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Preface 

I . This Report has been prepared for submission to the Governor under 

Article 151 of the Constitution. 

2. Chapters I and If of this report respectively contain audit observations 

on matters arising from exarnination of Finance Accounts and Appropriation 

Accounts of the State Government for the year ended 31 March 2006. 

3. The remaining chapters deal with the findings of performance audit 

and audit of transactions in various departments including the Public Works, 

Forest, Health and Family Welfare and Civil Supplies Department, revenue 

receipts, audit of autonomous bodies and departmentally run commercial 

undertakings. 

4. The cases mentioned in the Report are arnong those which came to 

notice in the course of test audit of accounts during the year 2005-06 as well 

as those which had come to notice in earlier years but could not be dealt with 

in previous Reports; matters relating to the period subsequent to 2005-06 

have also been included wherever necessary. 
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OVERVIEW 

This Report contains 43 audit paragraphs (including four general paragraphs), 
four performance reviews and one chapter on Internal Control/Internal Audit 
apart from comments on the Finance and Appropriation Accounts. According 
to existing arrangement, copies of the draft audit paragraphs and draft 
performance reviews are sent to the concerned Secretary to the State 
Government by the Principal Accountant General (Audit) with a request to 
furnish replies within six weeks. The Secretaries are also reminded for replies. 
Besides, the Chief Secretary to the State Government was also requested to 
arrange for discussion of the issues raised in the draft audit paragraphs, draft 
performance reviews, etc., for effective inclusion of the views/comments of 
the Government in the Audit Report. Despite such efforts, no response was 
received in respect of 35 audit paragraphs, two reviews and the chapter on 
Internal Controlnntemal Audit from the concerned Secretary to the State 
Government. 

l t. Finances of the State Government 

The fisca l position of the State as reflected in terms of key parameters viz. 
revenue deficit, fiscal and primary deficit indicates substantial improvement in 
the fiscal position of the State during the year over the previous year. The 
revenue receipts of the State increased from Rs.961.41 crore in 2000-0 I to 
Rs.1849.41 crore in 2005-06. While 14.30 per cent of the revenue receipts 
during 2005-06 have come from the State's own resources, central transfers 
contributed 85. 70 per cent of the total revenue. The improvement in the fiscal 
position during the year was essential ly on account of an increase of Rs.303.43 
crore in central transfers. Both the revenue and capital expenditure of the State 
during 2005-06 have increased by 10.47 per cent and 16.67 per cent 
respectively. The overall fiscal liabilities of the State increased from 
Rs.1777.54 crorc in 2004-05 to Rs.2337.20 crore in 2005-06. The consistent 
increasing fisca l liabilities of the State accompanied with negative quantum 
spread (QS) together with continuous primary deficit resulted in ever 
increasing debt/GSDP ratio and indicates towards vu lnerable debt position of 
the State. The compression of NPRE alongwith raising the buoyancy of 
domestic resources seem to be an inevitable option to address the fiscal 
problem and other development requirements of the State in medium to long 
run. 

(Paragraphs 1.1to1.11) 

2. Allocative priorities and appropriation 

During 2005-06 expenditure of Rs.2,441.89 crore was incurred against total 
grants and appropriation of Rs.2 ,765.30 crore. The net saving of Rs.323.41 
crore was the result of saving of Rs.590.35 crore partly offset by excess of 
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Rs.266.94 crore. The excess requires regularisation under Article 205 of the 
Constitution of India. 

(Paragraph 2.2) 

Supplementary provision made during the year constituted 33 per cent of the 
original provision. Supplementary provision of Rs.16.28 crore made in I 0 
cases proved unnecessary in view of aggregate final saving of Rs.40.31 crore. 

(Paragraphs 2.3.3 a11d 2.3.4(i)) 

Anticipated savings of Rs.228.29 crore under 45 grants/appropriations were 
not surrendered. 

(Paragraph 2.3. 9) 

As of 31 March 2006, 1,632 AC bills for Rs.16.14 crore for the period 
2001-06 were not adjusted for want of DCC bills. 

(Paragraph 2.3.13) 

I 3. Performance reviews 

(i) Food Security, Subsidy and Management of Foodgrains 

Due to FCT not having sufficient stock and consequent short lifting of 2.44 
lakh tonnes foodgrains dunng 2000-01 to 2005-06 for distribution to 
BPL AAY families, 7,44,542 cumulative monthly period of BPL families and 
1,80, 173 cumulative monthly period of AA Y families were deprived of the 
intended benefits of the scheme. 

In 32.140 out of 98,972 cases (32.54 per cent) test checked, it was seen that 
documents relating to identification of beneficiaries under Targeted Public 
Distribution System {TPDS) contained deficiencies as the procedure for 
identification was not strictly followed. 

Due to introduction of the Head Load carnage of Public Distribution System 
(PDS) items, the freight bills reimbursed by the FCI against Hill Transport 
Subsidy (HTS) increased from Rs.4.43 per Kg. in 2001-02 to Rs.32.78 per Kg. 
in 2003-04. 

Excess allotment of foodgrains beyond the prescribed norms led to excess 
claim of HTS amountmg to Rs.29.91 crore. 

Double billing of HTS claim against same release orders Rs.1.85 crore. 

Avoidable excess claim towards road transport charges amounting to Rs.2.87 
crore. 

Due to non-recovery of hire charges from the carriage contractors, the 
Department gave undue financial benefit ofRs.1.12 crore. 

(Paragraph 3.1) 



Overview 

l (ii) Wild life preservation under Centrally Sponsored Scheme 

The MPs of 11 out of 12 Protected Areas (PA) were neither approved by the 
State Government nor submitted to the GOI. 

Due to delay in release of funds by the State Government, in two to nine 
months the PA managers were unable to utilise the full funds leading to 
savings in each year. These savings in turn deprived the PAs of Central 
Assistance (CA) ofRs.4.50 crore. 

The Department unauthorisedly released and utilised Rs. l .19 crore and 
Rs.88.29 Jakh in areas outside the notified Elephant Reserve (ER). 

The Department installed 33 wireless sets including generators which 
remained inoperative leading to unfruitful expenditure of Rs.66.33 lakh. 

In three P As, Rs.66.26 lakh was spent in 13 cases where the works were 
neither executed nor the material received. 

Failure to declare 10 Km area around the PAs as eco-fragile zone adversely 
affected the wildlife habitats including loss of interest of Rs.46.74 lakh in 
Pakke PT and Eagle nest Wild Life Sanctuary (WLS). 

462 people who encroached into 131 hectares of land in core zone of National 
Project Tiger (NPT) were not evicted. Fine of Rs.4.22 crore though leviable 
was also not levied. 

13670 local tourists with 2070 vehicles entered the NPT without permits and 
without payment of entry fee of Rs.3.44 lakh. Besides, fine of Rs.34.17 crore 
though leviable in these cases was not levied. 

(Paragraph 3.2) 

l (iii) Rural Health Services 

There was irrational and excess establishment of rural health institutions in 
contravention of norms. 

There was idle stock of health care kits worth Rs.41.19 lakh. 

Rupees 27.72 lakh pertaining to rural health care services was diverted to 
urban health services. 

Rupees 25.71 Jakh was paid to a supplier on the basis of fictitious stock entry 
before actual receipt of the medicines. 

(Paragraph 3.3) 

xv 
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I (iv) North Eastern Council (NEC) funded road sector projects 

There was a discrepancy of Rs.0.58 crore as on 31 March 2006 between 
unspent balance as per the Departmental records (Rs.8.54 crore) and that 
reported by NEC (Rs.9. 12 crore). 

Rupees 3.98 crore was diverted towards other works. 

Enhancement of rates on construction of culverts and retaining wall without 
any specific reasons resu lted in ex tra expenditure of Rs.20.60 lakh. 

Substandard execution of works resulted in unfruitful expenditure of Rs.1 6.42 
crorc. 

Excess utilisation of material/awarding of higher rates for construction of a 
bridge resulted in an extra expenditure of Rs.34.86 lakh. 

Continuation of road works even after deciding on handing over the road to 
Border Roads Organisation, resulted in irregular/unauthorised expenditure of 
Rs.6. 73 crore. 

Projects were not properly monitored or inspected by any authority other than 
executing authority. Success of the scheme in the State was also not evaluated. 

(Paragraph 3.4) 

I 4. Audit of transactions 

I (i) Loss of interest 

The Department fai led to recover interest on mobilisation advance in terms of 
the agreement resulting in loss of interest of Rs.31.86 lakh. 

(Paragraph 4.1) 

(ii) Misappropriation of Government money 

Drawal and retention of Go\iemment money without procuring the material 
led to misappropriation of Rs.28.4 l lakh. 

(Paragraph 4.2) 

I (iii) Loss to Government 

There were shortages of sports material worth Rs.9.95 lakh and damage of 
materials worth Rs.O. 73 lakh resulting in loss of Rs. I 0.68 lakh to the 
Government. 

(Paragraph 4.3) 

X\l 
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(iv) lnfructuous expenditure in production of documentary films on 
tourism 

Advance payment of Rs.18.74 lakh to a firm without any work 
order/agreement stipulating terms and conditions rendered the amount 
infructuous. 

(Paragraph 4.4) 

(v) Unfruitful investment in production of video films on cultivation of 
crops 

Documentary films on cultivation of crops, produced at a cost of Rs. I 0.20 
lakh, were lying idle for want of action on the part of the Department for their 
telecast on Doordarshan Kendra, thereby frustrating the objective of their 
production. 

(Paragraph 4.5) 

I (vi) Unproductive expenditure in construction of cold storage 

Failure of the Department to utilise the cold storage, led to unproductive 
expenditure ofRs.1.10 crore. 

(Paragraph 4. 6) 

I (vii) Avoidable expenditure 

The Department incurred avoidable expenditure of Rs. I 0.02 lakh due to 
payment of headload at enhanced rate due to delay in allocation of Superior 
Kerosene Oil (SKO) quota. 

(Paragraph 4. 7) 

I (viii) Avoidable expenditure 

The Division incurred an avoidable expenditure of Rs.1 8.25 lakh for collection 
and carrying of boulders. 

(Paragraph 4. 8) 

I (ix) Unfruitful expenditure 

The Division incurred unfruitful expenditure of Rs. l .31 crore including an 
unauthorised expenditure of Rs.45.87 lakh on the scheme "Improvement of 
water supp ly at Seppa Township" which remained incomplete even after seven 
years of its stipulated date of completion. 

(Paragraph 4. 9) 

xvii 
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l (x) Lnfruitful expenditure 

The Division incurred unfruitful expenditure ofRs.1.76 crore including loss of 
Rs.7.39 lakh towards the construction of R.C.C. Bridge over river Berrang 
alongwith flood protection works. 

(Paragraph 4.10) 

(xi) Unproductive expenditure on construction of Tourist Lodge 

Due to inabi lity of the Department in utilising the tourist lodge constructed at 
Zemithang in Tawang District, the expenditure of Rs.50 lakh remained 
unproductive for a period of over three years. 

(Paragraph 4.11) 

l (xii) Extra expenditure 

The Department incurred extra expenditure of Rs.6.61 crore due to allowance 
of higher rate of carriage by headload. 

(Paragraph 4.12) 

I (xiii) Extra expenditure due to adoption of higher rates 

The Division incurred an extra expenditure of Rs.13.29 Jakh due to adoption 
of inflated rates. 

(Paragraph 4.13) 

5. Internal control/internal audit system in Arunachal Pradesh 

Internal control is an integral process by which an organisation governs its 
activities to effectively achieve its objectives. An evaluation of the Internal 
Controls and Internal Audit System in the Honiculture Department revealed 
weakness in the internal controls in vogue in the Department, non-compliance 
with the rules in the areas of financial control, expenditure control, 
procurement control, organisational control, operational controls. 
Arrangements for internal audit too were inadequate. 

(Paragraph 5.1) 

I 6. Revenue receipts 

I (i) Loss of revenue 

Penalty of Rs.12.53 crore was not levied on 785 offenders for unauthorised 
occupation of 2824. 7812 hectares of land m reserve forest. 

(Paragraph 6.2) 

xv11i 
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Faulty agreement. fai lure to detect concealment in number of blazes and delay 
in finalisation of working plan led to loss of revenue ofRs.83.68 lakh. 

(Paragraph 6. 5) 

Failure of the Excise Department to realise licence fee and penalty before 
cancellation of two licences resulted in loss of revenue of Rs.8.45 lakh. 

(Paragraph 6. 7) 

A non registered dealer imported taxable goods of Rs.37.69 lakh by irregularly 
procuring and utilising one declaration in forrn 'C' which Jed to loss of 
revenue of Rs.11.30 lakh. 

(Paragraph 6.18) 

I (ii) Non/Short realisation of tax/royalty/revenue 

Geology and Mining Department failed to initiate action against a Jessee 
resulting in non realisation of royalty and additional royalty ofRs.1.91 crore. 

(Paragraphs 6.8 & 6.9) 

Undue financial benefit ensured to a Jessee by incorporating lower rate of 
royalty in the agreement led to short realisation of royalty ofRs.3.64 crore. 

(Paragraph 6.10) 

Erroneous allotment of 5.17 lakh sq m of land to NEEPCO led to non 
realisation of revenue of Rs.67.25 lakh and recurring loss of revenue of 
Rs.10.35 lakh every year. 

(Paragraph 6.11) 

I (iii) Evasion of tax 

Two registered dealers concealed taxable turnover of Rs.2.0 l crore and evaded 
tax ofRs.48.03 lakh including penalty. 

(Paragraphs 6.12 & 6.16) 

A non registered dealer executed works contract valued at Rs. l .33 crore and 
evaded tax ofRs.5.30 lakh. 

(Paragraph 6.19) 

Three dealers sold cement valued at Rs.3.29 crore but disclosed turnover of 
Rs.1.81 crore and evaded tax ofRs.27.48 lakh and penalty. 

(Paragraph 6.22) 

XIX 
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l (iv) Underassessment of tax 

Underassessment of tax ofRs.5.25 lakh due to mistake in computation. 

(Paragraph 6.14) 

Underassessment of tax of Rs. 17.63 lakh due to grant of inadmissible 
deduction of Rs.2.07 crore from taxab le turnover. 

(Paragraphs 6.15 & 6.1 7) 

7. Government commercial and trading activities 

(i) Extending undue favour to a consumer 

Undue favour to a consumer through non observance of the provisions of the 
power purchase agreement and consequent short/non-billing of energy vaJued 
at Rs.3.12 crore and surcharge ofRs.0.74 crore. 

(Paragraph 7.2) 

l (ii) Unfruitful expenditure 

Unfruitful expenditure of Rs. 1.29 crore was incurred by Power Department 
due to faulty execution of a project besides forgoing revenue amounting to 
Rs. 1.12 crore. 

(Paragraph 7.3) 

I (iii) Avoidable loss 

on-execution of agreement and non-collection of security deposit resulted in 
an avoidab le loss of Rs.13.98 lakh to Arunachal Pradesh Forest Corporation 
Limited. 

(Paragraph 7.4) 
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The bulk ofthe total receipts of the State during 2005-06 were contributed by 
revenue receipts (46.33 per cent) followed by Public Account receipts (35.70 
per cent). The overall revenue receipts increased from Rs.1501.84 crore in 
2004-05 to Rs.1849.41 crore (23.14 per cen.t) in 2005-06. The total 
disbursements of the State during the year consists of revenue expenditure 
(44.50 per cent) followed by Public Account disbursements (37.04 per cent) 
and repayment of public debt (6.69 per cent). The revenue expenditure ofthe 
State grewby 10.47 per cent and increased fr~m Rs.1509.64 crore in 2004-05 
to 1667.65 crore in2005-06. The closing cash balance of the current year 
(Rs.14.39 crore) significantly improved from a negative balance of Rs.229.62 
crore mainly due to reduction in the- miilus balance under "deposit with 
Reserve Barik and other banks" by Rs.139.08 crore and increase in cash in 
treasuries and remittances by Rs.19:63 crore. There was also an increase in 
investment of earmarked funds by Rs.12.00 crore. · 

. . -

1.1.2 Fisca1 Responsibiliry and Budget Management (FRBM) Act, 2006. 

·-The State Government enacted (March 2006) the Arunachal Pradesh Fiscal 
Responsibility (APFR) Act, 2006 to ensure prudence in fiscal management 
and fiscal stability by progressive elimination of revenue deficit, reduction in 
fiscal deficit, prudent debt management consistent with fiscal sustainability, 
greater fiscal transparency in fiscal operations of the Government and conduct 
of fiscal policy in a medium term framework. The Act set the following fiscal 
targets for the State Government: 

> - reduce revenue deficit to nil·· within a period of four financial years 
beginning from 1st April 2005;. 

reduce revenue deficit as a percentage of Gross State Domestic Product 
(GSDP) in each of the financial years beginning from 1st April 2005; 

reduce fiscal deficit to not more -than three per cent of the estimated 
GSDP within a period of five financial years beginning from 1st April 
2005. 

1.1.3 Fiscal Policy Statement(s) 2005...,06 

As prescribed in the -Act, ·the State Government has. to lay before the 
Legislature, the Medium Term FiscaLPlan along with the annual budget. As 
the APFR Act was enacted in March 2006, the State Governme1it.had not laid 
any such plan in the Legislatu~e during 2005-06 ai~d 2006-07 budgets. 

1.1.4 Roadmap to Achieve the Fiscal Targets as laid do-wn in APFR 
Act/Rules 

In pursuance of the re·coinmendations of the· Twelfth Finance Commission 
(TFC), the State Government enacted the APFR Act in March 2006 and also 
drawn its own Fiscal Correction Path (FCP) indicating the milestones of 
outcome indicators with target dat({s of implementation during the period from 
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i.ncreased from Rs.1890.68 crore in 2004-05 to Rs.2108.94 crore in 2005..:06. 
The State had a. revenue surplus of Rs.181. 7 6 crore_ and fiscal and primary 
deficit ofRs.256.71 crore and Rs.100.26 crore;respectively during2005-06. -

. Audit -observations oh the Statements of Finance Accounts for the year 
2005-06 bring out the trends in major fiscal aggregates of receipts and 
expenditure and wherever necessary, analyse them in the light of time series . 
data (Appendix - II to V) and periodic comparisons. Major fiscal aggregates 
like tax and non-tax revenue~ revenue and capital expenditure, internal and 
external debt, and revenue and fiscal deficits have been presented as 
percentage to the GSDP at current market prices. The new GSDP series with 
1993-94 ·as base as published by the D_irector _of Economics and Statistics of 
the State Government has been used. For tax revenues,. non-tax -revenues, 
revenue expenditure etc, b_lloyancy projections.have alSo been provided for a 
further estimation of the range of fluctuations · with reference to the base 
represented by GSDP. The key indicators adopt~d for the purpose are 
(i) resources by volume and sources, (ii)· application of resources~ (iii) assets 
and liabilities and (iv) management of deficits: Audit observations also take 
into account the cumulative impact of resource mobilisation efforts, debt 
servicing and corrective fiscal measures. The overall·financial perforrnanceof 
the State Government as -a body corporate has _been presented by the 
application of a set of ratios commonly adopted for the relational-. 
interpretation of fiscal aggregates. In addition,' selected indic_ators of financial -
performance of the Government are also listed in this section; some of the 
terms used in this context are explained in AppendiX 1.1-Part C: 

1.4.1 Resources by Volumes and Sources 

Resources of the State Government consist of revenue receipts and capital 
receipts. Revenue receipts comprise tax revenues, non-tax revenues, State's 
share of Union taxes and duties and grants-in-aid from the Government_ of 
India (GOI). Capital receipts comprise miscellaneous capital receipts such as 
proceeds from disinvestments, recoveries of loans and advances, debt receipts 
from internal sources (market loans, ._ borrowings from financial 
institutions/commercial banks) and Joans and advances from GOI as well a'.s 
accruals from the Public Account. Table 1.3 shows that the total receipts of 
the State Government for the year 2005-06 were Rs.3991.42 crore. Of these, 
revenue receipts were Rs.1849.41 crore, constituting 46.33 per cent of -the 
total receipts._ The balance came from borrowings and receipts from Public 
Account. ·· 
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Table 1.3: State Resources 
(Rupees in crore) 

I. Revenue Receipb 1849.41 

II. Capital Receipts 716.89 

Recovery of Loans and Advances 2.82 

Pubhc Debt Receipts 714.07 

Mm:dlaneous Capital Receipts -
III. Contingency Fund Receipts -
IV. Public Account Receipts 1425.12 

(a) Small Savings, Provident Fund etc. 129.45 

(h) Reserve Fund 16.92 

(c) Deposits and Advances 147.08 

(d) Suspense and Miscellaneous 51.06 

(e) Remittances 1080.61 

Total Receipts* 3991.42 

• Exc/11di11g the opening cash balance of(-) Rs.229 62 crore. 

Out of the total receipts under Public Account, remittances constitute about 76 
per cent. While 89 per cent (Rs.958.85 crore) of the remittances have come 
from Public Works remittances, Forest remittances constituted 8 per cent 
(Rs.86.37 crore). Public Works remittances mainly consisted of secunty 
deposit and earnest money deposits from contractors. 

1.4.2 Reve11ue Receipts 

Statement-11 of the Finance Accounts details the revenue receipts of the 
Government. The revenue receipts of the State comprise mainly its own tax 
and non-tax revenues, Central tax transfers and grants-in-aid from GOI. 
Overall revenue receipts, their annual rate of growth, ratio of these receipts to 
the GSDP and its buoyancy are indicated in Table 1.4. 

Table 1.4: Revenue Receipts-Basic Parameters 
(Rupees in crore' 

2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 

Revenue Receipts (RR) 961.4 l 1085.30 1108.29 1576.36 1501.84 184941 

20.63 30.89 37.26 43.73 50.11 62.09 
Own Taxes (2.1 5) (2.85) (3.36) (2.77) (3.34) (3. 36) 

63.65 70.91 76.30 120.57 170.20 202.36 
[Non-Tax Revenue (6.62) (6.53) (6.88) (7.65) (11.33) (10.94) 

115.67 90.93 121.68 160.60 191.95 272.15 
Central Tax Transfers (12.03) (8.38) (10.98) ( 10.19) (12.78} ( 14.72) 

761.46 892.57 873.0.5 1251.46 1089.58 1312.8 1 

Grants-in-aid (79.20) (82.24} (78.77) (79.39) (72.55) (70.99) 

Rate of growth of RR (per ce/11) (-)4.71 12.89 2. 12 42.23 (-)4.73 23 .14 
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Year 

2000-01 

2001-02 

2002-03 

2003-04 

2004-05 

2005-06 

Chapter I - Finances of the State Government 

was sharp increase in non-plan grants from Rs.299.64 crore in 2004-05 to 
Rs.388.50 crore in 2005-06 inclusive of Rs.271.84 crore for meeting the non
plan revenue deficit as recommended by the TFC. 

272.15 

Revenue Receipts for 2005-06 

(Rupees in crore) 

202.36 62.09 

• Own Tax • Non-Tax 
D Central Tax Transfers D Gran ts-in-aid 

1.4.3 Sources of Receipts 

The source of receipts under different beads as well as GSDP during 2000-06 
is indicated in Table 1.5. 

Table 1.5: Sources of Receipts: Trends 
(R ) u 1>ees m crore 

Revenue Capital Receipts Total Gross 
Receipts Non-Debt Debt Contingency Accruals Receipts State 

Receipts Receipts Fund Receipts in Public Domestic 

Account Product 

961.41 1.60 11 6.14 ... 875.54 1954.69 1783.44 

1085.30 1.86 139.99 ... 947.58 2174.73 1941.78 

1108.29 2.24 143.08 ... 1513.88 2767.49 1962.65 

1576.36 2.35 305.98 .. . 958.09 2842.78 2262.29 

1501.84 2.61 215.30 ... 1208.86 2928.61 2458.20 

1849.41 2.82 714.07 .. . 1425.12 3991.42 2665.67 

Revenue receipts increased from Rs.961.41 crore in 2000-01 to Rs.1849.41 
crore in 2005-06. The non-debt receipts and debt receipts during the last six 
year period 2000-06 indicated inter year variations. The debt receipts 
increased from Rs.215.30 crore in 2004-05 to Rs.714.07 crore in 2005-06 on 
account of receipts of more loans and advances/overdrafts from the 
GO I/Reserve Bank of India (RBI). 
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1.5.1 Growth of expenditure 

Statement-12 of the Finance Accounts depicts the detailed revenue 
expenditure by minor heads and capital expenditure by major heads. States 

. raise resources to perform their s9vereign functions, maintain their existing 
nature of delivery of social and economic services, to extend the network of 
these services through capital expenditure and investments and to discharge 
their debt service obligations. The total expenditure of the State increased 
from Rs.1246.61 crore in 2000-01 to Rs.2108.94 crore in 2005-06. Total 
expenditure, its annual growth rate and ratio of expenditure to the State GSDP 
and to revenue receipts and its buoyancy with respect to GSDP and revenue 
receipts are indicated in Tablel.6. 

Tablle 1.6: Total Expellllditmre-Bask JParameters 
(Total expenditure in Rupees in crore and otheirs in per cent) 

~:t,:tx····.. .. .. :>L : .. )9oo~iff'.t· .. ; .. ')09:i~o2 :2002~03 .... ) '' .. ioo3-o4; .. ~~~~~:o.s: .... :wos~o6 
Total Expenditure (TE)<•l 
(Rupees in crore) 1246.61 1"335.96 1324.41 1828.75 1890.68 2108.94 

~at~· of(}rowth (per cent) ·.·. 

TE/GSDP ratio (per cent) 69.90 68.80 67.48 80.84 76.91 79.11 

AAtrE ratio (per cent) 37;()9 

Buoyancy of Total Expenditure with reference to: 

CJ.SDP(ratio)' .··· : .. <;n424 0.801 
.. . 

2:494 (9:391 
,' 

1.367 ' . (-)0:'804 -··'· .. . . · . " .•'-. 

RR (ratio) (-)2.851 0.556 (-)0.408 0.902 (-)0.71 0.499 

(a) Total expenditure includes revenue expenditure, capital expenditure and loans and advances. 

. . . 

The total expenditure of the State has increased from Rs.1246.61 crore in 
2000-01 to Rs.1890.68 crore in 2005-06. The rate of growth of total 
expenditure during 2005-06 was 11.54 per cent against 3.39 per cent during 
the preceding year. In relative terms, the capital and revenue expenditure 
components have increased by 65.60 per cent and 70.23 per cent respectively 
during 2000-06. However, in absolute terms, increases were of the order of 
E..s.173.36 crore in capital expenditure and Rs.688.03 crore in revenue account 
during 2005-06 relative to 2000-01. 

1.5.2 Trends in Total expenditure by Activities 

In terms. of the activities, total expenditure could be considered as being 
composed ·of expenditure on general services including ·interest payments, 
social and economic services, grants-in-aid and loans and advances. Relative 
share of these eomponents in total expenditure is indicated in Table 1. 7. 
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The revenue expenditure of the State increased from Rs.979.62 crore in 2000-
01. to Rs.1667.65 crore.in 2005-06. The increase ofRs.158.01 crore (10.47 per 
ce.nt) in revenue expenditure during 2005-06 over that of 2004-05 was due to 

. . - - . 

the increase of Rs;98.42 crore (20.81 per cent) in. social services and Rs.59.92 
crore (10.94 per ce11t) in economic services. The increase in capital 
expenditure by Rs.62.54 crore during 2005-06 as eoinpared to the previous 
year was due to increase of Rs.1.54 crore(l 0.60 per cent) in general services, 
Rs~18.32 crore (25.48 per cent))n social services and Rs.42.68 crore (14.79 
per cent) irt economiC services. Out of the total revenue expenditure of 
Rs.1667.65 crore, non"'plan revenue expenditure was Rs.943.98 crore (56.61: 
per cent) whereas plan revenue expenditure was Rs.723.67 crore (43.39 per 

. cent). The NPRE increased froin Rs.930.62 crore .in 2004-05 to Rs~943.98 .. 
crore (1.44 per cent) in 2005-06. Although the growth rate of NPRE remaim# 
static during the years 2004'.'05 and2005:-06 under education, sports, arts and 
culture; health and family welfare; growth rate· in agriculture and allied 
activities, transport, communication, irrigation decreased during 2005-66.:The 
PRE increased from Rs.579.02 crofo in 2004-05 to Rs.723.67 crore {24.98 per 
cent) in 2005-06. The increase in plan. expenditure ·was due to the increase in. · 
PRE under education, sports, art and culture (RsJ.15 ·cfore); water supply, 
sanitation, housing and urqan development {Rs.27.41 crore); social welfare· 
and nutrition (Rs~64.28 crore ); ~gricultute and allied activities (Rs.40.95 crore) · 
and irrigation and flood control (Rs.10.42 crore ). The buoyancy ratio of 
revenue expenditure with GS.DP decreased from 1.802 in2000..:01 to1.240in 
2005-06 with large inter-year variations. · 

1.5.4 Committed Expenditure. 

Expencllfituue on Safari es .ailllld Wages 

Table 1.9: Expendituue oim safaries 

* . Plan Head also i,;cludes the salaries and wages paid under ce~trall;: sp;nsoredschemes. 
- - - . . 

Salaries accounted for21.59per cent of GSDP and 31.11 per cent of revenue 
receipts in the State during 2005-06. · The. salary expenditure under non-'plan 
ii1creased by 4.69 per cent over the previous year.•. Expenditure of Rs.575.43 

· crore on salaries during 2005~06 was less qy R,~38.57 crore (6.28 per cent) 
than assessed (Rs.614 crore) by the State Government in its PCP. While the· .. 
Iionn stipulated by the TFC was thaf the. total salary bill relative to revenue 
expenditure, net of interest payments ·and pensions .Should riot exceed 35per< 
c~nt, the share bf salary bill in the State is. estimated to be 40 per cent 
requiring .attention .c)f the Govermrieht to move towards the norm prescribed 
byTFC. . 
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l?,ension Paymellllts 

Table 1.10: Expe1rndit1uure on JPensfons 

Sources: Information furnished by AG (A&E) .·· 

Pension payments l~ave increased from Rs.47.50 crore in2000-01 to Rs.70.75 
crore in 2005-06 ( 48.95 per · cent). ·.·.Pension payments during 2005-06 
constituted· 3 ·per cent of GSDP and 4 per cent. of revenue receipts. Pension 
payment during 2005-06 have increased marginally by Rs.0.41 crore relative 
Jo 2004-05.However; it was Rs:0.34 9rore less as compared to the FCP for the 
year 2005-06. 

Jiniterest paymel!Ilts 

Interest payments, their ratio to revenue receipts and revenue expenditure 
during the period 2000-06 are detailed in Table 1.11. 

Tab!e ]_.]_]_: .. Interest paiymellll ts 

Inte~est payments increased by 29.64 per· cent from. Rs.·120.68 crore in 
2000-01 to Rs.156.45 crore ill' 2005-06 primarily due. to ever increasing 
borrowings. The interest payments ditring 2005~06 . were on internal . debt 
(Rs.45.75 crqre), loans received from the Central Government (Rs.71.67 

. crore) and small savings, provident fund, etc. (Rs.36.99 crore) ... 
. . . . 

The ·majorsources of borrowings of the State Government were(i) Loans from 
the Centre, (ii) Lo~ns from Market, {iii} Loans from Banks and Financial 
institutions and.(iv)Loans from Small Savings and'Provident Fund. 

11. 
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Audit report for the vear ended 31 March 2006 

<Rupees in crore) 

2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 

Capital E>.penditure 0.74 6.17 1.32 13.43 5.83 15.98 

Tota l 45.16 69.83 55.54 109.37 72.90 146.87 

Total (Social Services) 

Revenue Expenditure 298.60 342.50 327.76 433.28 472.67 571.05 

0)1 .. ii 

(a) Sala~· & Wage Co111po11enf NA 172.50 177 54 197 59 205.53 220.71 

tbl .\011-Salary & Wuge component N <\ 170.00 150.22 235.o9 267.14 350.34 

Capital Expenditure 42.89 51.61 38.64 57.59 71.89 90.21 

Grand Total 341.49 3'>4.11 366.40 490.87 544.56 661.26 

The expenditure on social services increased from Rs.341.49 crore in 2000-01 
to Rs.661.26 crore in 2005-06 and it constituted 31.41 per cent of the total 
revenue and capital expenditure (Rs.2105.26 crore) during 2005-06. 
Expenditure on education, health services and drinking water and sanitation 
facilities etc., comprised 78 per cent of the total social sector expenditure 
during 2005-06. 

The trend in revenue and capital expenditure on social services during the 
period 2000-06 reveals that the share of capital expenditure remamed within 
the range of 10.57 to 13.64 per cent which indicates that revenue expenditure 
constituted a dominant share of the total expenditure incurred on social 
services. Within the revenue expenditure, salary and wage component and 
non-salary component constituted 38.65 per cent and 61.35 per cent 
respectively during the period 2005-06. 

As regards the priority sectors of education and health services, though the 
expenditure (revenue and capital) under general education during 2005-06 
increased by 7.36 per cent from Rs.223.92 crore in 2004-05 to Rs.240.41 crore 
in 2005-06, expenditure under health sector declined by 19.23 per cent 
indicating a deterioration in provision of health services. 

1.6.3 Expe11diture 011 Eco11omic Services 

The expenditure on economic services includes all such expenditures as to 
promote directly or indirectly, productive capacity within the State's economy. 
The expenditure on economic services (Rs.939.20 crore) accounted for 44.61 
per cent of the total expenditure (Table 1.15). Of this, agriculture and allied 
activities, irrigation and flood control, energy and transport consumed nearly 
71.47 per cent of the expenditure. 

Table 1.15: Expenditure on Economic Services 
(Ru pees in crore) 

2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 

Agriculture, Allied Activities 

ReHnue Ell.penditure 141.76 144.50 135.83 208.40 179.55 204.44 

Of which 

(a) Sahr; & IVaJ?t' Compo11cnt NA 67.58 71.83 78.86 85.77 90.31 

(b} Non-Salary & ~YaJ?e compo11e11t NA 76.92 64.00 129.54 93.78 114.13 

Capita l Expenditure J.IS 5.69 S.18 o.40 4.84 22.55 
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Chapter I - Finances of the State Government 
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the year 2006-Q7. · The status of rendering of accounts to audit, issuance of 
Separate Audit Report and its placement in the Legislature is indicated below: 

North Eastern Regional 
Institute of Science and 
Technology2 

(NERIST), Nirjuli 

2005-06 

Tabie: 1.17 

2005-06 2004-05 

1.6.8 Misappropriations, losses, defalcations, etc 

Upto 2001-02. Information 
regarding placement of Report 
for the years 2002-03, 2003-04 
and 2004-05 are awaited from 
the Ministry 

State Government reported 38 cases of misapprop1iation, defalcation, etc 
involving Government money amounting-to Rs.896.13 crore upto the. period 
June 2006 on which final action was pending. The department-wise break up 
of pending cases is given in Appellldix ~ VI. 

In Government accounting system, comprehensive accounting of fixed assets 
like land and buildings owned by the Government is not ·done. However, 
Government accollnts do capture the financial liabilities of the Government 
and the assets created out of the expenditure incurred. Appendix - II gives an 
abstract of such liabilities and the assets· as on 31 March 2006, compared with 
the corresponding position as on 31 March 2005. While the liabilities in this 
appendix consist maitlly of internal borrowings, loans and advances from the 
GOI, receipts from the public account and reserve funds, the assets comprise 

. mainly capital outlay and loans and advances given by the State Government 
and cash balances. _Appendix - V depicts the time series data on State 
Government finances for the period 2000-06. 

J. 7.1 Incomplete projects 

As per information contained in Appendix II of Finance Accounts, the State 
Government incurred Rs.26.64 crore as of 31 March 2006 on 345 incomplete 
projects. The projects remained incomplete for paucity of funds. 

1. 7.2 Investments 'tnd.retums 

As of 31 March 2006, Government had invested Rs.27.77 crore in Statutory 
Cori>orations, Rural Banks, Joint Stock Companies and Co-operatives 
(Table 1.18). The return on this investment was nil in the last three years while 

2 
Audit of Institution has been entrusted to Comptroller and Auditor .General of India from 2002-03 
to 2006-07. 
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Year 

2000-01 

2001-02 

2002-03 

2003-04 

2004-05 

2005-06 

Audit report for the year ended 31 March 2006 

the Government paid interest at the average rate of 7.60 to 14.01 per cent on 
its borrowings during 2000-06. 

Table 1.1 8: Return on Investment 

lnHstment at the 
Return Percentage of Average rate of interest on Difference between 

end of the ~ear return go,·ernment borrowing interest rate and return 

(Rupees in crore) (per ce11t) 

12.71 0.0001 0.00 14.01 14.01 

15.24 0.0034 0.02 10.68 10.66 

16.08 0.0028 0.02 10.81 10.79 

1613 0 ()() 0.00 10.32 10.32 

16.23 0.00 0.00 8.90 8.90 

27 77 0.00 0.00 7.60 7.60 

The increase in investment during 2005-06 was due to investment of Rs. l 0.53 
crore in Arunachal Pradesh Co-operative Apex Bank Ltd., during 2005-06. 

1. 7.3 loans and advances by State Government 

In addition to investments in Co-operative societies, Corporations and 
Companies, Government has also been providing loans and advances to many 
of these institutions/organizations. Total outstanding loans and advances as on 
31 March 2006 was Rs.25.47 crore (Table 1.19). Interest received against 
these loans advanced was 1.56 per cent during 2005-06 as against 2.14 per 
cent in previous year. 

During the year 2005-06, loan and advances of Rs.3.68 crore was disbursed to 
various institutions (Rs.2.88 crore) and government servants (Rs.0.80 crore). 
Out of Rs.0.39 crore, interest received from government servants was Rs.0.30 
crore and the balance of Rs.0.09 crore was received from other institutions. 

Table 1.19: Average interest received on loans advanced by the 
State Government 

(Rupees in crore) 

2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 

Opening balance 15.17 16.31 19.35 20.09 21 .25 24.61 

Amoum ad\anced during the }Car 2.74 4.90 2.98 3.50 5.97 3.68 

Amount repaid during the year 1.60 1.86 2 24 2.35 2.61 2.82 

!Closing balance 16.31 19.35 20 09 21.25 24.61 25 47 

INet add1t1on 1.14 3.04 0.74 1.15 3.36 0.86 

Interest reccl\ cd 0.00 0.69 0.33 0.35 0.49 0.39 

Interest rece1\ ed as per cent to 
outstanding Loans & Advances 0 0006 3.87 I 67 1.69 2. 14 I 56 

\\ c1ghted interest rate (per cent) paid 
14.0 1 10.68 10.81 10.32 8.90 7.60 

on borro,~ing b) Stille Government 

Difference bet\\Cen weighted interest 
14 004 6.81 9 13 862 6 76 6 04 

ra1e paid and received (per cent) 
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1. 7.4 Managemelit of cash balances 

It is generally desirable that the State's flow of resources should match its 
expenditure obligations. However, to take care of any temporary mismatches 
in the flow of resources and expenditure obligations, a mechanism of Ways 
and Means Advances (WMA) "'" ordinary and special - from RBI has been put 
in place. The operative limit for Normal Ways and Means Advances is 
reckoned as the three year average of revenue receipts and the operative limit 
for Special Ways and Means Advances is fixed by RBI from time to time 
depending on the holding of Government securities. Ways and Means 
Advances and Overdrafts availed, the number of occasions these were availed 
and interest paid by the State is detailed in Table 1.20. 

Tab Ile L20: Ways and Means andl OveJrdrn:fts of the State 

1.8.1 Fiscal Liabilities -Public Debt and Guarantees 

There are two sets ofliabilities namely, public debt and other liabilities. Public 
debt consists of internal debt of the State and is reported in the Annual 
Financial Statements under the Consolidated Fund - Capital Accounts. It 
includes market loans, special securities issued by RBI and loans and advances 
from the Central Government. The Constitution of India provides that a State 
may borrow, within the territory of India, upon the security of its Consolidated 
Fund, within such limits, as may from time to time, be fixed by the Act of its 
Legislature and give guarantees within such limits as may be fixed. Other 
liabilities, which are a part of public account, include deposits under small 
savings scheme, provident funds and other deposits. 

Table J.21 ·gives the fiscal liabilities of the State, its rate of growth, ratio of 
these liabilities to GSDP, to revenue receipts and to own resources as also the 
buoyancy of fiscal liabilities with respect to these parameters. 

19 



-: -
': ~---

- - ~-. -: 

: ... ·_; : ·>. 

- - .,_ 
'~.· ' 

'_,-o ".I.< 

-·• i dver~H fiscal.· liabi-liti~s_·•_of._ the __ · Sfate-~:in~~eased~·from f~.945.66 crore·_. hi 
-··••200o~bf t6 Rs.2337.20 :crbre.in 2oos~o(r T,lie-~6\vth rate<wa~·.3l.49 per·~?nt· , 

dUfing 26o?:~Q6 ov~(th~'.pr~vioti8: y~·~,:tJJ~·r~~io :offis~alliaJ?llifa~s toGSDP _-_•. · • ·._. -• . 
-•· al~o.,in~reasecl.from i5J.02,per·c~n_t1Il';2000~·01 tq nearly_.8i68 per' cent in - • 

.. · 2ops~06::T~~·se liabi~iti~_s'~t()o_q (ltf.f,6} ti¢¢s,Jh~.r~~enue:~rec_eipts ·<ind~3 7}547 · . ___ . 
' times. of th~ ~tate's _ Bwntes()uices at .the. end: pf2oq5~06. The_:~~cal)iabf!iti~s ·_ 

·. had grown faster than the.State~~; GSDP;.Tlie:pJ1oyal1cy~ofthes~·1iabilities fyith .-: .. 
--·•-_••respect fo GSDP durtng th.e year indicates'tlia~frir each ohe peF·cenfincr~ase, . 
· 'iri GSDP, fisc~l~Iiabillties~gre\VbyJ:73opef'ce~t.·>··: ~-"-' · ·. · · · .· 

:)_._8:2 Status_ ofGl!ar!m·ti~s ..,_ Contingentliahiliti~~:,. · . . ._. . 
.:--~-· >~- .--.- .. ,>~ -~i~ .---:::./_:·~·_.-;- -___ : ,·_-':::_ -~:_;;_·' ___ ~'.-~~-.. :.-:.:~·-'.~-,_:.::_ -_· ~. ~· .. ~-:., -__ :·----- _· ,_:<·: __ - . 
••·Guarantees ate liabilities '.contingegt'onthe Consqlidated:Fund .of the. State. in · 
•-case of default. by the bor_rdwerforwhomthe guarantee:frasbf:en exteni!ed; As· 

. ·.pfa Statetlient~6 of the Finance AcdoUrtts, the rria:Xciinuni'aITiount for whi~h · 
. igu'arantees_were giv.Jn bytJi~- .• State ~nd,()utstatl~irig·;gua;ant~~s·at the end:. bf; 
·· ·Lyeatsil1.ce 2000,,ohsgiveri"fn Ta_b(e:J . .22. · .. · .;\· _ \ · :\r . , : ·~-- ·' -_-

,., ~ .~-· :-.. , ! . ' - • . •. ' .. '·; · . .-J . .', .-. 

._ . }Govetnmen( h~d ·gua~an!ee4. i9_an~3~a~se<l by vario.us·• corp9tatibns and_ ()th~rs,··_ -. 
. which at~the;end of2Q05-06stood atRs:5.56 er.ore which wen~ 1.29_.per cent. 
of -i_evenlie.receipts:_ No ·law .under .A:fticfo 293. of the- constit~tion· had -.h~en. · • 
p<;issed by th~·State I;egislature laying down the riJ:a~irnum limit within' v,vhich 

· .GcJVemmentinay givb guarantees op the -security of the (~onsoliqated F\mg of 

1·.' 

i 



1~,•Vid· fr:.,-0-%.# 1-~-!ii-#-/sp;,,oh ,._;g ·R-- M-4 ·¥.;._#- p--v.s_ 
. Chapter I -::Finances of the State Gov.ernment 

E • ,s.- -&,•f ~---- <tfi ?& · ''"'·5--- •r· "- -----•-H"---za 

the State, The APFRBM Act also did not indicate any limit for the purpose. 
The State. Government· is yet fo. implement the recommendations of the TFC 
bysettirtgup a guarantee redemption fund through earmarked guarantee fees. . 

1. 8.3 Debt Sustainability 

Debt sustainability is defined as the ability to maintain a constant debt-GDP 
ratio over .•a penod of time .. In' simple terms, public debt 1s considered 
sustainable as Jong as the i:ate. of growth of income exceeds the interest rate or 
cost of public borrowings subJect to the condition that the primary balance is 
either positive or zero: Giventhe rate spread (GSJ)P ·growth rate - interest rate) 
and quantum.spread (Debt* rate spread), debt sustainability condition states 

. that if quantum spread together withpr!mary. deficit is zero, debt-GDP ratio 
would oe constant or. sustainable. On the other hand;if PD is gieater than QS, 
debt-GDP ratio would be rising and if PD is less than QS, it would be falling. 
Fiscal liabilities are considered sustainable if the average interest paid on these 
liabilities is lowerthan the rate of growth of GSDP. However, in the case of 
Aninachal Pradesh, th.e average interest rate of fiscal liabilities being 10.39 
per cent, was.more than the average rate of growth of GSDP by 1.76 per cent. 

Table 1.23: Delbt Sustainailbi!Jity-foteirest Rate .aillld GSDP Grnwtlbt 
(Jin er cent) 

The trends in Table 1.23 reveal that· in four out of six years during 2000-06, 
the interest spread was negative. The year 2005~06, however, experienced a 
positive interest spread against a negative figure during previous year mainly 
due to sharp decline in weighted interest rate. during the year, The weighted . 
interest rate declined in the current xear to ].6Q per cent from 8.90 per cent 
during previous year despite increase in the fiscal liabilities due to the fact that 
most of the increase in the fiscal liabilities did not involve any payment of 
interest during the current year. An analysis of the primary deficit vis-a-vis 
quantum spread reveals that their sum turns out to be negative in six years 
during 2000-.06 indicating rising debt-GSDP ratio. and deteriorating debt 
position ofthe state. 

- ; ,. - -

J.s.4 Net Availability of Funds 
. . 

Another important indicator of debt sustainability is the net avaih1bility of · 
.funds .after the payment of the principal on account of earlier contracted 
liabilities and interest . . . 

Table L24 befow gives the position of the receipt, and repayment of internal 
debtand .other fiscal liabilities of the State over the last five years. · 

21 



. . . ~. : - :. : 

. -.:-:·, 

-. - .. ·· ,,· 

.o •• . '. 

I . 

p -

<Taibl~ L24: Net ~vaH~bmfy, of:Qon:~wed Fumd.s : 
-•,. . -: ·'- - _._,·.·· .• -. '• •-.- ... ·. . .. -.;_.• - - - · .. 

. .. ·.~]).ming 2005-06;· theretfund avafiabilifr was 38.74 per cent..as. against t~e 
.·.debt' receipt· ... Rs.104,0.89 .. crore._:.QC>vemment .used Rs'.637:69 .crnre. }:m 
' repayment •or principaf 'and' •interes'f "oti deot~. J\cvailability pf funds un.der . 

. .. . .·•·.iptemal ·debt Increased from·~ Ievel·o.fA'7:4 l'percent'in 200_0'."o lto 72. 85per_ ·- · 
• ' 'cent ill 2005-06. Loans ·and advancesreceived from GOI ·have been increased .· 

· · frontRs.st>-,50'trorejn200o~·o1 ·to\Rs.2Q3:24- ciore in 2005-06 (259,72p~r .. 
· .. ..•... cint); intert;_~i.·on pr~viOus·lO~ns fqrmecLthe'ma}or part_-·o'(repaynwnt of 
· > ·Rs.286.:34 · cidre whicli resulted ih-hegative nefav'ailability offµnds from· loan 

froni GOI iil2005~06c.i ·• ·' :_·,;:· . 
" 

Deficit ·in Goverihnent:accol.LTI.ts ~epre~e~ts· the gap 1Jetweeri.1ts·receipts an~:~ .. · 
·•. 'expe:11diture~, The nature of'aeficit · i~ '-kn 'indicator of the .prudence. oLfis\~al 

lJ1anagewent of the Goveffiment Fl}Ither,. the ways in which the deficlt is 
.. '. financed and 'the' resomces' raisecl are appliecf are •impbrtanf pointers to 'its . 

fiscal ·heaiil}:. The reveinfo'1 db:ticit of ihe s·t~te<!ridicatei -the .excess·: of ·-its 
. revenue exp~n<liture: 6ver its revenue 'fec~i.pts.'' _th€re was revenue ~urpliis ·of. · .· .. ·• . 
RsJ 81. 76 cforein 2095-06 agaillstth~ .iev~nue de{icit of Rs:7~8o'crore iIJ, the · · 

. _previous. year. An in¢rease of23.~f.i:per ce~t(Rs.347.~7 crate}. inr~ve11iie 
I • ;· • ;- • ~-- -· • '- • ·' - •• ·:·. '-". ' -· 1 . '· ,;- •. -·. :_ - ,··. '-/ '.~ . ~ .'·· : .. ''.,·, . ,- ' .. ·.,.' ! ,- ' - ~· 0 • • • ' ·,._ •• 
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Chapter I - Finances of the State Government 

receipts during 2005-06 largely on account of Central transfers relative to 
10.47 per cent (Rs.158.01 crore) in revenue expenditure resulted in an increase 
of revenue surplus during 2005-06. 

