial

Rules and if they can devise their own Financial Rules, both DoE and DPE submitted as under:

“Yes Sir. It is permitted as CPSUs often operate in a competitive commercial
environment.”

-11 -



(I Procurement through Strategic Alliances

26. Rule 160 of GFR 2005 (Rule 173 of GFR 2017) states that “All government
purchases should be made in a transparent, competitive and fair manner, to secure best
value for money. When the Committee asked the Department of Expenditure (DoE) as to
whether the setting up of NICSI was required when Directorate General of Supplies and
Disposals (DGS&D) was already working as Central purchase & quality assurance
Organisation and, the Ministries/Departments were also authorised to procure services and
goods under GFR, the DoE, in a written reply to the Committee, submitted that:

‘DGS&D was a Central Procurement Organisation of the Govt of India to
purchase and inspect the stores for Central Government Ministries/
Departments, including their attached and subordinate offices, and Union
Territories who desired to avail of its services and to utilize the expertise
available in the fields of purchase and quality management.

NICSI has been set up mainly to provide technical support and
consultancy and to undertake turn-key projects for timely implementation in the
area of ICT for the Central and State Governments and other government
bodies, coupled with utilization of NIC services, data bases software solutions,
technologies, expertise and infrastructure as well as reliable co-location services
and with a focus on security, network availability, capacity, processing power and
operation management.

In view of the above, with the approval of the Cabinet, NISCI was set up in
1995 to provide effective and uninterrupted ICT services to the government,
including apex institutions.”

27. On being asked the need for making Strategic Alliances (SAs), when procurement
could have been done under GFRs and also through DGS&D, NICSI submitted the
following:

“In view of the following circumstances, the need for Strategic Alliance arises:

1. Till 2014, the technology used in various government projects were supplied by a
very few state-of-the-art OEMs especially in the following area:

Operating System

Data bases

VSAT terminals and Hubs

Networking requirements such as routers, switches
Security solutions including anti-virus solutions

ANANENENRN

2. These IT systems were tightly coupled with limited options available for
hardware and software. These systems were designed using client- server mode
-12 -



with standards and proprietary technologies available. These systems were
based on fixed designs with cascading effects when changes were needed.

3.  Since the state of the art products were hardly available from few OEMs it was
decided to import the same from these OEMs directly to get the best rates.

4. The maintenance of the products could not have been done by any local
vendors as these were very specialized and hence only the OEMs could supply
the spare parts for keeping the systems in running mode.

There was hardly any System Integrator (SI) for these components. NIC/ NICSI
used to do the system integration and it was thought of having a strategic
alliance with all the major OEMs to ensure quicker implementation of the projects
and also to extend uninterrupted services to the government including apex
institutions.”

28.  Further, the representatives of NICSI during the course of oral evidence deposed
before the Committee, as under:

‘T §H T GiFIRHAS Sfivag U3 3t & FEIH & Fvad & Al 3HH Fae
PFEY IR BICT gl & 3aH Pl &3 HscH gl gid 4/ A & av 2005
IR as 2006 #r i AT H T (BHISS AT G5 §H AT HSTH F TrY ThH
HiFedad & 3% T ay 2005-2006 #H T IUIAIT GeA13 T3 A 3HD FT
Th FHET F A FHS & 3TFC TMBIAIST FHIT] 3HD &G, IHH TH TUisiel
FATIT AT 25 A T [ d3¢ & TBTUA It 3HHA [T TN Blent #Ra
ggel &H a@d & #p S JoW §HH Ulsiae axdld § 3 ReFdieRAC T 87
EH [BPH TNE & FIBSH TIFIN FNa TIeT? &7 Ugel 3HPH THGHET Hidl/
39 gig guisiar # & Raaigs 3isveg & fGad T &ar & 399 aid
PRI 3P &g TUlSTel Pl Fdeque @il Fdeque @Ne i [FT Uh TUFH
FHHE FAT3 T3/ 39 FHES F M FIH HIT FISAA T3 Bl SHIHIT & TS/
g1 &1 gae & qiq THT U3 St & g @ qedd #pIT T FH R
TSI SIRFC gl BT T QT &1 bl HgHld & BT 1] Tg qy 2005-
2006 & Y& [T TGT] 39 &la, GIFINAC 30F HgdR 8 #id B/ 3EHA
TF JiT Ig H & 0p S dE 3T FHibe H giad J 3GH TBTYT F ENIT
FIMRIVE Fxd 30-40 GidHe, fFTar H & HH F7 Thad o, axad d1”

29. The representatives of NICSI, with regard to genesis and performance of the

procurements through Strategic Alliance, during the course of oral evidence further submitted to
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the Committee as under:

IR TSP HATSHT FT S0 &9, dl &9 HIN Folrse g ersell #Yes gd ol
51t dife, I T ATSHIGTFE BT 3GTERVT &1 36 THI FHB] S0 g8 o 175 o1
STl T & GRIGT STIAT T, 3% F=icioft & dide &ila Sid 3, dnw 3ad H
gl=tl @it o1 &b/ et ot Ot arerRE #H off, Fet #ot et # off, Tet diet JRicoT
FEeFH #H oY 3R JHlerANee dead 7t T8t hat f1 IR g7 3HH b Hi, &l
3eflaia H Jg gl bar & (75 &3 3Fd Y 5 FRAT TIRT IT, 37T gl 7591 & F
1G] TOIR AT & (75 $TH Plg ISR oIIE el &1 TFg3iel] g7 STRREPTE X
Tpa 4 FHIEE fFAdell ag 3 & GIY g gerar & 3HET &A1 gsar &1 SE
ATSPIFIFE HRICT RTFEH IT HSFIT & d AspiaiFe & siiae Tiga v
el JHemsd wed &1 arh BILIsgeH qikg & aica & ag #=T duw gsar &/
?#ma?agf#gmgéeﬁ ST HIBUH & 38 SR &lg (FIT ST, instead of
getting into the system integrator. g 15-20 &7 Tgel &) T @7 I8 &, dd 33v)
saa?zﬁa?ﬁfs‘eﬁ TT T FTECH BC1AeY T HTH FXcd o/

