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Preface

This Report for the year ended March 2016 has been prepared
for submission to the Governor of Odisha under CAG’s DPC
Act, 1971.

The Report contains significant results of the audit of the
Panchayati Raj Institutions and Urban Local Bodies in the
State.

The issues observed in the course of test audit for the period
2015-16 as well as those issues, which came to notice in
earlier years but could not be dealt within the previous
Reports, have also been included, wherever necessary.

The audit has been conducted in conformity with auditing
standards issued by the Comptroller and Auditor General of
India.
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Overview

Overview

An overview of the significant audit observations made on the functioning of
Panchayati Raj Institutions and Urban Local Bodies in implementing various
schemes/ programmes under Panchayati Raj Department and Housing and Urban
Development Department respectively is given below.

Panchayati Raj Department

2.1 Implementation of Targeted Rural Initiatives for Poverty Termination
and Infrastructure

e In the planning process of the mission, “Bottom-up” approach, as envisaged
in the guidelines, was not followed which prevented participation of the
Community Based Organisations at the lowest level.

(Paragraph 2.1.2)

e As the State could not spend the entire credit, it was liable to pay
commitment charges of ¥ 4.35 crore to the International Development
Association against un-withdrawn amount of I 124.35 crore.

(Paragraph 2.1.3.1)

e Even after closure of the project in June 2015, funds remained unutilised at
State Project Monitoring Unit and Gram Panchayat Level Federation levels.

(Paragraph 2.1.3.2)

e Adequate number of Gram Panchayat Level Federations were not created
and minimum requirement of Community Investment Fund (X 15 lakh) was
not provided to the Gram Panchayat Level Federations, thereby restricting
micro-finance to rural poor. None of the Gram Panchayat Level Federations
were registered under appropriate Acts, due to which loan amount of
< 92.43 lakh remained unrecovered from the Self Help Groups.

(Paragraph 2.1.4)

e Though 169 Self Help Groups submitted Micro Investment Plans of
< 3.57 crore, loans of only X 82.19 lakh (23 per cent) were sanctioned and no
attempts were made to leverage external funding.

(Paragraph 2.1.4)

e Achievements under different livelihood programmes were poor due to
delayed release of funds and inadequate monitoring.

(Paragraph 2.1.6)

e Non-functioning of six mandatory committees in Gram Panchayat Level
Federations enabled misappropriation of Community Investment Fund,
Pro-Poor Inclusion Fund and Institution Building Fund.

(Paragraph 2.1.7)

vii
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2.2 Audit of Thirteenth Finance Commission Award (2010-11 to 2014-15)

e Due to absence of monitoring by District Rural Development Agencies/
Department, component-wise utilisation of funds was not available at blocks
and Gram Panchayats.

(Paragraph 2.2.2.4)

e Contrary to guidelines, funds under the components like Drinking Water
Supply, Rural Sanitation and Maintenance of Local Area Network were
routed through the respective blocks, instead of being released directly to
Gram Panchayats.

(Paragraph 2.2.3.3)

e Tube wells and Piped Water Supplies were not repaired in time and poor
maintenance of records and registers led to shortage and doubtful utilisation
of spare parts worth I 88.33 lakh.

(Paragraph 2.2.3.5 to 2.2.3.8)

e Instead of promoting sewerage and Solid Waste Management services in
villages, the funds allotted for Rural Sanitation were utilised for construction
of Cement Concrete roads.

(Paragraph 2.2.4.2)

¢ Under Maintenance of Roads and Bridges, new constructions were made in
violation of the guidelines. In nine test checked blocks, an amount of
< 5.66 crore was spent on new construction of roads and bridges.

(Paragraph 2.2.5)

e The roads constructed in Gram Panchayats and blocks did not meet the
prescribed specifications as deficiencies in measurements were observed in
34 out of 77 roads inspected.

(Paragraph 2.2.8)

e In Brahmagiri Panchayat Samiti, the then Senior Clerk-cum-Cashier
misappropriated Old Age Pension funds by tampering with an official
cheque and not depositing undisbursed Old Age Pension money of
< 15.02 lakh.

