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PREFATORY REMARKS

This Report has been prepared for submission te the
Govermor under paragraph 7(4) of the Sixth Schedule to
the Constitution of India. It relates mainly to points arising
from the audit of the financial transactions of the Khasi
Hills District Council.

2. The cases mentioned in this Report are those which

came to notice in the course of test-check of the accounts for
the years 1970-71 to 1984-85.

@







OVERVIEW

This Report centains three sections, of which one deals
with the constitution of the Khgasi Hills District Council,
the rules for the managemesnt of District Fund and
maintenance of accounts by the = District Council. The
remaining two sections include comments on the Council’s
financial position and various irregularities relating to the
period from 1970-71 to 1984-85.

The important Audit findings are summarised in the
succeeding paragraphs:
— Departmental proceedings for fixation of responsibility
for misappropriation of Council’s money amounting to
Rs.0.82 lakh were not carried out.
(Paragraph 3.1)

—  Rupees 0.90 lakh sanctioned by the Government as loan in
March 1973 had not been repaid by the Council. Loan
together with interest amounted to Rs.2.09 lakhs upto
January 1992.

(Paragraph 3.2)

— Discrepancies between Fund register and Personal
Ledger Account—Rs.88.04 lakhs (receipt side) and Rs.0.26
lakh (payment side) had been noticed.

(Paragraph 3. 3-a)

—  Rupees 2.68 lakhs stated to have been deposited by the
Council was not traceable in the Treasury Personal  Ledger
Account.

(Paragraph 3.4)

—  Rupees 10.01 lakhs had been diverted to meet other
expenditures from the amouut sanctioned for arrear of pay and
allowances (Rs.61.60 lakhs).

(Paragraph 3.5)
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— Rupees 1.05 lakhs invested in the Kyriang plantation
were wasted due to fire though part of the expenditure
incurred was on fire line which was not In existence.

(Paragraph 3.6)

— Loss of Rs. 443 lakhs due to irregular extension of
leased period.

(Paragraph 3.7-a)

— Loss of Rs. 3,92 lakhs due to non-acceptance of tenders
for lease of forest beats and non-acceptance of tender of
the highest bidder.

(Paragraph 3.7-b)
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SECTION I

1.l Introduction

The United Khasi and Jaintia Hills District Council
was set up it June 1952 under the provisions of Article 244 (2)
read with the Sixth Schedule to the Constituion of 19dia.
It was bifurcated and the Jowai District Gouncil wus cacved out
i1 1967. The United Khasi and Jaintia Hills District Gouneil
and the Jowai District Council were re-named in 1973 as
the Khasi Hills District Council and Jainia Hills District
Council respectively, by a notification issued by Government
on 14th June 1973,

The 5ixth Schedule to the Constitution of India provides
for administration of :pecified tribal arcas. For that purpose
it provides for the constitution of a District Council for
eachi autonomous District with powcers to make laws on
matters listed in paragraph 3 (1) of the Sixth Schedule
mainly in respect of allotment, cccupation, use ctc of land;
management of forests other than reserve forests; use of
any canal or water-course for agriculture; regulation of the
practice of jhum or other forms of shifting cultivadon;
establishment of village or town cemmittees or councils
and their powers; village or town administration including
police, public health and sanitation and inheritance of pro-
perty. Under paragraph 6 (1) of the Sixth Schedule, the
Councils have powers to establish, construct or manage
primary schools, dispensaries, markets, cattle pounds, ferries,
fisheries, roads, road transport and waterways in the respective
autonomous districts. The Councils also have the powers
to assess, levy and collect within the autonomous district,
revenue in respect of land and buildings, taxes on professions,
trades, callings and employments, animals, vehicles and boats,
tolls on passengers and goods carried in  ferries and for
the maintecnance of schools, dispensaries or roads as listed
in paragraph 8 of the Sixth Schedule,
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[.2 Rules for the management of District Fund

In terms of the provisions of paragraph 7 (2) of the
Sixth Schedule to the Constitution of India, rules are to
be framed by the Governor for the management of a District
Fund, and for the procedure to be followed in respect of
payment of money into the said Fund, withdrawal of
moneys therefrom, Custody of money therein and any other
matter connccted with or ancillary to these matters.. These
rules are yet to be finalised (January 1992).