HEIGT, ST 7 1T eT & 75 HToTehel & 1ol Sl Hlsor &l 713 & 3cied AT
3T 7T & 3R ST 9t HT AT &1 37 8 39 9 o # P @digar giar & al e
A Giermae FIeT SH H Giad &1 33T TF G CelehiH a7 &, dl g7 36
Coleld O RIFE @ 1347 ¢ 3 dmgenel] Fel IAdae e HIga ik fTH) ol &
3a4t Seficia adl #r 718 & Frpa e ey #H 7 & Fig mrera & 3 T &
P53 T[CIeHT BT 39 &1 TeT d 2P HTsTSH & Y IE a1y JoT el 2T & 25 FHH
Wémgwg/mﬁamgmmwm#wwm#

30. MeitY, in their written replies to the Committee, repeatedly stated that NICSI took the
decision to enter into the strategic Alliance with various technology partners independently
despite the fact that a representative of the Ministry has been on the Board of the Company. In

this regard they made their submission as under:

“‘NICSI took the decision to enter into the Strategic Alliance with various
technology partners independently.

NICSI has informed that the Board of NICSI, in its meeting held on 20.3.2013,

advised the management that for maintaining uniformity in the period of validity

across agreements entered into by NICSI, with various Strategic Alliance

partners, the periodicity of such agreements of all existing partners be kept up to

30.4.2014, and for the succeeding years as well, the period of validity of the

agreements be kept from 1st of May of each year till the 30th of April of the
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succeeding year.

NICSI has further informed that on 12.7.2013, considering the need to review
various policies and procedures in NICSI, a working group was setup by NICSI
to review its deputation policy, procurements for NIC’s data centre maintained by
NICSI and Strategic Alliance. The group’s recommendations were considered by
NICSI’s Board in its meeting held on 11.12.2013 and, after reviewing Strategic
Alliance, directed that NICSI should follow the tender process under the
Government Financial Rules (GFR) 2005 for procurement of items. Pursuant to
this direction, on 31.5.2014, NICSI issued a notice inviting tender for Strategic
Alliance. However, on a writ petition challenging the notice inviting tender, the
Hon’ble High Court of Delhi, vide its order dated 25.8.2014 in W.P.(C)4370/2014,
directed that no further steps be taken pursuant to the said tender. Against the
backdrop of this order, since requests were being received from various
Departments and organisations for implementing proforma invoices already
issued by NICSI under Strategic Alliance for various ongoing IT projects, the
management approached the Board for approving implementation of such
proforma invoices. Keeping in view the serious difficulty faced in procuring spare
parts for maintenance of various existing IT installations at a reasonable cost, the
Board, in its meeting held on 26.9.2014, while extending the validity of the
existing Strategic Alliances expiring before 31.1.2015 till the said date, advised
that NICSI to take up with the Government the recognition of the process of
Strategic Alliances.

Pursuant to this, on 3.6.2015, NICSI proposed through MeitY to the Department
of Expenditure, inclusion in GFR of Strategic Alliance with OEMs for specialised
ICT goods and services as a process of procurement. The Department of
Expenditure, vide its ID note no. F.21/12012-PPD, dated 28.8.2015, addressed
to Joint Secretary and Financial Advisor (JS & FA), MeitY, communicated that
‘This Department has no objection if NICSI enters into Strategic Alliance under
Rule 154 of GFR subject to the condition that before placement of each order,
“Proprietary Article Certificate (PAC)” as per Rule 154 is provided by the Ministry/
Department.’, who transmitted the same to NICSI.

Subsequently, following the expiry of the period of validity of the existing
Strategic Alliances on 31.1.2015, NICSI's Board, in its meeting held on 4.2.2015,
approved extension of the Strategic Alliance agreements till 31.3.2016, only for
the purpose of procurement relating to maintenance aspects for running projects
and, further, directed that the aforesaid tender be withdrawn and the Hon’ble
Court be informed accordingly. The Board, in its meeting held on 18.3.2016,
approved extension of the existing Strategic Alliance agreements till 30.4.2017.

No further extensions were granted beyond 30.4.2017 and, as a result, Strategic
Alliances got discontinued. The management of NICSI apprised its Board in its
meeting held on 22.6.2017: “In the light of GeM [Government eMarketplace],
NICSI has discontinued and stopped issuing purchase orders as per the
Strategic Alliances after 30.4.2017.”

-15 -



31. The representatives of NICSI during the oral evidence stated the reasons for changing the
process, as mentioned below:

‘g 2017 & S & S AT &, d9 & I§ BHBIY & T ¢ 35 a5 F
@?éﬁaumaﬁgma‘/ ......

. TG Bl & (5 GINT GBI & 3FAR el U7/ 3dP TSIHC X Follol
P faar U1 Se @ sEvFE RUlS 37, §H &9 A Fellel @xed QT @ QRT
SIH ¥ RIFS PV 34T U1/

..3HDI g PEAT IR M A vE ar gF7 & S Befdd verad a& IE 8,
39 37gid gH 60 # 65 GNHC BT BFPI3C 13AT T/ ZERT, 3egi- (@l o [
& FIT SEE A PEl Fel @ W@ &1 T& T BEUT THTOIT & T T3 §IHT
a7/ ...