(Paragraph 2.3)
e Government money of ¥ 14.01 lakh was misappropriated in Puri Sadar

Panchayat Samiti through double payment and drawal of self-cheque without
cash book entry.

(Paragraph 2.4)
e In cight Panchayat Samitis, I 1.12 lakh was misappropriated in disbursement
of Old Age Pension.
(Paragraph 2.5)
e Thirteen ineligible beneficiaries (non-widows) were paid widow pension of
< 0.77 lakh under Madhu Babu Pension Yojana in Lahunipara Panchayat
Samiti.
(Paragraph 2.6)

viii
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An amount of I 0.30 lakh was misappropriated from the miscellaneous
receipts of the Boipariguda Panchayat Samiti.

(Paragraph 2.7)

In Babuchhipidihi Gram Panchayat of Laikera Panchayat Samiti, the
Panchayat Executive Officer and Sarpanch misappropriated Gram Panchayat
Fund of ¥ 0.23 lakh.

(Paragraph 2.8)

Non-accounting of Hume Pipes in stock register of Gurundia Panchayat
Samiti resulted in loss of stock of ¥ 12.71 lakh.

(Paragraph 2.9)

Housing and Urban Development Department

Generation of own revenue and its collection by Bhubaneswar Municipal
Corporation

Bhubaneswar Municipal Corporation (BMC) did not set up the required
institutional arrangements for levy of property tax even after 13 years of
enactment of the Orissa Municipal Corporation Act, 2003 and was only
levying and collecting the holding tax.

(Paragraph 4.1.6.1)

The annual value of holdings was not revised after 1977, resulting in loss of
revenue.

(Paragraph 4.1.7.3)

There was a loss of revenue of ¥ 19.94 crore due to under-assessment of
advertisement tax and non-enforcement of agreement condition for display
of advertisement and renewal of passenger shelters at a lower rate.

(Paragraph 4.1.8.1 to 4.1.8.6)

Failure of BMC to levy penalty on trade licences, collect licence fees from
traders and implement recommendation of Third State Finance Commission,
led to loss of revenue of ¥ 12.40 crore.

(Paragraph 4.1.9.1 to 4.1.9.5)

Bhubaneswar Municipal Corporation allotted 35 shop-rooms to rehabilitated
shopkeepers in its new garment market without making any agreement, due
to which it lost the rent revenue of ¥ 24.31 lakh.

(Paragraph 4.1.10.1)

Bhubaneswar Municipal Corporation failed to implement user charges
reform as per the Orissa Municipal Corporation Act and Government orders,
as a result of which there was a loss of ¥ 6.62 crore towards non-imposition
of user charges on shops and non-realisation of user fees from hospitals,
nursing homes, apartments and hotels.

(Paragraph 4.1.11)

X
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e Bhubaneswar Municipal Corporation could not collect revenue of
I43.25 crore from the buildings, constructed without obtaining No
Objection Certificates due to its failure to enforce the Orissa Municipal
Corporation Act and maintain co-ordination with Bhubaneswar
Development Authority. Further, it under-assessed the project cost of
buildings due to which demands for development charges were short levied
to the extent of T 2.32 crore.

(Paragraph 4.1.12.1 and 4.1.12.2)
e In BMC-Keshari Mall, BMC could not sell out the shops and assets valued
at T 16.77 crore and they were lying idle, as it did not take possession of the

shops in the last six years. Similarly, BMC failed to sell out or give on rent
95 per cent area of BMC-Bhavani Mall.

(Paragraph 4.1.13.1 and 4.1.13.2)
e Bhubaneswar Municipal Corporation’s failure to execute the deeds of
conveyance in favour of the shop owners of BMC-Keshari Mall prevented it

from collecting holding tax of ¥ 39.84 lakh during the last five and half
years.

(Paragraph 4.1.13.3)

e  Bhubaneswar Municipal Corporation did not raise demand for authorisation
premium of X 55.13 lakh from the agency constructing Foot Over Bridge.

(Paragraph 4.1.13.4)

e Bhubaneswar Municipal Corporation did not take any follow-up action

under the Orissa Municipal Corporation Act to realise the arrears of holding
tax and market rent amounting to I 84.96 crore.

