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| o " OVERVIEW

This Report includes five chapters containing five performance reviews,
including integrated audit of Agriculture Department, 19 (excluding general
paragraphs) paragraphs dealing with the results of audit of selected schemes,
programmes, financial transactions of the Government and its commercial and
trading activities.

Copies of the performance reviews and paragraphs were sent to the
Administrative Heads of the Departments concerned by the Accountant
General for furnishing replies within six weeks. All the five reviews were
discussed with the concerned Principal Secretaries/ Commissioners/Secretaries
and other departmental officers. In respect of two audit paragraphs
reply/partial reply of the Government was received and in 17 audit paragraphs,
replies had not been furnished by the State Government.

l

| Performance reviews (Civil)

L Irrigation and Flood Control and Minor Irrigation Departments

]

[ 1.1 Accelerated Irrigation Benefits Programme

Accelerated Irrigation Benefits Programme was launched with the main
objective of accelerating completion of on-going irrigation/multi-purpose
projects on which substantial investment had already been made and beyond
the resource capability of the State Government. Two major projects, one
medium project and 453 minor irrigation projects in the State were included
under AIBP during 2004-09. Till March 2009, no major and medium projects
could be completed, however, only 413 minor irrigation projects were
completed though substantial amount of investment of Rs.1,213.63 crore had
been made on these projects. Against targeted irrigation potential of 81,264
hectares, only 41,130 hectares (51 per cent) had been created. Out of the
irrigation potential created so far 61 per cent was from minor irrigation
projects. Productivity of major crops in the State either remained stagnant or
improved marginally during 2004-09, indicating that the programme had little
impact on agriculture production of the State. No evaluation studies were
carried out to ascertain the success parameters and utilisation of the potential
created in the State. As such, the objective of speedy development of irrigation
potential and its eventual utilisation for the benefits of the farmers was not
achieved to the desired extent in the State due to inherent deficiencies in
planning, poor financial management, execution and monitoring of the
projects.

(Paragraph 1.1)

vii
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| Public Health Engineering Department

| 1.2 Accelerated Rural Water Supply Programme

The Accelerated Rural Water Supply Programme aimed at accelerating the
coverage of uncovered habitations in rural areas with provision of safe and
adequate drinking water, besides revival of traditional water sources. A
performance review of the programme revealed poor planning, execution of
works with time and cost overrun, inadequate monitoring of quality of water
and short achievement of targeted objectives. Adequate drinking water was yet
to be provided to 68 per cent habitations as of March 2009. Despite spending
Rs.272 crore during 2004-09 on the programme, no evaluation studies had
been carried out to ascertain the extent of the achievement of the objectives of

the programme.
(Paragraph 1.2)

| Audit of Transactions (Civil)

|

Irregularities in records led to suspicion that work of construction of ring bund
may not have been executed, resulting in suspected fraudulent payment of Rs.
32.65 lakh.

(Paragraph 2.1)

Rupees 50 lakh appears to have been paid fraudulently to two contractors
purportedly for hiring of machinery for a canal work.

(Paragraph 2.4)

Rupees 9.95 lakh deposited in the DDO’s account for implementation of a
scheme has been misappropriated.

(Paragraph 2.5)

Government suffered a loss of Rs.21.63 lakh due to excess payment of Rs.1.63
lakh, and fraudulent payment of Rs.20 lakh to contractors.

(Paragraph 2.7)
As fish fingerlings were issued to beneficiaries without ascertaining their
possession of pond of requisite size and by not following conventional norm
of stocking ratio of species combination, expenditure of Rs.73 lakh incurred in
implementation of a fishery scheme appears to be doubtful.

(Paragraph 2.8)
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Overview

Integrated Audit |

Agriculture Department ! |

|

& Integrated Audit of Agriculture Department 1

State agricultural planning lacked emphasis on regional priorities and needs of
field formation and beneficiaries. Retention of huge cash balances at
year-ends, diversion of funds, low revenue realisation of departmental farms,
drawal of advances through fully vouched bills and utilisation of departmental
receipts instead of depositing them into Government accounts warrants rigid
streamlining of financial management and the ways expenditure are
controlled. While implementation of Oil Production Programme and Soil
Testing Laboratories programmes deviated from the works-plans, the review
also exposed more serious issues in distribution of quality seeds, organisation
of farmers’ field training, rodent control measures and execution of works at
two departmental farms that needs further investigation. The Department also
needs to revamp their man-power utilisation and their internal control
measures.

(Paragraph 3.1)

[ Revenue Receipts ]
| 4. Revenue Receipts |
| 4.1 Trend of revenue receipts J

Revenue raised by the State Government during 2007-08 was 11 per cent of
the total revenue receipts against 9 per cent in the previous year. The balance
89 per cent of receipts during the year was from the Government of India.

(Paragraph 4.1)

The tax revenue receipts of the State Government during 2007-08 increased by
15.33 per cent as compared to the previous year while that of non-tax revenue

increased by 53.88 per cent.
(Paragraphs 4.1.1 & 4.1.2)
The arrears of revenue as on 31 March 2009 in respect of some principal heads

of revenue amounted to Rs. 10.56 crore of which Rs. 5.74 crore was
outstanding for more than five years.

(Paragraph 4.5)

ix
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[ Performance Reviews (Revenue)

| Taxation Department

| 413 Transition from Sales Tax to VAT System

No time limit was fixed by the department either by way of circulars or
notifications to bring all the eligible Pre-VAT dealers, liable to be registered
within the ambit of the VAT Act. Only 22 per cent of the dealers registered
under repealed Act could be brought within the purview of the VAT Act.

(Paragraph 4.13.7.1)

Important registers like “Register of receipt of returns”, “Register of
defaulters”, “Register of casual dealers”, “Registers to watch the recovery of
the arrears of tax, interest, penalty etc.” under the repealed Act and the VAT
Act were not maintained.

(Paragraph 4.13.10)

Seven dealers did not pay tax of Rs. 1.58 crore for the period from 2005-06 to
2007-08. No action was taken by the department to recover the dues. The
dealers were, also liable to pay interest of Rs. 1.22 crore.

(Paragraph 4.13.13)

Two dealers had defaulted in the payment of tax of Rs. 1.51 crore along with
the relevant returns for the period from 2005-06 to 2007-08. The penalty of
Rs. 45.64 lakh though leviable was not levied.

(Paragraph 4.13.16.1)

Value added tax of Rs. 24.08 lakh was required to be deducted at source from
the bill of a contractor dealer. However, Rs. 7.87 lakh only was deducted from
the bill of the contractor. This resulted in short deduction of VAT of Rs. 16.21
lakh.

(Paragraph 4.13.19)

l Transport Department

4.14 Review on “Information Technology Audit of the Department of
Transport”

In five DTOs selected for the implementation of the computerisation
programme, it is yet to be implemented despite availability of computer
equipment and trained manpower since 2006-07.

(Paragraph 4.14.6.1)

Though computerisation programme was introduced in DTO, Imphal West in
2003, the software modules available are still only partially utilised.

(Paragraph 4.14.6.2)
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Insurance details were not entered in respect of most of the vehicles.
(Paragraph 4.14.7.8)

Tax amount was not entered in respect of 62 vehicles registered from 2003
onwards.

(Paragraph 4.14.7.10)

Fine was not imposed in respect of 4,214 vehicles registered after more than
30 days of the date of purchase after 2003.

(Paragraph 4.14.7.11)

Hand Held Terminals had not been purchased by MANITRON' as per the
terms of the contract even after seven months of the implementation of the
smart card.

(Paragraph 4.14.8.3)

There was no documentation of modifications made to the application
software.

(Paragraph 4.14.11.1)

Audit of Transactions (Revenue)

Professional tax amounting to Rs. 43.23 lakh including Rs. 26 lakh which had
remained unrealised for more than three years was not realised from the
Principal Officers.

(Paragraph 4.15)

Professional tax amounting to Rs. 24.95 lakh was not realised from 2,495
permit holders of goods vehicles, trucks and three wheelers by Director of
Transport, Manipur and District Transport Officer, Bishnupur.

(Paragraph 4.16)

Home department failed to realise Rs. 73.50 lakh towards charges for
deployment of security guards at various banks.

(Paragraph 4.17)

Electricity bill amounting to Rs. 15.60 lakh paid by a consumer was utilised
for unofficial purpose.

(Paragraph 4.18)

Application of incorrect rate of billing resulted in short levy of clectricity
charges of Rs. 39.67 lakh.

(Paragraph 4.19)

! Manipur Electronics Development Corporation Ltd., a State PSU.
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'Highlights.

Accelerated Irrigation Benefits Programme was launched with the main
objective of accelerating completion of on-going irrigation/multi-purpose
projects. on which substantial investment had already been made and
‘beyond the resource capability of the State Government. Two major
projects, ome medium project and 453 minor irrigation projects in the
State were mcﬂuded under AIBP during 2004-09. Till March 2009, only
413 minor nrn‘ngatmn projects were completed th@ugh subsftantmﬁ amount
“of investment of Rs.1,213.63 crore have been made on these projects. No
evaluation studies were carried out to ascertain the. success parameters
and utilisation of the potential created i in the State. As such, the objective
of speedy development of irrigation potemmﬂ ‘and its eventual utilisation
for the benefits of the farmers was not achieved to the desnred extent in
the State due to inherent’ deficiencies *in pﬂanmng, poor financial
managemem execution and monitoring of the projects.

(Paragraphs 1.1.9(a) and (b))




: Audzt Repor t for the year ended 3 ] March 2009 :

(Paragraphs '1;1'.10)

AFVA‘ec'eI'erated I1r10at10n Beneﬁts Programme (AIBP) was launched by the

Government of Indla (GOI) durlng 1996-97to provide financial assistance to -

the States for acceleratmg the 1mp1ementat10n of on-going irrigation pIOJects
on which substantial investment had already been made and which were
beyond the resource capab111ty of the State Governments. The scheme initially
covered only major and medium 1rr1gat10n prolects but was later extended to

- minor irrigation- schemes durmg 1999-2000: for projects with irrigation

potential of less than 2000 hectares In the case of special category States, the
central assistance comprised of 90 per cent-of the prolect cost and the States

' were to contrlbute the remammg portlon In the State, the programme covered
_ two maJ or’ , one medmm and 453 minor 1mgat10n pI'O_] ects durmg 2004-09.

! Thoubal Multlpurpose Project and Khuga Multlpurpose PrOJect
? Dolaithabi Barrage Project.




Chapter I: Performance Reviews (Civil)

I 1.1.2 Organisational Set up

Irrigation works under AIBP are executed by two departments viz. Irrigation
and Flood Control Department (major and medium projects) and Minor
Irrigation Department (minor irrigation projects). The organograms of the two
departments are given below:

Commissioner Commissioner
(Irrigation & Flood Control) (Minor Irrigation)
[ ' [
Chief Engineer, Chief Engineer, Minor
Irrigation and Flood Control Department Irrigation Department
[
Superintending Engineer Superintending Engineer Superintending Engineer
(Thoubal Circle) (Khuga Circle) (Minor Irrigation)

]

]

Executive Engineers (5)

Executive Engineers (4)

Executive Engineers (4)

1.1.3 Scope of Audit

The performance review of the programme was carried out for the period
2004-09 during May to September 2009 covering the two major irrigation
projects — the Khuga Multigurpose Project (KMP)’ and the Thoubal
Multipurpose Project (TMP)" under the Irrigation and Flood Control
Department. In addition, 30 minor projects of the Minor Irrigation Department
were test-checked. The review covered an expenditure of Rs.609.95 crore (61
per cent) out of the total expenditure of Rs.1,006.93 crore’.

| 1.1.4  Audit Objectives

The objectives of the performance review were to assess whether:

» planning of the projects was effective and the objective of the scheme
were achieved;

b4

targeted irrigation potential was created,;
release and utilization of funds were done in a judicious and effective
manner;

» implementation of the projects was done effectively, efficiently and
economically; and

Y

» monitoring and evaluation systems were functioning effectively.

* Implemented by Khuga Headworks Division, Khuga Spillway & Intake Division, Khuga Canal Division | and
Khuga Canal Division I1.

* Implemented by Thoubal Project Division L II, IV and VI and Task Force Division

5 Rs. 647.53 crore (Thoubal), Rs.349.70 (Khuga), and Rs. 9.70 crore (30 Minor Irrigation Projects)
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| 1.1.5 Audit Criteria

Audit findings were benchmarked against the following criteria:

» Scheme guidelines;
» Detailed Projects Reports of the selected projects;

» Other circulars/instructions issued by Ministry of Water Resources and
Central Water Commission, and

» General Financial Rules and Works Manuals.

| 1.1.6  Audit Methodology

The audit methodology included selection of projects based on simple random
sampling without replacement method, holding of an entry conference (April
2009) with the officials of the departments, checking of records and
documents of the selected offices, analysis of data and documentary evidences
on the basis of audit criteria to arrive at audit findings, conclusions and
recommendations. Audit findings were discussed with the departmental
officers in an exit conference (October 2009) and their views, wherever
available, had been incorporated in the review.

| Audit findings

The important points noticed in implementation of the programme are
discussed in the succeeding paragraphs.

I 1.1.7 Planning

Planning is an integral part of programme implementation. The Department
did not prepared any perspective plan for systemic implementation of the
scheme under AIBP. The details of financial and physical status of the two
major, one medium and 453 minor irrigation projects under AIBP in the State
as on March 2009 are shown in the table below:

Table 1
(Rupees in crore)
Total Creation of
Name of Foitmatad cost Scheduled c.iate of Actual Sxnenditure wngatl-on
the - completion commencement potential
(March A
projects ; v _ of work 2009) (in hectare)
Original | Revised | Original | Revised Target | Actual
Thoubal 47.25 715.81 1987 3/2009 1982 647.53 33,400 | 10,061
Khuga 15.00 381.28 1987 3/2010 1982-83 349.70 14,750 | 6,000
Dolaithabi | 18.86 98.37 | 1996-97 | 2008-09 1992 88.37 7,545 Nil
}“'.“"’. 14219 | — |2009-10 | — 2005-06 12803 | 25,569 | 25,069
rrigation
Total 223.30 | 1195.46 1213.63 81,264 | 41,130

Source: Departmental records

As can be seen from the above table, there was inordinate delay in completion
of the major and medium irrigation projects. The revised cost of these projects
has shot up by five to twenty five folds against the original estimated cost.




. detailed calculation of Benefit-Cost ratio,

Chaptel 1 Pe/ f01 mance Revzews ( Clvzl)

Detailed Project Report containing ‘information. about cropping pattern,
financial return, agriculture

~production in the under pre-project area- and after completlon of the project

was not furmshed to audit:

" The main- obJectlve of the AIBP of speedy development of irrigation’ potentral
-and its eventual utilisation for the benefit of the. farmers, however, was not
achieved due.to poor planning for systematic 1mp1ementat10n of the schemes
and execution of works. As a result, against total target of irrigation potential
* . of 81,264 hectares, only 41, 130 hectares of 1rr1gat10n potentlal was achieved
as on March 2009 -

The project-wise p0s1t10n of allotment of funds and: expendrture durmg 2004— _

09 is shown in the table as below: ,
' ’ ' - Table2

' crore durmg the perrod 2004- 09 for 1mp1ernentat10n of the two major, one
. medium, and 453 minor 1rr1gat10n projects. However, the State Goyvernmient -~
- released only Rs.510.71 crore to the 1mp1ement1ng agen01es withholding |

3 (Rupees in crore)
SURE S Funds Cemral fundls - State share Totall funds :
i R Total o
. :Project released»by released by |- released - made’ Expen dlnture** »
o Cemre State Govt. 'durmg 2004 09 avanﬂab}ie
- e (@) _' 2) . R COME G R S I ) i ;(6)
Khuga 98.77 103.27* 77.16 . 180.43 181.67
Thoubal 291.66 263.70° - 131.31 -395.01" . 418.54
Dolaithabi 65.96 34.92 ] 27.14 62.06 - 62.06
Minor Imgatron 114.50 108.82° . 14795 123.57 - 128.90
1 Total - 570.89 7 | 0510780 i | 250367 o '-761".07,,’ e 7791.17, L
: Cx mcludes carry forward balances of the prev1ous years

*¥ Total Expenditure in column (6) i is inclusive of sales tax, income tax etg. wluch are deductable from the

- contractor’s bill through book-adjustment
Source Departmental records

As seen from the table the Govemment of India released a total of Rs. 570 89

Rs:60.18 crore.

Test check also revealed that as against AIBP guidelines to release central *
assistances within 15 days ‘of their receipt to the. 1mp1ementmg agenc1es the -

State Government released central funds with delays ranging from 165 to 206

-days (Khuga Multipurpose Project), 10 to 337 days (Thouba! Multipurpose

”Project) and 10 to'2'5'2 days (Minor Irrigation projects).

()  Rush of expendtture ‘

As per General Frnancral Rules money should not be spent hastily Just to
- avoid the lapse of fund. It was, however, noticed that the Department incurred

16 to 71 per cent (Khuga) 23 to 67 per cent (Thoubal) and 11 to 46 per cent

"(Minor Irrigation) of the total expenditure in March alone, indicating that

financial control mechanism as envisaged in the GFRs had not been exercised.
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(ii) Parking of funds

Due to poor financial control, the following central funds was drawn and
placed in ‘8449 — Other Deposits’ and then withdrawn as follows:

» Rs.10.83 crore of Khuga Project deposited in March 2007 and
withdrawn in piecemeal between July 2007 and July 2008;

» Rs.48.97 crore of Thoubal Project deposited between March 2007 and
March 2009 and withdrawn between April 2007 and July 2009; and

» Rs.1.04 crore of Minor Irrigation projects deposited in March 2007
and withdrawn during March 2008.

AIBP funds were parked in this head of accounts on the instruction of the
Finance Department to enable submission of utilisation certificates so as to
obtain further AIBP funds from the Central Government. It was also noticed
that subsequent withdrawals from the deposit head could only be withdrawn
on the specific sanctions of the Finance Department.

Thus, release of Central funds was delayed and parking of funds hindered
timely implementation of the projects.

(iii)  Diversion of funds

Test check revealed that an amount of Rs.85.99 lakh of AIBP funds in respect
of Minor Irrigation projects was utilized for other purposes viz., purchase of
petrol, photocopier machine, Maruti Gypsy, repair works, payment of
electricity bills, wall fencing, approach road, remuneration of Work Charged
and Muster Roll staff efc. resulting in diversion of AIBP funds.

The Department admitted (October 2009) the fact and stated that the amount
would be recouped when the State funds were available. However, no

information on recouping of the diverted amount had been intimated
(December 2009).

[ 1.1.9 Programme Implementation

Important audit findings noticed in two major and 30 minor irrigation projects
selected in the review are discussed project-wise as below:

[ (a)  Khuga Multipurpose Project

The project work commenced in 1982-83 and was scheduled to be completed
by 1987, later revised to March 2010. As of March 2009, only the dam and
spillway portion had been completed and canals works of about 59 km (70
per cent) of 84 km of targeted length had been reported as completed,
achieving partial irrigation potential of 6,000 hectares.

However, joint inspection (June/July 2009) revealed that only about 46 km
of canal work was completed. Water on right side main canal could be

6
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conveyed up to 10 km though construction up to 40 km had been completed.
On left side main canal, water could be conveyed up to 2.20 km, as work had
been completed up to that point. However, as of August 2007 the Department
had already incurred Rs.2.39 crore on works beyond 6.50 km. This
expenditure will be infructuous till the intervening stretches of the canal are
connected. There was also no detail of irrigation potential of 6,000 hectares
claimed to have been created by 2008-09.

Audit findings noticed are as follows:

(i) Sloughing down of the dam

The top portion of the dam developed a crack apparently due to subsidence of
the underneath layers soon after its completion in March 2009. During a joint
inspection (May 2009), it was noticed that a portion of dam in the upstream
side near the Spillway had sloughed down for about 10 metres in length, due
to which the retaining wall above the dam was found cracked in two portions
on the downstream side, as evident from the photograph below:

s

o et -

Crack developed in the retaining wall

During exit conference the Department stated (October 2009) that the defects
had since been repaired. However, information regarding the amount involved,
the design adopted, the man-power and technique used and the party who bore
the cost of repairs could not be furnished. It is not clear how repairing work as
serious as sloughing of dam could be done in such short time of six months
and without department having any details of the repair work.

Thus, the prospect of 86.08 million cubic metres of water held by the dam
gradually sneaking into the weak portions and breaching the dam at some
point of time in future with catastrophic result cannot be ruled out.

(ii)  Selection of alignment of canals

The alignment of the right side canal of the project for the first few kilometres
was chosen at a higher level on the hill slopes, despite Executive Engineer’s,
Khuga Canal Division | observation (June 2004) that the alignment was three
metres higher than designed and therefore could breach. The apprehension
turned out to be correct, for on trial runs during June and July 2009 the
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embankments of the right side canal breached at three places i.e. RD 3.1, 5.3
and 9 km, as shown in the photograph below:

Canal breached during
trial run due to adoption
of higher canal alignment

Further, alignment of canal at higher level also led to abandonment of micro
hydel project that was included in the initial project design, as pressure head of
water was reduced due to the incorrect canal alignment.

~Thus, incorrect canal alignment not only led to breaching of canal at three
places during trial run but also_abandonment of micro hydel project. The
objective of providing irrigation facilities was also frustrated.

(iii)  Undue benefit to contractor

For construction of right side main canal (RD 49.02 to RD 49.08 km) awarded
(May 2000) to a local contractor, steel materials worth Rs.10.67 lakh had been
issued to him. As the contractor neither took up the work nor returned the
construction materials issued to him, cost of unreturned materials was
recoverable at double the issue rate. However, no amount was recovered,
resulting in undue benefit of Rs. 10.67 lakh to the contractor.

During exit conference the Department stated (October 2009) that they had
sent circular to all the divisions of the department for effecting recovery of the
dues from the contractor’s payments available with them.

(iv)  Suspected fraudulent expenditure

During July to October 2008, two Divisions® released an amount of Rs.15.27
crore to 66 contractors on hand receipts for construction of canals at different
stretches. However, there were no agreements and recorded measurements for
the works stated to have been done by the contractors.

The Department stated- (October 2009) that it released the payments on the
hand receipts due to urgency of utilisation of the cheque drawal authority

¢ Khuga Canal Division I and Khuga Canal Division 1
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within a limited period and the bills were prepared after the payments. The
reply is not acceptable as there was no work order and no record of
measurements in the measurement books for the works stated to have been
executed and therefore, the payments appear to be fraudulent.

(v)  Power Component

Although the department claimed to have achieved 40 per cent on the power
component (3 x 500 KW) as a whole and 80 per cent on the civil construction
works at a total expenditure of Rs.340.53 lakh, physical verification of the
power house and electrical equipments did not corroborate the claim of the
Department.

As of December 2009, the trifurcation penstock pipes have not yet been fitted,
the motors were broken and some of the equipments stated to have been
procured as early as 1991 were left uncared for in the open lawn for 18 years,
as shown in the photographs below:

Power house
claimed to be 80 per
cent complete by the
Department

Trifurcation penstock pipes Broken motors

S B TN

Transformers Turbines
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(vi)  Water Supply Component

The water supply component’ of the project was completed (February 1995) at
a cost of Rs. 6.24 crore. However, during trial runs (February to May 1995)
the delivery pipes failed. A vigilance enquiry (May 1997) pointed out design
defects and it was decided that the work should be executed under the
supervision of the Public Health Engineering Department. However, no
rectification work had been taken up as of December 2009.

The initial decision to execute the water supply works by IFCD was incorrect
as it did not possess the required technical experience, and led to not only
wasteful expenditure of Rs. 6.24 crore but also deferring the intended benefits
of providing drinking water facility to the 1.4 Ilakh inhabitants of
Churachandpur town and its surrounding area.

The project scheduled to be completed by 1987 is still not complete even after
22 years, and is presently re-scheduled to be completed by March 2010. Till
canal works are complete, the targeted irrigation potential of 14,750 hectares
will not be achieved, despite completion of dam and spillway of the project.

[ (b)  Thoubal Multipurpose Project

As of March 2009, only 60 per cent (dam), 70 per cent (spillway), 89 per cent
(main canals) and 68 per cent (distribution system) had been completed. Joint
inspection (August and September 2008) observed that though the left main
canal had been constructed up to RD 24.418 km, water could be conveyed up
to RD 13.939 km. during rainy season only. Beyond this point, the flow of
water was hindered by siltation, weeds and grasses and was completely
blocked at RD 21.36 km, as shown in the photograph below:

Left main canal
completely blocked
at RD 21.36 km.

Left side main canal blocked at RD 21.36 km.

In the Charangpat Branch Canal though construction had been completed up
to RD 6.30 km, water could be conveyed in this branch canal only during the
rainy season as there was insufficient water during lean seasons. Other audit
observations noticed are as follows:

"Supply of 5 MGD by 1999-2000 to Churachandpur town.
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' Chaptel 1: Pezfozmance Rewews (Czwl)

(i) Extra ‘expenditure due to delay in pdyment of arbitration award

An arbmatlon award of Rs 2.40. crore was to be pa1d (October 2008) to M/s
Ansal Properties & Infrastructures Ltd. in respect of various claims raised by
them, failing which the Department was liable to pay the contractor an interest
- at the rate of 18 per cent per annum from the date of award

"~ The Department requested (December 2008) for a cheque drawal authorlty for

~ payment of the award. However, the Finance Department delayed issuing

~ cheque drawal authority till 27 March 2009. Consequently, the Department
had to pay an avordable interest of Rs: 18 36 lakh8 to the contractor.

The arb1trat10n award. could have been paid from central fund of Rs. 24 54 -
crore withhold by the State Government during 2008- 09 and thus the interest
payment could have been avo1ded '

(ii) Recovery of interest -

Over the years the Department had given- several mob111zat10n and machmery
advances to the contractors engaged n construction of the spillway. However,

- the Department did not recover the full interest amount due from the

contractors. Test check of three runmng account (RA) bills® revealed that the
department recovered Rs. four crore short from these RA bills, extending -
- undue financial aid to the contractor. The Department stated (October 2009)
that they would soon recover the balance amount. However, no recovery has
been intimated as of December 2009. | '

(iii) Undue benefit tocontractor due to n‘on-adoption of justified rates

| The Department made (April 2005) a second revision of rates of the balance

works of the project and worked out “a Justlﬁable cost of Rs.289.72 crore
_(dam) and Rs.77.74 crore (sprllway) These were done on the base price of -
2005 by adopting the norms of cost control . of CWC for Workmg out a -
Justlﬁable amount. - - : o

The firms, however, refused to execute the balance ‘works at these amounts
- stating that they had to incur huge additional expenses due to adverse law and

order situation. The Governiment ultimately approved the cost of the balance
works-at their: negotlated rates’ 6f 'Rs.294,18.crore (dami) and Rs.78.90 crore

(spillway). These were respectively Rs.4. 46 crore and Rs.1.16 crore above the
justified rates. ThlS resulted in extendlng undue benefit of Rs.5.62 crore to the
firms. ' ‘

¢

-

8.0f this, to the end of March.2009, the Department had paid Rs.14.30 lakh (Cheque No. D 059 530 dt 263.09—
Rs.12.30 lakh and Cheque No. D 059 562 dt. 30.3.09 — Rs.2.00 Iakh) A sum of Rs.4.06 lakh was adjusted by short
recovery of Machinery Advance from the contractor in the 111™ RA bill.

* °Rs.57.55 lakh (101 RA bills), Rs.185.49 lakh (1 10® RA bllls) -and Rs.156.60 lakh (1 13‘h RA btlls)

11
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S —

In another case, the Department sanctioned (February 2008) two extra items'’
in the Spillway and allowed rates higher than the justified rates giving an
undue benefit of Rs.7.44 lakh to the contractor; of which Rs.4.47 lakh'' had
been so far paid as of July 2009.

The Department stated (October 2009) that in view of the disturbed situation
under which the contractor was working the excess was negligible. The reply
was not acceptable as by that time the Government had posted adequate
security and good working atmosphere had been restored to the site.

(iv)  Infructuous expenditure on shifting of canal alignment

Contract of right main canal (November 1989) from RD 6 km. to 7 km was
closed (January 1995) after payment of Rs.48.23 lakh and the balance work
was awarded (December 2000) to another contractor and was paid a total
amount of Rs.95.22 lakh' up to March 2007. However, during execution
extensive sinking/depression of the canal banks were noticed at several places
associated with heaving up of the adjoining paddy fields.

Geological Survey of India (GSI) advised (chober 2004) to shift the
alignment of the canal to a higher level as the soil conditions were unsuitable
for canal alignment. The alignment was subsequently changed and work order
for the new alignment was issued to a contractor in November 2006. Thus, the
defective planning resulted in infructuous expenditure of Rs.1.43 crore on the
old alignment.

The Department stated (October 2009) that soil testing was not generally done
for canal embankments. The reply was not acceptable because GSI in a
preliminary note had pointed out (April 1993) that the alignment between 5.9
to 7.3 km of the canal was not technically suitable. The Department while not
considering the opinion of the GSI, awarded the balance work in December
2000, which led to infructuous expenditure of Rs.1.43 crore.

v) Unjustified closure of works

Three canal works awarded to three contractors were closed without any
justification after execution of 45 to 95 per cent of the works and the
remaining portions of the works were awarded to new contractors at rates
much higher than those of the original contracts resulting in extra expenditure
of Rs.3.77 crore as of March 2009. Had the works been completed through the
original contractors, this extra expenditure could have been avoided.

The Department stated (October 2009) that the construction works on the right
main canal was suspended on the advice (February 1994) of the then Chief
Engineer. When the works was decided to be resumed, the contractors

" Providing & fixing 25 mm dia anchors 2.5 M long dowel bars and Providing & fixing 25 mm dia anchors 3 M deep
on Chute floor and anchored walls

11366 cum x (Rs.807 - Rs.782) + 7944 cum x (Rs.1718 - Rs. 1666) = Rs.4.47 lakh

" up to 13th RA bill paid in March 2007

12
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expressed their inability to continue at the old rates and the balance works
were awarded to new contractors at the then prevailing market rates.
Therefore, the extra expenditure was unavoidable. The reply was not
acceptable as there were no justification for suspension of the works.

(vi)  Infructuous expenditure on syphon construction

A canal syphon constructed (August 2000) at RD 25.518 km at a total cost of
Rs.1.30 crore on the left main canal did not serve any useful purpose as
construction of the canal was discontinued (November 1995) from RD 24.418
km, about one kilometre ahead of the syphon.

The Department stated (October 2009) that the canal syphon was necessary for
some “policy of the Department” and in consideration of the Wangjing River
Project though construction of the left main canal beyond 24.418 km could not
be taken up due to land dispute. However, the Department did not elaborate
what “the policy of the Department™ was and how a structure of the Thoubal
Multipurpose Project had anything to do with another river project not
connected with it.

(vii)  Power Component

The work of power component (3 X 2.50 MW) was awarded (June 1992) to a
firm'? at Rs.5.52 crore for completion by July 1994. The firm supplied power
equipment worth Rs.2.90, crore up to November 1995 and was paid (April
1997) Rs.2.26 crore. Thereafter, no further supplies were made.

As the shed where the power equipment was kept was burnt down (July 2001)
by militants, the equipment becoming unusable/obsolete by the time it is
actually put to use after completion of dam cannot be ruled out.

The Department stated (October 2009) that the contract with the firm would be
rescinded and works for acquiring the remaining electrical parts, construction
of the power channel and construction of the power house had been initiated.

The project scheduled to be completed by 1987 could not be completed even
after lapse of 22 years. The date of completion was last revised on March
2009. However, subsequent revision beyond this has not been furnished.
Considering the pace of construction of the project, the prospect of realising
irrigation potential of 33,400 hectares in near future looks bleak.

[ (c) Minor Irrigation Projects

The State Government had completed 413 minor irrigation projects during
2004-09 with irrigation potential of 25,069 hectares. However, joint inspection
(June/July 2008) of 13 minor irrigation projects (out of 30 projects selected in

* M/S Triveni Engineering Lid.
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the review) revealed that in most of the sites visited, the farmers were getting
water mainly during rainy seasons and there was insufficient water during lean
seasons. Other audit observation is as follows:

(i) Construction of weirs

“Construction of pick up weir across Kongba River at Karongthong near
Khabeisoi” sanctioned under AIBP during 2005-06 was awarded'® (April
2006) to a local contractor at Rs.13.75 lakh and had been paid Rs.13.72
lakh"up to March 2009. During 2007-08 the same work was included under
AIBP and the work was again awarded (January 2008) to the same contractor
at Rs.17.51 lakh and had been paid (February and March 2009) Rs.10.42
lakh'®".

However, during field visit no structure was found at the stated site, except for
a stack of about 2-3 truckloads of shingles, as shown below:

No pick up weir had been
constructed at the proposed site,
except for stacking of shingles.

Vs e = i [ s
Shingles stacked for construction of the pick up weir

The Department stated (October 2009) that the work was taken up in two
phases — the first phase for construction of coffer dam, cut off walls, side walls
below the ground level, wing walls and dam floor, and the second phase for
extra cut off wall, piers, slabs, shutters, apron and other super structures. The
weir had been constructed at different site at the request of the local MLA and
produced photographic evidence of construction of the work.

The reply of the department is not acceptable as in both the occasions
proposals of funds and work orders were made for construction of weir at
Karongthong and not at another location. Department’s contention of taking
up the work in two phases is also not correct as the work was stated to have
been completed in March 2007. Further, the Department could not specify the
other location where the weir was constructed and the photographic evidence
was that of a larger work of a barrage with provisions of gates/shutters and not
that of a pick-up weir where gates/shutters are not to be fitted. Therefore, the
possibility of payments of Rs.24.14 lakh without constructing any weir cannot
be ruled out.

" Agreement No.MID-ITIAgri/2005-06/82 dated 14.4,2006
"% 4™ and final bill - 31.3.2000
' 18.2.2009: Rs.2.89 lakh and 31.3.2009: Rs.7.53 lakh
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LLI0 Inpactassessment.