Fiscal deficit, which represents the total borrowings of the Government and its 
total resource gap, has indicated an improvement of Rs.129.52 crore during 
the current year. Despite an increase of Rs.62.54 crore in capital expenditure, 
the improvement in fiscal deficit was largely on account of a revenue surplus 
of Rs.1 89 .56 crore during 2005-06 over the previous year. The huge revenue 
surplus during the year has also improved the primary deficit by Rs.139.07 
crore although interest payments have increased only marginally by Rs.9.55 
crore during 2005-06 over the previous year as indicated in Table 1.25. 

Table 1.25: Fiscal Imbalances: Basic Parameters 

Parameten 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 

Revenue deficit/Revenue surplus 
(-) 18.21 (+) 55.75 (+) 76.92 (+) 184.46 (-) 7.80 (+) 181.76 

RD/RS (Rupees m crore)) 

F'scal dt!licit (Rupees in crorc) l-)283.60 (-} 248.80 (-} 123.88 (-) 25tl.04 (-)386.23 (-) 256.~I 

Primary deficit (Rupees in crore) (-} 162.92 (-} 139.81 (-) 88.48 (-) 108.12 (-) 239.33 (-) 100.26 

RD GSDP (per cent) (-) 1.02 ( t-) 2.87 (+) 3 91 (+) 8. 15 (-)0.32 (+) 6.82 

FD/GSDP (per cent) (-) 15.90 (-} 12.81 (-) 10.90 (-) 11.05 (-) 1571 (-) 9.63 

PD GSDP (per tent) (-)9 14 (-}7.20 (-)4.5 1 (-) 4.78 (-) 9.74 (-)3 76 

RD/FD (per cent) 6.42 (-)22.41 (-) 35.96 (-) 73.77 (+) 2.02 (-) 70.80 

[ 1.10 Fiscal ratios 

The finances of a State should be sustainable, flexible and non-vulnerable. 
Table 1.26 below presents a summarised position of Government finances 
over 2000-05, with reference to certain key indicators that help assess the 
adequacy and effectiveness of available resources and their applications, and 
highlights areas of concern and captures its important facts . 

Table 1.26: Indicators of fiscal health (in per cent) 

Fiscal Indicators 2000-01 2001-02 2002--03 2003-04 2004-05 2005-06 

I. Resource Mobillsalion 

Revenue Rcceipt:JGSDP 53 91 55.89 56 47 6968 61 10 69.38 

Revenue Buoyancy (-) 0.499 1.451 1.971 2.766 (-) 0.546 2 742 

IOwn Tax/GSDP 1.16 1.59 190 I 93 2.04 2.32 

II. Expenditure Management 

tT 01al fapend1ture/GSDP 69.90 68.80 67.48 80.84 76.9 1 79.11 

tTotal fapenduure/Revenue Receipts 129.66 123.10 119.50 116.01 125.89 114.03 

Re\enue LxpenditureiTotal Expenditure 78.58 7706 77.87 76 II 79.85 79.07 

ISalary &Wage expenditure on Social and NA 25.99 26.41 22.47 21.71 20 99 
Economic Services/Revenue Expenditure 

Non-Salaiy & Wage ei.pendi1urc on !>o.:1al NA 4 1.25 37 15 46.05 45.9 1 49 70 
iand Lconomic ~crv1c.:slRevenU1: f; \penduurc 

:Capua! Expendllure/Tolal Expenditure 21.19 22.56 21 90 23 69 19 83 20 75 

l'-apHal fapend1ture on Social and Econt>m1c 
1992 2092 20.53 22.87 J<l.06 19.99 

1Scrv1ccsl'J otal Expenditure 
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/fhe ratio of revenue 'receipts to GSJJP·and the l:atio ·of own.taxes fo'·µspP . 
. •:showed. rising frenci tespectively .during 2000~96. -Various. ratios concemi11g ... 

·'expendifu!e indjcate tlie·qu,ality of expenditure ,arid ~ustainability ini:elationto.·-· . 
.resources. Revenue expenciinrre is on the nse over the six year perioa 20QO~Ofi 

-·:and comprises: 79.08(p~r cent of totaLexpenditureiri ·20()5;06 leaving little: 
. 'scope for ·capital formation qiasset criatiop. . . -

· 1 .. . -

. ·:The trends lri>key'fisG~Lp:inuneters - revepue defi,Cit (RP),~1focaf'cfo1icit{fDY . ·· 
· ·:and• _primar:y,deficit(PR)~,inctjq~teµ subst~11E~I.irrtpr6vemeli(in:th;~fi~caL 

. position. of the .State during the )'ear.~>JI6wey'e~,··giYen-'tlie_J~ctjhat .about. ss- ;; 
perce1it_oftheState's revenue rec:eipti\\f'.efe CQii!ributedby._ge~tral ttansfe~s .· 

· 2ompn$ing ~tate's share in Union p·ool;pft~xes-al1d.duti§:s and·~grants:;fo?aid;.·· 
. · ,the . imprcnrement ·in the ·fiscal. positio1Fduring, the;·.xe~ w~s . ~§§~nti(llW·:§p .. · · . 
··. ·accountof an increaseofRs:303.43. crore inCentraltran~fers. This 11ldicates;a ..... · 

- ;,·';;_ 
. :~- --· 

reliance ofth~.State on Central ti;ansf ers· ~cLalio·'.a~ p~sition• to~firds' l11il(i~t 
·. • the ~~forts·.tct :IJnprove the %~oui'c~ 111obi1isaJib~:.cthfo~gh' '¢Cifue~tic ;s~l1r.6~·s > •.. · .. 

•. consisting of tax revenue. and· riO:n-tax' revenue -~·ourc'es>The .col1Si~tentiricrease \::_ • .. ·.· .. 
:,)·· ,· -·. .··. '·. :'··:_·_ :·:·'·1·~ . .:_,. ';····. · ... -~·· .=-.. · ...... ~··.«.:;:-·· .. ~:.:.~-·.·.;;.-:':···>:: .··.-,:_ .···.-.-·_.:-:_., ... :··:·:'.- ,.~. · .... ~ .. -··";.,5-· : •.. ·' 

, in fiscal. liabilities of the Sfate accompalli'ed~bfn~gatiy_e quaritumspread (QS) ···· ... 
: together with; contilluous ·. p~ima.ryc·defi"ci( resulted .. in···.e~er .· increasin'.k 
#ebijGSDPc·ratio ·.and '.indicates to\Vaids vu1n~raW&'qebt'pos_ltfon, of"the State.-·· 

.. The. compre~sipn ofl NPRE.albngwith rnis'ing ~th~·= buoyancy ~of· dqmesfic .·. 
·, resources' seem to be' an inevitable. option fo· address the fis9qf problertl (iild . 
other devefopment requirements. of the-Sfate ~n iI1ecii_iiIT1 fo)ongrun: · 
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CHAPTER-II 

ALLOCATIVE PRIORITIES AND 
APPROPRIATION 

2.1 Introduction 

2.2 Summary of Appropriation Accounts 

2.3 Fulfilment of Allocative Priorities 
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· - -The overaJI.savingo.f-R~,323:4.1 ~rnr~.was the tesiiliof s~vihg•.bf Rs590.35:-• 
..... ; crore> ill' 66rgrahts .@d·-~pp~gpnatiot1s :partl:i qffset·by ~x;cess ,of Rs;266;94·. 

·:.¢rote inl5 gr'apts.andappfopriations. · · · · · ·· - · 
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1- . - " . ' - -.. " p7 - Urba'n,Development , 

·~6 :--- P~wer (Civil)·· ·. , 26.s2··· 

· · Reasons for _savings ~ere not ihtililafod 'by.the· qep~ifmentS.· 
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·:Areas in which ·.Il1aj6f $~wings o2ctirr~d 1rt d1ese. grants' .are give'n in 
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. '(ii} lri . i5 • cases,; net saVings ~ggrega~n~ '~s5 00. 72 crgte eiiC~e~~cl 
·_··.·.Rid ··crore .in each. c~se'and·wer~"aiso more:than .•10.·per pentof.the·tqtal .· 

··provision, asindicated iil..Appendix-V:UIL ... 
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2.3.2 Excess requiring regularisation 

(i) Excess over .· provision relating to previous years reqmrmg 
regularisation: As per Article 205 of the Constitution of India, it is mandatory 

• for a State Govemn1ent to· get the excess ov~r a grant/appropriation regularised 
by the State Legislature; However, the excess expenditure amounting to 
Rs.549.88 crore for the years I986-87 to 2004-05 was yet to be regularised. 
Details are given in AppeJllldix - IX. · .. · 

.(ii) · Excess over provision during 2005-06 requiring regularisation: The 
excess of Rs.266.94 crore urtder I4 ·grants and one appropriation requires 
regularisation under Article 205 of the Constitution(Append.ix -X). 

2.3.3 Original budget and supplementary provisions · 

Supplementary provision made during the year constituted 33 per cent of the 
original provision as against 34 per cent in the previous year. Total 
supplementary grants obtained during the year were Rs.684.36. crore while the 
ultimate total savings amounted to Rs.323.4I crore. 

2.3.4 Unnecessary/excessive/inadequate supplementary provisions 

. (i) . Supplementary provision of Rs.16.28 crore made in 10 cases during 
. the year proved unnecessary in view of the aggregate saving of Rs.40.3 I crore 
·in these cases as detailed in Appendiix - XI. 

(ii) In 37 cases, aga~nst additional requirement of only Rs.363.94 crore, 
supplementary grants/appropriations of Rs.5I5.36 crore were obtained 
resulting in . savings in each case exceeding Rs. I 0 lakh, aggregating 
Rs.I5I.42 crore (Appendix-XII). 

(Hi) In nine cases, supplementary ·provision of Rs.33 .86 crore proved 
insufficient by more than Rs. I 0 lakh each leaving an aggregate uncovered 
excess expenditure ofRs:73.68 crore (Appendix-XIII). 

2.3. 5 Excessive/mmecessary/injudicious re-appropriation of funds 

Re-appropriation is transfer of funds within a grant from one unit of 
appropriation where savings are anticipated to another unit where additional 
funds are needed. In 42 cases, injudicious re-appropriation of funds proved 
excessive or resulted in s~vings of Rs. I 0 lakh and above in each case 
(Appendix - XIV). 

2.3. 6 Expenditure without provision 

As per . the Budget Manual, expenditure should not be incurred on a 
scheme/service without provision of funds therefor. It was however, noticed 
that . expenditure of Rs.201. I2 crore was incurred .in I 1 cases, 
(Appendix · - XV) without .·. any provision in the original estimate/ 
supplementary demand or re-appropriation order. 
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2.3. 7 Un utilised provisiOn of fzmds . · 

In 15 cases, there was no expenditure resulting in non-utilisation of entire 
budget provision of Rs.53.08 crore (Appendix - XVI). Out of these cases, in 
11 cases, the .savings exceeded rup.ees one crore or more. These· instances 
\Vere indicative of ineffective monitoring and control over expenditure. 

2.3.8 Persistent savings/excess · 

In 14 cases, there were persistent savings in excess of Rs. l 0 lakh and 10 per 
cent or more of the provision in each. case (Appendix - XVH). 

The case of persistent excesses requires investigation by the Government for . 
remedial action. 

l.3. 9 Anticipated savings not surrendered 

According to the rules framed by the Govemnient, the spending departments 
are required to surrender the grants/appropriations or portion thereof to the · 
Finance Department as and when savings are anticipated. However, at the 
close of the year 2005-06 there were 45 grants/approp1iations in which large 
savings had not been surrendered by the Department. The amount involved 
was Rs.228.29 crore. In 22 cases,· the aniount of available savings of 
Rs. l crore and above in each case not surrendered, aggregated 
Rs.216.99 crore. This indicated' lack· of financial control arid monitoring 
(Appe1mdiix - XVIU). 

2.3.J() Surrender in excess of actual savings 

In four cases, the amount surrendered was in· excess of actual savings and in .. 
two other cases surrenders were made even though expenditrire was in excess 
of the grant, indicating inadequate budgetary control. As against the savings of 

· Rs.6.82 crore in folJr grants, the· amount surrendered was Rs.6.89 crore, 
resulting in excess surrenderof Rs~7.4J crore.: Further; again~t the excess 
expenditure of Rs.0.71 crore in two grants, the amount surrendered was 
Rs.0.28 crore, which was· injudicious, as the expenditure had exceeded the 
grant and no savings were available for surrender (Appendix - XIX). 

The above instances of budgetary irregularities are being reported every year. 
Had the provisions of Arunachal Praciesh Budget Manual been followed, these 
instances could have been minimised. . 

2.3.11 Rush of expenditure 

The financial rules require that Government expenditure should be evenly 
·· distiibuted throughout the year. Rush of expenditure particularly in the closing .. 

month of the financial 'year is to be regarded as a: breach of financial regularity 
and should be avoided. Contrary to these provisions, in respect of nine heads 
of accounts, while the expenditure during the three quarters ending December 
2005 was between 14 to 23 per cent of the total expenditure, it was highest at 
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49 per cent in the last quarter of the year. Expenditure of Rs.236.11 crore 
constituting 35 per cent of the total expendjture was incurred in March 2006 
inrucating rush of expenditure in March (Appendix - XX). 

2.3.12 U11reco11ciled expenditure 

Financial rules require that the departmental controlling officers (DCOs) 
should periodically reconci le the departmental figures of expenditure with 
those booked by the Accountant General. Seventy-three out of 78 DCOs 
reconciled their figures of expenditure for the year 2005-06 in March 2006. In 
respect of seven heads of accounts involving expenditure of Rs.114.96 crore 
pertaining to 2005-06, no reconciliation was made by seven DCOs. 

2.3.13 Non-adjustme11t of Abstract Co11tillge11t Bill 

Rules provide that drawals through abstract contingent bill (AC bill) require 
presentation of detailed countersigned contingent bills (DCC bills) to the 
controlling officer (CO) and transmission to the Accountant General. A 
certificate is also required to be attached to every AC bill to the effect that 
DCC bills have been submitted to the CO in respect of all one month old AC 
bills (drawn more than a month before the date of that bill). 

Test check (July 2006) of the records of 72 drawing and disbursing officers 
(DDOs) revealed that Rs.16.14 crore were drawn through 1632 AC bills 
during 2001-02 (Rs.29.92 lakh in 147 bills), 2002-03 (Rs.72.16 lakh in 389 
bills), 2003-04 (Rs.1.63 crore in 206 bills) and 2004-05 (Rs. 10.07 crore in 
465 bills) and 2005-06 (Rs. 3.41 crore in 425 bills), but DCC bills against 
these drawals in AC bills had not been furnished to the Accountant General as 
of March 2006 (Appendix - XXI). These drawals remained unadjusted for 
periods ranging from one to four years as of March 2006. 

Thus, due to non-submission of DCC bills, the actual expenditure against 
these drawals remained un-assessed by the Government which indicated 
serious deficiency in control over expenditure. 

The matter was reported to the Government in (November 2006); reply had 
not been received (November 2006). 
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PERFORMANCE REVIEWS 
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projects 
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CHAPTER - III 

PERFORMANCE REVIEWS 

CIVIL SUPPLIES DEPARTMENT 

j 3.1 Food Security, Subsidy and Management of foodgrains 

Highlights 

The main objective of Food Security, Subsidy and Management of 
Foodgraills was to procure foodgrains from farmers at Minimum Support 
Price (MSP), ensure food security in the State by maintaining buffer stock 
of foodgrains and regular supply of foodgraills at reasonable price to 
economically weaker sections of the Society. A review of tlte scheme 
revealed that the identification of beneficiaries was not done properly. 
There was ltuge gap between requirement and lifting of foodgraills wlticlt 
implied that tlte Department failed to follow norms of supply. There was no 
assurance that beneficiaries were receiving tlte right quantity of foodgrains. 
Tlte casual approach of the Department was indicated by tlte total lack of 
supervision and mo11itori11g in the impleme11tatio11 of the programme. 

Due to FCI not having sufficient stock and consequent short lifting of 2.44 
lakh tonnes foodgrains during 2000-01 to 2005-06 for distribution to 
BPL/AAY families, 7,44,542 cumulative monthly period of BPL families 
and 1,80,173 cumulative monthl} period of AA Y families were deprived 
of the intended benefits of the scheme. 

(Paragraph 3.1.8.2) 

In 32,140 out of 98,972 cases (32.54 per cent) test checked, it ""as seen that 
documents relating to identification of beneficiaries under Targeted 
Public Distribution System (TPDS) contained deficiencies as the 
procedure for identification was not strictly folloned. 

(Paragraph 3.1.8.7) 

Due to introduction of the Head Load carriage of Public Distribution 
System (PDS) items, the freight bills rejmburscd by the FCI against Hill 
Transport Subsidy (HTS) increased from Rs.4.43 per Kg. in 2001-02 to 
Rs.32. 78 per Kg. in 2003-04. ______ _ 

(Paragraph 3.1.8.10) 

Excess allotment of foodgrains beyond the prescribed norms leading to 
excess claim of HTS amounting to Rs.29.91 crore. 

(Paragraph 3.1.8.13) 
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Audit report for the year ended 3l·March 2006 
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· tti9:~JJI~.~1111!l1lf!r~~1~:~1~!m:11f[{~ii;mtfi'.~i~t~m;1fif~ir~iMS'~~f~~· 
· · · · · · (Paragraph 3.:L8J5) 

I 

3d.1 Introduaction ·.,.-- . -

- ._ . .- -

. The Goyernment of India's (GOI) 'foOd management strategy involves 
procurement of food grains . from the ... fainiers a( a Minimum Support Price 

.. (MSPk allocation of foodgrains so procured amongst States for distribution to 
the targeted population at subsidised Central Is.sue ·Price (CIP). under Public . 

. Distribution System (PDS) arid Targeted.Public Distribution System (TPDS) 
· through Fair Price Shops (FPS). In order to.make theTPDS more focused and . 
;targeted towards the poon::st of the poor, the GOI launched (December 2000) 
A.ntyodaya Anna Yojana (MY)aimedat reducil1g·hunger among the poorest 
segment of population ,by. prqviding them foodgrairis at a highly subsidised · 
rate. Since the CIP of the foodgrairisls lower than its· Economic Cost (EC), the 
(JOI provides subsidy to t~e agel1ci~s involved i11. execution of the. food 

· ... managemen(strategy. ; .. · · <: · 
·- ...,:. __ . 

. foodgrains management w~s ~ do~e by the Ci:vif . S~pplies Departmynt in· 
)truiiachal Pradesh. The .. Organisatfonal chart oLfhe Department is given 
· below: 

- _.-. 
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Deputy Commissioner 

Chart-3.1 

Secretary, CMil §1u1JpJPilies (C§) 
DepartmeHllt 

.Director (CS) 

Governme111t imomi111ees/wbi0Kesaiers 
(lifting of stock from FC][) 

Fair Price Shops 

3.1.3 . · Audit coverage 

Su b-divisimnal 
Officers 

Foodgrains management in Aninachal Pradesh for the period from2000-01 to 
2005-06 ·was reviewed in August-September .2005 and June 2006 covering 
four out of l5 districts, involving a population of 3,97,770 (36.27 per cent of 
the total population of the State) by a test check of the records of the offices of 
(i) Secretary, Civil Supplies Department, Government of Arunachal Pradesh, 
(ii) Director, CivilSupplies Department (iii) four out of 16 districts4 and (iv) 
12 out of 21 Blocks and 48 out of475 FPSs. 

3.1.4 Audit objectives 

The main: objectives .6f the performance review were to evaluate the 
·effectiveness of the policy of payment for food subsidy and the system of 
foodgrains management to assess how far these have ensured food security in 
the State.-_ 

Towards this goal, thrust was givento the following objectives: 

West Kameng, West Siang, Lower Subansiri and Papumpare. 
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:.,... convergence of foodgrains based schemes and effectiveness of their 
delivery to the target group; and 

effectiveness of distribution arrangements of the State Government to 
ensure that all people have access to foodgrains and that they actually 
get it when needed. 

3.1.5 Audit criteria 

The criteria for assessing the audit objectives were as follows: 

>- guidelines of the Central Government relating to identification of 
beneficiaries; 

>- Central Government norms for payment of hill transport subsidy; 

i' scale of issue of food grains prescribed by the GOI; 

, Government instructions on quality of foodgrains; and 

).- prescribed monitoring mechanism. 

3.1.6 Audit Methodology 

The performance review commenced with an entry conference with the 
Department of Civil Supplies, Arunachal Pradesh in August 2005 in which the 
audit objectives, scope and criteria were discussed. The period covered in 
Audit was 2000-06 for which records of the Department of Civil Supplies, 
Director of Civil Supplies and selected districts were test checked during 
August - September 2005 and June 2006. Data relating to food stuff allotted, 
lifted, and distributed through FPS was analysed and actual issue of foodstuff 
to the beneficiaries by 48 FPS was verified. FPSs were selected in test 
checked districts through circular systematic sampling method. Districts were 
selected based on stratified simple random sampling without replacement 
method and Blocks were selected under simple random sampling without 
replacement method. An exit conference was held in February 2006 with the 
Department of Civil Supplies and replies of the Government have been 
incorporated in the review at appropriate places. 

3.1. 7 Audit findings 

The review revealed failure of the State Government in lifting 2.43 lakh MT 
foodgrains during the period from 2000-01 to 2005-06, identification of 
BPUAA Y beneficiaries in violation of the guidelines issued by the GOI, 
licensing of FPS without any norms, doubtful distribution of PDS 
commodities and undue financial benefits to the carriage contractors etc. 

Audit findings in detail are discussed in the succeeding paragraphs. 
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3.1.8 Implementation. 

3.1.8.1 Retention of Buffer stock of foodgrains · 

Buffer stock of foodgrains is maintained (i) to meet the prescribed minimum 
need for food security of the State and (ii) to meet any emergency situation. 
~rising out ofnatural disasters. 

One 1Ilonth advance allocation of. foodgrains has b~en fixed by the GOI 
· against the requirement of buffer stock in respect of Arunachal Pradesh. 
Scrntiny of records of the Director, Civil Supplies Department revealed that 

.·duringtheyears2000-0l io 2005-06,as against theallotmentof32566 MT of. 
foodgrains as buffer stock, the State Government could lift only 12748.129 
MT foodgrains (36.08per cent), which was far belbw the actual allotment. · 

While accepting the Audit observation, the Government stated (January 2006) 
that short lifting of buffer stock of foodgrains was due to non-availability of 
foodgrains at the designated FCI depots. . . · 

. . 

3;1.8,2 Distribution of foodgrains 

The PDS was evolved as a mechanism for ensuring· availability of foodgrains 
- to the public at affordable prices as well as for ensuring food security for the 

poor. The operational responsibilities of the State include allocation within the . . 

State, identification of families Below Poverty Lirie .(BPL) and poorest among 
BPL, issue of ration cards, .supervision and·monitoring of the functioning of 
FPSs, etc. , . . · · 

. . 

With a view to enable the State. Government to plan timely lifting of .the 
allotted quantities of foodgrains · and to make distribution cost effective, 
monthly allocation of rice and wheat are made to the State for a complete 
financial year~ Under the revised procedure; the State and the Food 
Corporation of India (FCI) have been allowed a validity period of 60 days to 
arrange for lifting ofthe allotted foodgrains. · 

Year-wise allocation and off-take of foodgrains under PDS/TPDS for the 
· period 2000~01 to 2005-06 is indicated b.elo\V: 
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During 2000-01 to 2005-06, there was a short off take of 2,43,895.478 MT 
foodgrains by whole sale nominees which directly contributed to less issue of 
PDS commodities to consumers. The short off take of foodgrains by APL, 
BPL (71510 cumulative families) and AAY (15014 cmnulative families) 
categories ranged from 5.48 to 71.42 per cent, 3.25 to 93.52 per cent and 3.27 
to 97.71 per cent respectively. · 

During the years 2000-01 to 2005-06, though BPL and AAY schemes 
(January, 2002) werein operation, due to FCI not having sufficient stock and 
consequent· short lifting of TPDS commodities by the State, 7 ,44,542 
cumulative monthly periods ofBPL families and 1,80,173 cumulative monthly 
periods of AA Y families in Arunachal Pradesh were deprived of the intended 
benefits of the schemes . 

. The Director, Civil Supplies Department stated (January 2006) that short 
off-take of PDS commodities was due to non availability of stock of PDS 
items at the designated FCI depots, short validity period of lifting of PDS 
commodities, poor quality of foodgrains at FCidepot and financial constraints 
of the wholesale nominees. 

3.1.8.3 Reallocation and lifting of foodgrains by the District Supply 
Officer 

Details of reallocation and lifting of foodgrains from the GOI for the year 
: from 2000-01 ~o 2005-06 by the four District Supply Officers (DSOs) (West 
Siang, West Kameng; Lowe{ SubmJ.siri and Papumpare) are indicated in 

· . Appendices - XX.II and XXIH . 

. It was seen that due to short lifting of PDS commodities, the availability of 
foodgrains was lower than the scale fixed by the. GOI during the years 
2000-01 to 2005-06. The percentage oflifting ofTPDS foodgrains varied from 
73.46 to 87.18 (BPL) and 45.84 to 88.68 per cent (AAY). 

The DSOs (West Siang, West Kameng, Lower Subansiri and Papumpare) 
stated (September 2005} that lapses in lifting of foodgrains under BPL & AA Y 
schemes have occurred due to (i) late receipt of allocation orders from the 
State Government (ii) non-extension of such allocation by FCI and (iii) non
availability of stock at FCI based depots and also due to financial constraints 
of the wholesale nominees. 

Thus due to short· lifting of foodgrains, the BPL & AA Y beneficiaries were 
deprived of subsidised foodgr~ins .. 

3.1.8.4 Diversion of foodgrains allocated to FPS 

Scrutiny of records of the DSO, Lower. Subansiri district revealed that four 
FPS5 dealers had lift.ed 471.39 qtls. of TPDS items (360.89 qtls under BPL, 
104.00 qtls under AAY and 6.50 qtls under Annapurna Anna Yojana) for 

MIS J. Sala,' MISC. Yakap, MIS Green FPS and MIS BDO complex. . 
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distribution to 1866 beneficiaries (1512 BPL, 289 AAY and 65 Annapurna 
Anna Yojana) monthly, but did not issue the same to the beneficiaries. It was 
also noticed that no ration cards were issued to 728 out of 1512 BPL 
beneficiaries. The concerned administrative officers signed the monthly 
returns and reports of all FPS without proper verification. Hence, the actual 

. distribution of allotted rice ( 4 71.39 qtl) to the selected beneficiaries was 
doubtful. 

However, the Deputy Coillmissioner, Lower Subansiri District issued show 
cause notices (July2005) and imposed fine varying from Rs.1,000 to Rs.5,000 
on each FPS dealer. 

The Government confirmed (January 2006) that action had already been 
initiated by the District authority by imposing fine under the relevant control 
orders. But the details of recovery of fines had notbeen intimated (November 
2006). 

3.1.8.5 Doubtful distribution of PDS commodities 

As per the information furnished by the Director, Civil Supplies Department, 
1,04,845.40 MT of foodgrains were required during the year 2001-02 for 
distribution to APL/BPL families through 1,284 FPS in the State at an average 
monthly requirement of foodgrains of 8,737.10 MT. But it was seen from the 
monthly progress report of PDS for .the month of August 2001 submitted 
(September 2001) by the Director of Civil Supplies to the State Government 
for its onward transmission to the GOI that 1,04,716.732 MT6 foodgrains were 
shown as distributed to APL/BPL families through FPS during the month of 
August 2001 alone out of 1,45,863.914 MT of foodgrains shown as distributed 
during the whole year 2001-02. Thus, the exhibition of monthly distribution of 
foodgrains 1,04,716.732 MT (August 2001) in the State seems fictitious and 
doubtful. 

The Government stated (January 2006) that due to oversight, the quantity of 
foodgrains shown to have been distributed is not correct. The reply. is not 
tenable, as the total quantity of foodgrains distributed during the year tallied 
with the monthly progress report for the year 2001-02. 

3.1.8.6 Distribution was not as per prescribed scale 

In June 1997 the GOI streamlined the PDS by issuing special cards to the BPL 
families and making provision for 10 Kg foodgrains per family per month at a 
special subsidised rate upto March 2000 which was subsequently increased to 
20 Kg per month upto July 2001.25 Kg per month upto March 2002 and 35 Kg 
per month since April, 2002 onwards. ~ 

Test .check of records of 48 FPS revealed that in 13 FPS, the foodgrains were 
distributed to the families at a scale varying from. 25 kg to 28 kg per family per 

Rice =APLIBPL-90,632.532 MT+ 3,487.765Mt, Wheat =APL-10,155.101 MT+ 
441.335 MT - . 
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month {against the norm of 35 kg per family per month) during the year 
2004-05 resulting in short supply.· of 304.116 MT of foodgrains to the 
beneficiaries. 

3.J,8. 7 Identification of targeted beneficiaries 

As per the provisions ofPDS (Control) Act 2001, Gram Sabhas should finalise 
the list of beneficiaries belonging to BPL and AA Y categories drawn up by 
the designated · authority in respect of the area under their respective 
jurisdiction. 

·In 32,140 (BPL= 24889, AAY= 7251) out of 98,972 (BPL=68,871, 
AAY=30,101) cases of identified (32.47 per cent) beneficiaries in the test 
checked districts, the process of identification was not in order as the Gram 
Pa:nchayats/Gram Sabhas were not involved in the selection of beneficiaries. 
The basis on which the survey was conducted was neither available on record 
nor stated, except in respect of West Siang district,.where the selection of BPL 
families was done (1997) by the Block Development Officer (BDO). Hence 
subsidised foodgrains going to other than the targeted beneficiaries cannot be 
ruled out. 

Agairi, as per the GOI orders, 11,327 BPL and 4,309 AAY families were 
required to be selected as ·on 1 January 2005 in respect of West Siang and 
West Kam:eng district on the basis of allocation of foodgrains, against which 
13,474 BPL and 3,839 AAY families were selected. Reasons for deviating 
from GOI' s orders were not on record. As such, selection of BPL/ AA Y 
families was not in conformity with the guidelines issued by the GOI. 

The Government while admitting the facts stated '(January 2006) that due to 
the non-existence of Panchayat body till 2003-04, the guidelines for selection 
of beneficiaries were hot followed. 

3.1.8.8 Convergence of foodgrains based schemes for food security 

The GOI had not prescribed any system for linking up the foodgrains issued 
uhder other · foodgrains based schemes with those of TPDS to secure 
convergence of Government efforts in ensuring food security. In the absence 
of such a linkage, the .allocation under PDS is mad(;! by the State Government 
irrespective of the food grains outgo at subsidised rate under other. foodgrains 
based schemes. · 

During audit the following was noticed: 

~ There was no system in the State to monitor the progress of receipt of 
foodgrains by BPL population under Annapurna Anna Y ojana and 
Scheme for SC/ST and the extent of effect of other schemes on lifting 
under PDS was not analysed; 

Although the foodgrains under Annapurna Anna Yojana and Scheme 
for SC/ST hostel were canalised through FPS, yet there was no-
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mechanism to ascertain the . drawal of foodgrains from FPS under 
TPDS by persons ~overed urider either schemes; and· 

~ Inspite of the fact . that various schemes were launched for food 
security, the availability of foodgrains with the targeted beneficiaries in 
the State remained low, as the foodgrains availability under Annapurna 
Ann<iYojana remained around 50 per cent due to non availability of 

· foodgrains w#h FCI during the years 2001-02 to 2004-05. and no 
details aboutlifting against 20,134.89 quintals allotted during 2005-06 
for S.C/ST hostel was available with the State Government. The 
Department alSo failed to lift 17 ,821.15 quintals of foodgrains during 
the years 2003-04 arid 2004,.05 due to less allocation of foodgrain:s by 
the GOI .. 

The Government stated (January 2006). that due to short release of foodgrains 
by the FCI, Annapurna /Anna Yojana could be..implemented only for s.ix 
months in each year and due to late. receipt of allocation of foodgrains and 
.non-release of foodgrains by the FCI, most of the districts failed to lift the 
allotted quantity for welfare schemes. · 

3.L8.9 Subsidy on foodgrains · 
. -

Subsidy on foodgrains. is provid~d_ for meeting the difference betWeen the 
.economic cost of foodgrains (procurement and_han,dling) and the central issue 
price fixedhythe Government for PDS ai1d other welfare schemes . 

. · . ·; :· . ..· . . ' .. 

Transp()rtation of .PDS items from FCI depots to the declared Public 
.Distribution Centre (PDC) and FPS locations is made by selected carriage 
contractors who are appointed by the Deputy Commissioner (DC) of the 
concerned districts. FCI bears the cost of transportation in the form of Hill 
Transport Subsidy (HTS)/Road Transport Charges (RTC) upto ·PDCs of the 
districts. Instructions for payments are given by the FCI to the concerned DCs 
for making payment- to the carriage contractors at the rate fixed by the DCs. 

Scrutiny of fixation of carriage rates, HTS claimed, amount released and 
payments made revealed the following irregularities. 

3. J. 8.10 Increasing trend of transportation cost of foodgrains 

· As per the information furnished by the FCI during th~ period from 2000-01 to 
2004-05, the· Civil Supplies Department lifted the following quantity of 
foodgrains (rice and wheat) and released HTS against the bills claimed for 
transportation of foodgrains. 
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(carriage contractors), payment orders of FCI in individual cases, etc. On this 
being pointed out, the Department could not furnish any .specific replies 

..• (August 2005) . · 

The Government stateg (January 200()} that on the issue of payment of H1'S 
during the period in question, a public interest litigation has been filed in the 
Honourable Guwaliati High Court alleging irregularities in PDS induding 

: payment. of HTS .. However, the Department was siient regarding non
maintenance .of vital records towards payment ofRs:378.84 crore. 

3.}.8.12 . Paymentsmadebythe District Offices 

Scrutiny of records· of the DSO, LoweL Subansiri District revealed that the 
District Office received Rs.1.41 cror:e and Rs.0.88 crore from FCI, North 
Lakhimpur during the years 2000-01 and 2001-02 respectively for~payment of 
HTS to the carriage contractors. The entire amount was paid to the carriage 
contractors through a Saving Bank Account without recording details of 

. pa:Yment in cash book, etc. 

The DSO West Kameng District received a sum of Rs.68.74 lakh from FCI, 
Tezpur during the period from March 2001 to January 2003 for payment of 
HTS to the carriage contractors. The entire amount was disbursed to the 
carriage contractors during the period March 2001 to March 2003. 

However, scrutiny of records revealed thatFCI, Tezpur had released a sum of 
Rs.30.00 lakh (April 2002) as ad:..hoc payment of HTS bills to three co
. operative societies-cum-carriage contractors. · However; the District Offices 
paid only Rs.14.40 lakh (April 2002) to the said co-operative societies and the 
balance Rs.15.30 lakh to a private carriage contractor as HTS in violation of 
. the instructionsof FCI, Tezpur even though no bill was sent to FCI. 

The Government admitted (January 2006) that the district authorities had paid 
Rs.15.30 lakh to a carriage contractor on _the basis of his application. The 
.Department was, however, silent regarding rton..,maintenance of cash book 
·regarding payment of HTS by the Lower Subansiri district authority. 

3.1.8.13 Avoidable excess · claim of HTS due to allocation of 
foodgrains by head loads in excess of norms 

As per norms fixed by the GOI, beneficiaries urider APL; BPL, AA Y ·are 
entitled to foodgrains at the scale of 35 kg of rice/wheat per month per 
beneficiary family during the years 2002-03 to 2003-04. Test check of 40 HTS · 
(headload) bills (West Kameng - 5, West Siang '- 26 and Lower Subansiri ~ 9) 
for the period from February 2003 to March 2005 revealed that the dis!rict 
administration of West Kameng, West Siang and Lower Subansiri districts 
allotted 48972.88 quintals (West Kameng - 6767.50 quintals, West Siang -
33646.48 quintals and Lower Subarisiri ·~. 8558.90 quintals) of rice under the 
PDS scheme to the wholesale nominees for distribution within the respective 
districts, far in excess of the prescribed norms as shown in Appendix - XXIV. 

42 



Chapter III - Pe1fonnance Review 

For the quantity lifted, the districts preferred claim 9fRs.J8.3_2 crore (West 
Kameng-'- Rs.6.52 crore, West Siang - Rs:21.03crore and.Lower Subansiri
Rs.10.77 crore). The excess allotment of foodgrains beyond the prescribed -
norms resulted in excess claim_ofHTS amounting to Rs.29.9t crore {West 
Kamen:g ~ Rs.5.61 ctore, West Siahg :____ Rs~ 14.25 crore and Lower Subansiri -'---- -
Rs.10.05 crore) as detailed inAppendix -XXIV. --

The Government sfated that bills claim were at submission stage only and that 
the bills will undergo review beforeits payment. The reply is not t-enable since 
Rs.378.84.croie was-already paid as HTS by FCI thiough the Directorate and 
Secretariat dl1ring 2001,.02 and 2003--04 and the Department has no records 
regarding the details ofpayees,APR'.s payment orders etc. 

. - . . . 

3.1.8.14 Lack of docume11;~ations relating tolfTS claims 

The genuineness of the claim 'of Rs.33.16 crore- submitted durl~g the period -
2000-0Lto 2003-04 to FCI, North Lakhimpur _by the DSO, West Siang 
District; Along and claims of Rs.6.80 crore submitted during the same period 
to FCI, Tezplir by the DSO, West Kameng District could not- be-vouched in 
audit for want of supporting- documents viz., release order issued by FCI, 
lifting certificates, transport challails, vehicles Registration Books etc, 
acknowledgemenfofreceipt of foodgrains by the FPS etc. 

-The Government stated (January 2006) that all documents were submitted- to 
FCI and not retained in the District offices. The reply indicated lack of proper 
internal control and the possibility oL fraud cannot be ruled out. Further 
payments of HTS for Rs.39.90 crore couldnot be vouchsafed in-audit for want 
of documents. --

3.1.8.15 Double billing of HTS claim against same release orders 
Rs.1.85 crore -

Scrutiny of records revealed that the. DS_Q, Lower Subansiri District preferred 
three HTS claims to FCI, North Lakhimpur for transportation of foodgrains in 
September 2003 for Rs, 1.22 crore, Rs.61.17 lakh and Rs.1.85 crore 
respectively; Cross check of these bills with the release orders issued by FCI 
revealed that one of the bills (Rs.l.85 crore) was raised again resulting in 
double billing against the same release orders.- The Department, however, 
could neither offer any information regarding the status of payment of the 
above mentioned bills from FCI nor initiated--any steps to investigate the 
matter to obviate the scope of double payments. - -
' -· - -

The Goveminent stated (April-2006) that the p~sit-ion will be intimated on 
receipt of information from FCI district office. - -
- -- - ' - ,- -

_-3.1. 8.16 __ Avoief:able excess claim (Road Tr_ansport Charge) 

- HTS is payable for the PDS)tems l~fted from the FCI basedepots to various 
locations of the State; Where the stores have to_ be lifted from FCI depots 
(located within Assamfother than the base depot, the transportation charge is --
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reimbursed by FCI in the form of RTC. During the period from 2000-01 to 
2003-04, the FCI reimbursed RTC at the rate of Rs.0.13 per quintal per km. 

Scrutiny of records revealed that the Department fixed the rate for plain areas 
(from FCI base to Likabali being the. entry point into Arunachal Pradesh from 
Assam) at a rate much higher than that paid by FCI as RTC. ·During this 
period, the West Siang district lifted 1,36,052.01 quintals of foodgrains from 
FCI base depot, North Lakhimpur and FCI depot Dhemaji (Assam) for 
transportation·to various destinations within West Siang District via Likabali. 
When foodgrains were not available in Dhemaji (base depot) the 
transportation charge· from North Lakhimpur . to Dhemaji (plain area) was· 
being claimed by the Department and reimbursed by FCI @ Re.0.13 per 
quintal per km. However, the transportation charge from Dhemaji to Likabali 
was charged at higher rate(s) from Re.0.63 to Rs.4.54 per quintal per km 
instead of Re.0.13 per quintal per km as applicable in plain areas of Assam. 

Similarly, Lower Subansiri district lifted 126762.82 quintals of foodgrains 
from FCI base depot, North Lakhimpur to various destinations within Lower 
Subansiri District via Kimin. The transportation charge from North Lakhimpur 
to Kimin which falls under plain area was charged at Re.0.55 to Re.0.74 per 
quintal per km instead of Re.0.13 per quintal per km. 

Thus, entertainment of higher transportation rate(s) in plain areas resulted in 
avoidable excess claim of Rs.2.87 crore as shown in Appendix - XXV. 

The Government stated (January 2006) that the rate was fixed by FCI prior to 
· 1990 and was very low and not workable at present. Reply is an after thought, 
the fact remains that two different rates exist for the same route for 
transportation of foodgrains and no action was taken by Government to get the 
rate revised. 

3.1.8.17 Avoidable excess ·claim of HTS due to mm acceptance of a 
lower carriage rate for PDS items 

The DC, West Kameng district constituted (March 2003) a Board to finalise 
the carriage rate of PDS items. The Board rejected the lowest rate of Re.0.10 
per qtl per km as being unworkable and accepted the 2nd lowest rate ofRe.0.89 
per qtl per km. The DC forwarded the recommendation of the Board to the 
Department. The Department, however, rejected the proposai, without any 
valid recorded reasons, and instructed the District Administration to re-tender. 
Based on the Department's instruction, the district administration re-tendered 
and received three valid quotations, and the carriage contract was offered to a 
private agency at Rs.2.46 per qtl p.er km. 

The carriage contractor transported 15,933.32 qtls of rice during the period 
from December 2003 to March 2004 and claimed an amount of Rs.48,56,267 
as HTS. Thus, due to rejection of a rate of Re.0.89 per quintal per lm1 for hilly 
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area offered' by the Bomdilla Co-operative Society for the year 2003-04, the 
Department entertained excess HTS charge of Rs.30.991akh7

. 

The Government stated (J amiary 2006) that the recommendation of the Board. 
was not accepted as it was not the lowest rate. The reply of the Government is 
hotteriable .as the Board had rejected the lowestrate being unworkable and 
had recommended 2nd. lowest rate .of Re.0.89 per qtl per kin as· being 
reasonable. · · 

.3iL8.18 iJnduefimi.ncial benefits·tfi the carriage contractors 

Forty six vehicles purchased through financial assistance received from the 
GOI during the period from 1993-94 to 2001-02 were leased out to carriage 

· ~ontractors for transportation of PDS items from the FCI depots to the PDC 
and FPS. The carriage: conttacfors were to pay hire charges at different rates 
ranging from Rs.48,000 to Rs.1,40,000 per month as fixed by the Department 
w.ef January 1996. 

· Scrutiny of records of the Director, Civil Sup'plles Department revealed that 
the Department could realise hire charges amounting to Rs.0.57 crore from the 
carriage contractors during the years 1996-97 to 2004-05 out of Rs.1.69 crore, 
leaving a balance of Rs.1.12 crore unrealised. The Department has not taken 
~ffective steps to realise this halance amount till the date of audit (June, 2006) . 
. :.,.· •. - . .~ 

The Goverinilent state'd(fanuary 2006)thatnotice·had been served to clear the 
· outstanding dues. Furtherdevefopment is- awaited° (June 2006) . 

. - . ·, \ -, .. 

. :-· 

3.1.9 Quality control 

One· of the primary objectives of PDS is -that the' foodgrains distributed to 
consumers are of good ·quality and are ·fit for. human· consumption. As per 
PDS (Control) Order 2001, the representatives ofthe State Government or 
their nominees and the FCI shall conduct joint inspection of the stocks of 
food grains intended for issue' to ensure that the stacks conform to the 
prescribed quality specifications. However, none of the DSOs (West Kameng, 
West Siarig, Lower Subansiri and . Papunipare) could furnish any evidence 

> ' regarding colleetiori and analysis. of samples.' "0Il 'public> complaints regarding 
poor quality'of foodgrairls being issuedfrom FCI depots, four samples were 
collected (February 2002} from the FCI depofand sent for laboratory test. As 
per the Analysis Report (February' 2002) the quality of rice (two out of four 
samples sent for laboratory test) did not conform to the standard as laid down 
urider the Prevention of the Food Adulteration Act, 1954.~ · 

. The Government stated (January 2006) that the~ representatives of the State 
G~venlinertt visited FCI godowrt~ and jointly inspected the quality of 
foodgrains. The reply of the Department-is iiot tenable since during the last six 

(2.46- 0.89) x 100 xRs.48,56,267 = Rs.30,99,325 
2.46 
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years ouly four sainples were co!lected from the .FCI godowns and· sent for · 
. l(lboratory testing: . · 

3,LJO Vigilance· 
. ·-'· . . : · .. ·, 

The PDS (Control} guideline 2001, also envisages constituting Vigilance 
Committees. at State, district. and block level for implementation and 
monitoring.the functi011ing of FPS. 

During . audit it . wa~ noticed that .. except. in the year 2006, no Vigilance 
Committees were formed at any level during theperiod from 2000-2001 to 
2004-05. . . . 

The Government stated (January 2006} that efforts~ were being inade'to make 
·the vigilance commit.tees functional. 

3,J,JJ . Inspection by District LevelOfflcer 

:The PDS (Control) guideline 2001, also envisages inspection of FPS, once in. 
six months to ensure non-pilfenig~ of PDS items and FPS dealers are to adhere 
to the instructions/guidelines of the Government in. the best interests of 
consumers. 

Test Check of records of the DSOs (West Siang, West Kameng, Lower 
Subansari. and Papumpare} revealed that inspection carried out by DSO, . 
during 2000-01 to2005-06 varied from 1.34 per.c~nt to 16.35per cent (details 
in Appendix - XXVI) only, which was attributed to·shortage of staff arid fund 
constraints. · 

While accepting the auditobservq.tion, the Department stated (January 2006) 
. that the State Goverrunent•.was making its best ·efforts to streamline the 
. system. 

. . . 

3,J,12 Monitoring a~d EwalU:ation 

Monitoring. of the scheme at• the:State level waf) ··inadequate: Monthly reports .. 
indicating allocation; lifting and distribution ar~ ·requited to be· submitted by 
.the FPS to DSO. Butno such.reports,were·subiniJted by the FPS in.the two out 
of four districts test checked. There was a.lso cieiay in submission of monthly 

·reports by tlieDSQs to the Directorate .. 

Delay in subi'uission of returns to. the GOI by the State Government varied 
from 2 to 15 months. · · •' · · 

. Evaluation of the scpeme as a whole was _not done and thus impact of the 
scheme remained unassessed. . . ' . 
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3,1.13 · .. Conclusion 

There. was huge gap betyvee~. the requirement and lifting offoodgrairis which 
implied that norms of supply we~e_ not followed~ 'There was no basis o~ which_ 

·.. survey was conducted for identification of beneficiaries and also no assurance ·. 
- ·• that beneficiaries were receiving the right quantity and qualify of foodgrains. 

· There were excess claims of HTS due to excess. allotment of fo()dgra1ns 
beyond the prescribed.norms. Claims for HTS were not supported· by any 

. documentary evidence. Undue financial aid was· extended to the . carriage 
: Qontractors by way of non recovery of hire charges. There was total lack of 

· -. supervision and monitoring in the implementation ofthe programme. 

3,J,14- .Recommendations 

0 BeIDleficiiairies may be idelllltlifned tlb!rn1!l!glht a prnper methodlofogy · 
·illllvolviing G:ram Sabl!B.as/G:ram: JPanchayats to ens1U!:re that· 011D.ly 
persons befongillllg to re a Uy poor al!lld vullnernbie sectfons of tllne 
society a:re covered, 

. :·. . - . - ' . 

-e Slll!pply of the prescribed qual!lltftfy and l!J!lll!aUty of foocllgrnh1s to 
the ildentll.fiedl benefidairies shound lbe ensmrect · 

@ Payments should be made mnly after prnper verification of 
· documents, 

e HTS dmims . anu:i payments .·made in this regard! need to be 
ftnvestigated, . 

. Government/Department slwuld enisure that an the llllecessary 
reconrds are mad.lllltaftnecll at State, district ainirf !block llevel. 

