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This Report has been prepared for submission to the Governor of
Meghalaya under Paragraph 7(4) of the Sixth Schedule to the
Constitution of India. It relates mainly to the points arising from
the audit of the financial transactions of the Khasi Hills Autonomous
District Council, Shillong, Meghalaya.

2. The cases mentioned in this Report are those which came to
notice in the course of test-check of the accounts of the Council
for the year 2004-05.

3. This Report contains three sections, of which one section
deals with the constitution of the Council, the rules for the
management of the District Fund and maintenance of accounts by
the District Council. The remaining two sections deal with the
Council’s financial position and irregularities noticed in the audit
of transactions relating to the year 2004-05.



OVERVIEW



The significant audit findings are given below:

Contrary to the condition for utilisation of grants within one
year, grants-in-aid of Rs. 8.27 crore given by the State
Government under the award of the Eleventh Finance
Commission remained unutilised with the Council even after
three to five years. Further, grant of Rs. 2 crore was invested

in term deposit.
(Paragraph 3.1)

The Council executed four construction works in deviation from
the sanctioned estimates.

(Paragraph 3.2)

Non-deduction of sales tax from the contractors’ bills resulted
in a loss of revenue of Rs. 4.04 lakh.

(Paragraph 3.3)



The United Khasi and Jaintia Hills District Council was set up in
June 1952 under Article 244(2) read with the Sixth Schedule to
the Constitution of India. The Council was bifurcated in 1967 and
the Jowai District Council was carved out of it. In 1973, the United
Khasi and Jaintia Hills District Council and the Jowai District
Council were renamed as Khasi Hills District Council and Jaintia
Hills District Council respectively.

The Sixth Schedule (Schedule) to the Constitution of India provides
for administration of specified tribal areas. For that purpose, it
provides for the constitution of a District Council for each
autonomous district with powers to make laws on matters listed in
Paragraph 3(1) of the Schedule mainly in respect of allotment,
occupation, use efc. of land, management of forests other than
reserve forests, use of any canal or water courses for agriculture,
regulation of the practice of ‘Jhum’' or other forms of shifting
cultivation, establishment of village or town committees or councils
and their powers, village or town administration including police,
public health and sanitation and inheritance of property. Paragraph
6(1) of the Schedule empowers the Councils to establish, construct
or manage primary schools, dispensaries, markets, cattle pounds.
ferries, fisheries, roads, road transport and water ways in the
respective autonomous districts. Paragraph 8 of the Schedule
further empowers the Councils to assess, levy and collect within
the autonomous districts, revenue in respect of land and buildings,
taxes on professions, trades, calling and employments, animals,
vehicles and boats, tolls on passengers and goods carried in ferries
and taxes for the maintenance of schools, dispensaries or roads.

'A form of shifting agriculture practice that adversely effects the soil fertility.
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The Sixth Schedule providés for the constitution of a District Fund
for each autonomous district to which is to be credited all moneys
received by the Council in the course of administration of the district
in accordance with the provisions of the Constitution. In terms of
Paragraph 7(2) of the Schedule, rules are to be framed by the
Governor for the management of the District Fund and for the
procedure to be followed in respect of payment of money into the
said Fund, withdrawal of moneys therefrom, custody of moneys
therein and any other matter connected with or ancillary to these
matters. These rules have not been framed so far (November 2008).
Meanwhile, the United Khasi and Jaintia Hills District Council
Fund Rules, 1952 (which had been framed by the erstwhile United
Khasi and Jaintia Hills District Council for management of the
District Fund) are being followed by the Council.

In pursuance of Paragraph 7(3) of the Sixth Schedule to the
Constitution of India, the form in which the accounts of the District
Council are to be maintained was prescribed by the Comptroller
and Auditor General of India with the approval of the President in
April 1977.