The v1ab111ty of 1n10atton schemes is measured by the economic beneﬁts that
would accrue to the beneficiaries through increase of irrigation. Against
targeted irrigation potential of 81,264 hectares, only 41, 130 hectares (51 per
cent) had been created as of March 2009. Out of the 1rr1gat10n potent1a1
created so far 61 per cent was fl om minor 1rr1gat10n pI‘O] ects

. ‘However creation of. 1rr1gat10n potential of 41,130 hectares raises a-question
on the veracity of the -achievement claimed by the Departments, as evident
from the preceding paras. In Khuga Project, water was. conveyed only for
about 12 km against completed canal length of 59 km while in Thoubal

" Project and the 13 minor irrigation projects physically verlﬁed during audrt :
water could ﬂow in canals only during 1 ralny seasons

- Audit also analysed the success of the programme by measuring agrlcultural
product1V1ty in the State. Production of major crops in the State during 2004-
09 is shown in the table below:

Table 3

(in thousand MT)

2004-05-| - 457 3 32 18 22 224
2005-06.| 393 -5 29 20 22 237
2006-07 |- 418 5 32| 19 23 - 255
2007-08 | 516 5 32 | 21 25 263
1200809 | 518 | 5 | 36 | 23:| 26 - 298 -

" _Source: Records of State Agriculture Department

As can be seen from the above table, crop ‘productions have either remained
stagnant or improved marginally during these years, and is indicative of the
fact that irrigation’ potent1a1 created have margmal or no impact on the
agrlculture of the State '

- As per guldehnes the Central Water Commlssmn (CWC) was required to .
) _Qmonltor the major prOJects through field visits at least twice a year. However,
in respect of the two Projects only. six such V1s1ts had been made by the CWC
during 2003-09." The CWC observed that the length and discharge of the
canals had been altered from the original plan which would alter the scope of
the project, late release of central assistance, non—avallabrhty of adequate
- construction materials in time, and that funds were used on components not
included in the AIBP. Monitoring of minor irrigation prOJects was to be done
by the State Government through independent agencies periodically and
" assessed against pre-determined targets. However, no such monitoring was
conducted. The Department stated (October 2009) that representatives of the
' Government, the Chief Engineer of the Department and the Executive
Enginéers concerned monitored the projects on earlier occasions. This was not
- acceptable as monttormg was to be done by mdependent agen01es '
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Monitoring of the programme was essential to judge;extentl of success .or
failure of projects and for taking remedial measures. However, no evaluation
studies of AIBP were carried out to ascertain the success parameters and
_“utilisation of the potential created in the State. Therefore, the much delayed
* 'major and medium projects needs more stringent monitoring;: |

.12 Conclusion:

- The obj ective of. sp'eedy development of irrigation potential and its eventual
‘utilisation for the benefit of the farmers was not achieved to the desired extent
* in the State, due to inherent deficiencies i in plannmg, financial management,
execution, major deficiencies in selection of canal alignments and monitoring.
Funds were released with inordinate delays. The major projects had not been
completed even after 22 years after the original schedule date of completion.
Due to inordinate delay in completion of the major and medium projects, the
latest estimated cost of the projects shot up by Rs. 1,114.35 crore, nearly 15
- times of the original estimated cost. As against creation of total irrigation
potential of 81,264 hectares, irrigation potential of 41,130 hectares (51 per
' ‘cent) has only been created as of March 2009. Evaluation studies of AIBP
‘were not carried out to ascertain the success parameters and utilisation of the
-potential created in the State.

> The Department should adopt adequate planning process for taking
' up/execution of projects so as to avoid cost and tlme over-run of
prOJect

* » Financial management should be streamhned to ensure timely 1elease
of available funds to the 1mplement1ng agen01es and avoid diversion of
funds.

» Special efforts should be taken up for .completion of projects on war
footing so that targeted irrigation potential could be created timely for
its eventual utilisation for the benefits of the farmers.

> Regular momtormg of the proj jects should be carrled out by an agency
independent of the construction agency There should be regula1
evaluation to assess impact of the completed projects.
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_PUBLIC HEALTH ENGINEERIN

12 Accelerated Rural Water Supply Program

Highlights

The Accelerated Rural Water Supply Programme aimed at accelerating
the coverage of uncovered habitations in rural areas with provision of
safe and adequate drinking water, besides revival of traditional water
sources. A performance review of the programme revealed poor planning,
execution of works with time and cost overrun, inadequate monitoring of
quality of water and short achievement of targeted objectives. Adequate
drinking water was yet to be provided to 68 per cent habitations as of
March 2009. Despite spending Rs.272 crore during 2004-09 on the
programme, no evaluation studies had been carried out to ascertain the
extent of the achievement of the objectives of the programme.

The significant audit findings are highlighted below:

There were significant deficiencies in the conduct of Habitation Survey
which adversely affected the quality and reliability of the survey data, and
thus its utility for planning purposes.

(Paragraph 1.2.7)

In the absence of adequate and detailed planning, works were taken up in
an adhoc fashion, without a clear prioritisation of problem habitations.
This impacted the coverage of habitations, especially prioritisation of
incomplete works and uncovered/partially covered habitations.

(Paragraph 1.2.8)

The State Government was deprived of Central assistance of Rs.39.10
crore due to late submission of proposals for second instalment and excess
opening balances.

(Paragraph 1.2.9 (i)

Delay in completion of 94 schemes resulted in cost overrun of Rs.8.01
crore.

(Paragraph 1.2.10 (i)

The slip back of fully-covered habitations continued to be a major
problem, thus, raising the issue of indefinite continuity of the programme.

(Paragraph 1.2.10 (iv))

17



Audit Report for the year ended 31 March 2009

1.2.1 Introduction

The Accelerated Rural Water Supply Programme (ARWSP) was introduced
by GOI in 1972-73 to assist the States and Union Territories with 100 per cent
grants-in-aid to provide drinking water in problem villages'’. This was
withdrawn in 1974-75 with the introduction of the “Minimum Needs
Programme” (MNP). However, as the MNP was not found satisfactory,
ARWSP was re-introduced in 1977-78 to accelerate the pace of coverage of
problem villages. The entire programme was given a mission approach with
the introduction of the National Drinking Water Mission (NDWM) in 1986.
The NDWM was renamed as Rajiv Gandhi National Drinking Water Mission
(RGNDWM) in 1991 and covered ARWSP, sector reforms programme, sub-
mission projects and support services. The sector reforms programme,
launched by the GOI on a pilot basis during 1999-2000, was modified and
launched as Swajaldhara on 25 December 2002.

The objectives of the programme were as follows:

» To ensure coverage of all rural habitations with access to safe drinking
water;

» To ensure sustainability of drinking water systems and sources;
» To tackle the problem of water quality in affected habitations; and

» To institutionalise the reform initiative in the rural drinking water
supply sector.

| 1.2.2  Organisational Set up

The Public Health Engineering Department (PHED) is the nodal department
for implementation of the programme in the State with the Commissioner
(PHED) as the Administrative Head. He is assisted by the Chief Engineer,
who is the Head of the Department and assisted by an Additional Chief
Engineer and two Superintending Engineers. At the district level, nine
Executive Engineers are responsible for implementation of the programme.
The organisational structure of the Department is given below:

'7 Habitations not having a water source within 1.6 km (or within 100 m elevation in hilly areas) of its
location, or habitations having a water source but affected with quality problems, or habitations where
quantum of available safe water from any source is not enough to meet drinking and cooking need.
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Commissioner, PHED
v
Chief Engineer, PHED

4
Additional Chief Engineer

v

Superintending Engineers (Rural) (2)

A 2 3 [ 4

Executive Engineer, Executive Engineer, Executive Engineers (9)
Stores Division IPD* Division

* Investigation, planning and design

[7.2.3 Scope of Audit S : |

The implementation of the programme in the State during 2004-05 to 2008-09
was reviewed during April to June 2009 by a test check of the records of the
Chief Engineer, PHED. Records of four districts's, out of nine districts
implementing the programme and also Stores Division, Monitoring and
Evaluation and IPD Division were selected by Simple Random Sampling
Without Replacement (SRSWOR) method for detailed scrutiny, covering an
expenditure of Rs.117.40 crore, out of a total expenditure of Rs.272.38 crore.

| 1.2.4  Audit Objectives . o5 A

The main audit objectives were to assess whether:

» Survey of habitations was conducted effectively for authentic and
reliable data;

» Projects under ARWSP were formulated in conformity with
programme guidelines;

» Financial Control was sufficient and effective;

» Execution of schemes was done economically, efficiently and
effectively;

» There was an adequate and effective mechanism at different levels for
monitoring and evaluation of the scheme;

» The objective of the programme to provide rural habitation with safe
drinking water was achieved.

| 1.2.5 Audit Criteria

Audit findings were benchmarked against the following audit criteria:
» Guidelines for implementation of ARWSP (August 2000);

'® (i) Imphal East (ii) Bishnupur (iii) Ukhrul (iv) Churachandpur
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» Guidelines on Survey of Drinking Water Supply Status in Rural
Habitations (February 2003);

» Guidelines for National Rural Drinking Water Quality Monitoring and
Surveillance Programme.

| 1.2.6 Audit Methodology

The methodology included selection of units/schemes based on SRSWOR
method, holding of an entry conference (April 2009) with the Department,
checking of the relevant records, analysis of the data and documentary
evidence on the basis of audit criteria to arrive at audit findings, conclusions
and recommendations. Joint physical verification of six schemes was also
conducted. Audit findings were discussed with the Commissioner, PHED and
other Departmental officials in an exit conference (September 2009) and the
replies of the Department have been incorporated in the review at appropriate
places.

| Audit Findings

The important points noticed in the course of the review are discussed in the
succeeding paragraphs.

1.2.7 Status of Habitations

For the effective implementation of Rural Water Supply Programmes,
availability of basic data is an essential pre-requisite condition. For this
purpose, the GOI issued (February 2003) detailed guidelines to conduct a
survey in order to ascertain the status of the rural habitations with regard to
availability of drinking water.

The survey work in the State started in 2003 through an NGO (Community
Polytechnic Society, Imphal). However, the NGO, after a delay of more than
three years, submitted the survey report to the GOI in December 2006. An
amount of Rs.12.74 lakh was paid to the NGO for the survey. The delay was
attributed (December 2009) by the Department, mainly to the adverse law and
order problem in the State, and also due to the time taken in modifying and
updating the survey data, which was necessary to correct the inconsistencies in
the survey data.

The above reasons do not justify the delay of the survey work by more than
three years and indicates a slack attitude of the Department in planning the
survey work. As per the survey report there was a total of 2,734 habitations'”
(FC-602, PC-1,293 and NC-839). However, the Department arrived at a total

' Habitations include Fully Covered (FC): Habitations which receive 40 litres of water per
capita per day (Ipcd) and are located within 1.6 km of water source or at an elevation of 100
metres in hilly areas; Partially Covered (PC): Habitations which have a safe source within 1.6
km in plains and 100 metres in hill areas, but whose water availability ranges from 10 to 40
Ipcd and Not Covered(NC): Habitations which do not have any water source within 1.6 km in
plains and 100 metres in hill areas.
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habitation of 2,870 habitations (FC-789, PC-1,467 and NC-614) after the
necessary updation and modification as shown below.

Status of coverage of habitations
Total number of habitations=2,870

Fully covered
Partially covered

O Not covered

51%

However, audit scrutiny revealed the following deficiencies in the conduct of
survey:

» No survey form was printed.

» Chief District Co-ordinators/Joint Co-ordinators were not appointed
for the survey and training was not provided to the staff carrying out
the survey.

» Detailed maps were not prepared.

Moreover, the stipulated five per cent test checks of the survey data by the
supervisory officers at State/District level were not conducted. The
Department stated (September 2009) that necessary five per cent test check
was conducted. However, no documentary evidence could be produced to
audit in support of their contention.

Thus, as the survey was not conducted as per the guidelines, the quality and
reliability of the survey data could not be vouchsafed and therefore, its
usefulness for planning purposes could not be ensured. Further, the delay in
bringing out the survey report by more than three years had adverse
implications in the interim changes in the status of habitations.

l 1.2.8 Planning

The guidelines of ARWSP envisaged preparation of an Annual Action Plan
(AAP) by the State Government within six months before the commencement
of the financial year, to provide a framework for execution of the schemes and
for monthly/quarterly monitoring of physical and financial progress. The AAP
should give priority to completion of the incomplete works over taking up of
new works, ensuring completion of works on schedule, indicating target of
coverage of NC/PC habitations and also whether habitations would be covered
fully or partially and population to be benefited indicating separately the
SC/ST population.
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While the AAPs were prepared at the State level, the Divisional level AAPs
were not prepared. The AAPs did not indicate the shelf of schemes, likely size
of allocations, and priority for completion of incomplete works over taking up
of new works. Further, the AAPs were not prepared at the prescribed time
schedule and funds were released by the GOI without any reference to the
AAPs. The Department also did not prepare any revised AAP during 2004-09
on receipt of yearly fund allocation.

The Department accepted the fact (October 2009) that details of shelf of
schemes, likely sizt of allocations, and priority for completion of incomplete
works over taking up of new works were not indicated in the AAPs. Further,
they admitted that the AAPs could not be prepared in time and assured that the
AAP shall henceforth be prepared in time as per GOI’s guidelines.

Thus, it is clear that in the absence of adequate and detailed planning, works
were taken up in an adhoc fashion, without a clear prioritisation of problem
habitations. This had an adverse impact on the coverage of habitations,
especially prioritisation of incomplete works and habitations with SC/ST
population.

1.2.9 Financial Management

ARWSP is fully funded by the GOI. The State Government is required to
match the funds released by the GOI on 1:1 basis under MNP. Under the
ARWSP, 15 per cent of allocation is earmarked for operation and maintenance
and 35 per cent is to be spent on the coverage of SC/ST habitations. 15 per
cent of funds can be utilised to take up projects to tackle water quality
problems and 5 per cent to ensure source sustainability.

(i) Allocation and utilisation of funds

The year-wisé¢ details of the GOI releases and expenditures under ARW SP and
MNP during 2004-05 to 2008-09 are shown below.

Table 1
(Rupees in crore)

Year Funds Funds released by | Expenditure Savings (-)/ Excess (+)

allocated | GOI State ARWSP | MNP | ARWSP MNP

by GOI ARWSP | MNP (per cent) (per cent)
2004-05 21.03 21.03 8.80 18.13 10.28 (-)2.90 (14) (+) 1.48 (17)
2005-06 34.31 27.03 11.15 18.61 15.32 (-)8.42 (31) (+)4.17 (37)
2006-07 33.79 16.90 40.00 31.65 34.40 | (+)14.75¢87) | (-) 5.60 (14)
2007-08 45.59 45.59 36.27 33.00 29.67 (-)12.59(28) | (-)6.60(18)
2008-09 50.16 3523 31,53 38.27 43.05 (+) 3.04 (9) (+) 5.50 (15)
Total 184.88 145.78 133.77 | 139.66 132.72 | () 6.12 (4) (-) 1.05 (1)

Source: Departmental records

A detailed analysis of the table revealed that during 2004-09, out of the total
receivable funding amount of Rs.184.88 crore from the GOI, the State Govt.
received only Rs.145.78 crore. The short release was attributable to late
submissions of proposals for release of second instalments and excess opening
balances. The Department stated (September 2009) that the excess opening
balances were due to late release of funds by the GOI and the State Finance
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Department to the PHED at the fag end of the year. Resultantly, the
Department. could ‘not spend the allocated  fund during the year. The
Department also added (October 2009) that the failure of the State
Government in releasing the required state matching shares was. responsible
for short release of central funds. ' '

Thus, the State Gov‘emment Wa‘s' deprived of the benéﬁt of Central aséistance ‘
0f Rs.39.10 crore. ' :

The year-wise t}arget's for coverage of habitations and achievement there |
against during 2004-09 are shown below: ‘ ‘

- Table 2

(Per:

2004-05 80 | s6| 24030)| 20| . 14 6 (30

2005-06 | - 48 . a1 7(19) 85 39| 46 (54)
2006-07 | 172 104 |~ 68 (40) 204 T 74| 130 (64)
2007-08 93 . 80| 13(14) 64 | 21(25)

- 184 ' 89| 95(52)

26| 34(57)
o tal 577, B

37:(52);

Source: Departmental records

It can be seen from the above table that out of 1,031(577 PC and 454 NC)
habitations targeted for coverage during 2004-09, 587 (370 PC and 217 NC)
habitations were covered during the period. Thus, there was a shortfall in
* coverage of habitations ranging between 25 and 64 per cent in respect of NC
habitations and 14 and 52 per cent in respect of PC habitations. - ’

The Department stated ( September 2009 ) that the shortfall was mainly due
to inadequate, funds, adverse law and order situation prevailing in-the State,
bad _r6ad connectivity from place to place, restrictions in movement of staff
and machinery, frequent bandhs " and - blockades, and - restrictions in
~ transportation of pipes and other store materials from outside as well as inside
the State. The Department’s contention in regard to inadequate fund is not
acceptable as even the released/available amounts were not fully utilised.

()  Execution of works

" Test check of records in five divisions (Bishnupur, Churachandpur, Imphal-
East, Ukhrul and IPD) revealed that 94 Water supply schemes taken.up at an .
estimated cost of Rs.7.72 crore were completed at a total cost of Rs.15.73

" crore resulting in cost overrun of Rs.8.01 crore due to delay in completion of

_the works ranging from one to seven years. Further, ‘'scrutiny of the records
pertaining to the four selected districts disclosed that the implementing
divisions could not complete 127 schemes under ARWSP (approved prior to
July 2006) up to the end of March 2009. D :
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: The Department stated (Septembel 2009) that the main reasons for execution
“of’ works with cost and time overrun were non finalisation of tenders in time

" due to disputes among the tenderers, restriction in timely - transportatlon of

B mater1als and short duration of working season and bad road connect1v1ty

The fact however, remains that executlon of works with cost and time overrun

- is an indication of lack of proper planning as the ‘problems - stated by the

Department were known to them earlier and these should have been taken into
-account while fonnulatrng plans for execut1on of the schemes

(u) | Drmkmg Water faczlmes in Ruml Schools

ARWSP Gu1dellnes laid down that all rural Schools Anganwad1 Centres and

- Sub-centres. were to be covered with drinking water facility by the end of
‘Ninth Plan (31 March 2002). However, the department initiated no action for

- coverage of rural schools as of July 2009 and as such schools continued to be
deprived of drinking water facility. The Department stated (September 2009)
that steps have now been taken up by incorporating 273 schemes under
Jalmani Programme (providing water to rural schools) and initiating Total
Sanitation Campaign in various districts.

"The fact, however, remains that due to delay in taking up the project in rural
schools; no.rural school was covered under th1s scheme dur1ng the period
- covered under audrt Co

' (m) Physzcal verification of Scheines

In order to ascertain the operatronal position of schemes on ground a joint

inspection team of the audit and the representatives of the Department
' physically verified (July 2009) six water supply. schemes in two districts —

(Churachandpur-4 and B1shnupur—2) Out of the six schemes, four were

working properly and in two schemes, the audit notlced shortcomings, details
‘ of which are drscussed below: :

| (a) ARWS Scheme/Rehahnhtatron of W.S. Scheme at Pearsonmun:

The scheme which was to cover a habitation (Pearsonmun) of 1,574 ST
-population (2001 census) was commissioned (March 2008) at a cost of
- Rs.19.77 lakh. The joint inspection team found the following shortcomings:

> Pipes carrying water to the Reservoir and distribution to the
public were all Polythene pipes instead of GI pipes.

> Drinking water was distrihuted without any public hydrant. -

> Raw Water from the source was d1rectly collected to the
Service reserv01r

’ > Settling tank and slow sand ﬁlter were not constructed
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Raw water fed directly
to service reservoir

Collection of raw water from source Supply of raw water from the

directly to the service reservoir service reservoir using polythene pipes

Raw water supplied directly to public.
The supply pipe also lacks stand post.

Supply of raw water to the public without stand post public hydrant

The Department stated (October 2009) that polythene pipes were used due to
shortage of G.I pipes. The fact, however, remains that as the raw water
collected was directly supplied to the public without getting it passed to the
settling tank and slow sand filter, the quality of water supplied to the public
cannot be ensured as being free from harmful chemical and bacteriological
elements. As such the villagers were exposed to the hazard of water borne
diseases like cholera, typhoid and gastroenteritis.

(b) ARWS Scheme at Potshangbam: The scheme which was to cover
habitation (Potshangbam) with population of 3,035 (2001 census) was
commissioned in November 2008 at a cost of Rs.38.98 lakh. During joint
inspection, it was found that the scheme was not functioning properly, as the
pipe from the settling tank to the slow sand filter (SSF) was broken and the
SSF was compleiely dried up, as shown in the photographs.
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Broken pipe between Settling Tank and Slow Sand
Filter has led to drying up of Slow Sand Filter.

Broken pipe between Settling Dried up Slow Sand Filter
Tank and Slow Sand Filter

The Department stated (October 2009) that the scheme was handed over
(November 2008) to the Potshangbam Water and Sanitation Committee for
maintenance. Though, clearance of SSF was needed to be done periodically,
the Committee did not have the technical skill to do the job. As such, they
directly disconnected the pipes from the treatment unit and joined the raw
water pipe directly to the distribution pipe. The Department further added that
necessary training for operation and maintenance has been imparted to the
Committee and the scheme is now functioning normally as per norms to make
a sustainable method.

The reply is not acceptable as the schemes are to be maintained properly after
its commissioning so as to tackle the problem of slip back and the schemes are
to be handed over to the PRIs, cooperatives, women groups, Self Help Groups
ctc. for maintenance, only after imparting the essential technical know-how of
their operation and maintenance.

(iv)  Slip back™ of habitations

The status of habitations, as on 1 April 2003 and 1 April 2009, is given in the
table below:

% Slip back means FC becoming PC or NC and PC becoming NC.
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o Actua]l status
ﬁ Habltatnons " Slip back

6 |

-Fdlly Covered ‘ — 587 habitations were : I s

(FO) T8 | ConveredtoFC | 1376 N 47

Partially 370 PC were : 281 FC slip-

Covered (PC) | 1467 converted to FC , 1097 ' 1378 back to PC

Not Covered 614 217 NC were e T ‘39,'/ 191 FCslip |

(N C) ) - converted to FC ' back to NC
ol | 870 PR e

Source Departmental records

Thus, it is clear from the table that 472 ¥C hab1tatlons shp—backed to PC and

NC habitations as of March 2009. Neither reasons were recorded in the

Departmental records nor the Department conducted any analysis of the -
- reasons for shp—back of habitations from FCto PC/NC. - =

However, the Department stated (September 2009) that 15 per cent of funds
provided for maintenance work were not enough, and in spite of handing over

the completed schemes to the Panchayati Raj Institutions (PRIs)  for
maintenance, the PRIs did not take any interest and schemes handed over to
them were to be taken back by the: Department for maintenance. The

" Department further added that shp-back is a countrywide phenomenon and -
attributed it to drying up of water sources, meagre fund provided by the State
and increase in population and assured that they were trying to control this
issue. : : :

_ The reply of the Department itself is an admission of the fact that 1f the issue
" of slip-back is not controlled properly, it would lead to indefinite continuation
of the programme and also raise a question on the achlevement of the scheme

Guidelines provide that up’ to 15 per cent of the funds released every year
under ARWSP to the States may be utilised for ‘operation an d maintenance of -
the existing Water Supply Schemes

Test check of the records in four lelSlonS revealed that during 2007- 09, these
divisions had incurred Rs.4.38 crore (Bishnupur-Rs.51.46 lakh, Churachanpur-
Rs.104.40 lakh, Imphal East-Rs:153.76 lakh and Ukhrul-Rs. 128 lakh) out of -
MNP funds on operation and maintenance of schemes by way of payment of
salaries of work charged staff and Muster Roll wages. The divisions did not
maintain any record regarding functional and non-functional schemes. As
such, the extent- of assets becoming non-functional due to non- mamtenance
could not be ascertained. ~
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1;'1‘,2.12 _ Water‘ ‘Quazm;”Maﬁiwﬁn gﬁrdﬁ'dsszlryeillaﬁéé L

() Pl ocur ement and Dlsn zbutlon 0f Fteld Testm g Ktts

ARWSP envisaged burldrng capacity of Panchayats to own Field Test Klts and

take up full operation and maintenance responsibility for water qualrty

monitoring of all drinking water sources in their respective PRI areas. Further,
“hundred per cent testing of all sources at the village level was to be done by

grass root level workers from Gram Panchayat (GP)/Vrllage Water and
. Samtatlon Commrttee o

It was, however, notiCed in audit that no field testing kits were issued to GP
level functionaries. As such, the objective of institutionalising water quality
testing at the grass root lével was not achieved. In response, the Department
stated (December 2009) that Field Testing Kits were to be distributed to GP
level functionaries after giving proper training to them and asno training was

- imparted to them during the perrod covered under audrt Field Testing Kits .-

- were not drstrrbuted : »

ThuS' 'delay in distribution of the Field Testing Kits by the Department to GP
level functionaries would impact in realising the objectlve of institutionalising -
water quahty testing at the grass root level.

- (i) - Establzshment of Water Qualzty Labomtortes and Instttutlons )

" Accordmg to the  ARWSP Guldehnes estabhshmg of water quality
. laboratories, implemented at three levels, consisting of a, nodal unit at the top
level, intermediary level (district laboratones) and grass-root level units,
~ should be ~one. of the components of the water quality monitoring and
" surveillance programme and hundred per cent funding was to be provided to
the States for strengthenmg water quahty monitoring = facilities. The
Department identified (November 2006). the Ecology and Environment Wing
" (Forest and Environment Department) as State referral institute. However, it
- was found that no samples have so far been referred to the institute. Though
the Department has a central Water Testing Laboratory at Lamphelpat, but at
the intermediary and .grassroots levels, there were no. laboratories in ‘the
~ District and village levels. The position of water samples-collected from the .
~ districts for conducting tests during 2004-09 . by the - Central Laboratory is
given in Table below. : : :
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Thoubal 60 - B 19 41 o -8
Tamenglong 60 Nil 60 | - Nil
Ukhrul 120 - 6 : 114 : 5
Churachandpur ;600 . 9 591 P4
Chandel 60 . 9 51 C 4
Senapati 120 8 ‘112 6

" | Imphal East 120 - o100 - 110 -8

‘| Imphal West - | - 60 ‘ Nil 60 ' Nil .

Source:

epartmental records

As can be seen from the above table that during - 2004-09, the Central
Laboratory could collect and test only 75 (6" per cent) samples - against
prescribed norm of 1,260 samples and that, out of 75 samples collected and-
tested, only 45 were found to be potable. This illustrates that the quality of
water which the Department supplied to the public for drinking was not safe.
The Department stated (October 2009) that inadequate testing of water quality
was mainly due to shortage of staff and lack of fund erc. and assured that it
~ will look into the matter seriously and try to strengthen the water quality .
testing laboratory. - D B '

' However, the fact remains that failure to ensqfe adequate testing of water
quality is fraught with serious implications on health of the people and expose
them to hazard of water borne diseases. ' L

As per ARWSP Guidelines, States were required to ‘set up State Level Human
Resource Development Cell (HRD Cell) aimed at empowerment of Panchayati
Raj Institutions/Local bodies with the objective of enabling them to take up,
operation and maintenance activities related to rural water supply systems and
also for capacity building of local communities by giving requisite Grass Root -
Level Training (GRLT): In addition, awareness programmes were to be taken
up on water Dborne . diseases _ through - Information, Education and
Communication (IEC) activities. However, audit found that there was no State -
level HRD cell and no training under GRLT was imparted. Thus, lack of HRD.
and IEC activities resulted in poor/negligible participation of the PRIs/Local
bodies in operation and maintenance activities which impacted the
implementation of the ARWSP schemes. ' o '

‘The Department stated (October 2009) that HRD Cell was discontinued after
the establishment of Communication and Capacity Development Unit (CCDU)
in 2006 and since then various IEC activities has been taken up. However, no
documentary evidence for conduct of any HRD and IEC activity during 2004~

09 could be produced to audit. o o

)
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" Guidelines provide that five per cent of ARWSP funds were to be kept aside -
for sustamabllny projects including ground water recharge and rain water
harvesting. Different technological options need to be explored depending on
the local requirement. The Department was to adopt and implement a model
bill to regulate and control development of ground water, espe01ally in water .
stressed areas. : : : '

' Audit ‘scrutiny,. however revealed that the Department had not passed and
implemented the model bill for controlling development of ground water in
stressed areas. No record for ground water based schemes was maintained. No
fund was earmarked for sustainability. The Department accepted (October
2009) the fact and stated that they have no scheme for source sustainability as
of now and further added that the augmentation of schemes has been taken up
for the schemes which are affected by source depletlon by 1dent1fy1ng another_
perenmal source. -

The reply of the D_eparfment is not acceptable as in the absence of adequate
atténtion being paid to sustainability, slip-back of habitations will continue to
. be a major problem and thus, the long term future of rural water supply and
B ARWSP would certamly be adversely affected

Scrutiny of records in two divisions (Ukhrul and Imphal-East) revealed that
material valued at Rs. 57.30 lakh — (Rs.39.08 lakh for Ukhrul and Rs, 18.22
lakh for Imphal East) were procured from the Stores Division during April
2003 = August 2006. However, the materials were lymg unused for the last
three to six years (July 2009). The Division stated (October 2009) that all the
‘materials have been issued and utilized for the respective works. However, no -
documentary ev1dence was produced to"audit despite audit requisition.

Thus _procurement of material worth Rs.57.30 lakh in excess of requlrement
had not only resulted ‘in blockmg of funds but also hampered coverage of
habltatlons ‘where funds were needed. e : :

The. bguidelinesl of ARWSP provide for establishment of a computerised .
Management Information System (MIS). Against the approved amount of

| Rs.224:62 lakh by the GOI for the purpose, an amount-of Rs.41:15 lakh was

© received by the State Government as first'instalment. The Deépartment utilized
| the amount to impart computer training to 78 staff; development .of seven
~ office software and for procurement of hardware like server, desktops etc. No
~ further- fund has been released - after " the  first instalment. .As such,
" computerization - of ‘the Department ‘is 'in the" 1n1t1al stage and the basic
: Ob_]eCthC of MIS is yet to be achieved (March 2009). - : '
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' As per guldehnes each Vlllage panchayat block and district is requlred to
maintain a compléte inventory' of drinking water sources- created under
ARWSP, indicating the date of commencement and completion of the project,
cost of completion, agency responsible for. operatlon and maintenance and

" other relevant details. The inventory of assets created is also requrred to be
~ available with the field functionaries of the implementing Department. It was,

- however, noticed in the test-checked divisions that no records of assets created
had been maintained. Thus, due to non’ ‘availability of the proper records, '

- assets created ~during 1mplementat10n of the- programme could not be
ascertamed : : »

Swajaldhara is a modlfled form of Sector Reforms Programme launched on 25 '
December 2002, and is a part of the transformation of ARWSP from a supply
.driven model to a participatory, demand driven approach. Under SwaJaldhara
the assets created were to be fully owned by the approprlate levels ‘of PRIs,.
‘which would have. the power to plan, 1mp1ement operate’ ‘and ‘maintain all
water and sanitation schemes (hundred per cent respon51b111t1es of operatlon
and mamtenance by the users) o

As per the SwaJaldhara Programme, States were required to enter into-a
Memorandum of Understanding (MOU) with the GO, but no MOU had been

signed as of August 2009. As per information furnished by the test checked
divisions, only four- projects had so far been 1mp1emented ‘under the
Swajaldhara in Churachandpur district. The schemes were completed in June
2008. Thereafter, no scheme was. undertaken by the Department ]Detalls of the
four prOJects are glven below o

'E_‘a‘hkes_-.v T -
' -+ (Rupees. in lakh)

Rural Drinking Water Supply Project under S : _ (
Swajaldhara at Muallum » . ' © | projects
Rural Drinking Water Supply Proj ect under ‘ 8.62 .| were
- Swajaldhara at S. Molen . . | 43.00 - o completed
Rural Drinking Water Supply PrOJect unde1 ol 1053 “| by June
Swajaldhara at Dumlien ’ e e 2008
Rural Drinking -Water Supply PrOJect under S R - oI'1L.06 -
Swajaldhara at B Salvaphai - . : N

Source Departmental records

Out of the four schemes two schemies®! were physmally verified and found to
be functioning. Thereafter no scheme has been taken up under SwaJ aldhara.

o 21§y Rural Drmkmg Water Supply Project under Swajaldhara at Dumlien:
ii) Rural Drrnkmg Water Supply Project under Swajaldhara atB. Salvapha1
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Thus, due to non-submission of proposals for new schemes by the State
Government, the GOI had not released any fund for Swajaldhara projects from
the year 2007-08 onwards and consequently, it could not avail of the benefit of
Central assistance to achieve the objective of the programme.

| 1.2.19 Monitoring and Evaluation

ARWSP Guidelines envisage setting up of Vigilance and Monitoring
Committees at State, District and Village level and regular meeting of the
Committees are required to be held. No such committees were, however, set
up in the test-checked divisions. Reasons for not setting up the Committees
were not stated and there was no record to show that monitoring through field
inspection was carried out. In addition, no evaluation of the impact of
implementation under ARWSP had ever been carried out by the PHED or any
Government agency since the beginning of the programme. Thus, monitoring
was poor both at the Departmental and Governmental level.

Timely submission of Annual Progress Reports for the period 2004-09 to the
Centre could not be verified in audit, as no documentary evidence was
produced by the Department. However, the Department stated (October 2009)
that the Annual Reports were not sent in time due to non submission of timely
reports from the divisions.

The delay in their submission would handicap the Central Government to
monitor the progress and quality of the programme and hamper in taking
timely appropriate corrective measures.