0 • fospection, Viglifallllce -al!!d Evahllation m.ednan.isms need to be 
strel!llgtillellllect - · 

ei State Government sbmdd display, info1rmatfon: on PDS as -
· ._ ireqmiJred muller Right to foformaiti.9.n. Act 
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13670 local tourists with 2070 vehicles entered the NPT without permits 
and without pa} ment of entry fee of Rs.3.44 lakh. Besides, fine of Rs.34.17 
crore though leviable in these cases was not levied. 

(Paragraph 3.2.20.2) 

3.2.1 Introduction 

The State of Arunachal Pradesh (AP), rich in forest and wildlife, has 68847 
square kilometres (sq km) of forest cover area. The State Government notified 
two Projects Tiger (PT)8

, one Elephant Reserve (ER)9
, eight Wildlife 

Sanctuaries (WLS)10 and one National Park (NP)11 covering 11420.485 sq km 
(out of 68847 sq km) spread over ten out of 16 districts12 as Centrally 
Sponsored Schemes (CSS) between June 1978 and June 2002. 

The main objective of the schemes is to conserve flora and fauna with specific 
stress on maintenance of viable population of endangered species, particularly 
tiger with its prey base and habitat for scientific, economic, aesthetic, cultural 
and ecological values. Functioning of the schemes is governed under the 
provisions of the Wildlife Protection Act (WLP) 1972, besides, instructions 
issued from time to time by the Central and the State Boards of wildlife and 
the Union Ministry of Environment and Forest (MOEF). 

3.2.2 Orga11isatio11al set up 

The Environment and Forest Depa1tment is responsible for undertaking the 
activities relating to wildlife preservation in the State. The organisational set 
up of the Department is detailed below: 

9 

10 

II 

12 

Namdapha (1985 235 sq. km in Janua1y 1986 and March 1987 and Pakke (861 .95 sq. 
km 111 April 2002). 

Kameng (1892 ::,q. km in June 2002). 

Eagle nest (217 sq. km in October 1989), Sessa Orchid (/ 00 sq. km in October 1989), 
Tale (337 sq km 111July1995), Itanagar (140.8 sq. km in June 1978), D1ba11g (4149 ::, q. 
km 111 March 1998). Kamlang (783 sq. km m October 1989), 'D' Ering (190 sq. km in 
August 1978) and Mehao (281.5 sq. km in December 1980) 

Mauling (483 sq. km in December 1986). 

East, West Kameng, Upper, lower D1ba11g Valley, Upper, East Swng, Papumpare. 
Changlang, lohit, lower Suba11siri. 
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· Cb.art_:_ 3.5 

PD:'lincipail Secretary and Principal Cmef 
Conservator of Forests (PCCF) 

Additionan PCCF ·and Chief Wildlife Warden 
(CWLW) 

E-·HI · - >s s 

[

Fieild Director (JFID) S:llld' • 
Conservator of.Forests , 

· .. Divisional Forest Officer · 
(lllFO) 

DeputyCWLW 

- - - . 

Ralllge Officers Foresters Forest G.uardls 

3.2.3 Audit objectives 

The review was aimed at ascertaining: 

~ the effectiveness and adequacy of the Wildlife Protection Act, Rules 
and Procedures framed thereunder in management of Protected Area 
(PA); 

, ~ the economy and efficiency in functioning of the P As particularly in 
areas of financial management, programme management, conservation 
·of flora and fauna, protection measures, promotional activities in the 
PA· and manpower management; and· 

~ the efficiency and effectiveness of monitoring and evaluation. 

3.2.4 ·Scope of audit 

Performance review of wildlife preservation activities was conducted through 
a test check of the records of the Principal Secretary and PCCF and the 
CWL W, Itanagar including the records of six selected P As out of 12 P As for 
the years 2001-02 to 2005-:06 during April ·:-May2006. 

3.2,5 Audit criteria 

Audit objective and findii'igs were benchmarked againstthe following criteria: 
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).> Management Plans (MP) and Annual Plan of Operations (APO); 

,. Provisions of Wildlife Protection Act 1992 and National Wildlife 
Action Plan 2002-16; 

Instructions and guidelines of the Central and State Boards of Wildlife 
and MOEF; and 

);.- Prescribed monitoring mechanism. 

3.2.6 Audit methodology 

An entry conference was held on 30 December 2005 with the Secretary, 
Department of Environment and Forest wherein the audit objectives, scope, 
criteria and methodology was explained. 

Namdapha and Pakke PT being flagship programmes of wildlife conservation 
and Kameng ER being the single projPct in the State were selected for l 00 per 
cent coverage. Eagle nest, Itanagar and Tale WLS were selected for test check 
out of the balance nine P As through random sampling. 

Audit methodology involved issue of questionnaires and analysis of reports, 
project reports, including examination of procedures/data in respect of MPs, 
APOs, demand, allotment and utilisation of funds under CSS. 

An exit conference was held in August 2006 with the Secretary, Department 
of Environment and Forest and replies of the Government/Department have 
been incorporated in the review where appropriate. 

3.2. 7 Audit fi11dillgs 

Performance Audit of the Department revealed that due to delay in release of 
funds by two to nine months, the Managers of PAs were deprived of central 
assistance of Rs.4.50 crore. The MP" of 11 out of 12 PAs though prepared 
were neither approved by the State Government nor submitted to the GOI and 
MP in respect of Kameng ER was not prepared. Besides, failure to declare l 0 
km area around the PA as eco-fragile zone adversely affected the wildlife 
habitats. Also, a fine of Rs.4.22 crore was leviable on 462 people encroaching 
131 hectares of land in core zone of NPT but neither any fine was levied nor 
were the people evicted. 

3.2.8 Projectformulatio11 a11d pla1111ing 

Feasibi lity report justifying continuance of the schemes during Tenth Plan was 
to be prepared by Divisional Officers based on surveys/studies showing 
modifications/amendments if any, in the original project reports and get it 
approved from the GOI. 

No Manager of PAs except one (Namdapha Project Tiger) prepared any such 
proposal. The schemes for wild life p1cservation were continued in Tenth Plan 
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period without framing any programme duly approved by the GOI. Thus, no 
planning was in place for implementing wildlife conservation during Tenth 
Plan period. 

3.2.9 Management Plans 

MP is an instrument that ensures policy based action for scientific 
management of P As as against the personal approach and casual action that 
may not fall in the ambit of priority; Besides, the MP is an institutional 
mechanism to guide the Manager in management practice and proper 
monitoring with reference to such plan. The Supreme Court oflndia13 directed· 
in February 2000 that conservation activities in P As shall not be undertaken 
unless the MP is approved by the GOI. 

The Managers of 1114 out of 12 PAs submitted MPs to the State Government 
between July 1995 and September 2004 for approval of detailed programmes 
of conservation activities to be. carried out for scientific management of PAs 
during five to ten year periods falling between 1997-98 and 2008-09. The 
State Governnient did not approve the MP nor was it submitted to the GOI for 
approvaL No reason was recorded for doing so. The MP in respect of the other 
PA15 was not prepared till date. Thus, in the absence of an approved MP,·· 
conservation activities in each PA were carried out in an adhoc manner 
without prioritisation, apaii from violating the Supreme Court's directives. 

Annual Plan of Operatimi (:J.PO) 

The annual programme of wildlife· conservation activities in each PA is 
sanctioned by the MOEF, by way of APO. The APO is required to be 
submitted by the State Government to the GOI for approval before 
commencement of the financial year so that the seasonal works could be taken 
up at the beginning of the financial year .. 

It was observed that the State Government submitted APOs to the MOEF in 
respect of 12 PAs belatedly between May and July each year without any 
recorded reason. Consequently, there was delay ranging between 1 and 10 
months in approval of APOs and .release of funds by the MOEF as tabulated 
bclow: · · 

13 

14 

15 

T.N. Godavarman Thirumulpad versus Union of!ndia and others in writ petition (Civil) 
No.202of1995. . . 

Namdapha PT, Pakke PT,. Eagle nest WLS, Sessa Orchid Sanctuary, Itanagar WLS, Tale WLS, 
Dibang WLS, Kamlang WLS, D 'Ering WLS, Mehao WLS and Mauling NP. 
Kameng ER. 
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Table- 3.2 
(Rupees in crore) 

Year Date of submission of Date of sanction of funds by the Funds sanctioned/ 
APOs GOI released 

2001-02 Between May and July Between May 01 and February 02 4.86 

2002-03 Between June and July Between July 02 and March 03 2.85 

2003-04 Between May and June Between July 03 and March 04 3.93 

2004-05 Between May and July Between July 04 and March 05 3.61 

2005-06 Between May and June Between June 05 and March 06 4.80 

Tota l 20.05 

Source: A POs, GOl 's sanction orders a11d information furnished by the Departments. 

Further, in four out of 12 PAs16 the scheme could not be implemented as no 
funds was released between 2001-02 and 2004-05 for delayed finalisation of 
AP Os. 

3.2.11 Targets and achievements 

The Managers of 1217 P As set :financial and physical targets in the form of 
APOs after survey and investigation duly supported by detailed estimates of 
works in anticipation of financial assistance from the Central and the State 
Governments under CSS. The State Government, however, sanctioned and 
released funds by reducing the financial targets. Inspite of that, the shortfall in 
achievement of financial targets ranged from 30 to 83 per cent during 2001-02 
to 2005-06 as tabulated below: 

Table-3.3 
(Rupees in crore) 

Year Targets Achievements Shortfall (-) 

2001 -02 6.56 4.58 (-) 1.98 (30) 

2002-03 9.66 1.87 (-) 7.79 (81) 

2003-04 11.99 2.36 (-) 9.63 (80) 

2004-05 12.70 2.7 1 (-) 9.99 (79) 

2005-06 23.93 4.03 (-) 19.90 (83) 

Sources: APOs and information furnished by the Department. 
Figures within the bracket represent percentage of shortfall 

The shortfall in achievement of physical targets in respect of 77 important 
components of wildlife conservation in six18 (out of 12) PAs test checked 
ranged from 13 to l 00 per cent during the five years ending 31 March 2006 as 

lb 

17 

18 

Pakke PT - 2002-03, Itanagar WLS - 2002-03, Eagle nest WLS - 2002-03, 2003-04, 
Kam/ang WLS - 2001-02. 2002-03, 20004-05. 
Namdapha PT, Pakke PT, Elephant Project, Itanagar WLS, Tale WLS, Eagle nest WLS, 
Sessa Orchid Sanctumy, Mehao WLS, Kamlang WLS, Dibang WLS, D 'Ering WLS, 
Mauling NP. 
Namdapha P T, Pakke PT, Eagle nest WLS, Itanagar WLS, Tale WLS, Kamlang ER. 
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shown in Appendix - XXVU. Thus, there was · consistent shortfalls in 
achievement of poth financial and-physical targets leadin,gJo non fulfilment of 
the objectives of the scheme in all the years. 

The Government stated (August 2006)that adequafe steps would be taken to 
achieve the fargets in future. 

0 

• • 

Financial management and controls · 

. 3.2.12.1 ~Funding pattern 

The cost of non recurring items such as infrastruc.ture and eco-development 
etc. ·in aild around the ·pA is fully funded by the MOEF; while the cost of 

. recurring items like maintenance of assets erected in each PT and NP is shared 
equally by the MOEF and the State Gqyemment ·· · 

3.2.12.2 ·· Budget grant and actuals 

It.was observed that release of funds compared to the final grants varied from . 
15 to 34 per cent (excess) in all the y~ars except in 2001-02 when the short 
release of funds was 1 Op er cent.· Besides, there were. persistent savings. against 
release of funds ranging from 6 to 40 per cent in all the years as tabulated 
below: · 

Sources: Detailed Appr.opriation accounts and Informatzon furnished by the Department .. 
• Figw;es in. bracket.representpercentage. .· 

- .. -· .. 

The release of funds a~d expenditure theteagainstwere not in conformity with 
·budgetary allocation iri all the years, indicating that the budget was notframed · 
on realistic basis. · 

The reason for such variations though called for were not received. 

3.2.12.3 Discrepancy between expenditure figures of Appropriation 
Accozmts aiid Departmental records· 

It was noticed that the Wildlife Wing of Forest Department did not reconcile 
the expenditure figures under css· (PAs) with those of the Appropriation 

' • • > - • • 

54 



\'ear 

2001-02 

2002-03 

2003-04 

2{J{M-05 

2005-06 

Total 

Chapter III - Performance Reviews 

Accounts. The extent of variation between figures (CSS-PAs) of 
Appropriation Accounts and Departmental figures was as under: 

Table - 3.5 
(Rupees in crore 

Yea r E'.\penditore as per Expenditure as per Difference compa red to 
detailed Appropriation Departmental Appropriation Accounts 

Accounts records facess( +)/Less(-) 

200 1-02 4.56 4.58 (+) 0.02 

2002-03 2.04 1.87 (-)017 

2003-04 2.39 2.36 (-) 0.03 

2004-05 2.71 2.71 Nil 

2005-06 4.16 4.03 (-) 0.13 

Tota l 15.86 15.55 (-) 0.31 

Sources: Detailed Appropriation Accounts and infonnation furnished_by the Department 

The reason for discrepancies had not been analysed or stated by the 
Government. 

3.2.12.4 Delay in release of funds 

As per the recommendations of the 36th meeting of the Steering Committee 
and directives of the MOEF, in May 2000, the State Government is to release 
funds to the Managers of PA within six weeks from the date of release of 
funds by the MOEF. Further, the Supreme Court of India19 directed in 
February 2005 that the State Government should release funds to the field 
formations within 15 days of sanction by the MOEF so that the amount of 
assistance is fully uti lised for the purpose for which it was granted. The 
amount sanctioned and released by the MOEF and the State Government and 
expenditure incurred thereagainst as per the departmental records during 
2001-06 were as under: 

Table-3.6 
(Rupees in crore) 

Amount sanctioned a nd rrlta!ltd Aclual npeuditurr 

Rrcurringiv !\on recurrinj? Recurring 
Non Sininl.!(-) 

State Cr nlnll 
Central assisra ncr 

Total 
S1a1e Cen1r11I recurring To1al 

a sistancr assistance 
50% SO'Ve 100%1 o~ista nce a~istancr 

0.26 0.26 4.34 4.86 0.26 0.26 4.06 4 58 (-) 0.28 

0.()7 O.o7 2.7 1 2.85 0 07 0.o7 J.73 1 87 (-) () 98 

0.16 0.16 3.61 3.93 0.16 0.16 2.04 2.36 (-) 1.57 

0 20 0.10 3.21 3.61 0.20 0.20 2 l I 2 7 1 (-) u 90 

0.31 0.31 4. 18 4.80 0.31 0.31 34 1 4 03 (-) 0 77 

20.05 15.55 4.50 

Sources: GO/ and Srate Governmenr 's sanction orders, annual progress reports prepared 
by the Deparrmelll. 

19 

20 
Navin M. Raheja versus U111011 of India and others in writ petition (Civil) No.4711998. 
Expenditure in respect of two PT and one NP. 
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It was however, noticed that the MOEF sanctioned andreleased funds between 
May and March and the State Government sanctioned and released funds 
belatedly between November and March in each financial year without any · 
recorded reason. The extent of delay in release of funds ranged from two to 

·.nine months from the date of release of funds by the MOEF. Further, the State 
Government released funds through monthly Letter of Credit (LOC) system 
without linking it to the periodical requirement for conservation works. Thus, 
the funds were not.fully utilised for the purpose for which these were granted 
leading to savings in all the years violating the Hon'ble Apex Court's orders. 
Besides, the PAs lost the benefit of central assistance of Rs.4.50 crore in the 
last five years. · · 

The Government stated (August 2006) that the matter would be taken up with 
the concerned Department for release of funds in time. 

3.2.12.5 Non creation oftrustfimds out of revenue generated 

As per National Wild Life Action Plan (NWLAP) 2002-16 all tourism receipts 
and penalties collected from P As should go to a local trust fund to be operated 
by Joint Committees headed by the PA Manager. 70 and 30 per cent of the 
funds should be utilised for corrimunity benefit works and for development 
activities ofthe PAs respectively. . 

It was noticed that revenue amounting to Rs.7.88 lakh (entry fee, room reht 
. . . 21 . .. 

etc.) w~s collected by the Managers of five PAs ·during the five years ending 
31 March 2006 and deposited into Government account through treasury 
challan instead of creating local trust funds and depositing the amount therein .. 

3.2.13 Expenditure from project funds 

3.2.13.1 Unauthorised utilisation of project funds 

The MOEF directed in August 2000 that an Elephant Reserve (ER) though not 
a legal entity under_ the WLP~ Act, 1972 can be notified in the same manner as • 
Tiger Reserve and Biosphere Reserve. Further, the.MOEF.directed the State 
Government in March 2002 that 60 per cent of Central Assistance (CA) under 

· CSS (PE) should be utilised for notified ER and 40_ per cent should be spent 
for general elephant management. .· .. . 

It was noticed that based on GOI's approval in Maich 2002, the State 
Government notified Karrieng ER as Elephant .Reserve in· June 2002. This 
comprised 1892 sq km falling under the jurisdiction of the DFOs, WLS 
Division, Seijosa and Kheilong Forest Division, Bhalukpong in East and West _· 
Kameng Districts. The Department kept provision in the draft APO for 2002-
03 to utilise 60 per cent of CAunder CSS(PE) for Kameng ER and 40 per cent 
for other areas as per the directives of the GOI. The wild elephant population 
in Kameng ER was 86, 114 and 230 as per census reports of 2001-02, 2002-03 · 
and 2004-05 respectively. The census report of wild elephants in other areas of 

21 
Namdapha PT, Pakke PT, Eagle Nest WLS, Itanagar WLS, Tale WLS. 
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the State was not on record. As such, 60 per cent CA under CSS(PE) was to be 
released and utilised for the lone notified Kameng ER for conservation of 
elephants and development of their habitats. Instead, only 13 to 39 per cent 
was released and 4 to 40 per cent was utilised for Kameng ER during the four 
years ending 31 March 2006 as tabulated below: 

Table - 3.7 
<Rupees in lakh 

Total CA under CSS-PE for the state Total CA under CSS-PE for Kameug ER 

Released Utilised Released Utilised 

Total 60% Total 60% Total Percentage Total Percentage 
with with 

reference to reference 
total release to total 

utilisation 

93.34 56.00 60.13 36.08 11.89 13 2.55 4 

94.21 56.53 61.99 37. 19 36.43 39 25.02 40 

91.22 54.73 75 .27 45 .16 25.46 28 25.34 34 

87.45 52.47 73.33 44.00 27.16 31 21 .23 29 

366.22 219.73 270.72 162.43 100.94 28 74.14 27 

Sources: Information furnished by the Department. 

This had not only led to unauthorised release and utilisation of project funds of 
Rs.1.19 crore and Rs.88.29 lakh respectively for other areas without ensuring 
existence of elephant corridor in these areas but the Kameng ER also Jost the 
benefit of project funds to that extent. 

The Government stated (August 2006) that the ratio of 60:40 would be 
followed from next year. 

3.2.13.2 I11stallatio11 of defective wireless sets 

The MOEF sanctioned and released Rs.26.20 lakh and Rs.41.71 lakh under 
100 per cent CSS (PE) in June 2001 and August 2002 respectively to install 
wireless sets for protection duty in elephant habitation areas. The State 
Government however released funds to CWL W in March 2002 and March 
2003. 

The CWLW, Itanagar purchased 33 wireless sets including 33 generator sets at 
a cost ofRs.66.33 lakh in March 2002 and March 2003 and installed these sets 
for protection duty outside the elephant habitats and their corridors except two 
places22 within Kameng ER. It was observed in Audit that the wireless sets 
had gone out of order immediately after installation (between April 2002 and 
June 2003). Thus, the communication network in the PAs remained non 
functional due to installation of defective wireless sets leading to unfruitful 
expenditure of Rs.66.33 lakh. It was also observed that the warranty clause 
was not included in the supply order or the agreement. 

22 Bhalukpond and Seijosa. 
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3.2.13.3 Misuse of project funds 

Whenever any work is to be executed or any material is to be purchased by 
any Government Department, relevant records like estimate, sanction order, 
stock account, measurement book etc., in support of execution of work and 
procurement of materials are required to be maintained by the concerned 
office. The annual progress reports of three P As (out of six23 test checked) 
revealed that in 13 cases expenditure of Rs.66.26 lakh was incurred on 
construction of buildings, roads and for purchase of materials under CSS 
between April 2001 and October 2002 as shown in Appendix -XXVIII. 

The Managers of these P As however, did not maintain records like sanctioned 
estimates, tender, work/supply orders, stock accounts, measurement book 
(MB) in support of these works executed between April 2001 and March 
2003. Further, inspection report of superior officer of the Department in 
respect of these works was not on record except in case of SI. No. 3 and 8 of 
the Appendix - XXVIII. The inspection reports of the Deputy CWL W, 
Naharlagun (August 2002) and the CWL W, Itanagar (November 2005) 
·disclosed that the works at SL No. 3 and 8 were also not carried out. Thus the 
expenditure of Rs.66.26 lakh being fictitious cannot be ruled out. 

The Government stated (August 2006) that the matter had been referred to 
vigilance for investigation and result thereof would be intimated to Audit. 

3.2.13.4 Unfruitful expenditure 

The MOEF allocated Rs. I 0 lakh under CSS-PT during 1998-99 for 
construction of cable suspension bridge over river "Noa Dihing" at Dehan in 
Namdapha Project Tiger (NPT) to facilitate proper patrolling in northern part 
of the project. Due to non utilisation of the funds, the MOEF revalidated the 
same during 1999-2000 and 2002-03, still the Department failed to utilise the 
funds without any recorded reason. 

The MOEF again revalidated the unspent amount of Rs. l 0 lakh and released 
an additional amount of Rs. IO lakh (phase I) in June 2003 to execute the work 
in 2003-04. The State Government accorded sanction for Rs.20 lak:h in March 
2004 and decided to get the work executed through the Executive Engineer 
(EE), Irrigation and Flood Control Department (IFCD), Bordumsa at an 
estimated cost of Rs.97.38 lakh without fixing any time schedule for 
completion of the work. Though the MOEF released Rs.20 lakh, the Manager 
of NPT, without any recorded reason paid Rs.13.40 lakh only in advance to 
the EE, IFCD in March 2004. The EE, IFCD utilised the amount towards 
survey and purchase of materials like cement, rod and sausage wire. As of 
January 2006 the physical progress of the work was nil. Thereafter, the MOEF 
did not release any further funds for the work. The State Government also did 
not initiate any action to get any funds released from MOEF. Thus, while the 
expenditure of Rs.13.40 lakh remained unproductive, non construction of the 
suspension bridge adversely restricted the patrolling of 1\TPT. 

23 
Itanagar WLS, Tale WLS, Namdapha PT, Project Elephant, Pakke PT. Eagle nest WLS. 
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There were deficiencies in financial management, leading to delay in release 
of funds, unauthorised utilisation of funds, misuse of project funds and 
unfruitful expenditUre under different components of the scheme. There were 
also instances OflOss of revenue, irregular exemption from permit/entry fee as 
would be evident from the observations made in the succeeding paragraphs. 

3.2.14 Programme management 
. . ·-

3.2.14.1 Project area not encompassed legally 

Under Section 35 of the WLP Act, 1972 the State Government shall declare by 
notification any area, whether within a WLS or not, as NP. Under the Assam 
Forest Regulation 1891.(as adopted by the Government of Arunachal Pradesh) 

. the State Gove1lllllent by notification in January 1987 declared 177.415 sq km 
of reserve forest for addition to the Namdapha Reserve Forests which is used 
as buffer zone. in NPT since then. The State Government did not notify this 
area (177.415 sq.km) for inclusioninNPTunder the WLP Act 1972 till date . 

. Thus, 177.415 sq km ofNPTis.yet to get legal status. 
. . .. -~ ·- ; . - . . . . . - . 

Under the WLP ·Act, 1972 no alteratim;i of the b~undaries of a sanctuary shall 
. be made by the State Government except oh recommendation of the National 
B,oardof Wildlife{NBWL). . . . 
' - -.,·. - . ." _, - -· 

. . . 

The State Government, . without. recommendation· of the NBWL notified in 
.August 1978 that 4353hectares (43.53 sq km) of Itanagar WLS should be 
under the administrative jurisdiction of the Capital Project. The notification is 
silent about the Act, under which the area was diverted for non forest purpose. 
Thus, the diversion of land ( 43.53 sq km) was Irregular and in violation of the 
Act. 

The Government stated (August '2006) that efforts would be made to 
regularise the diversion ofland as per rules. 

}~2.15. Restor~tfon of degraded habitats outside PAs 

3'.2~15.1 · Non·declarqti.on of area outside PAs as ecologically fragile 

. · T,Jnder the .WLP Act, i972 and the NWLAP 2002-16 the State Government 
was-to .identify key factors responsible for degradation of habitats including 
'grasslands, wetland, forests, etc. outside PAs particularly in areas adjacent to 
P As. The process of identification and declaration of areas as eco-sensitive 

. zone for prote9ting flora and fauna and their habitats was to b.e completed by 
2004. Further, as per Wildlife Conservation Strategy 2002 approved in XXI81 

meeting of the Indian Board of Wildlife (IBWL) under the chairmanship of the 
. Hon'ble Prime Minister, land falling within 10 km of boundaries of P As 
should be declared as ecologically fragile zone. . 

It was observed that the State Government did not initiate any action either to 
identify or to declare. any area outside the boundaries of P As as ecologically 
fragile till May 2006 with the result that activities. of the populace outside the 
boundaries were adversely affecting the wildlife inside the P As. 
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The Government stated in August 2006 that the PA Managers would be 
directed to identify the eco fragile zone around the PAs. 

3.2.15.2 Adverse impact of construction activities by Kameng Hydro 
Electric Project (KHEP) on PAs 

Under the Forest Con ervation Act, 1980, the MOEF, in consultation with the 
State Government, diverted 710 hectares of forest land falling within 200-400 
meters of boundaries of Pakke PT and Eagle nest WLS in August 2000 for 
construction of KHEP. The KHEP started construction of roads, buildings, 
power house etc. in areas within close proximity (200-400 mtrs) of boundaries 
of PAs by mobilising huge work force and using blasting materials, heavy 
tools and plants etc. since 2001-02. Such activities created heavy noise and 
environment pollution in the area causing immense damage to the pristine 
ecosystem including flora and fauna of the adjoining PAs. 
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Therefore, in order to improve the conditions, the Manager of the P As 
submitted an estimate of Rs.1.69 crore to the PCCF in April 2006 for taking 
immecliate corrective measures like growing plantation, restoration of wild life 
corridor, habitat enrichment, installation of wireless sets etc. to prevent further 
damage of flora and fauna and their habitats in the P As. The estimate however 
remained unattended in PCCF's Office. Thus, failure of the State Government 
to declare eco-fragile area outside the P As had a devastating effect on wildlife 
habitats as protective measures against noise and environment pollution and 
preservation of flora and fauna could not be initiated. 

3.2.15.3 Loss of revenue 

The MOEF instructed in March 2004 that funds received from any user 
agency towards Compensatory Afforestation (CA) charges for diversion of 
forest land for non forestry purpose should be kept in the form of fixed deposit 
(FD) in a nationalised bank (NB) in the name of the concerned DFO or the 
Nodal Officer (Forest Conservation). Further, the MOEF, as per the directions 
of the Supreme Court of India (October 2002) issued a notification in April 
2004 constituting the CA Fund Management and Planning Authority 
(CAMP A) for management of money received towards CA charges. But the 
CAMP A has remained inoperative and the CA charges are not being managed 
as per the GOI's notification. 

It was noticed that the KHEP paid Rs.6.41 crore towards CA charges to the 
State Government for diversion of 710 hectares of forest land for non-forestry 
purposes between March 2000 and January 2005. The State Government 
deposited the amount into the Forest Remittance head of account and into the 
Reserve Funds not bearing interest between May 2000 and March 2005. This 
resulted in loss of interest of Rs.46.74 lakh during the period between March 
2004 and the date of audit (May 2006) calculated at the rate of interest at 5 and 
5.5 per cent per annum as prescribed by the State Bank of India. 

3.2.16 Encroachment 

3.2.16.1 U1iautltorised occupation of 131 ltectares of land i11 NPT 

Under Section 34A of the WLP Act, 1972 read with Section 72C of the Assam 
Forest Regulation 1891 (as adopted by Arunachal Pradesh) if any person 
unauthorisedly occupies land in a reserve forest in which he has not been 
allowed to settle, the Forest Officer shall eject or order him to vacate the land 
forthwith and confiscate or destroy any crop raised and any building 
constructed on such land. Further, if any person intentionally disobeys such 
order, he shall be liable to pay penalty which may extend to Rs.200 and if such 
disobedience continues, he shall be liable to pay further fine which may 
extend to Rs.50 per day during the period of such breach. 

In NPT, since 1995, 462 people of 84 families belonging to the Lishu 
Community encroached (April 2001) upon 131 hectares of land in the core 
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zone of the project. The State Government has .. not prepared any plan to . 
relocate them outside the PA till May 2006. However, the Department served 
eviction notices on the encroachers in May 2003 butthe encroachers have not 

·vacated the land. The. pn~sence ofLishues is not only violative of the Act but · · 
is also a serious threat to the tigers and its prey base. Further, a maximum fine 
ofRs.4.22crore24 .leviable in these cases'was not levied. · 

The Government stated (August 2006} that action would be initiated to 
relocate the encroachers .. 

3;2.16.2 Unauthorised entry and destructi~n of Govemment property 
in.PA 

Under the.WLP Act, 1972,no personsliall enter or destroy any property in a 
PA unless a: permit is grantedby tl).e; CWL W in consultation with the State 
Government and the State Board of Wildlife. 

It was observed that the Border Road Task Force (BRTF} unauthorisedly 
entered the Eagle NestWLS for construction of road and destroyed building 
valued at Rs.6.60 lakh belonging to the sanctuary without any permit from the 
CWLW during 2001-02. On intervention of the CWLW, the BRTF stopped 
the work and vacated the land {lli.80 hectares) in April 2002. But the 
Department did not initiate any action to recoyer the value of building 
destroyed by the BRTF. 

3.2.17 Role ·of N~n-:-Government Orga,nl~ations (NGOs) . in 
conservation of wildlife 

. . 

3.2.17.1 Non"...receipt of financial assistance extended by NGO 

The World Wide Fund for Nature India (NGO) extended a package assistance 
amounting to Rs.22; 1 T lakh25 to NPT in June 2000 and requested the State 
Government in July 2000. to open a Public Deposit Account (PDA) in favour. 
of the manager of NPT so that the amount of assistance could be deposited 
into PDA for execution of works locally.· 

It was noticed that the NGO delivered package assistance in kirid valued at 
Rs.11.56

26 
lakh in August 2001 and March 2002. The NGO did not release the 

balance assistance due to the failure of the State Government to open PDA. 
This led to non receipt of further financial assistance ofRs.10.61 lakh: 

The Government admitted (August 2006) the facts without explaining the 
reason for not opening the PDA. · · . 

24 

25 

26 

462 people x I 825 days x Rs.50 
One diesel jeep, one tractor, sew;n .radio stations, . I 5 hand sets 
accessories of radio sets, seven solar panels and filed equipments 
Amount for construction of camps, buildings and motorised boat 

with batteries, 
Rs.I 1:56 lakh 
Rs.I0.6I lakh 
Rs.22.17 ldkh 

Orie diesel jeep, one tractor, seven radio stations,, I 5 hand sets· with batteries, · 
accessories of radio sets, seven solar panels and filed equipments - Rs.I J.56lakh. 
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3.2.18 Census of wild animals 
. . 

3.2.18.1 · •Non maintenance of records ·. 

Under the· NwLAP 2002-16, . the . State Government is to identify the 
·.threatened species of flor(! and faun.a analyse the key threats to.their survival 
and develop an.action plan to deal with the problems. '. 

It wa~ 11oticed that the CWL W did not maintciin any record showing the 
thfeatened species of flora and faunain the State. Copsequently, no action plan 
was developed to deal with tlie problems. 

Iii: reply, the Government stated in May 2006 that the information would be 
collected, from field formations and records would be maintained. 

3.2J8.2 Non completlon of census report 

· As per guidelines of .the MOEF, census of wild animals is to be carried out 
annually. 

It was observed that census of wild animals was .earned out biennially instead 
of annually iri four out of six P As27 test checked. In the remaining two P As28 

census was not carried out. The PA Managers submitted census report to the 
· CWL W with copies to the MOEF without indicating the reason for 
increase/decrease in number: It was also noticed that census in NPT was 
conducted in 704 sqkm. out of 1982.235 sq~- ~fthe project area. No census 

··was .carried out in the remaining 1278.235 sq km. due to density of forest, 
.· difficult hilly terrain and lack oflogistics support. 

Thus, on account of non-completion of census report the wildlife population in 
the.State could not be.vouched for. · 

3~2.19 Protection mea.surres and offence cases 

3.2.19.1 Inadequate/ineffectiveprotection measures 

Under the NWLAP 2002-16, the State Government should grant status at par 
with the polic~ to the wild life staff by 2003 for use of sophisticated weapons 
and they should be equipped with adequate arms and amniunition to combat 
poaching and illegal activities in PAs. The MOEF directed in September 2001 · 
that the patrolling strategy and antipoaching me~sures should be accorded 

· ... topmost priority and ever. vigilant· and motivated · frontline staff should be 
deployed. to maintain a .reliable· and round the clock patrolling in P As. As per 
the norms, patrolling area coverage by each camp/chowki should ideally be 

. 25-30 sq km. Further, the age of a Forest Guard/Forester shouldrange between 
'18.and 35 years as per the normsfixedby the Wildlife Institute of India. 

27 

28 
Namdapha PT, Pakke PT, Kameng ER, Eagle nest WLS, Itanagar WLS, Tale WLS. 
Itanagar WLS, Tale WLS. . · 
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It was noticed that Managers of six P As29 test checked, established 
26 antipoaching camps for patrolling in 3889.985 sq km of PAs with the help 
of 28 Foresters (one lady) and 34 Forest Guards (six ladies). The average age 
of the Foresters/Forest Guards on roll ranged between 33 and 46 years against 
the norms of 18 to 35 years. Based on MOEF's norms of 25-30 sq km per 
canip/chowki, only 780 out of 3889.985 sq km was possible to be covered by 
the existing patrolling camps. The State Government also did not grant status 
at par with the Police to the protection staff nor. were they equipped with 
adequate arms· and amlnunition. Further, the balance 3109.985 sq km of PAs 

. remained totally unguarded ·arid exposed to random poaching/hunting. This 
reflects the poor state of affairs of surveillance and inequitable coverage of 

. patrolling in the PAs. 

· Iri reply, the Government stated (August 2006) that the matter had been taken 
up with the concerned auth01ities ·for filling up ·the vacant posts; further 
development is awaited. ·· 

3.2.19.2 Pendency of offence cases 

Under the NWLAP 2002-16, the State Government is to provide training to 
the staff of w~ldli.fe wing for· effective' and speedy disposal of wildlife related 
cases through special courts and public prosecutors. · · 

The CWL W and the PA Managers did not maintain the register of wildlife 
offence cases. Records of six PAs30 test checked revealed that 37 cases were 
pending in the Court of which 10 cases are more than five years old. The State 
Government did not initiate any action to get the casesexpeditiously disposed 

. through Special Courts and public prosecutors as required under the NWLAP 
2002-16. 

3.2.19.3 Absence of precautionary action 

The MOEF directed the State Goverinrient in April 2004 to take special 
precaution to avoid death of wild animals due to electrocution . 

29 

30 

amp Nil, 4 Foresters (one lady) average age 33 years, 4 
orest Guards (one lady) average age 40 years. 

Namdapha PT, Pakke PT, Eagle nest WLS, Kameng ER; Itanagar WLS, Tale WLS. 
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It was noticed that the State Government did not initiate any action to prevent 
·. such casualties. As a result, seven wild elephants died in forest areas due to 

electrocution during March to October 2004. · 

3.2.20 Promotional activities and wildlife tourism 

3.2.20.1 Non.compliance with directives. of the NWLAP 

Un.der the NWLAP 2002-16, the State . Gover'nment was to complete the 
survey of To~ist accommodation/facilities within and outside the P As by 
2004 and set up Ecotourism Advisory Boards to regulate tourism activities. 
Further, orientation programme for toui: operators was to be conducted with 
effect from 2003. · · · 

It was observed that the State Government neither conducted any. survey for 
tourist accommodation/facilities in P As nor was any· ecotourism advisory 
board set up. The orientation programme for tour. operators was also not 
conducted till date. . 

3.2.20.2 : Irregular exemption from permiilentry fee 

Urider the WLP Act 1972, no person shall enter a PA without a valid permit 
granted by the CWLW on payment of the prescribed fee. If· any person 
contravenes the provisions of the Act/Rule or ordet, framed· thereunder, he 
shall be punishable with imprisonment for a term which may extend to three 

·years or with fine which inay extend to Rs.25,000 or with both. Further, the 
rate of entry fee was Rs. l 0 and Rs.100 per adult Indian tourist and per motor 
vehicle respectively with effect from January 2000. · 

In NPT, it was noticed that 13670 local tourists with2070 vehicles entered the 
project area without any permit from the competent authority and also without 
payment of entry fee as required under the Act during 2001-02 to 2005-06. 
This resulted in loss of Rs.3 .44 lakh of entry fees. Besides, maximum penalty 

31 . . . 
-of Rs.34.17 crore was also not levied. 

The Goverrnp.ent stated (August 2006) that people from the local villages in 
~-. ' . 

the periphery ofthe PA used the road through check gates and not the tourists. 
The reply is not tenable as the people who crossed the check gate were tourists 
and not villagers as per the records of the check gate. · · . 

3.2.20.3 Research and Development initiative 
. . . 

Under the NWLAP 2002-16, the PA Manager was to prepare and complete 
research priorities for his PA which w;as to be consolidated in the State 
Wildlife Research Plan within 2004 for efficient management of PA. 

In NPT, ·though· a research wing was functional, no research was conducted 
prioritising conservation activities for better management of flora .and fauna 

31 13670 x Rs.25,000 
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. and wildlife of the ~ A.;1n iiv~ :otl1~r PAs32 ~tes(checked,, itw~s. noticed that 
IJeithet anyfo~searclfactiyityW,as condu~ted·nor •. wa~ ~myres~aich·wing setup 

: . ti11 ·date, .. lli< tlie. absence ()(any studyires'earch, .conservation a(:tivities in the 
PAs were.earned out only in an adho~ maru1er. . . . . . . . . . . 
... _ . . .- ' - . ' 

1.i2i . ·<tluman··;esourcedev~lopment: 
__ ,: -

- - --'.-.-"·: -'.,- -. .-·) _- '·;-· . 

3.'4.21.1 Iriadequqte and imtrained staff . 
,.- ·- ; : :_< ; ·_( I_ .;-, ,, ·' 

-·. - . . . . ~ - - . . . . . I , .. , ..... ;. , . -. - . . . . , - , ~ - :·· . , - . ' . . . . - . -

· Under ;the•. NWLAB 2002"16, ·the ·State · Govel111Tieht should have adeqµate 
·wildlife· trained pedol1Ilel to man :·(111,the positipns right frotji· PA· Manag~rs 

· ;down to ·Fon~st Gu(lr.ds .. ·(ltgrassroot~ Jevel.. The;Steering .Committee·. in its. 
: : 'meeting in, J amiar)' i2003 dire'cted·th~t 'all vacant' posts should.' be filled up 
. forthwithfbr effective.maliagernerifof PAs~ ... ·, ... 

.. · ...• • : . .The positidn:ofm<lnpiw~r deploynient.in•theJo!Xo\Ving six .PAs test ch~tked 
_., - - -; I ·-wa~ -,as .Un4~-I~.~'.: , · · -- · " · · " · - · · -· · - , 

Iriformationfurnishedby·theDepartm.ent . . . .· .·.. . . ·;· ' 

:Jhe State GOvernmehtneitherJilied .up the vacant posts.in PAs at SI. No,) . 
'.and 2 nor were· tlie posts of PAs afSLNo .. 4 and5. sanctioned. The.reasonfor · .. 
riot according separate sanCtion for ;posts in, PA'.si ·at; SL Noo J was not. on . 

. ·record:. The.existing istaff depfo:yed in the. P As were also rtottrained in wild 
lifeman:age111~nt. ' · · · q,;~ . . . · ·. 

3.2.22 .. Monitorillg~nd evaluati'on 

'· ·~· )\1anagem~rtf. Infomi*ion'.system. (MIS) ,i~ a tool Jorthe Secretary and· PCCF . 
. 'and other superior officers.·C>fthe Departlllent to exercise'c6ntrdJover effective · ·. · 

aciministration and' management of PAs .. Sucl:i c9ntrol' is 'exercised at Apex. 
· level thiough · veri:fica;tfrm ··bf - .penodical reprirts/retuins pertaining to . 

.•. 'ic(mservation activities,· offence/pqachihg; cases etc: .. · ieceiyed . from field 
·.· .formatic>ns/The' presbrib~~teports/retUms are i-equiied. to b¢ g9verneci by a 
.·. manµal or a set of guidelirn::s from the Statt:'. GovePmient. . . . . .. 

,, . ~- . .· .·.,_ .. 

· 
32 

· . · .. PakkePi, Eagkne~t Jf'LS, Kameng ER,. Itanaga~ WLS, .tale WLS . .·. 
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]t was noticed that ·the State Government prescribed 21 periodical reports/ 
returns to he submitted by the PA.Managers to the Government/Department 
without prescribing any manual or guidelines· under which the reporting is to 

· be governed. In most of the cases, reports/returns were submitted by the PA 
Managers on plain paper instead of in the prescribed form. No _mechanism 

. existed at the apex level particularly, at the level of Principal Secretary and 
. PCCF either to. verify the reliability of reports/retilms received or to call for 
the same which were no.treceived from the PAs. Thus, in the absence of any 
mechanism to verify the· reports/returns, the exiting MIS is ineffective and 

· · inadequate . 

. The Government stat(;:d (August 2006) that steps would be taken to introduce 
modem MIS in the state. · 

3.2.23 . Conclusion 

.The objective of preservation. of wildlife in accordance with the WLP Act, 
. · 1972 and NWLAP 2002-16 was not achieved by-the Department in full due to 
· the absence of financialcontiol, delay in approval/formation of MPs and State 

Government's inability to tackle the:: encroachment problems causing biotic 
and human interference in the PAs and noll' declaration ·of eco-fragile zone 
around P As as well. .Besides, fack of planning and prioritisation of 

. preservation/conservation measures through research also contributed to non 
achievement of the objectives, 

3.2.24 Recommendations 

Preparation of MPs of an the PAs should be expedited and got 
approved! by MOEF for. timely preservation of prestine :flora 
allldl famna alllld wHdHfe in tlbte State. 

The -State GoverJrnment shouHd fiJliaRise the APO anllCl! get lit 
approved by the GOI before commencement oJ the final!llda~ 
year, to avoid dleliay lim :release of funds and ensure that the 
.seasollllall wor_k du:rli:ng the initial period of the financial year is 
not disturbed. 

0 The State Government should seriously view misuse of follllds 
and strengtheJill ].i11tern.alcontrnl measures through illJlspection of 
woirks executed ilill the P As to avoid.reoccurrence. 

The iand nn an PAs .should be Hegally encompassed under the 
WLP Act, 1972 .. 

e Dedaration of .II.and . faUing withliint 10 Km of each PA as 
eco-fragile zm:ne slb.mnHd be expedlited..fo avoid ad.verse impact on 
wildlife habitats. 
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The Sitate Govemmelllt shoulld expedlitlioun.sly relocate peopRe 
who have erntcroaclb!edl the core zrnrne of NPT mull prnveHlltive 
methods itakelill for flUltuure ellll.croaclhlmel!lts. 

Airmual census of wRildlifo slb!mdd be made mam1.1dlatrnry and 
autheimtklity of report should be ensllllred!. A register of wHdilifo 
Jinvel!lltory shmddl be 1mulntained! in the Chief Wildlife Warden 
(CWLW)'s office. 

Since tine State Jis rich inn forest annd wildlRfo resemrclbl. activities 
in alrn tlhle PAs shmdd be givel!ll prfority. A State Wnildlifo 
Research Plallll slhlmllRd also be prepared foir effidellllt 
management of P As. 

The State Goverllllment shoullld gnmt status at pmr witll:n the 
Police to the frolllltHille staff of PAs for effective airnd efficiel!llt 
preservatfol!ll of forest aml! wHdllife in the State. 

· o Sll:a.te Govern.ment shoudd td!Iispfay linformatfon of al! thelir 
willd.Hfe progrnmmes/projects as required 1!Illlllder Right to 
foformatfon Act. 
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HEALTH AND FAMILY WELFARE DEPARTMENT 

13.3 Rural Health Services 

Highlights 

The review, interalia, higltliglits irratio11al establishment of rural ltealtlt 
centres, irregular deployme11t of medical and paramedical staff, poor 
outturn of indoor patients, cases of diversio11 of funds, 
i11judicious/u11productive expe11diture and idle outlay, wlticlt adversely 
affected tlte delivery of Ilea/tit care services to tlte rural population. 

There was irrational and excess establishment of rural health institutions 
in contravention of norms. 

(Paragraph 3.3.12.1) 

There was idle stock of health care kits worth Rs.41.19 lakh. 
(Paragraph 3.3.13.1) 

Rupees 27.72 lakh pertaining to rural health care services was diverted to 
urban health services. 

(Paragraph 3.3.13.2 

Rupees 25. 71 lakh was paid to a supplier on the basis of fictitious stock 
entry before actual r eceipt of the medicines. 

(Paragraph 3.3.13.3) 

3.3.1 I11troductio11 

The delivery of primary health care is the foundation of Rural Health Care 
System and forms an integral part of the National Health Care System. In 
Arunachal Pradesh, health care services in rural areas are provided through a 
network of Health Sub-Centres (HSC), Primary Health Centres (PHCs) and 
Community Health Centre (CHCs). The programme is funded by the Central 
and the State Governments. 

The three tier health implementation programme (HSC, PHC and CHC) is 
based on rural population norms. According to the GOI's norms, in billy and 
tribal areas, one HSC, one PHC and one CHC are to be set up for every 3,000, 
20,000 and 80,000 population respectively. Each PHC with four to six beds 
and one medical officer is to cover six HSCs. Each CHC with 30 beds and 
four medical officers and other ancillary staff is to serve as a referral 
institution for four PHCs. 

A sub-centre, manned by one multi-purpose worker (male) and one multi
purpose worker (female)/ ANM, is the most peripheral contact point between 
HSC and the community. 
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. A PHC, malliled. by one MedicalOffic~r supported by 14 paramedical and 
other staff and having four to six beds, is the first contact point between the 
village community and Medical Officer. It ads as a referral unit for six sub
centres. The aim and objective~ of a .. PHC in~olves curative, preventive, 
promotional medicare and family welfare services. ' 

L • < -. 

·A CHC malliled by fout Medical Specialists supported by 21.paramedical and 
other staff and having facilities of 30 in-door beds with one OT;X-ray, Labour 
room and Laboratory, is the crucial First Referral Unit.(FRU) which serves as 

, .a referral centre for four PHCs. 

3.3.2 Audit objectives 

The audit objectives were to assess whether: 

.. ~· the policy fo~ulated was ba~ed cmpres~ribed norms; 

~ assessment of requirement of medical· specialists and paramedical staff 
to rtin tP.e rural health centres was made 11s per norms fixed; 

· > requisite manpower has been deployed in rural health centres; 

.·~ funds provided were "used economically arid efficiently to achieve the. 
desired objectives; and 

~ the monitoring. system evolved .was effective. and evaluation had been 
.·done to assess the achiev'ementofthe desired.objectives. 

3.3.3 Audit criteria 

Audit examination was based on the following criteri~: 

.);> prescribed norms for establishmentofhealth centres; 
' - ' .. .·. ,· · . 

. ~ targets fixed for settingupofhealth centres; 

~ Government orders regarding implementation of various ·health·. 
schemes and.health centres; 

norms prescribe~ for proper functioning and delivery of rural health 
care services; and · 

~ ' . 

~ prescribed monitoring mechanism. 

3.3.4 Organisational set up , 

The Organisational setup of rural health services' in Arunachal Pradesh is 
given below:·. 
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Chart-3.6 

Commissioner and Secretary, Health & Family Welfare 

Director of Health Services (DHS) 

Addi. OHS Jt. DHS Dy.DBS District Medical Officer 

Community Health Centre 

Primary Health Centre 

Health Sub-Centre 

3.3.5 Audit coverage 

Activities of rural health services in the State during 2001-02 to 2005-06 were 
reviewed in audit through a test check (March-June 2006) of the records of the 
Director of Health Services and DMOs of five districts out of 16 districts (31 
per cent) viz. Papumpare, Lower Subansiri, Changlang, Tirap and West Siang 
and expenditure of Rs.73.60 crore (33 per cent) out of the total expenditure of 
Rs.225.49 crore was covered in audit. 