.3 Maintenance of accounts

In pursuance of paragraph 7(3) of the Sixth Schedule
to the Constitution of India, the form in which the accounts
of the District Council are to be maintained was prescribed
by the Comptroller and Auditor General of India with the
approval of the President in April 1977 and communicated
to the Khasi Hills District Council in June 1977. The
Aunnual accounts for the years 1970-71 to 1984-85 were
rendered only in June 1991, Thus there

: ) has been great
delay in rendition of the accounts.

Under paragraph 7 (4) of the Sixih Schedule, the Reports
of the Comptroller and Auditor General of India relating

to the accounts of the Council are to be submitted to the
Governor for laying before the Council,

Results of the test-check of Annual accounts of the Council
for the years 1970-71 to 1984-85 are given in the succeeding
paragraphs.
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SECTICON
2. Revenue Receipts

According to the Annual Financial Statements furnished
for the years 1970-71 to 1934-85 were as follows:—

Year 1970-71 1971-y2 1972-73 1973-74 1974-75 1975-76

(Rupees

Openizg balance 1437 2720 2822 20:50  18+90 16'35

Revenue peceipts 650 15%66 6'99 773 6'62 22470

Grants-in-aid from  State 46:38 9334 42'99 4976 4956  43'53

Government

Receipts during the year 52:98  490p 4998 5749 5616  66'28

7+2 76-20 73-20 77'99 69:18 76°58

Total receipts 6725

Total expenditure 40-05 52'98 52:70 64+99 5883 6850

Closing  balance 27-20 2322 20-50 1300 10-35 800




II
and Expenditure

by the Counci]? the receipts and expenditure of the Council

1976-77 1977-78 1978-79 1979-80 1980-81 1941-82 1982-83 i983-84 1984-85

in lakhs)

8w0 2013 4780 61°01 7498 7046 3367 5§85 21v9

2413 1517 21471 3237 90°28  49'18 3504 70°09 8088

63-31 9536 103'79 9435 10445 9527  161'77 61'15 19-69

87-44 110°53 12550 126:72 13473 144+45 194'81 131'24 100°77

9544 13066 172°30 187'73 20971 21491 22848 16369 12186

7531 82¢86 112-29 112:75 13925 181*24¢ 176'63 162'00 8807

20:18 47'80 6101 74'98 70°46 33°67 51'85 21909 33179
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Reasons for variation in collection of revenues from year to
year were not stated (January 1991). During the period from
1970-71 to 1974-75 and 1977-78 to 1980-81, the collection
represented only a very small percentage ranging from 13
to 34 of the grants recrived from Government. The Council
had a closing balance of Rs.33:79 lakhs on 31st March 1985.



SECTION II1

F1 Misappropriation of Council's’ money

On 3rd Febrvary 1970, the Secrctany to ‘the Executive
Committee of the Dustriet Council instrucied the  Nazir-cum-
cashicr to deposit Rs, 0.60 l.kh to the account of the Council
maintained 1n the State Bank of India. Cn verification of
records by the Council aythorities with the bank on 19:h
February 1970, it was found that the gmount had not been
deposited though the same wasshown as such in the Cash
Book of the Council. The case was reported to the police
on the same date and the Nazir-cum-cashicr was arrested
by the police, The cash book from Ist April 1969 to 3rd
February 1970 ard other relevant records were seized (20th
February 1970) by the police.  After investigation, the police
filed a case (March 1970) in the Court of law agairst the
cashier for misappropriation of Rs. 0:82 lakh instead of Rs. 0:60
lakh as worked out by the Council. In July 1978 the cashier was
exoneratcd as the prosecntion could mnot prove beyond all
reasonable doubts that the Cashier had committed the offence.
Departmental proceedings for fixaticn of responsibility in terms
of the Court’s judgement (July 1978) were rot carried out
nor responsibility for the misappropriation fixed. Further
devclopment of the case has not been intimated (January
1992).

3.2 Nou-refund of loan

In March 1973, Government sanctioned a Jloan of Rs.
0.90 lakh to the Council for implementation of a scheme for
improvement ofsix border markets. The loan carried interest
at the rate of 7 per cent per annum and was repayble in 20
equal instalments. Qut of this, expenditure of Rs. 0.53 lakh
was incurred upto August 1975 on four markets. In February
1975, the Council approached Government for treating the
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loan as grants-in-aid. Government did not accept the pro-
posal and asked the Council (September 1975) to deposit
the full amount of loan with interest immediately. The
loan had not been repaid by the Council (December 1990).
The loan together with interest at 7  per cent per annum
amounted to Rs.2:09 lakhs on 31st January 1992.