Internal control is a management tool to ensure that the objectives are
achieved in an effective and orderly manner, assets are safeguarded and rules
and procedures are complied with. Reconciliation of monthly cash remittances
to treasury and encashment of cheques through banks have not been conducted
for years together. As a result possible cases of misappropriation of cash
during transit and over-encashment of cheques by tempering the original
amounts remain undetected. The Chief Engineer’s office did not maintain any
record on the date and amount of release of Cheque Drawal Authority. Works
related records such as Works registers, Contractors’ ledger, Works Abstracts
and Deposits registers were not maintained. As such, progress of expenditures,
amounts due to and recoveries to be made from contractors, progressive
expenditures at any point of time and deposits awaiting refund to contractors
could not be ascertained. Thus, the Department’s internal control mechanism
was weak and inadequate.

| 1.2.20 Conclusion

The objective of providing safe drinking water to rural habitations was not
fulfilled due to significant deficiencies in conducting of survey and planning
being not based on detailed habitation-wise survey and analysis. Due to
deficiencies in planning, delay in execution of schemes, poor monitoring and
evaluation mechanism, adequate drinking water was yet to be provided to 68
per cent habitations as of March 2009. There were cost and time overrun in
the execution of the schemes. Inadequate attention to sustainability measures
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: led to shp—back of schemes. The supply-of safe drmkmg water was not ensured ‘

as the water quality monitoring and surveillance programme was  not .

implemented fully. No field testing kits were issued to the Gram-Panchayat

level functionaries. The Department did not ensure quahty of water supplied to

the public which had serious health - implications. No Vigilance and
‘Monitoring Commiittees at State, District and Village level had been set up and

impact evaluation of the programme had neither been carned out by the
' Department nor by the Government o

The Department should conduct surveys as per the guldehnes to give
‘authentic and reliable data for effectlve planmng

The State Government should draw’ up a comprehensive p]lan to cover
all rural habitations with adequate and safe drinking water within a

fspemﬁed time frame.

Financial management should be streamhned S0 s o ut1hse the

-available fund.

:-Funds for sustainability - and operatlon and - mamtenance should be
properly utlhsed to address the i 1ssues of sustalnablhty of water sources
and systems’ and shp backs. S : L

~ Government should g1ve special attentlon to coverlng water quahty

affected habitations and strengthen water testing facilities.

'Momtormg and evaluation mechanism should be- strengthened to
_ensure timely completion of schemes to av_oid cost overruns. .
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Irregularrtnes in records led to suspicion that Worl{ of construetaon of ring
bund may not have been’ executed resultung m suspected fraudulent
payment of Rs. 32.65 lakh. ‘

As per General F1nanc1al Rules (GFR) no work ‘shall ‘be commenced or

liability 1ncurred in . connectlon with any work until administrative approval,

- expenditure sanction, sanction of detailed estimatés have been accorded by -
competent authority. The Rules also stipulates that payments for all works be

made on the basis of measurements recorded. in measurement books. These

provisions are applicable whether the work(s) is executed d1rectly by the

: Department or through contractor(s)

' Scrutmy (July 2008) of records of the State Mechamsed Farm (SMF),

- Agriculture Department revealed that the - Government . accorded two
Administrative- Approvals (AA)and Expendlture Sanctions (ES) (August 2006
and March 2007) amounting to Rs. 32.65 lakh for construction of ring bunds
covering 191 hectares of land at SMF, Lamphelpat and Reglonal Foundation
Seed Farm (RFSF) Kharungpat under-the scheme of Strengthenmg of State
Seed: Farm/Macro Management Mode .of Agrlculture (Centrally Sponsored -
Scheme) The sanctroned amount was pa1d in: August 2006 and March 2007

Essent1al records as deﬁned in the GFR llke detalled estunates abstract of ,
- ¢Ost, ‘measurement books, technical sanct1on etc. ‘were not produced during
audit:-The only tecords shown to- Audit were two work orders issued to'a local
supplier, four bills amountlng to'Rs. 32. 65 lakh for supply of 3, 265 truck loads
of soil @ Rs.1 ,000 per truck load and two' completion reports of the works of
the two AAS/ESs, the details of which are as follows ,

ofs  n1ane .| 066 of September Q6_ll(SMF)
24806 - | 21806 | 470 dated 22.9.06 RESD),. (268 06)
1307 |21 . | 067 dated Nil (SMF) - - | 81 . -
21.3.07. 21.8.06 - |- e datelel(RFSF) (22307) "

(Source Departmental records) b
' The records furmshed to Aud1t revealed the followmg 1rregular1t1es

> The work orders pre dates both AAs/ESs and the second work order
pre dates even the ﬁrst AA/ES e Borectenn ey
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> In respect of the lSt AA/ES the voucher number pre dates the bills of _
the ‘contractor and in respect of 2" AAJES, the voucher was prepared :
on the next day of i 1ssu1ng AA/]ES and -

> In respect of 2nd AA/ES the completron report pre=-dates the AA/ES

B .The SM]F stated (May 2009) that other records are not avallable in therr office -

" "and to approach the Director, Agriculture Department The information was
~ called for (September 2009) from. the Agriculture Department followed by

reminders’ (October 2009 and December 2009) to the higher authorities.
However, - the reply is awaited. (December 2009). In the absence of any'
information as regards to the exact location -of these nng bunds physwal'
verlﬁcatlon by Audlt was also not possrble ‘ '

' '][n the 11ght of the above facts constructlon of nng bunds appears to be
fictitious, resulting in suspected fraudulent payment for work that may not
have been executed The matter needs further mvestrgatron :

" The matter was referred (June 2009) to the ' Government reply has not been
recelved (December 2009) _ : :

Enstead of paying the rate for transportatnon of excavated earth for a lead
of 100 metres, the contractor was paid at the rate. apphcabﬂe for carriage

- _ charge cf 1 knn resulting in loss of Rs 7. 8‘7 lakh. -

Scrutmy (J anuary 2009) of records of Khuga Head Works D1v1s1on Irrlgatlon

and Flood:Control Department (IFCD) revealed that the work of formation

cutting and ground development for the construction of hehpad at Khuga Dam
Project (portion A and B) were awarded ( June 2008) to a local contractor at a
_ cost of Rs. 12.37 lakh and Rs. 11. 98 lakh respectively.

For portion- A, value of Work of Rs.13. 07 lakh had so far been executed
(8641.65 cum' @ Rs. 15120 per cum) and for portion B value: of work of -
Rs 5. 80 lakh was executed (3838.70 cum @ Rs. 151 20 per cum). :

As per the estimate and tender, earth excavated for formation cutting was to be -
disposed off upto a lead of 1 km by mechanical transport. The rates quoted by -
the “contractor ‘was negotlated at Rs.»151.20 per cum after assessing - the -
Justrfied rate payable for the works taking. into’ account the cost of
transportatron upto 1 km lead and cost of excavation at the present preva1hng
rate Le. Mampur Schedule of Rates 2008 ' :

- Detailed estimates, technical sanction, tender notice, measurement book efc.
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However after rate negotratron the specrﬁcatlon of transportatlon of the -

" excavated earth up to a lead of 1 km was modified to 100 metres in the work
order, the reason of which was not-on record and accordingly, the contractor
had transported the: excavated earth for a lead of 100 metres '

Srnce the contractor had transported the excavated eaith upto a lead of 100 .
‘metres. only, rate payable to the contractor was to be reduced to Rs:88. 117 per’
cum.-However, the confractor was paid.@ Rs:151 20 per cum at the rate
applicable for transportatlon for 1 km. Thrs resulted in loss of Rs. 7. 873 lakh to

=.'the Government

The Department stated (July 2009) that transportatron of excavated earth for a
. lead of 100-m as mentioned in the:work order was a typing mlstake and the
- lead 'in work order should have been 1 km. Department ) reply is not’

- ‘acceptable due to the followrng reason:: - :

> lead as- mentloned in: both work ordérs: were - clearly corrected by the
~:department as- 100 m by hand- over a‘typed figtire- and- therefore, the -
lead as mentroned in the Work orders are unhkely to be erroneous and

> leads were clearly recorded as 100 m in measurement books of both
: works oo » L

.The matter ‘was - referred (Aprll 2009) to the Government the1r reply has not.
been recerved (December 2009) T : . ,

. »E‘raudulent brlhng of hand recenpt in a canal work: has led to a loss of
Rs.8.29 lal(h to'the Government :

- As per CPWD works manual the authorlsed forms of b111s for payment of
contractors/supplrers are First and Final Bill and’ Runmng Account (RA) Bill.
Advance payment on’ ‘hand receipt may-be miade- when thereis Tikely ‘to be
delay in authorizing payment for specral reasons on a contractor’ s blll which is

- under check o :

Scrutrny (February 2009) of 1ecords of the Khuga Canal D1vrsron-I I[FCD
- revealed that the ‘work of “Improvement of Rrght Side Mam Canal (RSMC)
from ‘Reduced Datum (RD) 6,115 m to 7, 105 m” mvolvmg “earthwork in
‘excavation and banking of canal was awarded (November 2005) to a local
o contractor for-Rs.60.56 lakh allowing a period of six months for’ completron of .
- the 'work. - The Department. rescinded (August 2007). all the contract ‘of
1mprovement works of RSMC from RD O km to 20 km 1nclud1ng the above

2 Rs.50 per cum (cost of excavatlon) plus Rs. 29. 08 per cum (carrlage charge for alead of 50
- metre; transportation for the 1¥ 50 m being free ) plus Rs:4.36 (15% as contractor 3 proﬂt on.
carriage charge) plus 5.6 % thereon as sales tax =Rs. 88.11 percum oo o i s
3 12, 480 35 cum (quantity executed) X Rs (151 20 .88, 11)—Rs 7. 87 lakh
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f_ “work due to slow progress of works and dec1ded to take up the balance works -
' departmentally by hlrmg heavy machmery ' L

The value of work done executed by the contractor up to 4th RA bill
. (November 2006) was Rs.48.77 lakh and as per the 5th RA bill (December
~-2007) the value of work done had progressed to Rs. 53.88 lakh, entailing a
payment of Rs. 5.11 lakh to the.contractor in the 5™ RA bill. The contractor -
was paid (December 2007) Rs 2.40 lakh withholding Rs2.71 lakh. - ’

However, between these two RA bills (November 2006 to December 2007), -
- the Executive Engineer (EE) concerned paid (March 2007) the contractor -
~ Rs.11 lakh on‘a hand receipt. The hand receipt bill was prepared without any
- 'basis, as no detail was recorded in the bill. There was also no _]ustlﬁcatlon to
““prepare a hand receipt bill between the two RA bills and the amount paid -
through the hand receipt had not been adjusted in the subsequent bill i.e. 5%
bill. Thus, fraudulent billing of Rs.11 lakh on hand recelpt has led the

‘ Govemment to suffer a loss of Rs 8. 29 lakh”

’ When pomted out by Aud1t the EE admitted (February 2009) the fact and
| stated that the amount will be recovered from the bills of other works executed

by the contractor. Details of recovery made have not yet been furmshed'
(December 2009)

The matter was referred (June 2009) to- the Govemment reply has not been
recerved (December 2009)

Rupees 50 lakh appears to have been paﬁd fraudulently to two contractors '
purportedly for hiring of machinery for a canal work. A

As per Central Public Works Account Code, payments for work done should
be made on the ba51s of measurements recorded in measurement books

Scrutiny (February 2009) of records of the Khuga Canal Drvrs1on No.-L, lFCD
~ revealed that a decision was taken (May 2007) to discontinue the contracts for
" _canal works due to slow progress of work and to take it up departmentally For -
this, constructlon machinery were: to be hired from private -agencies @
Rs.11, 400 (D 50 Bull Dozer) Rs 6 900 (JCB) and Rs.3 551 (Tlpper Truck)' '
per day ‘

" The Department 1ssued (August 2007) work order ‘to' a local contractor for
~ hiring these machmery for the canal work between Reduced Datum (RD)
14,835 m to 19,475 m of the right side main canal. The work order did not -
specify the number of days for which these machinery were to be hired by the
Department and the amount involved for hiring. _ '

‘.‘;minus the wlthheld amount of R3271 lakh of 5“‘ RAbBIll - -
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E ';V;:F.The Executrve Engmeer concerned released (December 2007) an ariount of -
" Rs. 25 lakh to the contractor on a hand receipt for hiring" ‘machinery for the -
. above work. Another Rs.25 lakh was also released (December 2007):on hand
receipt to another -contractor for the same work, without issuing any work
~order to him. These hand receipts did not - spec1fy any reference to
o measurement book (MB), the detalls of the: work or the quantum of machmery
used for the above work :

J

When pornted out. (June 2009) by Audit, the Department stated (]December
2009) that the work from RD 14,835 m to 19,475 m of the canal was awarded
(August 2007) to. the two contractors in‘two separate stretches, and enclosed
relevant copies of file noting, work orders, bills received from the contractors -
'and MB. The detarls of work- orders MBS and bllls as furmshed by the'
: Department are as follows

14.835 t0 17,985 m - 1901007 - .| Hire charge claimed for two machinery
e - 42 - | not included in the work order viz.
| (Contractor ‘A’) (30 11.07) S
R " | hydraulic excavator. ‘and water pump.
L - L e - | Hire charge claimed for.280 days
©| 17,985t019,475m | - 21 807 |
. ; ‘ © 116 - |“(truck) and for 135 days (JCB) Bill
V(Contractor B’ Do ‘ (14 12 07) . - : .' dated 212, 07 _

(Source Departmental records)

Further analy31s based on the reply of the Department revealed the followmg '
1rregular1t1es ‘ ; _ e b

> 1St work wh1le the blll mcluded two machmery that was- not mcluded
“in the ‘work /order, no Justlﬁcatlon nor. any - explanatron to allow the
contractor to deviate from the work order was ﬁ.lrmshed

2 .’>;¥.f‘2“d work the blll dated 2 12. 07 clalmed by the. contractor pre dates the
- s~date of- complet1on by twelve. days and hiring of machinery was
clalmed for 135 1280 days when the. work was completed in: 1 16 days

| '>> %‘:No output analy51s had been made for any . of the machlnery hlrcd by ‘
-the Department to Just1fy the amount clalmed by the contractors and

> Whlle hiring of road rollers was requ1red as per the work specrﬁcatlonf‘
‘and departmental notmg, no road roller ‘was put to use or hrred

' Further the Department’s reply of awardmg the work to the two contractors in
two separate stretches is not correct, as work order for the whole stretch from'
RD 14,835.m to 19,475 m was awarded to-Contractor; ‘B’ as. per the records ‘

' 'produced durlng audlt . S e :

~ Thus, Rs 50 lakh appears to have been pa1d fraudulently to the contractors on
- hand recelpts wnhout h1r1ng any machmery from: them P AR

The matter was referred (October 2009) to the Government reply has not been
rccelved (December 2009) .
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- | Rupees 9.95 lakh deposnted in the DDO’S account for rmpﬁementatnon of a

seheme has been misappropriated.

Scrutiny of records (July/August 2009) of the Director, Minorities and Other
Backward Classes Department revealed that the State Government accorded
(March 2008) sanction of Rs.10.05 lakh for implementation of Para Medical
Training of Minorities and Other Backward Classes under the Skill
Development Programme for the year 2007-08. There was no Detarled Project
- Report and Guidelines for implementation of the scheme. As on August 2009,
- the beneficiaries had not been selected and the scheme was yet (August 2009)
to be 1mp1ernented ‘ S .

- The -amount was drawn (March 2008) on Abstract Contingent bili and
deposited in the current bank account of the Drawing and Disbursing Officer

(DDO) on 31 March 2008 in violation of the prevailing instruction of the
Frnance Department not to deposit any fund in the DDO’s account except for:
the pay and allowances of the staff. The deposit was reflected in the cash book |
and shown as cash balance as of May 2009. Details of closing balances and its
analys1s were not maintained. No verification of closing balance and no
certlﬁcate to thrs effect were on record in the cash book o

' How’e’ver, Cross verrﬁcatron Wlth the '.DDOs- bank"account:reveale'd“that there
was a balance of Rs.10,083 only as on May-2009. The datées on which Rs.9.95
lakh was withdrawn could not be fumlshed to Aud1t Thus Rs. 9 95 lakh
appears to have been mrsappropnated ’

The Department stated (August 2009 and November 2009) that explanatlon
has been called from two staffs® and that the irregularity had been confirmed
and requested the hrgher authorrty to recover the amount from the DDO

' The matter was referred (October 2009) to the Government reply has not been .
recerved (December 2009)

s SBI Imphal Secretariat branch A/C 0. 10329727698
Sr Accountant and Head Clerk (former cashrer)
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Backfrllmg of excavated trenches with sand armd gravel under sewerage
project was paid at the rate applncable for backﬁllmg ‘with compactron by
power roller of 8-10 tonmes capacnty when such compactnon by power
roller was mot possuble, sub@ectmg the Government to a loss of Rs. 16 M

’ lakh

’Accordmg to the mrtral des1gn and estrmate of. lay1ng sewerage-prpe=network :
- for Sewerage Project Phase-I (Zone=I) in lmphal town, sewer pipes of sizes
ranging from 400 mm to 600 mm in diameter were to be laid in trenches up to
a depth of around five metres. The pipes were to ‘be laid in a’ protectrve'
bedding of alluvial gravel of thickness of at least 400 mm below and 200 mm
above, Thereafter the trenches should be backﬁlled Wlth the excavated earth.

Scrutmy (March 2009) of. records of the Dramage and Sewerage Division,
Public Health Englneermg Department revealed that the item of “back filling
of the trenches with the excavated earth”™ 1ncluded iy the orrglnal work order
was substltuted by “ﬁllmg ‘with' naturally occurring ‘sand gravel” ‘during
execution on the advice of the state PWD. The de: tion-of the subst1tuted‘
' 1tem conforms to the - specrﬁcat1on for constructron of ‘road - layer ‘using -
naturally occurnng sand gravel-and compactmg the road surfac in layers not
, exceedmg 150 mm by rollmg wrth power roller of 8 to 10 tonnes. capamty o

Scrutmy of records of. 20 works revealed ‘that’ the average depth of backﬁllmg
is 2, 81‘ m in trenches of w1dth of 2.10 m. Compactron of the filled 'sand gravel

in la‘ IS of 150 mm w1th 810 10 tonne power" roller’ at tre_nches of such depth
~and~w1dth is Just not poss1b1e ‘There was no recotd to show]that compactlon of
backﬁlhng elther by power roller or by other compact1o" technrque,_v had been ,
: done . ‘ L : - '

'-The contractors were, however, pa1d Rs. 112 30 lakh at thc rate apphcable for
compactron w1th power roller for l9 301 90 cum of backﬁllmg, as follows '

> Rs:77. 06 lakh for 13 987 93 cum’ of backﬁlhng @ Rs 550 91 per cum
1n 13 Works and B o :

> Rs 35 24 lakh for 5 313 97 cum; of backﬁlhng at ai h1gher rate: of Rs
663 22 ‘per - cum - for .an unJust1ﬁed longer lead for: transportmg
backﬁlhng materlal in 7 works N

The ;actual rate payable for these works“at admrs ble transportatmn leadf
w1thout compactlon charges works out to Rs 498 7l per cum The admlss1ble

'O"per cum it of sand) plus Rs.309. 73 per ‘cum (catri gefcharges)"plus Rs, 56 90
(Spreadmg & levell g cost) plus Rs. 24.04 per cum (sales tax) plus 10 per cent ‘thereon
(percentage quoted am . estrmated cost) o
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payment for the total backfilling of 19,301.90 cum @ Rs.498.71 per cum
accordingly works out to Rs.96.26 lakh. Thus, payment at higher rates which
is inclusive for compaction of road surface has resulted in a loss of Rs.16.04

lakh to the Government.

The Department admitted (November 2009) the fact and stated that recovery
would be made from the contractors.

The matter was referred (June 2009) to the Government; reply has not been
received (December 2009).

Government suffered a loss of Rs.21.63 lakh due to excess payment of
Rs.1.63 lakh, and fraudulent payment of Rs.20 lakh to contractors.

Scrutiny (July 2009) of the records of the Ukhrul Division, PWD revealed that
the work of “Improvement of Ukhrul Town Road (left out portion)” was
awarded (November 2007) to a local contractor at a cost of Rs. 86.80 lakh.
The work was completed in March 2008 at the awarded cost for which an
amount of Rs. 58.37 lakh was payable to the contractor, after deducting
Rs.28.43 lakh (Rs. 23.57 lakh being cost of bitumen supplied and Rs.4.86 lakh
being VAT @ 5.6 per cent of Rs. 86.80 lakh). The contractor was, however,
paid (March 2008) Rs.60 lakh in the First and Final bill leading to excess
payment of Rs.1.63 lakh®.

Further scrutiny of records revealed that the contractor was also paid (March
2008) Rs.15 lakh’ and this expenditure was booked against the said work. No
requisite records relating to the payment or change in the scope of the work
could be produced to Audit. Further, an amount of Rs.5 lakh’’ was also paid to
another contractor also charging the expenditure against the same work. The
matter was pointed out (July 2009) to the Department. However, reply is
awaited despite reminders (October, November and December 2009) to the
higher authority. As the work has been completed at the awarded cost, further
payment of Rs.20 lakh without any supporting documents was fraudulent.

Thus, the Department gave away a sum of Rs.21.63 lakh to contractors
without any justification or even without any apparent reason and suffered a
loss accordingly.

The matter was referred (August 2009) to the Government; reply has not been
received (December 2009).

® Rs.60 lakh —Rs.58.37 lakh = Rs.1.63 lakh
’ Voucher no. 4 dated 25.3.08 vide cheque no. D023763/000238
" Voucher no. 9 dated 26.3.08 vide cheque no. D023769/000238
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- Excess paymenl/wasteful/mfmctuous expendzture/Avmdable expendzzmre '
. and otherpayment L

As fish fingerlings were issued to beneficiaries without ascertaining their
possession of pond of reqursnte size and by not. followmg conventional
norm of stocking ratio of species combination, ‘expenditure of Rs.73 Eakh '

mcurred‘_on nmplementa‘tﬂon ofa ﬁshery scheme appears to be; dou_b_tful i

As per the gurdelmes of Economrc Development Programme (EDP) of the
Government ‘selection of the- beneﬁc1ar1es of ar fscheme under EDP shall be
based on their socio-economic condltrons and a certlﬁcate to thls effect shall
be given by the Deputy Comm1ss1oner/ Sub Deputy Commrssroner (DC/S]DC) B
concerned. Fishery scheme was a scheme under . EDP that was, being
implemented by the M1nor1t1es and- Other Backward Classes Department '

based on the technical know-how of the State Flshery Department that |

stipulates. that. 5,000 to 6, 000 fingerlings can be reared in a pond size of one
hectare. When reared in comb1nat10n of, four :species. of catla, rohu, mrlgal and -
pengba, the stocking ratio, of the first three specres shall be 30 per cent each :
and that for pengba shall be 10 per cent ; nS L

Scrutrny (July—August 2009) of records of the Drrector ‘Mmorltres. and Other
Backward - Classes - Department -revealed:;that : 730 , beneﬁ01ar1es = (Minority

communities: 440; Other Backward Classes commumtres 290) were selected -

under fishery scheme for the year 2007- 08ﬁzto improve their socio-economic
condltron ‘without framrng any’ spec1fic ‘guidelines, of rearing of - fingerhngs
The - ‘scheme envrsaged prov1d1ng éach heneﬁclary : ‘,605 ﬁngerlmgs in
' comblnatlon of four specres at a umt co'st*of Rs 10 0001 per beneﬁmary as
follows ' ‘ ¢

pecnes [

Number (per cenf) “691” ‘(19) [ 1381.38) | - 921 (2¢
(Source Departmental records) TR e e ey
As per records an amount of Rs 73 lakh was 1ncurred on, 1mplementatlon of
the scheme durmg 2007-08. - SRR :

-Further, scrutmy revealed that the Department had nelther conducted any
survey to ascertain whether the enlrsted beneﬁc1ar1es owned any. pond/ponds
of requlslte size nor. followed the. norm. of the Flshery Departmentfof stocking -
ratio. of rearing ﬁngerhngs in combmat1on of four. species. “There.was also no _
detailed project - report and detalled guldellnes for : 1mplementat10n .of the
'-scheme e :

: 11Rs 8 ,747-fingerlings; Rs. 1,000-capital cost and Rs:25 3;training’ orientation fee ‘
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Thus, a scheme of such nature, where possession of ponds of requisite size is
necessary, had been implemented without ascertaining this essential pre-
requisite condition. Therefore, the expenditure of Rs.73 lakh incurred in
implementation of the scheme in absence of any survey, detailed project report
or guidelines appears to be doubtful.

The Department stated (November-December 2009) that availability of the
ponds and its sizes were made on the basis of the information furnished by the
beneficiaries in their application forms duly verified by the concerned
DC/SDC. The scheme was implemented based on technical know-how of the
Fishery Department and the beneficiaries were selected based on the EDP
guidelines. However, the Department admitted that no survey in respect of
ponds had been conducted.

The reply of the Department is not acceptable because of the following
reasons:

» The application forms did not indicate any information on pond and
the district authorities only certified the bio-data of the applicants;

» The norm of stocking ratio of rearing the four species in combination
had not been followed; and

» The EDP guidelines laid down only a general norm of selecting
beneficiaries based on their socio-economic conditions and are
applicable to any scheme under EDP.

The matter was referred (October 2009) to the Government; reply has not been
received (December 2009).

Construction of a temporary accommodation for CRPF personnel to be
deployed along the National Highway No. 53 at Nungba was closed due to
selection of unsuitable site, rendering the entire expenditure of Rs.20.78
lakh infructuous.

The State Government accorded (December 2005) sanction of Rs.2.80 crore
for construction of temporary barracks, kitchen-cum-dining hall and toilets at
17 locations for providing temporary accommodations for 20 coys of Central
Reserve Police Force (CRPF) personnel to be deployed along the National
Highway No. 53 and entrusted the work to the Manipur Police Housing
Corporation Ltd (MPHC Ltd.).

Scrutiny (February/March 2008) of records of MPHC Ltd. revealed that the
work of construction of the accommodation at one of the locations at Nungba
was awarded (December 2005) to a local contractor at a cost of Rs, 21.23 lakh

7
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with stipulated period of completion within one month. While construction of

" barracks at the other locations was. completed and handed over to the Home -
Department (August 2007), the Nungba work was stopped mid-way

purportedly due to unsuitability of work-site; after incurring (July 2006) an

expenditure of Rs. 20.78 lakh. The Department eventually selected a new site

for barrack construction at Taudaijang, 10 Km away from Nungba. '

Thus, due to selection of an'unsuitable site an expenditure of Rs.20.78 lakh
‘incurred on construction for the accommodation of CRPF personnel was
rendered 1nfructuous : ’

The Corporatlon whlle acceptmg the fact stated (November 2008) that the
unfavourable condition of the work-site was due to its distant location (3 km)
- away from the National Highway-and that it was srtuated at the top of a hill
' Wrthout any- approach road; water and electrrcrty - -

The matter was- referred (May 2009) to. the Government reply has not been
recerved (December 2009) -

Adoptron of incorrect rates for dnsposaﬂ of exeavated earﬁh Hed to excess
paymem: of Rs 16 Eakh : e .

Scrutmy (July 2009) of the records of the Ukhrul Dlvrslon PWD revealed that
the work of “Site levelling.for construction-of DC- complex at _Ukhrul” was
awarded (Oct_:ober 2006) to a local contractor. The work included a single item
of work i.e. excavation of the elevated portion and levelling of the complex
site.” While executing the levelling work an estimated 12,158.76 ‘cum of earth
- was found surplus, which needed to be'disposed off 6 km away from the site.
This work was also executed by the contractor as an extra item at an estimated
cost of Rs.31. 62 lakh.

It was noticed that the Division had adopted a rate of Rs:260.10 per cum for
'-dlsposal of the excavated earth, based on MSR 2004 1nstead of Rs. 136 25"

~ per cum, due to calculation mlstake in rate analy51s

The contractor had drsposed 12,924, 76 cum of earth as-of June 2009 and had
been-paid an amount of Rs.33.62 lakh. This has led to ‘excess payment of
,Rs 16 lakhl ’ due to incorrect adoptlon of rates

12Rs.101.73 per cum (transportation cost up to 5 km) plus Rs.7. 63 per cum (transportatron '
cost for 5-6 km) plus 10 per cent thereon as contractors profit plus 5.60 per cent thereon as -
sales tax plus 7.25 per cent thereon at the rate quoted above estlmated cost..- ‘
312,924, 76x(260 10— 136.25) =Rs.16 lakh. S S

5




. Report for the year ended 3] March 2009 _ . .: |

When pointed out (July 2009),-the Divisional Officer concerned admitted the
observation and stated that recovery Would be made from the ‘contractor '

The matter was referred (August 2009) to the Government reply has not been

recelved (December 2009).

Failure to pay income tax liability on time on behalf of the Consultant
engaged for nmplementatmn of Mampur Sericulture Project has led to
avordabﬂe payment of interest amountrng to Rs.3.40 crore.

As per Section 115A (1) of the Income Tax Act 1961, where the total 1ncomei “
of a foreign company, includes any income by way of fees for technical
services received from Government or an Indian concern in pursuance of an
~ agreement made by the foreign company with the Government or the Indian
_concern, the income tax payable shall be at the rate of 20 per cent of the

amount received by way of fees for technical services, if any included in the -
total income. Further, according to Section 201 of the ‘Act ibid, if any such

person, principal officer or company does not deduct the whole or any part of

the tax or after deducting fails to pay the tax as required by the Act he or it

shall be liable to pay simple interest per anfium at the prescribed rate on the -
amount of such tax from the date on which such tax was deductible to the date

on whlch such tax is actually paid. - : -

~ Scrutiny (May 2009) of the records of the office of the Dlrector of Sericulture
revealed that the Government of India entered (December 1997) into a Loan
Agreement with the Overseas Economic Corporation Fund, Japan to borrow
an amount of Rs.116. 19 crore for implementation of Manipur ‘Sericulture -
Project (MSP). The Agreement stipulated- engagement of a consultant and -
accordlngly Governmerit: of Manipur (GOM) entered (June 1998) into an

agreement with M/S Nippon Koei Co "Ltd. (Consultant) Japan for ‘the
consultancy service of the project at a cost of Rs.18.53 crore for the’ technical

services. It was agreed between the two parties that the client i.e. GOM shall

pay on behalf of the cConsultant any taxes, duties, fees, 'l'eVies‘ and’ other

1mp051t10n levied under the apphcable law on the consultant. SR

The Department pald Rs.18.53 crore to the consultant between March 1999.
and January 2002 for which the income—tax payable-as per Section 115 A"(1).
of the Act ibid amounted to Rs.3.71 crore. The Department paid the tax in

January 2007 after a delay ranging from 56 months to 90 months. The delay in - '

payment of the tax on time attracted an interest of Rs.3.40 crore as per the

18 per cent: up to 31-05-2001; 5 per cent: 01-06-2001 to 07 09-2003 12 per cent: from -
08-09-2003 . SN o ‘
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‘L .L.prov151on of Sectlon 201 of. the Act zbzd The interest- of Rs.3.40 crore was
_'-.pard in .luly 2007.. S

: Whrle admlttlng the fact the Government stated (September 2009) that the
‘avoidable expenditure had occurred as no personnél in the Department had
expertise in international taxation matters. Thus, ‘due to failure to pay the
income tax liability on time,  the Department 1ncurred an avo1dable
expendrture amounting to Rs.3.40 crore.

As per recommendations made by the High Powered Committee (HPC) which
were also accepted by the State Government in October 1993, suo moto
explanatory notes on corrective/remedial measures taken on all paragraphs'
included in Audit Reports are required to be submitted by the Departments.
duly vetted by the Accountant General to PAC within three months from the
date of placmg of Audit Reports in the Leg1slature :

However as of December 2009 explanatory notes pertammg to 243
paragraphs/rev1ews for the years 1999-2008 were not received suo moto either
from the Departments or through the PAC.

The Administrative Departments were required to take suitable action on the
recommendatrons made in the Report of the PAC presented to State
Legrslature Followmg circulation of .the Reports of ‘the PAC, heads ‘of
Departments were to prepare ‘comments on action taken or. proposed to be
taken on' the recommendatlons of the PAC and submlt to the ‘Assembly
Secretar1at :

Seven hundred and twenty one (721) recommendations of the PAC, made in
its Eleventh to Thirty third Report were pending settlement as of December
2009 due to non-receipt of Action Taken Notes/Reports

The Accountant General (Audit) arranges to conduct periodical inspection of

Government Departments to test check the transactions and verify the
maintenance of significant accountmg and. other records according to

prescr1bed rules and procedures ‘When important irregularities detected during

inspection are not settled on the spot, Inspection Reports (IRs) are 1ssued to

thie Heads of the concerned ofﬁces with a copy to the next higher author1t1es
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As of March 2009, 2,307 IRs issued from 1985-86 were outstanding for
settlement. Of these, 920 IRs had not been settled for more than 10 years.
Even the initial replies, which are required to be received from the Heads of |
Offices within six weeks from the date of issue, were not received from 20
major Departments in respect of 318 IRs. Non-furnishing of replies and
inaction against the defaulting officers facilitates contmuatlon of serious
financial irregularities and Ioss to the Government. h

It is recommended that Government rev;ew the matter and ensure that
effective system exists for (a) action against defaulting officials, who failed to
send replies to IRs/Paragraphs as per the prescribed time schedule, (b) action
may be taken to recover loss/outstanding advances/overpayments in a time
bound manner and (c) revamp the system to ensure prompt and tlmely_
response to audit observatlons :
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The objective of Agriculture Department is to promote agricultural activities
by implementing various programmes such as production and distribution of
High Yielding Variety and hybrid variety of seeds, promotion of farm
mechanization, increasing cropping intensity through soil and water
conservation activities. The Department also undertakes farmers training
programmes and other specific activities as required.

| 3.1.2_Organisational Setup

The Principal Secretary (Agriculture) is the administrative head of the
Department. The agricultural activities are managed through the Department
headed by the Director, who is assisted by the Additional Director, Joint
Director and a number of Drawing and Disbursing Officers (DDO)'. The
organizational set up of the Department is as given in the chart below:

Principal Secretary

y

Director

y
Additional Director

y
Joint Director

L 2

Y h 4

Deputy Director (4) District Agriculture Officers (9)

| 3.1.3  Scope of Audit

Integrated audit of the Department for the period 2004-09 was conducted
during April to July 2009 covering an expenditure of Rs.127.54 crore (59 per
cent of total expenditure) in respect of 17 (out of 29) offices’ that were
selected by simple random sampling without replacement method.

" Three Agriculture Officers, two Executive Engineers, one Assistant Engineer and eight other
DDOs.