EH GIloT @dael Tl FE Ve & [F AT dF Tg TAdT & dF dB §H Al @
STeed # Pig wWor el 3E) aig H, SE @ AT §H Gl F GRa FollsT @)
=2/

...... SET T Fier @ & NTH gget SIF B A5 BNar g1/ ag fFmer 83
g7| gH ot & SH H H dodt Fr giEea Jarr g1l 3HH M giEsa &
WTWQIE?-dfd g g bl 8, Weg gA giad @it ave & lell 7T &)”

32.  When asked by the Committee whether DoE had suggested any model agreement to be
undertaken with Department/Suppliers etc. while undertaking Strategic Alliance by NICSI, the

DoE replied as under:

“No Sir. While conveying its no objection to NICSI’s proposal regarding Strategic
Alliance, the Department of Expenditure vide its ID note No. F.21/12012-PPD,
dated 28.08.2015, advised that before placement of each order Proprietary
Article Certificate (PAC) as per Rule 154 has to be taken.”
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() Propriety Article Certificate (PAC) as per Rule 154 (GFR-2005)

33. Rule 154 of GFR, 2005 (Rule 166 of GFR, 2017) provides provisions for Single Tender
Enquiry. The same is produced as under:

Procurement from a single source may be resorted to in the following circumstances:

() Itisin the knowledge of the user department that only a particular firm is the manufacturer

of the required goods

(i) In a case of emergency, the required goods are necessarily to be purchased from a
particular source and the reason for such decision is to be recorded and approval of

competent authority obtained.

(i) For standardisation of machinery or spare parts to be compatible to the existing sets of
equipment (on the advice of a competent technical expert and approved by the competent

authority), the required item is to be purchased only from a selected firm.

Further, Proprietary Article Certificate in the following form is to be provided by the
Ministry/Department before procuring the goods from a single source under the provision of sub-
Rule 166 (i) and 166 (iii) of GFR, 2017as applicable:

‘(i) The indented goods are manufactured by M/s......................

(i)No  other make or model is acceptable for the following
FEASONS....ccii it teereeereeeeeeaeaeeeaaaaaanans

(iif) Concurrence of finance wing to the proposal vide: ....................
(iv) Approval of the competent authority vide:
(Signature with date and designation of the indenting officer)”

34. When the Committee sought information regarding the number of procurements made
through Strategic Alliances (SAs) without obtaining Proprietary Article Certificate, MeitY
furnished the following information to the Committee:
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“There were 97 cases of procurement done through Strategic Alliance during the
period from September 2015 to April 2017, and in all of these procurement was
made after obtaining PACs.

Procurement orders were placed directly by the procuring Ministries/Departments
with NICSI, and not through MeitY. Response regarding procurement by NICSI
and the bases thereof is based on NICSI’s submissions, which are reproduced in
the succeeding paragraphs.

One of the circumstances under which procurement was envisaged under rule
154 of GFR 2005 was “standardisation of machinery or spare parts to be
compatible to the existing sets of equipment (on the advice of a competent
technical expert and approved by the competent authority)”. Of the various
circumstances, only the said circumstance included mention of advice of a
technical expert. Further, the PAC form prescribed under rule 154 did not provide
for specific mention of either the particular applicable circumstance from among
various circumstances envisaged under the rule, or the advice of technical expert.
Moreover, under rule 154, PACs were issued by the procuring
Ministry/Department, with the approval of their competent authority. It may be
seen from the above that the facts regarding the particular circumstance resorting
to procurement under rule 154 applicable in a particular case and the facts
regarding technical advice where the same was required, cannot be fully
ascertained from the contents of the PACs made available to NICSI. However, it is
seen from the PACs available with NICSI that some of them, while describing the
reasons for their issuance, include mention of the recommendation/decision of a
technical committee or consultant....

.... NICSI has apprised that in 92 cases pertaining to the period from September
2015 to April 2017, the PACs provided to NICSI stated the reason for not
accepting other make or models.”

35. The NICSI on above issue of PAC, submitted to the Committee during, the course of oral

evidence, as under:

'W2075#ﬁvh§wmmmmmmmmaﬁﬁaﬁéf
dTE 85 TAT Tl &b [FF §HRT UIHT 3ld & I1 3Td gl ava & 34T 8t
PIs TS §7 [BUIEHC 3h VFHUBER & el 6 T 3UAT GIEd Bielh
BITT| FFF & ST &, SHFT o7 G FF [F48 HTT GIFINAC v &
3a8 gimise’t ifdmer afémpde & FIT HfFT] IJg av 2015 & qig dr aiT
&/ gger 8F &IT FE dd & IR ®er-154 B 3G dF S BUIRHE GIFIR BT
& 3gdr dwmfamdt g@dt & g 3ua BurdAc H gluisedl 3ifder
arerpde & 3R 3P U= 83 HIT BUCHE & YT aNT0| §H Hierhde Tal
&a & 07 R 31serT T S Giurse}) 3feded gid 4 3a%r gHA ay 2015
& Flerpehe &1 Y BY 13G1/ FART & TS sl T JiBe ay 1995 & S &
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gt & ag & &7 Gl giar YT &1 P VFT IieaiFerT a3 g1 ay 2015-
16 &#r 3¥UFoT Ruid # & U3 vt 3 Ggell G Jg Pal [ 19T S 96T
& & SR & IFAR b Tel &1 3T 37T F v AT TR Blell BT
#F NTH BIH TR [FT AT/ Tg §H T aea 817 (verbatim pg 4)

. X, TG TY 2015 & [EURRHE 3% TFHUETN & &HE FHEl 5 1T Hod
Flempde 38 HTMIT FNAT, TT & §H T FIGR N alempde & 8
&l

36. When the Committee asked the reasons for not obtaining proper 'Proprietary Article
Certificate' for procurements done between April 2014 and September 2015, NICSI in a written
reply submitted to the Committee as below:

“A proposal was submitted by NICSI to MeitY through NIC on 20.10.2014 to
include Strategic Alliance process in GFRs, 2005 by Department of Expenditure.
Subsequently, on receipt of approval of NIC/ MeitY, the same was forwarded by
MeitY to Department of Expenditure on 05/06/2015 for their consideration and
approval.