3.3.6 Audit methodology 

The review commenced with an entry conference with the Department of 
Health and Family Welfare, Arunachal Pradesh in February 2006 in which 
audit objectives, scope, criteria and methodology were explained. The districts 
were selected by stratified random sampling method and rural health centres 
were selected for test check on random sampling basis. 

3.3. 7 Financial management 

The budget provision vis-a-vis expenditure for the five year period ending 
March 2006 was as under: 
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Table-3.9 
(Rupees in lakh 

\ear Provision Expenditure Excess(+) 

Plan Non- Total Plan Non- Total Savings(-) 

Plan Plan 

2001-02 1188.17 2989.24 4177.41 1185.68 2891.17 4076.85 (-) 100.56 

2002-03 1232.53 2896.99 4129.52 839.92 2932.93 3772.85 (-) 356.67 

2003-04 1155.85 3240.59 4396.44 1187.67 3336.63 4524.30 (+) 127.86 

2004-05 1031.56 3484.39 4515.95 1477.28 3631.77 5109.05 (+) 593.10 

2005-06 652.85 4143.48 4796.33 719.04 4029.70 4748.74 (-) 47.59 

Total 5260.96 16754.65 22015.65 5409.59 16822.20 22231.79 (+) 216.14 

Source: Detailed Appropriation Accounts and information furnished by the DHS. 

Reasons for excess/savings were neither on record nor stated (July 2006). 

3.3.8 Diversion of fund 

Pradhan Mantri Gramodaya Yojana (PMGY) was launched during 2000-01 
with the objective of achieving sustainable human development at the village 
level. In order to complement the resources of the State Government to 
achieve the objectives of the programme, Additional Central Assistance 
(ACA) under PMGY was provided during 2002-03 to the State Government to 
gear up the primary health system. As per the guidelines for implementation of 
PMGY during 2002-03, the Planning Commission specifically directed the 
State and UTs to ensure that there is no diversion of funds to non-PMGY 
sectors. It was, however, seen in Audit that during 2002-03, Rs.27.26 lakh was 
diverted to urban health services, out of ACA under PMGY for procurement 
of medicines for General Hospitals at Naharlagun and Pasighat (Rs.18.55 lakh 
and Rs.8.71 lakh). 

It was stated (May 2006) by the Deputy Director (S&T) that although the 
General Hospitals at Naharlagun and Pasighat fa ll under urban area of 
Arunachal Pradesh, they cater to specialised medical treatment to patients 
from rural areas. The reply is not tenable as diversion of funds is against GOI 
guidelines and the General Hospitals fall under urban health services and 
specific provision is separately made by the State Government for 
procurement of medicines for them. Further, the Department fai led to produce 
any record to indicate the number of rural population to whom specialised 
treatment was provided. 

There were deficiencies in financial management, leading to excess 
expenditure and diversion of funds. There were also instances of idle 
expenditure, diversion of funds and extra expenditure as would be evident 
from the observations made in the succeeding paragraphs. 
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3.3.9 Pla1111illg 

Effective implementation of the programme for delivery of rural health 
services depends on proper planning for establishment of health centres and 
provision of requisite manpower and infrastructure. 

It was noticed that though the Department established the centres, the aspect 
of providing requisite medical and paramedical staff was never taken into 
consideration before setting up the centres. There was no plan or policy 
formulated in this regard and as a result, many HSCs established were 
functioning with only one health worker against the norm of two. 

3.3.10 Audit findings 

A HSC constructed at a cost of Rs.4.92 lakh in the test checked Tirap district 
could not be made functional despite shortage of HSCs in the district. Also, 
Rs.27.26 lakh pertaining to rural health care services was diverted to urban 
health services for procurement of medicines (Para 3.3.8) and there was idle 
stock of health care kits worth Rs.40.38 lakh. These have been discussed in 
detail in the succeeding paragraphs. 

3.3.11 Impleme11tatio11 

3.3.11.1 Establishme11t of rural health ce11tres - targets and achieveme11ts 

The targets vis-a-vis achievements in establishing CHC, PHC and HSC during 
the five years ending March 2006 were as under: 

Table - 3.10 

Year Target Achievement Shortfall (-)Exces~ (~) 

CHC PHC llSC CHC PHC HSC CHC PHC HSC 
2001-02 I 7 II I 7 4 - - (-i 7 

2002-03 5 8 24 ' 5 7 12 - l-) I (-) 12 

2003-04 I 5 16 I 5 2 - - (-) 14 

2004-05 4 11 42 4 11 Ii - - (-) 31 

2005-06 I I 50 I I 8 - - (-) 42 

Total 12 32 143 12 31 37 - (-)I (-) 106 

Source: Information furnished by the Directorate of Health Services. 

The above table shows that during 2001-02 to 2005-06, the Department could 
establish only 26 per cent of the targeted HSCs which are the basic contact 
point between the primary health care system and the rural community. The 
reasons stated for shortfall in achieving the targets were paucity of funds and 
lack of manpower. Failure to establish these basic contact points reveals 
deficient and improper planning and implementation. 
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3.3.12 I nfrastruu:tural facilities 

The minimum infrastructural facilities that are expected to be available in the ·· 
rural health centres are medical and para-medical staff; hospital beds, 
furniture, X-ray machines, mobile facilities, testing and diagnostic facilities, 
etc. Deficiencies in infrastructural facilities noticed during audit are indicated . 
below: · 

3.3.12.1 Irrational establishment of rural health institutions 

According to GOI norms for est;;tblishment of rural health centres in hilly and 
tribal areas, one RSC, one PHC and one CHC are to be established for every 
3,000 population, 20,000 population·. and 80,000 to 1,00,000 population 
respectively. 

Test check of records· and information collected from the DHS revealed the 
following position with regard· to establishment of rural health centres a.s on 

· 31 March 2006, the rural populaticm being 8.68 lakh as per the 2001 census. 

Tabile - 3.11 

Source: information furnished by Director of Health Service. 

As regards CHC·and PHC it was observed that there were already seven CH Cs 
·and nine PHCs in excess in 14 districts till March 200L However, further 12 

.. CHCs and 31 PH Cs were set up .in those districts· as of March 2006, On the 
. contrary, there was· a shortage of 61 HS Cs till March 2001, against which only 
·· 37 HSCs were set up as of March 2006; leaving a shortage of 24 HSCs and 

thus, denying basic primary health care facilities to 0. 72 lakh (24 x 3000) rural 
population. Setting up of excess· CH Cs and PH Cs over norms was not justified 
as discussed in paragraphs 3;3.12.Q and 3:3.12.3. · 

3.3.12.2 · Irrational deployment of manpower 

According to the national norms, there should be four medical specialists i.e. 
surgeon, physician, gynaecologist and paediatrician and 21· parame_dical and 
other staff in each CHC, one medical officer and 14 paramedical and other 
staff in eachPHC arid two·healthworkers/ANM (one male and one female) in 
each HSC. The actual deployment vis"a-vis requirement of manpower in 11 
CHCs, 30 PHCs and 71 HSCs in five test checked districts was as under: 
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T able-3.12 

Requirement Actua l deployment Excess(+) Percentage of 
shor tfall (· ) t .. , <'ess/shortfall 

MO I Paramedical MO I Paramedical MO I Paramedical MO I Paramedical 
and other staff and other staff and other sraff and other staff 

44 I 231 37 I 365 (-) 7 I (+) 134 c-> 16 I (+) 58 

30 I 420 36 I 382 (+) 6 I (-) 38 <+> 20 I (-) 9 

Reouirement A<'tual deolovment Excess Percenta~e of excess 

Health ~orker/ANM Health worker/ANM Health wor ker/ANM Health worker/Ml\I 

-
142' 198 56 39 

Source: Information furnished by the Department 

It would be seen from the above table that in CHCs, there was 16 per cent 
shortfall in deployment of medical officers and 58 per cent excess deployment 
of paramedical and other staff. In PHCs, there was 20 per cent excess 
deployment of medical officers and nine per cent shortfall in deployment of 
paramedical and other staff. In HSCs there was 39 per cent excess deployment 
of staff. Justification for deviation from National norms was not available on 
record. 

Besides, as per norms, HSCs are to be manned by two ANMs (one male and 
one female). It was, however, seen that in four out of five test checked 
districts, eight medical officers (including one homeopath) were deployed in 
excess in the HSCs viz. Papumpare (three), Changlang (two), Tirap (one 
homeopath), and West Siang (two). The services of medical officers could 
have been utilised by deploying them to the Centres which were running 
without medical officers. Justification for deviation from National norms was 
not available on record. 

In Doimukh CHC under Papumpare District, there was deployment of 10 
medical officers including two dental surgeons and 87 paramedical and other 
staff as against the norm of 4 medical officers and 21 paramedical staff in 
respect of CHCs, the percentage of excess deployment being 150 in respect of 
medical officer and 314 in respect of paramedical and other staff. Justification 
for deviation from National norms was not available on record. 

3.3.12.3 Poor out tum of indoor patients 

The PHCs and CHCs were established to provide health care facilities to both 
indoor and outdoor patients. The position of indoor patients in the PHCs and 
CHCs in the test checked districts was as follows: 
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Table-3.13 

Healrb ctnlrc \ vailability No. of patients Average no Pcrctnt1gr of beds Shortfall of 
('.\o. of beds) of beds in a ad milled of patients occupied with patients with 

ytlr durin& 2001-06 D in 1 year rdrrucc to number of rdtrence to 
beds 1ul11ble Coll 

loercenrae.c) 
(2) (J) (4) (5) (6) (7) 

Do1mukh CllC 10950 1387 277 3 10673 
'30) (97) 
K.imm PHC' SI 10 17096 3419 67 1691 
(14) (33) 
Bahjan PHC 2190 6300 1260 88 930 
(o) (12) 

Basamcllo PHC 2190 2337 467 32 1723 
6) (68) 

Old Z1roCHC 4380 - - - 4380 
(12) (100) 
YazahPHC 2920 - - - 2920 
(8) (100) 
Yachuh PHC 2920 - - - 2920 
(8) (100) 
Raga PHC 2920 - - - 2920 
(8) (100) 
M1aoCHC 10950 4978 996 9 9954 
130) (91) 
Nampong CHC' 401!' 2043 409 10 3606 
( 11) (90) 
Jatrampur 2190 1946 973 44 1217 
(6) (56) 
Kharsamg PHC 2190 - - - 2190 
(6) (100) 
Namtok PHC 2190 - - - 2190 
(6) (100) 
Kh1m1yong 2190 - - - 2190 
PHC (100) 
(6) 
LongdmgCHC 5840 12405 2481 45 3359 
(16) (55) 
Kanubari PHC 2920 3110 662 23 2258 
(8) (77) 
Pongchau PHC 2190 - - - 2190 
(6) {100) 
laJu PHC 2190 - - - 2190 
(6) (100) 
BasarCHC 10950 28881 5776 53 5174 
(30) (47) 
Likabali CHC 10950 1768 354 3 10596 
(30) (47) 
Liromoba PHC 2190 839 167 38 1351 
(6) (62) 

Source. lnformallon fum ished by the concerned DMOs and MOs of the centres 

The table indicates poor utilisation of facilities in the CHCs/PHCs. In the 
CHCs, the shortfall with reference to the number of beds available in a year 
ranged between 47 and 100 p er cent while in the PHCs it ranged between 12 
and 100 per cent. In the lone CHC (Old Ziro) as well as in three PHCs under 
Lower Subansiri district, no indoor patients were admitted during the period 
covered under review (2002-06). It was stated (May 2006) by the DMO, 
Lower Subansiri district, Ziro, that no indoor patient could be entertained in 
the health institutions under the district due to shortage of Medical Officers 
and lack of dietary facilities. Thus, due to lack of manpower and dietary 
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provision in the health institutions under the district, the rural population were 
deprived of indoor treatment facilities 

3.3.12.4 Idle expenditure on co11structio11 of health centre buildings 

It was observed that in Tirap District the requirement of HSCs was 33 against 
which 25 HSCs were functional. The records further revealed that a building 
for one HSC viz Pongkong sub-centre33 was constructed at a cost of Rs.4.92 
lakh during 1996-97. The HSC has, however, not been made functional due to 
shortage of manpower. Thus besides the rural population of the area being 
deprived of proper health care facilities, the expenditure of Rs.4.92 lakh on 
construction of the building which remained unutilised for the past ten years 
proved unproductive. 

3.3.12.5 Lack of mobile facilities 

For consolidation of PH Cs, CH Cs and hospitals in Arunachal Pradesh, a Draft 
Project Report (DPR) was prepared by the Department. The DPR, projecting a 
grant of one time Central Assistance of Rupees three crore, was sent to the 
Planning Commission. The proposed assistance included a sum of Rs.84.00 
lakh for procurement of 21 ambulances for selected PHCs and CHCs. 
Accordingly, the Planning Commission released a sum of Rupees one crore as 
one time Central Assistance during 2001-02. It was, however, noticed in Audit 
that the purchase of ambulances could be finalised by the Department only in 
2004-05. Jn the mean time, there was escalation of price and the Department 
could purchase only 19 ambulances instead of 21 ambulances with the allotted 
sum ofRs.84.00 lakh. 

Thus, delay in finalisation of purchase led to two rural health institutions bemg 
deprived of the ambulance facility. 

3.3.12.6 Delivery of dental care services 

The delivery of primary health care is the foundation of rural health care 
system and forms an integral part of national health care system. Providing 
dental care at peripheral level is an integral component of primary health care. 

Scrutiny of records revealed that dental surgeons were posted in CHCs viz., 
Doimukh, Basar and Miao with infrastructural facilities like physiological 
dental chairs etc. Apart from that, major CHCs/PHCs were neither equipped 
with infrastructure nor was any dental surgeon provided. This shows that 
delivery of dental facilities were partial in the state leaving a majority of the 
rural population without any dental care service. 

3.3.12. 7 Idle X-ray machiue 

For delivery of rural health care services, the Department provided X-ray 
machines to various CHCs. Out of 11 CHCs in five test checked districts, 

33 Pongkong Sub-cen1re (Ti rap District) Rs.4.92 /akh. 
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X-ray machines we.re provided .. i_ri seven cH:cs· all of which remained non 
· functional as detailed below: · 

·• ,. -._ .1, . ' . ~ .- . . • 

Source: Information as furnished by the Department 

In all the above mentioned health institutions; the non-functioning· of X-ray 
machines resulted in: denial of X-ray facilities to the patients which was one of 
the main sources of diagnosis of disea~es. · · ·-· · · 

3.3.12.8 Deployment of idle radiographers 

X-ray machine provided to. Sagalee CHC undenPapumpare District WC1-S not 
functioning since July 2003 and the Radiographer posted in the CHC remained 
idle since then. No action was taken by the':Department either to get the 
machine repaired to make it operational or to transfer the Radiographer 

. , elsewhere for' utilisation of his services, During the period cfrom July2003. to 
March 2006, the Department incurred an idle expenditure of Rs.1.801akh34 on 
account of salary and allowances of the Radiographer. Similarly, Balijan PRC 

1 under the ~sam.e district ·was not provided with any X~ray' machine since 
March 2001, but a Radiographer was deployed in the PRC. _Thus, deployment 

·. of idle Radiographer "in th~ PHC led to· unproductive expen~iture of Rs2.44 . 
lakh35 towatds his· ~ay and allo\\fi:uices.for the period _frortj. March 2001 to.· 
March 2006'. · · · 

".i. 
·- ·. 

3.3.12;9 Absence/inadequate testing facilities· . 

. Testing facility is·~ integral part of deli~ery of health care services: During 
. test check Of the recordsof five selected .districts, it was seen that testing 
I facilities in-CHCs/PHCs were either not' available or where'. available, ·were 

.,. - . . . . . - . "'. - : . . . 

' 34 

. - ' 35 
Rs.4000 x 45 (July 2003 to March 2006) = Rs.1;80,000 . 
Rs. 4000x 6J=Rs.2;44,000. · __ · 
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inadequate due to absence of laboratory re-agents and other required materials 
and absence/non-posting of laboratory technicians/assistants. 

3.3.13 Procureme11t a11d distributio11 of medici11es a11d equipme1tt 

Medicines were procured both by the DHS and the DMOs, machinery and 
equipment were procured by the DHS and then distributed to the DMOs. 
Irregularities noticed in procurement and distribution of medicines/ 
equipment/furniture are discussed in succeeding paragraphs: 

3.3.13.1 Idle stock of ltealtlt care kits worth Rs.41.19 laklt 

In order to provide better health care coverage in rural areas (HSCs, PHCs and 
CHCs), kits worth Rs.140.57 lakh were procured during March 2004 out of 
PMGY funds. Records revealed that health care kits worth Rs.17.80 lakh were 
lying in the stock of DHS till date (June 2006) without being distributed to the 
rural health centres for which procurement was made. 

The records of five test checked districts also revealed that health care kits 
worth Rs.23.39 lakh (Lower Subansiri: Rs.4.00 lakh, Papumpare: Rs.5.35 
lakh, West Siang: Rs.3.91 lakh, Changlang: Rs.1.16 lakh, Tirap: Rs.8.97 lakh) 
received from DHS were lying in the stock of respective DMOs. 

Since the health care kits are lying in the stock for a prolonged period, it is 
evident that the procurement was made without assessing immediate 
requirement of the materials. 

3.3.13.2 Diversion of hospital fumiture a11d medical/surgical 
equipment worth Rs.27. 72 laklt 

To make 30 PHCs fully functional, hospital furniture and medical/surgical 
equipment worth Rs.59.40 lakh was purchased from PMGY fund during 
March 2004. But it was seen that equipment worth Rs.27. 72 lakh (@ Rs.1.98 
lakh per centre) were issued to 11 CHCs and 3 HSCs. Thus, while the 
intention was to make 30 PHCs fully functional by providing the centres with 
hospital furniture, medical and surgical equipments, materials worth Rs.27.72 
lakh was instead issued to 11 CHCs and 3 HSCs depriving 14 PHCs of the 
intended materials to make them fully functional. 

Besides, it was seen that in case of Tirap district, hospital furniture and 
medical/surgical equipments worth Rs.4.73 lakh were lying in the stock of 
DMO, Khonsa without being distributed to the centres concerned. It would 
thus appear that the purchases were made without assessing the actual 
requirement since the materials were lying unutilised since the date of 
procurement (March 2004). 
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3.3.13.3 Payment to supplier based mi fictitious entry 

Between July 2005 and September 2005, the DHS made payment to a local 
firm against central procurement of essential arid life saving medicines valued 
at Rs.1.93 crore on the basis of certificate of stock entry on the body of the 
bills. Out of the total procurement, 80 per cent was to 1Je issued to the district 
against the indents placed by them and 20 per cent was to be retained in the 
headquarters as buffer stock. 

Scrutiny of the delivery challans produced to Audit revealed that medicines 
worth Rs.25.71 lakh were supplied during November 2005 (Rs.l.25 lakh) and 
January 2006 (Rs.24.46 lakh) although payments were made during July 2005 
to September 2005. On this, the Department stated (May, 2006) that 
verification of medicines would be done by the Board of the Directorate. Thus, 
it is. evident that Rs.25. 71 lakh · was paid to the suppliers on the basis of 
fictitious entry on the bills as well as in the stock book. 

3.3.13.4 Extra expenditure 011 procurement of hospital furniture and 
medical/surgical machinery and equipment 

With a view to. strengthen the existing facilities in Government hospitals and 
dispensaries in the State under a one time Central Assistance, a Purchase 
Board was constituted in March, 2004. 

The Board · forwarded its recomillendations to the Government for 
procurement of materials from the manufacturing companies as per the 
comparative rates quoted by the tenderers. But the Finance Department turned 
down the recommendations of the Board on the plea that after sale service 
clause had not been quoted by the recommended firm in the tender and 
directed the Department to procure the materials directly from the local dealer 
of the l!lanufacturer. Accordingly, the Department procured (March 2005) 14 
different' items from a local authorised dealer and incurred an expenditure of· 
R~.74.04 lakh. Procurement of furniture/machinery and equipment from a 
local dealer at higher rates than those quoted by the manufacturing companies 
resulted in excess expenditure of Rs.9.84 lakh in respect of seven out of 14 
items thus procured (Appendix - XXIX). 

The distribution details of 14 items procured, revealed that medical equipment 
worth Rs.5.51 lakh procured for rural areas viz., PHCs & CHCs were diverted 
to an urban, the district hospital. It was further observed that the materials 
valued at Rs.3 .15 lakh meant for .PH Cs & CH Cs remained unutilised till the 
date of Audit (June 2006). 

It was stated (June 2006) by the DMO Tirap District, Khonsa that the OT 
Improved and OT Light Medium meant for Longding CHC were not issued to 
the centre due to the absence of infrastrncture and specialised manpower and 
the Binocular Microscope and Autoclave Vertical were not received by the 
staff of Panchao PHC as the centre was running without Medical Officer for 
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the past several years. The DMO West Siang District stated (June 2006) that 
the machinery and equipment worth Rs.2.1 7 lakh could not be installed at the 
rural health centres due to absence of infrastructure like electricity and 
manpower. 

Thus, due to absence of proper planning and assessment of the ground level 
requirements by the Department, there was diversion, idle outlay of materials 
and excess expenditure on procurement of materials from local dealer. As a 
result the Department failed to deliver the intended benefits to the rural 
inhabitants of the concerned localities. 

3.3.14 Monitoring and evaluation 

Successful implementation of the programme depends upon proper monitoring 
and evaluation. According to the GOI's guidelines a three-tier system of 
monitoring viz, district, State and Central level needs to be devised and 
monitoring at the State level should be more detailed. There was however, no 
internal monitoring mechanism in the Department to oversee the performance 
in implementation of the programme under rural health services and the 
overall impact of implementation was not evaluated. Thus, the performance of 
the Department/Government towards delivery of rural health care services 
remained un-assessed. 

3.3.15 Co11clusio11 

The delivery of rural health care services was unsatisfactory in the State 
because of the failure of the Government in establishing the required number 
of HSCs, non functional HSCs, irrational deployment of manpower, lack of 
ambulance facilities, blocking and irregular diversion of funds, non 
functioning/non provision of X-ray machines, furniture etc. The impact of 
implementation of the programme was not evaluated and no monitoring 
system was in place, to oversee the performance of rural health care services. 

The matter was reported to the Government/Department (August 2006); reply 
had not been received (November 2006). 

3.3.16 R ecommendations 

On the basis of the shortcomings and deficiencies pointed out in the foregoing 
paragraphs the fo llowing recommendations are made for streamlining the 
system of health care services: 

• The State Government should devise norms for establishment 
of Rural Health Centres taking into consideration the ground 
realities of the State, in consultation with the GOI and strictly 
follow such norms for opening of Rural Health Institutions. 

• The Government should ensure effective and efficient 
functioning of existing CHCs, PHCs and HSCs with requisite 
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complem.eimt m.edkall atl!lld parnm.edicaH staff liimdlll!dnimg metdlkines 
lbefoire opellling new CH Cs' or JPHCs. 

® UtHisation of flllumdls eair mairkedl for ruuran heaRtlhl care slhlrnrnildl be 
strictily el!llsmredl. 

A comprelrneltllsive amll eJffectftve amll eJfflcliern11t momtlitrnring and! 
evallmntimll system to assess the performall!Rce sho1ll!llid! be 
establlished. · 

@ The State Governm.ellllt slbi11nnidl dispHay nnformatfollll fo:r ailil tb.ei:r 
prnjects as reqruuiredl lll!ltlldler tlbie RiigM to foformatliollll Act 
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PUBLIC WORKS DEPARTMENT 

j 3.4 North Eastern Council (NEC) funded road sector projects 

Highlights 

Between Fifth a11d Te11th Plan period, GOI, through NEC Shillong, 
approved 11 projects for implementation in Arunachal Pradesh. Out of 47 
items on 11 projects sanctioned till August 2004, only 13 items (27 per cent) 
011 seven projects could be completed i11 the State till March 2006. Despite 
incurring 69 per ce11t expenditure out of the approved cost of 
Rs. 312.37 crore, only 34 per cent of the total 305.43 km road length could 
be made bituminous surfaced and one project was completed in all respects 
as of March 2006. 

There was a discrepancy of Rs. 0.58 crore as on 31 March 2006 between 
unspent balance as per the Departmental records (Rs.8.54 crore) and that 
reported by NEC (Rs. 9.12 crore). 

(Paragraph 3.4.l 0.2) 

Rupees 3.98 crore was diverted towards other works. 
(Paragraph 3.4.l 0.3) 

Enhancement of rates on construction of culverts and retaining wall 
without any specific reasons resulted in extra expenditure of Rs.20.60 
lakh. 

(Paragraph 3.4.13.2) 

Substandard execution of works resulted in unfruitful expenditure of 
Rs.16.42 crore. 

(Paragraphs 3.4.13.l & 3.4.14.1) 

Excess utilisation of material/awarding of higher rates for construction ofi 
a bridge resulted in an extra expenditure of Rs.34.86 lakh. 

(Paragraph 3.4.15.l) 

Continuation of road works even after deciding on handing over the road 
to Border Roads Organisation, resulted in irregular/unauthorised 
expenditure of Rs.6. 73 crore. 

(Paragraph 3.4.17.1) 

Projects were not properly monitored or inspected by any authority other 
than executing authority. Success of the scheme in the State was also not 
evaluated. 

(Paragraph 3.4.19) 
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3,4,J Introductima 

The North Eastern Council (NEC), . Shillong was. established ~ri 1st August 
1972 consequent upon the enactment of the NEC Act, 1971. The objectives of 
the NEC znter alia ·were .to develop infrastructure, especially construction of 
roads and bridges in the North Eastern Region. The NEC, functioning as a 
regional planning body for formulating Regional Plans, is responsible for: 

};>- scrutiny of schemes/projects proposed by the State Governments for 
inCiusion in the · Regiorn:tl Plan and for approval . by the Planning 
Commission; 

~ foimulation_ of plans, and budget; 

~ sanction of estimates; 

~ release of funds; 

~ review progress of expenditure and physical performance; and 

~ monitoring and evaluation. 

For constructfon of roads and bridges in Arunachal Pradesh funded by the 
NEC, priority was given to roads with (a) inter-state connectivity and 
(b) those that have economic importance. · 

In Arunachal ·Pradesh, as of March 2006 1525 km road length 
(Appenul!Ilx - XXX) was taken up under NEC plan scheme. 

3,4.2 Organisational Setup 

The Public Works Department (PWD) was responsible for implementation of 
NEC funded road sector projects. The organisational structure of the 
Departmentis detailed in the chart given below: 
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Chart-3.7 

Commissioner and Secretary to the 
Government of Arunacha1 Pradesh, 

Public Works Department 

Chief Engineer (CE), Eastern Zone Chief Engineer (CE), Western Zone 

Additional CE, Eastern Zone Additional CE, Western Zone 

SE, Basar SSW SE (HQ) Sr. Architect 

SE, Tezu SE, Capital SE, Naharlag un 

3 EEs, Khonsa, 
Changlang and 

Jairampur 

2 EEs, Basar 
and 

Dumporijo 

SSW = Superintendent Surveyor of Works 
SE (HQ) = Superintending Engineer (Headquarters) 
SE = Superintending Engineer 
EE= Executive Engineer 

3.4.3 Scope of Audit 

2 EEs, 
Doimukh 

and Sagalee 

2 EEs, 
Kalaktang 
and Seppa 

The implementation of NEC funded projects approved during Fifth-Tenth Plan 
period in the State was reviewed in Audit in May- June 2006 based on a test 
check of the records of the Chief Engineer(s) PWD (Eastern and Western 
zones) and three36 (30 per cent) out of 1037 PW Divisions that executed the 
projects. Records relating to execution of four projects out of 11 (36 per cent) 

36 

37 
Khonsa, Changlang and Doimukh Divisions. 
Basar, Pasighat, Khonsa, Changlang, Kalaktang, Seppa, Sagalee, Dwnporijo, 
Jairampur & Doimukh PW Divisions. 
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viz. (i) Margherita-Changlang road, (ii) Jote-Balijan road, (iii) Dirok-Deomali 
road and (iv) Khonsa-Hukanjuri - Naharkatia road covering 38 per cent of the 
total expenditure (Rs.155.47 crore) were test checked in the Divisions. The 
units and projects for test check were selected on random sampling basis . 

3.4.4 Audit Objectives 

The objectives of the review were to ascertain whether: 

).- planning for implementation of projects was adequate; 

>- the projects including sub projects were managed efficiently; 

,.. funds were used for the purpose for which these were provided; 

,- the quality control mechanism adopted by both the implementing and 
executing agencies was adequate to ensure requisite quality of roads 
and bridges; and 

,- the monitoring system was adequate. 

3.4.5 Audit Criteria 

The criteria adopted for assessing the performance of NEC funded road sector 
projects in the state were as follows: 

r project proposa!s, project reports and objectives of the selected 
projects/schemes; 

,.. conditions, norms and time frame for releasing funds; and 

,.. prescribed monitoring mechanism. 

3.4.6 Audit Methodology 

Before taking up the performance audit of the schemes, an entry conference 
was held (April 2006) with the Public Works Department wherein the audit 
objectives, criteria and scope of the review and audit procedures were 
explained to the Department. An Exit conference was also held with the 
Depanment in August 2006 to ascertain their views on audit findings. The 
replies of the Department/Government have been incorporated in the relevant 
paragraphs. 

3.4.7 Audit fi11di11gs 

The review highlights inadequate planning, improper identification of projects, 
sub-standard execution of works, adoption of higher rates, lack of control over 
expenditure and absence of control mechanism. 
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3.4.8 Pla1111illg 

Systematic planning from project formulation stage to execution is a pre
requisite for successful implementation of road projects in a cost effective 
manner. Details of Projects sanctioned between Fifth and Tenth Plan period is 
given below: 

Table-3.15 

Name of the proJtCI Plan ·\11pr0Hd cost Pre•enl ~talus 
(Road lenQth) (Rs. in crore) 

Paka-Gongo-NT road (55.51 krn) 5• plan 22 76 Ongomg 

Pal.l.c-SelJJusa-ltakhoia road (6.J 12 l.m) 6' plan 49.90 On gomg 

Khonsa-HukanJuri-Naharkatia road (35 km) 6* plan 26.93 On gomg 

L1m~l.uri-Nan-T t:ne-Koyu road (155 km) 8111 plnn 22.71 On gomg 

East-West Highway (74.60 km) 8* plan 7.76 On gomg 

f.:umcha1-!l.-lanabum-Deban road (54.70 km) 9•h plan 7 90 On gomg 

Margherita-Changlang road (37 48 km) 9• plan 27.06 On guing 

Joue-BahJan road (47 l.m) 9111 plan 31 J7 Ongomg 

RC'C bndge:. on Dirok-Deornah road 9 .. plan 5.89 Complct<.-d 

Pa:.1ghat-Ledum-Ko) u road t60 kml 10'" plan 45.89 On gmng 

L1mekun-Nan-Rema camp (61 km) 10111 plan 64 20 On gomg 

643.411.m J 12.37 

Source: lnformationfumished by the Department 

The Department did not prepare a detailed project report (DPR) before 
sanctioning separate estimates of different works. The basis for selection of 
projects could not be ascertained in the absence of proper and authentic 
records. This procedure not only delayed the completion of the projects but 
also compromised the overall control of the Department over project cost. 

3.4. 9 Fu11di11g pattern 

NEC provided funds to the State Government in the form of 90 per cerzt grant 
and 10 per cent loan up to the period 2004-05. In terms of the 
recommendations of the Twelfth Finance Commission (TFC), the 10 per cent 
loan component was to be borne by the State Government with effect from 
April 2005. 

3.4.10 Fi11a11cial management 

There were deficiencies in financial management, leading to non-release of . 
State share, discrepancy in unspent balance, diversion of funds, etc. There 
were also instances of extra/excess, injudicious expenditure, as would be 
evident from the observations made in the succeeding paragraphs. 

The position of funds received by the State Government, expenditure incurred 
there against and the unspent balance at the end of each year for the period 
from 2001-02 to 2005-06 as furnished by the Department is shown in the table 
below: 
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Table - 3.16 
(Rupees in crore) 

\ 'ear Category Opening F unds Total funds El.penditure Un utilised Percentage 
of \\<Ork Balance recei\'ed available with Balance of unutilised 

from NEC the goHrnment balance to 
total funds 

2001-02 own 2.17 22.02 24.19 23.12 1.07 4 
\1aint NIL 1.00 I 00 1.06 -0.06 -
S&I NIL 0 40 0.40 - 040 100 

Tota l 2. 17 23.42 25.59 24.18 1.41 6 

2002-03 0\\ 1.07 29.75 30.82 29.41 1.41 5 
l\1aint -0.06 1.25 I 19 I 25 -0.06 -
S&l 040 100 1.40 0.59 0.81 58 

lota l 1.41 3200 33.41 31.25 2.16 6 

2003-04 0 \ \ 1.41 34.50 35 91 31.83 4.08 11 
l\.Jaint -0.06 3.00 2.94 2 85 0.09 3 
S&I 0.81 - 0.81 0.80 001 1 

Tota l 2. lfl 37.50 39.06 35.48 4 18 11 

2004-05 0\\ 4.08 27.61 31.69 28.84 2.85 9 
l\1aint 0.09 2.00 2.09 2.09 - -
S&I 0.01 - 0.01 0.32 -0.31 -
rota I 4.18 29.61 3379 3 1.25 2.54 8 

2005-06 0\\ 2.85 38. 10 4095 32.41 8 54 21 
l\1aint - 0.90 0.90 0.90 - -
S&t -0.31 - -0.31 - -0.31 -

Tota l 2.54 l9 (Ii 41 'i4 H.31 l\.23 20 

Grand Total 161.53 173.99 155.47 

Source~ : Information as pa fumfahed by the Department 

Availability·of funds was not a constraint to the projects yet there was an 
unutihsed balance every year during 2001-06. 

Detailed analysis of the financial outlay and expenditure incurred there against 
revealed the following shortcomings: 

3.4.10.J Non-release of State share of outlay 

According to the revised nonns for the year 2005-06, the NEC was to release 
90 per cent share of funds and the balance I 0 per cent was to be provided by 
the State Government. During 2005-06, the State Government received Rs. 39 
crore from NEC, but did not release its share amounting to Rs. 4.33 crore. This 
resulted in short receipt of funds besides Jeopardising the execution of road 
works during 2005-06. Reason for non-release of State share was not on 
record. 

3.4.10.2 Discrepancy of 1mspe11t balance 

According to the information received (June 2006) from the NEC, Rs.9. 12 
crore was lying unutilised with the Department as of March 2006 under 
original works. But, as per the information furnished by the Department, 

18 
OU- Ong111al Work. Ma111(- Mamrenance and S&I - Surwy and l11vestigatio11. 
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Rs. 8.54 crore was lying unutilised under original works at the end of March 
200_6, leading to a discrepancy of Rs.058 crore. This discrepancy remained 
unreconciled (June 2006). 

3.4.10.3 Diversion of Fumds 

It was noticed in Audit that Rs.3.98 crore from the NEC fund was diverted 
towards annual repair and maintenance of roads/vehicles and other State Plan 
schemes and also for repair and purchase of spare parts of the bulldozer/road 
roller and departmental vehicles by three executing Divisions (Doimukh, 
Changlang and Khonsa) charging the expenditure under NEC funded projects 
(Construction of Jotte-Balijan Road:Rs.1.86 crore; Improvement of 
Margherita-Changlang road:Rs.1.93 crore; construction of six bridges on 
Dirok-Deomali road:Rs .. 0.19 crore). 

3.4.10.4 Non-ascertainment of matstanding liability towards repayment of 
Principal and payment of interest 

According to the terms and conditions of release of 10 per cent loan 
·component for the period upto 2004-05, the State Government was to pay 
interest @ 12.50 per cent upto 2001 :.02 and thereafter @ 11.50 per cent on the 
outstanding amount of loan. The loan was to be repaid within 20 years along 
with interest commencing from the first anniversary of the date of its drawal. 
The position of outstanding loan and interest payment due as of March 2006 
was neither available with the State Finance Department nor with the PWD. 
According to tI;ie information furnished by the NEC, loan amounting to 
Rs. 2.96 crore was outstanding against the State Government till March 2006. 
Amount of interest due to be paid by the State Government was neither 
worked 0ut by the Department nor by the NEC. 

3.4.11 Implementation 

3.4.11.1 Physical andfimmdal status of projects 

According to the NEC guidelines, prescribed in December 2004, road projects 
of 40 km or less length should be completed within four years and. those more 
than 40 km length should not take more than five years for completion. The 
bigger projects should be completed in two phases to avoid spillover of 
projects from one plan to another: Prior to this, neither any 
instruction/directives nor any guidelines were issued by either the State 
Government or NEC. In the.case of 11 projects approved between Fifth and 
Tenth Plan period for implementation in the State, time schedule for 
completion of the road works was· not fixed. The consolidated position of 
execution of road works at the end of March, 2006 is shown in the table 
below: 
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Source: Progress rep~rt an¢ information -a_s furn/shed by the Department 

__ It can beseenfrom the above table that only one project viz:; 'Constniction of
. - , RCC briciges on Dirok-Deomali roa.cl' ·approved during Ninth Plan period ·was_- _ 

comple!e~ in.all-;resp{(cts at the end.of March·200~. -Against another project-_• 
-__ • · viz., •'Pakke-Seijjus;i~Itl1khQla road' :·approved d\iring Seventh Plart period,-

-works valued at Rs. 2:.89 crore w~relying incomplete as of March 2006~ but -
- there wa~ _p°: proyision 9ffunds, to c-on;iplete the.Jefl:over works~· '.Besides thfs, -_ 
.four _ projecfs40 

- approved during •.. tli~ Nrntl:1.Plan" period _also· remaine_4 
. •-incomplete even at_ihe entl ofMarc]J__200()~ _our of Jhese, w6rks valued at 

Rs.19,17 crore could. n()t. be -conjpleted as o(Maicp, 2006 ·against thiee 
projects41 as ascertained from progryss report,s for March, 2006.-Thus, works 
under the projects approved upto the Ninth Plai(petipd spilled over to Tenth:--_ 
Plai:l period~ 

3A.12 - -- Execution 

The impdrtaD.t Audit finding~ in respect of the selected project~>are discussed· -
-. , -·· •inthefoHowing paragraphs:'..; - - - - _ -

.. ,._. 

- [, 

I 

·. :·-·, :.··· 

--3.4.13 --Cmnstnu:tfrm of Margherita.- Chang_lang rQai 

_ ~.4.13.J_ . Substa~dard executio,,of Pa~ementwork 

in ;\ugust 2062, .NEC sanqtfoned the work 'Cdnstructfon of pavement arr 
- , 31.48 kill_roa~ ferigihoLMarghen~a'-Changlang.road' afa cosfof Rs:8.82 
_ ~rare. -it was seen th':lt water bound iiiaccadum ('\yBM) and bituminous works 

··, . 

39 -

- 40 

41 

--

CValue of balance -Wo~ksin :respectof~ne project vizK~-,,,chiii~Mandbun-Deban ro~d,: 
could not be ascertained from records. --- _ < - - - · - > 

-Kunchai-Manaabum-Deban road; Khonsa-Hukanjuri~Naharkatia _ road, Margherita~~ 
Changlang road & Jotte-Balijan road. 
Khonsa-Hukanjuri~Naharkatia road,· Margherita~(;h(lnglang road -'& Jotte-Balijan· -
road.· 
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were executed in excess of the sanctioned provision. Details are giv.en ·in the 
table below: . . 

Tabne - 3.rn · 

Source : Information furnished by the Department. 

The Division, executed 8162 m3 excess WBM work and 51573 m2 less 
bituminous work. According to the ·volume of work executed under WBM-II 
oh 36.54 Km, WBM-III on 36.198 Km. and black top (BT) work on 32.550 
Km., 60687 m3 

· stOne aggregates of different sizes (6mm to 90.45 mm dia) · 
were required as per. the sanctioned estimate. But the Division procured and 
utilised 43,204 ni3 stone aggregates leading to less utilisation of 17,483 m3 

stone aggregates valued at Rs. I. 71 crore (approx) . 

. According to the information furnished, the Division procured 103 7 .11 MT 
bitumen till March 2006. Of this, 766.84 MT wasissued to work. According 
to the approved norms of requirement. o:f bitumen for carpeting work (premix 

·carpeting @ 0.267 MT per 100 square metre and 150 MT per 100 square 
metre for seal coating), 665 MT bitumen was required for executing 1,59,416 
square meti::e bituminous carpeting work done till March 2006. Thus, 101.84 
MT bitumen valued atRsJ6.81 lakhwas utilised excess in the work. 

Disproportionate utilisation of materials and non-execution of work as per 
estimate resulted in execution of sub-standard works valued at Rs. I 0.98 crore 
even after incurring an extra expenditure of Rs.2.16 crore. 

3~4.13.2 Extra expe11:diture mi construction of culverts and retaining wall 

NEC accorded administrative approval (August2001) for the work 'Extension 
of existing RCC slab culverts, construction of h].lll1e pipe/RCC slab culverts 
and retaining wall' ~on Margherita-Changlang road at a total cost of Rs.6.70 
crore. Test check of records of the Executive Engineer, PWD, Changlang, 
revealed that for four items of work, the Division issued (March 2002) work · 
orders to different contractors at complete item rate (including cost of 
materials) which ranged between Rs.1350 and Rs.1970 per cu.m. After five 
months,. for the same works, the division revised the rates which then ranged 
between Rs.954 and Rs.1220.50 per cu.m. The revised rates did not include 
the cost of materials. But taking into account the cost of materials, the rates so 
revised work out in the range of Rs.1451 to Rs.1995.50 per cu.m. Thus, 
enhancement of rates without any specific reasons resulted in an extra 
expenditure of Rs.~0.60 lakh as detailed in Appendix - XXXI. 
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3.4.133 Undue benefit to the contractmrs 

According to the material at site (MAS) account maintained as well as 
information furnished by the Division, it received and issue~ 3,777.55 MT 
cement between May 2003 and June 2004 against the construction of culvert 
and retaining wall on Margherita-Changlang road. But, scrutiny of utilisation 
statement submitted with the vouchers revealed that 3,592.58 MT cement was 
. utilised for works by the ·contractors. The balance 184.97 MT cement 
remained untecovered from the contractors resulting in excess issue of 
material against the work. According to para 27.6.9.1 of CPWD Manual 
Volume - II, recovery of cost of excess materials was to be effected from the 
contractors at double the issue rate (Rs. 4,712 per MT x 2=Rs. 9,424 per MT) 
which was not recovered. Thus, non-recovery of cost of excess cement as per 
provision resulted in undue benefit ofRs.17.43 lakh (184.97 MT x Rs.9,424) 
to the contractors. 

3.4.13.4 Excess expenditure tm work charged establishment 

Between February 2000 and March 2006, PWD Changlang incurred an 
expenditure of Rs.23.64 crore towards execution of three road works42 under 
the project 'Improvement of Margherita- Changlang road'. While there was no 
provision for deployment of regular staff, an amount of Rs.l.71 crore on 
account of salary of regular staff was charged to this work. According to the 
provision in the estimate of the work, the Division was authorised to incur 
expenditure of Rs. 0.35 crore (at the tate of 1.5 per cent of the value of work) 
towards work charged (WC) establishment. Thus, the Department incurred an 
extra expenditure of Rs.1.36 crore towards salary payment which was · 
irregular. 

3.4.14 Construction of Jotte=Balijan Road 

3.4.14.1 Substandard execution ofpavemeuit work 

NEC, in October 2003, approved construction of pavement WBM-BT work on 
24 km road length in chainage 6-18 km and 34-47 km of Jotte-Balijan road for 
Rs. 9.64 crore. Scrutiny revealed that as against .the requirement of 50,004 
cum stone aggregates of different sizes (11.20 mm-63 mm dia) and 461.19 MT 
bitumen based on approved norms, the Division utilised 35,386 cu.m stone 
aggregates (10.20-63 mm dia) and 301.76 MT bitumen towards construction 
of pavement on 22 km road length (as of March 2006) leading to short 
utilisation of 14,618 cum stone aggregate and 159.43 MT bitumen valued at 
Rs.1.33 crore. Thus, due to non-utilisation of the material as per approved 
norms, execution of pavement work valued at Rs.5.44. crore proved 
substandard. 

42 Widening of formation, RCC Culvert/Retaining Wall and Pavement works. 
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3.4.14.2 Avoidable extra expenditure on bridge work 

In March 2004 NEC approved construction of four RCC double lane bridges 
at an estimated cost of Rs.4.82 crore43 on Jotte-Balijan Road against the 
proposal of the Government for construction of two RCC bridges of 60 and 45 
metre span over river Gira and Balijan respectively and two steel bridges of 
32.10 metre span each over Jabra Nallah and IV Nallah. Scrutiny revealed that 
the Executive Engineer of the Division with the approval of the Chief 
Engineer, Western Zone, awarded the construction work of superstructure of 
the bridge over Jabra Nallah in March 2004 to a local firm for Rs.43.70 lakh 
for completion by March 2005. The scope of the work included superstructure 
covered fabrication, supply and erection of 23 metre single span steel bridge 
with 5 metre carriage width. According to the measurement record, the firm 
commenced the work of superstructure in December 2003 and completed the 
construction in February 2004 i.e. prior to NEC's approval of the works. But 
documents relating to construction of approach road and substructure of the 
bridge, which were part of the approved work, were not available on record. 
The Division incurred an expenditure of Rs. 77 .17 lakh between March 2004 
and January 2006 against the work which included cost of construction of 
superstructure (Rs.43.70 lakh). Thus, due to the bridge not being constructed 
according to the type and specification as approved by the NEC, there was 
avoidable extra expenditure of Rs.77.17 lakh. 

3.4.15 Constructio11 of RCC bridges on Dirok-Deomali Road 

3.4.15.1 Extra expe11diture 

In December 2000, NEC approved construction of six RCC double lane 
bridges to replace the existing timber bridges on Dirok-Deomali road at an 
estimated cost of Rs.3.48 crore which was subsequently revised to Rs.5 .89 
crore in November 2003. PWD K.honsa started the construction work in March 
2002 through a contractor and completed construction of four bridges in 
October 2005 and two bridges in February, 2006 at Rs.5.89 crore against 
stipulated date of March 2005. Scrutiny of records revealed that the 
Department incurred an extra expenditure of Rs.34.86 lakh as detailed below: 

According to the work awarded to the firm 2,565 quintal Mild Steel (MS) 
deformed bar and 1,39,000 kg steel for superstructure work were required. 
Over and ·above the weight of steel work, additional weight at the rate of 1.5 
per cent (2,085 kg) towards weight of nuts and bolts was also admissible. 
Against this, the firm utilised 3,011.916 quintal MS deformed bar and 
1,48,151.137 kg steel. Thus, 446.91 quintal MS deformed bar and 7,066.31 kg 
steel were utilised in excess, cost of which worked out to Rs.1 7.44 lakh. 

Further, the Division also got 'approach road of the bridges' constructed 
through the contractor without any agreement. The Division awarded the work 

4J Bridge over river Gire - Rs.1.59 crore; bridge over river Balijan - Rs./ .31 crore; 
bridge over river Jabra Nallah - Rs.0.97 crore and bridge over IV Nal/ah - Rs.0.95 
crore. 
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to the contractor at the .rate of Rs.233 per cu.m for execution of earthwork in 
filling in guide bund instead of the approved rate of Rs.149.61 per cu.m 
(Rs.120.80 pet cu.m as per AP. Schedule of rates +Rs.28.81 as cost index). 
Similarly, higher rates (Rs. 781-Rs.1464 per cu.m) were allowed towards 
procurement of 1,309 cu.m of stone aggregates (1 L22 llim-90 mm size) than 
the rates approved (Rs. 630.60-Rs. 1263.90 per cu.m) by the ChiefEngineer, 
Eastern Zone. Awarding of higher rates in: both the cases resulted in extra 
expenditure of Rs. 17.42 fakh. 

3.4.16 ·Improvement of Klumsa= Hukanjuri-Naharkatia Road 
. . 

3.4.16.1 Substandard executiOn ofpavementwork 

·For improvement of the 'Khonsa-Hukanjuri-Naharkatia (KHN}rdad' the NEC 
sanctioned (July 2002) construction work of pavement for the road length of 
35 Km ata cost ofRs.11.45 crore.The estimate of the work provided for only 
one layer overlay (instead of two layer overlay for a quality road} by grade HI 
metal followed by premix carpeting .and seal cqat. .As of March 2006, WBM
BT work for the road length up to 34.74 Km was completed at a cost of 
Rs.12.84 crore. 