% (i) Director of Agriculture (ii) District Training officer, (iii) Dy. Director (State Mechanised Farm) (iv)
Executive Engineer (Custom Service Centre) (v) Rice Research Station, Wangbal (vi) Seed Analyst,
Mantripukhri (vii) Dy. Director (Chemistry) (viii) Agriculture Officer (Plant Protection) (ix) Agriculture
Officer (Marketing Intelligence Mantripukhri (x) Cotton Development Officer, Mantripukhri (xi)
Assistant Engineer (MI-I) (xii) Agriculture Officer (Public Relations) (xiii) to (xvii) District Agriculture
Officer of Thoubal, Churachandpur, Bishnupur, Imphal East and Ukhrul.
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The review was undertaken to assess whether

> »the programmes were planned properly and rmplemented efﬁcwntly,
_ the funds provided for the programmes, were utrhzed properly;
~the 1mplementat10n was momtored to achieve the desrred Ob_] ectives;

.~ an effectrve 1nterna1 control mechamsm ex1sted and

>
>
>

- the avarlable human resources were effectrvely utlhzed

Audrt ﬁndmgs were benchmarked agamst the followmg crrterla
> Natlonal Agnculture Policy 2000

> Macro Management of Agriculture (MMA) gu1dehnes

| > Plan documents
>

General Financial Rules

- Audit methodology 1ncluded selectlon of audltee umts holdmg of entry, ,
~ conference (May 2009) with the audltee management scrutmy of records,
'_analy81s of “data'and documentary ev1dences to” ‘arrive “at - audit findings,
conclusmns and recommendatlons An ‘exit conference. was held (October
2009) with the ‘departmental officers to dlSCUSS the audlt ﬁndmgs and replies
of the Department wherever avarlable had been mcorporated at the
appropnate places CEESTL SRR SIS

The-. 1mportant pomts notlced durlng the rev1ew are. dlscussed in the
succeedmg paragraphs :

The Department is'to prepare perspectlve plan by g1v1ng thrust in achievement
-of" self” sufﬁc1ency in foodgralns by increasing- product1on of foodgrains,
croppmg intensity, . quahty seed productlon “farm mechamsat10n and
development ‘of skill and" technologyf‘ As per ‘Macto Management ‘of
Agr'culture (MMA) gurdehnes the State Agrlculture Planis“should be based
on’ he ‘District Agnculture Plans (DAPs) “Thése ‘should indicate physwal

targets and benefit stream in terms of area, production and’ produet1v1ty level,
backed by concrete action plans to achieve these targets. However, these were
:prepare_d at the directorate level without ascertaining regional priorities and
“'riceds ‘from field functionaries and beneficiaries. Target and- achievement for
’drstnbutlon of quality sceds had no basis-and " were fixed in an ad-hoc manner.
, As a rcsult targets for distribution of quahty seed,. organ1sat10n of trainings for

\ .
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farmers for capacny bu11d1ng and productlon of certlﬁed seeds by the farmers :
could not be achleved :

* As per General Financial Rules, budget estimates should be prepared based on
‘inputs from lower formations. The Department however, prepared the budget
- estimates at the directorate level based on the previous year’s budgeted figures -
‘and without collecting inputs from the districts, in violation of financial rules.
Thus, the needs of the district level programmes have been sidelined, as their
- inputs had not been considered during budget preparatlun

@ . : Allocatwn and expendzture

The allocatlon of fund and expendlture trend of the' Department is glven in the

tablebelow 7
'Tabnlei .
2004-05 | 7.82| . 1392| .704| 2878 568| . 1574| 538| 2680
2005-06 | . 7.78 17.11| 1518 4007 | 761 1853 | 1466 | 40.80
2006-07 | 8.88 1492 18.18| 4198| 874 | . 1510 1552| 3936
2007-08 | 1177 17.11| 20.17 | - 49.05 | 11.77.| . 120.09.| - .48.67 |
'2008-09 | 1511|  19.08| 48.10| -82.29.| 1570 1.:27.37 | 6238

B Centrally Sponsored Scheme
(Source: Detalled Appropl 1at10n Accounts)

As seen from the table above while the. Department could spent the fund
made available at its disposal durmg 2004-08, it under-performed during
2008 09 with a savings of Rs.19.91 crore (24 per cem‘) However, there was
savings of CSS funds in all the years while there was excess of expenditure
under. non-plan head bamng 2007-08. This is an indication of the fact.that the
~Department was unable to spend the developmental funds ‘under CSS while .
~ non- developmental expend1ture under non—plan was bemg exceeded : "

'Further test- check of recmds rcvealed that in ﬁve cases durmg 2006 09+the
*Department released central funds-to the 1mplement1ng agencies ‘with a delay.

ranging from 43 to 106 days in violation of MMA guidelines to pass on the

central funds to the implementing agenc1es within 14 days of their receipt.
.The delay in release of fund affected-the timely implementation. of farmet’ S ‘
field: lramlng and demonstratlon of post harvest technology.

(u) Retentmn of heavy cash baltmce -

o

As ‘per Central Treasury Rules money - should not be drawn unless itis
required for immediate disbursement. The directorate’ ‘however, retained large*
cash balances at the close of the financial years during 2004-09 as follows: . -
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Mateh 2007

March 2006 |

Amountretamed R 120 S 27110 - 93. 43 - 1950 ] i 3\6.03v -

The closmg balance of March 2009 was 1nclusrve of Rs 10. 12. lakh drawn

during July 2003 for payment of compensatlon to three retrenchied staff and - -

salary of one clerk under- suspension.  The Department ‘admitted (October
2009) . the fact and stated that amount could not be dlsbursed pending.
finalisation of court ‘case/departmental inquiry ‘and that would be deposited
into treasury. Reasons for retention of heavy balances for other cases were not
funnshed to Audit.

| (#ii) Dwerswn of funds

-

The GOI sanctloned (June 2008) Rs. 30 80 lakh for dlstrlbutlon and -
« production of- certified: seeds-under Oilseed Production Programme (OPP). Of
this, the Department diverted Rs. 14.47 lakh* to other areas viz. Rs.3.40 lakh
- for. organizing Farmers Field School, Rs.9 lakh on trainings, Rs.1.37 lakh-for
purchase of petroleum ‘and Rs.0.70 lakh: for stationery and miscellaneous

- . .items. The diversion has resulted in shortfall in distribution of certified seeds

by 11:21 MT and productron of certrﬁed seeds by 11 MT.

The Department stated (October 2009) that orgamzatron of Farmers Fleld.
- School, and farmers training, miscellaneous expenses on petroleum, stationery
efc. were sanctioned by the Administrative Department. The reply was not
»acceptable as the central assistance were specrﬁcally rneant for drstrrbutlon
:and productlon of certrﬁed seeds under OPP.

(lv) Revenue reallzaztwn

- There Were 12. seed multrphcatlon farms of the Department of whrch only five
" were ‘operational. Position of revenue generated’ by these farms durrng 2004—
09 from the sale of farm products is as below ‘ : :

' Tab]leZ B T
, , , : ~ (Rupees in lakh)
- Year; | Revenue ta Percentage of shortfall «
1 2004-05 |- 69 -
| 2005-06 |- 525 77
| 2006-07 | © 6.60 81
| 2007-08 | . 1320 90
2008-09]. 2330 S

' (Source: Departmental records)

The ‘table disclosed that while revenue achievement has remained stagnant,
the .- Department’s projection of revenue target during 2007-09 was

3 Distribution of certified seeds: Rs.20.80 lakh (2600 quintal @ Rs.800 per quintal) and
Production of certified seeds: Rs.10 lakh (2000 quintal @ Rs. 500 per quintal). -
1Rs.8. 97 lakh (D1str1butlon of certlﬂed seeds) and Rs.5.50 lakh (Productron of certified seeds)
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unreallstlcally high, resultlng in sharp increase in percentage of shortfall of
revenue reahsatron

The Department stated (October 2009) that the farms are semi- research and
not revenue earning farms. The farms lack 1nfrastructure such as approach
road, 1rr1gat10n channels ponds etc

, The Department’s reply is not acceptable because revenue targets should have
been more realistic, based on the past trends of revenue collection as also on
the constraints in the infrastructure. Further, the Department needs to also
emphasise on revenue collection in order to improve their infrastructure. '

@ T argets and achievements of pr oductwn

Productlon of maJor crops viz. rice, wheat maize, pulses oilseeds and
sugarcane against the targets during 2004-09 are as shown below

Table 3

(In thousand MT) ’ »

(Sonrce Annual Plan and Administrative Report) ‘ (T-mdlcates target and A-1nd1cates achlevement)

There were adequate productrons of wheat, pulses 01lseeds and sugarcane vis-
a-vis their targets during 2004-09. However, there were substantial shortfall in
the- productlon of rice (15 per cent)-and maize-(13 per cenf), of which rice is -
the main crop of the State. The shortfall was attributed by the Department
(October 2009) to uneven rainfall and poor irrigation facilities in the State.
Audit scrutiny however, disclosed that shortfall in production of major crops
was partially due to irregular distribution of seeds, non-training of farmers and
unequipped soil testing laboratories, as .discussed ‘in -the . succeeding -
paragraphs " S R '

E ,(”) Irregular dmwal of fumis

As per GFR, fully vouched contlngent bllls supported by actual bills should be
drawn only when the services were rendered or the supplies made. However, -

_during 2006-09, three DDOs’ drew Rs.360.64 lakh from the treasury before
execution of the works or receiving supplies by presenting fully vouched
contingent bills supported by abstract of cost-of the Works and proforma blllS
of the ﬁrms :

% Dy. Director (Soil Chemist), District Training Officer and Agriculture Officer (Hqtrs)
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The Department stated (October 2009) that the funds were drawn on such bllls
- due to urgency The reply is not acceptable as drawal of advance on account .
- "-of urgency is to be made on ‘Abstract Contlngent bills and then adJusted by - .

: Detalled Counter51gned Contingent bills at a later date.

-In another case, the Directorate drew (August 2008) Rs. 8 68 lakh for purchase s

of fertilizers (Rs. 4.63 lakh) and sprayers (Rs 4.05 lakh) on a fully vouched
- contingent bill on the basis of 21 proforma bills received from three suppliers.
The stock register recorded receipt of the fertilizers and sprayers between 2
June and 1 July 2008. However, the proforma bills enclosed with the
contingent bill recorded that the fertlhsers and the sprayers had not been
received as of August 2008. :

Thus entries of the stock reglster cannot be accepted. As such drawal - of
Rs.8.68 lakh on a fully vouched contlngent bill- w1thout actually recelvmg the
materials was not in order : -

As the advance payments were: drawn on fully Vouched contlngent bllls their
regularisation by DCC bill at a later date is doubtful and therefore the
rpayments are risk w1th financml 1rregular1t1es

‘ ,'(lu) Deposzt of sale proceeds '

The State Mechanised Farm, Lamphelpat and Seed Multlphcatlon Farm,
Chakpikarong - realized an amount of 'Rs.1.52 Jakh and Rs.0.40-lakh
tespectively as sale proceeds of farm produce during 2007-08. The amount
was neither reflected in the cash book nor credited to the .Government
account. When pointed out by Audit (June 2009), the Lamphelpat farm
deposited (October 2009) the amount into Government account while in the
case of Chakpikarong farm, no remedial actron of the Department has been

'fumrshed (December 2009). ‘

(Ev) Irregular utlllsatwn of sale proceeds

' Test-check of yield stock register.of the State Mechanised Farm, Lamphelpat
revealed that sale proceeds of 84.42 MT of paddy and 13.70 MT of mustard
~ seeds, valued at Rs.15.43 lakh for the years 2007-09 were not traceable
(October 2009) in the departmental records. In clarification, it was stated that
some of the farm produce had been given to labourers in lieu of wages while
sale proceeds of the rest were utilized for malntenance of the farm machinery.

- The reply was not acceptable as departmental receipts cannot be used for
cxpendlture and kept outsrde the consolidated fund of the State o

( ) Dzstnbutwn of HYV and qzmhty seeds

ngh Yleld Varlety (HYV) and quality seeds are meant to increase production
of foodgrains. The distributions of HYV/quality seeds during 2007- 09 are as
follows:
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2007-08

3100

450 34 (8) 987 B2(13)

3097 (100) 313 200 (64)

2008- 09 '

75850 | 5850 (100) 33| 200649 | 260 25(10) | 361 25(7)

¥ Targets for the years 2004-07 not fumlshed by the Department and Percentage ﬁgures are rounded off.

(Source Departmental records) '

'.The» above table drsclosed that except for:distribution of paddy seeds, there
‘were significant shortfalls of distribution of quality seeds in respect of other

crops during 2007-09. The under-distribution of quality oilseeds during 2008- -
09 was partially due to diversion of Rs.14.47 lakh to other areas as already

discussed in Paragraph 3.1.8 (iii). Reasons for significant shortfall -of

distribution of HYV/quahty seeds in respect of maize and pulses were not on'
record. -

. __In respect of paddy seeds, the Department procured only 1,255.66 MT® seeds:

during 2008-09. and there was no record to show that addrtlonal seeds had
been’ procured for distribution during the year. Therefore, its claim of
distribution of 5, 850 MT of paddy seeds is doubtful. Besides, in the absence

~of distribution register or beneficiary list, the departmental claim of cent per-
“cent achlevement of drstrlbutlon of paddy seeds could not be vouchsafed

_ (w) Implemenmtlon of 011 seed Production Progmmme

" The GOI sanctioned (June 2008) Rs.30.80 crore ‘as subsidy under 0il seed
‘Production Programme (OPP) for the year 2008-09 as financial assmtance for

distribution” of 2,600 quintals of certified seeds (Rs.20.80 lakh) and for
production of 2,000 quintals certified seeds (Rs.10 lakh). GOI assistance was

‘to be limited to Rs.800 per quintal for seed dlstrlbutlon and Rs.500 per qumtal ‘

for seed production.

Out of Rs.20.80 takh for seed distribution, the Department diverted an amount -
of Rs.8.97 lakh and spent” the remaining amount of Rs.11.83 lakh on
procurement of 247.50 quintals of certified Mustard seed (137.50 quintals)
and Soya bean seed (110 quintals) and d1str1buted them to farmers without
reahsrng any amount from them.

Out of Rs.10- lakh for seed production, an amount of Rs.5.50 lakh was.
diverted and the remaining amount of Rs. 4.50 lakh was utilised for
production of 450 quintals of seeds without realising any amount from them

The details are shown in the table below :

® HYV: 1000MT, Upland rice: 250 MT and Hybrid seed: 5.66 MT
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: SR el . L O Sk
L T o SN , 300 (Mustard) B
Distribution.of |. ~{ 137.50 (Mustard) 5100(Mustard) | . | .
certificd seeds | 115> | 110.00(Soyabean) | 4375(Soyabean) |  S0° 37 S)"ya 985(1.98)
Productionof {. , .. ) ' . § : :
certlﬁed seeds w4.30 - 450.00 1000 500 ,5100. ‘2.2‘5 (2.25)

697:50 s
Source: Departmental records

0@

Thus, due to diversion of funds and non-realisation of contribution from the -

farmers, implementation of OPP during 2008-09:could not-be fully. achieved

and resulted in shortfall of 2,352.50 quintal of seed. drstrlbutlon and 1,550 -
- quintal of seed productlon

~ The Department stated (November 2009) that ﬁnancral assrstanee for seed _
~ . distribution was' given free of cost to poor farmers ‘and assistance for seed
production @ Rs.1,000 per . quintal was prov1ded -as per 'MMA 2008
guidelines. The reply was not acceptable because distribution of seeds free of
cost was a deviation from approved work plan. Besides, non- -realisation -of
‘ farmers contribution resulted in - less: coverage of .other beéneficiaries.
Financial assistance. for seed productron at a higher ‘rate .of Rs.1,000 per -
“quintal against admissible amount of Rs.500 per quintal was’ also not
- acceptable because the guldehnes were issued in July 2008 Whlle the sanction
was issued in June 2008. ' : ' :

(vn) Integrated Pest M anwgement progmmme

 The GOI prov1ded ﬁnan01al ass1stance of" Rs 800 per beneﬁcrary for purchase
. of knapsack sprayer. The extra cost if any, was to be borne by the beneﬁcrary
: hlmself :

E Duri'ng 2005-08, the Department procured 2,299 knapsack sprayers costing
‘Rs.28.21 lakh at.the rate of Rs.1,227 per sprayer. Therefore, the beneficiary
was required to contribute Rs.427 per sprayer from his side. However, the

~ Department dlstnbuted the sprayers without realising any contributions from
the beneficiaries, resultlng in lesser coverage of beneficiaries. '

While admitting’the case, the Department stated (October 2009) that it bore
the entire- expenditure as the beneficiaries were poor-and assured that strict
compliance of financial assistance as per approved plan would be followed i in
future. :

(i virz) Farmers Fi iefd Scltodls |
MMA guidelines provide for organisation of Farmers Field Schools (FFS) to

impart-field training to help farmers in capacity bulldmg of crop productlon
' and protectlon technologles :
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Durlng 2006-07, the District Trammg Ofﬁcer (DTO) drew (March 2007)

Rs.25.84 lakh and handed it over to the Agriculture Officer (AO) (SUBACS7)

for conducting 152 FFSs. During 2007-08, Rs. 25.50 lakh was- drawn .
'(September 2007) for conducting 150 FFSs. by five non-Government

Organisations (NGOs) (Rs.4.25 lakh for 20 FFSs) and eight DAOs (Rs.21.25
lakh for 130 FFSs). However, relevant records in support of the expenditure

like the locations of the FFSs, the programme schedule, areas to be covered
and the list of facilitators and farmers who attended the training was not
produced to Audit for detailed scrutiny. Further, expenditure of Rs.21.25 lakh

made by DAOs was not reflected in the. cash book. In the absence of these

vital records in support of organising field trainings, the expenditure of

Rs 51.34 lakh spent on 302 FFSs could not be vouchsafed ‘

The Department stated (October 2009) that 152 FFSS of 2006- 07 was

continued up to May 2007 and relevant records of 150 FFSs of 2007-08 were

called for from the NGOs and the DAOs concerned. The fact, however,

remains that despite pointing out (Aprxl to July 2009) by audrt no records )
have been produced as of December 2009.

(ix).  Soil Testing Labomtortes

MMA guidelines provide ﬁnancral assistance of Rs 10 lakh for strengthenmg
of an existing Soil Testing Laboratory (STL) with micronutrient testing
facilities, Rs.5 lakh in case of STL without micronutrient testing facilities, and
Rs.10 lakh in case of establishment of a new. STL without mlcronutuent
testing facilities.. .

The Department purchased (November 2008) 126 number of ten different
cqurpments from a local supplier at a cost of Rs.65 lakh for setting up of three
new STLs for strengthening three STLs’ and one mobile STL. The purchase
. was made w1thout calhng for open tenders on the pretext of urgency :

As per work plan 2008 09, the existing Stalls were to be strengthened by -
procuring Atomic Absorpt1on Spectrophotometer (AAS) for micronutrient.
testing facilities. However, the Department did not purchase any AAS, in
‘absence of which testing of mlcronutnent of soil could not be conducted. As a
~ result, judicious and balanced use of chemrcal fertrhzers based on AAS soil .
test could notbe ensured ' B o : :

Though procurement of AAS was 1ncluded in therr work plan the Department '
stated (October 2009) that procurement of AAS is not ‘perrnissible’ under
MMA- guidelines. The stand taken by the Department is not correct as AAS
can be procured for stréngthening of STLs as per the guidelines. '

Further, test-check of stock register revealed that 126 different cquipments
received in November 2008 remained in stock as of September 2009, cven
‘after one year of their procurcment. Thus, not only the urgency in

7 Sugarcane based cropping scheme.
® at Ukhrul, Tamenglong and Senapati districts
® at Bishnupur, Thoubal and Imphal West districts
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- procurement and non-observance of tender norms was not proved but also the
~ .objective of early strengthening and setting up of the STLs was:defeated. The
* Department stated (October 2009) that equlpments had been issued to the
DAOs. .

(x) * Doubtful execution of works

. The State Government sanctroned (October 2008) Rs.20 lakh for two items of
works viz., land shaping of State Mechanised Farm(SMF), Lamphelpat
(Rs. 6.93 lakh) and renovation of irrigation. channels of SMF, ]Lamphelpat and
Rice Research Station (RRS), Wangbal (Rs.13.07 lakh) The amount was
drawn and paid to the As51stant Englneer (Refrrgeratron) in October 2008 for

execution of the works. - . . )

During test-check of the work, measurement books (MB) of 12 works ‘were
produced, which showed a single item of work viz. earthwork excavation that
- was carried out by two local contractors.” Other records like technical

'~ sanctions, estimates, tenders, work-orders and pay bills to-the contractors

could, not be produced. The record of the MB did not indicate the locations

- where the earth excavation had been executed or the lead for disposal of the -

excavated earth. The MBs only showed a total quantlty of 13,614 cum of
-ordinary rock had been excavated at a total ‘cost of Rs.22.48 lakh as against
-, Rs.20 lakh sanctioned by the Government. It was not clear as to how rocks
could be encountered at the clayey and marshy Lamphelpat area ‘

The Department stated (Oetober 2009) ‘that - the work was - executed
- departmentally and that the observations were noted for future compliance.
The reply, however, is a contradiction of their MBs’ records that showed that
the work was done through contractors. Further, RRS, Wangbal had earlier
stated (May 2009) that they were not aware of the execution of the work. As
such;- actual executlon of the works in’the absence of V1ta1 documents ‘was
doubtful 8 : - ‘

(xi) Implemenmtwn of rodem control progmmme

. The State Government sanctloned Rs. 25 lakh (August 2008) and Rs.15 lakh
" (Janiuary 2009) for rodent pest management . in three rodent affected hill -~
dlstrrcts of Chur achandpur Tamenglong and Chandel

- T he Agrlculture Ofﬁcer (Plant Protect1on) purchased (March 2009) 16, 336 rat v
traps (Rs.24.50 lakh) and 7,500 kg of rodenticide (Rs.15 lakh) from a local

firm'®. The balance amount (Rs.0.50 lakh) was utilised for purchase of

statlonery articles which was not provrded in the approved works plan.

" It was recorded on the vouchers that receipt of the materials had been critered

in the stock register on 21.10.2008 and 18.3. 2009. However, the entry of the '
vouchers could not be cross verified with relevant supply” orders and stock
registers, as these records were not produced for verification. Further, the
D1strlct Agrrculture Ofﬁcers (DAO) (Churachandpur Tamenglong, and

!

1°M/s Emoinu Traders, Irnphal
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Chandel) stated (August 2009) that they had not received any rodent control
equipment/chemicals, indicating that the programme was not implemented in
the affected districts. Thus, an amount of Rs.39.50 lakh for control of rodent
menace appears to have been misappropriated.

The Department stated (October 2009) that relevant supply orders; stock
receipt and issue register was maintained in the office of the Agriculture
Office (Plant Protection). The reply of the Department was not acceptable as
they could not produce the relevant records to audit as of December 2009 and
audit contention was further strengthened by the statement (August 2009) of
the DAOs of the three hill districts affected by rodents.

[ 3.1.10 Manpower Management

Periodical review of deployment of staff should be conducted for optimal
utilisation of manpower. As of March 2009, there was 1,173 staff vis-a-vis
sanctioned strength of 1,211 staff. Despite having shortage of 38 staff only, no
staff was posted in three'' DDOs. The Regional Pulse and Oilseed
Development Farm, Gamphazol incurred an expenditure of Rs.87.85 lakh as
pay and allowances of 15 staffs even though no production or activity was
carried out in the farm during 2004-09. Similarly, though the Executive
Engineer (Custom Service Centre) office did not have any tractors or vehicles,
the number of tractor drivers was increased from eight to nine and handymen
four to twelve during 2004-09, incurring an expenditurc of Rs.90.27 lakh on
their remuneration.

While admitting the fact, the Department stated (October 2009) that action
would be taken for proper deployment and manpower utilisation.

| 3.1.11 Internal Control

Internal control system is a process by which an organization directs its
activitics to achieve its objectives. Despite having five operating seed
production farms, the Department did not carry out any physical verification
of their produce. Therefore, pilferage, loss or deterioration, if any, remained
undetected. Further, out of 20 departmental vehicles, nine were off-road since
May 2001. However, no action to repair or dispose them has been taken as of
May 2009. The Department noted (October 2009) the observation of seed
production farms and stated that stock verification would be conducted.
However, no reply had been furnished (December 2009) in respect of off-road
vehicles.

Thus, the internal control mechanism adopted in the Department is weak and
needs further strengthening.

| 3.1.12 Monitoring

National Policy for Farmers 2007, inter alia envisaged that Statc should have
an effective mechanism for continuous feedback from the farmers to ensure

" (i) EE (K&SL); (ii) AE (MI-1) and (iii) AE (MI-11)
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that measures taken under the policy address the problems of farmers.
However, the Department did not maintain any feedback database from the
farmers.

| 3.1.13 Conclusion

State agricultural planning lacked emphasis on regional priorities and needs of
field formation and beneficiaries. Retention of huge cash balances at
year-ends, diversion of funds, low revenue realisation of departmental farms,
drawal of advances through fully vouched bills and utilisation of departmental
receipts instead of depositing them into Government accounts warrants rigid
streamlining of financial management and the ways expenditure are
controlled. While implementation of Oil Production Programme and Soil
Testing Laboratories programmes deviated from the works-plans, the review
also exposed more serious issues in distribution of quality seeds, organisation
of farmers’ field training, rodent control measures and execution of works at
two departmental farms that needs further investigation. The Department also
needs to revamp their man-power utilisation and their internal control
measures.

3.1.14 Recommendations

» The State Government should strengthen planning process and give
more focus on regional priorities and needs of field formations and
framers.

> Financial management should be strengthened effectively.

» The State seed multiplication farms need to be strengthened so that
objectives of the schemes could be achieved as far as possible.

» Monitoring and implementation mechanism should be strengthened to
ensure implementation of the schemes in an effective and time bound
manner.
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5473 | 7117 96.64 120.76 | . 141.38 - (+)1708

EWE)
2. | State excise 3.05 . 3.26 3.62 375 | . 3.91 e (+) 427
3. | Stamps and 220 281 2.83° 293 3.18 @8 53

registration fees

4. . | Taxes and duties 4.95 0.27 019 | - 21 039 | (+)43,233.33
- | onelectricity - .

5. .| Taxes on

. 3.33 334 0 319 357 | . 4.03 ‘ “(+) 12.89
vehicles ‘ -

6. | Taxes on goods

071 0.68 0.60 0.76 080 | . (¥)526
and passengers . : ‘ .

A . Other takeson - | .- R ) . T ] -
| income and - 1152 1199 -13.30 | - 1473 | 1546 C(+) 4.96
expenditure ' . : . :

8.- | Other taxes and
- duties on
commodities

0.21 |- 0.16 0.18 0.20. 0.13 (=) 35.00 ’
| and services ' ‘ ' V o

d revel

()4.00 |-

There was an overall increase of 15. 33 per cent in tax revenue ralsed durmg
2008- 09 as compared to 2007-08. - : ‘

The reasons for- variation in receipts for 2008-09 frdrrr that of 2007-08 in
respect” of principal heads of revenue as. furmshed by the concemed
departments were as under -

SaEes tax/V AT The increase in 1evenue collectlon was attnbuted to increase
in the 1eglst1 ation of new dealers

T axes zmd dufcnes on eﬂectrncmty ‘The inctease in revenue realised was
~ attributed to recovery of Mampur tax from the Natronal Hydro Electric Power
P Corporatlon Loktak :

Taxcs.:.on\vehﬁcﬁies': The inc¢reasc.in revenue was atiributed to-increase .in the
registration of new vehicles. ' '

Other. taxes and. duties on ‘commodities and services: The decrease in
rcvenue was attributed to irregu‘lar cinema shows.

4.1. 3 The followmg table presents the detarls of major non tax revenue
raxsed during the years 2004-05 to.2008- 09

2 Rs:9,000 only.
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.| Interest receipts " 6407 6141 3505 27.61 - 3999 | (+) 4484
2. Housing ‘ 098 | LI 0.68 172 | - 130 (2442
" | .Water supply and 1 : 3 i - :
samitation 158 | 169 139 | - 138 6.89 (+)336.08
| foresty and wild - 074 | 149 | 152|145 102 (2966 |
5. | Bducation, Sports, ' ar b : g 00 :
Art and Culture 082 | 097 . 094| 7090 0.,9}. . ®LI
6. * | Miscellaneous T3 o agd . e 6 |.
general services o 662 | . 8246 | 5424 .92.771 (+) 71.04
Power | s4m 49.87 | ' 4024 62.29 8828 |1 T (4172
“Major and medium e e | e | o g00 | 4)52.0
| iigation L13.|° 197 |5 785 526 8.00 ) - (#5209
-9 | Medicaland public 025 029 . 024 ~ 025| - 052 . (+)108.00
health L ) . N S R
'10. . | Co-operation- "~ 0.13", 014 [ 012 | o122 - 016" (+)3333
11, | publicworks - | 160 3091 . 783 | . 614 | . 796 | .. (+)29.64
12._ | Police ' 034" 064 | - 057 | o042 336 - - (+)700.00
13. ... Other administrative : L . - 059 |- . . ‘
| services. - 0.51 070 | 063} 107 059 - ()44-86
14. -| Crop husbandry 0.04 ) 0.10 007 | (- 30.00
Others T S #5513

The non-tax revenue lncreased from Rs 164 71 crore 1n 2007 08 to Rs. 253 46
crore in 2008 09 showmg an 1ncrease of 53 88 per cent.’

The reason for variation in- receipts for 2008 09 from that of 2007 08 in
respect - of principal heads of- revenues -as furmshed by the concerned -
departments were as under:

Forcstry and wan life: The decrease in revenue was attrlbuted to fluid law .

and order situation and the frequent bandhs and strlkes whlch resulted m.
setback in transportatlon of forest produce SN

,,Mrsceﬂaneous vcmral services: The increase in revcnuc was attrlbulcd to" -
sales proceeds of statrsucal pubhcatlons '

Power: The 1ncrease ‘in revenue was attrlbuted to. heavy. collecuon of :
unofﬁc1al 1nterchange (UD charges : : '

* . Rs. 6413on1y
" Includes debt relief of Rs. 75.08 crore glven by Govemment of Ind1a on repayment of
~consolidated loan.
Includes debt relief of Rs. 37.54 crore grven by Government of India on repayment of
consolidated loan.
" Includes debt relief of Rs. 37 54 crorc glven by Govcrnment of Indla on rcpayment of :

“consolidated loan.
- A term used by the department denotes recovery of energy charges from the states to
whom electricity was supplied.
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Major and medium irrigation: The increase in revenue was attributed to
higher collection of interest from mobilisation and machinery advance of the
Thoubal Project.

The other departments did not inform (November 2009) the reasons for
variation despite being requested (July 2009).

4.2 Variations between the budget estimates and actuals

The variations between the budget estimates and actuals of revenue receipts
for the year 2008-09 in respect of principal heads of tax and non-tax revenue
are mentioned below:

(Rupees in crore
Variations | Percentage
g:}' Head of revenue eft:l:lg‘t’:s Actuals | excess(+)/ of
: shortfall(-) | variation
A. Tax revenue
15 Sales tax/VAT 128.80 141.38 (+) 12.58 +)9.77
Other taxes on income and
> expenditure (taxes on professions, 15.72 15.46 (-)0.26 (-) 1.65
trades, callings and employment)
F ] SoiC e S et 0.23 0.13 (0.10 | (-)43.48
commodities and services
4. Stamp duty and registration fees 3.36 3.18 (-)0.18 (-) 5.36
5 Taxes on vehicles 4.91 4.03 (-) 0.88 (-) 17.92
6. State excise 4.47 3.91 (-) 0.56 (-) 12.53
7. Land revenue 1.20 0.78 (-) 0.42 (-) 35.00
8. Taxes on goods and passengers 0.86 0.80 (-) 0.06 (-) 6.98
9. Taxes and duties on electricity 0.34 0.39 (+) 0.05 (+) 14.71
Total tax revenue 159.89 | 170,06 | (+)10.17 (+) 6.36
B. Non-tax revenue
L. Miscellaneous general services 54.54 92.77 (+) 38.23 (+) 70.10
2 Power 75.00 88.28 (+) 13.28 (+)17.71
3 Public works 9.47 7.96 (-) 1.51 (-) 15.95
4. Forestry and wild life 2.31 1.02 (-) 1.29 (-) 55.84
5. Police 0.60 3.36 (+)2.76 | (+) 460.00
6. Interest receipts 35.00 39.99 (+)4.99 (+) 14.26
% Water supply and sanitation 231 6.89 (+)4.58 | (+) 198.27
8. Education, Sports, Art and Culture 1.37 0.91 (-) 0.46 (-) 33.58
9, Other administrative services | Fs 0.59 (-) 0.63 (-) 51.64
10. Major and medium irrigation 9.50 8.00 . () 1.50 (-) 15.79
11. Medical and public health 0.37 0.52 (+)0.15 (+) 40.54
12. Crop husbandry 0.15 0.07 (-) 0.08 (-) 53.33
13. Housing 1.58 1.30 (-)0.28 (-)17.72
14. Co-operation 0.12 0.16 (+) 0.04 (+)33.33
15, Others 1.68 1.64 (=) 0.04 (-) 2.38
Total Non-Tax Revenue 195.22 253.46 (+) 58.24 (+) 29.83
__Grand total revenue 355.11 42352 | (+) 6841 (+) 19.26

The concerned departments mentioned the following reasons for variations
between the budget estimates and actuals for the year 2008-09.

Other taxes and duties on commodities and services: The shortfall in
revenue collection was attributed to irregular show in cinema halls.

Taxes on vehicles & taxes on goods and passengers: The shortfall in
revenue collection was attributed to less registration of heavy vehicles,
vehicles taken out of the State and condemnation of old commercial vehicles.
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State_excise: The department stated that the main source of revenue is the
excise -duty of liquor paid by the - Secunty Forces.- Shortfall in revenue-
collection was attributed to fluctuation in the number of Security .Forces
deployed in the State and also the curtallment in the entltlement lmposed by
the Army Headquarters from time to time.

Land revenue: The shortfall was attrlbuted to various land acqu1s1t10n process B
_taken up recently

Taxes and dutnes on electrncrty The excess over estlmates was attributed to
~ Tecovery of Manlpur tax from the Natjonal Hydro Electrrc Power Corporatlon
Loktak.