The accounts of the Council for the year 2004-05 were prepared in
the prescribed format. Results of the test check of accounts are
given in the succeeding paragraphs.




l’"

As per the revised Annual Accounts furnished to Audit in January 2008, the
receipts and expenditure of the Council for the year 2004-05 and the resultant

revenue surplus were as under:

Table 2.1
(Rupees in lakh)
Receipts [ 2004-05 I Dishura¢ments 2004-05
Part - 1 DISTRICT FUND N
1. Revenue Receipts 1. Revenue Expenditure
(i)Taxes on professions trades and 261.22 | (i) District Council & 111.42
employments Execcutive Members
(i1) Land revenue 8.52 | (1i) Administration of Justice 60.86
(1ii) Taxes on vehicles 21.00 | (iui) Land revenue 20,53
(iv)Other Administrative Services 5.64 | (iv) Secretariat General 415.10
Services
(v) Other General Economic 9.43 | {v) Public works 116.49
Services
(v1) Farests 41.95 | (vi) Pension and other 62.40
retirement benefits
(vii) Mines & Minerals 706.95 | (viy) Ed ] 845
(vi11) Stanonery and Printing 1.69 | (viii) Social Security & 13193
Welfare
(1x) Public works 2.29 | (ix) Other General Economic 36.36
Services
(x) Grants-in-aid from State 691.68 | (x) Forests 149.81
Government {xi) Roads and Bridges 25569
{xii) Public Health & '« 31.18
Sanitation
xii1) Fisheries 3.92
Total Revenue Receipts 175037 | Total Revenue expenditure 1404.14
Revenue Deficit - | Revenue surplux 346.24
. Capital NIL | 2. Capital NIL |
. Debt NIL | 3. Debt NIL
4. Recoveries of loans and 8.53 | 4. Disbursement of loans §.36
advances and advances o Sl
Total of Pari-1 1758.90 | Total of Part-1_ 1412.50
PART - 11 DEPOSIT FUND -
A. Deposits not bearing interest - | 11.36 | A Deposits not bearing - 202.72
Security Deposit interest Security
Deposi
B. Civil Advances - 4.20 | B. Civil Advances - 4.20
Departmental Advances Departmental
Advances
Total of Part-1I Deposit Fund 15.56 | Total of Part-11 Deposit 206,92
Fund
Total Receipts 1774.46 | Total Disbursements 1619.42
| (Part 1+11) (Part 1+11)
Opening Balance 609.90 | Closing Balance' 764 94
Crand Total 2384.36 Grand Total 2384.36

(Seurce: Annual Accounts of the Councd)

' Cash: Rs.3.71 Jakh; Personal Ledger Account: Rs.761.23 lakh
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Compared to budget provision, there was shortfall in collection of
revenue during 2004-05 under different heads of accounts.
Significant cases of shortfall are given below:

Table 2.2
. (Rupees in lakh)
Major Head of Account | Budget provision |  Actual as per Annual Percentage of
Accounts Shortfall
Land Revenue 11.80 8.53 28
Forest 105.42 41.95 60
Taxes on Profession, efc 324.00 2601.2 19
Taxes on Vehicles 80.00 21.00 74

Source: Budget and Statement 5 of Armual Accounts — 2004-05.

Wide variations between the budget provision and actual collection
of revenue indicated flaws in the budgeting process particularly
under forest and taxes on vehicles.

The Secretary, Executive Committee (SEC) of the Council stated
(July 2008) that the shortfall in collection of revenue was due to
fewer land transfer and mortgage cases during the year and non-
release of the due share of Council’s revenue by the State
Government.

The reply is not acceptable because the collection of land revenue
during 2004-05 was more than the average collection during the
last five years and thus, the shortfall was due to unrealistic budget
provision. As regards shortfall under taxes on vehicles, the
Council’s share was not released by the State Government due to
non-finalisation of annual accounts for the year 2004-05. Regarding
forest and taxes on profession, erc., reasons for non-release of the
Council’s share were neither on record nor stated.
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2.3 Personal Ledger Acc

2.3.1 Understatement of receipts

According to Rule 18 of the United Khasi-Jaintia District Fund
Rules, 1952, all moneys received by the Cashier on account of the
Council is to be remitted in the Treasury promptly and should on
no account be appropriated towards expenditure.

Scrutiny (April 2008) of records (Revenue Receipt Registers and
Receipt Books) revealed that revenue of Rs. 1.14 lakh received on
account of mortgage fee, permission fee, cost of tender paper, efc.
during March 2005 was neither remitted into the PLA maintained
with the Treasury nor accounted for in the Annual Accounts for
the year 2004-05, resulting in understatement of receipts by
Rs. 1.14 lakh. Retention of revenue outside the PLA was not or.ly
contrary to the Rule ibid but is also fraught with the risk of
misappropriation.

The SEC stated (July 2008) that due to heavy rush in the Treasury
at the fag end of March 2005, the Cashier could not deposit the
amount in that month and that the amount was deposited during
the first part of 2005-06.