(Paragraph 4.1.14.1)

Compliance Audit Paragraphs

e Holding Tax of ¥ 0.93 lakh received by the Tax Collector of Notified Area
Council, Kotpad was misappropriated without depositing with the Cashier.

(Paragraph 5.1)

e In Basudevpur Municipality, there was doubtful procurement of electrical
items worth ¥ 10.20 lakh, due to absence of stock-taking and
non-availability of purchase records.

(Paragraph 5.2)

e In Sambalpur Municipal Corporation, rent of I 1.74 crore was not collected
from the retired officials at revised rates along with penalty.

(Paragraph 5.3)

e Six Urban Local Bodies did not remit Employees' Provident Fund dues to

the Regional Provident Fund Commissioners which resulted in payment of

penalty and interest of ¥ 1.47 crore in addition to a committed liability of
< 34.04 lakh.

(Paragraph 5.4)
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PANCHAYATI RAJ
INSTITUTIONS






CHAPTER1

Section A
An overview of Panchayati Raj Institutions

1.1 Introduction

Panchayati Raj Institutions (PRIs) came into existence in Odisha from 1948 with
the enactment of Orissa Gram Panchayat Act 1948. Subsequently, Orissa
Panchayat Samiti Act and Zilla Parishad Act were enacted in 1959 and 1991,
respectively, setting up three tier PRIs in the State. All these Acts were amended
in 1993 and 1994 in conformity with the 73 Constitutional Amendment Act
1992, empowering the PRIs to function as institutions of self-government to
accelerate economic development and ensure social justice in rural areas.

Table 1.1: State profile

Indicator State statistics Unit
Area 155707 Square km.
No. of Tehsils 317 Number
No. of villages 51349 Number
Total population (Census 2011) 419.74 Lakh
Rural population 83 Per cent
Density 270 Persons/Square km.
Male Literacy 81.59 Per cent
Female Literacy 64.01 Per cent
Scheduled Caste population 17.13 Per cent
Scheduled Tribe population 22.85 Per cent

1.2 Organisational Setup of PRIs

Panchayati Raj Institutions are classified into three tiers, viz. Zilla Parishads,
Panchayat Samitis and Gram Panchayats. There are 30 Zilla Parishads, 314
Panchayat Samitis and 6209 Gram Panchayats in Odisha.

' ZP Act 1991 of Orissa was amended in 1993. Orissa GP Act 1948 / 1964 and Orissa
Panchayat Samiti Act 1959 were amended in 1994
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The organisational setup of the PRIs is indicated below.

Commissioner-cum-Secretary to Govt.
Panchayati Raj Department

Director, Panchayati Raj Director, Special Project Director, NRLM

Panchayati Raj Institution

| | |

Zil_la Earishad (30) Panchayat Samiti (314) Gram Panchayat (6209)
(District level) (Block level) (Village level)

Chief Executive Block Development Panchayat Executive
Officer RGEs Officer

All the three tiers of PRIs function under the administrative control of the
Panchayati Raj (PR) Department headed by the Commissioner-Cum-Secretary,
who is assisted by the Director (PR), Director (Special Projects) and the Director,
NRLM at the State level.

Panchayati Raj was introduced in January 1961 in the State, under which three
tiers of the system namely Zilla Parishads, Panchayat Samitis and Gram
Panchayats have to work in close coordination with each other.

Each of the 30 districts of the State has a Zilla Parishad (ZP). The ZP is managed
by an elected body headed by a President, who is elected amongst the elected
representatives of the ZP. The District Collector acts as the ex-officio Chief
Executive Officer (CEO) of the ZP, while the Project Director of District Rural
Development Agency (DRDA) concerned acts as the ex-officio Executive
Officer (EO) for discharging day-to-day administrative functions of the ZP.

The Panchayat Samiti (PS), functioning at the Block level, is managed by an
elected body headed by a Chairman, duly elected amongst the elected
representatives of the Block. The Block Development Officer (BDO) acts as the
executive head.

At the Gram Panchayat (GP) level, the elected members headed by a Sarpanch
constitute the GP. General superintendence and overall control of the GP is
exercised by the Panchayat Executive Officer who discharges his duties under
the supervision of the BDO.