Power “The excess over . estlmates was attr1buted to heavy collectron of
unofficial- interchange (UI) charges :

Mnscellaneous general services: The excess over estlmates was attrrbuted to
sales proceeds of statlstlcal publrcat1ons :

Forest}ry and Wnld lnl‘e The shortfall was attnbuted to non completlon of
- working plan for eight territorial forest divisions due to which extraction and
sale of timber could not take place.

- Educatlon, Sports, Ar’t and Culture The shortfall Was attrrbuted to decrease

in the enrolment of students in Government Colleges

Co=operatnon "The exCess - over estlmates was attrrbuted to recovery of
pending audit fees from the Co-operative Socretles Voluntary Orgamsatlons‘
and NGOs :

.The other departments d1d not 1nform (December 2009) the Teasons forA
varratron desprte belng requested @) uly 2009)

" The break-up of the total collection at pre-assessment stage and after regular
_assesSment'of Sales tax, Professional tax and Amusement tax/Luxury tax for
the year 2008-09 as furnished by the Comm1ss1oner of Taxes are mentloned
below : ' '

(Rupees in crore

Sales tax/V AT

[Professiontax_| 1546 | N | -~ N Nl | 1546 100
Amusement g g Nl Nl Nil'| 013 100

tax/Luxury tax

3 Rs. 54,000 only
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The above table indicated that collection of revenue at pre-assessment stage
was almost hundred per cent in respect of these heads during the year.

4.4 Cost of collection

The gross collection of sales tax, taxes on vehicles and percentage of
expenditure to gross collection during the years 2006-07, 2007-08 and
2008-09 along with the relevant all India average percentage for 2007-08 were
as mentioned below:

(Rupees in crore)

Esnenditire Percentage All India average
SI. Head of ; P : of cost of collection
Year Collection on collection }
No. revenue ek expenditure for the year
* on collection 2007-08
2006-07 96.64 1.47 1.52
| Sales tax 2007-08 120.76 1.41 1.17 0.83
2008-09 141.38 1.62 115
T 2006-07 3.19 1.46 45.77
axes on
2 vihicles 2007-08 3.57 1.66 46.50 2.58
2008-09 4,03 1.96 48.64

The above table indicated that the cost of collection under taxes on vehicles
was much higher than the all India average while it was marginally higher in
case of the sales tax. The reasons for the same though called for in July 2009
have not been received (December 2009). The Government may examine the
reasons for the extremely high cost of collection and take appropriate action.

4.5 Analysis of arrears of revenue

The arrears of revenue as on 31 March 2009 in respect of some principal heads
of revenue amounted to Rs. 10.56 crore of which Rs. 5.74 crore was
outstanding for more than five years as mentioned below:

(Rupees in crore)

Amount outstanding as | Amount outstanding for more than 5
SL NG| Head of revenus on 31 March 2009 years as on 31 March 2009
L. Sales tax 1.23 Nil
2 Land revenue 9.33 5.74
Total 10.56 5.74

4.6 Arrears in assessment

The details of sales tax assessment cases pending at the beginning of the year
2008-09, cases which became due for assessment during the year, cases
disposed during the year and number of cases pending at the end of the year
2008-09 as furnished by the Commissioner of Taxes in respect of sales
tax/VAT are as mentioned below:

Opening New cases Catts Balance | Percentage
balance as due for Total di d at the of disposals
Name of tax on 31 assessment | assessments fzpos.e end of to the total
March during 2008- due Uzool;l::)ngg the year | assessments
2008 09 2008-09 S5tod
14 o Ch 4. 5 6. 1.
Sales tax/VAT 366 2,004 2,370 2,244 126 94.68
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The number of refund cases pendmg at the beglnnrng of the year 2008- 09
claims received. during the year, refunds allowed during the year and cases
pending at the close of the year 2008-09 as furnished by the Department of
~ Taxes are mentioned below:

Claims ou’rsfandmg at rhe Begmmngof rhe year 2008-09

Claims received during the year 2008-09

Refunds made during the year

Balance outstanding at the end of the year

The Govemment may consnder taking effectwe steps to dﬂspose the cases
early. :

Accountant General (Audlt) Mampur ‘arranges 'to.:.conduct periodical
inspection of the ‘Government departments concerned with tax: revenue and -
non-tax revenue to, test check the transactions and verify the maintenance of
important records in accordance with the prescribed-rules and procedures.
These inspections ‘are followed up with inspection reports (IR). When
important irregularities detected during audit are not settled on the spot, IRs
- are .issued to the head of offices 1nspected with a‘copy to the next higher
“authority.

-The number of IRs and audit observations relating to the revenue receipts
~ issued up to 31 December 2008 and pendlng settlement by the departments as
on 30 June 2009 along with the correspondlng ﬁgures for the precedlng three
- years is mentioned below:

Jun‘éTZOOQJ? '
i 360

277 - 1,104

596.12 678.97

Number of pending IRs
Number of outstanding audit observations
Amount of revenue involved (Rupees in crore)

‘Department-wise break-up of the pendlng IRs. and audit observauons as on 30
June 2009 is mentioned below: : ‘

(Rupees i in crore) -

1L ) : ; 1994-95 to 2008-09
2. Electricity 96. 288 616.08 1990-91 to 2008-09
3. | Land Revenue . ' 61 | -~ 167 |- 11,02 1991-92 to 2008-09

--4.. | Registration | = 3 Y - 0:11 | 71991-92 to 2008-09 -
5. Hospital : 41 9 .- 0:25+] 2002-03 to 2008-09
6. Fishery - . 16 41 041 1991-92 to 2008-09
7. <] Excise o 15 37 © 465 1990-91 to 2008-09
8. Taxation ] 41 209 13:07 [ 1990-91 to 2008-09
9. | Lottery : 4 25 19.37 1990-91 t0 2008-09 -
10. -.| Motor vehicle C 47 152 3.56 1990-91 to 2008-09

11 Forest - 46 | 104 | - 4.12 1990-91 to 2008-09

s - B TP =
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Thus out of 360 IRs pending for settlement, even first replies have not been
received (June 2009) for 229 IRs. Pendency of these IRs was reported to the
Government from time to time. However, no remedial action has been taken
for speedy settlement of the IRs and audit observations outstanding as on 30
June 2009.

Since the outstanding amount represents unrealised revenue, the Government
need to take speedy and effective action on the issues raised in the IRs.

4.9 Departmental audit committee meetings

In order to expedite settlement of the outstanding audit observations contained
in the IRs, departmental audit committee meetings are constituted by the
Government. These committees are chaired by the secretaries of the concerned
administrative department and attended by the concerned officers of the state
Government and officers of the Accountant General (Audit).

In order to expedite clearance of the outstanding audit observations, it is
necessary that the audit committees meet regularly. During the year 2008-09,
no audit committee meetings were held, despite being requested.

The Government may ensure holding of frequent meetings of these
committees for ensuring effective action on the audit observations leading
to their settlement.

4.10 Response of the departments to the draft audit paragraphs

Seven draft paragraphs (clubbed into five paragraphs) and two reviews
proposed for inclusion in the Report of the Comptroller and Auditor General
of India for the year ended March 2009 (Civil) were forwarded to the
Secretaries/Commissioners of the respective departments during May, June,
July, August and October 2009 through demi-official letters. The
administrative Secretaries/Commissioners did not furnish replies (December
2009) in respect of five draft paragraphs and one review. The replies in respect
of other two draft paragraphs and one review have been received and reflected
in the report.

4.11 Recovery of revenue of accepted cases

During the years from 2002-03 to 2007-08, the departments/Government
accepted audit observations involving Rs. 3.96 crore of which only Rs. 0.26
crore had been recovered till March 2009 as mentioned below.

(Rupees in crore)

Year of Audit Report | Total money value Accepte(_l Recovery made
money value

2002-03 0.72 0.51 0.02
2003-04 1.82 1.10 0.16
2004-05 0.63 0.25 0.00
2005-06 0.99 0.13 0.02
2006-07 1.87 1.01 0.02
2007-08 6.75 0.96 0.04

Total 12.78 3.96 0.26
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The above ‘t'ablé indiéates the 'ar,rifou.nt recovered wasf'on]ly 657 per cent of the.
accepted amount. The Government needs to take effective steps to recover
~ the outstanding amount in the interest of revenue. . - .

Test éhcck of the records of tax receipts and other non—taxbreé’eiptsj,cjohduct'ed-r' -
during the year 2008-09 revealed underassessment, non-levy, short levy and
loss of revenue amounting to Rs. 111.68 cfore in 10lcases. . .~~~ =

This chapter. contains two reviews and five paragraphs relating to non/short -
levy (including penalty) of sales tax/value added tax; non-assessment/non-
‘collection of professional tax; non-realisation of cost for deployment of armed
guards from banks and ofhers involving Rs. 6.77- crore. ‘The- department/
Government accepted audit observations involving Rs. 3.81 crore, out of
which Rs. 5.90 lakh has been recovered (December 2009). No reply has been
received in respect of one performance ‘review “and “thrée” paragraphs
(December 2009). The cases included are ~discussed ‘in the succeeding
paragraphs. ST T g '
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PERFORMANCE REVIEWS (REVENUE)

TAXATION DEPARTMENT

4.13 Transition from Sales Tax to Value Added Tax (VAT) System

Highlights

No time limit was fixed by the department either by way of circulars or
notifications to bring all the eligible Pre-VAT dealers, liable to be
registered within the ambit of the VAT Act. Only 22 per cent of the
dealers registered under repealed Act could be brought within the
purview of the VAT Act.

(Paragraph 4.13.7.1)

Important registers like “Register of receipt of returns”, “Register of
defaulters”, “Register of casual dealers”, “Registers to watch the recovery
of the arrears of tax, interest, penalty ezc.” under the repealed Act and the
VAT Act were not maintained.

(Paragraph 4.13.10)

Seven dealers did not pay tax of Rs. 1.58 crore for the period from 2005-
06 to 2007-08. No action was taken by the department to recover the dues.
The dealers were, also liable to pay interest of Rs. 1.22 crore.

(Paragraph 4.13.13)

Two dealers had defaulted in the payment of tax of Rs. 1.51 crore along
with the relevant returns for the period from 2005-06 to 2007-08. The
penalty of Rs. 45.64 lakh though leviable was not levied.

(Paragraph 4.13.16.1)

Value added tax of Rs. 24.08 lakh was required to be deducted at source
from the bill of a contractor dealer, however, Rs. 7.87 lakh only were
deducted from the bill of the contractor. This resulted in short deduction
of VAT of Rs. 16.21 lakh.

(Paragraph 4.13.19)

| 4.13.1 Introduction

|

The Government of India decided to implement State Level Value Added Tax
(VAT) in all the states on the basis of decision taken on 23 January 2002 by
the empowered committee of the States” Finance Ministers. The empowered
committee brought out on 17 January 2005 a white paper on state level VAT.
The following are the main features of VAT:

» it would eliminate cascading effect due to credit of tax paid on
purchase for resale or for use in production;

» other taxes will be abolished and overall tax burden will be
rationalised;
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> overall tax will increase and there will beuhighe_r revenue growth;
cand : '

> there would be self assessment by the dealers and set off will be
given for input and tax pard on the’ prevrous purchases

The Government of Mampur repealed the Manipur Sales Tax Act, 1990 (the
repealed Act) and enacted the Manipur Value Added Tax Act, 2004 (the VAT
- Act) from 1 July 2005. The Manipur Value Added Tax Rules, 2005 (the.
Rules) were introduced from 1 August 2005. The cases relating to prior to-the
enactment of the Act were to be ﬁnahsed in accordance with provisions of the .
repealed Act. ' \

Some of the dlfferences between the ex1st1ng VAT Act and the Repealed Act '
- were as unde1 ' : : '

» VAT is a- multi- po1nt tax system wh1le sales tax was s1ngle/double
' ‘point tax system;

> VAT system relies more on the dealers to pay the tax w1llfully and

submit - the - returns and deemed self assessment in VAT -while

. supporting documents are required along with the returns in repealed
‘Sales Tax Act;

> A ﬁxed percentage of check was. prov1ded in the VAT Act while
hundred per cent cases are required to be assessed in the repealed Sales-
- Tax Act;

» The role of the executive in assessmg the dealers is reduced under the
‘ VAT Act. : :

" The sahent features of the Mampur VAT Act are mentloned below

The VAT Act comprises 12 chapters and two schedules The chapters relatmg '
to reg1strat10n of dealers, returns; assessment recovery and refund of tax,
accounts and records, inspectioni of accounts, appeal and revision, offences -
and penalties efc. are incorporated in the VAT Act. Each tax payer registered
under the Act is assrgned a unique Tax-payer ldent1ﬁcat1on Number (Tl[N)

Schedule I consists of 170 items/goods, taxable at three different rates’ while
all other goods not spe01ﬁed elsewhere are taxable @ 12 5 per cent..

Schedule- IT consrsts of 57 items/ goods whrch are exempt from payment of tax_
ie. taxable at the rate of zero per cent. e

The Department of Taxes functions under the administrative control of the

Finance Department, Government of Manipur. The department is headed by a

Commissioner of Taxes who is assisted by one Deputy Commissioner, .one .
Assistant Comrmss1oner Supermtendents of Taxes and Accounts Ofﬁcer

3 1tems/goods taxable at 1 per. cent VAT rate, 162 items at. 4 per cent, 4 items at 20 per cent
- and 1 residual item...
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The. Assistant Commiissioner and- the -Superintendents of Taxes are the
~ assessing authorities (AAs) assisted by Inspectors. - :

14.13.3 Audit objectives
. The review was aimed to ascertain whether: - .

> "the'planning for implementat1on and the transition from the Sales Tax
g ‘Act to VAT Act was effected tlmely and efﬁcrently,

> the orgamsatlonal structure was adequate and effectrve ,

> the provisions of the VAT Act and the Rules made thereunder were -
" adequate and enforced properly to safeguard the revenues of the State;
‘and- :

> internal control mechanism existed in the Department and was
adequate and effective to prevent leakage of the revenue.

The review coverlng thie perlod from 2004-05 ‘to* 2008- 09 was carried out
-during the period from April to June 2009 and covered cent per cent units Le.
10 -(ten) Zones ‘including three check posts/gates of Kangpokpi (Camp
- Sekmai), Moreh.and Jiribam. . -«

The Indian Audit and Accounts Department acknowledges the cooperatior of
- the Department of Taxes and their officers and staff in providing necessary
information and records for audit.-An entry conference was held in June 2009
with the representatives of the Government and the officers of the department,
. in which the audit objectives and methodology were explained. The draft
'~ review report was forwarded to the department and the ‘Government in June
2009. The exit conference was held in July 2009 with the representatives of
_ the Government headed by the Deputy Secretary (Flnance) and the
departmental authorities headed by the Commissioner of Taxes in which the
- audit ﬁndlngs and recommendations were. discussed.. The replies of the
- department given during the exit: conference and at other points of time have
been approprrately reﬂected in the review report

The comparatlve posrtlon of pre -VAT, -sales. .tax . collection (2002-03 to
2004-05) and VAT period (2005-06 to 2007- 08) tax collectlon and the growth
- rate in each of the years is furnished below:

74



Chapter-1V: Revenue Receipts

(Rupees in crore)

Pre-VAT VAT period
Annual Annual
Actual Percentage » Actual Percentage
Year growth of Year growth of
collection i, of growth collection Al of growth
2002-03 43.18 13.66" 46 2005-06 71.17 16.44 30
2003-04 46.12 2.94 7 2006-07 96.64 25.47 36
2004-05 54.73 8.61 19 2007-08 120.76 24.12 25
Total 144.03 25.21 Total 288.57 66.03
Average 48.01 8.40 17 - Aversge 96.19 22.01 23
__growth rate growth rate

The percentage of growth during 2002-03 was the highest. However, the
average growth rate during 2002-03 to 2004-05 was 17 per cent while the
average growth rate for 2005-06 to 2007-08 was 23 per cent. Thus after the
implementation of VAT the average grow th rate increased during the period
2005-2008.

Percentage of growth

—&— Percentage
of growth

The reasons for increase in the revenue growth for the period from 2005-06 to
2007-08 was attributed by the department to their effort and introduction of

VAT in the state.

Audit findings

System deficiencies

] 4.13.7 Preparedness and transitional process .

There was lack of adequate preparedness by the Government for switching
over from the Sales Tax system to VAT system as discussed in the subsequent
paragraphs. Out of the total of Rs. 40.48 lakh received (2002-02 to 2008-09)
from the State Government for introduction of VAT/awareness programme,
only Rs. 23.86 lakh'' (58 per cent) were utilised.

' Actual collection during 2001-02: Rs. 29.52 crore.
"' Rs. 8.14 lakh parked under MH 8449 — other deposits in compliance with the directive of
the Government, Rs. 3.13 lakh in DDO's account and remitting Rs. 5.35 lakh to

Government account.
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I 4.13.7.1 Registration of new dealers

As per section 24 of the VAT Act, a dealer, liable to pay tax shall not carry on
business unless he has been registered. The Act further provides that if the
gross turnover of sales of a dealer during a period of twelve consecutive
months exceeds Rs. 50,000, he may apply for registration even if he is not
liable to pay tax. As per the VAT Rule a certificate of registration shall be
issued to a VAT dealer already registered under the repealed Act. However,
audit noticed that no time limit was fixed by the department either by
way of any circular or by any netification for registering all pre-VAT
dealers registered under the VAT Act.

The position of the registered dealers during the last five years as furnished by
the Department is shown below:

Year Dealers under No. of registered dealers under the VAT Act
the repealed Conversion New | Total | Cancelled Net Total
Act registered | (Cumulative)
2004-05 6,219 — — - —- - -
2005-06 5,345 874 216 1,090 34 1,056 1,056
2006-07 4,989 356 179 535 4 531 1,587
2007-08 4,842 147 236 383 1 382 1,969
2008-09 — = 402 402 | 401 2,370
Total 1,377 1,033 | 2410 40 2.370

The table above indicated that out of 6,219 dealers registered under the
repealed Act, only 1,377 dealers (i.e. 22 per cent) were registered under the
VAT Act, thus leaving 78 per cent of the dealers outside the tax net.

After this was pointed out, the department stated (November 2009) that the
registration of those dealers who did not register them selves under the VAT
Act had been treated as cancelled vide Notification dated 17 December 2007
of the Commissioner of Taxes. However, the reply was silent on why action
was not taken to register those dealers who were liable to be registered under
the Act.

The Government may consider prescribing a time limit within which all
Pre-VAT dealers liable to be registered under the VAT Act are brought
within the ambit of the VAT Act.

4.13.7.2  Surveys for registration of dealers

Section 27(1) of the VAT Act provides that if a dealer does not get himself
registered within two months from the date from which he is first liable to pay
tax, the prescribed authority may, after giving the dealer an opportunity of
being heard, impose by way of penalty a sum not less then five thousand
rupees and not exceeding ten thousand rupees for each month of default.
Section 65 of the Act requires that the Commissioner of Taxes shall from time
to time cause a survey of unregistered dealers. However, audit noticed that
no norm/target regarding the number of surveys to be conducted was
prescribed for each Inspector, Assistant Commissioner or by any other
authority either in the VAT Rules or by the issue of any
notification/instruction.
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During audit, it was noticed that neither the Zonal offices no_r the office of the |
Commissioner of Taxes had carried out any survey/raid to_detect the
unregistered dealers: Test check of the records-of Jiribam check post, however,

- - disclosed that 10 casual dealers. imported goods involving VAT of Rs. 0.88
- lakh from outside the state after 1 July 2005. Neither did these casual dealers
file any tax return nor did the assessing authorrty 1mt1ate any actlon to get the .

dealers reglstered Penalty to the extent of Rs. 14.10 lakh was also lev1ab1e

The Commissioner of Taxes replred (November 2009) that necessary action
would be taken against the unregistered dealers and detailed information was
also being called for from the officer in-charge of the Jiribain Check Post i in
respect of 10 casual dealers who imported goods from outside the State. The .
department stated (November 2009) that periodic. surveys were being
organised to detect unregistered dealers. However, the. fact remains-that not a
single survey was conducted during the period under review. As discussed at
paragraph 4.13.7.1,: 78 per cent of the dealers reg1stered under the repealed :
" “Act remained outsrde the tax net, as snch ‘the Government may consider
prescrrbnng minimum’ norms/target Jfor eonduetmg snrveys tn eateh the

unregrstered dealers : :

The VAT Act provides that a dealer whosé. gross: turnover of sales durlng a
period of twelve consecutlve months exceeds Rs 50 000 may apply for
reglstratron unde1 the Act N '

The department had not put in place any system for perlodrcal scrutlny ‘of the _
books of the accounts of those dealers who: were under ‘the threshold limit, to
régister the dealers within the' purview of the VAT Act ‘As‘such, the number
~ of dealers Who should have been regrstered could not be ascertamed :

The Government may eonsnder puttrng in plaee a system for perrodreal
serutrny of. the books of the accounts of the dealers nnder the ‘threshold
- limit to ensnre their regrstratron nnder the Act. :

The department had not prepared a separate "database ‘for dubious/risky
dealers. Since such data are very useful and are an important control measure
to prevent bogus transactions and utilisation of fraud and-invalid forms the
Government may direct. the department to maintain the data of dublous/rrsky_':_i
and bogus dealers :

'Ehe Government may eonsrder drreetrng the department to prepare a i
database for el‘feetwe admrnrstratnon of the VAT, Act and the rules made
there nnder and for mamtarnrng data ol‘ dnbrous/rrsky and bogns dealers.

Audit ‘noticed that the department had not installed any system for
periodic review of the registration certificates to detect TINs that had
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remained unused for long periods. The VAT Act also does not provide for
a time limit for cancellation of the unused TINs.

The position of the unused TINs was not available with the department. The
department, however, stated (November 2009) that the dealers who failed to
submit returns for considerable periods had been served notices for submission
of returns and in case of their failure necessary action would be taken. Audit,
however, did not find a single case where any action of cancellation or calling
for returns was taken on unused TINS.

| 4.13.7.6 Computerisation of the Taxation Department on check gates

The Government of India had entered into an agreement with M/s Tata
Consultancy Services (TCS) to computerise the VAT system implemented in
the North East States with effect from April 2005. The objectives were to
facilitate computerisation of registration of the dealers under VAT and CST,
computerisation of check gates and related monitoring of inter-State
movement of goods, processing of returns, challans efc. The VAT and CST
Management System (VCMS) is a web based system and the project is fully
funded by the Government of India.

Audit observed that several modules had still not been made operational and
VCMS failed to generate all important returns and reports essential for day to
day work. It was also seen that the data entries were not being made properly
into the system, defeating the purpose of the computerisation. Further, the
records maintained at the check gates at Jiribam and Moreh were not
computerised. Thus, cross verification of return with the check gates records
could not be done effectively by the assessing officers.

For effective implementation of VAT, the Government may adopt
computerisation of all records.

| 4.13.8 Shortage of staff

Manpower management is a key factor for smooth and efficient working of a
department and shortage of personnel is a serious problem that impacts output,
besides delaying the disposal of urgent cases.

From the information furnished by the Commissioner of Taxes, Manipur, it
was seen that there was manpower shortage during the last three years in
various cadres in the key areas like assessment, survey, registration, raising of
demands, collection of tax erc. At the end of March 2009, out of 161
sanctioned posts, 40 posts in various cadres, which is more than 25 per cent of
sanctioned posts, were lying vacant.

For better tax administration under VAT, the department was required to
computerise its operation in a big way and accordingly create new posts of
system analyst, programmers, assistant programmers and data entry operators.
However, as on 31 March 2009, no such posts were created.
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It is therefore, reeommended that the department may reassess the

.. requirement of strerrgth in post=computerrsa¢non scenario, for better tax

administration.

-~ The deparfment agreed (November 2009) that there were shortages and
intimated that efforts were being made to fill up the vacant posts.

In the course of scrutiny of the MVAT Act and Rules made thereunder it was
noticed that no provision has been kept for creation of operation manual for -
officers and other subordinate staff working in the department. No ‘operation
manual has been prepared by the taxation departmem for effeetave
nmpﬂeme}mmtron of VAT. '

The department mtrmated (November 2009) that during the year.2007- 08 and
-2008-09, 41 out of 119 staff members were imparted training through various .
_computer courses. Thus, 66 per cent of the staff was yet to be tramedl to meet
the challenges of the VAT system.

~ The Government may consider drrectmg the department to- prepare a
_mamraﬂ and reorganise itself based on pr‘oper’ manpower‘ pﬁarmmg and
adequate ttrammg

‘Important reglsters hke register- of receipt of returns; register of defaulters,
register of casual dealers, registers to watch the recovery of the arrears of tax,
interest, penalty efc. under the repealed Act and the VAT Act separately were -
* not maintained.

Arrears of Rs. 59. 45 lakh were pending under the repealed Act as on 31 March
2005, while arrears amounting to Rs. 1.58 crore were pending on account of
sales tax/VAT as on 31 March 2009. In-absence of the records; the progress
made-in recovery of the outstanding amounts of tax each under the repealed
Act or under VAT Act, could not be ascertamed by audrt The chances of
delay in collectlon of these arrears cannot be ruled out.”

The review rev'ealed» a number of deficiencies in the provisions of the VAT
- Act and the Rules, which persisted during the: period covered under the
4rev1ew Some of the 1mportant deﬁ01enc1es are mentloned below '

As per Rule 24 of the Rules, registered dealers are requrred to file monthly/
quarterly tax return in Form-10 to the approprlate tax authorlty Audrfr noticed
that the format of the return “Form- 10” did not provrde for rmpormm
information : reﬁatmg to value of opening and closing stock of goods held
by the deaﬂers, discount allowed arrd tax eoﬁleeted detarﬂs of treasury
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. challan ‘and details of the selling dealers in the returns. No mechanism
" was put in place by the department to monitor filing of the returns by
’each registered dealer

The information regarding the runaway/missing dealers, assessment pending
finalisation, tax due etc. in respect of these dealers were not available with the
department. Test check of the assessment records maintained in 7 Zones'

revealed that 95 dealers registered under the Repealed Act/VAT Act did not
file returns for various quarters up to March 2009.- 32 dealers had not
submitted any return from the dates of their registration. Of these, 42 dealers
were ‘issuéd various declaration Forms like ST 35°, ‘27, “‘C’ and ‘F’. The tax
’authorltles however, did not take any action to get the dealers traced out or .

* “cancel the “Forms” issued to these dealers. The misutilisation of these forms

cannot be ruled out. Even the department had not issued notices to the dealers:
to file the outstandmg returns except in respect of 21 dealers under Zone=-VIl
and VIIL . _

Sect1on 33 of the Act provrdes inter alia that the Comm1ssmner or any other
tax officer as directed by him shall undertake tax audit of the records, stock in
trade and the related documents of the dealers, who are” selected by the
Commissioner in the manner as may be prescribed for the purpose TFor the
purpose of tax audit, the Comm1ss1oner or any other Tax Officer directed by
him shall examine the conectness of return or returns ﬁled and admrssrblhty
- of varlous clalms 1nclud1ng mput tax credrt

Audit’ not1ced that the department had not selected any case for test audit. No
procedure/system for selection-of dealers for tax audit was framed by the
department. Moreover, time frame within which the tax audit. should be taken
up and completed was also not prescrlbed in'the VAT Act '

‘)"Ne1ther the Government nor the. department had 1nstalled any Management
Information System for submission of" the returns/report to the respectlve
hrgher author1ty for ; momtormg their receipt, dlsposal and correctness

| After th1s was pomted out the department stated (November 2009) that a
. format for this purpose had been devised. However, the time period within
: Wh1ch it shall: be made appllcable has not been intimated (December 2009)

The Government may con51der

> revrsmg the format of the returns for provndmg necessary

information like opening and closing stock of goods held by the:

- dealers, discount allowed and tax collected dctarls of treasrmry
i ehallan, details of the selhng dealers efc.;

' Headquarters I1T, 1V, V, VIL VILL IX including Moreh check post.
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> putting in place a m‘e'chanﬁsm to enable the'd@partménﬂ: to _m«»nﬁfm"
filing of r_retumsb'y each registered dealer. L

Audit noticed that though the white paper on VAT envisaged the creation of |
an independent audit wing for checking a percentage of dealers’ self- -
assessments, yet no provision for such an audit wing has been incorporated in
the VAT Act. ‘ S

No-internal audit was conducted during the years from 2005-06 to 2007-08.
The department had no internal audit wing of its own. Internal audit aids,
advises and guides the administration for better results. Absence of the internal
audit wing indicates that the department was unaware .of the malfunctioning

and other weakness pointed out by audit. The Director of Local Fund Audit, B

Manipur, conduipted the audit of vthé’: acc'ohnts]'of the department for the period -
from February 2004 to May 2006. But the audit was not concluded and no

inspection report was issued to the department. -
" The department stated (November 2009) that a proposal for creation of an .
‘independent Internal Audit Wing under the supervision of a Senior Audit -
Officer would be submitted to the Government and ‘in the mean time the
Director of Local Fund Audit, Manipur-would be requested to-complete the
audit of the accounts of the department for the period of February 2004 to May
2006 and submit the inspection report. - ' o

Government may consider putting ﬁn‘pﬁacda sgpakatc ﬂ.iﬁ‘ntérmiﬁ audit wing
for the department. - - G o T et

Section 29 (1) (a) read with Section 50 (4) of the MVAT Act, provides that if
a. dealer fails to_pay the -amount of tax. due as per the return/self
assessment/provisional assessment, such dealers shall be liable to; pay interest
" at the rate of 2 per cent per month from the date the tax payable‘had become

~due to the date of its payment. :
Te_s;c_' check of the assessment ‘rlgcords_'méinfleiirlle"dg‘b‘}} fwo Zones' disclosed that
seven dealers failed to pay tax due amounting to Rs. 1.58 crore for the period .
- from 2005-06 to 2007-08. No action ‘was taken by the department to recover .
the dues .The dealers were also liable to pay interest of Rs. I.22crore.
After this was ‘pointed out, the Commissioner of Taxcs staféd‘f(N_ovcmberf
2009) that necessary steps for realisation of both the tax due and interest
~ would be initiated. ; Co ' T

13 Headquarters and Zone IIL.
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| 4.13.14 Non-determination of opening stock under the VAT Act

Under Section 88 of the Act, the Commissioner may, by notification in the
Official Gazette, require that any class of registered dealers as may be
specified in the notification declare details regarding the stock of goods held
by them on the day immediately preceding the date on which the Act comes
into force.

Test check of the records maintained in zone I revealed that none of the
dealers except one dealer'* declared stock position as on above cited date.
Further, there was no database for uploading the stock position of the dealers
for future reference.

The department stated (November 2009) that the audit observation was noted
for future guidance.

| 4.13.15 Non-operation of TINXSYS

The empowered committee of State Finance Ministers had authorised a
website tinxsys.com to serve as a repository of inter-state trade transactions.

No data relating to dealers was uploaded on the site during the period from
2005-06 to 2007-08. Non-uploading of information in the site defeated the
objective of creation of the website.

The department stated (November 2009) that lack of preparedness for the
transitional process from Sales Tax to VAT system, non-operation of
TINXSYS had been noted and corrective measures were being initiated.

| 4.13.16  Non-levy of penalty

4.13.16.1 Under Section 29 (3) of the Act, if a registered dealer fails to
pay the amount of tax due and the interest along with the return, penalty at the
rate of 2 per cent per month on the tax due and interest is also leviable from
the date it became due to the date of its payment or to the date of order of
assessment, whichever is earlier.

Test check of the assessment records maintained by Headquarters zone
revealed that two dealers were defaulters in payment of tax due amounting to
Rs. 151.12 lakh along with the relevant returns for the period from 2005-06 to
2007-08. The penalty of Rs. 45.64 lakh though leviable was not levied.

After this was pointed out, the Commissioner of Taxes stated (November
2009) that necessary steps for realisation of both the tax and penalty would be
initiated.

4.13.16.2 Section 58 of the VAT Act provides that if the gross turnover
of a dealer, in any year exceeds Rs. 20 lakh or any other amount as fixed by
the Commissioner, such dealer’s account shall be audited by the Chartered

'* By trade name M/s Jaipur Medical Hall (TIN-1411017522), a dealer in medicine, drugs efc.
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Accountant within six months from the end of the relevant year and the dealer
shall furnish a copy of the cert1ﬁcate of the audit of accounts in Form ‘25’ to.
. the tax authority by the end of the month after expiry of the six months failing
which the Comm1ss1oner shall impose on the dealer a sum, by vvay of penalty,‘
equal to 0.1 per cent of the turnover

Test check of the records ma1ntamed 1n e1ght zones'® revealed that the
turnover of each of the 28 reg1stered dealers exceeded Rs. 20 lakh during
72005 -06 to 2007-08 but none of these dealers submitted the cert1ﬁcate of the :
audit of accounts. Their assessments 1nvolv1ng taxable turnover of Rs. 166.58
. crore were finalised (between July 2006 and February 2009) without i 1mposmg .
the penalty of Rs 16.66 lakh. : ‘

The department stated (November 2009) that the penalty at. the rate. 0:1 per
cent was being realised from the dealers who farled to submlt certlficates of
‘Audit of Accounts '

4 13.16.3 Sect1on 66 of the VAT Act provrdes for estabhshment of the .
. check gates to prevent leakage/avoidance ¢ of revenue. As per section 66 (2) (2), '
" the driver or person in ‘charge of vehicle or carrier of goods in movement shall
carry with him the records of the goods and declaratlon Form ‘27" indicating
the details relating to. movement of goods by the consignor of the goods
~ carried; failirig which a penalty equal to the amount 'of 5 times'of the tax shall
be leviable on such goods or 20 per cem‘ of the’ value of goods wh1chever is
R hlgher : : R o -

‘Test check of the records hke “the da1ly goods movement reglster (ST—48)
~ and “detailed statement of trucks carrying ‘goods” maintained by the Jiribam
~ check gate revealed that during the period from November 2005 to February
2006" ten reglstered dealers/26 truck- owners. 1mported/transported various
goods’ worth Rs. 1.65 crore- from outside the State ‘without valid-declaration
~ Form ‘27’ involving VAT of Rs. 11.51 lakh1 “The’dealers were liable to pay
’the penalty of Rs 57 57 lakh16 whlch was not 1mposed by the AAs

Aud1t also notrced that the check gate at Kangpokp1 (Sekmal) was abohshed in
March 2006. Similar movement of goods ‘without vahd declarat1on Forms by
the dealers along the NH 39 could not be ruled out

The department stated (November 2009) that a check post at Mao and a
temporary check post at Senapati were proposed to be constructed. The check
posts at Jiribam and Moreh would also be strengthened fully computerised
and entry and exit of goods would be momtored However the reply was'
s11ent about the non—levy of penalty ‘ IR

B Headquarters L 11, 1IL, 1V, V, VI and-VIIL.
16 Rs. 11,51,360. The penalty@Stlmes oftax due 1sRs 57 56, 800
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[ 4.13.17  Suppression of sales turnover

Test check of the assessment records maintained in two zones disclosed that
two dealers declared their taxable sales turnover as Rs. 58.37 lakh instead of
the actual taxable turnover Rs. 242.45 lakh for the period ending December
2006 to December 2008 thereby concealing the sales turnover of Rs. 184.08
lakh with tax effect of Rs. 8.02 lakh. The AAs, incorrectly accepted the self
assessment (April 2007 to January 2009) of dealers. Penalty to the extent of
Rs. 16.04 lakh was also leviable.