3.3 Discrepancies beiween Fund Register and PLA

According to the Fund Rules of the Council, all moncys
received on behall of the Council and all the expendiwre
incurred n relation to the affairs of the Council are required
to be exhibiiedin the Personal Ledger Account (PLA) to be
opened in the Shillong Treasury. 'To facilitate such trans-
actions a Pass beok is also required te be inaintained. 1t
was seen that the treisactions appearing in the Treasury Pass
Book maintained in support of the entries in the PLA of the
Khasi Hills District Council were found not tallying with
those entered in tlic basic records of the Council. Besides,
there were basic defects in the maintenance of initial records
which were test-checked by Audit during September 1983.
A few major irregularities noticed are as below :—

(a) Discrepancies between Iund Register and PLA

Receipts Exzpendifure

Year Amom}t Amount Amouni Amount
according according according according

to PLA to [fupd to PLA to Fund

register register

(in lakhs of-rtpces)

1981-82 203.24 157.26 176.64 176.30
1932-83 195.75 152.69 213.89 214.49
398.99 309.95 3906.53 390.79

No action was taken to reconcile the discrepancies
(January 1992).
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(b) Short accountal of Rs. 0.10 lakh

During August 1980 only a part of the amounts drawn
from Treasury were entered in the Receipts side of the
Cash book resulting in  short accountal of Rs, 10,000 as
indicated below:—

Voucher No. Amount drawn Amount entered in the
and date from P.L.A. General Cash Book
1569 dated 1. 8. 1980 R4, 10,567.88 Rs, 567.88

Reasons ior such short accountal were not furnished
(January 1991).

3.4 Non-remittances of revenue

A scrutiny of the records of the District Council with
that of PI.A revealed that an amount of Rs. 2.68 lakhs,
being forest revenue, stated to have been deposited by
the Council during April 1981 to February 1983 in the
PLA of the District Council, through Treasury Challans
were not actually traced in the Pi.A (Pass Book). Period
to which the forest revenue relates was not available on
records. The matter was reported fo the Disirict Council
during October 1984 followed by five remiaders issued
between October 1985 and August 1991.  The reply had
not been received (February 1992).

3.5 Diversion of Fund

During the period from 1980-81 to 1982-83, a total
amount of Rs.61.60 lakhs was released by Government to the
District Council for payment of arrears of pay and allowances
to the teachers on account of revision of pay scales. Out of
this, the Council paid Rs.19.80 lakhs as advance pay for
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two months to the teachers. An amount of Rs.10:01 lakhs
was utilised for meeting other expenditures of the Council and
the balance amount of Rs.31.79 lakhs was kept in the PLA
and remained urutilised (August 1991).

Reasons for non-payment of salary to the teachers and
utilisation of the fund for other = expenditure were not
furnished by the Council (January 1992) despite repeated
reminders issued between September 1985 and August 1991.

3.6 Loss due to fire

During the period from 1980-81 to 1983-84, the Council
incurred an expenditure of Rs.1.05 lakhs towards Preliminary
works (Rs.0.40 lakh) and maintenance of fire lines in Kyniong
Forest Plantation under the quick growing species plantation
scheme (Rs.0.65 lakh). But the existence of fire lines
was in doubt as was evident from the observation made
by the Chief Forest Officer of the Khasi  Hills
District Council who, on a spot verification on 924th May
1985 of the (Kyniong) Forest Plantation, observed that the
condition of the plantation was deplorable in the absence
of fire lines and that a fire that had crossed into the plantation
area had destroyed all the grown up young trees. The Chief
Forest Officer further obscrved that fire had been burning the
standing trees occasionally during the last two vyears. The
entire expenditure of Rs.1.05 lakhs thus proved wasteful. The
matter was reported to the Council in July 1986 ; reply had not
been received (February 1992).