Department of Expenditure vide ID No.F.21/12012-PPD dated 28.08.2015 gave
No Objection if NICSI enters into Strategic Alliance under Rule 154 of GFR
subject to the condition that before placement of each order Proprietary Article
Certificate (PAC) as per Rule 154 is provide by the Ministry/ Department.”

(IV) Internal Audit of NICSI and Role of Controlling Ministry
37. The Committee, during the meeting, raised several concerns relating to the working of

Internal audit of NICSI, role of controlling Ministry, role of Board of Directors and other
mechanisms, if any, to keep an oversight over the functioning of Company. MeitY categorically
submitted to the Committee that no internal audit of NICSI was done prior to 2015-16. In this
connection, in a written reply to the Committee, regarding the vigilance/control mechanism
employed by the Ministry to keep an oversight over NICSI, MeitY submitted as under:

“‘NICSI is covered by audit by the office of the Comptroller and Auditor General of
India (C&AG), statutory audit by C&AG-nominated chartered accountancy (CA)
firm and, under the provisions of section 138 of the Companies Act, 2013,
internal audit by a CA firm. The vigilance set-up of NICSI functions under the
supervision and oversight of the Central Vigilance Commission (CVC). It is
headed by the CVC-appointed Chief Vigilance Officer (CVO) of MeitY, who is
assisted by a CVO-appointed Vigilance Officer, on part-time basis. Preventive
vigilance is an important part of the functions of the vigilance set-up and for
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performance of the same, it undertakes a number of measures aimed at
systemic improvements to ensure that prescribed procedures are followed and
lapses observed avoided in future. The CVO / Vigilance Officer / Vigilance Unit in
MeitY also issue advisories from time to time on general practices, training on
various administrative matters, etc. MeitY has recently engaged a leading global
consulting firm to study the present organisation structure of NICSI, the roles and
responsibilities assigned to it, suggest capacity-building programmes for its
workforce and identify gaps and suggest revamping of its current human
resource, with a view to make it future-ready. The overall objective of this
organization restructuring exercise is to evaluate the effectiveness of NICSI's
organisational structure and management systems in the light of its present
responsibilities as well as emerging opportunities.”

38.  When asked about the role of the Ministry of Electronics and Information Technology and
Internal Audit Department of the Company during 2005-2014, the period when the GFR, 2005

were flouted, the Ministry submitted as under:

“As regards arrangements to detect and take action relating to compliance with
GFR and other financial norms etc., it is submitted that apart from audit by the
Office of C&AG, statutory audit by a C&AG nominated CA firm, internal audit by
a CA-firm under the provisions of section 138 of the Companies Act, 2013,
NICSI is also covered by internal audit of a CA firm under rule 211(1) of GFR
2005 / rule 236 of GFR 2017, based on an Annual Internal Audit Plan approved
by Secretary, MeitY. However, there was shortfall between planned and actual
audits due to the absence of a dedicated Internal Audit Wing in MeitY (unlike in
other Civil Ministries). Given this constraint, priority was given to grantee
organizations of MeitY. NICSI was a not-for-profit company which did not
receive any grants in-aid from the Government, and which operated as a self-
sustaining company that met its administrative expenses from service charges
on projects implemented by it. As a result, MeitY could not undertake the
Internal Audit for NICSI during the relevant period. The issue also did not get
flagged in NICSI’s Statutory Audit conducted prior to the Audit for the period
2014 to 2017, it only came to MeitY’s notice upon reference being made to it by
NICSI, whereupon MeitY immediately advised NICSI to adhere to GFR and
other relevant rules. With regard to corrective action, it is submitted that apart
from discontinuation of Strategic Alliance, NICSI has now adopted a Standard
Operating Procedure (SOP) to be followed before placing of a work order to
vendors. Further, after taking the matter of providing staff/establishment for
Internal Audit Wing with MeitY with the Office of Chief Controller of Accounts
and continuous follow-up, agreement of the Office of the Controller General of
Accounts has been obtained to provide the same. Moreover, post receipt of the
C&AG audit observations, special audit of NICSI was ordered and no extension
was granted in the tenure of the statutory auditors.”

39. During the course of evidence, when the Committee asked to furnish the objections
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raised by the internal audit department of NICSI on the procurement procedure, the

representatives of the Company submitted as follows:

IR, e AiBe a FIfY 3ieataRra & ERAT|”

40. When asked by the Committee whether concurrence of internal Finance Wing of NIC/
Ministry was obtained on proposals under Strategic Alliance, NICSI, in a written reply to the
Committee, submitted as under:

“In NICSI, financial proposals are processed by the concerned officer/ division
and submitted to Financial Adviser & Controller of Accounts of NICSI for
concurrence. The Assistant/ Additional Financial Adviser of NIC were also
assigned the functions of Financial Adviser & Controller of Accounts, NICSI till
May 2017.

Subsequently, with the approval of NIC, the responsibility of Financial Adviser &
Controller of Accounts, NICSI was assigned to an officer of NIC on deputation
in NICSI.”
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PART- I
OBSERVATIONS / RECOMMENDATIONS OF THE COMMITTEE