The department stated (November 2009) that one dealer'’ had furnished
documents relating to sales turnover for the period December 2006 to
September 2007. However no such record was produced to audit. In respect
of another dealer'® the department stated that a show cause notice has been
served for levy of additional tax along with penalty.

| 4.13.18  Suppression of purchase turnover

Test check of the assessment records maintained in eight zones revealed that
the AAs while finalising the assessment (December 2005 to November 2008)
of thirteen dealers for the period ending September 2005 to September 2008
accounted for the purchase turnover and value of stock transfer of goods
amounting to Rs. 31.65 crore as against the actual value of Rs. 38.93 crore as
disclosed by the utilisation statements of statutory Forms ‘F’, ‘C’, ‘27’ and
ST-35 issued to the selling dealers and the records maintained at the check
gate of Kangpokpi (Camp: Sekmai) thereby concealing the purchase turnover
etc. of Rs. 7.28 crore. Failure on the part of the AAs to detect the suppression
of the purchase turnover resulted in evasion of tax of Rs. 63.51 lakh and non-
levy of penalty of Rs. 1.27 crore.

Further, another dealer' (not yet assessed) depicted the value of goods
imported as Rs. 59.23 lakh instead of the actual value of Rs. 75.79 lakh
thereby suppressing the purchase turnover amounting to Rs. 16.56 lakh with
tax effect of Rs. 0.66 lakh. The penalty leviable on the additional tax of
Rs. 0.66 lakh worked out to Rs. 1.33 lakh.

The department stated (November 2009) that the three dealers had furnished
the documents relating to purchase turnover for the relevant period and that
notices had been served to the 10 dealers® to furnish the necessary documents.
The reply of the Department regarding receipt of the relevant documents
relating to purchase turnover could not, however, be substantiated as the
department could not produce the related documents (December 2009).

"7 By trade name M/s Steel Trading Corporation (14510015182).

' By trade name M/s Baani Sales & Services (14110020124).

' By trade name M/s Ericsson India Private Limited (1401115376) under jurisdiction of

Headquarters Zone, a dealer in telecommunication parts etc.

? By trade names M/s Manipur Steel Mart (14310010175), M/s Ganeshlal Bagri & Co
(14210056123), M/s R. K. Steel (1471001193), M/s Kulabidhu Singh (14710021102), M/s
Zingsho Enterprise (14510012152), M/s D.K. Enterprises (14410114175), M/s Belgium
Glass Corner (14610057144), M/s New Calcutta Hardware Store (14110083172), M/s
Golden Enterprises (14610056134) & M/s Kim-Joe Gas Service (14910010143).
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As per the Gchrnmen’t of Manipur, Finance Department OM dated 20 March
2006 and 13 July 2007, VAT at the rate of 5.6% of the amount of the bills of .
the contractors dealers shall be deducted at source.

- Test check of the Tecords of 'PWD, Manipui* revea‘léd‘ that VAT of Rs 24.08 |
lakh (5.6% of Rs. 4.30 crore) was required to be deducted at the source from

- the bill of a contractor dealer’’ as on March 2009. The division deducted =

VAT pf Rs. 7.87 lakh only from the bill. This resulted in short deduction of -
VAT of Rs. 16.21 lakh. The dealer had not filed return for the quarter ending

March 2009. The department had at no.time asked the dealer to submit the

returns.. Thus, lack of action on the part of department resulted in. non- -
realisation of Rs. 16.21 lakh. — ' ER S o

_ After,thisv was pointed out, fhe'department‘ stated‘ (Novembef 2009) that the -
Chief Engineer, PWD, ‘Manipur was requested to furnish the details of tax
deducted from the contractor. Further reply has not been received (October
2009). - ' I N L o

Section 17 of the VAT Act provides thiat no input tax credit claim shall ‘be
allowed to a registered dealer where tax invoice is ¢ither not available or has
not been issued by the selling dealer.  ** SR R

Test check of the assessment records’ maintained by three zones revealed that
the ‘AA while finalising the assessments” (April 2006 and-January 2009) of
three dealers” for the period from September 2005 to December 2008 allowed
input tax credit of Rs. 22.01 lakh despite the fact that these claims were not

supported by the tax invoices of the selling dealers. This resulted in short levy
of VAT of Rs. 2201 lakh. ~ =~ =~ o o

The review revealed that there was ineffective implementation of the
_ provisions of the _VAT Act and the Rules. Instead of widening the tax base it
was noticed that 78 per cent of the dealers registered under the repealed Act
could not be brought under the purview of the VAT Act: Though a‘large
number of dealers were defaulters in’payment of tax ‘due ‘thereby attracting
interést and- penal ‘provisions-of the Act, the relevant ‘provisions were not
implemented  promptly leading to non-levy of tax and penalty. No . internal -
audit' was. conducted during the years “2005-2008. The department had no
separate internal audit wing and the Director of Local Fund Audit, Manipur

21 By trade name M/s Simplex Projebt Ltd., Kolkata (14010280175 —Hqtr), a dealer it works
“contract. - . ; C ' R
2 By trade names M/s Parash Agency (14110003148 - 1), a dealer in milk powder, cdible oil
- etc:Rs. 5.03 lakh; M/s J. K. Steel (14310616158 - 11I), a dealer in G.C, Sheet efc: Rs. 11.06
lakh; M/s Bhagchand Kailashchand (14210037127 - II), .a dealer in Safety matches,

mosquito coil, cosmetic, soap efc: Rs. 5.92 lakh.
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who had conducted the audit of the accounts of the department for the perlod
from February 2004 to May 2006 had not submitted any report. The
department was, therefore unaware’ of the malfunctioning -and other
weaknesses. : : :

~_ Failure of the Department to make the TINXSYS operatlonal closmg of the.

check -gate along the National Highway 39 and making the dealers submit to
the tax authorities, the details of the goods imported with value thereof, which
was not insisted upon, made the assessment finalised under Section 34(3)
tainted with concealment of purchase turnover and evasion of tax.

The Government may
.

prescribe a trme limit within which all Pre- VAT dealers llable to be
registered under the VAT Act will be brought within the: amb1t of the -

VAT Ac;

prescribe normytarget for each Inspector Assistant Commissioner or
for any other authority regardlng the number of surveys to be
conducted durmg a year; :

direct the department to prepare a manual for- effectlve admrnlstratlon

_‘of the VAT Act and the rules made thereunder and- for mamtalmng
.data of dubrous/nsky and bogus dealers; : :

put in place a system. for perlodlcal scrutmy of the books of the
accounts. of -the dealers under the threshold limit to. ensure their

R regrstratlon under the: Act;

.revise the ,f_ormat of the returns for providing necessary information

like opening and closing stock of goods held by the dealers, discount
allowed and tax collected, detarls of treasury challan and detalls of the'
selling dealers erc; S

put in place a mechanism to enable the department to monltor ﬁhng of
. returns by each reglstered dealer; and - A : :

strengthen its internal controls and puttmg in place a separate mternal
aud1t wing for the department
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" The Department of Transport, Government of Manipur - (Department) is
entrusted with the responsibility of implementing ‘the *yarious “ provisions
relating to assessment, levy and collection of taxes, fees, permits and fines on
motor vehicles undér the provisions of the Motor Vchicle Act (1988) (the ‘Act)
and Central Motor Vehicles Rules (1989) (the Rules); Manipur Motor vehicles.

Taxation Act 1998; Manipur Passenger and Goods Taxation Rules 1979 and
othier such notifications issued from time to time. A major function performed

by {he department is the registration of vehicles and issue of driving licence.

B Manipur ElectrbﬁiCs Development Corporati:o.xl;4 Ltd, a"Stéte PSU. )
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The_Department of Road Transport and Highways (DRTH), Government of
India instructed' (January 2001) all the states to adopt a standardised data
. format and software for front end and back end applications for the purpose of
. issuing driving licence and registration of motor vehicles and maintaining their -
database so that a National Register of motor vehicle and driving licence could
be -prepared. The DRTH directive envisages faster and better services,
transparency, momtorrng of state revenue and modernisation of RTOs through
computerisation and interlinking thereby malntalmng a State Register of motor
vehicle and dr1v1ng licences also. :

DTO, Imphal West was selected as a pllot site of Mampur Transport
Department for computerisation of vehicle registration activity in February -
2002. Accordingly, the standardised software VAHAN and .SARATHI
developed by National Informatics Center (NIC), New Delhi was taken up for
implementation from December 2003 onwards at DTO, Imphal West District.
Computer hardware were installed in DTO Imphal East District in 2006 and
also i in four other DTOs in 200724 -

‘ The system also provided for a Smart Card with a micro processor chip of

"minimum 4K bytes to be introduced using standardised and uniform format
for certificate of- reglstratron of motor vehicles and driving licences, wherein
data would be tamper proof and leakage of revenue would be prevented and
the cards are readable throughout the country by using Hand Held Terminals
f (HHT) The Smart Card became operational from November 2008 ’

The VAHAN package was developed on Wlndows operatlng system using
Visual Basic 6.0 for the front end application program and SQL server 7.0 for
- the back end data base. The software automates management of information

" relatingto the vehicle registration, identity of its owner and technical details of

- the vehicles, tax, fitness, permit and their corresponding vahd1ty, authorrsatlon :
j 1nclud1ng 1nterstate -aspects and insurance detalls

~ An IT review on computensatron of the Transport Department was conducted
' which revealed a number of system and compliance deﬁ01en01es These are
: mentloned in the succeeding paragraphs ‘

The Director of Transport is the head of the Department under the
administrative control of the Commissioner of Transport. He is assisted by two
Deputy Directors (Administration and Planning). The activities for
- computerisation of ‘the Department is executed by the “Chief Information
‘ Technology Officer (CITO) under the Deputy Director (Planning) in
* consultation ‘with the NIC, Mampur The Deputy Dlrector (Admmrstratlon)
- controls the six dlstrrct transport officers of the State.

’ CITO coordinates and looks after the work of computerlsa‘uon in the varrous
: ‘Dlstrlct Transport Offices in consultatlon with the NIC, Manipur.

% Thoubal, Bishnupur, Churachandpur and Kangpokpi.
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- The obj ectives of the IT Audit were - to ascertain whether

> the project ‘was commissioned w1th1n a reasonable t1me frame _:, :
the data captured were accurate and comprehens1ve '
adequate controls are in place,

‘the Department has in- -house techmcal expertlse to run the system and

VVV-V

- the Department has been able to effect1vely apply the software for
management of registration of vehlcles real1sat1on of fees/road tax and
issue of dr1v1ng lrcence

The scope of the review of IT Audit included the audit of the system
implementation and examination-. of ‘controls in ‘selected operational
applications viz: registration of vehicles and its allied activities, collection of
taxes and fines and issue of driving licence for the period from 2003 to May -
2009. DTO, Imphal West district where the software ie. VAHAN and

SARATHI has been implemented was selected for detarled audit exarn1nat1on ‘

Indian Audlt and Accounts Department acknowledges the co- operatlon of the
Transport Department in prov1d1ng the necessary 1nformat1on and records for
“-audit. An entry conference was held with: the Departrnent in February 2009 to
explain the audit objectives and scope of this review. The draft review was
forwarded to the Government and the Department on 1 October 2009. An exit
conference was held on 3 October 2009 in which the results of audit and the ~
recommendations were discussed with the Commissioner of Transport. The
replles received durmg the exit conference and- at other pomts of t1me have '
been approprrately 1ncluded in the respectlve paragraphs

1Aud1t scrutmy revealed that no IT Strategrc Plan/pohcy and planmng were in
place Only DTO Imphal West has implemented the software on a partial basis
since December 2003. The other five DTOs are still. functlomng manually

~ despite the availability of trained manpower and necessary equipments up to

" the date of audit-(July 2009), resulting i 1n non—ut1hsat1on of the resources-as
shown in the following table: :
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Details of installed hardware and present status

Type of Date of :

Name of DTO R Number installition Present status
10, including DL and RCs of vehicles

Imphal West Desktop e December 2003 are being issued.
Imphal East Desktop | 4, including server | September 2006
Thoubal Desktop | 4, %nclud!ng server | July 2007 Installed facilities not
Churachandpur | Desktop | 4, including server | August 2007 beine utilised
Bishnupur Desktop | 3, including server | September 2007 &
Kangpokpi Desktop | 3, including server | October 2007

Further, six generator sets (2.4 KVA each) were provided to the six DTOs in
2007.

Details of training in VAHAN and SARATHI

Number of R
DTO peFsons HE Heldin
Imphal West 21 Nov-Dec 2003
Imphal East 3
Churachandpur 2 i
Thoubal .
Bishnupur 2 2006
Kangpokpi 2

This is indicative of poor planning for implementation of the IT programmes
and the Department should formulate an IT Plan which will provide necessary
direction for its timely implementation at the other targeted DTOs.

The department admitted that no strategic plan/policy was in place and stated
that though computerisation was started in all five DTOs in 2006, the
computerised functioning was stopped for sometime due to local problems like
space constraint and lack of regular power supply. The problems are being
addressed through shifting of DTO, Imphal East to bigger premises and
generator sets have been provided to each DTO. However, DTO Bishnupur is
still functioning manually. Interlinking of servers of all the DTO is not yet
started.

Audit pointed out that even after providing the generator sets to each DTO in
2007, the other five DTOs were still functioning manually in most of their
registration activities. As a result, investment to the tune of Rs. 10.51 lakh® in
terms of hardware and software is lying unutilised.

4.14.6.2 Partial utilisation of VAHAN in DTO Imphal West

VAHAN software has registration/renewal of vehicles, taxation, fitness, and
enforcement modules available. These are for both private and commercial
vehicles, through the use of Smart Cards, implying that the data be stored by
the States in a server at a central location, thus creating a State Register of
Vehicles.

In DTO Imphal West, registration of light motor vehicles, three wheelers and
two wheelers only are computerised. Registration of heavy transport vehicles,

 Rs. 7.07 lakh for Desktop and Rs. 3.4 lakh for Generator set.
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taxation relating to commercial and heavy transport vehicles and information
-relating to permit and its vahdrty including interstate permits, enforcement etc.
have not yet been started through VAHAN, even after five years of its
implementation. The present arrangement is for the computerised database to.
be maintained in separate servers for each DTO as 1nfrastructure has not yet
been developed for 1nter11nk1ng the databases. : '

| Consequently, each DTO 'remams unaware of the database being maintained
in the other DTOs and as a result the department failed to achieve the:
objectlve of maintaining a State Reglster of Motor Vehicles.

The Department admitted that the taxation module avarlable under VAHAN
could not be made fully operational as taxation is a State subject and
developing common software is difficult. '][‘he Department also admitted that
Smart Card for transport vehicles has not been issued as the quarterly/half
yearly payment of taxes would require frequent updation of the Smart Card.
- The matter is under consideration with the NIC headquarters, New Delhi. . -

Audit noticed that the software did not provide adéquate validation checks to
ensure conformity with the applicable rules and regulations of the Government
regardlng reglstratlon of the vehlcles as 1ndrcated below :

Chassis numbers and engine numbers are unique identification marks of a
vehicle which are essential for its registration under the provisions of the Act
and Rules.. Moreover, registration number is the identification of a vehicle.
Rule 48 provides that on receipt of an application under Rule 47 and after
verification of the documents furnished therewith, the registering authority
shall subject to-the provisions of Section 44 of the Act, issue to the owner of
- the motor Vehlcle a certrﬁcate of" reglstratlon in form 23 :

Analys1s of the database revealed that out of 35 250 regrstered vehicles there
were 17 sets of repeated chassis numbers 1nvolv1ng 48 records. The level of -

- repet1t1on tanged from two to five.  Further’ analysrs ‘of the “database -

VT @WNER2 (35 250 records) revealed ‘that four. records - 1nvolv1ng fout
~ owners regrstered under different reglstratron numbers had the same chassis
and engme numbers in two records each as shown ih Appendix 4.1.

2% Vi‘_’OWNER- ‘T»abliev containing details of the vehicle owners
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Similarly, there were 69 sets of repeated engine numbers involving 156
records. The level of repetition ranged from two to five. Out of the 156
records, 69 vehicles had repeated (two to three times) engine numbers but
different owner and different registration numbers. Further 63 records had no
engine numbers.

Cross verification of the data available in the system with the “combined”
register further revealed that 28 vehicles under different registration numbers
and 27 different owners were registered under 14 pairs of engine numbers and
under different chassis numbers. However, a pair of vehicles with the same
engine number differed in their chassis numbers either in alpha ‘I” with
numeric ‘1’ or alpha ‘O’ with numeric ‘0’ as shown in Appendix 4.2. This
indicated lack of validation control in the system to ensure uniqueness of
engine/chassis/ registration numbers. Such a system flaw could lead to a risk
of stolen vehicles being registered under engine/chassis/registration number
other than their own. The department needs to investigate the matter in depth
to rule out such irregularities.

The Department stated in the exit conference that all the discrepancies noticed
by audit will be scrutinised with original records and appropriate remedial
action will be taken under intimation to audit.

4.14.7.4 Vehicles with lapsed registration

As per the Act and Rules, a certificate of registration in respect of a motor
vehicle, other than a transport vehicle, is valid only for a period of 15 years
from the date of issue of such certificate. No vehicle can be used in any public
place until its certificate of registration is renewed. An application for renewal
of a certificate of registration shall be made to the registering authority, in
Form 25 not more than sixty days before the date of its expiry, accompanied
by the appropriate fee. If the owner fails to make an application within the
prescribed period, the registering authority may, having regard to the
circumstances of the case require the owner to pay, in lieu of any action that
may be taken against him, such amount not exceeding rupees one hundred.

Analysis of the database revealed that as on 31 December 2008, registration
certificates in respect of 750 non-transport vehicles had expired. Neither had
the registration certificate of the vehicles been renewed nor had they
surrendered their registration certificate. As such, renewal fee for registration
of Rs. 79,160 and a maximum fine of Rs. 75,000%® for non-renewal of
registration of the vehicle is realisable. The number of vehicles and the
amount of registration fee and fine, however, stand qualified to the extent of
the correctness of the data.

The Department stated that all the discrepancies noticed by audit will be
scrutinised with the original records and appropriate remedial action will be
taken under intimation to audit.

#7270 Scooter/moped (@ Rs. 60), 236 motor cycle (@ Rs. 60), 96 LMV (car) (@ Rs. 200), 79
LMYV (van) (@ Rs. 200) and 69 LMV (jeep/gypsy) (@ Rs. 200).
** 750 vehicles @ Rs. 100.
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As per the Act, a certificate of registration in respect of a motor vehicle, other
than'a transport vehicle, is valid only for a penod of 15 years from the date of
1ssue of such certlﬁcate ‘ '

Analysrs of the database revealed that there was 1nadequate val1datron control
in the system to check validity of the reglstratron period in the database, as the - '

validity of the certificate of registration was more than 15 years in respect of o

13 vehicles registered since July 2002.

The. Department while admitting the audit‘ﬁndmgs stated that the data mlght:
have been entered as backlog entry and it will be verified from the records as.
~ to why it was so entered - 3 g

As per Rule 47, Form 20 has been prescrrbed for reglstratlon of the vehicles |
which contains information of the vehicles in 34 ﬁelds The ¢ VAHAN’ package“
prov1des for capture of all the 1nformat10n :

Analy51s of the database VT OFWVER (35 250 records) however revealed,
~ that the data capture was partral even in the mandatory fields l1ke father’s
name, engme number address, maker model elc. (Appendzx 4.3).

" The Department admitted that full information was not captured properly as
the. data was entered through backend to capture the backlo g portlon :

The ‘road tax is charged in case of transport vehicles depending on their
‘seating- capacity; wrong data of seating capacity would have adverse impact on
. the tax assessment. Analy31s indicated that the seating capacity in some cases

has been incorrectly entered as shown in Appendzx 4 4. ’l‘hese show the lack
of vahdatron control T -

' ’Smce the functlon relatmg to permit is still bemg managed manually by the
: ’department there is no immediate impact. However, these data errors need to
be réctified in order to ensure system readiness for sw1tch1ng over to
computerised apphcatlon :

" The 'Department admitted that it .might be due to clerical error. NIC also stated
that'the issue of seating capac1ty to be provided in the software was under
'exammatlon

According to Section 146 of the Act, no person shall use; except as passenger
or cause or allow any other person to use, a motor vehicle in a public place,
unless there is in force in relation to the use of the Vehlcle by that person or .
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that other person as the case may be, a pohcy of insurance complymg w1th the
requirements of the Act. :

-Audit observed that there was no validation check in the system to ensure that

at the time of registration of a vehicle, a valid insurance certificate/cover note
was in place. Analysis of the database (VT _OWNER joined with
VT WHINS”) revealed that out of 36,795 records only 105 records had
insurance cover note. Absence of a valid insurance certificate/cover note
number results in vehicle getting reglstered without paying the insurance
amount, a patently illegal act.

The Department stated that the audit findings will be checked from the
original records under intimation to audlt

In a single series, 9,999 vehicles i.e.. up to four d1g1ts can be awarded
registration numbers. These numbers should be awarded in a sequence to
monitor the year of reglstratlon of the Vehlcle. :

Analysis of database revealed that reglstratlon in a subsequent series was

started before the ongoing series was exhausted. The number of registration
numbers unutilised in the 22 series checked is as shown in Appendix 4.5. This
~ practice apart from indicating improper management of vehicle registration
also glves rise to the poss1b111ty of misuse of the unused numbers.

The Depaltment stated  in the exit conference that rules regarding issue of
" choice registration fumbers have been drafted -and will’ be 1mplemented after
obtammg approval of the Government

As per Section 5 of the Mahipur Motor- Vehicles' Taxation "Act 11998, tax
leviable shall be paid in advance in a one-time tax valid’ t111 the vehicle attains
the age of fifteen years at the prescribed rate.

Analys1s of the database revealed that out of 27,911 vehicles, the tax amount
was left blank in respect of 62 vehicles registered from- 2003 onwards. This
shows the lack of validation control in the system 'to ensure that the data '
relating to all the mandatory fields are entered. Accepting of blank ‘entry in
respect of an important mandatory field (tax) by the system in case of the new
registration needs a detalled examination as it may glve rlse to the risk of
'eva51on of tax.

The Department whlle admlttmg the observatlon stated that it w111 be verlﬁed
whether the data were deliberately entered as backlog or exempted vehicles.

* VI_VEHINS:- Table containing insurance details of vehicles,
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Under Sectlon 41 of Motor Vehlcles Act 1988 read wuh Rule 47 of the CMV
Rules 1989, an application for registration of a motor vehicle shall be made in -
Form 20 to the registering authority within a period of seven days from the
date of taking delivery of such vehicle, excluding the period of journey and as

per Rule 48, on receipt of an application under Rule 47 and after verification =

of the documents furnished therewith the registering authorrty shall issue to -
the owner of the motor 'vehicle a certificate. of regrstratlon within the period of
thirty days from the recerpt of such an application. .

If the owner falls to make an apphcatlon Wlthm the prescribed perlod ‘the
-regrsterlng authority may, having regard to the circumstances of the case, .
require the owner to pay, in lieu of any action that mady be taken against him -
under Section 177, such amount not exceeding one hundred rupees. Moreover, .
- the system has an inbuilt programme whereby fine is automatlcally imposed if
the vehicle is registered after 30 days of the date of purchase

Analysrs of the database (lVT ACCOUNTN ‘and - VT QWNER) however
‘revealed inconsistency in the’ imposition of fine. Out of 28,014 records, 6,255
vehicles were - registered -after more than 30 days of’ the date ‘of ‘purchase. -
Further, out of the 6,255 vehicles, fine was imposed “in respect 0f72,041
vehicles, but, fine was not 1mposed in respect of 4,214 vehicles reglstered after:
2003 onwards ie. after the 1ntroduct10n of computerlsatron 1n DTO ][mphal
WGSt : . . . . LT e

Such 1ncon51stency needs detalled exammatlon to ensure fair app11cat10n of the
prov1s1ons of the Rule/Act thereby resultmg in the reahsatlon of - the due

The Department'stated in the exit conference that all the discrepancies"noticed |
by audit will be scrutinised with original records and approprlate remedial -
action’ w111 be taken under 1nt1mat10n to audrt v .

Each entry for vehicle registration in*the ‘Smart. Card database should be
~ unique. Analysis of the database, however, revealed that there was repeated
entry 'of 207 registration numbers involving 441 records (rangmg between two
to six tlmes) ‘This shows lack of validation control to ensure unrqueness of the '
Smart Card of a particular vehicle, resultmg in redundancy of the data R

t Reglstratlon number is the 1dent1ﬁcat10n of a vehicle. Rule 48 of Central ‘
Motor Vehrcles Rules 1989 provides that on recerpt of an apphcatlon under .

o VT_ACCOUNT - Table contammgtransactrons of money like tax etc. .
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Rule 47 and after verlﬁcatlon of the documents furnished therew1th the
registering authority shall, subject to the provisions of Section 44, issue to the
owner of the,motor vehicle a certlﬁcate of registration in Form 23. -

Analvsis of the Smart Card ‘table in VAHAN database revealed that two
- different registration numbers were assrgned to the same vehicle i in three cases
- _’ 1nv01v1ng three vehlcles :

This shows lack Of adequate validation controls in the system to ensure that
only one umque registration number is assrgned to a vehicle.

NIC stated that. a different table should have been analysed, as this table
recorded intermediate transactions in the process of the issue of the smart card.
However audit was of the view that even if it was- intermediary in character, _
dlfferent reglstratlon numbers should not have been issued to the same vehicle.

As per Clause 4 of the -agreement entered into, between the. Government of
Manipur represented by the Commissioner of Transport and MANITRON on
- 15 April 2008 on the 1mp1ementat10n of Smart Card, ]MANITRON was to
provide . all - add1t10na1 -required machmes/equrpments/mampower : for
maintaining smooth operations of the Smart Card Project. The items of
equipment inter alia included Smart Card readers and ‘hand held terminals
(HHT)

- Test check however revealed that the HHTS whrch are essent1al for checklng
the Smart Cards had not been procured, even after seven months :of the
implementation of the Smart Card. The HHTs are necessary for the
enforcement of the Act and Rules and the Department Traffic and Police
personnel needs to be imparted proper and timely training for successful
1mplementat10n Moreover, without the HHT the authenticity/reliability of the -
smart cards could not be ascertained. The Department needs to pursue with
]\MNIT RON for early - procurement to ensure proper enforcement

The Department stated that the matter wrll be pursued W1th MANITRON

"The Smart  Card based driving licence .and -registration -certificate was
‘ 1mplemented w.e.f 2 November 2008 in DTO Imphal West. However, smart
- cards. for the issue of perrmts for the commer01a1 vehlcles have not been
_.1mplemented ' ' : ’ a

Analys1s of the database (Smart Card table) revealed that 2 763 Smart Cards |
had been issued from 5 November 2008 to' 30 May 2009 agalnst 4670
registration certificates issued dunng the same period. This shows 59 per cent

implementation through - the Smart” Card. This -shows  that- ‘paper based -

registration certificates are still being issued in addition to the Smart Card.
This shows lack of consistency in' thé implementation of Smart Card, thus
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defeating the objective of mamtammg a uniform tamper proof format of .
'RCs/permits readable throughout the country T ;

The Department wh1le admitting the observatlon stated that both paper and
. smart-cards were used as there was no- specrﬁc instruction that only smart
_cards should be used. However; audit was of the view that it did not serve the -
objective of ma_mtammg a uniform format readable throughout the country.

Audit noticed that the software did not provrde adequate valldatron checks to‘
" ensure conforrmty 'with-applicable rules and regulatlons of the Government
regardmg 1ssue of the hcences The observat1ons are as follows: -

Learners hcence and dr1v1ng licence are umque for each person As per Rule
10. of the Central Motor Vehicles Rules, 1989 an apphcatlon for the grant ofa’
leatner’s licence shall be made in Form 2 accompanled by the necessary
documents and as per Rule. 13 ‘every learner’s hcence 1ssued by the licensing
: authorlty shall be in ]Form 3 ~ :

Analy51s of the database revealed that out of a total of 1,794 records in the
" learner’s license table; 616 learner’s Jicence numbers were entered repeatedly
involving 1,754 records. ThlS indicated lack of validation control in the system
to ensure uniqueness of learner s licence numbers by rejectmg 1dent1cal
entrles :

| - The Department stated that a Wwritten reply will’ be furmshed The reply is,
however awalted (December 2009)

_As per Rule 15 of the Central Motor Vehrcles Rules, 1989 1o person shall
appear for the test of competence to drive unless he has held a learner’s
hcence for a perlod of at least thirty days '

: Analysrs of the database revealed that ﬁve drlvmg hcences were issued before
the expiry of thirty days of the issue of learner’s licence, the- perlod rangmg
from ‘three to fourteen days. This- indicates weakness of the system to ensure
adequate check in the proper 1mplementat10n of the provisions of the relevant
Act/Rules. x
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4.14.10 Management information system

An important feature of a computerised system is the possibility of readily
generating the required information from it, for better management decisions.
However, audit observed that though the system had the relevant information
(vehicles with: lapsed registration, expired tax validity erc.) the department
never made use of it in its enforcement activities.

4.14.11 General controls

General controls create an environment in which the application systems and
application controls operate e.g, IT policies, standards and guidelines
pertaining to IT security and information protection. The observations on the
adequacy of general controls are mentioned below:

4.14.11.1  Change management procedure

SARATHI software had not yet incorporated the additional fields in respect of
place of birth and declaration of citizenship status as provided for by the
Central Motor Vehicles (Amendment) Rules, 2007 vide notification no GSR
276(E) dated 10 April 2007. The same changes had not yet been incorporated
in Form 2 (application for Learner’s Licence) and -Form 4 (application for
Driving Licence).

Minor modifications were carried out to the software by NIC, Manipur from
time to time as and when requested by the department. The
changes/modifications as carried out had, however, not been documented. This
resulted in the complete absence of trail to ascertain whether the changes
sought for and carried out had been approved.

NIC stated that they maintain log of all the changes made on the software and
the NIC Headquarters did not disclose the source code, but the Department
admitted that they did not maintain any documented records of the changes
made on the system.

4.14.11.2  Logical access control -

Logical access controls are aimed at protecting computer resources (data,
programs and terminals) against unauthorised access attempts, amendment or
deletion to ensure that:

» users have only the access needed to perform their duties,

» access to very sensitive resources is limited to very few individuals and

» employees are restricted from performing incompatible functions or
functions beyond their responsibility.

It was observed that although each and every operator had different user ID
and password, the operators shared their password with each other and in case
of one person who had been transferred, the user ID and password was being
retained. Also, no documented password policy specifying the need to change

98




hapter—I V: Revenue Recezpts

< -the password periodically was framed and circulated. There was no restriction
.. of logon. attempts to prevent access by the unauthorised users. As such the

system - was - exposed to the risk of unauthorised access, amendments or
~deletion and consequent losses. - ’

‘Environment controls are aimed at ensuring that the assets of the project are
-not putto risk due to fire/water damage, power cuts, failure of equipment due
to temperature or humidity extremes efc. This requires that risk assessment
and preventlve measures be undertaken prior to implementing the pro_u ect.

, Durlng audlt it was seen that the department had neither undertaken any risk
assessment nor had put any preventive measures like ‘offSite - storage,  fire
detection equipment and fire extmgulshers dlsaster management plans, efc. in
; place before puttmg the system 1n use.

- The Department may undertake I‘ISk assessment and take approprrate measures -
to protect the data and equlpments from vatious environimental nsks

- Busmess contmu1ty plan is necessary for recovermg key busmess processes in
. the event of dlsaster The Ob_] ectlve 1s to reduce downtlme and mlmmrse loss to
busmess R S R : : -

' Scrutrny of the Vehrcle registration system revealed that the department has no -
~ methodology of backing-up data. The department stated that the NIC regularly
took back-up and stored the data at NIC, Manipur. However, no‘records were

. maintained by the department to indicate the date (s) on ‘which the mock trials

‘ to ensure that back-up are taken regularly by the NIC

 were conducted ‘There ‘was no provision-for. off-site’ storage’ of the back-up
data. The’ department also has no formal arrangement with the NIC, Manlpur

The Department may - consider having a. proper back up and regular testing
mechanlsm to ensure the backups are in a working condrtlon

In view of the inadequacy of the controls pointed out above, it is important to
- put in- place security’ practices to protect its assets and data to ensure. '
conﬁdent1ahty, intégrity and availability of the system that stores and process
.. the data: The department has, however not yet framed its IT securlty pohcy

"Involvement of semor management in 1mplementatlon of the pIOJeCt was

found to be deﬁ01ent There has been” over reliance on’ the-NIC for system
maintenance,; administration and back-up. There is no monitoring of data entry -
" as has been evidenced by large number of incorrect/improbable data. There is
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also duphc1ty in the fee collection and depos1t in the treasury Over and above
the computer generated receipt, TR 5 is being made against each receipt for
.~ departmental accounting and deposit as the Government revenue.