H was noticed in Audit that in October 2005, the EE, PWD Khonsa (Executing 
Division) informed the Superintending Engineer, J airampur Circle about 

. damage of 12.74 Km out of the executed portion of 34.74 Km road lengt;h.due 
to insufficient provision of WBM work (one layer only) and execution of work 
during rainy season. Accordingly, the Depaiiment. sought (February 2006) 
.additional fund of Rs.2.14 crore from NEC for repairing the damages, which 
was sanctioned by the NEC in March 2006. 

Thus, execution of pavement work with substandard specifications as well as 
· construction of road during rainy season showed the casual attitude of the 
Department with regard to improvement of the existing KHN road apart from. 
an extra financial burden ofRs.2.14 crore. 

3.4.17 Construction of Paka,- Gongo NT mad . 

.3.4.17.1. Unauthorised expenditure 

During the Fifth Plan period (1977-1982), NEC approved 'Construction of 
Paka-Gongo NT road (55.51 km)' at a cost of Rs.22.76 crore. PWD 
puniporijo executed the work and completed (2000-01) 6 to 100 per cent of 
differentitems _of work., The Division inc;urred a total. expenditure of Rs.20.38 
crore till March 2005. · 

· Test check of records revealed that in May 1999, it was decided in a meeting. 
with NEC under the Chairmanship of Minister, PWD that no further 
construction works, other than formation cutting would be undertaken as the 
road was to be handed over to the Border Roads Organisation (BRO). The 
Commissioner and Secretary, PWD approved (June 1999) handing over the 
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road (0-55 km) to BRO. Accordingly, in the meeting held on June, 1999 
between NEC Authority and the State Government, the Chief Secretary of the 
State directed the Commissioner, PWD to complete the formation cutting left 
out patches before handing over the road to BRO. 

Scrutiny of records however, revealed that the Division continued to incur 
expenditure against the same project till March 2005 and incurred an 
expenditure of Rs.20.38 crore in formation cutting and construction of 
retaining/breast walls, culverts and pavements as against the approved 
expenditure of Rs.13.65 crore (Survey: Rs.0.13 crore; Formation 
cutting:Rs.13.52 crore). Thus, the expenditure of Rs.6.73 crore incurred in 
violation of the directives of the Government was irregular. 

3.4.18 Quality control mechanism 

Provision of one per cent for quality control was made in all estimates for road 
works sanctioned by NEC till March, 2006. NEC, as per the instructions of the 
Planning Commission, asked the State Government to engage a third party for 
quality control of NEC funded roads and expenditure was to be met out of one 
per cent fund approved for the road schemes. But the concerned Division did 
not incur any expenditure on engagement of any third party consultant. The 
Department also did not procure any testing equipment/mobile testing system 
to ensure quality assurance of works executed departmentally. 

3.4.19 Monitoring and evaluation 

For monitoring and evaluation of NEC funded projects, it was resolved in the 
meeting held in August, 2005 between the State Government and the NEC 
authorities to engage expert agencies to assist both the State Government and 
the NEC in setting up a Management Information System. It was also decided 
that the agency would involve third party entities such as NGOs, Community 
Based Organisations (CBOs), community leaders and primary stake holder 
groups to establish a truly participatory monitoring system. The agency was 
also to monitor the financial and physical aspects of the projects and schemes. 
The State Planning Department was also authorised to identify suitable NGOs 
capable of undertaking monitoring of a few selected schemes. Accordingly, 
NEC in February 2006 engaged a New Delhi based firm for monitoring and 
evaluating various projects/schemes funded by NEC in Arunachal Pradesh. 
Further development was awaited (June, 2006). But, the State Planning 
Department did not identify any NGO to undertake monitoring of projects 
executed in the State as required. Thus, projects executed in the State till 
March, 2006 valued at Rs.214.77 crore were not properly monitored and the 
extent of success of the schemes in the State was also not evaluated (June 
2006). 
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3.4.20 Conclusion 

NEC funded road sector projects approved between Fifth-Tenth plan periods 
were not implemented effectively and economically. Besides, road works were 
not executed according to the approved specifications leading to substandard 
execution of work. Lack of adequate planning delayed the completion of 
works as out of 11 projects taken up, only one project could be completed in 
all respects till March 2006. 

The matter was reported to the Government/Department (August 2006); reply 
had not been received (November 2006). 

3.4.21 

• 

• 

• 

Recomme11datio11s 

Projects need to be undertaken after proper planning, survey 
and investigation to avoid delay in completion as well as excess 
over sanctioned estimates. 

The detailed project report (DPR) covering all the works 
relating to the project along with the cost involved should be 
prepared and approval of the GOI should be obtained through 
NEC for execution of work. 

Wherever roads have been banded over to BRO after 
Government notification fresh expenditure should not be 
allowed and viewed seriously. 

• There should be a proper mechanism to ensure the quality 
testing of roads constructed out of NEC funds. 

• NGOs and local authorities may be involved in monitoring and 
quality assurance system of the projects by display of 
information as required under the Right to Information Act. 
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CHAPTER-IV 

AUDIT OF TRANSACTIONS 

Fraudulent drawal/Misappropriation/Embezzlement/Losses 

INDUSTRIES DEPARTMENT 

14.1 Loss of interest 

The Department failed to recover interest on Mobilisation Advance in 
terms of the agreement resulting in loss of interest of Rs.31.86 lakb. 

The Government of India (GOI) approved (April 1997) setting up of an 
Industrial Growth Centre at Niglok-Ngorlung in East Siang District at an 
estimated cost of Rs.15 crore. Subsequently, the project cost was reduced to 
Rs.12. 19 crore (October 2002). The GOI reieased Rs.6.68 crore in six 
installments between March 1997 and February 2004. 

Scrutiny (December 2004 and January 2006) of records of the Director of 
Industries, Itanagar, revealed that after inviting tenders in February 2002, the 
work was awarded (November 2002) to a local contractor for Rs. l 0. 71 crore. 
The stipulated date of completion was March 2003 which was subsequently 
extended to December 2005. The Department paid (March 2003) 
Mobilisation Advance (MA) of Rs.1 crore to the contractor, in terms of the 
agreement, against a bank guarantee for the same amount valid up to May 
2003, which was not extended further. According to the agreement, MA was 
to bear simple interest @ 18 per cent per annum and was to be calculated from 
the date of payment to the date of recovery, both days inclusive, on the 
outstanding amount of advance. Recovery of such sums were to be made from 
the contractor's bill on pro-rata percentage basis in such a way that the entire 
MA together with interest was recovered by the time 80 per cent of the gross 
value of the contract was executed and paid. 

It was observed in Audit (December 2004) that till November 2004, the 
Department recovered MA amounting to Rs.40.60 lakh being 10 per cent of 
the gross value (Rs.4.06 crore) of the work executed and paid. Interest of 
Rs.27.03 lakh that had accrued on the outstanding MA till payment of l21

h 

Running Account (RA) bill (November 2004) as worked out in Audit 
(Appendix - XXXII) had not been recovered from any of the RA bills. The 
non-recovery of interest was pointed out by Audit in December 2004. The 
Director, Industries Department also in his note dated 17 August 2005 
endorsed to the Secretary Industries Department stated that the contractor had 
to pay interest @ 18 per cent on MA in terms of the contract. The 
Government, however, amended the MA payment and interest recovery clause 
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of the agreement in contravention of codal provisions through a corrigendum 
issued in September 2005 substituting the clause as interest free mobilization 
advance on the ground that the agreement did not contain any specific mention 
about payment of interest on MA. The contention of the Government is not 
acceptable as clause D of the agreement indicated the provision for recovery 
of interest on. MA. . · 

Further scrutiny (January 2006) of records revealed that till December 2005 
the Department recovered MA amounting to Rs.48.70 lakh upto 15th RA bill 
without recovery of any interest. Thus,· instead of effecting recovery in terms 
of the agreement, the amendment of the interest recovery clause of the 
agreement after two years 10 months from the· date of entering into contract 
and that too after it was pointed out by Audit was intended to extend undue 
financial benefit to the contractor. This led to loss of interest on MA 
amounting to Rs.36.46 lakh (Appendix - XX.XII) up to March 2006, besides 
further loss of interest on the outstanding MA of Rs.51.30 lakh lying with the 
contractor without any security cover. 

The Government in its reply stated (July 2006) that after a techno commercial 
negotiation with the contractor the Government decided to provide interest 
free MA to the tune of Rs.1 crore and that the decision was not reflected in the 
Memorandum of Understanding (MoU) signed in November 2002. The reply 
of the Government is not tenable as it failed to provide any documentary 
evidence in support of its reply. Further, the contractor requested the 
Government in July 2005 to exempt it from recovery of interest on MA on the 
ground that the Department did not recover MA upto 14th RA bills although 
provision for recovery existed in the terms and condition of the contract. 
Further, no penal clause was inserted in the agreement for delay in completion 
of work. 

DrawaR and retenntfom of Governmellll.t money wlitll:nmnt prncmring tlbte 
material ledl .to misappropriation of Rs.28.41 laklb.. 

Drawal of money through Abstract Contingent bills (AC bills) require 
presentation of Detailed Countersigned Contingent bills (DCC bills) to the 
Controlling Officer (CO) and transmission to the Accountant General in thirty 
days. In April 2002, the Chief Secretary issued instructions that AC bills must 
be settled within 30 days of drawal failing which, it would amount to 
misappropriation of Government money. 
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Scrutiny (February 2006) of records of the Director of Sports and Youth 
Affairs (DS& YA), Itanagar, revealed that an amount of Rs.27 lakh was drawn 
through AC bill in March 1998 by the Joint Director44 for procurement of 
sports equipment. Records in support of procurement of sports material were 
not made available to Audit. The amount was also not adjusted by submission 
of DCC bills even after the lapse of eight years (June 2006). In reply to Audit 
query, the Director stated (June 2006) that exact position of procurement of 
sports materials would be intimated in due course. 

Further, an amount of Rs.29.28 lakh was drawn by the Director45 in March 
1999 through AC bill for procurement of sports items and kept in 'Deposit at 
Call Receipt'. The account, after resignati"on of the Director, was 
subsequently transferred (March 2000) to the Director46 in-charge and the 
amount was encashed in September 2000. Out of Rs.29.28 lakh, material 
worth Rs.27.87 lakh was received by the Directorate along with actual payees 
receipt (October 2000) from a firm. For the remaining amount of Rs.1.41 lakh 
(Rs.29.28 lakh - Rs.27.87 lakh), the Directorate had neither received any 
material nor was the amount refunded/credited to Government account. The 
DCC bill was also not submitted (June 2006) even after the lapse of seven 
years. 

Drawal and retention of Government money for such prolonged periods in 
contravention of coda! provisions amounts to temporary misappropriation of 
Rs.28.41 lakh. 

The matter was reported to the Government in June 2006; reply had not been 
received (November 2006). 

I 4.3 Loss to Government 

There were shortages of sports materials worth Rs.9.95 lakh and damage 
of materials worth Rs.O. 73 lakh resulting in loss of Rs.10.68 lakh to the 
Government 

According to General Financial Rules 103, 109 and 116, purchase of materials 
is to be made in accordance with definite requirement and care should be 
taken not to purchase stores much in advance of actual requirement. The 
authorities entrusted with stores of any kind should take care to ensure their 
safe custody and protect them from Joss, damage and maintain suitable 
accounts and prepare correct returns with a view to preventing losses through 
fraud. Physical verification of all stores should also be undertaken annually. 

44 

45 

46 

Shri D.K. Ding/ow. 
By Shri A. Jongkey. 
Shri D. K. Ding/ow. 
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Scrutiny (February 2006} of records revealed that between April 1996 and 
August· 1998 the Director of Sports and Youth Affairs, .Itanagar procured 
sports materials valued atRs.20.96 lakh without assessing the requirements. 
Further scrutiny of stock register revealed that out of total stock, materia~s 
worth Rs.10.28 lakh were issued between January 1997 and December 1999 
leaving balance materials worth Rs. l 0. 68 lclkh in stock. On this being pointed · 
out by Audit (February 2006), the.· Directorate ·stated that ·materials worth 
Rs.9 .95 lakh were not handed over by the store keeper who was absconding 
since May 2000 and materials worth Rs.0;73 lakh were lying in stock in 
damaged condition. The Directorate had neither reported the matter to the 
Government nor to the police for inv~stigation. Annual physical verification. 
of materials in stock, as required under Rules, was also not conducted. · 
However, at the instance of audit the same was conducted during the audit. 

Thus, injudicious procurement and idling of materials in stock without 
periodical physical verification led to shortage of materials worth Rs.9 .95 lakh 
and damage of materials worth Rs.0.73 lakh. This resulted.in loss ofRs.10.68 
lakh to the Government. 

The matter was reported to the Government in June 2006; reply had not been 
received (November 2006). 

[;

dvalDlce paymellllt of RsJ.8.74 fakh to a ·firm witho1IBt any work 
rder/agreeme!llt stli]pnrnfating terms and crnrndfttions rel!lldered the amoumt 
ifrnctuous. · · ·. · · · 

. . 

Without rece1vmg ·any proposal the Department accorded administrative 
approval for Rs.24.99 lakh in May 2003 for production of two documentary 

· films47 on tourism in Arunachal Pradesh with an expenditure sanction of 
· Rs.18.74 lakh, being 75 per cent of the ·cost, as advance payment to Mis 

Spring Box Films, a Mumbai based firm without inviting tenders. The 
shooting of the films was'reported to be completed (March 2003) and the films ·. 
were in editing stage when· the sanctfon . was accorded. Although the 
administrative approval was for Rs.24.99 lakh, the total cost of the two fil~s 
as preferred by the firm in two bills was Rs.22.06 lakh. Out of Rs.18.74 Jakh 
sanctioned, Rs.13.7 4 lakh was paid to the firm in June 2003 by Bank Draft and 

47 Tourist Circuit of Bhalukpong- Bomdila ,__ Tawang and Tawang Festival and Tourist 
Circuit ofTezu - Parasuram Kund and brahmaputra Darshan . 
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the remaining amount was paid (June 2006) in cash to the Personal Private 
Secretary to the Hon 'ble Chief Minister of Arunachal Pradesh being the 
expenditure already incurred for shooting of the film. Scrutiny (May 2006) of 
the records of the Director of Tourism, Itanagar revealed that other than 
sanction, bills and vouchers for payments there was no other record indicating 
proposal of the Department for production of the films, basis for selection of 
the firm and cost of production, work order/agreement, terms and condition 
with stipulated time for completion, number of episodes with duration of each 
episode and specification for shooting of films. Further, according to the 
Government notification (May 1999), the Director of Information and Public 
Relations (DIPR) was the competent authority to issue permission for shooting 
of films by any private party/parties within the State and a copy of the film 
were to be submitted to the DIPR for clearance before screening. The records 
of the Directorate did not indicate any such permission having been obtained 
for shooting of films by the firm. 

Further scrutiny of records revealed that even after the lapse of three years, the 
firm neither claimed the balance payment of Rs.3.32 lakh nor was there any 
stock entry/evidence in support of the fact that the documentary films, if any, 
produced by the firm were received by the Directorate and screened in 
Doordarshan Kendra (DDK). In reply the Director stated (May 2006) that the 
films were received but not screened in any DDK. The Directorate, however, 
failed to furnish any evidence in support of the receipt of U1e films and the 
reasons for which the films were never sent for sc1eening to any DDK. 

Thus the amount of Rs.18.74 lakh paid in advance without any work 
order/agreement stipulating terms and condition for production of films was an 
undue benefit extended to a private firm. In the absence of documents of 
actual receipt and telecast, the actual production of the documentary films 
remains doubtful. 

The Government stated (August 2006) that all the codal formalities were 
observed for production of the films and the firm had supplied the 
documentary films. But the reply of the Government is not tenable as the 
Director failed to produce any evidence in support of the receipt of the films 
and the DIPR confirmed (August 2006) that no permission was obtained either 
by the Tourism Department or by the firrn for production of the fil ms. 
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Documentairyfilms .on cultivation of crnps, prodiilicedat a cost of Rs.10.20 
akh, weire lying id.le for wairnt of actfon Olll the part' of the Departmelllt foir 
b~1.·r ~elecast o~ Dooridarslurni Kendra,, thereby ~mstrating the objective 
f their JPl"OductwllJl. ·. . . . ·. . .· 

In March 2004, Government' accorded e~penditure sanctfon ·of Rs; 10.20 lakh 
for production of video films on cultivation of different crops in six distrids48

. 

The objective o(the scherne was to motivate the farming community arid to 
popularise the cultivation of different rabi crops, the post harvest management 
of paddy and the paddy cum fish cultivation of Ziro plateau through media. 
The films . were . to be shot entirely in Bet(lcam in, accordance with the 
specificaticm .of the Doordarshan Kendra (DDK) for telecast on DDK, 
Itanagar. 

Scrutiny (December 2005) of records of the Directo~ of Agriculture revealed 
that the Director, after inviting tenders, issued work order (March 2004) to an 
Itanagar based firm for production of six documentary films at a cost of 
Rs.10.20 lakh. The final print of the six documentary films were received by 
the AgricultureDirectorat'e in March2004 and Rs.10.20.lakh was paid to the 
firm between August 2004 and March 2005. Itwas; however, noticedin Audit 
that the Department had not taken any action for the telecast of the films on· 
DDK, Itanagar and as a result, all the six doclimentaiy-films were lying in 
Agriculture Information Division of. the Directorate .... In reply to an Audit 
query, the Director stated. (December 2005) that arrangements were being 
made for their telecast on DDK, Itanagar. Action taken by the Department for 
their telecast has not been n~ported (April 2006); 

Thus even after an investment of Rs. l0.20 lakh the purpose of preparing the 
films was defeateci and the entire expenditure proved unfruitful. 

The matter was reported to the Government in March 2006; reply had not been 
received (November 2006). · . 

48 Lohit, Lower Dibang Valley, Changlang, East Siang, Lower Subansiri, West Kameng. · 
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. Failure of the Depmrtment to utilise the collid storage~ led to llllllllpiroductive 
expenditure of Rs.1.10 cirore. . . . . 

· For safe storage of perishable goods like potatOes, fruits and vegetables and. 
also to promote. economic development of the farmers as well as the state, the 

. ·State Government decided. (September 1997) to ·~onstruct a cold storage. 
Based on a proposal submitted by the State Government supported by techno 

· fe(lsibility report prepared by a Guwaha'.tLbased consultancy firm;. the North 
EasteD1 Council(NECfaccorded (December 1997) sanction ofRs.56.45 lakh 

. for establishment~of a 500 tonne capacity Cold Storage at Naharlagun. In 
December 1997 the 1st fastallment of Rs.28 lakh was released by the NEC. 
However, in l"foyember 1998, the Government decided to shift the site of the 
project from Naharlagun to Tippi (Bhalrikpong) due to non availability of land 
atNahadagun. · · · 

The Director of Agriculture, invited (February 1999) tenders for construction 
of 500 tonne cold storage at Tippi along with submission of project report 
without indicating the estimated cost of the project and technical specification. 
The work of the project at·Tippi was awarded (July1999} to a Calcutta based 
firm at their offered cost. of Rs.l.10 crore . .TheNEG;at the behest of the 
Department,·· accorded' (November 1999) administrative approval for th.e 

· project at the revised cost of Rs.1 JO crore on the· condition that the NEC's 
share would be Rs.56.45 Iakh a:nd the remaining amount should be borne by 

. th'e State Government artd released Rs.28:45 lakh being the balance grant of 
Rs.56A5 lakh .. The firm was paid Rs.l.10 .crore between June 1999 and 
September 2000 a~d the cold storage was commissioned in September 2000. 

· Scrutiny (December 2005) of records of Executive Officer, Arunachal Pradesh. 
·.Marketing Board revealed that though the projectwas commissioned in 

September 2000, the cold storage was utilised for only one year from March 
2002 to February 2003 when it was leased to a private party for Rs.l.01 'lakh. 
Iri April 2003 tenders were invited for leasing out the 500 tonne cold storage, 
·but no offer was received. 'Thus it is evident that the selection of the site for . . . . ' 

construetion of the cold storage was not based on acfual requirement which 
resulted in unfruitful ·expenditure of Rs.1.10 crore. Further, the Department 
also failed to iP.itiate any action to rim the: cold storage departmentally to 
·derive the intended benefit out of theasset so created. > 

The Government in its reply (July 2006) accepted the facts but did nofindicate 
any proposal to fruitfully utilise the cold storage. 
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. rThe Department incurred! avoidable expenditure of Rs 10.02 lakh due to 
payment of head.load at enhanced rate due to delay· h1 allocation of 
Superior Kerosene OH (SKO) quota. 

Under the reorganised Public Distribution System (PDS), the. Government of 
Arunachal Pradesh decided (May 1997). to allow land transport subsidy (L TS) 
to all fair price shops/ retail outlets for transportation of PDS items to the 
interior locations of .the State. In .November 2002, while approving the 
appointment of PDS wholesale nominee . cum carriage contractor upto . 31 
March 2004 for Vijaynagar Circle, Government fixed the carriage rate of PDS 
items by Jiead load from Miao to Vijaynagar (157 k.m) at Rs.4579 pei· qt!, i.e. 
Rs.29 .17 per qt! per km. This rate was also applicable for other places located 
between Miao and Vijaynagar; The rate was again enhanced to Rs.125 per qt!. 
per km. w.e.f. Ap1il 2003. 

Scrutiny (February 2006) of records of the Director of the Civil Supplies 
· (DCS) revealed that the monthly allocation of superior kerosene oil (SKO) ·for 
j anuary to March 2003 was intimated by the Indian Oil Corporation Ltd. in 
January 2003. Although as per the norms fixed by the GOI, the drawal of SKO 
was to be completed. on or before the last day of the month, the DCS sub 
allocated district-wise SKO quota for March 2003 only on 19 March due to 

··delay in receipt of approval from the Government. 

The carriage contractor transported 70.20 qtls. of SKO from Miao to 
Gandhigram (134 km), Miao to Phapurbari (144 km) and Miao to Vijaynagar 
(157 km) between 1 April 2003 and 21 April 2003 and carriage bill of 
Rs.13 .07 lakh as per enhanced rate was paid by the Department (Marclr 2005). 

Thus, failure of the Department to timely sub. allocate the SKO quota for 
March 2003 led . to avoidable . expenditure of Rs; 10.02 lakh 
(Appendix - XXXIH) due to payment of carriage bill at enhanced rate; 

. . . 

The matter was reported to the Government in April 2006; reply had not been 
received (November 2006). . . 
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IRRIGATION AND FLOOD CONTROL DEPARTMENT 

14.8 Avoidable expenditure 

The Division incurred an avoidable expenditure of Rs.18.25 lakh for 
collection and ca rrying of boulders. 

Test check (December 2005) of records of the Executive Engineer, IFCD, 
Tezu revealed that between March 2003 and April 2004, the Division procured 
14328.225 cum of boulders of size 150 mm to 300 mm through 41 different 
contractors by issue of work orders for implementation of the scheme "Flood 
protection work on Lohit river to protect Sunpura and Assam area". The 
contractors supplied the boulders @ Rs.279.25 per cum from 
available/approved quarry which included Rs.134.80 per cum being the 
carrying charges of boulders for a lead of five Km. These boulders were then 
transported between October 2003 to June 2004 to an additional lead of 20 
Km through 62 contractors @ Rs.281.95 per cum. 

Further scrutiny, however, revealed that the carrying charges of boulders (150 
mm-300 mm size) adopted in the analysis of rates ofSOR'92 for a lead of25 
Km was Rs.289.35 per cum. Thus, due to transportation of boulders initially 
for a lead of five Km and then transporting the same for an additional lead of 
20 Km separately, the Division incurred an expenditure of Rs.18.25 lakh49 

which could have been avoided had the collection and transportation to the 
final site been entrusted to the 41 contractors at the first instance itself. 

The matter was reported to the Government/Department in May 2006; their 
replies had not been received (November 2006). 

PUBLIC HEAL TH ENGINEERING AND \\1 ATER SUPPLY 
DEPARTJVtENT 

14.9 Unfruitful expenditure 

T he Division incurred unfruitful expenditure of Rs.1.31 crore including 
an unauthorised expenditu re of Rs.45.87 lakh on the scheme 
" Improvement of water supply at Seppa Township" which remained 
incomplete even after seven years of its stipulated date of completion. 

The work "Improvement of Water Supply at Seppa Township (Phase-I)" was 
administratively approved by the State Government in March 1996 at an 
estimated cost of Rs. l .08 crore and was targeted for completion within three 
years. Accordingly, expenditure sanction was accorded by the Government in 

49 [(R!>. 134 80 + Rs.281 95 Rs.289.35)x 14328.225) 
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March 1996, and the work was taken up in the sairie month. However, no 
technical sanction was accorded till the date of Audit (Ji.me 2005). 

Scrutiny (June 2005). of records of the Executive Engineer, Public Health 
Engineering and Water Supply Division (E.E. PHE&WS), Seppa revealed that 
the Division incurred an expenditure of Rs.1.31 crore till March 2002 for 
completion of Mule Track and Log bridge, Drop inlet head work besides 
purchase of MS pipes (300 mm dia), GI pipes of various sizes and fittings. The 
Division thereafter stopped further work and kept the scheme in abeyance. The 
remaining components50 of the scheme were either not started or were left 
incomplete: 

Further scrutiny revealed that against the estimated provision of 350 Rm of 
350 mm dia MS pipes, the Division procured 1956.25 Rm MS pipes of 300 
mm dia at a cost of Rs.45.87 lakh from a local supplier. The pipes were 
procured between November and December 1998 although there was no 
provision in the estimate for these pipes and hence could not be utilised in 
works and remained idle as of date. The reason for procurement of 300 mm 
dia MS pipes in lieu of 350 mm dia MS pipes were neither on record nor could 
be explained to Audit. 

The EE, PHE&WS, Seppa stated (January 2006) that the Division had to stop 
the work as the scheme could not be completed within the sanctioned amount. 
He further stated that a revised estimate of Rs.1.90 crore was submitted to the 
Government in September 2002, which is yet to be sanctioned. 

Thus even after an expenditure of Rs. 1.31 crore the. purpose for which it was 
incurred was defeated. Due to purchase of 300 mm MS pipes worth Rs.45.87 
lakh in deviation of tendered specification the completion of the project was 
jeopardised; Further, since the revised estimates have not been approved for 
over four years, the original proposal was also not justified. 

The matter was reported to the Government in March2006; reply had not been 
received (November 2006). 

50 Collection channel and mixing basin for congluents, rapid sand filtration plant, storage 
tank, security fencing, store cum Chowkidar quarter - notstarted. 
Sedimentation Tank- Half done. 
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PUBLIC WORKS DEPARTMENT 

14.10 Unfruitful expenditure 

The Division incurred unfruitful expenditure of Rs.1.76 crore including 
loss of Rs.7.39 lakh towards the construction of RCC bridge over river 
Berrang alongwith flood protection works. 

Union Ministry of Road Transport & Highways accorded (May 2002) 
administrative approval to the work 'RCC bridge over river Berrang (span 80 
mtrs)' at an estimated cost of Rs.2.09 crore. Technical sanction was, however, 
not accorded till the date of Audit. The estimate of the work included mter 
alia construction of abutment, pier and wing wall besides river training and 
protection works. The work was awarded (February 2003) to a contractor at 
his tendered value of Rs.1.53 crore with the stipulated date of completion as 
March 2004. Till July 2005, only 86 per cent of sub-structure work had been 
completed alongwith flood protection work at a total expenditure of Rs.1.68 
crore. Thereafter, the contractor stopped (August 2005) the work without any 
recorded reason. The contractor resumed the work in November 2005 and 
again left the work in May 2006. Till September 2006, the Department had 
incurred a total expenditure of Rs. l.76 crore towards the work 

Scrutiny (December 2005) of records of the EE, PWD, Namsai Division 
revealed that the Chief Engineer (CE) at the time of finalisation of tenders 
(November 2002) directed that the flood protection work should be taken up at 
the end alongwith the superstructure works as it would require proper design 
of the guide bank specially on upstream of left bank. The EE, however, in 
violation of this order, procured 30,580 kg of sausage wire and 3444.74 cum 
of stone boulders between November 2002 and March 2005 at a total cost of 
Rs.31.35 lakh. Before taking up the flood protection works, these materials 
were kept on the river bank due to non-completion of the sub-structure of the 
proposed bridge but, due to flood in July 2004 materials worth Rs.7.39 lakh 
were washed away as detailed in Appendix - XXXIV. 

Thus, even after a period of over two years of stipulated date of completion, 
the work remained incomplete. No action was taken against the contractor for 
stopping work twice or to get work completed at his risk and cost and the 
entire expenditure of Rs.1. 76 crore proved unfruitful. Meanwhile materials 
purchased in advance of requirement got washed away resulted in loss to 
Government. 

The matter was reported to the Government and Department in May 2006; 
their replies had not been received (November 2006). 
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Due to iimabmty of the Depa:rtment in utmsing the Tourist Lodge 
crnmstmctedl at .Zemithanmg in Tawmmg Distirict, the expendlituire of Rs.50 
lakh iremained unproductive for a period of over th.iree years. 

For construction of a Tourist Lodge at Zemithang in Tawang District, the 
Government sanctioned (March 1997) Rs.33 lakh. The Director of Tourism 
(DOT), Itanagar released (March 1997) the entire amount of Rs.33 lakh to the 
Deputy Commissioner (DC) cum Chairman, District Rural Development 
Agency (DRDA), Tawang. Though the Tourist Lodge was constructed 
(February 1999) at a cost of Rs.33 lakh, it had no provision for rooms for 
drivers, approach road, culvert on the approach road and furniture. The 
Government further accorded (March 1999 and March 2001) administrative 
approval and expenditure sanction for Rs.17 lakh being the estimated cost of 
the above items and the DOT released Rsl 7 lakh to the Chairman, DRDA, 
Tawang between March· 1999 and March 2003. 

Scrut_iny (May 2006) of records of the DOT, revealed that though the Tourist 
Lodge with all the additional works was completed in March 2003, it was not 
taken over and utilized by the Department and the contractor, who constructed 
the Tourist Lodge, was looking after the assets; In October 2005, as per the 
decision taken by the DOT, the DC, Tawang invited tenders to lease out the 
assets on annual rental basis. Till the date of audit (May 2006), the Tourist 
Lodge was neither leased out nor any action taken to utilise the assets 
departmentally. 

Thus, due to the inability of the Department in utilising the assets created at a 
cost of Rs.50 lakh, the entire investment remained unproductive for a period of 
over three years. This also indicates that construction of the Tourist Lodge was 
not justified. 

The matter was reported to the Government in June 2006; reply had not been· 
received (November 2006). · 
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I Extra expenditure 

14.12 

CIVIL SUPPLIES/RELIEF, REHABILITATION AND 
DISASTER MANAGEMENT DEPARTMENT 

Extra expenditure 

The Department incurred extra expenditure of Rs.6.61 crore due to 
allowance of higher rate of carriage by headload. 

Consequent upon extension of re-organised Public Distribution System (PDS) 
to the interior locations covering the entire population of the State, the State 
Government decided (May 1999) that Land Transport Subsidy {LTS) would 
be admissible to all Fair Price Shops (FPS)/retail outlets at the carriage rate 
approved by the Government. Accordingly, the Government issued orders 
periodically approving the rate of LTS for different locations including rates 
for carriage by head loads. 

(a) Scrutiny (February 2006) of records of the Directorate of Civil 
Supplies (DCS) revealed that based on the rates of carriage by head loads 
fixed (May 2003) by the Government for Tawang District at Rs.170 per 20 kg 
load per stage, the Deputy Commissioner (DC), Tawang notified (May 2003) 
the rates of carriage by head loads per quintal of PDS items to different 
locations of the di strict. In September 2003, Government issued another order 
restricting the carriage rate of PDS items by headload to Rs.25 per 20 kg load 
per km in those places where the rate was higher. 

Although the carriage rate in Tawang was lower than the new regulated rate, 
the DC, Tawang in contravention of the Government order notified 
(November 2003) a revised rate raising the rate for carriage of PDS items by 
head to different locations of the district to Rs.25 per 20 kg load per km. The 
DCS while finali sing the carriage bills for carrying 936 quintals of superior 
kerosine oil (SKO) and 530 quintals of iodised salt to six different destinations 
by headload between October 2003 and April 2004 allowed the revised rate as 
classified by DC, Tawang without talcing into consideration the Government 
order. 

(b) Similarly, scrutiny of records (March 2006) of the Directorate of 
Relief, Rehabilitation and Disaster Management Department revealed that in 
order to provide assistance to the districts affected by the flood of 2003, the 
National Disaster Management Division, Union Ministry of Home Affairs 
recommended (January 2004) allocation of 24.800 M.T of rice plus re
imbursement of freight for carrying the rice from Food Corporation of India 
(FCI) depot to the districts as per the rates prescribed by State Government 
under the special component of SGRY to be utilised for creation of additional 
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wage employment in the flood affected districts. Out of the 24.800 MT of rice, 
5500 MT was allocated to Tawang District. 

Between February 2004 and June 2004, 2505 MT out of 5500 MT of rice were 
transported by head load to different destinations of Tawang from the nearest 
road point by a single contractor. The Department while finalising the 
contractor's claims of Rs.12.79 crore for transportation of the above quantity 
of rice by head load, allowed the revised rate as notified by DC, Tawang 
without taking into consideration the applicability of the Government order of 
September 2003. 

Thus due to erroneous revision of rate by the DC, Tawang and failure of the 
Departments to confirm the correctness of the rates with reference to the 
Government order resulted in an extra payment of Rs.6.61 crore 
(0.67 crore + 5.94 crore) as shown in Appendices - XXXV and XXXVI due 
to allowance of higher rate of carriage by headload to the contractors. 

The matter was reported to the Government/Department in April and May 
2006; reply has not been received (November 2006). 

IRRIGATION DEPARTMENT 

14.13 Extra expenditure due to adoption of higher rates 

The Division incurred an extra expenditure of Rs.13.29 lakh due to 
adoption of inflated rates. 

NEC accorded (January 2003) administrative approval to the scheme 'Flood 
Protection work on Lohit river to protect Sunpura circle and Assam area' at an 
estimated cost of Rs.2.17 crore. Technical sanction was, however, not 
accorded till the date of audit (December 2005). The estimate included inter 
alia construction of two nos. of spurs, 580 Rmt of plugging structures and 
three nos. of deflectors by laying boulders in sausage wire of convenient sizes. 

Test check (December 2005) of records of the EE, IFCD, Tezu revealed that 
between October 2003 and February 2005 the Division laid a total quantity of 
14729.69 cum of boulders @, Rs.175.40 per cum in spurs, deflectors and 
plugging structures for the aforesaid work through 24 contractors at a total 
cost of Rs.25.83 lakh. Scrutiny, however, revealed that the rates for laying of 
boulder in sausage wire as per SOR 1992 was Rs.48.45 per cum and taking 
into account the revised Jabour rates which were effective from May 2001, the 
Superintending Engineer (SE) analysed this rate at Rs.85.15 per cum. The EE, 
however, while preparing the detailed estimate for the work, re-analysed the 
same at Rs.175.40 per cum wherein an extra provision of 1.684 nos. of 
unskilled labour per cum was included thereby inflating the rate for the item of 
work by Rs.90.25 per cum. Reasons for inclusion of extra labour charges 
while analysing the rates were not on record. 
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Thus, adoption of higher rates for laying of boulders in sausage wire instead of 
the rates analysed by the SE led to an extra expenditure ofRs.13.2951 lakh. 

The matter was reported to the Government/Department in June 2006, their 
replies had not been received (November 2006). 

GENERAL 

I 4.14 Follow up action on Audit Reports 

As per the instructions issued by the Finance Department (June 1996), the 
concerned administrative Departments are required to prepare an explanatory 
note on the paragraphs/reviews included in the Audit Reports indicating the 
action taken or proposed to be taken and submit the 'Action Taken Note' to 
the Assembly Secretariat with a copy to (1) Principal Accountant General 
(Audit) and (2) Secretary, Finance Department within three months from the 
date of receipt of the report. 

Reviews of outstanding explanatory notes on paragraphs included in the 
Report of the Comptroller and Auditor General of India for the years from 
1994-95 to 2005-06 revealed that the concerned administrative Departments 
were not complying with these instructions. As of August 2006, suo motu 
explanatory notes on 63 paragraphs of these audit reports were outstanding 
from various Departments as detailed in Appendix - XXXVII. 

The Administrative Departments were required to talce suitable action on the 
recommendations made in the Reports of the PAC presented to the State 
Legislature. Following the circulation of the Reports of the PAC, the 
Departments were to prepare notes on action talcen or proposed to be talcen on 
the recommendations of the PAC and submit the same to the Assembly 
Secretariat. The PAC specified the time frame for submission of such A TN as 
one month up to the 5151 Report. Review of 13 reports of the PAC containing 
recommendations on 85 paragraphs in respect of 17 Departments included in 
Audit Reports as detailed in Appendix - XXXVIII presented to the 
Legislature between September 1994 and March 2006 revealed that none of 
these Depanments sent the ATNs to the Assembly Secretariat as of August 
2006. Thus, the status of the recommendations contained in the said reports of 
the PAC and whether they were being acted upon by the Administrative 
Departments could not be ascertained in audit. 

The matter was reported to Government in September 2006; reply had not 
been received (November 2006). 

51 14729.69x(/ 75.40-85. /5) 13,29,355 i.e. Rs.13.29/akli. 
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14.15 Failure to respond to audit objections aud compliance thereof 

402 paragraphs pertain§ng to 96 Inspection Reports involving Rs.68.95 
crore were outstanding as of March 2006. Of these, first replies to three 
Inspection Reports containing 20 paragraphs had not been received. 

Principal Accountant General (Audit) conducts periodical inspection of 
Government Departments to test check transactions and verify maintenance of 
important accounting and other records as per prescribed rules and procedures. 
When important irregularities detected during inspection are net settled on the 
spot, these are included in the Inspection Reports (IRs) that are issued to the 
Heads of the offices inspected with a copy to the next higher authorities. 
Government orders provide for prompt response by the executives to the IRs 
to ensure rectificatory action in compliance with the prescribed rules and 
procedures and to fix responsibility for the deficiencies, lapses, etc., noticed 
during inspection. Serious irregularities are also brought to the notice of the 
Heads of the Departments by the office of the Principal Accountant General 
(Audit). A half-yearly report of pending IRs is sent to the Secretary of the 
Department to facilitate monitoring of the audit observations in the pending 
IRs. 

Inspection Reports issued up to March 2006 pertaining to 69 offices of three 
Departments disclosed that 402 paragraphs relating to 96 IRs remained 
outstanding at the end of August 2006. Of these, 23 lRs containing 84 
paragraphs had not been replied to/settled for more than 10 years. Even the 
initial replies, which were required to be received from the Heads of offices 
within six weeks from the date of issue were not received from three offices 
for 20 paragraphs of three IRs issued between 1992-93 and 2005-06. As a 
result, the following serious irregularities commented upon in these IRs had 
not been settled as of August 2006. 

Table - 4.1 

Na1ure of lrregularitie~ \griculrure llcallh and 1-·amily Education 
Departmenl ~elfare Department 

Department 

'\oof Amo•mt Noor Amounl No of Amounl 
paras (Rs. in paras (Rs. in paras (Rs. in 

lal-.h) lakh) lakh) 

(1) I (3) (4) (!ft) (ti) (7) (8) 

Local purchase of smuonery m excess of 3 26 92 15 29.9 1 I 0.05 
authonsed limu~ and C><pt:nduure mci.rrcd 
wnhout sancuon 

'lon-<ib,crvlllcc of rule:> rdalmg 10 custc><h . . . . 11 . 
and handling ot cash. po~1u,,n a.id 
m:un1<:11aii.:c of ca,h Boo~ and Mu:>t.:r Roll 

Delay m recovery or non·re<:ovcry of . . II 7.59 18 29.53 
Departmenl rece1pt.-, ad\ancc, and other 
recovcmble charges 

Orawal of funds m ad\ ancc ol rcqu1rcmcnts - . 31 32·UC6 7 0 31 
n.»ulung 111 retenuon of mon;y m hand ti.>r 
long periods 

For want ot DC C bills I . 10 14 .77 12 592.4 1 

·or \\ant of APR., . . . . 4 81 Ill 
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(2) (3) (4) (5) (6) (7) (8) 

Non-maintenance of proper stores accounts - - - - 2 -
and non-conducting of physical verification 
of stores 

Payment of grants in excess of requirement - - - - - -
Sanction to write off loans, losses, etc., not - - - 3 18.81 
received 

Others 13 27.85 108 I !47.19 149 4593.85 

17 54.77 175 1524.32 210 5316.14 

Source: Information furnished by the Department 

The Secretaries of the concerned Departments, who were informed of the 
position through half-yearly reports, failed to ensure that the concerned 
officers of the Departments took prompt and timely action. No action was 
taken against the defaulting officers. 

It is recommended that the Government look into this matter and ensure that 
(a) action is taken against the officials who fail to send replies to !Rs/Paras as 
per the prescribed time schedule, (b) action is initiated to recover 
losses/outstanding advances/overpayments pointed out in audit in a time 
bound manner, and, (c) there is a proper system of expeditious compliance to 
audit observations. 

The matter was reported to the Government (September 2006); reply had not 
been received (November 2006). 
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CHAPTER-V 

INTERNAL CONTROL MECHANISM AND INTERNAL 
AUDIT SYSTEM 

HORTICULTURE DEPARTMENT 

5.1 Internal control mechanism and internal audit system in the 
Horticulture Department 

Highlights 

ltttemal control uses a system of rules, orders and procedures to provide 
111a11age111ent with a reasonable assurance that the entity is fi111 ctioni11g in 
tlte manner, which is eco11omical, efficie11t and effective. A built-ill illtem al 
control system and strict adherence to the provisions of statutes, codes a11d 
manuals minimise the risk of errors a11d irregularities and help to p rotect 
organisational resources against . loss due to wastage, abuse a11d 
mismanagement. A11 evaluation of the bttemal co11trols a11d intemal audit 
system in the Horticulture Department revealed weaknesses relating to non
compliance with rules in the areas of budgetary control, material 
management, expenditure control and operatio11al controls. 

There were persistent excesses/savings ranging between(-) 44 per cent and 
50 per cent indicating poor budgetary control. 

(Paragraph 5.1.7.2) 

Two Deputy Directors drew funds aggregating Rs.36.61 lakh during the 
period February 1994 to March 1998 through eight AC bills which have 
not been regularised through submission of DCC bills for eight to twelve 
years. 

(Paragraph 5.1.9.1) 

Internal audit of the accounts of the Directorate of Horticulture has not 
been conducted. 

(Paragraph 5.1.12.1) 

5.1.1 Introductio11 

Internal controls provide reasonable assurance to the management that 
financial interests and resources of the organization are safeguarded and 
reliable information is avai lable. Internal auditors, as an independent entity, 
examine and evaluate the level of compliance with the financial and other 
departmental rules and procedures and provide assurance to the management 
on the adequacy or otherwise of the existing internal controls. 
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The primary objective of the Horticulture Department in the State is to 
accelerate the growth of tropical, sub-tropical and temperate fruits, vegetables, 
spices and other cash crops such as medicinal and aromatic herbs and plants, 
ornamental flowers etc. 

5.1.2 Organisational set up 

The organizational set up of the Horticulture Department is detailed below:-

Chart-5.1 

l Secretary, Horticulture Department J 

' 

I Director I 
', 

Joint Director HQ I 

1 
, 

Joint Director ] Joint Director Joint Director I West Zone Central Zone East Zone 

l 1 
, 

Deputy 

I 
Horticulturists I District Horticulture I Directors Officers 

5.1.3 Audit objectives 

Audit objectives were to see whether the internal control system of the 
Department provides a reasonable assurance that the system is efficient to 
achieve its objectives through the following: 

~ Budgetary controls 

,. Financial controls 

y Expenditure controls 

).> Operational controls 

,, Effectiveness of [ntemal audit 
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(1) 

2001-02 

2002-03 
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5.1.4 Audit coverage 

Adequacy and effectiveness of the internal control mechanism, including the 
system of internal audit, in the Horticulture Department was reviewed in audit 
through a test check (April - May 2006) of the records of the Secretary, 
Horticulture, Director of Horticulture and six Drawing and Disbursing 
Officers (DDOs) in six districts52 (out of 16 districts) for the period 2001-06. 

5.1.5 Audit criteria 

The audit objectives were benchmarked against the following criteria: 

~ provisions of the General Financial Rules; 

~ provisions of Central Treasury Rules; 

~ departmental policies/rules and regulations; 

> Government notifications/guidelines issued from time to time; and 

> procedures prescribed for monitoring, evaluation and internal audit. 

5.1.6 Audit methodology 

Before taking up this review in April 2006, its objectives, scope and audit 
criteria were discussed with the Director, Horticulture in an entry conference. 
Information furnished by the Department ir. response to audit queries and 
questio1U1aires were used as audit evidence. The audit findings were forwarded 
to the Secretary, Horticulture Department in July 2006. The Department's 
replies wherever relevant and appropriate have been incorporated in the 
review. 

5.1. 7 Budgetary controls 

Budget provision and expenditure for the years 2001-02 to 2005-06 along with 
the excess/savings are given below: 

Table - 5.1 
(Rupees in crore) 

Section Budget Actual Excess(+)/ A mount Un-surrendered 

(2) 

Revenue 

Capital 

Revenue 

Capital 

52 

provision expenditure Sav ings(-) ~urrendered Savings 
(Original + (percentage) (percentage to total 

Supplementary) saving) 

(3) (4) (5) (6) (7) 

9.23 8.27 (-) 0.96 (10) 0.11 0.85 (89) 

l.23 l. 81 (+) 0.58 (47) -- --

9.36 7.82 (-) 1.54 ( 16) O. l l 1.43 (93) 

1.00 0.84 (-)0.16(16) -- 0.16 (100) 

Tawang, West Kame11g, Kurung Kumey, Papumpare, Lower D1ba11g Valley, Lower 
Subansiri. 
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2003-04 

2004-05 

2005-06 

Audit report for the year ended 31 March 2006 

(Rupees in crore) 

(2) (3) (4) (5) (6) (7) 

Revenue 14.53 8.14 (-) 6.39 (44) -- 6.39 (100) 

Capital 1.00 0.93 (-) 0.07 (7) 0.03 0.04 (57) 

Revenue 10.79 16.23 (+) 5.44 (50) -- --
Capital 100 1.09 (+) 0.09 (9) -- --

Revenue 12.54 11.96 (-) 0.58(5) 0.06 0.52 (90) 

Capital 0.92 0.63 (-) 0.29 (32) -- 0.29 (100) 

Source: Appropriation Accounts (Grant No.48) 

The following shortcomings were noticed in budgetary control: 

5.1.7.1 Budget estimates 

The State Government did not have any budget manual of its own and the 
provisions of the General Financial Rules are followed for formulation of 
budget and other financial matters. In case of Plan budget, the annual plan 
outlay is finalised in consultation with the State Planning Department. For 
effective control over budget as well as for estimation of savings "r excess 
over grants, monthly statements of expenditure are to be obtained from the 
DDOs. The Director, Horticulture (DH) could not provide any such statement 
to audit. The Department prepares the Non-Plan budget proposals by 
compiling the inputs obtained from all the DDOs and submits these to the 
Finance Department in a consolidated form. The year-wise date of receipt of 
mputs from the units and submission of the consolidated budget estimates to 
the Administrative Department, though called for, were not made available to 
audit by the concerned Department and Controlling Officer (CO). 

5.1. 7.2 Persistent savings/excess expe11diturelu11-surre11dered savings/ 
unnecessary demand for Supplementary Grant 

There were persistent excesses/savings ranging between (-) 44 per cent and 50 
per cent indicating poor monitoring and control over budget. The absence of 
proper monitoring was also evident from the fact that during the years 
2001-06, 57 to 100 per cent of the available savings were not surrendered. 
Further, during the years 2001-02 and 2003-04, the actual expenditure 
(Revenue Section) did not come up to the original provision in view of which, 
supplementary provision obtained was unnecessary. During the years 2001-02 
(Capital Section) and 2004-05 (Revenue Section) supplementary provision 
obtained was found to be inadequate. 

5.1.8 Filla11cial colltrols 

Scrutiny revealed that organizational controls were not effective m the 
Department leading to doubtful expenditure, loss of revenue, excess 
expenditure, etc., as brought out in the succeeding paragraphs. 
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seedling 

Pineapple 

Banana 

Orange 

Litchi 

Chapter V - Internal Control and Internal Audit 

5.1.8.1 Loss of revenue 

The District Horticulture Officer (DHO), Lower Dibang Valley, Roing 
distributed 48,553 orange seedlings from Citrus Nursery cum progency 
orchard among the farmers free of cost although the seedlings were to be sold 
at Rs.8 per seedling. Records revealed that although the DHO wrote (March 
2003) to the Government for permission for disposal of the seedlings to other 
DHOs where there was demand for the seedlings, no such permission was 
given by the Government. Meanwhile the seedlings became oversized and 
required to be uprooted. The DHO distributed the oversized seedlings among 
the farmers instead of other DHOs as requested by him from Government. 
Thus, failure on the part of the Government to convey the decision resulted in 
loss of revenue ofRs.3.88 lakh to the Government. 