A. OVERVIEW

National Informatics Centre Service Inc. (NICSI) was established in 1995 as a

Section-8 Company under Ministry of Electronics and Information Technology (MeitY) for
providing and procuring Information and Technology (IT) solutions for e-governance
projects undertaken by National Informatics Centre (NIC), MeitY and other Government
Departments and organizations (viz. Public Sector Undertakings, Autonomous Bodies
etc.). Rule 160 of General Financial Rules 2005 (GFR 2005) stipulates that all government
purchases should be made in transparent, competitive and fair manner so as to secure
best value for money. Rule 141A was inserted in GFR with effect from 09 August 2016 to
provide for procurement on “Government e-Marketplace” (GeM) which has been
established as a portal for online procurement of common use Goods and Services
required by various Government Departments/ Organizations/ Public Sector
Undertakings. Rule 149 of GFR 2005 provides three standard methods of obtaining bids
for procurement including “Single Tender Enquiry”. Rule 154 ibid, mentions the
circumstances under which procurement from a single source can be resorted such as
where only a particular firm is the manufacturer of required goods, and/or for
standardization of machinery or spare parts based on advice of a competent technical
expert and approval of the competent authority, procurement from a particular form may
be resorted. These purchases have to be supported by a “Proprietary Article Certificate”
(PAC) provided by the Ministry/Department in prescribed format as mentioned in GFR.
2. The present Audit Para no. 6.1 of C&AG Report No. 03 of 2021, examined by the
Committee, relates to procurement of hardware/ software item to the tune of Rs. 890.34
crore procured by National Informatics Center Services Inc. (NICSI) through strategic
alliance (SA). In the case, NICSI undertook single source procurement through SA route
between April 2014 and April 2017 with PACs as perfunctory compliance. Procurements
prior to September 2015 using this route were not in accordance with Rule 154 of GFR
and procurements, thereafter, undertaken based on PACs were also found lacking
required details in test checked cases by the C&AG. Following audit objections and
setting up GeM, the practice of SAs was discontinued by the Company after April 2017.
The Committee, before finalizing their observations in their report heard the views of the
officers from C&AG who conducted the Audit and also the views of the representatives of
NICSI and Ministry of Electronics and Information Technology. The Committee, for further
clarifications took the written replies from the Department of Expenditure (DoE) and
Department of Public Enterprises (DPE) of Ministry of Finance. The evidences of the
stakeholders, the information and clarifications submitted by them and internal
deliberations made by the members enabled the Committee to arrive at the conclusions
and make suggestions as mentioned in the succeeding paragraphs.

B. GER —APPLICABILITY

3. The General Financial Rules (GFRs) are a compilation of rules and orders of
Government of India to be followed by all while dealing with matters involving public
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finances. The Committee are of the opinion that GFRs as issued from time to time aim to
provide a framework within which a Government Organization manages its business in a
financially prudent manner without compromising its flexibility required in varied
situations. The Ministry of Electronics and Information Technology during the meeting
submitted to the Committee that they were not clear about the applicability of GFRs on
the Company. Both DoE and DPE, the Departments under the Ministry of Finance have
submitted to the Committee that GFRs are not applicable to the CPSUs as they operate in
a competitive environment, implying that GFRs are not applicable to NICSI. The
Committee, find that NICSI in its objectives/functions have mentioned that procurement
of ICT product and services for the Government sector is made following provisions of
GFR completely and also guidelines issued by Department of Expenditure and CVC from
time to time. Department of Expenditure (DOE) also advised NICSI to enter in Strategic
Alliance under Rule 154 of GFR, 2005 subject to the condition that before placement of
each order, PAC, as per rule may be provided by the Ministry/Department. Further, DoE
has issued an order Rule 144(xi) of GFR, 2017 wherein certain restrictions have been
imposed on Central Public Sector Enterprises. The Committee from the replies received,
from NICSI, MeitY, DPE and DoE and from the observations of C&AG on this specific
iIssue of applicability of GFR on NICSI, note that there is not much clarity amongst the
various stakeholders regarding applicability of GFR on CPSEs. At one hand Ministry of
Finance is stating that GFRs are not applicable to CPSEs, at another they are imposing
restrictions on CPSEs by issuing order under GFR. The Committee, therefore,
recommend that a Committee may be formed with representatives from Ministry of
Corporate Affairs, DPE, Meity, DoE and all other stakeholders so as to decide the
applicability or extent of applicability of GFR on CPSEs. For this, Meity should take up the
matter with Ministry of Finance (Department of Expenditure).

C. CLARITY ON STRATEGIC ALLIANCE

4. Audit had observed that NICSI procured hardware and software items costing Rs.
890.34 crore through “Strategic Alliance (SA)” route in contravention of GFRs 2005 and
thus failed to ensure transparency and competitiveness in the procurement process. As
procurement through Strategic Alliances was not covered under any rule/ order issued by
Ministry of Finance(DOE), NICSI in its 88th Board of Directors meeting (September 2014)
decided to send a proposal through MeitY, to the Department of Expenditure (DoE) for
inclusion of Strategic Alliance as a process of procurement in GFR 2005 for providing ICT
goods and services (including solutions). MeitY further informed the Committee that, on a
writ petition challenging the Notice inviting Tender (NIT), the Hon’ble High Court of Delhi,
vide its order dated 25.8.2014 in W.P.(C)4370/2014, directed that no further steps be taken
pursuant to the tender in question. Against the backdrop of this order, since requests
were being received from various Departments and organisations for implementing
Proforma Invoices already issued by NICSI under Strategic Alliance for various ongoing
IT projects, the management approached the Board for approving implementation of such
proforma invoices. Keeping in view the serious difficulty faced in procuring spare parts
for maintenance of various existing IT installations at a reasonable cost, the Board, in its
meeting held on 26.9.2014, while extending the validity of the existing Strategic Alliances
expiring before 31.1.2015 till the said date, advised that NICSI may take up the matter with
the Government for recognition of the process of Strategic Alliances. Accordingly,
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proposal for inclusion of SA in GFR was sent to Ministry of Finance by NICSI. Ministry of
Finance (DoE) while not specifically allowing incorporation of SAs in GFR, conveyed in
August-2015 that, they have no objection if NICSI enters into Strategic Alliance under
Rule 154 of GFR 2005 subject to the condition that before placement of each order,
Propriety Article Certificate (PAC) as per Rule 154 is provided by the Ministry/
Department’. The Ministry of Electronics and Information Technology (Meity) advised
NICSI to carefully examine the response of MoF (DoE), before its formal adoption as a
process of procurement. NICSI construed the communication from DoE as approval for
the system of SAs provided procurement was undertaken on the basis of PACs and
decided to continue with the system. The Committee feel that, to avoid complications,
NICSI should have carefully examined the advice of DOE as directed by Meity before
further undertaking procurement through SA. Meity, too, should have ensured that their
direction are complied with and therefore, the Committee desire that Meity should ensure
that due importance is given to the advice rendered by them and DOE in future.