- system 3

After the implementation of registration through VAHAN, the DTO Imphal
. West has been able to provide better and faster service to the public in the case
- of renewal as data can be accessed instantaneously. There has been better .
maragement of data and less- storage . space. However, ‘the actual impact
achieved by the Department due to computerisation cannot be- assessed as the
computerisation has not been made fully operational for all the modules.

- There has been inordinate delay in commissioning the project. The system is
_ operatlonal in one DTO only, even though all necessary equipment, software
~ and trammg of personnel had been provided for all the DTOs. Even after a
‘lapse of more than five years from the date of installation (DTO Imphal West),
all the modules are not yet operatlonal and some of the applications are being
done manually. There is lack of inzhouse expertise for,runmng the system as =
there is over reliance on NIC for system maintenance, administration and
backup. Involvement of top level management in the system. 1mplementat10n
was inadequate. Lack of adequate | supervision has resulted i in erroneous data .
capture thereby resulting in- data redundancy. The department has not
implemented the practice of extracting useful information from the system
regarding defaulters and has thus falled to explo1t the full potential of the

The. Government should consider

_j_>" settmg a fixed time frame for different stages of the computerlsatlon
~and ensurmg early completlon of the pro; ect; : :

> maintenance of a well documented change management procedure for

’ ensuring transparency and effective internal controls. The Department
‘should maintain documents regardmg approved changes/modlﬁcatlons -
made to the system; : - :

> strengthemng the vahdatlon control (duphcate eng1ne/cha551s number)

- at the time of data capture and also establishing links- with the
State/National Crime Record Bureau to pre empt the scope for"
reglstratlon of stolen/lost vehlcles . -

> data 1ntegr1ty should be periodlcally checked and data -capturc should
fbe complete

> generatmn of MIS to be utilised for revenue collection and better
enforcement of the Act and Rules; and
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> ~drawing up: an ][T securlty policy w1th adequate documentatlon wrth a
- credible threat assessment mechanism and disaster recovery and
, busmess cont1nu1ty plan for hamessmg optlmum output from thet ‘

' ‘system

| The matter was reported to. the Govemment (August 2009) Therr reply is'
awarted (December 2009) I : : -
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'Professional tax amounting to Rs. 43.23 lakh including Rs. 26 lakh which
‘had remained unrealised for more than three years was not reaﬂrsed from
‘the Prmcrpaﬁ Ofﬁcers '

'As per Section 7 of the Manipur Professions, Trades, Callings and
'Employment Taxation Act, 1981, every principal officer or employer
.registered or ‘person. enrolled under the Act shall submit to the assessing .
‘authority a return of professmnal tax in such form and within such tlme as may
be prescribed. '

‘Further, under Section 9 of the Act ibid, if income of any person has ‘not been
‘assessed or has been under assessed for any financial year, the Commissioner
-of Taxation Department {Assessing Authority (AA)} may, at any time within
three years, serve the assessee a notice and proceed to assess or re-assess his
‘income for assessing the actual prbfessional tax payable by him.

: Test check of the records (F ebruary - March 2009) of the Station Director, All
India Radio (AIR), Imphal and the Station Director, Doordarshan Kendra,
(DDK), Imphal revealed that the concerned pr1n01pa1 officers had not paid
‘professional tax amounting to Rs. 43.23 lakh®' due for the -period "from
2001-02 to 2008-09." However, no notice was -served - ‘by the ‘AA-to the
principal officers to assess their income and realisé the tax despite the fact that
‘out of this amount, Rs 26 lakh had remalned unreahsed for more than three
years o R .

‘The matter was repOrted to the Taxation Department/Government in June
2009. The department admitted the fact and stated- (December 2009) "that
Rs. 0.97 lakh had been recovered S0 far and efforts for recovery of the
remammg amount had been 1n1t1ated '

31

Rs. 21.68 lakh (AIR) and Rs 21.55 lakh (DDK), of which Rs. 13.12 lakh (AIR) and
Rs. 12.88 lakh (DDK) was more than three years.
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‘Professional tax amounting to Rs. 24.95 lakh was not realised from 2,495 |
permit holders of goods vehicles, trucks and three Wheeﬂer’s by the
Department ' - :

Under the provisions of the Manipur Professrons Trades Callings and '
Employment Taxation Act, 1981, the Government appointed (October 2000)
_ District Transport Officer (DTO) posted in. districts as additional taxation

_officers for collection of professional tax.in their administrative jurisdiction.
Person(s) holding permit(s) for taxies, goods vehicles; trucks, buses and three
‘wheelers were required to pay the professional tax at the rate of Rs. 1,000 per
annum from 1 January 2001

Test check of the records (Apnl 2008)-of the- ]Drrector of Transport and the
DTO, Brshnupur revealed that 2,495 permits were issued/renewed during
2005-08 in respect of various vehicles but professional tax amounting- to
‘Rs. 24. 95°2 Jakh was not collected from the permrt holders of these vehicles as
shown below:

"Trucks &'Goeds vehlcles R R e
Bus : ' L. 430 |- 447
Taxi - 473 - |- 530 .

-Three Wheeler

VT rucks
Three wheelers

_After th1s was pornted out in audit, the DTO Brshnupur stated (Oetober 2008)
_ that professional tax could not be collected as the permit holders did not come
forward to pay the tax due, inspite of wide publicity for its timely payment.
Demand notices were also stated to have been served to the concerned permit
holders to clear the professional tax due- -against them. Progress on reahsatlon
- of the tax due has not been recerved (May 2009)

The matter was reported to the Government (June July 2008) their reply has
not been received (December 2009)

329,495 X 1,000 =24,95,000 Say Rs. 24.95 lakh.
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'HOME DEPARTMENT

417 Non-realisation of cost of armed guards from banks

The department failed to realise Rs. 73.50 lakh towards charges for
deployment of security guards in various banks

The Government of Manipur issued orders, from time to time, prescribing the
rates of cost of armed guard for deployment of Police/Manipur Rifles/CRPF
for bank security from time to time. The concerned banks were required to
deposit the charges in the treasury and submit a copy of the challan to the
Director General of Police (DGP) within the 10" day of the succeeding month.
The DGP was responsible for monitoring regular deposit of such charges. In
case of default for three consecutive months or more, the DGP shall withdraw
the security from the defaulting bank. Restoration of security guards will be
considered only after clearance of all outstanding charges plus penalty
equivalent to the arrear amount.

Test check of the records (January 2009) of the office of the DGP Manipur
revealed that the armed guard charges amounting to Rs. 73.50 lakh for security
guards deployed for periods ranging from 7 months to 17 years to 11 branches
of six banks™ were not paid by the concerned banks. Of this, Rs. 29.45 lakh
was pending for more than five years. Though the charges were not paid, the
security guards were continued to be deployed in these defaulting
banks/branches. There was nothing on record to indicate that the security
guards were at any time withdrawn. Thus, revenue amounting to Rs. 73.50
lakh was not realised.

After this was pointed out the department intimated (December 2009) that
Rs. 4.90 lakh out of Rs 17.13 lakh had been recovered from three®* banks.
Report on recovery of the remaining amount and that due from other banks
has not been received (October 2009).

The matter was referred to the Government (July 2009); their reply has not
been received (December 2009).

= (1) State Bank of India at Canchipur (2) to (6) Imphal Urban Co-operative Bank at M.G Avenue,
Lamlong, Paona bazaar, B.T. Road and Singjamei (7) to (8) United Bank of India at Ukhrul and
Tamenglong (9) Manipur women co-operative Bank, Imphal (10) Manipur Rural Bank, Keishampat
and (11) Manipur State Co-Operative Bank, Imphal.

* (1) Imphal Urban Co-operative Bank at M.G Avenue (2) United Bank of India, Tamenglong and
Manipur State Co-Operative Bank, Imphal.
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" industries (load dbove 50 KW) withy

After th;slwas pomted om m audm the dnvnswnaﬂ @ﬁ'ﬁcer smted (Jnﬂy :

" self cheque between March 2007 and January 2008, by a former executive. o

not;be kept.apart from the aecounts of the Govemmem S

Test ‘cheek off the records (Septemb' (2@08) oﬁ' the eeutwe Engmeerd :
(EE), Kangpokpn Electrical Division revealﬂed that fthe Garnson Engmeer,_ .
- 869 — Engine, Leimakhong (Consumer No L- 12), had’ pand energy and

demand charges, amounting to Rs. 1560 Eakh vnde tWo cheques dated - -

Fanuary 2007 and November 2007, The detanis of remittance of the said
revenue mcludmg copies. of the reﬂe‘vant chaﬂans were nott on record. This -

\ amoum was neither taken into the eash b@Ok nor aeeonnted for in the

mnnthﬂy accounts of the dwnsnon

sﬁ)ecvweﬁy an _eneashed for nnofﬁcnaﬁ purposes m plecemeaﬂ basis by

engineer who reﬁm‘ed on 28 Febmary 2008. As such the amount was

neither depﬁeted in the cash book nor was it depicted in the m@nthﬁy—'_.,
accounts. Thus, Governmem revenue amounting to Rs. 15.60 lakh has =

E)een misappropriated. The police and - other action taken by the

depm‘tmem against the persons responmsible for the criminal act of

mnsappmprmtmn and efforts made t@ recover the amoum were n@ft
mtﬁmated to audit (December 2009). : \

The matter was referred to the Government (July 2009), {heir reply has
“not been n‘ecenved (December 2009).

Apphcatwn of mcorrecﬁ: rate of bnﬂmg n‘esuﬂted in shm‘t levy of electrncnty-‘

B eharges of Rs 39.67 lakh_

As per. Mampur Electrlclty Supply (Amendment) Regulahons 2002 energy
charge for bulk consumer (load above 10 KW) without meter shall be levied at
a flat rate of Rs. 458.50 per KW of the contract demand per month. In the case
of medium. mdustrles (load above 10, KW but less than’ 50°'KW) and large
ut meter monthly energy charges shall be
- Rs, 342 .and Rs:399 per KW of... _,contract demand respectwely Consumers
VVlth meter, however shall be bllled as per meter reading subJect to .a
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minimum prescribed amount>". In all these cases, an additional demand charge
shall be levied at the rate of Rs. 74 per KW on 60 per cent of the contract
demand per month.

Test check of the records of the Executive Engineer (EE), Churachandpur
Electricity Division, (August 2008), EE, Bishnupur Electricity Division and
EE, Kangpokpi Division (November 2008) revealed that the six bulk
consumers were not provided meters while in one industrial unit®® meter was
not in working condition. Thus, the consumers were liable to pay energy
charges at flat rates and demand charges as per the Regulation ibid, which
amounted to Rs. 1.04 crore. However, the department levied energy charges
either at the minimum rate applicable to power connection with meter or at a
rate lesser than the minimum rate. Demand charges were also worked out
incorrectly. The revenue realised due to adoption of incorrect rates of energy
charges and demand charges was Rs. 64.34 lakh, resulting in short realisation
of revenue of Rs. 39.67 lakh.

After this was pointed out, the EE, Bishnupur Division stated (November
2008) that revised bills would be served to the consumers and the position of
recovery of electricity charges short levied would be furnished to audit.
However, position of revenue realisation as per revised bill has not been
intimated (December 2009).

The matter was pointed out (May-June 2009) to the Government. While the
Government stated (July 2009) that revised bill amounting to Rs. 36.57 lakh
had been served to the consumers of Kangpokpi Division, no reply in respect
of Churachandpur Division has been furnished (December 2009).

35

Rs. 273 (Bulk consumers), Rs. 204 (medium industries) and Rs. 235 (large industries) per
KW of contract demand per month.
* The unit was medium industry up to December 2005 and thereafter a large industry.
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CHAPTER YV

GOVERNMENT COMMERCIAL AND TRADING ACTIVITIES

5.1 Overview of Government Companies and Statutory Corporations

Introduction

5.1.1 The State Public Sector Undertakings (PSUs) consist of State
Government Companies and Statutory Corporations. The State PSUs are
established to carry out activities of commercial nature while keeping in view
the welfare of people. In Manipur, the State PSUs occupy an insignificant
place in the state economy. The State PSUs registered a turnover of Rs. 9.25
crore' for 2008-09 as per their latest finalised accounts as of September 2009.
This turnover was equal to 0.15 per cent of State Gross Domestic Product
(GDP) for 2008-09. The State PSUs incurred an aggregate loss of Rs (.22
crore during 2008-09 as per their latest finalised accounts.

5.1.2 As on 31 March 2009, there were fourteen PSUs as given below.
None of the companies were listed on the stock exchange(s).

Type of PSUs Working PSUs | Non-working PSUs” | Total
Government Companies 8 6 14
Statutory Corporations Nil Nil Nil

Total : 8 6 14

‘Audit Mandate

5.1.3 Audit of Government companies is governed by Section 619 of the
Companies Act, 1956. According to Section 617, a Government company is
one in which not less than 51 per cent of the paid up capital is held by
Government(s). A Government company includes a subsidiary of a
Government company. Further, a company in which not less than 51 per cent
of the paid up capital is held in any combination by Government(s),
Government companies and Corporations controlled by Government(s) is
treated as if it were a Government company (deemed Government company)
as per Section 619-B of the Companies Act.

5.1.4 The accounts of State Government companies (as defined in Section
617 of the Companies Act, 1956) are audited by Statutory Auditors, who are
appointed by CAG as per the provisions of Section 619(2) of the Companies
Act, 1956. These accounts are also subject to supplementary audit by CAG as
per the provisions of Section 619 of the Companies Act, 1956.

' Working plus Non-working PSUs
? Non-working PSUs are those which have ceased to carry on their operations.
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Investment in State PSUs

5.1.5 As on 31 March 2009, the investment (capital and long-term loans) in

fourteen PSUs was Rs. 99.92 crore as per details given below.
(Rs in crore)

Government Companies Statutory Corporations
Type of PSUs Long Term L Ter LR
P Capital | ~°"8 "€'™ | 1otal | Capital | ™8 "™ | Total | Total
Loans Loans
Working PSUs 29.34 13.74 | 43.08 - - - 43.08
SOy 51.08 576 | 56.84 . 2 - 56.84
Total 80.42 19.50 99.92 - - - 99.92

A summarised position of government investment in State PSUs is detailed in
Appendix 5.1.

As on 31 March 2009, of the total investment in State PSUs, 43.11 per cent
was in working PSUs and the remaining 56.89 per cent in non-working PSUs.
This total investment consisted of 80.48 per cent towards capital and 19.52
per cent in long-term loans.

5.1.6 The investment in various important sectors and percentage thereof at
the end of 31 March 2004 and 31 March 2009 are indicated below in the bar
chart.

70.00 1 (Rs in crore)
65.00 - (34.42) (35.73)

60.00 - ey

55.00 -
50.00 -
45.00 1
40.00 1
35.00 4
30.00 -
25.00 4
20.00 4

(50.01)

(20.73)

(19.60)

(9.12) (15.56)

(14.83)

15.00 -
10.00 -
5.00 -
0.00 -
2003-04 2008-09
B Agriculture O Finance B Manufacturing @ Misc l

(Figures in brackets show the percentage of total investment)

The decrease in total investment in 2008-09 was mainly due to decrease in
loans in Finance Sector and exclusion of one non-working company” and one
statutory corporation” (Misc. Sector) which have been liquidated.

: Manipur State Drugs & Pharmaceuticals Ltd
. Manipur State Road Transport Corporation.
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Budgetary outgo, grants/subsidies, guarantees and loans

5.1.7 There were no budgetary outgo towards equity, loans, grants/
subsidies, guarantees issued, loans written off, loans converted into equity and
interest waived during the year 2008-09 and guarantee committed at the end of
March 2009 in respect of State PSUs.

Reconciliation with Finance Accounts

5.1.8 The figures in respect of equity, loans and guarantees outstanding as
per records of State PSUs should agree with that of the figures appearing in
the Finance Accounts of the State. In case the figures do not agree, the
concerned PSUs and the Finance Department should carry out reconciliation
of differences. The position in this regard as at 31 March 2009 is stated
below.

(Rs. in crore)

Outstanding Amount as per Amount as per Difference
in respect of | Finance Accounts records of PSUs
Equity 84.16 75.04 9.12
Loan NA 19.50

5.1.9 Audit observed that the differences occurred in respect of 12 PSUs and
some of the differences were pending reconciliation for more than 18 years.
The matter has been taken up with the Administrative Department of
respective PSUs and the Managing Directors of PSUs periodically to reconcile
figures. The Government and the PSUs should take concrete steps to reconcile
the differences in a time-bound manner.

Performance of PSUs

5.1.10 The financial results of PSUs are detailed in Appendix 5.2. A ratio of
PSU turnover to State GDP shows the extent of PSU activities in the State
economy. Table below provides the details of working PSUs turnover and
State GDP for the period 2003-04 to 2008-09.

- (Rs. in crore)

~ Particulars 2003-04 | 2004-05 | 2005-06 | 2006-07 | 2007-08 | 2008-09
Turnover” 4.17 6.42 6.42 6.39 6.75 6.77
State GDP 4062 4024 4693 6501 5704 6344
Percentage of ‘

Tremover s Sas GOP 0.10 0.16 0.14 0.10 0.12 0.11

The turnover of working PSUs increased from Rs. 4.17 crore in 2003-04 to Rs.
6.77 crore in 2008-09. The percentage of turnover to State GDP increased
from 0.10 in 2003-04 to 0.16 in 2004-05 and again declined to 0.11 in 2008-09
as the increase in turnover did not commensurate with the growth in State
GDP.

5 Turnover as per the latest finalised accounts as of 30 September.
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5.1.11 Profit earned by State working PSUs during 2004-05 to 2008-09 is
given below in a bar chart.

42 = (Rs in crore)
L (7 (7 (8) @)
0.8 -
0.6 - (8)
0.4
ki B
-0 4
-0.2 -H
-0.4 4
0.6 -
2003-04 2004-05 2005-06 2006-07 2007-08 2008-09

Overall Profit Bl earned / Los! incurred during year by working PSUs

(Figures in brackets show the number of working PSUs in respective years)

During the year 2008-09, out of eight working PSUs, three PSUs earned
combined profit of Rs. 1.35 crore® and three PSUs incurred combined loss of
Rs. 0.54 crore’. Two working PSUs have not started commercial activities.
The major contributors to profit were Manipur Industrial Development
Corporation Ltd. (Rs 1.00 crore) and Manipur Police Housing Corporation
Ltd. (Rs 0.24 crore). The loss was incurred by Manipur Handloom &
Handicrafts Development Corporation Ltd. (Rs 0.52 crore).

5.1.12 The losses of PSUs are mainly attributable to deficiencies in financial
management, planning, inefficient running of their operations and lack of
proper monitoring. A review of three latest Audit Reports of CAG shows that
the State PSUs incurred losses to the tune of Rs. 2.85 crore and infructuous
investment of Rs. 0.19 crore which were controllable with better management.
Year wise details from Audit Reports are stated below.

(Rs. in crore)

Particulars 2006-07 2007-08 2008-09 Total
Net Loss ° 1.35 1.43 0.22 3.00
Controllable losses as per 229 0.56 Nil 785
CAG's Audit Report ; 3 )
Infructuous Investment 0.19 | Nil Nil 0.19

5.1.13 The above losses pointed out by Audit Reports of CAG are based on
test check of records of PSUs. The actual controllable losses would be much
more. The above table shows that with better management, the losses can be
minimised. The PSUs can discharge their role efficiently only if they are
financially self-reliant. The above situation points towards a need for
professionalism and accountability in the functioning of PSUs.

8 as per the latest finalised accounts as of 30 September 2009.
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| Empléyed Ber cent) CoN N NLp 283 282) 266

4| Debt: 23923 | 3894 23437 7 26779 .. 3091 | . 19.50
Tumover : 417 M6.4~2 642 . 639 ﬁ;,_.6.75; 677
=2 Debt/: Turnover Ratlo ..94] .6.07 1 535 . 419 458 | 2.88
{-Accumulated losses . 4.86 5.00 5.55 | 717 717 522

Mbove 1 gures pertam to all PSUs except for tumover wluclx is for worktng PSUs)

“As per latest ﬁnahsed accounts of e1ght workrng compames the capltal B

employed worked out to Rs. 26. 27 crore and, total return thereon amounted to

) Rs.-1.71 crore in 2008-09 as compared to capltal employed of Rs. 19 94 crore o
C 'and total return on capltal employed of Rs l 54 crore in 2003 04 A

| ”5 1. 15 The State ‘Government has not formulated (September 2009) any : ‘-

d1v1dend pohcy

5.1.16 The investment in’ workmg PSUs " and. their'j:"turnove'r’:;"'together

turnover

u Mampur Industrial: lDevelopment

~ -aggregated to Rs. 49.85 crore during 2008-09. Out of elght working PSUs, the -
+ -following. four. PSUs accounted for individual investment plus. turnover of
.. more: than five ‘per cent of aggregate investment plus furnover.

These four
PSUs . together accounted for® 95 95 per cent of aggregate 1nvestment plus

268 21

Corporat1on Ltd,

Corporation Ltd.. 1 N 1,8',64 , 2132 4 2'_77
.| Manipur Handloom & Handrcrafts- R P Y -
- _,Development Corporat1on Ltd. ) _513'26‘ B __',_0‘09‘ _ 1__3'_3.5 26.78

Manipur Electronics Development,_ o 3 76 1342

Corporation Ltd. :

Manipur Food Industrres

5.1.17 The eight workrng Compames had arrears of accounts ranglng between :
10 to 26 years as of September 2009 The reasons for delay in’ ﬁnahzatlon of .

'.accounts are attnbutable to:

7 Tumover of workmg PSUs as per the latest ﬁnahsed accounts as of 30 September of

respectlve years

> Lack of requlred control over the compames by Government
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- -» - Abnormal delayin. compilation/approvalof the'accounts’ and delayed‘
submlssron of the same to the Statutory Aud1tors by the an gement

5. l 18 The proﬁt of the elght workmg compames has risen in past threey years '
from Rs. 0.77. crore in 2005-06 to:Rs. 0.81 crore in 2008-09. Srmrlarly, the -
- turnover  too has; risen from Rs. 6.42 crore to Rs. 6.77 crore during this
_ fper1od However, the return on capltal employed has declmed from 9.02 per
" cent 10-6.52 per cent. - ' S '

Some of the major audit ﬁndmgs of past ﬁve years for above PSUs are stated
m the succeedlng paragraphs : o '

19 Deficienties in pl

Manipur Cement Ltd.

Non-initiation of any action to dispOse/safeguardassets resulted in loss of
plants, machineries, building and 1nventor1es valued at Rs 56 47 lakh. (Paza
7.16 ofAudzt Report 2007-08). - -

Manrpur Industrial Development Corporatnon Ltd

' The company advance loan of Rs 19.50 lakh (September 2006) to a subsrdlary
Company undcr hquldatlon (smce January 2003) (Para 7.1 6 of Audn‘ Report
- 2006-07): . .

- Manipur Endustrial'Develo,pment.Corporation Ltd...

v" The company incurred a loss of Rs 24.18 lakh due-to delay in payment'
‘ of outstanding dues of Subsrdrary Company (Para 7 16 of Audlt
~ Report 2000 -07). -

v The company pa1d a contractor an advance of Rs 21 in
violation of specific provision of the Work order (Para _7 dit
: Report 2007-08). L

Mampm Tribal chelopment Cor poratxon Ltd.

Suspected mlsappropuatlon of Rs. 70 lakh due to non adjustmcnt of advance _
drawn for repalr and renovation of office burldmg (Para 7.1 4 of Audzt Report

200708

: Mampur Film Development Corporation Ltd

Work on a theatre complex, on which the company had already mcurred an
expenditure of Rs.51.03 lakh, remained suspended for over 10 years
(September 2005) (Para 7.15 of Audit Repm t 2006—07) ' '

1
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Manﬁpur_Handﬁoom & Handierafts Deveﬂopment.cwporatﬁonﬁ Ltd.

" Fund meant for two schemes (Voluntary Retirement Scheme and Projeet‘

Package Scheme) amounting to Rs. 30.21 lakh was ‘utilised for -organizing .
National Level Handlcrafts Fair (Craft Bazars) (Para 7.18 of Audzt Report
2007-08) '

Mampur Tnbaﬂ Deveﬁopment Corporatnon Ltd. -

The company did not deposit Sales Tax/VAT amountmg to Rs. 45.36 lakh
deducted from the bllls of contractors. (Para 7 15 of Audit Report 2007 08).

5.1.23 The above details indicate that the State PSUs are not functioning
efﬁ01ent1y and there is tremendous scope for improvement in their overall
performance. . They need to imbibe greater degree of professmnahsm to ensure
delivery of their products and-services efficiently and profitably. The State

Government should introduce a performance based system of accountablhty
for PSUs.

5.1.24 The accounts of the companies for every financial year are required to
be finalised within six months from the end of the relevant financial year
under: Sections 166; 210, 230, 619 and 619-B of the. Companies Act, 1956.
The table below provides ‘the details of progress made by workmg PSUs in
ﬁnahsat1on of accounts by September 2009

Number of Working PSUs ] 8
9. Number of accounts ﬁnahsed L AT R 5 |
: | during the year- o : T N
3. | Number of accounts in arrears 95 - 101 117 123 129
4. | Average arrears per PSU (3/1) 13.57 14.42 14.62 1537 16.12
5 I\umbe1 of Workmg PSUs 7 7 8 g g
~ | with arrears in accounts . SR ' _
S LT 81022 91023 10to24 | 10to25 | 10to 26
6. | Extent of arrears , .
- years years years years years

The'reasons for delay ih ﬁnalization of acCounts are attributabl'e to

D Lack of requlred control over the compames by Government

> Abnormal delay in compﬂatlon/approval of the accounts and delayed
- submission of the same-to the Statutory Aud1tors by the: management .
and .

> " Delay in adoption of accounts in Annual General Meeting,
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5.1.25 In addition to above, there were also arrears in finalisation of accounts
by non-working PSUs. Six non-working PSUs had arrears of accounts for 12
to 25 years.

5.1.26 The State Government had invested Rs. 59.15 crore (Equity) in eleven
PSUs during the years for which accounts have not been finalised as detailed
in Appendix 5.3. In the absence of accounts and their subsequent audit, it
cannot be ensured whether the investments and expenditure incurred have
been properly accounted for and the purpose for which the amount was
invested has been achieved or not and thus Government’s investment in such
PSUs remain outside the scrutiny of the State Legislature. Further, delay in
finalisation of accounts may also result in risk of fraud and leakage of public
money apart from violation of the provisions of the Companies Act, 1956.

5.1.27 The administrative departments have the responsibility to oversee the
activities of these entities and to ensure that the accounts are finalised and
adopted by these PSUs within the prescribed period. Though the concerned
administrative departments and officials of the Government were informed
every quarter by Audit of the arrears in finalisation of accounts, no remedial
measures were taken. As a result of this the net worth of these PSUs could not
be assessed in audit. The matter of arrears in accounts was also taken up with
the Chief Secretary/Finance Secretary to expedite the backlog of arrears in
accounts in a time bound manner.

5.1.28 In view of above state of arrears, it is recommended that:

» The Government may set up a cell to oversee the clearance of arrears
and set the targets for individual companies which would be monitored
by the cell.

» The Government may consider outsourcing the work relating to
preparation of accounts wherever the staff is inadequate or lacks
expertise.

Winding up of non-working PSUs

5.1.29 There were six non-working Government companies as on 31 March
2009. None of these PSUs have commenced liquidation process. The numbers
of non-working PSUs at the end of each year during past five ycars are given
below.

Particulars 2004-05 | 2005-06 | 2006-07 | 2007-08 | 2008-09
No. of non-working companies 8 8 7 7 6
No. of non-working corporations ¥’ ] - - -
Total 9 9 1! i 6

The non-working PSUs are required to be closed down as their existence is not
going to serve any purpose. Although closing instructions have been issued in
respect of six non-working PSUs but liquidation process has not yet started.

$ Manipur State Road Transport Corporation
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- 5,130 The process of voluntary winding up under the Companies Act is much
- faster and needs to be-adopted vigorously. The Government may also consider - B
-setting up a cell to expedite closing down its non-working companies. - o

' 5.1.31 Two working companies’ forwarded their audited (two) accounts to -
AG during the year 2008-09. The audit reports of statutory auditors appointed
by CAG and the supplementary audit of CAG indicate that the. quahty of o
malntenance of accounts needs to be 1mproved substanttally ' ’

5.1. 32 Durmg the year, - the statutory auditors had given unqualnfied
certificates for two accounts and quahﬁed cert1ﬁcate for one account

5.1.33 Some of the 1mportant comments in. respect of accounts of compames
are stated below. :

Mampur Food Endustrnes Corporatnon Ltd

> The company d1d not 1mplement Provrdent Fund scheme

> No prov1s1on has been made for gratulty hab1hty
Mampur Film Development Corporation Ltd.

- » The company has deducted Sales Tax but the same was not deposited
- to Treasury :

> Prov1s1on for- leave . and pension contrrbutlon for employees on
: deputatron from Government of Mampur has not been made.

-5.1.34 The Statutory Aud1tors (Chartered Accountants) are requrred to furnish-
a detarled report upon various aspects including internal control/ internal audit
systems in the companies audited in accordance with the directions issued by
the CAG to them under Section 619(3)(a) of the Compames Act, 1956 and to
identify areas which needed improvement. An illustrative resume of major

comments made by the Statutory ‘Auditors on poss1b1e 1mp10vement in the -

internal audit/ interhal control’ system in respect of three companies' O for the
year 2007 08 and two compames ! for the year 2008- 09 are given below.

Mampur Food Industrles Corporatron Limited and Mampur Film Development Corporatlon
Limited. . o ,

1 Sr, No. A-1, B- 5 B-6 mAppend1x 5.2.

- 'Sr. No. A-5, B-4 in Appendix —5.2.
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r»,Absence ‘of .internal audit” system

1 'commensurate thh the- nature: and (.
o |Lsize -of busmess of the company” .

-2 | Non maintenance of cost record .

© | Non méintenance of proper records’|
;_#‘Vshowmg full partlculars including |
- 3 ' quantltatlve detalls srtuatlons
e of |

_ 'vldentlty ““number, - - date’-
vaUISl'[lOIIS depremated value Jof |-

= ﬁxed assets and thelr locations = .-

| d, E fMampur and. Mlzoram was s fortiied (J anuary 2005) under Sectlon 83(5) of ther- Al
: ~Electr101ty Act 2003, with the: ob]ectlve of ratlonahsatlon of electr1c1ty tariff;
: 'adV1s1ng in- matters relatmg to - electr1c1ty'-~:generatlon, transm1ssron and;,

- ?dlstrlbu‘uon in the States and lssue of 11cence ’

-'S 1,37 Memorandum of Understandmg {(MoU) wasr ned 45
.- between the Union. Mmrstry of Power and the :State Government s .a joint

. commitment for 1mp1ementat1on of reforms programm" :
: id "trﬁed mllestones One “of - the - obJe_ . f eforms Was: to setup )
¢ rporatlon for generatron tra sm1ss1on and drstrlbutr nof electr1c1ty in the*
.| State by August 2004 and made fully funct1ona]l by July 2005 However State:
B ;,jGevernment although “has - formed I nipur tate Power

functional even after 12 years

5 1 38 The statu as on 30 September 2009 ,of revrews andg’ aragraphs on,». .
S _?PSUs that appeared in Audlt Reports and dlscussed“ y the Commlttee on-
. :Publlc Undertakmgs (COPU) isas under { : .

in power sector-with =

" De elopment Corporatlon L1m1ted) 1n March 1997 ‘but 1t was : not, made R




11995-96.. |
199697 . |-
~11997-08+ -« . -
~.11998-99 - :

;1999-2000
12000-01 . |
200102 |
“12002-03 - |
1200304 . |-
1 2004-05

. .'.:‘also 1nformed to the‘Chairperson of COPUm Novemb. 2008




. Audzt Report for the year ended 3 1 March 2009 o

| Nomn deposi‘t of VAT deducted from the bills of contractors — Rs. 66.77
lakh. o o

~ Government of Manipur, Finance Department issued (March 2006) Office
 Memorandum that Sales Tax/VAT at prescribed rate shall be deducted at
* source from the bills of suppliers/contractors and the tax so deducted shall be
" deposited within three days from the date of passing the bills for payment.

;,'Test check (February-March 2009) of the accounts of Manipur Industrial

Development Corporation Ltd. (Corporation) indicated that the Corporation

~deducted VAT from 147 bills of contractors amounting to Rs.66.77 lakh
. during the period from 2006-07 to 2007-08. The amount so deducted was

retained by the Corporation without depositing into Government account.

. Except for the fact of deduction recorded on the body of the contractor’s bills,

- no specific accountal was made in the books of accounts and the amount so
" deducted was subsumed in the cash balance of the Corporation. During audit
~ discussion (May 2009), the Corporation stated that the above stated amount
* will be remitted to Government account under.intimation to Audit. Progress on

' remrttance has not been recerved (December 2009)

: Thus retention of Government revenue amountlng to Rs 66. 77 lakh was

unauthorrsed and irregular.

The matter was referred to the Government/Corporatron (July 2009) their
'1 reply is awaited (December 2009)

- The shortfall pointed out above is  for events that had occurred in the

Corporation over a period of two financial years and is indicative of lax

control and monitoring mechanism. The Corporation should put in ‘place a
‘ monthly/quartelly return mechanism to be furnished to. the Management to
-watch the deduction/recovery of Governrnent revenue and thelr prompt

. remrttance into Government account
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Paragraphs on Outstanding Pam—oi-fﬁ.fif orations

[5.3 Opportunity to recover money ignored

Six Public Sector Undertakings (PSUs) did not either seize the
opportunity to recover their money or pursue the matters to their logical
end. As a result, recovery of money amounting to Rs. 1.75 crore remains
doubtful

A review of unsettled paras from Inspection Reports (IRs) pertaining to
periods up to 2003-04 showed that there were 26 paras in respect of six PSUs
involving a recovery of Rs. 1.75 crore. As per provisions of Para — 197
Chapter — 14 of Regulations on Audit and Accounts, 2007, the PSUs are
required to take remedial action within four weeks after receipt of IRs from
Audit. However, no effective action has been taken to take the matters to their
logical end i.e., to recover money from the concerned parties. As a result,
these PSUs have so far lost the opportunity to recover their money which
could have augmented their finances.