5.1.8.2 Doubtful execution of plautation 

Scrutiny of records revealed that in one test checked district (Papumpare), 
plantation works for various fruits under the scheme Swabhiman Rozgar 
Yojna for the year 2004-05 were taken up as indicated in the table given 
below:-

Table-5.2 

Targeted Actual area Requirement of Actual Excess(+) 
area covered seedlings with respect procurement Le.'\S (-) 

(Hectares) (Hectares) to actual area of seedlings 

10 10 32,500 25.000 (-) 7.500 

10 13 2.60,000 2,00.000 (-) 60,000 

40 73 21,900 21,900 -
so 14 3.150 42.000 (+) 38,850 

From the above it may be seen that the Department was short of covering the 
targeted area in respect of litchi and over covered the area in respect of banana 
and orange. Further, the Department procured (May 2004) extra seedlings of 
litchi (38,850 seedlings) which was far in excess of requirement involving 
wasteful expenditure of Rs.3.40 lakh. Further, the coverage of area in respect 
of pine apple and banana as claimed (April 2005) by the Department is also 
doubtful in view of the fact that the Department did not purchase adequate 
number of seedlings for the said fruits. 

5.1.9 Expenditure coutrols 

5.1.9.1 No11-adjustme11t of Abstract Co11tillge11t bills 

Rules provide that drawals through Abstract Contingent (AC) bill require 
subsequent presentation of Detailed Countersigned Contingent (DCC) bill to 
the CO and its transmission to the Accountant General within thirty days. A 
certificate is also required to be attached to every AC bill to the effect that 
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DCC bills have been submitted to the CO in respect of all previous one month 
old AC bills (drawn more than a month before the date of that bill). 

It was noticed that two Deputy Directors drew amounts aggregating Rs.36.61 
lakh during the period February 1994 to March 1998 through eight AC bills 
for mushroom and walnut cultivation, repair of vehicles and purchase of 
petrol, oil and lubricant. But DCC bills had not been submitted to the AG till 
the date of Audit (May 2006). Consequently, these drawals had not been 
regularised for eight to twelve years. Failure to submit the DCC bill indicated 
a serious deficiency in control over expenditure. The possibility of 
fraud/misuse of the funds drawn on AC bills also cannot be ruled out in the 
absence of the corresponding DCC bill. The Department also failed to fix 
responsibility (May 2006) on the Deputy Directors who had drawn the amount 
on AC bills and had not submitted DCC bills subsequently. 

5.1.9.2 Irregular expenditure iii cultivation of fruit plants 

For cultivation of kiwi and walnut under an North Eastern Council (NEC) 
sponsored scheme, Government assistance was to be given to the selected 
beneficiaries for meeting the cost of barbed wire-fencing, fruit-plants etc., 
provided that their own contribution towards meeting the cost of jungle 
clearance, cost of layout, digging and refilling of pits, cost of wooden post, 
fencing etc., was equivalent to Government assistance. The State Government 
sanctioned and released Rs.40 lakh on this account to the District Horticulture 
Officer, Bomdila during 2003-04. The amount was spent on procurement and 
distribution of inputs for cultivation of 48.50 hectares of fruit gardens during 
2003-04. A review of the records ofDHO, Bomdila, however, revealed that as 
against the required beneficiaries' contribution of Rs. 40 lakh, they had 
contributed only Rs. 1.4:5 lakh. Thus, in the absence of proper cultivable area, 
fruitful utilisation of the Government contribution of Rs.40 lakh also remains 
doubtful. 

5.1.9.3 Exce~iS procurement & utilization of barbed wire 

As per estimate of the "Swabhiman Rojgar Yojana" scheme, barbed wire was 
to be issued to the beneficiaries at the rate of 450 Kg/hectare to fence the 
plantations. Three test checked districts, (Tawang, West Kameng and Kurung 
Kumey) were allotted 130 hectares, 135 hectares and 111 hectares of 
plantations respectively, for which 1,69,200 Kg of barbed wire was to be 
procured by the DHOs. Instead, the DHOs had purchased 1,73,842.71 kgs and 
distributed the entire quantity to the beneficiaries. An excess quantity of 
4,642.71 kgs amounting to Rs.2,03,350/- at Rs.43.80. Kg was procured and 
distributed unauthorisedly as shown below: 
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Sources: Information furnished by the DHOi · 

5.1.9.4 ... · E)fi:esspaym(!11U 
•• ' < • • • I : . ~ .'. ,- ·, 

·~. ' 
.1,· 

·--·: . - : .- ·. . ·. -, . ·, ·.:_;" )': . . .·._, .: ' . .: ·· .. · .. ' . 

(a) . The State Government fixe&:the rate for piJrchase of barbed wife at 
Rs:43.80 per kg inclusive ofalrtaxes and FOR (sales tax @ 8 per cent) 
d.estin:afion ·although as ·per Govermnent notification dated October 2001, 
barb~d wire\vas not included in the list of items taxable under Sales Tax. In 

.. furo test chebked districts~ (P~pumpate a11d Tawa11g), !t Was seen that Rs.48.60 
·. lakh was.paid (March200.5) to· suppliers withoutdeducting the excess amount 
included.in the rate. Thusthere was' an excess payment of Rs.3.60 lakh 
(RsA8.60+ 108 x 8}: .· 

(b). ··In. oti~ of the testic:hecked'ctistrlcts (Papumpare)~ it was. seen that an 
amount bf Rs.22,27,Sl 3/- was paid 'td ·five suppliers for supply of 47 ,094 kgs · 
of barbedwire at the rate ofRs.47.50 per Kg against Rs.43;80 per Kg, fixed by 
-the Government (March 2004). Thus, there was excess expenditlire ofRs:L74 
.lakh on procurement of barbed wire at higher rates~< . ' ' . 

. : ·-. . ' . ·.. ' : - .' ·: .- '. . ' '.. . ·. - ... -: . ,·. ~ . : . . ' " 

· Sol.1 {) · Operational controls . :. 

5.J.10.1' Abse1n~eofpla11is/actionphms 
;:' .. · 

! ~-- :; 

· For the su.~cessful·implementation c)f-schemes/prbgfammes, detailed planning· 
inciuding an action- plan indicating 'targets ;for achlevement · and key 
performance indicators are required )o be framed. Scrutiny of records, 
however, revealed that the Department did not maintain any records of 

. plans/action plans in respect of centrally sponsor~d schemes; Similarly in 
respect of : the . State; plan s~hem<;:s; · the Department did · not evaluate 
achievements against the targets. · 

;" " '. ·. " .- - . . ' . . . . 

J3esidesabove,_ scrutiny of record~ of the test-checked· districts. revealed the 
followjng shc)rtcomingsin operational controls. · 

- ' . . 
~ . ' . 
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:j.1.10.2 Absence of scheme evaluation/immitoring 
' ' 

The Horticulture Department spent Rs;6.50 , crore during · 2004-05 _on 
. procurement of seedlings. under the scheme >fu.'earit . for generation . of 

employment through :g~rdening over an area 9f 1840 hectares ~mong':Jhe 
unemployed. youth ... The/Govermnefit ;orders.Ji1 this. regard--'p[~};iq~(L {or. 
monitoring ·of the implementatipn_of the scheme ]Jy an empowereg,'gqµimihee, 
However; no information regarding formation of such a cori11ni.tt~f~a'.s ajade 

· available to Audit The· Departnient had aiso not carried . out;{~ahy\physl.ca:l 
. venficatlon/inspection to . see as to whether. the ·district level. uhits had . 
. distributed the seedlings prc;>Ctifed llnder the. scheme to the. genuine and 
eligible beneficiaries. " 

. , 5.1.10.3 Nmi-maintenance of records 
. . 

: .. '. . - . I -. , .'. - , , ·: _ ': . ,-·. . ' . , . . . ·' .. ~·· · .. • : . 

Production of apples was confined to the State Horticulture Em:m, B01ndila. 
The fm:m was established in 1976-77 ~overing an.area of 120.hectares. The 
basic objective of setting up this. farm was intr9duction; trial and adoption of 
fruit crops m,1der localagro-climatic condition. . . .. . 

I 

It was. seen in auditthatpo 'inv~ntoryfeglster of piantation offruit trees was 
. maintained in the farm. 'Information furnished PY the Horticulturist, Bomdila 

. revealed that during, the . p~riod the . average yie1d. of apple per tree ranged 
between 28 to 29 kg. No ~uthetiticated document regarding yieldof apple fruit 
per plant/standard nonn intliis regatd.was producedto Audit The Department 
~lso .did _not fix any specific production target for apple trees. Thus, in the 
absence of any norm~ the.~~tual productivity could.not be verified. ·. 

5.1.10.4 Loss in production of Blt1~k PepperSeedfings . __ ,- .. ·. ,. . . ' . _,· ,.; .:' ' 

. Scrutiny of records (ffthe Ce~tral Black PepperJ..,fors'ery, Naharlagun reveal~d .. 
that during 2002-03 and 2003-04, the DepartmentTncurred an. expenditure of 
Rs.8.52 lakh and a total number of 1,78;74853 live·plants were produced. Of 
this, 69, 198 plants .were distributed to DovemmentJ::?epartments/'beneficiaries, 
64,460 plants were lying;. in: the nursery and there was -no accqunt of 45 ,090. 

(002~03 1,05,ooo . 5,ooo . 1,00,000 .·. A.12 .4.12 .. 42;3j_O 12;600 
seedling : · 

.remained · 

i ,. 

i 
! 

2,05,000 
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plants valued at Rs.1. 86 lakh. The plants lying in nursery ( 64,460 plants) 
costing Rs.3.41 lakh had also deteriorated due to delay in distribution and 
plantation'. Thus, there was foss to the Government to the tune of Rs.5.27 lakh 
due to missing plants (Rs. 1.86 lakh) and delay in disti-ibution of plants 
(Rs.3.41 lakh). 

5~1.11 Failure to enforce accountability for non-settlement of 
Inspection Reports of the Principal Accountant General 

The irregularities noticed during the local audi(conducted by the Principal 
Accountant General (P AG) are communicated through Inspection Reports 
(lRs) to the heads of offices with a copy to the next higher authority. A half 
yearly report' of pending IRs are sent by the P AG to the Secretary of the 
concerned administrative· Department 'to facilitate monitoring of action on the 
reports . 
. -- - ,,_; ' - _- ' .- . _' 

' . - . 

As of June2006, 164 patagraphs relating to 41 IRs issued between April 1989 
to December 2004, relating to Director of Horticulture (DOH) and 14 other 
DDOs were outstanding either due tO non receipt ofreplies or the replies being 
,incomplete~ .· 

Large pendency of IRs indicated failure of the· concerned ·controlling officers 
to initiate action with regard to the points raised in the IRs. The concerned 
Secretary of the administrative Department also failed to ensure timely action 
by the concerned controlling officers. 

5.1.12 Internal audit 

5.1.12.1 Non existence of internal audit 

Internal audit is necessary to evaluate the efficacy of internal controls. In June 
1999, a separate Directorate, viz., Directorate of Audit and Pensions, was 
created, entrusting, inter-alia, the responsibility of internal audit of accounts 
of various Government Departments in the State. 

According to the information furnished (May 2006) by the Finance and 
Accounts Officer, Internal Audit , of Accounts of the Directorate of 
Horticulture, was not condueted during the five year period ending March 
2006. 

Thus, the adequacy and effectiveness of the accounting and internal control 
system were not evaluated by the· Director of· Horticulture through · an 
independent agency. 

The matter was reported to the Government (July 2006); reply had notbeen 
received (November 2006). 
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5.1.13 Conclusion 

Internal controls were inadequate and ineffective in the Horticulture 
Department. Arrangements for internal audit too were inadequate_. This would 
adversely impact implementation of horticultural programmes/schemes. 

5.1.14 Recommendations 

. On the basis ~f the shortcomings and deficiencies pointed out in the foregoing . 
paragraphs, the following recommendations are maqe: 

o Evoilve a comprehensive monitoring a,ind evaluation system 
both at the district levelas wen as the State Ilevel to achieve 
desireidl impllementatnon of schemes; 

Detailed plans indicating targets in respect of CentrnHy 
Sponsored Schemes ~irnd State Plan Schemes should be framed; 
mull 

. . 

@. fotern.al audit should be undertaken to evah:a.ate the efficacy .of 
the intenrnU contrnl system. 
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Table 6.8 

!'lame of ta\ Opening Cttses due for Total Cases Balance Percentage 
balance assessment finalised at the of column 

during the l.luring close of 5 to 4 
year the year the }'ear 

(1) (2) (3) (4) (5) (6) (7) 

.ah. n' 
Central sales 352 1,834 2,186 162 2.024 7 

ta\ VAT 

It appears from abo e, that the percentage or final assessments was merely 
seven per cent of the total assessments due upto 2005-06. Government has not 
fixed any norm quantifymg the number of assessments to be completed by 
each assessing officer dwing a particular period. 

6.1.9 Arrears of rel1e11ue 

The arrears under land revenue head as on 31 March 2006 anlounted to 
Rs. 9.07 crore of which Rs. 7.23 crore was outstanding for more than five 
years. 

Arrears of revenue in respect of state excise and sales tax are nil and 
particulars in respect of motor vchicl~ taxes and environment and forest are 
awaited (November 2006). 

6.1.10 Result of audit 

Test check of records of sales tax, land rc,·enue, State excise, motor vehicles 
tax, forest receipts and other receipts conducted during 2005-06 revealed 
under assessment/ non levy/ short levy/ loss of revenue of Rs. 40.15 crore in 
99 cases. During the year, the Departments accepted short/non levy and under 
assessment of Rs. 3.14 crore in 35 cases pointed out in 2005-06 and in earlier 
years and recovered Rs. 59.53 lakh. No reply has been received in respect of 
remammg cases. 

This chapter contains 23 paragraphs involving Rs. 8 69 crore The 
Department/Government accepted 12 cases mvolvmg Rs. 6.91 crore of which 
Rs. 0.06 crore was recovered upto November 2006 and three cases involving 
Rs. 0.37 crore had not been accepted. Report on recovery in these cases and 
reply in other cases had not been received (November 2006). 

6.1.11 Failure of senior officials to enforce accountability a11d protect 
interest of Government 

The Principal Accountant General (Audit), Meghalaya, Arunachal Pradesh and 
Mizoram, Shillong conducts periodical inspection of various offices of 
Government/Departments to test check the correctness of assessments, levy 
and collection of tax and non tax receipts and verify the maintenance of 
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accounts and records .·as per Acts, Rules and procedures prescribed by 
Govemment/bepartments from time to time. These inspections are followed 
'by inspection reports (IRs) issued to the heads of office inspected with copies 
to the higher authorities. Serious irregularities noticed in audit are also brqught 
to the notice of Government/heads of the Department, by the office of the 
Principal Accountant General (Audit), Meghaiaya, Anirtachal Pradesh and 
Mizoram, Shillong. A half yearly report regarding pending IRs is sent to the · 
secretaries · of the concerned Department to facilitate monitoring and 
.settlement of audit objections raised in these IRs through interVention of 
Government. 

IRs issued upto December 2005 pertaining to offices under sales tax, state 
excise, land revenue, motor vehicle taxes and forestreceipts disclosed that'482 
observations relating to 167 IRs involving money value of Rs. 136.86 crore 
remained outstanding at the end of June 2006. Of these, 47 IRs containing 74 
observations involving money value of Rs. 9.30 crore had not been settled for 
more than five years. The year wise position of outstanding IRs and 
paragraphs is detailed in Appendix - XXXIX. 

In respect of 63 observations relating to 18 IRs involving money value of 
Rs. 15.63 crore issued upto March 2006, even first reply from the 
Department/Government had not been received (November 2006}. 

It is recommended that Government prescribe · a time schedule for regular 
submission of reply to !Rs/paragraphs for settlement 

The position of old outstanding !Rs/paragraphs Was reported to Government in 
July 2006; reply had not been received (November2006). 

6.1.12 Response of the Departments to draft paragraphs 

The ·.draft paragraphs are forwarded to the·. secretaries of the concerned 
Departments through demi official letters drawing their attention to the audit 
findings and requesting them to send their reply' within six weeks. The fact 
that the replies from the Departments have not been received. are invariably 
indicated at the end of each such paragraph includedin the Aud~t Report. 

Twenty three draft paragraphs proposed for inclusion in this Report were 
forwarded demi officially to the secretaries of the respective Departments 
during May 2006 and June 2006. Besides, the Chief Secretary to the State 
Government was also requested to arrange for discussion of the issues raised 
in the draft audit paragraphs for effective inclusicn1 of the views/comments of 
Government in the Audit Report, Despite these efforts, no response was 
received in respect of twenty two draft paragraphs and these have been · 
included in this Report without the response of Government. 
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6.1.13 Follow up on Audit Report- summarised position 

With a view to ensure accountability of the executive in respect of all the 
issues dealt :with in various AudifReports, the Shakhder Committee, appointed 
to review the response of the State Government to Audit Reports, 
recommended (March 1993 ), . inter alia that the concerned. Departments of the 
State Government should without waiting for the receipt of any notice or call 
from the Public Accounts Committee (PAC), submit suo motu replies on all 
paragraphs and reviews featuring· in the Audit Reports within three months, 
and, submit action taken notes (ATN) in respect of recommendations of the 
PAC within the dates as stipulated by the PAC or within a period of six 
months whichever is earlier. 

While accepting the recommendations (1996), Government specified the time 
frame of three months for .submission of suo motu replies by .the concerned 
Departments. The PAC specified the time frame for submission of ATN on 
their recommendations as one month upto 49th Report. 

Reviews of outstanding explanatory notes on : paragraphs included in the 
Report of the Comptroller and Auditor General .of India for the years from 
1988-89 to 2004-05 revealed that the concerned administrative Departments 
were not complying with these instructions. As of November 2006, suo motu 
explanatory notes on 46 paragraphs of these audit reports were outstanding 
from various Departments as detailed in Appendix - XL. 

Review of four reports of the PAC containing recommendations on 15 
paragraphs in respect of Forest, Finance and Excise Departments presented to 
the Jegislat4re between September 2001 and March 2003 revealed that the 
Departments had failed to submit ATN on the recommendations made by the 
PAC as detailed below :· 

· Tablle 6.9 

Thus, due to failure of the Department to comply with the instructions of the 
PAC the objective of ensuring accountability remained unfulfilled. 
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fF•enalty of Rs. 12.53 crore was ll!Ot realised from 785 offenders for 
~nauthorised occupation of 2,824. 7812 hectares oHmrnd nn reserve forests. 

Under Section 72 (C) of the Assam Forest Regulation 1891, (AFR), as adopted 
by Government of Arunachal Pradesh and Rules framed thereunder, if any 
person unauthorisedly occupies any fand in a reserve forest in which he has 
not been allowed to settle, the divisional forest officer (DFO) shall eject or 
order him ·to vacate the land fo1ihwith and confiscate or destroy any crops 
raised and any building constructed on such land. Further, the rules provide 
that if any person intentionally disobeys such order to vacate the forest land, 
he shall be liable to pay penalty which may extend to Rs. 500 and if such 
disobedience iScontinued, he shall be liable to pay further penalty which may 
extend to Rs. 100 per.day during the period such breach continues: 

Test check ofrecords of the Principal Chief Conservator of Forests, Anmachal 
Pradesh in May 2005 revealed that during 1981-82 to 2004-05, 785 persons 
unauthorisedly occ1ipied 2,824.7812 hectares land in reserved forest under 13 
forest divisions55 of Arunachal Pradesh. The concerned DFO::. served eviction 
notices between February 2000 and March 2002 on th~ encroachers for 
vacating the forest land without confiscating or destroying any crops raised or 
any building constructed. The encroachers did not comply with the notices and 
continued to occupy the aforesaid forest land unauthorisedly till the date of 
audit (May 2005). The Department did not initiate any further action to evict 
the encroachments either. Penalty upto Rs. 12.53 crore for the period from 
2000-01 to 2004.:.05 could have been levied. · 

After this was pointed out in July 2005, the PCCF stated in March 2006 that 
the Goverrnnent had adopted the AFR and not the rules framed thereunder. 

The contention of not adopting the Rules under AFR is not tenable as the 
provisions for issue of eviction notice and levy of penalty are both governed 
by the Rules framed under A.FR. 

The· matter was reported to Government in July 2005; their reply has not been 
received (November 2006). 

55 Dibang forest division; Seppa fm'est division; Deomali forest division; Banderdewa 
forest division; Khellong forest division; Hapoli forest division; Along forest division; 
Namsai forest division; Yingkiong forest division; Lohit forest division; Namdapha; 
Itanagar Social forestry division; Pasighat jbrest division. 
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I 6.3 Illicit removal of forest produce 

Loss of revenue of Rs. 3.59 lakb due to illicit removal of 168.63 cum of 
timber by miscreants. 

Under the AFR 189 1 and Rules framed thereunder (as adopted by Government 
of Arunachal Pradesh), felling of trees and removal of forest produce from the 
reserve forest area without valid pass constitutes a forest offence punishable 
with fine. Forest produce felled/removed illegally is also liable to be seized by 
the Forest Department. Rate of royalty of A I and B II class timber ranges 
between Rs. 5,2 10 and Rs. 499. 

Test check of records of the DFO, Khellong forest division, Bhalukpoog in 
June 2005 revealed that in 111 cases, trees of different species were illegally 
felled between July 2003 and March 2005 and the entire outturn of 168.63 
cum of timber valued at Rs. 3.59 lakh was removed by miscreants. Removal of 
timber by miscreants from the State reserve forest indicates inadequate 
enforcement of forest protection. This resulted in loss of revenue of Rs. 3.59 
lakh. 

After this was pointed out in July 2005, the DFO while admitting the facts 
stated in October 2005 that it was not possible to confront the heavily armed 
miscreants due to non availabi lity of forest protection force and armed forest 
staff. 

The matter was reported to Government in July 2005; thei r reply has not been 
received (November 2006). 

6.4 Loss of revenue due to non transportation of timber to safer 
place 

Failure to transport logs of soft wood species led to loss of revenue of 
Rs. 2.49 lakh. 

The AFR (as app li cable in Arunachal Pradesh) provides that when there is 
reason to believe that a forest offence has been committed in respect of any 
forest produce, such produce shall be seized and brought to the forest depot 
under intimation to the higher authority and to the court for speedy trial and 
disposal. 

In Bomdila forest division, it was noticed in June 2004 that in a JOmt 
inspection conducted (February 2002) by the Assistant Conservator of Forests, 
Mobile Squad and Range Officer, Nafra Range, 69 illegally felled Chirpine 
trees/logs measuring I 01.362 cum valued at Rs. 2.49 lakh were seized and 
handed over to the Range Officer, Nafra Range. The DFO, Bomdila forest 
division approached the Conservator of Forests, Western Arunachal Circle in 
February 2002 to provide fund for dragging and transporting the same to safe 
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custody. However, till date.of audit, neither any fund was provided nor were 
the logs transported to safe depot. Meanwhile, Chirpine, being a soft species, 
deteriorated within one year of its being felled due to exposure to the vagaries 
of weather leading to loss ofrevenue of Rs. 2.49 lakh. · 

The matter was reported to the Department/Government in July and November 
2004; their reply has not been received (November 2006). 

[
Loss of revel!lm.e of Rs. 83.68 lakh dUte to concealme. nt of number of bfazes, 
faul a reement and d.ela in finalisation of workin Ian. 

6.5.1 Government of Arunachal Pradesh (GOAP) fixed royalty on pine resin 
per blaze per season at Rs. 15 up to March 2001 and Rs.17 thereafter. 'Number 
.of trees tapped and blazes put are enumerated by the range staff and royalty is 
realised on . total number of blazes put. Clause 40 of the approved working 
scheme for resin tapping in Bomdila forest division, stipulates the average 
yield of resin per blaze at 4 kilogram (Kg). GOAP executed an agreement with 
a lessee for extraction of 'pine resin' from specified pine trees within the 
forest areas under Bomdila forest division in April 1991 for 10 years and 
subsequently renewed ii;i September 2001 for another span of 10 years. 

Test check of records. of the DFO, Bomdila in April 2005 revealed that a 
licencee extracted 29.36 lakh kgs of resin from pine. trees on payment of 
royalty of Rs. 89.70 lakh during the period 2000-01 to 2002-03. As per norm 
·although 7 .34 lakh blazes were required to extract 29 ,36 lakh kgs of resin, the 
licencee paid royalty for only 5.50 lakh blazes. Less enumeration of 1.84 lakh 
blazes led to loss of royalty of Rs. 29.47 lakh. Thus, failure of the concerned 
range staff to enumerate the actual number of blazes put by the licencee, 
resulted in loss ofrevenue of Rs. 29.47 lakh. 

' '· ' 

6.5.2 It was judicially held by the Honourable Supreme Court (January 1998) 
that for harvesting forest produce, a working plan (WP) should be prepared 
within a period of two years and got approved by Government of India (GOI). 
In case WP .is not prepared within the timeframe, harvesting shall remain 
suspended untilthe same is prepared and approved by the GOI. 

It was noticed that the division prepared and submitted the WP (12 August 
2003) belatedly, after lapse of more than five years from the date of the order 
.oftheApex Court, which was duly approved by GOI on 30 October 2003. The 
operation of resin tapping was, however, not. cmTied out during 2003-04 and 
:no royalty was realised. Thus, delay on the part of the DFO in finalising and 
. getting the WP approved, led to non tapping of 2.29 lakh blazes during the 
harvesting season of 2003-04 resulting in loss ofrevenue of Rs. 38.93 lakh. 

6.5.3 The terms and conditions of the agreement entt:;red into by GOAP and 
·.the· 1essee stipul~ted, inter-aha, that the lessee shall pay prescribed royalty on 
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total number of blazes put. The terms and conditions of the agreement 
however, did not provide any penal clause against the lessee in the event of his 
failure to put blazes on the entire stock of pine trees as per approved WP to 
safeguard Government revenue. 

It was seen that 2. 17 lakh pine trees with 2.29 lakh blazes were available for 
extraction of pine resin for the period from April 2004 to March 2005 as per 
approved WP. But the Jessee tapped only 1.38 lakh trees with 1.38 lakh blazes 
during the aforesaid period. Balance 0.79 lakh trees with 0.91 lakh blazes 
were not tapped by the Jessee for no recorded reason. The DFO also could not 
initiate any action against the lessee in absence of any penal clause in the 
agreement in this regard. Thus, execution of faulty agreement led to loss of 
revenue of Rs. 15.28 lakh. 

The cases were reported to the Department and Government in June 2005 and 
April 2006; their reply has not been received (November 2006). 

EXCISE DEPARTMENT 

I 6.6 Non realisation of security deposit 

Failure of the Department to take action resulted in non realisation of 
security deposit of Rs. 8.25 lakh. 

The GOAP, Excise Department in their notification of 23 March 2004, fixed 
security for retail licenses of IMFL at Rs. 0.25 lakh with immediate effect. 

Test check of records of the Superintendent of Excise (SE), Lohit District, 
Tezu in February 2005 revealed that 33 retail license holders neither deposited 
the security amount nor was any action initiated by the Department to realise 
the amount of security till the date of audit. Inaction on the part of Department 
resulted in non realisation of securi ty deposit of Rs. 8.25 lakh. 

After this was pointed out in June 2005, the SE whi le admitting the facts 
stated in May 2006, that security deposit of Rs. 5.50 lakh was realised from 22 
retailers and the remaining amount would be recovered. Real isation of 
balance amount of Rs. 2.75 lakh from 11 retailers, however, has not been 
intimated (November 2006). 

The case was reported to Government in June 2005; their reply has not been 
received (November 2006). 
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Failure of the Department to reaUse Hcel!llce fee mrnd pena!ty before 
cancellation of two licences led to foss of revemr0J1e of Rs. 8.45 lakH:n. 

Under the Arunachal Pradesh Excise Act 1993, and Rules made thereunder, 
licence granted for dealing in IMFL shall remain valid for one year from the 

•· date ofissue. On expiry. of its validity period, the licencee shall either return 
t.he licehce or get it renewed on payment of prescribed annual fee in advance. 
If he fails to get the licence renewed on payment of prescribed fee before 
expiry of validity period of licence he shall be liable to pay penalty in addition 
to the fee, at the rate of Rs. 70 per day for the period of default in. payment of 
fee. . 

Test_ check of records of the SE, J~ohit district, Tezu. in February 2005 revealed 
that licences of two wholesale vends of IMFL were valid upto December 2001 
rind December 2002 respectively. On expiry of the validity periods of the 
licences, the proprietors neither got their licences renewed nor returned the 
same to the issuing authority and continued their business unauthorisedly. The 
Department did not initiate any action either to realise the prescribed fee and 
penalty for delay in renewal oflicence or to take over the stock of IMFL for 
recovery of dues. Both the licences were, however, cancelled in August 2004 
without realising Government revenue although security deposit of Rs. 50,000 
in each case was forfeited. This resulted in loss ofrevenue ofRs .. 8.45 lakh. 

After this was pointed out in June 2005, the SE while admitting the facts 
stated in May 2006 that notices had been issued to the proprietor of wholesale 
vends to deposit outstanding dues. But there was no possibility of realising the 
balance dues. 

The case was reported to Government in June 2005/ April 2006; their reply has 
not been received (November 2006). 

Faillure of the Department to initiate action against a !essee led tl(]I mm 
realisation of additional royalty of Rs. 1.79 cirore. 

Rule 23 (1) of the Petroleum a.rid Natural Gas Rules, 1959 (PNG Rules) 
envisages that if any royalty is not paid by the lessee to the State Government 
within the time specified for such payment, the amount of such royalty shall 
be increased by an additional 10 per cent for each month or portion thereof 
during which such royalty remains unpaid. 
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Test check of records oLthe Director of Geology and Mining (DGM), AP, 
Itanagar in.· April · 2005 revealed that·. GOAP executed a lease agreement in. 
September 1997 'with a lessee for extraction of cnide oil. The agreement 
stipulated, · inter alia, that the lessee should pay royalty to the State 
Government within 30 ·days of the month to which .the operation/extraction 
relates. The lessee extracted 70,230 tonnes of crude oil between October 2002 
to December · 2004 and after delay ranging between one and four months 
deposited royalty of Rs. J 1. 72 crore between February 2003 and March 2005. 
The Department did not levy additional royalty of Rs. 1. 79 crore for the delay. 

After this was pointed out in: June 2005, the Department stated in March 2006 
· that demand notice for depositing additional royalty.has been issued. Report 

on recovery is awaited (November 2006). 

The case wa:sreported to, Government in June 2005 and April 2006; their reply 
ha.s not been recyived (Neryember 2006). . 

Failmre of the )>epartment to imditiate actfollll against a lessee led to short 
realisation of rnyalty and additional :royalty of Rs. 11. 71 lakh. 

Rule 14 (2) of the PNG Rµles, envisaged that a lessee shall, within seven days 
of every month, furnish full and proper return to the State Government 
showing the quantity .of crude oil obtained/extracted· during the preceding 
month from the area leased out. These rules further stipulate that, the lessee 
shall pay the State Government royalty at the rate prescribed by GOI from 

. time to time. In .ease of non payment of royalty within the. stipulated time, the 
same shall be -increased by 10 per cent for each month or portion of a month 
during which such royalty remains unpaid. 

Test check of records of DGM, Arunachal Pradesh, Itanagar revealed in April 
2005 , that a lessee extracted 6, 113 tonnes of crude oil involving royalty of 
Rs. 51.96 lakhas per monthly reports during October to December 2002. But 
the lessee paid royalty of Rs. 49.52 lakh for 5,826 tonnes of crude oil during 
the same period. The differential royalty was neither paid by the Jessee nor -. . . 

was any action initiated by the Department to realise .the same. This resulted in 
short realisation of royalty of Rs. 2-44 lakh. Besides, additional royalty of 

. Rs. 9 .27 lakh was also leviable. . · · 
~ . . . . . . . . 

After this was poil'1ted out in June 2005, the Department in May 2006 stated 
that demand .has been raised against the lessee. Report ·on recovery has not · 
been intimated (November 2006). · 

·The case was reported to Government in June 2005 and April 2006; their reply 
has not been received (Nov~mber 2006). 
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UD.due financial benefit extended to a Hessee by nncorpornting fower rate 
of royalty in the agreement resulltfog in short ii'eaiHsatfo:n of revenlllle of 
Rs. 3.64 crore. · · 

. . 

. GOI periodically determines the royalty payable on minerals which is 
. collected and appropriated by the State Goverriments. Accordingly, agreement 

. is to be executed between the lessee and the State Government stipulating 
inter alia, that the lessee shall pay to the State Government royalty at the rates 
prescribed by GOI from tinie to time in terms of provisions of the PNG Rules. 
The rates of royalty prescribed by Go'I during the period April to December 
2004 varied between Rs. 1,492 and Rs. 2,072 per tonne. 

Test check of records of the DGM; Itanagar revealed in April 2005 that a 
mining lease agreement was executed on 21 October 1997 between a lessee 
and GOAP fixing royalty of Rs. 528 per tonne of crud.e oil for a period of 20 
years without. any reference to the prevalent rates of royalty effective from 16 
June 1995. The lessee extracted 31,884.61 tonnes ofcrude oil between April 
and-December 2004 and paid royalty of Rs. 1.68 crore at the rate of Rs. 528 
per tonne against Rs. 5 .32 crore foviable atthe rates prescribed by GOI during 
the afore~aid period. Thus, . incorporation of inappropriate rate in the 
agreement resulted in short realisation of revenue of Rs. 3.64 crore besides 
undue benefit to the lessee~ This loss could .have been avoided, had 
Government· stipulated in the agreement, that payinent of royalty would be 
111ade at prevalent Government rates as' was done in case of Oil India Limited, 
a public sector undertaking. 

· After this was pointed o~t in April 2005, the Depaftment while admitting the 
.. facts stated ·in May 2006, that the lessee was·· asked to deposit the balance 

amount of royalty. The reply was, however, silent about the reasons for 
execution of faulty agreement which led to short re,alisation ofrevenue. 

The case was reported to Government in June 2005 and April 2006; their reply 
has not been receivc:d (November 2006): 

Err~iieous allotment of 5.17. lakh sq m of Iamr to NEEPCO led to non 
realisation ofland revenue of Rs. 67.25 lakh and recurring loss of revenue 
of Rs. 10.35 lakb. every vear. · 

. . 

The GOAP, Land Management Department instructed (July 1994) all the 
Deputy Commissioners (DC) to realise land revenue at the rate of Rs. 5 per 

138 



Chapter VI - Revenue Receipts 

sq.mas premium (one time payment)plus annual lease rent at Rs. 2 per sq. m 
with effect from April 1994 for land allotted to any organisation for industrial 
purposes. Separate rates were, however, prescribed for State/Central 
Government Departments. 

Test check of records of the DC, Land Revenue, Bomdila in May 2005 
revealed that the GOAP, Land Management Department allotted 43,25,600 
sq m of land in Trizine, Singachung and J amziri area of West Kameng district 
in November 2001 to the North Eastern Electric Power Corporation Limited 
(NEEPCO) for establishment ofKameng Hydro Electric project, Kimi Power 
House. The above allotment included 5,17,300 sq m of Government land in 
Jamziri area. NEEPCO being a commercial organisation engaged in 
production and distribution of power, was liable to pay premium and annual 
lease rent of Rs. 67.25 lakh on, the aforesaid land for the period from 
November 2001 to October 2005. But the Department did not charge any 
premium and lease rent for the aforesaid land which resulted in non realisation 
of land revenue of Rs: 67 .25 lakh. Further, there will be annual recurring loss· 
of Rs. 10.35 lakh towards lease rent till the allotment order is rectified. 

After this was pointed out in May2005, the DC, Land Revenue, Bomdila 
while admitting the facts stated in June 2006 that NEEPCO was directed to 
pay the premium and lease rent immediately. Report on recovery is awaited 
(November 2006). 

The case was reported to Governmentin July 2005 and April 2006; their reply 
has not been received (November 2006). 

A reglistered dealer concealed. taxable tUllrnover of Rs. 1.58 crn:re and 
evaded tax of Rs.15. 76 ialkh and penanty of Rs. 23.64 lakh. 

Under the provisions of Arunachal Pradesh Sales Tax Act (APST Act), 1999 if 
any dealer conceals turnover or furnishes incorrect particulars of such turnover 
in any return, he shall be liable to pay penalty in addition to the tax payable by 
him a sum not exceeding one and a half times of tax due. 

Test check of records· of the Sup.erintendent of Taxes (ST), Papumpare, 
Zone I, Naharlagun in September 2005 revealed that ·a dealer disclosed sales 
turnover of Rs. 18.06 lakh for the period from April 2002to March 2004 and 
was assessed in December 2004 accordingly .. Further scrutiny of C form 
iltilis.ation statements revealed that the dealer actually sold goods valued at 
Rs. 1.76 crore during the aforesaid period. Thus, the dealer concealed turnover 
of Rs. · 1.58 crore which escaped the notice of the assessing officer (AO) 
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leading to evasion of tax of Rs. 15.76 lakh. Besides; penalty not exceeding 
Rs. 23.64 lakh was also leviable. 

The matter was reported to the Department/Government in October 2005 and 
March 2006; their replies .have not been received (November 2006). 

fUIDJ.dernssessment of tax of Rs. 2.38 fakb. and penalty of Rs. 3.57 ftalkh as 
~Jrnover of Rs. 29.71 fakb esca ed assessment. 

Under Section 18 (1) of the APST Act, if the AO has reason to believe that 
· whole or any part of turnover of the dealer in respect of any period has 

escaped assessment to tax, he may after giving the dealer a reasonable 
opportunity of being heard and making such . enquiry as he considers 
necessary, proceed to determine to the best of his judgment the amount of tax 
due from the dealer in respect of such turnover. Further, if the dealer conceals 
any part of his gross turnover, the AO may direct that, in addition to amount of 
tax so assessed, a sum not exceeding one and half times the amount of tax due 
shall be recovered by way of penalty. 

Test check of records of the ST, Papumpare, Zone I, Naharlagun in September 
2005 revealed that a dealer imported taxable goods valued at Rs. 1.80 crore for 
the period from April 2002 to March 2004. The AO determined the sales 
turnover after adding 10 per cent profit on such purchase and completed the 
assessment accordingly in December 2004. Further scrutiny revealed that 
although the dealer mentioned that four C forms remained unutilised during 
the aforesaid period, he actually imported goods worth Rs. 27.01 lakh by using 
those C forms. This resulted in under assessment of tax of Rs. 2.38 lakh. 
Besides, penalty not exceeding Rs. 3.57 lakh was not levied. 

After this was pointed out in October 2005 and March 2006, the AO while 
admitting the facts stated in June 2006 that concealment was due to belated 
submission of utilisation statement of 'C' forms. The report on reassessment 
and recovery of tax is awaited (November 2006). 

The matter was reported to Government in October 2005 and March 2006; 
their replies have not been received (November 2006). 

A dealler was levied tax of Rs. 76.52 lakh instead of Rs. 81.77 !akh . . 
resulting in llrn.dernssessment of tax of Rs. 5.25 lakb.. 

Under the provision of the APST Act, the authority which made an assessment 
may at any time within three years from the end of the financial year in which 
such assessment was made and of its own motion rectify any arithmetical 
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mistake apparent from the record. In Arunachal Pradesh, motor vehicle is 
taxable at therate of 12 per cent. 

Test check of records of the' ST Zone - II, Itanagar in December 2005 revealed 
that a dealer disclosed turnover of sales of Rs. 7. 63 crore for the period from 
April 2003 to March 2004 as per books of account. The AO, however, while 
making the assessmentin August 2005 levied tax of Rs. 76.52 lakh instead of 
Rs. 81.77 lakh calculated at the rate ()f 12 per cent. Mistake in computation of 
tax by the AO resulted in under assessment of tax of Rs. 5.25 lakh. 

After this was pointed out in March 2006, the AO stated in August 2006 that 
sale of spare parts of Rs. 48.98 lakh taxable at the rate of eight pet cent was 
al.so included in the turnover .. The reply is not tenable as sale of spare parts of 
Rs: 8 .18 lakh was assessed separately by the AO. 

The case was reported to Government in March 2005;.their reply had not been 
received (November 2006). . J 

Gram.t of inadmissnble exemptiollll oft~xabie tllllmover of Rs. 1.24 crore led 
to lll!J1u:iernssessment of tax of Rs. 9.92iakh. 

Under the provision of APSTAct, tax payable by idealer shalLbe at the rates 
specified under schedule I annexed to the Act Act further provides that, sale 
of goods specified under schedul.e II shall be exempted. Cement is taxable at 
the rate of eight per cent .. 

Test checkofre~ords of the ST, Papumpare; Zone I, Naharlagun in September 
2005 revealed that a dealer-sold cement valued atRs. 1.89 crore during the 
period betwee.n April 2002 and March 2004 and the AO assessed the dealer in 
February 2005 _after deducting turnover qf Rs, 1.24 crore as specified in 
schedule II. Since cement is not specified in schedule II and is taxable at the 
rate of eight per cent as per schedule J:, grant of exemption of Rs. · i.24 crore 
was inadmissible and led to urider assessment of tax of Rs. 9.92 lakh; 

The case was reported to the Department and Government in October 2005; 
, their reply has not beenreceived (November2006) .. 

A dealer concealed turnover of Rs. 43J .. 5 lakh and evaded tax of Rs. 3.45 
lakh and penalty of Rs. 5.18 lakb.. 

Under the provisions of APST Act, if the Commissioner is· sa'tisfied that any 
dealer conceals any part of his turnover or furnishes incorrect particulars of 
such turnover; he may direct that such dealer shall, in addition to any tax or 
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interest payable by him, pay by way of penalty a sum.not exceeding one and 
half times the amount of tax sought to be evaded. 

Test check ofiecords of the ST, Papumpare, Zone!, Naharlagun in September 
2005 revealed that a cement dealer (A) in his statement, disclosed purchase of 
cement valued at Rs. 43.15 lakh from another dealer (B) registered in the same 
circle during the period from April 2002 to March 2004. Cross verification of 
records revealed that the dealer 'B' did not disclose sale of cement to dealer 
'A' during the aforesaid period. Thus, dealer. 'B' concealed turnover of 
Rs. 43.15 lakh and evaded tax of Rs. 3.45 lakh calculated at the rate of eight 
per cent. Besides, maximum penalty of Rs. 5.18 lakhwas also leviable. 

The case was reported to the Department and Government in October 2005; 
their reply has not been received (November 2006). 

Undernssessment of tax of Rs. 7,71 lakh due to irregular grant of 
exemptim:r of Rs. 82.63 lakh. 

Under clause (b) of Rule 14(1) of APST Rules 2000, a dealer who wishes to 
,deduct from his gross turnover ainount of sales on the grolind that he is 
making a sale to a registered dealer in the state for.further sale of the goods, 
shall, produce a declaration in form 'A' obtained from the purchasing dealer in 
this behalf. Cement and electronics items are taxable at the rate of eight and 12 
per cent respectively with effect from April 2002. -

6.17.1 Test check of records of the ST, Papumpare, Zone II, Itanagar in · 
·December 2005 revealed that a cement dealer disclosed gross turnover of 
Rs. l.30 ciore during the period from April 2002 to March 2004 and claimed 
deduction of Rs.· 5 5 .19 lakh being sale covered by form 'A' and the AO also 
assessed th~ dealer accordingly in February 2005. Further scrutiny, however, 

. revealed that ·the turnover deducted was not supported by any declaration in 
·· forin 'A'. Thus, deduction of Rs. 5 5 .19 lakh allowed from the gross turnover 
was inadmissibleand resu.lted iri underassessmentof tax of Rs~ 4.42 lakh. 

6.17.2 Similarly, another dealer dealing in· electronics items registered in the 
same zone claimed exemption of Rs. 34.21 lakh being sales, supported by fonn 
·'A' and the AO assess'ed the dealer accordingly in August 2005. Further 
scrutiny, however, revealed that out of Rs. 34.21 lakh, the dealer furnished 
declaration, for Rs. 6. 77. 'lakh only'. Thus,: exemption granted for the balance 
amount of Rs. 27A4 lakh was inadmissible and resulted in underassessment of 
tax of Rs. 3.29 lakh. 

After this was pointed out iri March 2006, the AO in respect of the former case 
'stated in August 2006 .that deduction. allowed was supported by 'A' forms. 
The reply is not tenable as further scrutiny revealed that these forms were 
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issued by the. purchasing dealers after the date of completion of assessment. 
. No reply has been received in respect of later case: 

The cases were reported to Government in March 2006; their reply has not 
been.received (November 2006). 

A non registered dealer irregularly procured one C form. and imported 
goods valued at Rs. 37.69 lakh resulting in !loss of revenue of Rs. U.30 
la kb. 

Under section 7 of the Central Sales Tax Act (CST Act) 1956, any dealer 
liable to pay tax under the sale tax laws of the appropriate State shall possess a 
certificate of registration granted by the competent authority. Further, rule 
12(6) of the CST (Return and Turnover) Rules, 1957 states that, form 'C' shall 

. be obtained by the purchasing dealer in the State in which he is registered. 
Commissioner of Tax (COT) is responsible for proper custody and accountal . 
of declaration form. Act further provides that, whoever falsely represents 
while purchasing goods in course of interstate trade that such goods are 
included in his certificate of registration, shall be liable to pay penalty not 
exceeding one and a half times the tax due. Glassware is taxable at the rate of 
12 per cent with effect from. April 2002. 

Cross verification of records of the ST, Guwahati with those of the ST, 
Papumpare revealed that. a dealer stated to have been registered in Pap ump are 
district, imported glassware valued at Rs. 37.69 lakh against one form 'C' 
from a dealer of Assam during the period from July 2002 to May 2003 in 
.course of interstate trade or cominerce. It was, hqwever, noticed that the dealer 
was neither registered with the ST, Papumpare not was the 'C' form issued by 
the COT, AP. This resulted in loss of revenue of Rs. 11.30 lakh including 
penalty.· 

After this was pointed out in October 2005, the ST, Papumpare while 
confirming the aforesaid facts referred .. the matter to the COT for further 
action. Reply of the COT is awaited (November 2006). · 

The case was reported to Government iri November 2005 and April 2006; their 
reply has not been received (November 2006). 
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FaHuure to register a dealer and dleduct tax at sollllrce Iled to evasion of tax 
of Rs. 5.30 fakh. 

Under Section 10(1) of the APST Act, no dealer liable to pay tax shall carry 
on business unless he has been registered and possesses a certificate of 
registration. The Act empowers the AO to register a dealer if he fails to apply 
for registration~ The Act further provides for deduction of tax at source at the 
rate of four per cent in respect of works contract. 

Cross check of records of the Executive Engineer, Rural Works Division (E.E, 
RWD), Papumpare, Itanagar with those of the ST, Papumpare revealed that a 
dealer executed a works contract, valued at Rs. 1.33 crore between April 2002 
and March 2004. The dealer neither applied for registration nor was he 
registered by the AO as required under the Act. The amount of tax was also 

. not deducted by the Rural Works Department at the time of making payment. 
Thus, lack of coordination between EE, RWD, Papumpare and ST, Papumpare 
resulted in evasion of tax of Rs. 5.30 lakfr 

After this was pointed out in November 2005, the. AO while admitting the 
facts stated in August 2006 that tax was not deducted by the Government 
Department due to delay in receipt of Government.notification. The reply ~s 
however silent regarding action taken to register the dealer and recover the 
tax. 

The case was reported to Government in November 2005; their reply has not 
been received (November 2006). 

A deaReir was iriregUtlariy allowed! exemption of Rs. 14.58 fakb. resllllltllnng in 
lll!ndernssessment of tax -of Rs. 2.39 lakh Jindmdlinng interest. 

Under the CST Act and ·Rules framed thereunder, interstate sales to 
Government Departments duly supported by certificate in form 'D' are taxable 
at the concessional rate of four per cent. Sales of goods to Government 
Department within the state are taxable as per schedule I attached to the local 
Sales Ta,x Act. Electrical and electronic goods are taxable at the rate of 12 per 
cent. 

Test check of records of the ST, Papurripare, Zone II, Itanagar revealed in 
December 2005 that a dealer sold electronic goods of Rs. 14.58 lakh to 
Government Departments within the state during the period from April 2002 
to March 2005 against foim 'D' and claimed exemption from payment of tax 
and the AO assessed the dealer in August 2005 accordingly, Since sale to 
Government Departments within the state is intrastate sales, grant of 
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exemption was inadmissib le. This resulted m under assessment of tax of 
Rs. 2.39 lakh including interest. 

After this was pointed out in March 2006, the AO stated in August 2006 that 
purchasing Government Department had been asked to pay the tax. Report on 
recovery is awaited (November 2006). 