Election to the PRIs at all tiers was last conducted in February 2012.
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The setup of Elected Body of the PRIs is as follows: -

ZILLA PARISHAD PANCHAYAT SAMITI GRAM PANCHAYAT

PRESIDENT CHAIRMAN
ZP MEMBERS PS MEMBERS

1.3 Functioning of PRIs

SARPANCH

WARD MEMBER

Article 243 of the Constitution prescribes devolution of powers, resources and
responsibilities to elected local bodies from the State Government. It enjoins
upon the State Legislatures to enact laws / amend existing laws devolving/
transferring 29 subjects listed in the Eleventh Schedule of the Constitution of
India to PRIs. This would also lead to PRIs emerging as platforms for planning
and implementation of programmes for economic development and social justice
for rural people.

Out of 29 subjects of 19 Departments, State Government has transferred
(October 2005) 21 subjects of 11 Departments to the PRIs (4Appendix 1.1). The
Chief Secretary instructed (July 2003) 11 Departments to implement
decentralisation of the governance in letter and spirit. The State Government had
given enough funds for the development of the village panchayats. Besides, the
Fourteenth Finance Commission and Fourth State Finance Commission have
recommended maximum grant for the village panchayats. As a result, the Odisha
Government received the Incremental Devolution Index Award 2015-16 for
providing maximum power to the panchayats.

1.4  Staffing pattern of PRIs

There is to be an Executive Officer for every Gram Panchayat who is to maintain
the records of the proceedings of the meetings of GPs, remain a custodian of all
such records and documents, cash and valuable securities of GP and exercise
such other powers, discharge such other duties and perform such other functions
as may be prescribed. The Village Level Workers (VLW) and Village
Agriculture Workers (VAW) working in a district act as Executive Officers.
Against the sanctioned strength of 6234 VLWSs, men-in-position were 5476 with
vacancy of 758, thereby hampering the functioning of the GPs. As observed in
compliance audit of 31 GPs, the utilisation of funds was less than 50 per cent in
six GPs and less than 70 per cent in 23 GPs.

For every block, there is to be a Block Development Officer (BDO) to be
appointed by the Government and an Additional Block Development Officer
(ABDO) may be appointed by the Government under the administrative control
of the BDO. The Samiti, with the approval of the Government, is to determine
the number and grade of the employees to be appointed to the services of the
Samiti. Against sanctioned strength of 314 each for BDO and ABDO, men-in-
position were 311 and 198, with vacancy of 3 and 116, respectively.
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The Collector of the district is the Chief Executive Officer of the Parishad who
exercises such powers and perform such functions as are prescribed. The Project

Director, District Rural Development Agency is the ex-officio Secretary of the
Parishad.

Similarly, under technical category at district and block level, against sanctioned
strength of 1845 posts, men-in-position were 1767 with 78 vacancies, which
resulted in low spending of the grants received for various socio-economic
development programmes. As seen in compliance audit of 38 PSs, the percentage
of utilisation of different scheme funds was less than 50 in 13 PSs.

1.5 Functioning of various Committees

To execute the functions of PRIs, Standing Committees have been constituted
(seven each for ZPs and PSs and five for GPs) with the elected representative as
the Chairperson and Secretary as the Chief Executive Officer. The role and
responsibilities of Standing Committees are given at Appendix 1.2.

Overall monitoring and review of the development programmes at the State and
District levels were conducted by the State Level Vigilance and Monitoring
Committee (SLVMC) and District Vigilance and Monitoring Committees
(DVMC) respectively. The SLVMC of Odisha has been constituted under the
Chairmanship of the Minister, Rural Development, Government of Odisha with
three Co-chairmen and 29 members. In case of DVMC, Member of Parliament
(Lok Sabha) is the Chairman, with District Collector as Secretary and all district
level officers as members. Both the Committees are required to meet at least
once in every quarter, however, two meetings of SLVMC and 44 meetings of
DVMC were held in 25 districts against 120 meetings during 2015-16. In five
districts®, no meetings were held during 2015-16.