PSU wise details of paras and recovery amount are given below. The list of
individual paras is given in Appendix 5.4

T Amount for
iy Name of PSU 1:;’1,:: Recovery

(Rs in crore)
1 | Manipur Industrial Development Corporation Ltd. 2 0.27
2 | Manipur Electronics Development Corporation Ltd. 5 0.36
3 | Manipur Tribal Development Corporation Ltd. 8 0.51
4 | Manipur Police Housing Corporation Ltd. 6 0.08
5 | Manipur Food Industries Corporation Ltd. 1 0.43
6 | Manipur Film Development Corporation Ltd. 4 0.10
Total £ 26 1.75

The paras mainly pertain t¢ recovery on account.of loans given to Industrial

units, sale proceeds of Company’s products and advance given to
contractors/suppliers.

Above cases point out the failure of respective PSU authorities to safeguard
their financial interests. Audit observations and their repeated follow up by
Audit, including bringing the pendency to the notice of the
Administrative/Finance Department and PSU Management periodically; have
not yielded the desired results in these cases.

The PSUs should initiate immediate steps to recover the money and complete
the exercise in a time bound manner.

The matter was referred to the Government/Corporations (August 2009).
Reply received (December 2009) has been reflected/incorporated in the

Appendix ibid.
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|54 Lack of remedial action on audit observation

Eight Public Sector Undertakings (PSUs) did not either take remedial
action or pursue the matters to their logical end in respect of 26
Inspection Reports (IRs) paras, resulting in foregoing the opportunity to
improve their functioning.

A review of unsettled paras from IRs pertaining to periods up to 2003-04
showed that there were 26 paras in respect of eight PSUs, which pointed out
deficiencies in the functioning of these PSUs. As per provisions of Para — 197
Chapter — 14 of Regulations on Audit and Accounts, 2007, the PSUs are
required to take remedial action within four weeks after receipt of IRs from
Audit. However, no effective action has been taken to take the matters to their
logical end i.e., to take remedial action to address these deficiencies. As a
result, these PSUs have so far lost the opportunity to improve their functioning
in this regard.

PSU wise details of paras are given below. The list of individual paras is given
in Appendix 5.5

] PSU name s e,
No . : S paras
1 | Manipur Tribal Development Corporation Ltd. 1=
2 | Manipur Police Housing Corporation Ltd. 3
3 | Manipur Film Development Corporation Ltd. 3
4 | Manipur Industrial Development Corporation Ltd. 2
5 | Manipur Food Industries Corporation Ltd. : A 1
6 | Manipur Handloom & Handicrafts Development Corporation Ltd. 1
7 | Manipur Electronics Development Corporation Ltd. 1
8 | Manipur Cycle Corporation Ltd. 1

Total Blsee s in 26

The paras mainly pertain to irregularities in implementation of various
schemes/projects, avoidable expenditure on purchases, non remittance of
Government revenue, diversion of funds erc.

Above cases point out the failure of respective PSU authorities to address the
specific deficiencies and ensure accountability of their staff. Audit
observations and their repeated follow up by Audit, including bringing the
pendency to the notice of the Administrative/Finance Department and PSU
Management periodically; have not yielded the desired results in these cases.
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Chapter - V: Government Commercial and Trading Activities

The PSUs should initiate immediate steps to take remedial action on these
paras and complete the exercise in a time bound manner.

The matter was referred to the Government/Corporations (August 2009). Their
reply where received (December 2009) is incorporated in the Appendix ibid.

Imphal (STEPHEN HONGRAY)
The Accountant General (Audit), Manipur
2 7 APR 2010 ’
Countersigned

2R

New Delhi (VINOD RAI)
The A Comptroller and Auditor General of India
30 APR 2000
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Appendices

Vehncﬁes with dnfferem registration numbers having

Appendix 4.1

(Referred to in Para: 4.14.7.3)

same chassis and engine mumbers

: (Reﬁ‘en’red to in Para: 4.14.7.3) ‘ .
Dupﬂncate engine number having chassis number differing enﬂner im

numeric “0”/alpha “O” or numeric “1”/alpha “I”

MNO6 | 13/03/2007 | Thiyam OkenSingh- | 1 . | HOM2 b Nrmiir0soM68469244 | JFOSES647830 | 03/03/2007
.S7823 ] . . -Activa | A : : .
MNO1 ' " Keithellakpam ' Honda o : ' ‘
Qus37 | 26932007 | Rl Dot || Aciva | MPATOSIMGSA6244 | JFOSESGATEI0 | 0910312007
MN06 11/10/2006 | Md. AzizKhan | 1 Honda- | . 14 1r085G48488733 | JFO8E0502703 | 05/10/2006
.S7566 . . — . Activa ) i : S
- MNO1 06/10/2004 | Lourembam Ibohal 1 Honda | \/m11r085G48488733 | JFO8E0502703 | 29/07/2004
M8636 - Singh Activa o S , .
Appendix 4.2

AS25B0997 | 06/12/1999 -I%Agt‘;‘gthangkh"mba 1962375 ST91IN368638 Maruti Van
MNOIW 4339 | 06/12/1999 | Naorem Ibomcha Singh | 1962375 ST911N368638 Maruti Van
| MNOIW 1158 | 24/03/2004 . - gﬁlagnhg’amN_‘tya“’ha“d 2667618 'SB3O8IN1918753 - - |-Maruti Car -
MNOIW 2704 | 24/03/2004 | Unregistered/Unofficial . _| 2667618 SB30SIN1918753 | Maruti Car
'MNOIW2806 | 15/09/2008 | Mr. Priyokumar Kh 475814TKUZPDO368 - 6002®5KUZPC6348 E gf’ Indica
MNIK0005 04/10/2008 .| Kulwant Singh Cheema | 475S147KUZPD0368 600205KUZPC6348 gtra Indica
MNO1K3237 03/01/2004 " | Y. Lalbabu Singh_ F$BIN2630060 - 'SB308IN1893568 %,’I[;‘I“g}%oo
MNOIK3243 | 08/01/2004 | Y. Lalbabu Singh F8BIN2630060 SB3081N1893568 I\I\/’f;“g)’éoo
MNOINO31T | 22/12/2005 | Ningthoujam Adhunika - | JFOSE0614229 | ME4JF085K48596211 | Honda Activa
MNOINO421 | 03/01/2005 | Dayar Loitangbam JFO8E0614229 ME4JFO85K48596211 | Honda Activa
MNOIR2404 | 24/05/2008 | Chingdinliu Kamei JFOSE5157252 ME4JF083M78125678 | Honda Activa
MNOIR2470 | 28/05/2008 | cAmayumRameshwar - ypogpsysysy ME4JFO83M78125678 | Honda Activa
| MNOIR2749 . - | 11/06/2008 ﬁzgg‘;‘:fgm Bimolchand JFO8E5355481 ME4JF083E88324143 | Honda Activa
'MNOIR3229 | 05/07/2008 | Kambam Mangi Singh JFOSES355481 MEAJF083E88324143 | Honda Activa_
MNOIN2791 | 06/05/2005 | Tonjam Rana Singh | JFOSES041998 'ME4JF087D58042420 | Honda Activa
MNOIN3238 | 07/06/2008 g;:x;:natpam Dipankar | rogEg041998 'ME4JF087D58042420 | Honda Activa;
MNOIN6686 | 07/11/2005 | Thiyam Deepa Devi _ JFOSE8187591 MEA4IF082K58009035. | Honda Activa
MNOIN6893 | 23/11/2005 - | Elangbam Nonibala Devi | JFO8E$187591 ME4JFO82K58009035 | Honda Activa
MNOIQ497I | 04/04/2007 | Maisanam Iboton Singh | JFOSE8282501 | ME41F082A68103650 | Honda Activa
MNOIQS8771 = | 14//11/2007 | Lairellakpam Kora Singh ~ | JF08E8282501 ME4JFO82A68103650 | Honda Activa
MNOIQOI29 | 28/06/2006 | Mr. Samir T | JF08E8449420 ME4JF082F68270575 | Honda Activa
MN01Q1601 | 22/08/2006 | Wangkhem Bino Devi | JFO8E8449420 ME4JF082F68270575 | Honda' Activa
MNOIQ3208 | 27/01/2007 | Athokpa Sarat Singh | JFOSE8547310 ME4JF082M68468602 | Honda Activa
MNO1Q4s31 | 28/02/2007- &ﬁ‘;ﬁgy“m_ Chaoba JFOSE8547310 ME4JFO82M68468602 | Honda Activa
MNO1Q60I9 | 22/06/2007 I;iiag‘;fb?m Tolpishak JFOSES854932 - ME4JF082E78676187 | Honda Activa
MNOIQ6102 | 28/06/2007 | Amom Sangita Devi JFO8E8854932 MEA4JFO82E78676187 | Honda Activa
MNO1Q8830. | 19/11/2007 | John Phaomei JFOSE8970800 MEA4JF082H78792018 | Honda Activa
MN01Q9080 | 04/12/2007 . | Leisangthem Raj Meetei | JFO8E8970800 ME4JFO82H78792018 | Honda Activa -

\v
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Appendix 4.3
(Referred to in Para: 4.14.7.6)
Number of records with blank records in various fields

1. Father’s name 20
2. Maker Model 628
3 Engine Number 99
4. Purchase date 6046
3 Sale Amount 20317
6. Address 1 101
Appendix 4.4
(Referred to in Para: 4.14.7.7)

Recordsvnth unusual seatm caacl e

Mamtl vanMahmdraBolero Alto Bajsg

1.

2. 796 2 Alto LXI

3. 550 1 Tata Spacio

4. 500 1 Blank maker model

3. 252 1 Honda pleasure

6. 214 1 Honda Activa

7. 150 2 Bajaj Pulsar, LML NV
Appendix 4.5

(Referred to in Para: 4.14.7.9)
Lack of contmulty in issue of reglstratlon numbers

iy MN-01 5496
2. MN-01E 8001
3. MN-01K 4394
4, MN-01M 1204
8 MNOI1-N - 4509
6. MN-01Q 3274
7. MN-01R 1335
8. MN-01W 5701
9. MN-04A 864
10. MN-04 B 1448
11. MN-06L 164
12. MN-06S 477
13. MN 1A 8277
14. MNIB 7050
15. MNIE i 4916
16. MNIH 7145
17. MN1J 8925
18. MNI1K 4262
19. MNIM 7151
20. MNE 6981
2. MNHI 9

32 MNIA 4100

124



Appendix - 5.1

companies and Statutory corporations)
(Referred to in paragraphs 5.1.5 & 5.1.6 )

Appendices

- ______ ___________________________________________________________________________________________________________________________ ]

Statement showing particulars of up to date paid-up capital, loans outstanding and Manpower as on 31 March 2009 in respect of Government

(Figures in column 5 (a) to 6 (c) are Rupees in lakh')

f £33 .

Mouth Paid-up Capital” Loans_ outstanding at the close of 2008-09 | Debtcquity | Manpower
sL Nameof the and year - ratio for (No. of
N Sector & Name of the Company De W of State Central State Central 2008-09 employees)

0. partm incorpo- | Govern- | Govern- | Others Total Govern- | Govern- | Others Total (Previous (as on
ration ment ment ment ment year) 31.3.2009)
(1) ) 3) ) 5(a) 5 (b) S(c) 5(d) 5(e) 6 (a) 6 (b) 6 (c) (7) (8)
A. Working Government Companies
FINANCE
1 Manipur Industrial Development Corpn. Ltd. IComr.ne'rcc & 6/1969 803.00 421.00 ) 1224.00 ) .| 64000 640.00 0.52.:1 )
ndustries (0.55:1)
2. Manipur Film Development Corpn. Ltd. Arts & Culture 5/1987 6.00 ) : 6.00 } ) } ) ) ;
Tribal Area
5 : Backward 0.13:1
3. | Manipur Tribal Development Corpn Ltd. C;’a‘:ss‘:s” 6/1979 77.50 - - 77.50 10.00 s 2 10.00 ©.13:1) -
Development.
Sector wise total 886.50 421.00 1307.50 10.00 - | 640.00 650.00 0.50:1 -
INFRASTRUCTURE
4. | Manipur Police Housing Corpn. Ltd. Home 4/1986 2.00 - - 2.00 - - - - - 118
Sector wise total 2.00 - - 2.00 - - - - - 118
MANUFACTURING
; : Commerce & 5.62:1
5. Manipur Food Industries Corpn. Ltd. Tkistiing 4/1987 97.66 - - 97.66 - 549.00 - 549.00 (5.62:1) 6
6. | Manipur Electronics Devclopment Corpn. Ltd. -do- 4/1987 376.35 - - 376.35 - - - - - 50
Sector wise total 474.01 - - 474.01 - | 549.00 - 549.00 1.16:1 56
POWER
7. | Manipur State Power Dev Corpn Ltd. Power 3/1997 - - - - - - - - - -
Sector wise total - - - - - B r B 5 =
MISCELLANEOUS
Manipur Handloom & Handicrafts Development | Commerce &
8. Corpn, Ltd. Indiiitiies 10/1976 1033.75 117.00 - 1150.75 - 175.38 - 175.38 20
Sectorwisetotal ; 103375 | 117.00 B L o RS O | B e v 20
T°'”t§*"*°‘°f*‘“"°f“°= CoverRmED! ¥ 239626 | 538.00 -| 203426 | 1000 | 72438 | 64000 | 137438 194

' Figures are taken in lakh due to nominal value of figures involved.
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T e e e e T T e e e S e T e T R i R EE e e e Con s e

K -
‘ﬁ;‘;"r Paid-up Capital” Loans outstanding at the close of 2008-09 ”::’:i;"f::_‘y M’('N“:“o"f“’
:" Sector & Name of the Company NDme oL hc of State Central State Central 2008-09 employees)
0. ; epartment Incorpo- | Govern- | Govern- | Others | Total Govern- | Govern- | Others | Total (Previous (as on
: ration ment ment ment ment : year) 31.3.2009)
1 (2) 3) ) 5(a) 5(b) 5(c) 5(d) 5(e) 6 (a) 6 (b) 6 (c) () (8)
B. Non working Government companies
AGRICULTURE & ALLIED
1. [ Manipur Agro Industries Corpn. Ltd. Agriculture 3/1981 354.78 . = 354.78 2 p - . = -
> Manipur Plantation Crops Corpn. Ltd. -do- 3/1981 1161.79 - - 1161.79 - - 3825 38.25 (000236 -
Sector wise total 1516.57 - - 1516.57 - -] 3825 38.25 0.03:1 -
Misc.
L ¥ Commerce &
3 Manipur Pulp & Allied Products It 10/1988 154.20 - - 154.20 - - - - - -
‘Sector wise total et 154.20 - - 154.20 - - - - - -
MANUFACTURING*
¢, | MeNpEsoR U Seaa s 5/1988 | 29134 - - 29134 . - - . - i
ndustries
-3 Manipur Cycle Corpn. Ltd. ~do- 6/1985 64.22 - - 64.22 - - - - -
6. Manipur Spmmnﬂdllls Corpn. Ltd. -do- 3/1974 3081.41 - B 308141 - 537. 47 0.17:1 4
| Sector wise fotal i 3436.97 - - 3436.97 - 53747 | 0.16:1 | 4
'l‘oul B (All sec nmrwiu non-worldng Govcrnment A e B et gt b gt e 111 I
Companies) 5107.74 S S04 - 7| s ot 4
Grand Total (A + BJ 7504.00 538.00 10.00 | 8042.00 - | 1950.10 0.24:1 198

There is no Section 619-B company

$ Paid-up capital includes share application money.

Loans outstanding at the close of 2007-08 represent long-term loans only.
a The audit in respect of ManipurState. Drugs & Pharmaceuticals Ltd has been entrusted to PDCA and MAB-II, Kolkota and is featuring in the Central Report. The detail in respect of the
same has hence not been included in this report.
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Appendix - 5.2
Summarised financial results of Government companies and Statutory corporations for the latest year for which accounts were finalised
(Referred to in paragraphs 5.1.1, 5.1.10, 5.1.11, 5.1.34)

A. W crent Compmi
FINANCE
Manipur Industrial 5 )
L | D e oan, L. | 199091 | 2008-09 (+)18998 | 8824 180 | (9994 | 26839 100648 | (+)18225 | 203042 18818 | 927
Manipur Film 2 R
2 | DevelopmentCopn .| 1999 | 2009-10 (+)3.69 s 446 | (907 5.08 : 6.00 () 6.66 4627| (o7
3, | MumipesTribal 198283 | 2004-05 +)3.53 x| @23 i
' ey s Tme | -] wbas| @izl 2omor] 0 X

4 Manipur Police Housing

ey b 1995-96 | 2003-04 (+)26.61 : 231 | (92430 96.78 . 2.00 (+)26.44 48.44 2430 | 016
Tor wise tof Y '
MANUFACTURING
5. | Manipur Food Industrics 1998-99 | 2009-10 . % i . . . 7839 % 46.72 . .
Corpn. Ltd. :

6 Manipur Eectmnlcs : . (H) 1119

- 269.28 (+) 61.90 37257

- Manipur State Power . : ~ R ~ i ; 3 R R : } ;
i Devel Ltd
MISCELLANEOUS

1987-88

: Non w et <
companies

(4932 -
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: Yearin DEEETobEikNLow () Percentage
Sl | Sector &Nameofthe | Periodof | which | EERCTY Depreas Nt | Koot | Raiaup | ARERR L capitt f RETRIR | Creturuen
No. Company Accounts ﬁm:llisc Tntercst s Interest tion P[roﬁt! Gomments® Capital Lotsi() employed® ahployed ;ll;:lta:d
Depreciation il el i
(1) 2) (3) 4) 5 (a) 5 (b) 5(c) 5(d) (6) (7 (8) (&) (10) (11) (12)
AGRICULTURE & ALLIED
Manipur Agro Industri
1. C;“P‘Il".“il d_g“’ MIES 1988-89 | 2005-06 (-)2.82 E 079 | ()3.61 19.02 2 3225 (-) 4545 (-) 18.07 (-)3.61 ;
Manipur Plantation
2 | Copis Corsn Eat 1983-84 | 2000-01 - 2 " % 2 51.15 5 60.00 . -
Sector wise total (-)2.82 - 0.79 (-) 3.61 19.02 - 83.40 (-) 45.45 41.93 (-) 3.61 -
MISCELLANEOUS
Manipur Pulp & Allied i : ] _ s A
2 | kacic 1994-95 | 2007-08 (+)2.20 1429 1041 | (92250 95.11 89.31 (-) 195.46 71.02 () 8.21
Sector wise total (H) 220 14.29 1041 | (2250 95.11 5 8931 () 195.46 71.02 (9821 E
MANUFACTURING *
4. | Manipur Cement Ltd. 1993-94 | 2009-10 (9 23.17 - 22.66 | (-)45.83 38.55 = 49.79 (9 234.17 168.06 | (-)45.83 =
5. m’“"“’ Cycle Corpn. 1996-97 | 2008-09 (-)6.34 : 118 | (732 230 - 59.26 (-) 69.56 () 0.32 ()7.52 -
6. | Manipur Spinning Mill 1985-86 | 2008-09 () 1328 9.64 - 0229 93.34 ; 36220 (2292 57724 | (91328 g
Corpn. Ltd.
Secto
e tl;tnl (-) 42.79 9.64 2384 | (7627 134.19 e 47125 (-) 326.65 74498 |  (-) 66.63 -
Total B (All sector wise non )
working Government (-) 43.41 23.93 35.04 10238 248.32 - 643.96 (-) 567.56 857.93 (-) 78.45 (-) 9.14
companies) i ‘ ‘
Grand Total (A + B) (+) 153.69 114.64 60.89 | (-)21.84 925.31 E 2127.11 (-)521.54 | 348479 | (+)92.80 2.66

Impact of accounts comments include the net impact of comments of Statutory Auditors and CAG and is denoted by (+) increase in profit/(-)decrease in losses.

Capital employed represents net fixed assets (including capital works-in-progress) plus working capital except in case of finance companies/ corporations where the capital employed is
worked out as a mean of aggregate of the opening and closing balances of paid up capital, free reserves, bonds, deposits and borrowings (including refinance).
Return on capital employed has been worked out by adding profit and interest charged to profit and loss account. _
a The audit in respect of Manipur State Drugs & Pharmaceuticals Ltd has been entrusted to PDCA and MAB-II, Kolkota and is featuring in the Central Report. The detail in respect of the
same has hence not been included in this report.

'F igures are taken in lakh due to nominal value of figures involved.
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Appendices

" Appendix-5.3
Statemem showmg Investment made by State Government
~ in PSUs whose accounts are in arrears
(Referred to in paragraph 5.1.26) -

! | Working
| R . | Companies.
= ' 1. Manipur ' : '
Industrial 6 ’ - o 1991-92 to
| Development. 19907,91 100648 21,7'—52 ) ST ) . 2004-05
Corporation Litd. | - : L
2. Manipur . . : , : , K . :
Electronics . ' : i L 1996-97 to
‘ - | Corporation Ltd. - - .
I ' 3. Manipur .+
| ' ' Handloom & - 7 , . :
Handicrafts | 1987-88 | 12000 103075 | - | - | . | 128881
. o . 2005-06 -
Development. v
Corporation Ltd. .
_ “| 4. Manipur Tribal . o ' : '
o | Development.  |1982-83 1.00| 7650 | - - ] lﬁgglggzm
| ' Corporation Ltd. ) ' ' »
5. Manipur Food o ' 1 ’
. . . : 1999-2000 to
Industries.. 1998-99 78.39 19.27 - - RN 2003-04.

Corporation Ltd

0N : ,
| Non-working _ .
| companies * B : . b
1. Manipur Cycle o a o | , 1997-98 to
Corporation Ltd, | 12267 9261 496 - |0 | 2002:03
2. Manipur Pulp & o : : :
Allied Products | 1994-95 | 8931 | 6489 | - | - | 19955600 -
Sanall I © . 2003-04
Lid N - | 4 ]
3. Manipur Agro . B : 1 < s
Industries | 1988-89 3225 | 32253 - . . 1323398 o
Corporation Ltd. » : v ‘
4. Manipur: - . . : B v \ ‘ )
Plantation Crops | 1983-84 | 5115 | 111064 | - A 1984-85 1o,
n 2001-02
Corporation Ltd. : _ )
| 5. Manipur N : ; ) . v .
| Spinning Mills 1985-86 | 36220 | 271921 - | - | 19868710
Mills , : 2 2003-04
Corporation Ltd. : :
6. Manipur Cement ‘ v T 1994-95 to |
o 1993-94 19.79 | 24155 “ ] | laoozes

T

* The audit in respect of Manipuf State Drugs. & Pharmaceuticals Ltd has been entrusted to
PDCA and MAB-II, Kolkota and is featuring in the Central Report. The detail in respect of
the same has hence not been included in this report :

! Flgures are taken in lakh due to nommal value of figures involved.
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Appendlm 5 4

anst oﬁ‘ ]palras nnvollwng Irecovery of money

(Referred to-in paragraph 3. 73)

- adJusted / total of adjustment, -

| Advange oustanding i | 799301 | 2299 | Norepi f PSU.
U agamst Engmeermg Cell 2T Ll oreplyrom tol.
,v ) [ N Lo N 'The balance adjustable
R Unadjusted advance o Py T | amount, ofRs 371 la.kh
o 2 agalnst Engmeermg Cell 4/,01,_'3(0% E 371 ) “will'be shown in next
: : : ‘audxt ' :

Outstandmg sale proceeds of TV
o sets ]

1. 41933095

"Rs 27.23 Iakh as shown. Fuﬂher,
. adjustment of. March 2002 seems

.| page of the cash book then. that
| made in June 2002

Legal proceedings are being: - | -
 taken,up. A sumn of Rs. 6,63, 799‘ RS
, is\lying as recoverable. : .

The whole amount has been fully

| shown was Rs 23.52 lakh and ot

to have been entered.on a Iatter

| Outstanding advance, .-

| 4/93-3/95-

"0;_04
| unadjusted. :

“The Company recovered Rs
°37,890 and Rs 43444s .

‘.Outstandingad"/ance’offees | 4933095 K|

200 |

The' Company quested to
* | refund the fee.

: adjusted adv anc ngen to
supphers '

4933095, |

065 |

-Rs.65;397.

Materials for'Rs. ,_67 7 15 was. ;
supplled leavmgr a balance of

- ‘Outstandmg sale proceeds ofTV

4/2000;3/"0"2}

#The Company collected Rs:
+17.78 1akh & outstanding due;
balance is Rs. 26:38 lakh

UnadJusted advance for purchase of cement - i /9'1,;3 /93' 8 Vde reply ’ from PSU."{ g
. - |-and:steel , . . S o - g7
9 ‘Non reahsatlon of: mterest on Loans o 12 49373/96 - W No ply from PSU~ CE
E ‘disbiirsed e RS ; B
3 | Non realisation of Loans — 4/96-3/99 No reply from PSU SRR g § ’
4 | Non realisation of hiring charge of Trucks . 4/96-3/99. - " No reply fromPSU |, B E B
© o [#Non employment of techmcal staff amount A : : —Z‘%TE
-5 ; . s 4/99 9/01 e ] No reply from PSU 558
‘Técoverable ) e i X8
*.6. | Non recovery of over due loan amount -"10/01 1/03‘ | 3 VNo reply from’ PSU % e
o 7. OutStandmg store. ‘matenals thh varlous L ‘_‘10 /01 1 703 No reply fre om PSU g_
;. 7.-| -authorities " - - e Ll s ) 8.
8 - | Undue financial a1d to contractors ' 10/01 1/03 E “No repl; from PSU : O
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1907191 .

' The‘amount could notbe -
Vrecovered for ‘want
'avallable amount

The contractor has- been

. dlrected to pay the

Outstanding advance
recoverable from ‘

| Advance is: outstandmg for‘,:- s
+| 'Rs.'1,65,955 only: Final. . -
,posmon wrll be mtrmated 5

Relevai t records are not

‘ readily‘available and the | -

same wrll be fumrshed to
Audit when traced

| w8001

| ‘The Railway Authority has-
‘| not yet acc'epfed‘the‘ claim.

- The Railway Authorlty ’
| has not yet ac epted the

‘ Processed for recovery

of amount from other .

|- ¢ Company, the amount

could not be recovered.

7191-3/96 |

realise the outstandmg
hlre charge. . .

Consultant fee' & non'.

- 4196:11/99 |

“deduction’of: delay. ﬁne »

| 496-11/99

|:No reply from PSU"

‘27/ 1 0/2007 and

o reply from PSU

- }hence the same’ co Id
ot be furnished :




Audlt Report for the year ended ‘31 March 2009

- without work -

Unfru tful e pend ture on mamtenance of staff )

4/91-3/93

¥ ‘No reply from PSU .

“: Delay in completlon of work

4933096

~No reply. from PSU |

493396 |

- No reply from PSU .|

|‘Disbursement of loan w1thout obtamlng APRs
.| Injudicious payment. : :

493396 |

No reply from PSU-. |-~ =

|Unadjusted TA’ advance

4933096 |

~No reply from PSU ".{+" .

" Suspected embezzlement of recovery of Loan 7!:::'

41963799 |

'| Diversion of Seed money towards repayment of_’ b

Toan -

“4096:3099 | - 45,

No. reply from PSU *
“No reply ﬁ'om PSU";’» '

: 4/96-3/99.

_ No reply, from PSU™

oloo| Q\l.'nj‘.:;wsg_:»— :

|"Non/ \remlttance of Sales Tax & Income Tax ¥
| Suspected embezzlement - - kB 3

TT499:9/01 |

[ No reply romPSU_|

Non'deposit/remittance of recovered loans

“other irregularities

‘10 :.10/01-17037 . 4,-No:reply-from PSU
1 Non reﬂectlon of Rs, 8.65 lakh m Cash Book &, 10 /01_1 /03

" (December 2009) © .

-|.Paythent of advancé against works

~10/01:1/03"

No reply from PSU7 e ‘

:|-Avoidable expenditure in the shape- of 1nteiest n

10/01:1/03"

: |- No: reply ﬁom PSU

. ‘Reply of the Corporation/Govt is awaited = |

. iIrregu]armes in: dlsbursemcnt of Loan on:

: ons,tru'c_t,io'n e

CsLms |- a0

bThe Board of Directors- |
S approved for: completlon
“of the work: w1th new:,
| ‘technology after .
-~ cancellation of earller
e contract SR

7| iNo reply from PSU

© o281

No reply from PSU.

" Deposits were-in-the particular- .
bank-due to. day—to day: operat10nal
‘;constrams of  the bank offering. - a7
‘higher. interest rate: / Since term ": o

1 deposzts are: held locked' up.with a~

day-to-day operattonal capactty
ave any:bearing on the ;

- *deposrts and hence the. PSUs A

contention is not justtf fable.”:

"charge of Bull o

"LossofRs 1.
'ilakh towards hlre

Dozer

18T

NoreplyfromPSU B

| The:bulldozer broké down and was-.| -
* |- off road- during the period for - .| .
| which Audit caléulated the hire S

charge:/ In the absence of Iog
al book o_ﬁ and proof/btll for repalr

(Al Amoiints in Rs. Laki) -

' bank for fixed. pertod of time, thetr 1 i




| T

- Avoidable liability on -

App endtces

- No répl y from - .Copy of chalklan for Rs 2.09 lakh

Or, amzatlon

1 :" -| penal interest due to non - 12/99-8/02- PSU furnlshed
‘ depositing of EPF dues - | - =~ : 1T
The. amount may bc treated as
v PR investment as the Corporatlon s
Poor performnnce ofthe, . |. L - 7| Theater Hall. constructed ata .
‘4| Corporation-business loss : zéaq | Noreply from + |"cost of Rs 3.15 crore is likely to
2| 1o the tunc of Rs. 65. B0 | 9/02-11/03 6538 1 psu” | be completed by end of March
lakh :  ~ 2009:/ Status of work on the .
theatre hall is not known . =~
L 1 | (December.2009)
-3 Pena1 interest to EPF '9/02_11703 - 2'94‘.‘4 No reply ﬁom" - -

, ‘ . tieo J
1 .| Suspected misappropriation | *11/97-6/99 | .~ 3.04 | The Company issued .| Rs 1.57 lakh recovered
: RRE _ : 7 | notice for legal action | -~ .-
| Failure of Joint Sector Project ' . ~ | The Company was _ : - _Ste;:is are takenjup tflor
- | ‘Manipur Vanaspati & Allied o 2100 *| declared sick & . ¥, .| Wincing up under the
"2 s << 11/97-6/99 *-| 1500.00 - provisiobns of Sick Industrlal
| Industries Ltd resultmg in wmdlng up order was
S - iven b BIFR ~ | Companies (Special -
088 &l Y . . | Provision)'Act 1985

“Loss of Rs. 3.35 lakh
on disposal of land

The amount could not bc reahsc as the
Bank where the amount was dep051ted
1s defunct

Admltted to dlvcrsmn of Rs
7.26 lakh from the rOJects

Unadjusted
- advance received
from customers

“Reply ‘of the .
Corporation/Govt is awalted
(Decembér 2009

The Company could adjust Rs.’
19,93,611-and Rs. 2,28,415 is -
‘lying unadjusted. .

Formation of an unfeasible & commercially

Loss of Gove nment money

11/99-2/04

non-viable Cycle Corporatlon and its closure-‘

Reply of the
Corporatlon/Govt is
“awaited (December 2009

‘No reply
from PSU

! ‘Figures are taken in lakhdue to nominal value 'Qf figures involved.
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' GLOSSARY OF ABBREVIATIONS

Acc‘eléfated Irrigatibn Benefits Programme.

[AIBP

'Accelerated Rural Water Supply Programme ARWSP
Action Taken Notes ATN
Administrative Approval AA
Agriculture Officer AQO .
Annual Action Plan AAP
. | Atomic Absorption Spectrophotometer "AAS
" | Central Reserve Police Force CRPF
Central Water Commission CwC
Chief Information Technology Officer CITO
Committee on Public Undertakings COPU
Communication and Capacity Development Unit CCDU
Department of Road Transport and Highways DRTH
Deputy Commissioner/ Sub-Deputy Commissioner | DC/SDC
Director General of Police - : DGP :
District Agriculture Plans DAP
District Training Officer ‘DTO
District Transport Officer DTO
Drawing and Disbursing Officer . |-DDO
Economic Development Programme EDP
| Executive Engineer: EE
| Expenditure Sanctions . | ES
Farmers Field Schools | FFS
Fully Covered FC .
| Galvanised Tron - GI
General Financial Rules GFR"
Geological Survey of India GSI
Government of India ' GOL
Gram Panchayat GP -
Grass Root Level Training GRLT
Gross State Domestic Product | GSDP
| Hand Held Terminals - HHT
High Yield Variety HYV .
Human Resource Development . HRD
|- Information, Education and Communication 1 IEC
Inspection Report IR
Investigation, Planning and Design IPD
Irrigation and Flood Control Department IFCD
1 Joint Electricity Regulatory Commission . | JERC
‘Khuga Multipurpose Project ' KMP
Macro Management of Agriculture MMA
|.Managemeént Information System MIS
Manipur Police Housing Corporation MPHC
MSP

Manipur Sericulture Project
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- ]

Measurement Book MB
Member of Legislative Assembly MLA
Memorandum of Understanding MOU
Minimum Needs Programme MNP
National Drinking Water Mission NDWM
National Informatics Center NIC
Non-Government Organisations NGO
Non-Governmental Organisation NGO
Not Covered NC
Oilseed Production Programme OPP
Panchayati Raj Institution PRI
Partially Covered PC
Public Accounts Committee PAC
Public Health Engineering Department PHED
Public Sector Undertaking PSU
Rajiv Gandhi National Drinking Water Mission RGNDWM
Reduced Datum RD
Regional Foundation Seed Farm RFSF
Right Side Main Canal RSMC
Running Account RA
Scheduled Caste SC
Scheduled Tribe ST
Simple Random Sampling Without Replacement SRSWOR
Slow sand filter SSF
Soil Testing Laboratory STL
State Mechanised Farm SMF
Tata Consultancy Services TCS
Tax-payer Identification Number TIN
Thoubal Multipurpose Project TMP
Unofficial interchange Ul
Value Added Tax VAT
VAT and CST Management System VCMS
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