Under the award of the Eleventh Finance Commission, the State
Government sanctioned (March 2001 to September 2004) grants-
in-aid of Rs. 11.52 crore to the Council for implementation of the
schemes relating to upgradation of the standard of administration
of the Council, with the condition to utilise the grant within one
year and submit the utilisation certificates (UCs) to the Accountant
General with a copy to the District Council Affairs Department,
Government of Meghalaya.

Scrutiny (April 2008) of records revealed that out of Rs. 11.52
crore, UCs for only Rs. 3.25 crore were submitted by the Council
to the State Finance Department in March 2005. UCs for the
balance amount of Rs. 8.27 crore were not submitted by the Council
even after three to five years of release of grants, reasons for which
were not on record.

Further, out of the grant of Rs. 4.96 crore sanctioned in September
2004, Rs. 2 crore was invested (December 2004) in short term
deposit with Ka Bank Nongkyndong Ri Khasi Jaintia, Shillong
Branch. Retention of funds in term deposit instead of utilising for
the purpose for which these were sanctioned was contrary to the
conditions of sanction of grants.

The SEC stated (July 2008) that though Rs. 2 crore (out of Rs.
4.96 crore) was withdrawn for construction of a market complex,
it could not be utilised due to objection from the village committee
about the market complex and as such, the money was invested in
short term deposit as per the decision of the Executive Committee.
The reply is indicative of improper planning by the Council with
regard to construction of the market complex.



Section 111

During October-November 2002 and March 2003, the Council,
without obtaining administrative approval and technical sanction
and also without inviting tenders, awarded four construction works,
estimated to cost Rs. 23.54 lakh, to local contractors at par with
the estimated cost. The works were completed at a cost of Rs.
19.64 lakh.

Scrutiny of records revealed that there was huge variation between
the estimated quantities of the works and the quantities actually
executed by the contractor. Significant cases of variations
(exceeding 20 per cent) are given in Appendix. While execution
of earth work in respect of all the four works was two to 43 times
of the estimated provisions, execution of items like ornamental
grills, shuttering, varnishing, painting, efc. fell short of the estimat=d
provisions by 29 per cent to 89 per cent. This was indicative of
the fact that either the estimate was unrealistic or the construction
was not up to the required standard.

The SEC stated (July 2008) that in execution of any work some
deviation was unavoidable due to topographical position of the
area and soil condition. The reply is not tenable because the
variation ranged up to 43 times.

According to the Government Notification of October 1991’
(modified and revised in December 1999), sales tax at the prescribed
rate of 8 per cent is to be deducted at source from the bills of
contractors for civil works like construction of buildings, bridges
and roads after allowing a deduction of 25 per cent.

' Notification No.ERTS (T) 134/90/62 dated 30 October 1991 issued by the Government of
Meghalaya, Excise Registration, Taxation and Stamps Department.
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Scrutiny of vouchers revealed that during 2004-05, 23 contractors’
bills for a total amount of Rs. 67.24 lakh were paid by the Council
for construction of buildings. However, sales tax amounting to
Rs. 4.04 lakh was not deducted from their bills thereby giving undue
benefit to the contractor to that extent.

The SEC stated (July 2008) that the sales tax was not deducted
from the contractors’ bills because they purchased the building
material after payment of required taxes. The Council, however,
could not provide evidence about payment of sales tax by the
contractors.

Audit observations on financial irregularities and defects in the
maintenance of accounts noticed during local audit and not settled
on the spot are communicated to the heads of the offices and to the
next higher authorities through the Inspection Reports (IRs).
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Six IRs relating to the Council issued between November 2000
and March 2007 containing 28 paragraphs are yet to be settled
(January 2009).

(s

s

Shillong (ONKAR NATH)
T Accountant General {Audit)
e T 2y
1/ MAY 7009 Meghalaya
L]
Countersigned

ot

(VINOD RAI)
The Comptroller and Auditor General of India

New Delhi

AY 2009
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Appendix

: APPENDIX

Comparative position of estimated quantity and quantity executed
(Reference: Paragraph 3.2; Page 7)