The case was reported to the Government in March 2006 and April 2006; their 
reply has not been received (November 2006). 

I 6.21 Underassessment of tax due to incorrect deduction 

Underassessment of tax of Rs. 2.92 lakh due to irregular allowance of 
deduction of Rs. 36.48 lakh. 

Under Section 7 of the APST Act, in determining the taxable turnover of a 
dealer, a deduction on account of tax collected by him is allowed from the 
gross turnover in accordance with the prescribed formula. 

Test check of records of the ST, Papumpare, Naharlagun revealed in 
September 2005 that turnover of two dealers for the year 2002-03 and 2003-04 
was determined at Rs. 4.87 crore after adding 10 per cent profit on cost price. 
Though the element of tax was not included in the turnover, an amount of 
Rs. 36.48 lakh was deducted from the taxable turnover by the AO. Such 
inadmissible deduction resulted in underassessment of tax of Rs. 2.92 lakh. 

The matter was reported to the Department/Government in October 2005 and 
Apri l 2006; their reply has not been received (November 2006). 

I 6.22 Turnover escaped assessment 

Three dealers sold cement valued at Rs. 3.29 crore but disclosed turnover 
of Rs. 1.81 crore and evaded tax of Rs. l 0.99 lakh and penalty of Rs. 16.49 
lakh. 

Under Section 18 of the APST, if the AO has reason to believe that whole or 
any part of the turnover of a dealer in respect of any period has escaped 
assessment to tax , he may after giving the dealer reasonable opportunity of 
being heard, and making such enquiry as he considers necessary, proceed to 
determine to the best of his judgment, the amount of tax due from the dealer in 
respect of such turnover and may also direct that in addition to the amount so 
assessed, a sum not exceeding one and half times the tax due shall be 
recovered from the dealer by way of penalty. 

Test check of records of the ST, Papumpare, Zone I and II, Naharlagun and 
Itanagar in September and December 2005 revealed that three registered 
dealers disclosed sales of 2,25,839 bags of cement valued at Rs. 3.71 crore 
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during 2002-03 and 2003-04. Further scrutiny .of TDS challans by audit 
revealed that the turnover included sale of 82,760 bags of cement to 
Government Departments valuing Rs. 1.91 crore at the rate of Rs. 230 per bag. 
The remaining 1,43,079 bags of cement were sold to private consumers on 
which turnover of Rs. 1.81 crore at the rate of Rs. 126 per bag was disclosed 
by the dealer instead of Rs. 3 .29 crore calculated at the prevalent rate of 
Rs. 230 per bag56

. The AO accepted the returns and assessed the dealers 
-accordingly in July 2004. Thus, turnover of Rs. 1.48 crore57 escaped 
assessment and tax of Rs. 10.99 lakh was evaded by these dealers. Besides, 
penalty of Rs. 16.49 lakh was also leviable. 

After this was pointed out in October 2005 and March 2006, the AO stated in 
June 2006 that Government approved rate was applicable only in departmental 

. purchase and was not at all related to market price. The reply is not tenable ·as 
Government approved rate was based on prevailing market price relating to 
that period. 

The cases were reported to Government in October 2005 and March 2006; 
their reply has not been received (November 2006). 

Nolll irealisatfolll oJf motor vehftde tax of Rs. 39.()3 Ilalklln from the owl!llers oJf 
242 commercfal vehicles led to m1rnuthornsed · pHyillllg oJf vehicles wlithmllt 
payment of tax, besides 110111 Hevy of pellllalty of Rs. 9.76 Kakh. 

The Arunachal Pradesh Motor Vehicle Taxation Act (APMVT Act) 1984, 
provides that road tax at the prescribed rate shall be levied and collected 
annually/quarterly/ monthly as the case may be, on all motor vehicles used or 
kept for use in the state unless any vehicle is exempted from tax based on an 
application to the effect that the vehicle would not be used in any public place . 
and the registration certificate is surrendered. The Act further provides that in 
the event of failure to pay the tax due, the taxation officer shall in addition to 
the tax due, levy and collect penalty of one fourth of the annual tax and 
proceed to recover the same as an arrear of land revenue. 

Test check of records of the DTO, Yupia in February 2004 revealed that 
although 242 owners did not obtain any exemption by surrendering their 
registration certificates, they did not pay road tax of Rs. 39.03 lakh due 
between 2000-01 to 2004-05. The Department also did not levy minimum 
penalty an1ounting to Rs. 9.76 lakh. 

56 

57 
Theprice at which cement was sold by the dealer to Government Departments. 
(1,43,079 X Rs .. 230)-Rs .. 180.71 lakh. · 
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After this was pointed out in June 2004, the DTO, Yupia stated (June 2006) 
that as per suggestion of audit, the cases had been sent to bakijai officer58 

(BO) for recovery of dues as arrears of land revenue. Report on recovery by 
BO is awaited (November 2006). 

The matter was reported to Government in June 2004; their reply has not been 
received (November 2006). 

I 6.24 Non realisation of fitness fee 

Non realisation of fitness fee of Rs. 4.21 lakh from the owners of 1,280 
vehicles led to unauthorised plying of vehicles without fitn ess besides non 
levy of minimum fine of Rs. 25.60 lakh. 

Section 56 of the MV Act provides that, a transport vehicle shall not be 
deemed to be validly registered unless it carries a fitness certificate (FC) 
issued by the competent authority. FC issued to new transport vehicles is valid 
for a period of two years and is to be renewed annually thereafter on payment 
of prescribed fees. The Act further provides for a minimum fine of Rs. 2,000 
for the first offence and Rs. 5,000 each for subsequent offences. The 
enforcement staff are required to conduct periodical check of vehicles to 
ensure that no vehicle plies on road without a valid FC along with other 
requirement of the Act and Rules. 

Test check of records of the DTO, Yupia revealed in February 2004 that 2,254 
transport vehicles were registered upto March 2000 out of which 974 vehicles 
renewed their FCs between April 2002 and March 2003. The remaining 1,280 
vehicle owners neither renewed their FCs nor surrendered their certificate of 
registration. The enforcement staff of the transport Department also failed to 
detect these vehicles plying without FC, resulting in non realisation of fitness 
fee of Rs. 4.21 lakh and minimum fine of Rs. 25.60 lakh. 

After this was pointed out in February 2004, Government stated in July 2006 
that all the cases had been forwarded to the designated BO to recover the 
amount as arrears of land revenue but the BO failed to trace out the owners of 
the vehicles. Thus failure of the Department to take timely action led to loss of 
revenue of Rs. 29.81 lakh. 

58 Recovery officer. 
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CHAPTER - VII 

GOVERNMENT COMMERCIAL AND TRADING 
ACTIVITIES 

7 General 

This chapter deals with the results of audit of Government companies and 
departmentally managed commercial undertakings. 

Paragraphs 7.1.l to 7.1.16 give an overview of Government companies and 
departmentally managed commercial undertakings, and paragraphs 7.2 to 7.4 
deal with miscellaneous topics of interest. 

7.1 Overview of Government companies and departmentally 
managed commercial undertakings 

7.1.1 Introduction 

As on 31 March 2006 there were five Government companies (three working 
companies and two non-working companies59

) and two departmentally 
managed commercial undertakings viz., State Transport Services and State 
Trading Scheme60 as against same number of Government companies and 
departmentally managed commercial undertakings as on 31 March 2005 under 
the control of the State Government. The results of audit of the Power 
(Electricity) Department are also incorporated in the Commercial chapter 
(Para 7.1.16 refers). The accounts of the Government companies (as defined in 
Section 617 of Companies Act, 1956) are audited by Statutory Auditors who 
are appointed by the Comptroller and Auditor General of India (CAG) as per 
provisions of Section 619(2) of the Companies Act, 1956. These accounts are 
also subject to supplementary audit conducted by the CAG as per provisions 
of Section 619(4) of the Companies Act, 1956. The accounts of 
departmentally managed commercial undertakings are audited by the CAG 
under Section 13 of CAG's (Duties, Powers and Conditions of Service) Act, 
1971 . 

59 

60 

Non working Government companies are those that are in the process of liquidation/ 
closure/merger, etc. 
State Transport Services and State Trading Scheme of Transport Department and 
Supply Department respectively are commercial in nature and proforma accounts are 
prepared by them. 
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Working Public Sector U11dertaki11gs (PS Us) 

7.1.2 Investment in working PS Us 

As on 31 March 2006, the total investment in three working PSUs 
(Government companies) was Rs.14.60 crore61 (equity Rs.9.04 crore and long 
term loan62

: Rs.5.56 crore) as against total investment of Rs.16.90 crore 
(equity : Rs.8.94 crore and long term loans : Rs.7.96 crore) in three working 
PSUs (Government companies) as on 31 March 2005. 

Decrease in investment in 2005-06 as compared to the previous year was 
mainly due to repayment of loans (Rs.2.40 crore) by PSUs in Forest sector. 

The summarised statement of Government investment in the working 
Government companies m the form of equity and loan is given in 
Appendix - XLI. 

As on 31 March 2006, the total investment in working Government 
companies, comprised 61.92 per cent of equity and 38.08 per cent of loans as 
compared to 52.90 per cent and 47.10 per cent respectively as on 
31 March 2005. 

7.1.3 Budgetary outgo, grants/subsidies, guarantees, waiver of 
dues and conversion of loans into equity 

The details regarding budgetary outgo, grants/subsidies, guarantees issued, 
waiver of dues, and conversion of loans into equity by the State Government 
to working Government companies are given in Appendices - XLI & XLIII. 

The budgetary outgo in the form of equity capital, loans and grants/subsidies 
from the State Government to working Government companies for the three 
years upto 2005-06 was Rs.nil, Rs .10 lakh and Rs. 10 lakh respectively. 

The Government had guaranteed the loans aggregating Rs.12 crore obtained 
by one working Government company (SI. No.3 of Appendix - XLIII) in 
2003-04. 

At the end of 31 March 2006 the guarantees amounting to Rs.5.56 crore 
against two Government companies were outstanding. 

7.1.4 Finalisation of accounts by working PS Us 

The accounts of the companies for every financial year are required to be 
finalised within six months from the end of relevant financial year under 
Section 166, 210, 230, 619 and 619-B of the Companies Act, 1956 read with 

61 

62 

State Government investment was Rs.9. 04 crore (others :Rs.5.56 crore). Figure as per 
Finance Accounts 2005-06 is Rs.27. 77 crore. The difference is under reconciliation. 
Long term loans mentioned in the para 6.1.2 and 6.1.8 are excluding interest accrued 
and due on such loans. 
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Section 19 of the Comptroller and Auditor General's (Duties, Power and 
Conditions of Service) Act, 1971. They are also to be laid before the 
Legislature within nine months from the end of financial year. 

It can be seen from Appendix - XLII that none of the three working 
Government companies had finalised their accounts for the year 2005-06 
within the stipulated period. During the period from August 2005 to 
September 2006 only one working Government company finalised its account 
for the year 2004-05. 

The accounts of all the three working companies were in arrears for periods 
ranging from one to 12 years as on 30 September 2006 as detailed below: 

Table 7.1 

Number of working 
Year from which accounts 

Number of years for 
Reference to SI. No. 

Government are in a rrea rs which accounts are in of Appendix-XLll comoanies arrear 

1 2005-06 1 1 

1 1999-2000 to 2005-06 7 3 

1 1994-95 to 2005-06 12 2 

It is the responsibility of the Administrative Departments to oversee and 
ensure that the accounts are finalised and adopted by the companies within 
prescribed period. Though the concerned Administrative Departments and 
officials of the Government were apprised quarterly by the Audit regarding 
arrears in finalisation of the accounts, no effective measures have been taken 
by the Government and, as a result, the net worth of these Government 
companies could not be assessed in audit. 

7. 1.5 Filla11cial position and working results of working PS Us 

The summarised financial results of working PSUs (Government companies) 
as per their latest finalised accounts are given in Appendix - XLII. 

According to the latest finalised accounts of three working Government 
companies all the three companies had incurred an aggregate loss of Rs.4.97 
crore. 

7.1.6 Loss incurring working Govem ment companies 

One company, out of the three loss incurring working Government companies, 
(SI. No. I of Appendix - XLII) had accumulated losses amounting to 
Rs.16.80 crore which has eroded its paid up capital ofRs.2.07 crore. 

151 



Audit report for the year ended 3 I March 2006 
. ·~ - p .• 3- -- - Se·- n-S# E-"' ··N' -.g.u ... 

'7.1.7 Return on capital employed 

-
As per the latest annual ;iccounts finalised upto September 2006, the capital 

~ . . M 
employed worked out to Rs.49 .26 crore and total return thereon amounted 
to Rs.(-) 4.02 crore as compared to total return ofRs.{:) 5.40 crore in the 
previous year. The details ·of capital employed and total return on capital 
employed in case of.· working Government companies are given in 
Appendix - XLil 

Non-working Public Sector Undertaki'ngs (PS Us) 

7.1.8 Investment in mm;-workingPSUs 

As on 31 March . 2006, the total investment in two non-working PSUs 
(Goveinment companies).was Rs.3.15 ctore (equity: Rs.0.42 crore and long 
term .loans: Rs.2.73 crore) .. There was no. change in the total investment as 
compared to 2004-05. 

The plants of both the non-working . Governpleµt companies remained 
inoperative from December 1986 and)uly 1987 and all the el11ployees had 
been retrenched. Although Iio budgetary support was extended during 2005-06 
to the non-working companies· for disbursement of salaries and wages, the 
proposals for disposal of ·assets (including plant and machinery) of the 
companies were pending for long with the Government. 

7.1.9 · Finalisation of accounts' ofiwn.,workfog Government companies 

The accounts of jwo non,..working companies w~re in arrear for periods 
. ranging from 19 to 22 years as on 30 September 2006 as can be seen from 
Appel!lldliix - XLllL 

7.1.10 Financial · position and working results of non-working 
. ·Government companies 

·The summarised financial results of non-working Government companies as 
per their latest finalised accounts are given in Appendix - XLII. 

The summarised details of paid.,.up capital, -net worth, cash loss and 
accumulated loss of one non-working PSU(Sl. No.4 ofAppelDldix - XLH) as 
per its latest finalised accounts are given below while the other non-working 

· PSU (SL No.5 of Appe1rndlix -XJLH) vvas in construction stage. · 

63 

64. 

Capital employed represents net fixed assets (including capital work-in-progress) plus 
working capital except .in case of Arunachal Pradesh Industrial Development and 

Financial Corporation Limited, where it represents a mean of aggregate of opening 
. and closing balances· of paid-up-capital, free reserves . and borrowings (including 
refinance). 

F 01· calculating total return on capital employed, interest dn borrowed fund is added to 
net profit/subtracted from the loss as disclosed in profit and loss account. 
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Table 7.2 
• (Rupees in lakh) 

Year Pa id-uo caoita l Net worth0~ Cash loss66 Accumula ted loss 

1986-87 13.50 83.42 1.78 15.40 

7.1.11 /11temal Audit 

The Statutory Auditors (Chartered Accountants) are required to furnish a 
detailed report upon various aspects including the internal audit/internal 
control systems in the companies audited by them in accordance with the 
directions issued by the CAG to them under Section 619(3)(a) of the 
Companies Act 1956 and to identify areas which need improvement. 
Accordingly, the Statutory Auditors in their reports qualified that one 
Company (SI. No.1 of Appendix - XLII) did not have any internal audit 
system. 

7.1. 12 Recommendations for improvillg performance or closure of 
Gover11 men t com pa 11 ies 

Even after completion of 28 years of its existence, the turnover of one working 
Government company, viz., Arunachal Pradesh Industrial Development and 
Financial Corporation Limited, had been less than Rupees five crore in each of 
the preceding five years of the latest finalised accounts. The Company also 
had been incurring losses for five consecutive years (as per latest finalised 
accounts) leading to negative net worth of Rs.13.29 crore. In view of poor 
turnover and continuous losses, the Government may take measures either to 
improve the performance of the Company or consider its closure. 

7.1.13 Response to l 11spectio11 reports, draft paras a11d reviews 

Observations made during audit and not settled on the spot are communicated 
to the heads of the companies and concerned Departments of State 
Government through Inspection reports. The heads of the offices/companies 
are required to furnish replies to the Inspection reports through respective 
Heads of Departments within a period of six weeks. Inspection reports issued 
upto March 2006 pertaining to seven Government companies/departmental 
commercial undertakings and Power (Electricity) Department disclosed that 
368 paragraphs relating to 63 Inspection reports remained outstanding at the 
end of September 2006. Of these, 24 Inspection reports containing 98 
paragraphs had not been replied to for more than five years. Department-wise 
break-up of Inspection reports and audit observations outstanding as on 30 
September 2006 is given in Appendix- XLIV. 

Similarly, draft paragraphs and reviews on the working of the Government 
companies and departmentally managed commercial undertakings are 
forwarded to the Principal Secretary/Secretary of the Administrative 

65 

66 
Net worth represents paid up capital plus f ree resen ·es less accumulated loss. 

Cash loss represents loss for the year less depreciation for the year. 

153 



Audit report for the year ended 31 March 2006 

Department concerned demi-officially seeking confirmation of facts and 
figures and their comments thereon within a period of six weeks. Three draft 
paragraphs which were forwarded to the Department of Power and 
Environment and Forest Department during April and June 2006 as detailed in 
Appendix - XLV have not been replied to so far (November 2006). 

It is recommended that the Government should ensure that (a) procedure exists 
for action against the officials who fail to send replies to Inspection 
reports/draft paragraphs/reviews as per the prescribed time schedule, (b) action 
is taken to recover loss/outstanding advances/overpayments in a time bound 
schedule and (c) the system ofresponding to audit observations is revamped. 

7.1.14 Position of discussion of commercial chapter of Audit Report 
by the Committee 011 Public U11dertaki11gs (COPU)/Public 

Accounts Committee (PAC) 

The position of reviews/paragraphs of Commercial Chapter of Audit Reports 
discussed in COPU/P AC as on 31 March 2006 was as follows: 

Table 7.3 

Period of Total number of reviews/ pnragraphs Number of reviews/paragraphs 
Audit Reports anneared in Audit Re11ort discussed 

Reviews Part2ranhs Reviews Parauaohs 

1987-1988 2 2 2 I 

1988-1989 - 3 - 2 

1989-1990 - I - -
1990-1991 I I I I 

1991-1992 - 4 - 3 

1992-1993 I I I I 

1993-1994 I 3 I 3 

1994-1995 - 5 - l 

1995-1996 - 2 - I 

1996-1997 - 5 - 3 

1997-1998 - 4 - 3 

1998-1999 I 4 - -
1999-2000 I 4 - -
'.!000-2001 - 6 - 3 

2001-2002 I 7 - 4 

2002-2003 - 4 - 3 

2003-2004 I 4 - -
2004-2005 - 3 - -

7.1.15 Departmentally managed Gover11me11t commercial and 
quasi-commercial 1111dertaki11gs 

Though the State Transport Services and the State Trading Scheme (Central 
Purchase Organisation) of Transport and Supply Directorates are commercial 
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in nature and are functioning as such, they had not been declared as 
commercial organisations by the Government (November 2006). 

Preparation of proforma accounts of the State Transport Services for 
2005-06 and of the State Trading Scheme for 2002-03 to 2005-06 were in 
arrears. The arrear in finalisation of accounts was last brought to the notice of 
the Government in October 2006. 

The financial position, working resu lts and operational performance of the 
State Transport Services for the three years upto 2004-05 as per finalised 
accounts are given in Appendix - XL VI. 

During last three years upto 2004-05, the State Transport Services had 
incurred operating losses varying from Rs.8.76 crore to Rs.20.26 crore and net 
losses varying from Rs.14.17 crore to Rs. 26.38 crore. As on 31 March 2005, 
the accumulated Joss stood at Rs.147.14 crore which was 93.06 per cent of 
capital of Rs.158.12 crore. As analysed in audit, the losses were attributable to 
high incidence of operating expenditure which increased from Rs.15. 73 crore 
in 2002-03 to Rs.21.09 crore in 2004-05; poor load factor for low density of 
population; concession to students and staff; operation on un-economic routes; 
competition from private bus/sumo operators and high percentage of off-road 
vehicles. 

The working results of the State Trading scheme for the three years upto 
2001-02 as per finalised accounts are given in Appendix - XL VII. 

With effect from September 1975, the selling price of each commodity had 
been fixed by adding 30 per cent to cost price to cover the overhead charges. 

During the three years up to 2001-02, the actual overhead charges worked out 
to a higher percentage as follows: 

Table 7.4 
(Rupees in lakh) 

1999-00 2000-01 2001-02 

1. Overhead charges 
263.64 216.40 390.95 

(items (b) and (c) of trading expenses) 

2. Cost of procurement (opening 
399.17 396.57 ~39.59 

stock plus purchases less closing stock) 

3 . Percentage of overhead cost to cost of 
66.05 54.57 163.17 

procurement (percentage of I to 2) 

The reasons for higher percentage of overhead charges to cost of procurement 
was attributable to high incidence of establishment and contingent charges 
which alone constituted 49.08 per cent, 50.99 per cent and 121.79 per cent of 
cost of procurement during the three years respectively. 
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7.1; 16 . Pi;.wer (Electricity) Department. 

The operational perf~nna~ce ()f the [)epartment for the last three. years upto 
2002-03 is given in Appel!lldix ~ XI,VUI. Submission of performance data for 

: .2003-'.04, 2004-05 and 2005~06 by the Department 1s awaited 
(November 2006). 

The Auxiliary Consumption was excessi.vely high ranging from 7:41 to 8.46 
per cent of total power generated, 

The ·transmission and distribution.(T&D)losses·ranged from 49.22 to .56,12· 
per cent to total power available for sale as against the nonrts of 15 .5 per cent 
fixed by the.Central Electricity Authority (CEA). During three years upto 

. 2002-03, the excess 'f&D loss beyond norm was 172 MU(Rs.27.81 crore in 
financial.terms). . ... 

During the three years upto 2002:.03,· the losses per-unit sold were Rs.6.~7,; 
Rs.6.13 andRs.4.44 respeptively. The.total expenditure during the period was 
Rs.57.82 crore, Rs.57.85 crore <,1.nd Rs.53,55 ·qr9re respectively as against · 

. revenueof Rs.13~60 crore, Rs.1L79 crore and Rs,12 crore in respective years . 
. The Department incurtedlosses amounting to Rs.44:22 crore, Rs.46.06 crore 
and Rs.41.55 crore during the three years upto March 2003 respeetively . 

.. -._. 
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PARAGRAPHS 

POWER DEPARTMENT 

I 1.2 Extending undue favour to a consumer 

Undue favour to a consumer through non observance of the provisions of 
the power purchase agreement and consequent short/non-billing of 
energy valued at Rs.3.12 crore and surcharge of Rs.0.74 crore. 

Department of Power (DOP), entered into (April 2004) a Power Purchase 
Agreement (PPA) with Adani Exports Limited (AEL), Ahmedabad to sell 
surplus energy during peak and off-peak hours. The delivery point of energy 
was Bongaigaon sub-station of Power Grid Corporation of India Limited. 

The PP A, interalia, provided that the energy supplied by the DOP at the 
delivery point, as measured by North Eastern Regional Electricity Board 
(NEREB) in its Regional Energy Accounting (REA), would be treated as 
energy supplied to AEL. The total energy supplied by DOP to AEL during the 
month would be based on the REA issued by NEREB. This would form the 
basis for monthly billing and would be binding on both the parties. Surcharge 
of 18 (eighteen) per cent would be levied on all outstanding dues in case the 
payments were not released by AEL within 30 days of the receipt of the bill 
from the Government (clause 4.3.2). 

Scrutiny of records (November 2005) by Audit of Executive Engineer, Capital 
Electrical Division (CED) of DOP revealed that CED had, during the period 
from May 2004 to March 2005 raised energy bills for 159.60 million units on 
AEL. The bills were raised without taking into account the energy transmitted 
as per REA. Verification of REA, however, revealed that DOP had supplied 
175.19 mi llion units during the same period. It was noticed that no bill was 
raised for the month of July 2004 for the supply of energy. The bill for July 
2004 was 7 4 per cent of the total difference. 

Thus, DOP had not raised the bills as per the REA and had extended undue 
favour to AEL by not/short billing for Rs.3. I 2 crore67 besides non-levy of 
surcharge ofRs.0.74 crore. 

The matter was reported to the Department and Government in April 2006; 
their replies are awaited (November 2006). 

I 7.3 Unfruitful expenditure 

Unfruitful expenditure of Rs. 1.29 crore due to faulty execution of a 
project besides forgoing revenue amounting to Rs. 1.12 crore. 

Miao Electrical Division (MED) of Department of Power (DOP) Government 
of Arunachal Pradesh prepared a project report (March 2001) for construction 

67 1.55, 91,353 units @ Rs.2 per unit is Rs. 3.12 crore. (17,51 ,87,905-15,95,96,552). 

157 
• 



AuditreportfQr the year ended 31March2ll06 
-a~"±·< d· ss F &-~ -.µ--- 0 b 

. of 33 KV ]irie from Margherita to Changlang at an .estimated cost of Rs. 1.29 
crore to be completed within 24 months from thedate of sanction/allocation of 
funds. ·The project report was submitted to the Chief Engineer (CE) for 
Government apptovalwhichwas approved in July200L The projectwas 1:o be 
funded from Rural Infrastructure ])evelopment Fund (RIDF). The annual 
revenue after completion ·of the proj(:ct was estimated· at Rs. Q.11 crore. 

,The. objectives of the project were (a) to reduce the line loss~s (b) sale of extra 
. energy by drawing more power from central grid; and . ( c) saving of the 
operating and maintenance. cost of diesel generating_sets: 

. . 

MED started the work on the project in December 2001 and completed the 
·same in January 2005 ata cost of Rs.1.29 crore. . 

The line, however, could not be energised.due to: 

~ Non-availability of feeder line atMargherita as th~ feeder line was 
located at Ledo, which is six Kifoineters away from Margherita; 

. . 

and 

Non-installation, testing and commissioning of 2 X 1.63 MVA 
33/11 KV Switchyard ~t Changlang. 

Thus,. the project was executed without considering the requirement of feeder 
line at Margherita and also without providing for the 33/11 KV switchyard at 
Changlang. This led to unfruitful expenditure of Rs.1.29 . crore. besides 
forgoing the projected revenue of Rs. 1.1268 crorefrom January 2005 to July 

.2006. 

·The matter was reported to the Department and Government in June 2006;. 
their replies are awaited (Nov.ember 2006). . . 

: . .Nrnm-execudion of agreement· and non-collection of security deposit 
ireslU!lted in an avoiidablle loss of Rs.13~98 fakh .. 

l The Divisio~al Manager (DM) of ;Arunachaipradesh Forest Corporation . 
·Limited (APFC:L) submitted (April 2003)to the ManagirigDirector (MD} the 
. details of rates offered by bidders for disposal of Green Te~ Leaves (GTL): 

68 
.: ·: -~· i {1-:.: \~~~ -'~ ':.': ·-·~: _ / 

• ' ;.1 

Annual revenue of Rs. 71 lakh 'for 19 months from. Janumy 2005 to July .2006. 
=71/12xl9=Rs. 1.1241 crore. 
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These rates were communicated for the purpose of entering into agreements 
with the successful bidders for disposal of the GTL from Mapa Tea Estate 
(MTE) for the season 2003-04. Amongst the rates communicated by the OM, 
rate of Agro Chemical Center (firm) was the highest at Rs. 6.76 per kg of 
GTL. 

The MD instructed the OM in (April and May 2003) to enter into Agreement 
with the firm and collect security deposit in the form of FDR as per the terms 
and conditions of Notice Inviting Tender (NIT). The DM communicated (June 
2003) the refusal of the firm for depositing the security in FDR form and 
proposed to collect the same in the form of bank guarantee, which was 
accepted by the APFCL (July 2003). 

Audit scrutiny revealed that the OM without collecting the security deposit or 
· entering into any agreement started supplying the GTL from April 2003. Upto 
January 2004 APFCL had supplied 4.24 lakh KGs of GTL worth Rs.28.65 
lakh to the firm .The firm stopped procuring GTL after January 2004 and paid 
only Rs.14.67 lakh (upto December 2004) leaving a balance ofRs.13.98 lakh 
which i still outstanding (July 2006). 

Thus, non-execution of agreement and non-collection of security deposit, 
resulted in avoidable loss of Rs.13.98 lakh (Rs.28.65 lakh less Rs. 14.67 lakh). 

The matter was reported to Management and Government in June 2006; their 
rcplie arc awaited (November 2006). 

Shillong 

The 0 1 MAR 2007 

Ne\\ Delhi 

The J 4 MAR 2007 

(Raj ib Sharma) 
Principal Accountant General (Audit) 
Arunachal Pradesh, Meghalaya and 

Mizoram, hillong-1 

Countersigned 

(Vijayendra N. Kaul) 
Comptroller and Auditor General of India 
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APPENDIX - 1.1 

PART- A: 

Structure and Form of Government Accounts 

(Reference: Paragraph 1.1; Page 1) 

Structure of Government Accounts: The accounts of the State Government 
are kept in three parts (i) Consolidated Fund, (ii) Contingency Fund and (iii) 
Public Account. 

Part I: Consolidated Fund 

All revenues received by the State Government, all loans raised by issue of 
treasury bills, internal and external loans and all moneys received by the 
Government in repayment of loans shall form one consolidated fund entitled 
'The Consolidated Fund of State' established under Article 266(1) of the 
Constitution of India. 

Part II: Contingency Fund 

Contingency Fund of State established under Article 267(2) of the 
Constitution is in nature of an imprest placed at the disposal of the Governor 
to enable him to make advances to meet urgent unforeseen expenditure, 
pending authorisation by Legislature. Approval of the Legislature for such 
expenditure and for withdrawal of an equivalent amount from the 
Consolidated Fund is subsequently obtained, whereupon the advances from 
the Contingency Fund are recouped to the Fund. 

Part III : Public Account 

Receipts and disbursements in respect of certain transactions such as small 
savings, provident funds, reserve funds, deposits, suspense, remittances etc 
which do not form part of the Consolidated Fund, are kept in the Public 
Account set up under Article 266(2) of the Constitution and not subject to vote 
by the State legislature. 
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PART - B 

LAYOUT OF FINANCE ACCOUNTS 

(Reference: Paragraph 1.1,· Page 1) 

Statement Lay Out 
Statement No. l Presents the summary of transactions of the State Government - receipts and 

expenditure, revenue and capital, public debt receipts and disbursements etc., in 
the Consolidated Fund, Contingency Fund and Public Account of the State. 

Statement No.2 Contains the summarised statement of capital outlay showing progressive 
expenditure to the end of current year. 

Statement No.3 The State Government had not declared any Irrigation Project as 
commercial/productive. 

Statement No.4 Indicates the summary of debt position of the State, which includes borrowings 
from internal debt, Government of India, other obligations and servicing of debt. 

Statement No.5 Gives the summary of loans and advances given by the State Government during 
the year, repayments made, recoveries in arrears, etc. 

Statement No.6 Gives the summary of guarantees given by the Government for repayment of 
loans etc., raised by the statutory corporations, local bodies and other institutions. 

Statement No.7 Gives the summary of cash balances and investments made out of such balances 
Statement No.8 Depicts the summary of balances under Consolidated Fund, Contingency Fund 

and Public Account as on 31 March 2005. 
Statement No.9 Shows the revenue and expenditure under different heads for the current year as a 

percenta~e of total revenue/expenditure. 
Statement No. I 0 Indicates the distribution between the charged and voted expenditure incurred 

during the year. 
Statement No. I I indicates the detailed account of revenue receipts by minor heads. 
Statement No.12 Provides accounts of revenue expenditure by minor heads under non-plan, State 

plan and Centrally Sponsored Schemes separately and capital expenditure major 
head wise. 

Statement No.13 Depicts the detailed capital expenditure incurred during and to the end of the 
current year. 

Statement No.14 Shows the details of investment of the State Government in statutory 
corporations, government companies, other joint stock companies, cooperative 
banks and societies etc., up to the end of March 2005. 

Statement No.15 Depicts the capital and other expenditure (other than revenue account) to the end 
of the current year and the principal sources from which the funds were provided 
for that expenditure. 

Statement No.16 Gives the detailed account of receipts, disbursements and balances under heads of 
account relating to Debt, Contingency Fund and Public Account 

Statement No.17 Presents the detailed account of debt and other interest bearing obligations of the 
Government. 

Statement No.18 Provides the detailed account of loans and advances given by the Government of 
Mizoram, the amount of loans repaid during the year, the balances at the end of 
the year and the amount of interest received during the year. 

Statement No.19 Gives the details of balances of earmarked funds. 
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PART -C 

List of terms used in the Chapter-I and basis for their calculation 

(Reference: Paragraph 1.3; Page 4) 

Terms Basis for calculation 

Buoyancy of a parameter Rate of Growth of the garameter 
GSDP Growth 

Buoyancy of a parameter (X) Rate of Growth of the garameter (X} 
with respect to another Rate of Growth of the parameter (Y) 
parameter (Y) 

Rate of Growth (ROG) [(Current year Amount/Previous year Amount) 
- l]* 100 

Development Expenditure Social Services + Economic Services 

Weighted Interest Rate Interest Payment/[(Amount of previous year's 
(Average interest paid by the Fiscal Liabilities+ Current year's Fiscal 
State) Liabilities)/2] * 100 

Interest spread GSDP growth - Weighted Interest Rates 

Quantum spread Debt stock * interest spread 

Interest received as per cent Interest Received [(Opening balance+ Closing 
to Loans Advanced balance of Loans and Advances)/2] * I 00 

Revenue Deficit Revenue Receipt - Revenue Expenditure 

Fiscal Deficit Revenue Expenditure + Capital expenditure + 
Net Loans and Advances - Revenue Receipts -
Miscellaneous Capital Receipts 

Primary Deficit Fiscal Deficit - Interest Payments 

Balance from Current Revenue Receipts minus all Plan grants and 
Revenue (BCR) Non-Plan Revenue Expenditure excluding 

debits under 2048 - Appropriation for 
Reduction or Avoidance of Debt 
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APPENDIX - 1.2 

Outcome Indicators of the State's Own Fiscal Correction Path 

(Reference: Paragraph 1.1.4,· Page 3) 
Rupees in cror e) 

Base Year 2004-05 2005-06 2006-07 2007-08 2008-09 2009-IO 
Estimate 

(1) (2) (3) (4) (5) (6) (7) (8) 

A. STATE REVENUE ACCOUNT: 

I Own Tax Revenue 36.84 49.49 96.29 62.80 67.06 71.06 75.06 

2. Own Non-tax Revenue 89 16 170.20 224.41 187.49 195.00 202.80 211.00 

3. Own Tax+ Non-tax Revenue (1+2) 126.00 219.69 320.70 250.29 262.06 273.86 286.06 

4 Share in Central Ta.\e:; & Duties 124.85 192.57 273.69 273 69 345.98 397.89 458.57 

5 Plan Grants 740.52 789.94 1011.50 1149.59 1279.97 1425.18 1587.79 

6. 1',on-Plan Grants 265 18 299.64 3 19 18 326.42 358.19 340.72 324.62 

7. Total Central Transfer (4 to 5) 1130.55 1282.15 1604.37 1749.70 1984.14 2163.79 2370.98 

8. Total Revenue Receipts (3+7) 1256.55 1501.84 1925 07 1999.99 2246.20 2437.65 2657.04 

9 Plan Expenditure 475.89 579.03 682.45 828.83 912.00 995.00 11 00.00 

I 0 11.,on-Plan Exocnd1•ure 675.05 930.61 1019.97 980.68 I 103 .-l5 1150.00 1220.00 

I I. Salary Expenditure 434.24 417.33 579.25 614.00 688.00 760.00 820.00 

12. Pension 60.07 70.65 7 1.29 78.47 85.00 92.00 100.00 

13 Interest Payments 126.03 146.90 161.08 180.69 190.00 200.00 210.00 

14. Subsidies - General -- -- -- -- -- -- --
15 . Subs1d1es - Power -- -- -- -- -- -- --
16. Total Revenue faocncliture (9+ I 0) 1150.9.J 1509.64 1702.42 1809.5 1 2015.45 21.is.oo 2320.00 

17 Salary+ Interest + Pensions 620.61 634.88 811.62 873 16 963.00 1052.00 1130.00 
(1 1+ 12+13) 

18 as 0·o of Revenue Receipts ( 17 8) 49.39 42.27 42.16 43.66 42.87 43.16 42.53 

19 Revenue Surplus/Deficit (8- 16) 105.61 -7.80 222.65 190.48 230.75 292.65 337.04 

B. CONSOLIDATED R EVENUE ACCOUNT: 

I Power Sector loss/profit net of Power Sector 1s Government Department 
actual subs idy transfer 

2. Increase in debtors during the yt:ar 
111 power utility account/Increase (-) 

l Interest payment on off budget -- -- -- -- -- -- --
borrO\\ings and p) bom.\\ings madt: 
bv PSu/SPUs outside budget. 

4 Total (I to 3) -- -- -- -- -- -- --
5. Consolidated Revenue Deficit 105.61 -7.80 222.65 190.48 230.75 292.65 33i.04 
(Al9 + 84) 

C. CONSOLIDATED DEBT: 

I. Outstanding debt and liabilit} -- 1587.42 179246 1958.96 2125.19 2299.82 2481.06 

2. Total Outstandtng guarantee of -- 8.05 5.72 3.39 1.06 1.14 1.23 
which (a) guarantee on account of 
budgeted borrowtng and Spy 
borrowmg 
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<Rupees in crore) 

(I) (2) (3) (4) (5) (6) (7) (8) 

D. CAPITAL ACCOUNT: 

I .Capital Outlay 341.63 375.07 562. 14 3 11.74 350.00 392.00 440.00 

2.0isbursement of Loans and 3.79 5.97 4.60 4.43 5.00 5.00 5.00 
Advances 

3.Recovery of Loans and 2. 15 2.61 1.70 1.75 2.00 2.50 3.00 
Advances 

4.0ther Caoital Receipts -- -- -- -- -- -- --
E. GROSS FISCAL DEFICIT (GFD) 

((8+03+04)-(16+01 +02)} (-)237.66 (-)386.23 (-)342.39 (-) 123 .94 (-) 122.25 (-)I 01.85 (-)104.96 

E aso/oofGSOP (-) 11.56% (-) 15.71% (-) 12.84% (-)4.29% (-)3.90% (-)3.00% (-)2.85% 

F. GSDP at current prices 2055 .57 2458.20 2665.67 2890.65 3134.63 3399.19 3686.08 

Actual/Assumed Nominal Growth -- 8.66% 8.44% 8.44% 8.44% 8.44% 8.44% 
Rate(%) 
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APPENDIX - II 

Summarised financial position of the Government of Arunachal Pradesh 
as on 31 March 2006 

(Reference: Paragraphs 1.3 and 1. 7; Pages 4 and 17) 

(Rupees in crore) 
A' on 31.03.2005 Liabilities As on 31.03.2006 
627.69 Internal Debt 1231.89 

285.60 Market loans bearing mterest 345.38 
Market loans not bearing interest 

Market loans Suspense 

1.09 Loans from UC 1.79 
0.18 Loans from GIC .14 

I 15.63 Loans from NABARD 137.94 
I 12.36 Loans from other Institutions 484.95 

Ways and Means and Advances 88.70 
... Overdraft from Reserve Bank of India 172.99 

504.05 Loans and Advances rrom Central Government 492.62 
3984 Non-Plan loans 40.84 

365.39 Loans for State Plan Schemes 383.59 
2.98 Loans for Central Plan Schemes 2.99 
4 00 Loans for Centrally Sponsored Plan Schemes 7 92 

47.3 1 Loans for Special Schemes 51.20 

Other Wavs and Means Advances 6 08 
0.05 Contine.encv Fund 0.05 

525..45 Small Savine.s, Provident Fund~. etc. 464.38 
37.40 Deposits 56.48 

148.12 Suspen\e and Miscellaneous Balances 58.57 
99.87 Reserve Funds 116.74 

Remittance Balances 
2459.68 Surplus on Government Account 2459 68 26-11.44 

2283.02 (i) Revenue surplus as on 31 March 2005 181 76 
184 46 (11} Re\·cnue dcfic11 dunne. the \·ear 

4402.31 Total 5062.17 

As~ets 

4472.12 Gro~s Capital Outlav on Fht>d \ssets 27 77 4909.73 
16.13 Investment m shares of Companies, Corporations, Cooperatives. etc 4881 96 

4080.91 Other Capital Outla\ 
24.61 Loans and Advances 25.47 

Loans for Po\,er Pro1ects 
6 .10 Loans for Other Industries and Mmerals 610 
2.24 Other Development Loans 2.34 
5.23 Loans for Co--0oerauves 10.20 
7 68 Loans to Government servants and Miscellaneous loans 6.83 

12.82 Ad\ances 12.02 
122.38 Remirtance Balances 100.56 

... Suspcn~e 11nd Miscellaneous Balances ... 
-229.62 Cash 14.39 

0.01 Cash m treasuries and Local Remittances 19.64 
- 150.50 Deposns with Reserve Bank and other Banks (-) 31.42 

0 73 Depanrnental Cash Balance 1.26 
0.01 Permanent Advances 0.01 
6.07 C'ash Balance Investments 

12 90 Investment of earmarked funds 24 90 
4402.31 Total 5062.17 
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APPENDIX - III 

Abstract of r eceipts and disbursements fo r the year 2005-06 

(Reference: Paragraph 1.3; Page 4) 
- (Rupees in crore) 

Receipts Disbursements 

2005-06 2004-0S 2005-06 

Non- I Plan I Total 
Plan 

Section - A : Revenue 

I. Renn ue recei pis 18.t9.41 1509.64 I . Revenue expenditure 943.98 723.67 1667.65 

Tax revenue 62.09 489.02 Genera l Services 471.26 17.47 488.73 

Non-ta>. revenue 20236 472.67 Social Services 166.49 -'04.56 571.0S 

204.34 Education. Spons, Arts and 90.87 125 20 216.07 
Culture 

77.07 Health and Fam1l:y Welfare 53.53 17.30 70.83 

State's share of Union 272.15 124.19 Water Supply, Sanitation, 12.46 140.80 153.26 
taxes Housing and Urban 

Development 

3.55 Information and Broadcasting 2.75 1.22 3.97 

Non-Plan grants 388.50 2 .50 Labour and Labour Welfare 0.78 I 71 2.49 

58.28 Social Welfare and Nutrition 4.01 118 32 122 33 

Grants for State Plan 726.39 2.74 Others 2.09 -- 2.09 
Scheme 

Grants for Central and 148.80 547.95 Economic Sen-ices 306.23 301.64 607.87 
Centrally Sponsored 

Plan Scheme 

Grants for Special Plan 49 12 179.55 Agriculrurc and Allied 97.61 106.83 204.44 
Schemes Act1~111es 

56.72 Rural Development 34.57 19 90 54.47 

16.00 Special Area Programme O.Q3 25.95 25.98 

39.43 Irrigation and Flood control 6 .56 38.70 45 26 

105.55 Energy 94.62 8.61 103.23 

14.36 lndustnes and Minerals 6 .20 9.43 15.63 

58.58 Transport 35.08 35.2 1 70.29 

23.08 Communications 22.8 1 - 22.8 1 

0.35 Science, Technology and - 10.35 10.35 
Environment 

54.33 General Economic Services 8.75 46.66 55.41 

Grants-in-aid and Contributions -
II. ReHnue deficit ... ... II . Revenue ~urplus carried over 181.76 

carried over 10 to ection B 
Section B 

Section - B 

Ill. Opening Cash (-)229.62 ... Ill. Opening Overdraft from RBI ... 
balance including 
Permanent Advancts 
and Cash Balance 
Investment 

IV. Miscellaneous ... 375.07 IV. Capital Outlay (-) 1.07 438.68 437.61 
Capital receipts 

14.53 General Service - 16.07 16.07 

7 1.89 Social Services - 90.21 90.21 

19.58 Education, Sports, Art and Culture -- 24.34 24.34 

16.93 Health and Family Welfare - 5 .09 5.09 

29.55 Water Supply, Sanitation, - 44.80 44.80 
Housmg and Urban 

Development 

4.34 Social Welfare and Nutnuon - 13.84 13.84 

0.11 ln fom1allon and Broadcasting - -- .. 
1.38 Others - 2.14 214 
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<Rupees in crore 
Rectiprs Disbursements 

2004-05 2005--06 2004-05 2005-06 

on- I Plan I Total 
Plan 

288.65 Economic Strvices (-) 1.07 332.40 33 1.33 

4.84 Agriculture and Allied Activities (·) 1.07 23.62 22.55 

0.04 Rural Development Programme - 2 4 l 24 1 

37.18 !:.pccinl Areas Programme -- 56.28 56.28 

386 Irrigation and Flood Control -- 5.87 5.87 

149.41 Energy -- 124.09 124.09 

0 15 lnduslr} and Minerals -- 2.86 2.86 

8~.92 Transport -- 9548 95.48 

Science Technolog) and - - --
Environmcnl 

7 25 Gcm:ral Economic Sen 1~ -- 21.79 21 79 

2.61 v. Recoveries of Loan 2Jl2 5.97 v. Loans a nd Advances disbur ed 3.68 
and Advances -

.. From Power Projects ... . .. For Power Projects ... 
2.29 From Government 2 47 J .12 To Government servants 0.80 

servants 

0.32 From others 03 4 2.85 To others 2.88 

... VI . Revenue surpl us 181.76 7.80 VI. Revenue deficit brought down 
brought down 

2 15.JO VII. Public Debt r ect ipts 714.07 57.95 VII. Rc1)11yment of Public Debt - 250.55 

47.85 Internal debt other than 345.46 3133 Internal debt other than Ways and 35.88 
Ways and Means Means Advances and Overdra ft 
Advances and 
Overdraft 

96.31(3 ) Net transaclton under 165.37 Net transaction under Ways and -
Ways and Means Means Advances including 
Advances Overdraft 
including Overdraft 

71.14 Loans and Advances 203.24 26.62 Repayment of Loans and 214.67 
from Central Advances to Central Government 
Government 

... VII I. Appropriation to ... ... VIII. Appropriation to Contingency .. . 
Contingency Fund Fund 

... IX. Amount transferred to .. . ... IX. Expenditure from Contingency .. . 
Contingency Fund Fund 

1208.86 x. Public Account 1425.12 1082.82 x. Public Account disbursement~ - 1387.92 
receipts -

134 07 Small Savings and 129.45 Small Savings and Provident 61 26 
Provident funds funds 

11 41 Reserve funds 16.92 Reserve Funds 0 06 

47 .09 Suspense and 5 1.06 Suspense and M1scellancous 140.63 
M1scellancous 

925 42 Remittances 108061 Remmanccs 1058 79 

90117 Deposits and Advances 147.08 Deposits and Advances 127 18 

4.00 XI Farma r ktd Funds (-) 229.62 XI. Closing cuh balance 1.-.39 

Cash in Treasunes and Local 19 (H 

Remittances 

(·} 24738 Deposits wtth Reserve Bani. and t-) 3142 
other banks 

0.86 Departmental Cash Balance I 27 
mciudmg Pem1anen1 Advances 

1690 Cash Balance Investment and 24 90 
investment of earmarked fund~ 

2809.63 12094. 15 2809.63 I I 2094.15 

(a) Represents receipts Rs.191.87 crore and disbursements Rs.95.56 crore 
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150 1.84 

2.61 

157.35 

126.04 

... 
4.00 

... 
98.84 

1890.68 

1509 .64 

5.97 
375.07 

... 

... 
1890.68 

Appendices 

APPENDIX - IV 

Sources and application of funds 

(R ef ere11ce: Paragraph 1.3; Page 4) 

(Rupees in crore} 

Sources 2005-06 

1. Revenue receipts 1849.41 

2. Recoveries of Loans and Advances 2.82 

3. Increase in Public debt 463.52 

4. Net receipts from Public Account 37.21 

81.92 Net effect of Small Savings 68.19 
(-)4 .89 Net effect of Deposits and 19.90 

Advances 

11.41 Net effect of Reserve Funds 18.86 

38.61 Net effect of Suspense and (-)89.56 
Miscellaneous transactions 

(-) 1.01 Net effect of Remittance 21.82 
transactions 

5 . Increase in Reserve Fund . .. 
6. Increase in Earmarked Funds ... 
7 . Net effect of Contingency Fund transactions . .. 
8. Decrease in closing cash balance ... 

Total 2352.96 

Aoolication 

I. Revenue expenditure 1667.65 

2. Lending; for development and other purposes 3.68 

3. Cap ita l expenditure 437.61 

4 . Net effect of Contingency Fund transactions . .. 
5. Increase in clos ing cash balance 244.02 

Total 2352.96 

Explanatory Notes to Appendix III, IV & V 

1. The abridged accounts in the above Appendices have to be read with 
comments and explanations in the Finance Accounts. 