1.6 Fund Flow arrangement at PRIs

The main sources of funds of PRIs in the State were from Government of India
(Gol) under various Centrally Sponsored Schemes (CSS), viz. Mahatma Gandhi
National Rural Employment Guarantee Scheme (MGNREGS), Backward Region
Grant Fund (BRGF), Indira Awaas Yojana (IAY), Rajiv Gandhi Panchayat
Sashaktikaran Abhiyan (RGPSA) etc. and grants received from State
Government as per the recommendations of State Finance Commission and the
Central Finance Commission. Funds are also received under State sponsored
schemes like Mo Kudia (renamed as Biju Pucca Ghara), Cement Concrete (CC)
Road, Biju KBK Yojana and Gopabandhu Grameen Yojana (GGY).

The position of funds received by the PRIs under various schemes of Gol and
Government of Odisha (GoO) and also grants-in-aid from GoO and the
expenditure incurred therefrom is given in Table 1.1.

Table 1.1: Total funds received by PRIs during 2011-16

(Tin crore)

Scheme 2011-12 2012-13 2013-14 2014-15 2015-16
IAY (CSS-75:225) 833.17 1110.60 1257 44 1998.71 2866.26
Mo Kudia (renamed as Biju 96.04 133.25 273.36 346.92 1219.66
Pucca Ghara Yojana)

2

Gajapati, Ganjam, Koraput, Mayurbhanj and Nuapada
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Scheme 2011-12 2012-13 2013-14 2014-15 2015-16

(SS-100 per cent)
GGY (SS-100 per cent) 251.78 199.10 261.80 248.89 710.26
BRGF 327.22 396.04 428.56 326.23 72.05
(100 per cent SCA)
SGSY/NRLM (CSS-75:25) 192.88 124.71 104.56 113.27 194.09
MGNREGS 1371.18 1321.64 1322.78 1077.38 2060.94
(CSS-90:10)
Thirteenth, Fourteenth CFC 570.92 713.10 731.93 804.40 1264.44
RGPSA 0 0 12.56 48.25 33.82
Grant-in-aid
(SFC, Cluster House, CC 589.69 729.03 1148.28 860.88 1122.87
Road)

Total 4232.88 472747 5541.27 5824.93 9544.39

(Source: Annual Report and MIS Reports furnished by PR Department)

Total fund available includes opening balance and interest
(CSS: Centrally Sponsored Scheme, SS: State Scheme, SCA: Special Central Assistance, CFC:
Central Finance Commission, SFC: State Finance Commission, CC: Cement Concrete)

Table 1.2: Budget provision for plan and non-plan sectors for PRIs during the last
five years
(Tin crore)
Year Plan Non Plan
Budget Provision Release (per cent) Budget Provision Release (per cent)

2011-12 1088.45 991.40(91) 1340.82 1222.45(91)
2012-13 1501.04 1320.63(88) 1438.21 1216.77(85)
2013-14 2245.45 2082.51(93) 1525.67 1296.12(85)
2014-15 4175.75 3441.58(82) 1703.30 1401.37(82)
2015-16 6217.69 5330.50(86) 2338.87 2334.83(99.8)

(Source: MIS Reports furnished by PR Department)

Table 1.3: Total expenditure by PRIs during the last five years

(Tin crore)

Scheme 2011-12 2012-13 2013-14 2014-15 2015-16

TIAY (CSS-75:25) 634.67 941.26 946.94 825.96 1981.65
Mo Kudia (renamed as Biju
Pucca Ghara Yojana) 63.06 79.83 147.84 193.54 828.22
(SS-100 per cent)
GGY (SS-100 per cent) 207.88 163.46 238.46 189.26 192.57
BRGEF (100 per cent SCA) 224.98 273.09 271.13 266.93 47.60
SGSY/NRLM (CSS-75:25) 171.35 74.49 50.97 67.82 124.02
MGNREGS (CSS-90:10) 1032.56 1177.47 1289.13 1073.07 2046.67
Thirteenth, Fourteenth CFC 288.72 440.32 500.49 536.49 364.44
RGPSA 0 0 0.85 14.42 15.39
Grant-in-aid
(SFCs, Cluster House, CC 279.23 472.19 1011.20 697.21 425.66
Road)

Total 2902.45 3622.11 4457.01 3864.7 6026.22

(Source: MIS Reports furnished by PR Department)

As seen from above tables, receipt as well as expenditure during 2015-16 has
increased by 64 per cent and 56 per cent, respectively, as compared to that of

2014-15.
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1.7 Recommendations of the State Finance Commissions (SFCs)

The Second SFC had recommended ¥ 2143.22 crore to the PRIs towards
devolution, compensation and assignment, grant-in-aid and salary for the period
2005-10, against which ¥ 984.36 crore (45 per cent) only was released by the
State Government from its own Tax Revenue. Similarly, Third SFC had
recommended ¥ 6787.18 crore for PRIs for the period 2010-15, against which
< 3120.14 crore (56 per cent) was released by the State Government.