Month and
Estimated Quan- Peroen-
S| Nemed | ow | 2o mdm‘?’:‘n-:‘“‘(‘:‘,ma
Wl PR | wls e | P | L) |
order
() 2 ()] “) (6 () (8) (L] (19 |
1. | Comstruction 146344 | Novanber | Farth workn Cim 945 420 | (+)41055 434
of ommurty 2002 excavatian to the
Durber Hall proper grade, eic |
cum todet ot in sail
Maw-L Sam ProvdigMSRod | Qumal | 0% | 041 | (0I5 Fa)
Providing coursed Cumn 16.26 281 (+)a55 40
stone mEsaTy, dic
Providing 100 mm Sgm 5563 7651 (+)2088 38
thack solng etc
= Provading and Sgm 1436 1020 (-M16 P
fixang 38 mm thick.
full pancled '
shutter, exc
Vamishing with Sqgm nwM 265 | (082 »
approved varmash
oic
2 | Costruction et March Eath work Cum 1950 0 (+1260.20 1314
of oty 2003 cxEvation to
Durber Hall proper leved etcin
cum hotlet & ardinary soil
*, Rongrmew PovidngMS. | Quma | 0% | 041 | (015 | 27
. Rod
Provading Sqm 2950 15929 | (-)M21 3
ey
including cortenng
[
Provading coursed Cum 16.26 nn | (vem
stone masaTy dic
Providing & fiang | Sqm 436 | 10D | (A6
38 mm. dhck fudl
Vamishing with Sgn ERET] %R | (0K )
::.mdm |
3 | Costnction | 345342 | November | Earthworkin Cum NI m| (+)280 100
E of aomunty 2002 | esavation inthe
- Hall cum propes level in
Toilet ardrery sail | |
Madan Provding MS e | Quareal 05 | 041 | (015 bl
-2 Lyngeich Providng cowsed | Cum 1626 | D57 | (+731 15
MNong kynh stane Iy elc
Prowding 100mm | Sgm SS& | 7651 | (12088 i
thack soling, eac
Providing and Sgm 1436 102 | (Hl6 | P}
foang 38 mm theck |
fudl pancd
ﬂ&ﬂ' I
Varmishing with Sqm nu %5 | ()08 »
L] approved varmish,
el |




Audit Report for the year ended 31 March 2005

L
(] @ T ST R @ [
4 | Comnunen | 13177936 | Ocacber 2002 | Earth work m Cum 95177 | SSI04 | (+)I558 | W :
of Ste exavahan m
Deveicprnent, foundstion
Compound | trenches, o
immprovement, Prowdng&lmymg | Cam | 4% 18 | (0T [ % *
Retmring ©C M propartion
walls, gaes, 124, ec
ac for Providmg Sm | OI4G | =2 | (pe | % -
KHADC, shuttermg
Shillong including
ac
Provdingeoused | Cum | 238085 | 31009 | (#7205 | %0
random rubble
sione, g
Providing 12mm Sqn | 41765 | 253 | (915231 |
thack cement
| plassecrg, o
Prowdingtorstedl | Quitdl | 4SS 5B | (17 | & 4
re-enftroement, ‘ -
“ Ll
[ Parting with Sm | ©175 | 4% | (PS5 | ® o
:m—i. 3
Applying ready Sqm G175 | 6% | (95 | B
moeed primery
| com, elc
Provichng ared Sqn | 11040 | 4380 | (660 | @
fixing MS
amamenal gnils,
3
Prowading fitnng Sgm 1200 667 (-p3 Ex]
and foang m
posrtsan seed
| guies, o -
Dispomd ofmxpien | Cum | 189417 | 288166 | (P9I ® | &2
| oarth, e
i Qmn - 10 #Lms |10 ‘
RCC work
- -
Denclishmg Bock | Cum (%] B3 | 100 ]
waorks a |
Demtwg gore | Qum 4505 | (MA506 | 100 i
asanry warks,
[
Demolishing sieel | Sqm B 3436 | (4% | 100 |
ac
gn-ﬁ?l'd- Sqm - 6435 | (9645 | 100 8
bricks, e i iy \ &
Whzwetngm | Sqn : 4% | (H% |10 1
Earth work o Cun | 13486 | 20685 | (DIOIISS | 76
excuvain, & -
| hrd sl _
Prowiding coursed Ciam 11388 1459 (-9 87
| random, eic
Cdlechn & Qm | 17202 | 12015 | (B1&2 | @
sy of herd
| e, dc ]
Labour for laying, Qm | 172402 | 12115 | (p12%2 | 30
= ;
¥
Source : Estimates, Bills, eic. .
12 /A
v -