5. The Committee was informed that 25% of total procurement by NICSI was done
through SA. However, the Committee note that this is not supported by figure furnished
by NICSI. Total procurement by NICSI during the period 01.04.2005 till 31.03.2014
amounts to Rs.1906.61 crore and out of this Rs.1016.33 crore of procurement equivalent
to 51.64 percent was done through SA. Similarly, during the period 01.04.2014 to
30.09.2017, out of total procurement of Rs.2052.19 crore, 43.38 percent i.e. Rs.890.34
crore of the total procurement was done through SA route these procurements were more
than 25% of total procurement against the claimed of 25% by NICSI through SA. The
Committee would like to know the reasons for this mismatch and therefore, advise NICSI
to be careful in furnishing fact and figures to the Committee in future.

6. The Committee further note that NICSI had resorted to the method of SA more than
it was needed, indicating that NICSI employed SA method not just as an exigency
requirement but as a routine-ones. A stay was imposed by Delhi High Court (DHC), on a
Notice Inviting Tender (NIT) in 2014, and for finding a way therefor, BOD asked NICSI to
take recognition of the process from Ministry of Finance (DoE) by incorporating the
provision of SA in GFR. Neither MeitY nor NICSI took any interest in the matter before this
stay by DHC and rules were allowed to be flouted for more than a decade till the practice
was discontinued in 2017 after the introduction of GeM. The Committee therefore, feel
that NICSI should have taken the advice of DOE before initiating process of SA in 2005-06
itself, and would have devised their own set of financial rules. The Committee would like
to know the reasons behind such omissions by NICSI and desire that financial rules and
procedures for procurement may be framed by BOD of NICSI for transparent
procurement.

D. VIOLATION OF RULE 154 OF GFR-2005 - FAILURE IN OBTAINING OF PROPRIETY
ARTICLE CERTIFICATES(PAC)

7. The Audit had observed that NICSI didn’t obtain the Propriety Article Certificates
(PAC) as per the Rule 154 of GFR between the period April 2014 and September 2015 for
its procurements from single sources as advised by DOE. From September 2015, NICSI
began obtaining PACs for purchases made from a single source as advised by DOE.
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However, a test check revealed that these were being furnished and used without
mentioning clear, specific and cogent reasons as per the format prescribed in GFR, for
procurement through a single source. The Audit had further stated that the main intent
was thus, to only show perfunctory compliance with GFRs. The officials of NICSI did not
examine whether the same was in order and in case of lacuna, did not find it fit to intimate
concerned Ministry/Department to fulfill the requirement(s). The Committee, therefore,
desire that such officials may be identified and responsibility be fixed. Further, the
Company should remain more careful in future.

E. INTERNAL CONTROL MECHANISM AND THE ROLE OF MEITY

8. The Committee, during the meeting with the representatives of NICSI and Meity,
came across the role of Internal Audit Department of the Company and oversight
mechanism of the controlling Ministry i.e. Meity. The Committee, note that the
representatives of NICSI, during the meeting categorically stated that Internal Audit
Department of the Company had never raised any objections regarding the procurement
procedure followed by the Company. Further, MeitY, in a written response to the
Committee, submitted that no internal audit of NICSI was done due to shortage of staff
prior to 2015-16 and there was absence of dedicated Internal Audit Wing in Ministry. Now
Controller General of Accounts (CGA) has agreed to provide staff for the purpose. The
Committee are strongly critical of above facts and urge both NICSI and MeitY to be more
vigilant towards their duties. The Committee, therefore, recommend that internal audit
system may be strengthened with suitable effective mechanism so that benefit of Audit
may be harnessed and deficiencies may be rectified in time.

9. Meity has informed the Committee that they have recently engaged a leading global
consulting firm with a view to make NICSI future-ready. The Ministry further informed the
Committee that the overall objective of this organization restructuring exercise is to
evaluate the effectiveness of NICSI’s organizational structure and management systems
in the light of its present responsibilities as well as emerging opportunities. The
Committee, while appreciating the step taken by MeitY, would like to be informed about
the salient findings and outcome of the said Study.

*kkkk

New Delhi; BAIJAYANT PANDA
11 December, 2024 Chairperson
20 Agrahayana, 1946(S) Committee on Public Undertakings
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APPENDIX |
COMMITTEE ON PUBLIC UNDERTAKINGS
(2022-2023)

MINUTES OF THE FOURTH SITTING OF THE COMMITTEE

The Committee sat on Tuesday, the 14" June, 2022 from 1100 hrs.