2. Government accounts being mainly on cash basis, the surplus/deficit on 
Government account, as shown in Appendix III indicates the position on 
cash basis, as opposed to accrual basis in commercial accounting. 
Consequently, items payable or receivable or items like depreciation in 
stock figure, etc., do not figure in the accounts. 

3. Suspense and Miscellaneous balances include cheques issued but not paid, 
payment made on behalf of the State and other pending settlement, etc. 

4. There was a net difference of Rs.69.10 crore between the figures reflected 
in the accounts {Rs.45.24 crore} and that intimated by the Reserve Bank of 
India [(-) Rs.23 .86 crore] due to (i) misclassification by Bank!freasury 
(Rs.7.56 crore - credit) and (ii) non-receipt of details of adjustment made 
by RBI (Rs.76.66 crore - debit). 
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APPENDIX-V 

Tlime seirnesd!ata omt State Govern.ment fnlllal!ll.ces 

(Reference: Paragraphs 1.3and1. 7; Pages 4and17) · 

(Rui. ·ees inn crnire) · 

5. lP'ulblic ][))ebt !Receipts 

Internal Debt (excluding Ways & Means 
Advance and Overdrafts) 

Net Transactions under Ways & Means 
Advances & Overdraft 

Loans and advances from Government of 
India 

9. Total Receipts of Government (6+7+8) 

'I!alt2"li}t1lifi~Yi?ifiit~iS,iJ£11fem~1;,t:.;t~:~\~;,:(~1t;::; • 
10. Revenue Expenditure 

Plan 

Non-Plan 

General Services (including interest · 
payments): 

Social Services 

Economic Services 

Grants-in-aid and contributions 

71.12 

56.50 68.87 

979.62(79) 1029.55 (77) 

371.44(38) 454.48 (44) 

608.18(62) 575.07 (56) 

332.04(34) 337.33 (33) 

298.60(30) 342.50 (33) 

348.98(36) 349.72 (34) 
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96.31 165:37 

67.02 116.19 71.14 203.24 

1031.37 (78) 1391.90(76) 1509.64(80) 1667.65(79) 

422.47 (41) 550.72(40) 579.02(38) 723.67(43) 

608.90 (59) 841.18(60) 930.62(62) 943.98(57) 

364.56 (35) 438.20(31) 489.02(33) 488.73(29) 

327.76 (32) 433.28(31) 472.67(31) 571.05(34) 

339.05 (33) 520.42(37) 547.95(36) .. 607.87(37) 



Appendices 

(Rupees in c r o r e) 

2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 
Social Services 42.89(16) 51.61 (17) 38.65 ( 13) 57.59(13) 71.89(19) 90.21 (21) 

Economic Services 205.48(78) 227.86 (76) 233.22 (80) 360.68(83) 288.65(77) 331.33(76) 

12. Disbursement of Loans and Advances 2.74 4.90 2.98 3.50 5.97 3.68 
13. Total (10+1 l+ll) 1246.61 1335.96 1324.41 1828.75 1890.68 2108.94 
J4. Repayments of Public Debt 20.90 3 1.33 38.83 206.87 57.95 250.55 

Internal Debt (excluding Ways & 2.72 10.36 11 .40 19.76 31.33 35.88 
Means Advances and Overdrafts) 

Net Transactions under Ways & .. . ... ... ... ... .. . 
Means Advances & Overdraft 

Loans and advances from Government of 18.18 20.97 27.43 187.1 1 26.62 214.67 
India 

15. Aooropriation to Contin2eocy Fund ... ... ... ... . .. 
16. Total Di bursemeot out of 1267.5 1 1367.29 1363.24 2035.62 1948.63 2359.49 

Consolidated Fund (13+14+15) 

17. Contingency Fund disbursements ... ... ... ... ... . .. 
18. Public Account disbursements 695.10 807.04 13 14.05 969.76 1082.82 1387.92 

19. Tota l d isbu r~ments by t he State 1962.61 21 74.33 2677.29 3005.38 3031.45 3747.41 
(16+1 7+18) 

Part C. Deficits/Surplus 

20. Revenue Deficit (-)/Revenue Surplus(+) (-)18.21 (+)55.75 (+)76.92 (+)184.46 (-)7.80 (+)18 1.76 
(10-1) 

21 . Fiscal Deficit (3+4- 13) . 283.60 248.80 213.88 250.04 386.23 256.71 

22. Primarv Deficit (21-23) 162.92 139.8 1 88.48 108.12 239.33 100.26 

Part D. Other data 

23. Interest Payments (included in revenue 120.68 108.99 125.40 141.92 146.90 156.45 
expendit ure) 

24. Arrears of Revenue (Percentage of Tax & NA NA NA NA NA NA 
non tax Revenue Receipts) 

25. Fina ncial Ass istance to local bodies etc. 8.17 10.46 22.40 64.78 41.59 66.94 

26. Ways and Means Advances/Overdraft I 5 28 ... 80 94 
availed (days) 

27. Interest on Ways and Means Advances/ 0.00062 0.03 0.04 ... 0.25 I.I I 
Overdraft 

28. Gross State Domestic Product (GSDP) 1783.44 1941.78 1962.65 2262.29 2458.20 2665.67 

29. Outstandin2 Fiscal liabilities (year end) 945.66 1094.49 1226.53 1524.8 1 1777.54 2337.20 

30. Outstandin2 2uarantees (year end) 0.55 0.55 0.79 22.76 8.05 5.69 

31. Maximum amount guaranteed (year end) ... ... ... . .. 14.00 24.00 

32. Number of incomplete projects 241 445 17 64 442 345 

33. Capital blocked in incomplete projects 47.41 6 1.66 l.26 172.G2 3. 10 (55) 26.64 

Note: Figures i11 brackets represent perce11tages (rounded) 
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APPENDIX-VIJfI 

Stateme1rnt shl[])wlhilg expel!lldliitrnre which foU shl[J)Jrt by m.l[])re than Rs.1 crore 
alllldl allso by l!l!Jll[])re tllrnllll 10per cent of tlhtetotal prnvlisil[J)J[n 

(Reference: Paragraph 2.3.J (U); Page 26) · .. 
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.• • (Rilllpees nl!ll icrn1re) 
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SI. 
No. 

(I) 

I. 

2. 

3. 

4 . 

5. 

6. 

7. 

8. 

9. 

Audit report for the year ended 3 1 March 2006 

APPENDIX - XIV 

Statement showing excessive/unnecessary/injudicious re-appropriation 
of funds 

(Reference: Paragraph 2.3.5; Page 27) 

(Rupees in lakh) 

Number and name of grant/ Budget Re- Total Total Excess(+) 
appropriation and Head of provision appropriation Grant Expenditure Saving (-) 

account (original plus Addition (+) 
supplementary) Reduction(-) 

(2) (3) (4) (5) (6) (7) 
6- District Administration 
2053 District Administration 0 3723.54 

(+)3. 10 3808.23 3785.29 (-) 22.94 093 District Establishment s 8 1.59 
01 Establishment Charges 

~ 

6- District Administration 
2053 District Administrat ion 0 46.06 

(-) 3. 10 55.94 41.16 (-) 14.78 
10 1 Commissioners s 12.98 

0 1 Establishment Charges 

8- Police 
205 5 Police 
115 Modernisation of Police 0 400.00 (+) 13.85 41 3.85 1049.29 (+) 635 .44 

Force 
1041 Modemjsation of Police 

8- Police 
2055 Police 

0 463 5.88 (+) 377.69 50 13.57 4749.04 (-) 264.53 109 District Police 
0 I Estab lishment Expenses 

8- Police 
2055 Police 

0 203 l.94 (+) 12 1.35 21 53.29 21 37. 13 (-) 16. 16 104 Special Police 
01 Armed Police Battalion 

8- Police 
2055 Police 

0 1436.82 (-)61 9.53 8 17.29 755.81 (-)6 1.48 
I 14 Wireless and Computers 
0 I Establishment Expenses 

8- Police 
2055 Police 

I 04 Special Police 0 1385.33 (-) 20.34 1364.99 1277.54 (-) 87.45 

01 India Reserve Battal ion 

8- Police 
2056 Police 
001 Direction & Administration 0 2.03 
0 I I leadquaner Establishment s 29.07 (+) 111.61 142.7 1 .... (-) 142.7 1 

11- Social Welfare 
4235 Capital Outlay on Social 

Security & Welfare 
02 Social Welfare 

800 Other Expenditure 0 302.00 (+) 220.00 1200.69 11 76.32 (-) 24.37 
I 101 Construction Ashram s 678.69 

School/Hostel 

18 1 
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.. 14- Education·. . ·. .· 
·. A20f Capit~l_0utfa)'. oii .. ·.. : 

• : 1. ·Education, Sports, Arts 
. . [ &.culture . : . . · · 
... 02 TechnicaLEducation 
J o4 Polyt~c}µtlc~ · · · 

011 Establishlllents cif · 
· i Polytechnics . · · 

. 23., iiforests\ , O 
· · )240:6 Foresh-Y & Wildlif~ 

. ··. 'diJ forestry · · . .···· . 

ion;oci~l~ Faim F'orestfy: ·•·· f. . .. ·.•.. . ... 

· 02 Compensatory ·· · ·. 
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Afforestation · , .·. · 

·i. 

'•:: :'• 

'·o• 

·.·. __ _ 

. :' ~··_· 

... ;._ 
----

r. I 



rf.udit report for the year ended 31 March 2006 
'. M "'ii~· 8< ~ ~ "' ¥ "n&if? ¥5• ·•m -&a ~s ·J~lt> ' s _ ·s· 1,_ st>3-A .. ··-~<-a~ •@fr µcge - 6H¥AA&V !t "' 

23'- Forests 
'2406 Forestry & Wildlife 

01 Forestry . 
001 Direction·& Administration 

. 01 EstablishmentEx enses 

25- Relief, Rehabilitation 
' & Resettlement 
· 2245 Relief on Account of., 

_ , Natural C~lamities 
02 Flood~, Cyclones etc.,· -
102 Gratuities Relief 

1821 Trarisferr6d to Resen:e 
Fund and. deposit 
.Accounts of Calamity 
·Fund 

30- State Transport 
5055 Capital Outlay on Road 

Transport 

0 2122.34 

0 1533.00 
.s 1296'.92 

102 Acquisition ofFleet 0 160.00 
01 Purchase·ofVehicles 

33- North Eastern Areas 
4552 Capital Outlay on North 

Eastern Areas 0 
800 Other Expenditure S 

12 Nari-Telam~Lipen 
~Mariey~Kora~Koyu-Sereri .-
Rimi Road -

50.00 
815.00 

(-)15.96-. -21Q6.38 - '2012.36 ' (-) 94.02 

(+) 0.08 2830.00 9668.08 (+) 6838;08 

(-) 10.00 150.00 - 102.41 (-) 47.59 

' (+) 50'.00 915.00 761.04 (-) 153.96 
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35. 

Audit report for the year ended 31 March 2006 
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54- State Tax & Excise 
2039 State Excise 

001 Direction & Administration 

01 Head Quarter 
Establishment 

5452 Capital Outlay on Tourism 
01 Tourist Infrastructure 

102 Tourist Accommodation 
3353 Destination Development 

of Hot Spring/Clo 
Wayside Amenities at 
Sangam/Development 
Circuit and Wild life 

5452 Capital Outlay on Tourism 
· 01 Touristlnfrastructure 

0 
s 

0 

s 

102 Tourist Accommodation · S 
3355 Construction ofM.ulti 

¥ 

·':-
·~( ., · .. 

,' ,· 

. 115.71 (+)4.33 
13.60 

52.00 (-)2.00 

500.00 (+) 11.80 

100.00 (+) 28.80 .. 
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I I 

133.64 113.94 (-) 19.70 

50.00 234.57 184.57 

511.80 555.73 (+) 43.93 

128.80 (-)128.80 



" 'ii:?--¥-'""·"' -., fil!"-,,· "•Pi.!€ & ·' 1 t, - · ·•"#-·•f. 

41. JP'uitbllic Debt 
2049 Interest Payments 

01 Interest on Internal 
Debt 

101 Interest on Market 
Loans 

01 Payment & interest on 
Market Loan 

0 1856.42 

Appendices 
- . # _, 6 -.s ...... 

(+) 375.58 2232.00 2272.22 (+) 40.22 
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Statement showing expenditiur~'without provisimn of fmnds and 

. Government 
Servants 

.. ·:·:·_,_, -

. re-appropriation 

. (Reference: Paragraph 2.3. 6; Page 2 7). 

800- Other expenditure·. 

09- Installation of SPV 

. Servants etc., 

202- Advances for Purchase 
of Motor Conveyances 

01- Moto.r Car etc,, · 

5452- Capital outlafon. Tourism. < · 
- . - . .,- .:_ ::.:/. :·-- ... - .<' . 

o 1- · Tourist illfrastriictirre · • 

J 02~ Tourist Accommodation' ' 

3347" Clo Tourist C:Omplex 
.. · at Along · ·· 

. _.-_.· 

9.36 

1.54 

395.86 

9.36 

1.54 

395.86 .· 
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_Audit report for the year ended 31- March 2006 

APPENDIX - XVI 

Statement showing non-utilisation of en.tire provision of .funds in excess of 
Rs.10 lakh 

C(Riference: Paragraph 23. 7; Page28) 

60- Other Socia[ Security & 
Welfare Programme 

800 - Other Expenditure 

04- Provisions in li~u of3"i 
- Party InsuranceofAPST 

Buses 
s - 0.20 

Development Progrrame 
00 I .:.: Direction & - -- -

- Administration 
_ Panchayat & Loe~! 

0:20 

13.60 
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II I 

Bridges 

_I 

5 054 : Capital outlay on Roads & 
- - - Bridges -- --- __ ._ -
. _ 04': District & other:Roack 

800 ·- Other e~p~11d)f~r~. 
--- -,2l5-6 Construction 6fLinb:c; 

-- --R.ciaafioin Lliou'Nallah-
T0Muktoti~C:1e: - ·--

5 054 ~ -- Capital outlay on Roads 1& ··-
- · Bridges - · -·- -_- - ' · 

- 04 - District & other Roads 

800 C)ther expenditure 

2259 Construction ofMotorable 
· Suspension Bridge ~ver _ i 

• Lohit to ConnectManchai · ----

5()54'".Capital outlay: on Ro'ads &. 
-- -_ · - Bridges -- __ -_,_. - -- - - ---

' o4. Dlstriet& Bth~r-Roads 
800• Other e~pendifJte)·-· • : 

Construction or Roads 
from Dipularrigu Bridge • 
Point to Dipu --- -- · 

:L09 -

-~ ~·,- ,. 

-~'' . 

. ,,:·, 

_-.·-., ___ _ 



Audit report for the year ended 31 March 2006 

(I) (2) (3) (4) (5) (6) (7) 

12. 34 Power 480 I- Capital Outlay on Power 
Project 

06 Rural 

800 Other Expenditure 

01 Rural Electrificat1on 

S - 12.00 12.00 - 12.00 100 

13. 56-Tourism 03 C.!ntrall) Sponsored scheme 

5452 Capital Out111: on I ounsm 

01 rourist infrnstructurc 

102 I ounst accommodation 

3355 Construction of multipurpose 
I !nil at Pasighat 

s- I 00 1.29 - 1.29 100 
R 0.29 

14. 56- Tounsm 03 Centrally Sponsored scheme 

5452 Capital Outlay on Tounsm 

0 I Tourist infrastructure 

102 Tourist accommoda11on 

3357 Development of Aero Sport 
Centre 

s - 0. 80 0 80 - 0.80 100 

15 66- Pm\er (Ci\ il) 07 - Non- Lnpsable Pool 

480 I - Capital Outlay on Power 
Projects 

05 TrJnsmission & Distribution 

800 Other expenditure 

3281 Scheme~ under REC 

S - 1.62 1.62 - 1.62 JOO 

Total: 53.08 - 53.08 
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APPENDIX - XVII 

Statement showing persfatel!llt savnngs il!ll excess ofRs,HHakh nim eaclb! case 
an ell 10 per cent_m: more of tlllle prnv!lsfollll • 

(Reference: Paragraph 23,8; Page 28) 

(Pe1rce1Illtage of savilillgs to total provision) 
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Audit report for the year ended 31 March 2006 

APPENDIX :- XVIII 

Statement showing non-surrender of savings in excess of Rs.20 lakh 

(Ref erence: Paragraph 2.3.9; Page 28) 

(Rupees in crore) 

SI. Number and name of the grant I Total grant I Savings Un- Percentage of 
No. appropriation appropriation surrendered un-surrendered 

savings savings 

(1) (2) (3) (4) (5) (6) 

Revenue (Charged) 

I. Public Debt 189.07 21 .54 2.56 12 

Revenue (Voted) 

2. 3- Council of Ministers 3.10 0.25 0.25 100 

3. 6. District Administration 90.56 12.37 8.45 68 

4. I I - Social Welfare 24.45 0.8 1 0.8 1 100 

5. 14 - Education 209.76 8.08 8.08 100 

6. 15- Health & Famil y Welfare 73. 19 2.36 2.36 100 

7. 23- Forests 66. 11 6.44 6.44 100 

8. 24 - Agriculture 58.45 1.64 1.64 100 

9. 26 - Rural works 34.82 0.73 0.73 100 

10. 27 - Panchayat 40.96 13.74 13.74 100 

11. 28 - Animal 11. & Veterinary 24.29 1.52 1.52 100 

12. 29 - Co-operation 4.43 0.29 0.29 100 

13. 30 - State Transport 29.06 0 72 0.72 100 

14. 3 1 - Public Works 47.41 2.32 0.37 16 

15. 33 - North Eastern Areas 4.67 0.26 0.26 JOO 

16. 34 - Power 114.34 13.33 13.19 99 

17. 36 - Statistics 5.08 0.33 0.33 100 

18. 38 - Irrigation & Flood Control 47. 13 1.88 J.88 100 

19. 42 - Rural Development 30.50 5.03 4.57 9 1 

20. 48 - Horticulture 12.54 0.57 0.51 100 

2 1. SO - Secretariat Economic 363.26 341.37 30.05 9 
Serv ices 

22. 53 - Fire Protection & Control 1.83 0.21 0.21 JOO 

23. 56 - Tourism 3.89 0.39 0.39 100 

24. 57 - Urban Development 1.53 0.88 0.88 JOO 

25. 59 - Public I !ealth Engineering 146.08 3. 18 3. 18 100 
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Audit report for the year ended 3 I March 2006 

APPENDIX - XIX 

Statement showing the number of cases in which the amount surrendered 
was in excess of actual savings (Table-A)/excess (Table-B) 

(Reference: Paragraph 2.3.10,· Page 28) 

Table-A (Rupees in lakh) 

SI. Grant number Saving(-) Amount Excess amount 
No. surrendered surrendered 

Revenue (Voted) 

I. 32-Roa<ls and Bridges 396.05 400.11 4.06 

2. 40 - Housmg 5.73 5.74 0.01 

Capital Voted 

3. 
39 - Loans to Government 

274.92 276.16 1.24 
Servant 

4. 62 - Directorate of 4.80 6.90 2.10 
Transport 

Total: 681 .so 688.91 7.41 

Table-B (Rupees in lakh) 

SI. Grant number Excess(+) Amount Excess amount 
No. surrendered surrendered 

Revenue (Voted) 

35 Information & Public J 
1 43.54 18.67 18.67 I. Relations 

2. 58 - Stationery & Printing 27. 13 9.67 9.67 

Total: 70.67 28.34 28.34 
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Audit report for the year ended 31 March 2006 

APPENDIX - XXI 

Statement showing the drawal of amount by AC bills 

(Reference: Paragraph 2.3.13; Page 29) 

Abstract of total number of AC bills awaiting adjustment 

Total number of AC bills Amount involved Age-wise break up of outstanding advances 
awaiting adjustment (Rupees) Year Number of items Amount (Rupees) 

1632 16,14,62,565 2001-02 147 29,92,200 
2002-03 389 72,16,517 
2003-04 206 163,29,612 
2004-05 465 10,07,89,341 
2005-06 425 3,41,34,895 

16, 14,62,565 

DETAILS OF AC BILLS AWAITING ADJUSTMENT 
(Amount in Rupees) 

SI. 
Name of the D.D.O/Controlling Officers for whom D.C. bills 

Total Amount 
No. 

are awaited Year number of involved 
items 

I. Director of Sports and Youth Welfare, Itanagar 1 20000 
') Chief Medical Officer. General I lospital. Naharlagun 22 155000 
3. District Election Officer, Daporijo 8 2436000 
4. Deputy Director (Fisheries). Directorate of F· isheries. Itanagar I 75000 
5. District Medical Officer, Romg 2 60000 
6. Director of Higher Education. Itanagar I 500000 
7. Directorate of Texti le and Handicraft 1 1000000 
8. District Medical Officer (FWL). Pasighat 10 130700 
9. Superintendent of Pol ice (PS}, Itanagar 1 40000 
10. Superintendent of Police (Tele). Itanagar 244 66480015 
11. Under Secretary, Public Service Commission, Itanagar 13 196320 
12. Deputy Director Stationel) and Printing. Naharlagun 5 62'.25000 
13. District Election Officer, Along 34 1927430 
14. Assistant Director for Relief and Rehabilitation and Settlement, Itanagar 4 18000 
15. District Medical Officer (FWL), Changlang 1 15000 
16. District Election Officer, Yingkiong 26 344348 
17. District Medical Officer, (MED) Tezu 5 520000 
18. Deput} Commissioner (Admn), Tezu 7 425000 
19. District Election Officer, Tawang 3 425000 
:o. District Election Officer. (DC) Seppa 5 3800000 
21. Deputy Director of Health Services (T&R) (FWL). Pasighat 8 600000 
22. District Election Officer. Tirap. Khonsa I 154100 
23. Child Development Project Officer, Doimukh 1 2067000 
24. Director, Social Welfare Oepanment, Naharlagun 2 17000 
25 . District. Medica l Officer, Papumpare (MED), Papumpare 6 63000 
26. Finance and Accounts Officer, Legislative Assembly, Naharlagun 58 926000 
27. District Relief and Rehabilitation Officer. Itanagar 4 19000 
28. Divisional Commissioner (\\est). Itanagar 3 991802 
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APPENDIX - XXII 

Statement showing details of re-allocation and lifting of foodgrains 
under BPL 

(Reference: Paragraph 3.1.8.3; Page 37) 

Name of the Scheme = TPDS/BPL · (Quintals) 

Name of the Year Re- Off-take Short Off- Percentage 
O:strict allotment of by the take by the of lifting 

food grains District District 
by the State Authority Authority 

Go,·t. 
1) West Kameng 8180 7305.88 874.12 
2) West Siang 2000-01 NA NA NA 81.23 
3) Lower Subansm 18784 14395.45 4388.00 
4) Papum Pare 8510 7116.00 1394.00 

35 .. 7 .. 288J7.33 6656.12 

1) West Kameng 13542 12834.00 708.00 
2) West Stang 2001 -02 NA NA NA 75.77 
3) Lower Subansiri 38162 25419.51 12742.49 
4) Papum Pare 13556 11196.00 2360.00 

65260 4<> .. 49.51 15810.49 

1) West Kameng 22060 19697.00 2363.00 
2) West Siang 2002-03 24838 24308.74 529.26 75.92 
3) Lower Subansin 41629 22901.17 18727.83 
4) Papum Pare 12985 10161.00 2824.00 

101512 77067.91 24444.09 

1) West Kameng 22632 21370 1262.00 
2) West Siang 2003-04 28508 21649 6859.00 82.52 
3) Lower Subansm 30420 20800.71 9619.29 
4) Papum Pare 13994 15037 (+)1043.00 

95554 78856.71 16697.29 

1) West Kameng 17875 10752.00 7123.00 
2) West Siang 2004-05 2854 1 20289.37 8251.63 72.96 
3) Lower Subansiri 16706 13715.09 2990.91 
4) Papum Pare 31809 24503.00 7306.00 

94931 69259.46 25671.54 

1) West Kameng 19750 19314.00 436.00 
2) West Siang 2005-06 27684 27274.00 410.00 87.18 
3) Lower Subansiri 15816 11295.00 4521.00 
4) Papum Pare 31809 24989.00 6823.00 

95054 82869.00 12190.00 
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C West Siang 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) I (II) 

Dupu 67 WS/HTS/RICE/2003/02 dt. April 2003 303 3357 100.00 335700 23.45 76.55 256978 
09.05.03 

Gameng 156 \\'S/IJrS 1RICE/2003/02 dt April 2003 285 2 136 100.00 213600 5-160 45 40 96974 
09 ()) 03 

Gate 124 WS/HTS/RICE/2003/02 dt Apnl 2003 306 3500 200.00 700000 43.40 15660 548 100 
09 05.03 

Mechuka 111 9 WS/ll l"SiRICE/2003103 dt. April 2003 369 4b50 1300.00 6045000 391 65 908.35 4223828 
10.05.0J 

Payum 220 WS/HTS/RICE/2003/02 dt. April 2003 280 1570 100.00 157000 77.00 2300 36 110 
09.05.03 

P1d1 517 \\'SIB fSIRICE/2003'02 dt April 2003 350 3935 500.00 1967500 180.95 Jl9.05 1255462 
09 0:5.03 

D1ten 46 WS/HTS/RICE/2003/0 I dt. August 2003 159 4286 200.00 857200 16.10 183.90 788195 
15 1003 

Dupu 67 WS/l 1TS/RICEJ20031U I dt August 2003 303 3357 100.00 335700 23.45 76.55 256978 

Gate 124 WS/HTS/RICE/2003/0 1 dt August 2003 306 3590 100.00 359000 43.40 5660 203 194 

LO\\ er 2 162 \\ S !HS RICE/2003/01 dt. August :?Oll3 367 4b50 1400.00 6510000 756.70 643.10 2991345 
MClnigong 

P1d1 5 17 'WS/HTS 'RJCE/2003/0 1 dt. August 2003 350 3935 500.00 1967500 180.95 3 19.05 1255462 

<; 1b~ 33 \\ S.I ITS 'RICE/200310 I di August2003 155 _,9;(l 130.00 5 16880 11 55 118 4:i 470957 
15.10.03 

Yachug1 50 WS/1 ITS/RICE/2003/0 I dt August 2003 147 3354 11 7.00 392418 17.50 99.50 333723 
15. 10.03 

Di ten 46 WSIH rs1RICE!.!003/0 l dt [).::.; 2003 159 6-133 160.00 1029280 16.10 143.90 925709 
24 02.04 

S1be 33 WS/HTS/RICE/2003/0 1 di Dec 2003 155 5933 40.00 237320 11.55 28.45 168794 
24.02.04 

P1d1 517 WS. HTS/RJCE/2003/07 dt Dec 2003 367 7029 20000 1405800 180.95 19 05 133902 
Q2.07 

Gasseng 156 WS/l ITS/RICE/2003/0 1 & Dec 2003 & 3 15 8126 30000 2437800 54.60 245.40 1994120 
02 both dl. 9.2.06 Jan 2004 

Gatt: 124 WS.HTSRICE/2003101 & Dec 2003 & 320 g~51 1200.00 10501200 4340 l l5b.60 10121407 
02 both di 9 2.05 Jan 2004 

Lov.er 2 162 WSIHTS/RICE/2003102 & Dec 2003 & 382 8904 8000.00 71232000 756.70 7243.30 64494343 
Momgong 07 both di. 9.2.07 Jan 2004 

Mc:chuka 1119 WS!HTS'RlCE/2003101 & Dec 2003 & 382 8Q04 1000.00 8904000 391.65 608 35 5416748 
02 both dl. 9 2.07 Jan 2004 

Pa yum 220 WSIHTSIRICE/2003/0 I & Dec2003 & 285 4376 300.00 13 12800 77.00 223.00 975848 
02 both di. 9.2.04 Jan 2004 

!Men 46 WS. 111 S1RlCE '2003/0 I dt Jun 2004 226 b656 360 00 23%160 16.10 343.90 2288998 
24.02 04 

~ 

S1be 33 WS/HTS/RICE/2003/01 dt Jan 2004 222 6156 230.00 1415880 11.55 21845 1344778 
24.0204 

Yachugi ~ ~ 50 \\'Sil ITS/RICEP-003/01 dt. Jan 1004 214 5 156 64.00 329984 17.50 46.50 239754 
24 02 04 

Dupu 67 WS/l ITS/RICE/2003/02 dt July 2003 303 3357 100.00 335700 23.45 76.55 256978 
22.08.03 

Cjmnc!ng IS6 WS HTS/RICE/2003102 dr. July 2003 288 2 126 100.00 11 260() 5460 4540 96520 

22 08.0J 

Gate 124 WS/HTS/RICE/2003102 dt July 2003 306 3590 200.00 718000 43.40 15660 562194 
22.08.03 
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APPENDIX - XXV . -· . . . . 

·. ' . ., . " ·. . 

Sfatemellllt shl[]lwimtg excess amolllllllt of HTS cfaimedl due ti[]! lllillll!l-iregufatioill 
. oJf danll1Ill for .tiranspl[]l]rtatfon wlithin · p~ain areas as peir R'JI'C 1raite, l[]lf FCll · 

(Reference: Paragraph 3,J,8,16; Page 44) 

··.·. 

(Allllllmmt nn Rupees) 
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. APPENDIX -XXVI 

. Statement showing District-wise, year-wise target for illllspectiolll! of FPS 
and achievement thereof 

(Reference: Paragraph 3.1;11; Page46) 
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APPENDIX - XXVII 

Statement showing shortfa ll in achievement of physical targets 

(Refere11ce: Paragraph 3.2.11; Page 54) 

Year Name of Components of consen ation activities Targets Achieve- Shortfall 
protected area ment 

(l) (2) (3) (4) (5) (6) 
2001-02 Namdapha PT 1) Construction SPT (BW) 4 umt staff I No - I No (100%) 

Quarter. 
2) Des1ltat1on of water ponds 4 Nos. - Nil - 4 Nos. (100%) 

Pakke PT 3) Construction of Beat Office building at I No - Nil- I No. (100%) 
Dichu 

Reserve Elephant 4) Improvement of water holes & saltlick 8 Nos. 6 2 Nos. (25%) 
withm Elephant Reserve 
5) Purchase and mstallatton of wireless sets 20 Nos. 16 4 Nos. (20%) 
6) Setting up of protection Squads for IO Nos. 6 4 Nos. (40%) 
chasmg away of Elephant 
7) Erection of EB fencmg 50Km 34 16 (32%) 

Tale WLS 8) Construction of Protection barrack I No 55% I No. (45%) 
9) Fuel wood plantation 25 Ha 15 Ha 10 Ha (40%) 

Itanagar WLS I 0) Construction of watch tower I No. 55% I No. (45%) 
2002-03 Namt.lapha PT 11) Mnintenat .. c: of Bri<! ic path and nature 70 Km. . J\;il - 70 Km I I oo0'o) 

trail 
12) Construction of4 units quarter I No. 49% I No.(51%) 

Re~crvc Elephant 13) Constmction of protection camp 2 Nos. - Nil - 2 (100%) 
14) Construction of Patrolling path 20Km. IO Km 10 (50%) 
15) Raistnl! of b,1mhoo pluntation 30 Ila 10 Hu 20 (67%) 
16) Fire protection 80Km 30Km. 50 (63%) 
17) l:rcct1on of electric Barrier fcncmg 40Km 25 Km. 15 (38%) 

Tale WLS 18) Construction ofpro1cc1ion built.ling I No. 45% I No (55%) 
19) Distribution of fish seed 20000 10000 IOOOONos. 

No~ \ios. (50%) 
2003-04 Narndapha PT 20) Construction of 4 um ts staff quarter at I No. 40% I No. (60%) 

M' Pen 
21) Fire protection measures LS 50% 50% 
22) Field eQu1pments LS 10% 90% .. 23) lnstallat1on of dnnkmg water suooly LS Nil 100% 
24) Monitoring of Tiger and other ammals LS 65% 35% 
mcluding poachmg 
25) Nature camp LS 10% 90% 
26) Pubhc awareness LS Nil 100% 

Pakke PT 27) Boundary demarcation IOKm Nil 100% 
28) Construction of Boat 2Nos. Nil 100% 
29) Fire lme cuttmg 20Km Nil 100% 

Reserve Elephant 30) Fire protection and fire line cuttmg 80 Km 70Km 10Km(l3%) 
31) Creation of art1fic1al saltlick 5 Nos 3 Nos. 2 Nos. (40%) 
32) Erection of Electric barrier fencing 30 Km 18 Km 12 Km(40%) 
33) Purchase of mtni truck for anti- I No. Ntl 1 No. (100%) 
depredation squad 
34) Replacement of condemned vehicle for 1 No. Nil I No. (100%) 
anti ooaching duty 
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(I) (2) (J) (4) (5) (6) 

2003-04 I ale WL:S 35 I Dbtr1hution of fish seed 200000 100000 IOOOOONos. 
l\os. Nos. 150%) 

36! Construction of SP f-11 1 huilding I No 11% I No. (89%) 
37) Poultry farm 5 l'\os 2Nos. 3 No~ (60%1 
38) Sune\ & demarcat ion Ph- I 70°0 30% 
39) Securil' rcncmg 1000 Rmt 620 Rmt 380 Rmt (38~ o) 

Iwnagar WLS 40) Suncv and dcmarcauon 100°0 I l'l-o 89% 
41 l I ree d1stnbut1011 of LPG cyl111da JOO 71 29 fan111ics 

families famil icl- (29%) 
42) Free d1~tnbutio11 of)'l1ru:>.cry 'iQ units 40 unit~ I 0 11n1tS(20°·o) 
43) Immumzntmn of dort11.$lil' nnimnl 20111'.,15 JOO No~ 1()0 Nos C5~o) 

2004-05 Namdapha PT 44) Construction of 4 unit staff quarter I No 20°/o 80% 
Pakke PT 45) Purchase of boat with hfe 1acket 2Nos. -Nil- 2 Nos. (100%) 

46) Purchase of wireless sets 2 Sets Nil 2 Sets (100%) 
47) Purchase of hand sets 10 Sers Nil 100% 
48) Construction of Bailey Steel Bndge 25 Mtr Nil 25 Mtr (I 00%) 

Eagle Nest WLS 49) MaJor animal census LS Nil 100% 
50) Purchase of solar hght 3 Nos Nil 3 Nos (100%) 
51) Survey and demarcation LS Nil 100% 
52) Control of soil erosion 200 Mtr ~11 200 Mtr (I 00°,o) 

Elephant Reserve 53) Fire line within E.R IOKm 5 Km 5 Km (50°'o) 
54) Replacement of condemned vehicle for I No Nil I No (100%) 
anll ooaching duty 
55) Raising of bamboo plantation 15 Km IOKm 5 Km (33%) 
56) Erection of Electric barrier fencing 12Km 3 Km 9 Km (75%) 
57) Construction of patrolline path 15 Km 12Km .3 Km (20°,o) 
58) Raising ofbamboo'other fodder species 60 Ha 34 Ha 26 Ha (43%) 
in degraded/blank areas within E.R 
59) Construction of wire mesh protection 200 Mtr 50 Mtr 150 Mtr (75%) 
spur 
60) Erection of PO\\ Cr fencing 20Km 13 Km 7 km05°'o) 

Tale WLS 61) Poultry Farm 5 Nos. 3 'OS. 2 Nos. (40°,o) 
62) Construction of security fencing IOORmt 38 Rmt 62 Rmt (62%) 
63) Construction of Range Office I No 59% I No (41%) 

2005-06 Namdapha Pr 64) Purchase of"" l!ie;-s ;cts 2 No~ Nil 2 No!>. (I 00%) 
65 l Purchosi; or haml sets IONos. Nil 10 Nos < IOO~ol 
66) Purchase of Rutib~r boats 2 No;s. c-· Nil 2 Nos. (100%) 
67l J\warcne's and ..:Jucotmn tour 80 Nos Nil 80 r-..os. (IOO~o) 

Pakke PT 68) Construction of patrol ling path( ha lance 201'.m Nil 20 Km (100%) 
wnrk) 
69) Construction ofprotccuon camp 7Nos I No 6 Nus (86%) 
70) Prinung of remote sen~ing mor 20 ~OS. Nil 20No~. 000%) 

Eagle Nest \\'LS 711 Inst:illation oftckphonc line 4 'lo~ Nil 4 Nos (100%) 
72) Sur~cv nnd dcmarcatmn IS Nil 100% 

Tnle WLS 73) Free distrihution of p1ggcl) 50 42 8 families (16%) 
families !am1hes 

74) Purd1asc of camp c~uipmcnts LS 50% 50% 
Itanagar \VI S 75) ( onstruct1on ofR C ( euhen 2.5 Mir 1.25 !\!tr I 25 Mtr (50%) 

76) Constru~uon of\\atch to\\er I No 50°0 50% 
77) I-rec Jistrihuuon of( GI sheets 25 13 12 fomili.::s 

families families (50%) 
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2. A~~ance payment for organising natrire 

Bet\veeri 0ctober2002 : 3. 
and March 2003 

· L7.0 

Between July and ,_ / _ -
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J>aynienf to focal contractors by ch~que 
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'Purchase of ·-store': materials froni local . -

~; - . -

: __ -. ~ --
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210 

"'.; 



hh' 

Appendices 
'-j!i-- :<J . --· ??\ . 

APPENDIX - XXIX 

··. Statetnent showing excess expendlitruure incurred Ol!Jl prncurement of 
fmmit1uure alllld medical/surgicaH ma:chineiryallid equipments 

(Reference: Paragraph 3.3.13.4; Page 80) 

(ftn Rupees). 
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APPENDIX -XXXH 

Statemellll.t showing interest recoveralble rnri tlln.e ml!tst~mdiJ[Jlg molbUillisation 
advamice 

(Reference: Patagraph 4.1; Pages 97 and 98} 
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APPENDIX - XXXIII 

Statement showing excess payment on carriage of S.K.O. 

(Reference: Paragraph 4. 7; Page 104) 

Carriage Enhanced rate Destination Distance Difference Quantity Total excess 
rate per per qtl. Per km from Miao of rate per dispatch payment 

qtl.per km w.e.f. 1.4.03 at to qtl. Per (in qtl.) (Cols 4x5x6) 
valid upto which payment destination km (in Rupees) 

31.3.03 was made 
(Rs) (Rs) 

l 2 3 4 5 6 7 
Gandhi gram 134 15.60 2,00.323 

29.J 7 125 Phapurbari 144 95.83 15.60 2,15,273 
Vijaynagar 157 39.00 5,86,767 

Total 10,02,363 
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APPENDIX- XXXIV 

Statement showing tlie quantity of materials dl~linaged 

(ll.eferen:ce:Paragraph·4.10; Page 107) 

Nqvember 
2bo2to ~~~= 

JUly2004 
. i . 

\ I,. 

·-.-. !;· 
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Audit report for the year ended 31March2006 
., ' ~ ~w ''"·+•""•' ... fr YB" a 

3.1 Horticulture 

4.1 Agriculture 

4.2 Animal Husbandry & Veterinary 

2003-2004 24-09-2005 4.3 Art and Culture 

4.4 Environment and Forests 

4.5 Health and Family Welfare · 

4.6, 4.7, 4 .. 8 & 4.9 Public Works 
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Year of 
Audit 

Report 

1 

1986-87 

1987-88 

1988-89 

1989-90 

1990-91 

1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

Appendices 

APPENDIX - XXXVIII 

Status of outstanding Action Taken Notes {ATNs) on the 
recommendations of the Public Accounts Committee 

(Ref ere11ce: Paragraph 4.14; Page 111) 

Particulars of paragraphs on PAC Report in Date of presentation of 
which recommendations which the Report of the PAC to 

were made by the PAC but recommendations the State Legislature 
ATNs are awaited were made 

Paragraph Total 
number paragraph 

2 3 4 5 

3.1. 3.2, 3.3 3.6, 27th 36th 3th 08th September 1994. , , ' 
3.7. 3.8, 3.9, 40th. 42"J, 44th, 27th September 1996. 
3.10.3 .11 , 4.3, 

13 
49th Report 10th November 1998. 

5.2, 7.2 and 7.3 24th March 2000, 
21st September 200 I and 
3rd March 2003. 

3.1 to 3.7, 3.9, 27th 36lh 371
" 4oth 08t11 September 1994, , , , 

4.7, 4.8 and 5. l 
1 I 

and 42nd Report 2th September 1996, 
I 0111 November 1998 and 
24th March 2000 

3. 1 to3.8, 3.IO. 37t". 38th. 40th. 2t September 1996 
3. 11 , 3. 14. 4.5, 

16 
42nd and 45th I Ou J';ovember 1998. 

4.6, 4.8, 5.5 and Report 24th March 2000,and 
5.6 3rd March 2003. 

5.2 I 44lh Report 21 st September 2001 

3.4. 3.7 to 3.9, 39°1, 441h, 45•h and 06th March 1997, 
7.3 and 7.5 

6 
4gth Report 2 I •1 September 200 I, 

19in March 2002 and 
3rd March 2003 

3.1, 4.3, 4.4 and 
4 

39th and 44th 06tl1 March 1997 and 
5(b) Report 21st September 2001 

3.3, 3.4, 4.3, 4.4, 
6 

44th Report 21.i September 200 I 
4.5 and 5.1 

4.6, 4.7 and 7.2 3 48th Report J 9111 March 2002 

3.3, 3.4, 3.5, 3.6, 
6 

45th and 46th I 91h March 2002 and 
4.3 and 4. 10 Report 3rd March 2003 

3.2 to 3.6, 3.9 
7 

46th Report 19th March 2002 
and 3.11 
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No. of 
I/Rs 

1990-1996 00 

19%-1997 00 

1997-1998 00 

19911-1999 00 

1999-2000 00 

2000.2001 00 

2001-2002 00 

2002-2003 00 

2003-2004 3 

2004-2005 4 

2005-2006 4 

fotal II 

Appendices 

APPENDIX - XXXIX 

Statement showing the number of outstanding Inspection Reports and 
paras with money value issued upto December 2005 and their position as 

on 30 June 2006 

(Reference: Paragraph 6.1.11; Page 130) 

(Rupees in lakh) 
Sales Tax 

l\lutur \'t·hiclrs Tax Foresl 01hrrs 

No.of Money :'io.of !lio. of Money No.of No.of )lonty No.of No.or Money 
Paras value l/R~ Paras value I/Rs Paras value I/Rs Paras value 

00 0.00 00 00 0.00 4 8 62 42 3 6 48044 

00 000 00 00 0.00 2 2 76 lb I I 11 83 

00 000 2 5 2.41 4 8 4 23 3 II 947 

00 000 3 4 4.(1{) I I 7 79 I I I 25 

00 0.00 2 2 11 77 8 I I 122.72 3 3 32.56 

00 000 I I 58. IQ 7 7 14 70 2 3 1010 

00 0.00 3 5 28.98 7 9 148.31 11 27 189 73 

00 00 3 12 16.6-1 II IJ 917 73 9 :w 233 72 

25 166.89 I 2 22.43 10 42 2204.76 5 19 2973.00 

24 170.08 7 14 43.69 5 50 185.35 i2 47 1439 65 

19 17989 5 17 128.64 7 22 2433.91 13 41 1272.49 

68 516.86 27 62 316.75 66 1"'3 6198.08 6J 179 66~.44 
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APPENDIX- XL·· ... .i: 
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Appen{Jic~s · 
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'·St~tem~pt showirig'itmnmads~d·finandarre~i!Us of Grivernment 
.. "F::'c: conJ.pa~i~~rfor tbe,'.)at~styeal-:f or;.whiclffi ac~9rin~s wen~ fmmlised! '· ' · 

.:.::!?(R.dferen~!(!qrairaP~~,:7.J.fr7-~0s,··7;J.6, 'ip7,7.1.9; 7:1.7oand 7,1:t1r :'. .· 
, ·c __ .;·.,,,}'.'>··· ~-~ ... _Pagesl~l,152and153)' _. _ · 

~ • _-:;7. ,._ ~- - ' - .-;:~. :..:, ' .-- '_"-; 

'. -.,,. 
·:~;.. . . -

\.: ~·- . ,; 

' 72
':: ·•·•• . , Capitdriih'Pi~yed "repres~ni:u1.~i feed qssets~(in~lµding,capit~l wo;k-iiz~progress)p/us . 

worIµ_ng -{:apital ·except 'in' case 'of Arunac~al Prade_shJ1fdustrial Development anq . . · · 
· · Financi~l Corporation Limited, whe_re_ the capital employed is worke_d oid as a mean 9f 
. aggregate' of ppening .. and Closing baia~ces: o[pa{d-'-u]J~capiia_l, free . r:eserves and . 
· fJ()rrOWings(includ_ing reJJnance); . 
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Appendices 
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APPENDIX -XLIV 

Statement sh.owing the department-:wise outstanding fospectioim Reports 
(!Rs) 

74 

(Reference: Paragraph 7.1.13; Page 153) 

The resultS of audit of Power (Electricity) Qepartment are also incorporated in 
Commercial Chapter. 
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APPENDIX-XLV 

Statement showing the depairtment-wise draft paragraphs/reviews replies 
to which are awaited 

(Reference: Paragraph 7.1.l3; Page 154) 
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Appendices 

APPENDIX - XL VI 

Statement showing financial position, working results and operational 
performance of the State Transport Services for the three years 

upto 2004-05 

(Reference: Paragraph 7.1.15,· Page 155) 

(Ru lees in crore 

SI. No. Pa rticu la rs 2002-03 2003-04 2004-05 

A Financial Position 

I. Liabilities 

(a) Government Capital 111.97 138.32 158.12 

(b) Interest on Government - - -
Capital 

(c) Sundry Creditors 2.29 3.62 5.54 

Total 114.26 141.94 163.66 

2. Assets 

(a) Gross Block 41.16 43.87 47 08 

(b) Less Depreciation 28.33 32.52 37.06 

(c) Net fixed Assets 12.83 11 35 10.01 

(d) Current Assets Loans & 3.00 5.16 6.50 
Advances 

(e) Accumulated Losses 98.43 12543 147 14 

Total 114.26 141.94 163.66 

B. Working Results 

1. (a) Operating 

(1) Revenue 6.97 6 91 7.17 

(ii) Expenditure 15 73 27.17 21.09 

(iii) Surplus ( ·) Defic11 (-) (-)8 76 (-)20.:?.6 (-)13.92 

(b) Non-operatmg 

(i) Revenue - - -
(ii) Expenditure 1.56 1.94 1.71 

(iii) Surplus(~). Deficit(-) (-)1.56 (-)1.94 (-)1.71 

(c) Total 

(1) Revenue 6 97 6.91 7 17 

(ti} Expenditure 17.29 29.11 22.80 

2. Gross Deficit (-) (-)10.32 (-)22.20 (-) 15.63 

Add: depreciation 3.85 4.18 4.54 

3. Working Loss 14.1 7 26.38 20.17 

Add: interest on capital - - -
4. Net loss 14.17 26.38 20.17 
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A. 

(a) 

(b) 

B. 

(a) 

(b) 

(c) 

(d) 

c. 
D. 

E. 

Appendices 

APPENDIX - XL VII 

Statement showing working results of State Trading scheme from 
1999-2000 to 2001-02 

(Reference: Paragraph 7.1.15; Page 155) 

(Rupees in lakh) 

1999-2000 I ~ 2000-01 2001-02 

Income 

Sales 348.34 370.37 427.25 

Increase(+ )/decrease(-) of stock (+) 39.17 (-) 47.75 (+)115.42 

Total-A 387.Sl 322.62 542.67 

Trading Expenses: 

Purchases 438.34 348.82 355.01 

Padang matenals 67.74 14.17 99.15 

Establishment and contingent charges 195.90 202.23 291.80 

Air dropping and godown losses 30.95 17.33 13.28 

Total-B 732.93 582.55 759.24 

Trad mg Profit ( + )/ Loss (-)(A-B) (-) 345.42 (-) 259.93 (-)216.57 

Non-trading expenses - interest on 23.51 30.68 12.80 
capital and audit fee (provisions) 

Net profit (+)/Loss(-) (-) 368.93 (-) 290.61 229.37 

233 



11111 

Audit report for the year ended 31 Mardh2006' 
e ... 4 +fl'lii•t:azim>·,., ... sw=&itrnswYfi.s:.!¥1 • fFI+• •MC!4"'#i!•i;h_+*·f ·~riidHIFW?if-¥ a" iii·m!!&;,.,1, M<:eg r!f.fli1% 1 i j.ifa' *•i!h & &i¥ 

>.· 

'!· :· APP~NDIX ~ XLVIUL · .. 
'. 

· i:Sfa1tement· slliowlirig operatioria~/performance.of Power DeparfmentforJhe 
thre·e yemrs upto 2002-03 · ·· · · 
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4.00 
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44,22 - 46.06 41.55 
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