3.7 Loss of revenue

(a) Due to extension of lease

During October 1984,11 forest beats were leased out for the
period from Ist November 1984 to 31st October 1985 for a total

amount of Rs.53.15 lakhs. After the expiry of the lease period,
extension for one month i, e. from 1st November 1985 to 30th
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- November 1985 was granted in favour of the lessees of the
above 11 forest beats without any recorded reasous. As a resull
of extension of the period of lease without any further
payment, there was a loss of forest revenue to the extent of

Rs.4.43 lakhs.

This was reported to the Council (April 1987) ; their
reply had not been reccived (February 1992).

(b) Due to non-lease of forest beats

(i) For the lease of two forest beats i ¢. Paham and
Rani Jirang for the period from 1st November 1984 to
31st October 1985, the Council, in October 1984,
invited tenders and in response, five tenders for one beat
(Paham) and two for the other (Rani Jirang) beat wezge
received. The highest offfers in respect of Paham and
Rani Jirang beats were 'Rs.2.65 lakhs and Rs.l lakh
respectively. But the Council did not lease out these
two beats; insicad operated the beats and collectred
the revenue directly. During the period from November
1984 to October 1985, the Council realised revenue of
Rs.1 lakh  (Paham-Rs.0.84 lakh and Rani-Jirang- Rs,
0.1 lakh! resulting in loss of reveriue of Rs.2.65 lakhs
for the above mentioned period. This could have
been avoided, had the Council leased the beats at the
highest offer received. The reason for not leasing out
the two beats was not furnished.

The matter was reported to the Council in July
1986, reply is still awaited, despite three reminders issued
between July 1989 and August 1991,

(ii) Similarly for lease of three (Umsiang, Marmain and
Khanapara) forest beats for the period from lst Novem-
ber 1984 to 31st October 1985 the Council invited
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tenders (October 1984) and in response only one tender
was received. In order to make the offer more competitive,
the Council decided to re-invite tenders without opening
the single tender received earlier. Accordingly, notice
inviting tenders was issued on 20th October 1984 and in
response, 13 tenders for Umsiang, 9 for Marmain and 11
for  Khanapara were received. Total amount of highest
bids in respect of the aforesaid three beats was Rs.2.75
lakhs (Umsiang—Rs 0.80 lakh, Marmain-Rs.1 lakh and
Khanapara-Rs.0.95 lakh). But the Council leased out
+three "beats at a lower rate of Rs.1.48 lakhs (Umsiang
—Rs.0.45 lakh, Marmain-Rs.0.48 lakh and Khangapara-
Rs.0.55 Jakh) without considering the rates offered by
the highest bidders. No record indicating the reasons
for non-acceptance of the offers ofthe highest bidders
could be made available to Audit. Due {0 nen-acceptance
of the highest bid, the Gouncil suffered a loss of revenue
of Rs.1,27 lakhs.

The matter was taken up with the Council in July 1986,
July 1989, October 1990 and August 1991; their reply had not
been 1eceived (February 1992). -

3.8 Outstanding Inspection Reports

_ Audit observations on financial irregularities and defects in
maintenance of accounts noticed during local audit and not
settled on the spot, are communicated to head of office
and to the next higher authorities through the audit inspec-
tion reports.

. A review of the outstanding audit paragraphs included
n the'lnspeq 'On reports pertaining to Khasi Hills District
Council, Shillong shows the position of unsettled ones as
detalled below :(—
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Outstanding inspection reports/paras

81, No. Period of accounts  Year of issue of No. of outstanding
Inspection Reports L.R/Paras

1 10/70 to 6/71 1971

1 31
2. 7/71 to 6/72 1971 1 19
3, 7172 to 9/73 1974 1 8
4, 10/73 to 10/74 1975 1 8
11/74 to 10/75 1975 1 18
6. 11/75 to 1276 1979 1 20
7. 1/77 to 3/80 1981 1 15
8. 4/80 10 3/83 1984 1 16
9. 4/83 to 3/85 1986 1 23

(ROCHILA SAIAWI)

. Accountant General (Audit)
glacc':Shqung Assam, Mcghﬂ]f)’a,
ate : 2 8 & AR-AiBa Arunachal Pradesh and Mizoram
0 APR 1953
Countersigned

Place: New Delhi

(C. G. SOMIAH)
Date

?}' -~ ’i;": 9 Comptroller and Audjtor General of Indis.
L f \Y 193]