1140 Hrs. in Committee Room ‘D’, Ground Floor, Parliament House Annexe, New Delhi.

PRESENT
Shri Santosh Kumar Gangwar - Chairperson

MEMBERS

Lok Sabha

2. Shri Lavu Sri Krishna Devarayalu
3. Shri Ravneet Singh Bittu
4, Shri Ramdas Chandrabhanji Tadas

Rajya Sabha

Ms. Indu Bala Goswami
Shri Syed Nasir Hussain
Dr. Anil Jain

Shri Prakash Javadekar
Dr. Amar Patnaik

0. Shri M. Shanmugam

HoOoooNOO

SECRETARIAT

1. Shri Vinod Kumar Tripathi - Joint Secretary
Shri Srinivasulu Gunda - Director
3. Shri G.C.Prasad - Additional Director

no
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REPRESENTATIVES OF THE OFFICE OF COMPTROLLER & AUDITOR GENERAL OF

INDIA
1. Ms. Aditi Roy Choudhury - Dy. C&AG ( Finance & Communication)
2. Shri Manish Kumar - Director General
3. Shri Manish Kumar - Director General of Audit
4. Shri Shailendra Vikram Singh - Director General (Parliamentary
Committee)
2. At the outset, the Chairperson welcomed the Members & representatives of the O/o

C&AG and drew their attention to Direction 55(1) of the 'Directions by the Speaker' regarding
confidentiality of briefing before the Parliamentary Committees. Thereafter, Representatives of
O/o C&AG made a Power Point presentation and briefed the Committee on ‘Audit Para No. 6.1
of Report No. 3 of 2021 relating to procurement of hardware/ software item to the tune of Rs.
890.34 crores through strategic alliance relating to National Informatics Center Services Inc.' in
detail. The issues touched upon, inter-alia, included procurement of hardware and software
costing Rs. 890.34 crore by National Informatics Centre Service Inc. (NICSI) through the
“Strategic Alliance” route in contravention of General Financial Rules, 2005 and departmental
instructions leading to failure in ensuring transparency and competitiveness in the procurement
process.

3. Thereafter, Chairperson and Members sought clarifications from the representatives of
the O/o C&AG on various aspects of NICSI seeking reasons behind such glaring lapses,
corruption motives and emphasized on need to fixing responsibility and accountability.

4. The representatives of the C&AG clarified on issues on which information was readily
available with them. The Committee decided to hear the views of NICSI and Ministry of
Electronics and Information Technology (MeitY) on the Audit Para No. 6.1 of Report No. 3 of
2021 for further examination of the subject in future sittings of the Committee.

The Committee then adjourned.
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APPENDIX 1l
COMMITTEE ON PUBLIC UNDERTAKINGS

(2022-23)

MINUTES OF THE FIFTEENTH SITTING OF THE COMMITTEE

The Committee sat on Tuesday, the 11 October, 2022 from 1100 hrs. to

1205 hrs. in Committee Room No. ‘1’, Ground Floor, Block A, Extension to Parliament House
Annexe (EPHA), New Delhi.
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PRESENT

Shri Santosh Kumar Gangwar - Chairperson
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10.
11.
12.
13.

MEMBERS
Lok Sabha

Shri Sudip Bandyopadhyay

Shri Lavu Sri Krishna Devarayalu
Shri Arjunlal Meena

Shri Janardan Mishra

Shri Ravneet Singh Bittu

Shri Sushil Kumar Singh

Shri Uday Pratap Singh

Shri Ramdas Chandrabhanji Tadas

Rajya Sabha
Shri Anil Desai
Dr. Anil Jain

Dr. Amar Patnaik
Shri M. Shanmugam

Secretariat

Shri V.K. Tripathi - Joint Secretary
Shri Santosh Kumar - Director

Shri G.C. Dobhal - Additional Director
Smt. Mriganka Achal - Deputy Secretary
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REPRESENTATIVES OF OFFICE OF COMPTROLLER AND AUDITOR GENERAL

1. Ms. Aditi Roy Choudhury - Dy. Comptroller & Auditor General
(Finance & Communication)

2.  Sh. Manish Kumar - Director General (Finance &
Communication)

3. Ms. Aman Deep Chatha - Director General of Audit (Finance &
Communication)

4. Ms.R. Uma - Director

REPRESENTATIVES OF NATIONAL INFORMATICS SERVICES INC. (NICSI)

1. Shri Rajesh Gera - Director General

2. Dr. Vinay Thakur - Managing Director

3. Shri Rajesh Bahadur - Deputy Director General, Ex- MD
4. Shri Manoj Kumar Mishra - Deputy Director General, Ex- MD

2. The Chairperson welcomed the Members and the Officers of C&AG at the sitting
convened to take evidence of the representatives of National Informatics Center Services Inc
(NICSI) in connection with the examination of Audit Para No. 6.1 of Report No. 03 of 2021 of
C&AG related to ‘procurement of hardware/ software items to the tune of ¥890.34 crores through
Strategic Alliance relating to National Informatics Center Services Inc. (NICSI). The
representatives of O/o C&AG then further highlighted the issues pertaining to procurement of
hardware and software costing ¥ 890.34 crore from April 2014 to April 2017 by NICSI through
Strategic Alliance (SA) route violating the Rule 154 of the General Financial Rules (GFR), 2005.
(The representatives of NICSI were, then, called in)
3. The Chairperson welcomed the representatives of NICSI and drew their attention to
Direction 55(1) of the 'Directions by the Speaker' regarding confidentiality of evidence before the
Parliamentary Committee. The Chairperson emphasized on important issues of the Audit Para
and sought the reasons behind not complying with the GFR, 2005. The Chairperson also sought
clarifications as to why the procurements between the period in question were undertaken
without obtaining Propriety Article Certificates.
4. Thereafter, the representatives of NICSI made a presentation to the Committee on the
subject highlighting therein the Company’s genesis and business profile; Company’s impact and
major achievements, etc. NICSI made submissions on the observations of the Audit and
explained the circumstances under which the provision of GFR, 2005 were not followed and the
alternative mechanisms adopted by them in the procurements done during the period to meet
the specific demands of the clients.

5. The Members, then, raised various issues pertaining to Audit findings in the functioning of
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NICSI vis-a-vis details of the procurements under the Strategic Alliance route, number of
Strategic Alliances made by the Company; role of the Internal Audit Division of the Company
during the period when GFR, 2005 were not followed by the Company; major articles bought
under the Strategic Alliances; fixing of responsibility, for not following the provisions of GFR,
2005 in procurement; items purchased/being purchased by the Company through the sources
other than the Government Marketing (GeM) Portal; rate(s) at which articles were purchased,
role of the Ministry of Finance (Department of Expenditure), etc.