The Third SFC reiterated many of the recommendations made by the second SFC
as those were either not implemented or partially implemented. Besides, it also
has made other recommendations, most of which have not been implemented till
date of audit.

The Fourth SFC, through its recommendation, had endeavored to assist and
advise the State Government to develop the lowest tiers of democratic institution
as responsible local government. Some of the recommendations related to the
measures to strengthen resource base of the Local Bodies to help them evolve
into responsible units of Local Self Governance. Recommendations have been
grouped into four broad heads:

1. Institutional and structural strengthening;

2. Resource generation and legal hurdles thereof;
3. General issues; and

4. Fund transfer.

Total resource transfer (from State resources) to PRIs recommended by the
Fourth SFC for the period 2015-20 is given in Table 1.4.

Table 1.4: Resource transfer recommended by the SFC
(Tin crore)

Distribution 2015-16 2016-17 2017-18 2018-19 2019-20 2015-20
mechanism
Devolution 493.77 493.77 493.77 493.77 493.77 2468.85
Assignment of 438.31 539.60 620.16 672.84 730.79 3001.70
Taxes
Grant-in-aid 290.05 368.43 455.12 539.20 581.72 2234.52
Total 1222.13 1401.8 1569.05 1705.81 1806.28 7705.07

(Source: Report of the 4" SFC)

However, State Government has released I 1235.46 crore towards SFC award
during the year 2015-16.

1.8 Recommendations of the Central Finance Commission (CFC)

The devolution of funds to PRIs as per recommendations of the Thirteenth
Finance Commission and allocations for PRIs for the award period are shown in
Table 1.5 below:

Table 1.5: Recommendations of Thirteenth FC and allocation for PRIs

(< in crore)

SI. No. Subject 2010-11 2011-12 2012-13 2013-14 2014-15 Total
1 General Area Basic Grant 241.29 279.78 326.99 387.43 458.71 1694.20
2 gf:r‘;ral Performance 0.00 95.66 224.41 264.70 31223 897.00
3 Special Area Grant 19.39 -- -- -- -- 19.39
Total 260.68 375.44 551.40 652.13 770.94 |  2610.59

(Source: Panchayati Raj Department letter No. 22895 dated 6 August 2010)
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However, out of ¥ 1694.20 crore, I 1299.90 crore’ was released to the PRIs
towards General Area Basic Grant, Special Area Basic Grant and share from
Forfeited Performance Grant for the period from 2012-13 to 2014-15.

The Thirteenth Finance Commission had recommended allotment of
Performance Grant of ¥ 897 crore for the period 2011-15. The State was eligible
to draw its allocations, if it complied with nine conditions prescribed at
paragraph 10.161 of Thirteenth Finance Commission Report.

Out of nine conditions, State Government has complied with four conditions and
five conditions have not been complied with. Hence, the State Government
could not avail of the Performance Grant of I 897 crore as of March 2015.
However, I 68.83 crore has been received towards Forfeited Performance Grant
as of March 2015.

Table 1.6: Recommendation of Fourteenth Finance Commission
(Tin crore)

SI. No. Subject 2015-16 2016-17 2017-18 2018-19 2019-20 Total
1 Basic Grant 955.52 1323.09 1528.71 1768.44 2389.54 7965.28
2 Performance Grant 0 173.55 196.40 223.04 292.05 885.03
Total 955.52 1496.64 1725.11 1991.48 2681.59 8850.31

(Source: Fourteenth Finance Commission Report)

As per recommendation, I 955.52 crore was received by the State Government
towards Central Finance Commission award during the year 2015-16.