6. The representatives of the NICSI clarified issues on which information was readily
available with them. In respect of some points for which information was not readily available,
the Chairperson desired that written replies may be furnished to the Committee Secretariat
within 10 days.

(The Committee, then, adjourned)

A copy of the verbatim proceedings has been kept.
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COMMITTEE ON PUBLIC UNDERTAKINGS
(2022-23)

MINUTES OF THE SIXTEENTH SITTING OF THE COMMITTEE

The Committee sat on Tuesday, the 11 October, 2022 from 1205 hrs. to

1230 hrs. in Committee Room No. ‘1’, Ground Floor, Block A, Extension to Parliament House
Annexe (EPHA), New Delhi.
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Shri Arjunlal Meena
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Shri Ravneet Singh Bittu

Shri Sushil Kumar Singh

Shri Uday Pratap Singh

Shri Ramdas Chandrabhanji Tadas

Rajya Sabha
Shri Anil Desai
Dr. Anil Jain
Dr. Amar Patnaik
Shri M. Shanmugam

SECRETARIAT

Shri V.K. Tripathi - Joint Secretary
Shri Santosh Kumar - Director

Shri G.C. Dobhal - Additional Director
Smt. Mriganka Achal - Deputy Secretary
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REPRESENTATIVES OF OFFICE OF COMPTROLLER AND AUDITOR GENERAL

1. Ms. Aditi Roy Choudhury - Dy. Comptroller & Auditor General
(Finance & Communication)

2. Sh. Manish Kumar - Director General (Finance &
Communication)

3.  Ms. Aman Deep Chatha - Director General of Audit (Finance &
Communication)

4. Ms.R. Uma - Director

REPRESENTATIVES OF MINISTRY OF ELECTRONICS & INFORMATION TECHNOLOGY (MeitY)
1. Shri Amit Agrawal - Additional Secretary
2. Sh. Rajesh Singh - Joint Secretary

(The representatives of MeitY were called in)
2. The Chairperson welcomed the representatives of the Ministry of Electronics and Information
Technology (MeitY) and drew their attention to Direction 55(1) of the 'Directions by the Speaker'
regarding confidentiality of evidence before the Parliamentary Committee. The Chairperson emphasized
on important aspects of NICSI and sought the action taken by the Meity on the violation of General
Financial Rules (GFR), 2005 by National Informatics Centre Services Inc. (NICSI). The Chairperson also
sought clarifications on the aspect as to whether the Board of Directors (BoD) of the NICSI has allowed to
make procurement in conflict with GFR and whether BoD is competent to allow such modifications in the
provisions of GFR, 2005.
3. Thereafter, the representatives of Meity gave clarifications on various aspects such as the
applicability of GFR, 2005 on various companies; the action taken by the Ministry on non-compliance of
relevant provisions of GFR, 2005 by NICSI; the views of the Meity on the Strategic Alliances followed by
NICSI, etc.
4. The Members, then, raised various issues such as genesis and need of compliance with GFR
Rules; the role of Internal Audit Wing of the Ministry; the cognizance of internal audit of NICSI, and
Department of Expenditure about non-conpliance of GFR; the audit objections raised by C&AG and the
action taken thereon; the lackadaisical attitude of the representatives of the Ministry on this issues.
5. The representatives of MeitY clarified issues on which information was readily available with
them. In respect of some points for which information was not readily available, the Chairperson desired
that written replies may be furnished to the Committee Secretariat within 10 days.

(The Committee, then, adjourned)

A copy of the verbatim proceedings has been kept.
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APPENDIX IV
COMMITTEE ON PUBLIC UNDERTAKINGS
(2024-25)

MINUTES OF THE FOURTH SITTING OF THE COMMITTEE

The Committee sat on Wednesday, the 25" September, 2024 from 1350 hrs. to 1415 hrs.
in Committee Room No. ‘1’, Ground Floor, Extension to Parliament House Annexe, New Delhi.

PRESENT
Shri Baijayant Panda - Chairperson

MEMBERS
Lok Sabha

Shri Tarig Anwar

Shri R.K. Chaudhary

Shri Chandra Prakash Joshi
Smt. Kanimozhi Karunanidhi
Shri Kaushalendra Kumar

Shri Shankar Lalwani

Shri Mukesh Rajput

Shri Sukhjinder Singh Randhawa
Shri Kodikunnil Suresh
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Rajya Sabha

11. Shri Narain Dass Gupta
12.  Shri Debashish Samantaray
13.  Shri Arun Singh

SECRETARIAT

1. Shri Neeraj Semwal - Joint Secretary
2. Smt. Jyochnamayi Sinha - Director
3. Smt. Mriganka Achal - Deputy Secretary
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2. After the Committee reassembled for the afternoon session, Hon’ble Chairperson chaired
the third agenda item of the day. Chairperson briefly apprised the Members on the two draft
Reports that were approved during the previous term of the Committee by erstwhile Chairperson
and considered as part of unfinished work of the Committee. The Committee then considered
and adopted the following two draft reports, without any changes/modifications, On the following
two selected subjects: -
i. ‘Para No. 6.1 of Report No.3 of 2021 related to “Procurement of hardware/software
item to the tune of Rs. 890.34 crores through strategic alliance relating to National
Informatics Centre Services Inc” (Based on Audit Examination); and

ii. Bharat Heavy Electricals Limited (BHEL) (Comprehensive Examination)

3. The Committee authorized the Chairperson to finalized the draft Reports on the basis of
factual verification as suggested by C&AG and concerned Ministry/Department for presenting

the Reports during the next session of Parliament.

The Committee, then, adjourned to take-up next agenda item of the afternoon sittings.
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