1.9 Audit mandate

1.9.1 Primary Auditor

As per Rule 149 of the Regulations on Audit and Accounts, the Director, Local
Fund Audit (DLFA) is the primary Auditor of PRIs in the State. It is a directorate
under the Finance Department of the State. The DLFA conducts audit of PRIs of
all 30 districts of the State through 26 District Audit Offices. The position of
audit of PRIs by DLFA as on March 2016 is given in Table below.

Table 1.7: The position of audit of PRIs by DLFA as on March 2016
Year Total number of PRIs Total number of PRIs Shortfall
planned for audit audited (Figures given in the bracket indicate
percentage)

GP PS zp GP PS ZP GP PS ZP
2013-14 6234 314 30 4384 294 30 1850 (30) 20 (6) Nil
2014-15 6234 314 30 4647 314 29 1587 (25) 0 1
2015-16 5977 314 30 5427 311 30 550 (9) 3(D) Nil

(Source: Information furnished by Director, Local Fund Audit, Odisha)

Government/ DLFA had engaged (September 2010) the Institute of Public
Auditors of India (IPAI) for audit of the accounts of GPs in order to reduce the
arrears in audit of GPs. The IPAI audited accounts of 2319 GPs during 2015-16
on behalf of DLFA.

General Area Basic Grant: I 1172.90 crore + Special Area Basic Grant: I 58.17 crore + Share
from forfeited Performance grant: ¥ 68.83 crore
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1.9.2  Audit by Comptroller and Auditor General of India

On the recommendation of the Thirteenth Finance Commission, the State
Government had entrusted (April 2011) the Comptroller and Auditor General of
India (CAG) with audit of all the three tiers of Panchayati Raj Institutions (PRIs)
of the State under Section 20(1) of the CAG’s (Duties, Powers and Conditions of
Service) Act, 1971. Besides, the CAG was also requested to provide Technical
Guidance and Support (TGS) to the State Audit Agency viz., Local Fund Audit
(LFA) for audit of Local Bodies. The Government had notified (July 2011) the
parameters of the TGS agreed to, in the Official Gazette. Under TGS
arrangement, 310 LFA staff were imparted training during 2015-16 covering
topics on audit of schemes implemented in PRIs and ULBs, Accounting system
in ULBs and audit methodology.

1.10  Reporting arrangement
1.10.1 Audit Report of Primary Auditor

Director, Local Fund Audit is the Primary Auditor and authorised to conduct
annual audit of financial accounts of the PRIs. As per recommendations of the
Thirteenth Finance Commission and provisions of OLFA (Amendment) Rules,
2015, the DLFA shall prepare and submit to the State Government not later than
30™ September of each year a consolidated report for the previous year, to be laid
before the State Legislature. Annual Report for 2014-15 has been laid in the
Odisha Legislative Assembly on 7 December 2015.

1.10.2 Annual Technical Inspection Report (ATIR) on PRIs

Annual Technical Inspection Report for the year ended March 2015 has been laid
in Odisha Legislative Assembly on 27 September 2016.

1.11  Response to audit observations

As on 31 March 2016, 14,480 paragraphs relating to 3295 Inspection Reports
(IRs) issued by the Office of the Accountant General (G&SSA), Odisha to
different PRIs remained unsettled for want of required compliances. However,
703 paragraphs and 51 IRs were settled through Triangular Committee Meetings
during 2014-15. The Office of the Accountant General (G&SSA), Odisha issued
nine Annual Technical Inspection Reports (ATIRs) on PRIs relating to the years
2005-06 to 2014-15, wherein major audit findings on the transactions of PRIs of
the State were reported. Even after convening meetings with the Commissioner-
cum-Secretary of the Department and making number of correspondences with
Chief Secretary to Government of Odisha, submission of compliance by the
Government to the paragraphs of these nine ATIRs is poor.
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Section B
Accountability Mechanism and Financial Reporting issues

1.12 Vigilance Mechanism
(i) Social Audit

It was observed during Compliance Audit that PS*s had not conducted Social
Audit under different schemes.

(ii) Lokayukta

Even though President accorded his approval to the Odisha Lokayukta Bill in
January 2015, the State Government is yet to appoint a Lokayukta. As per the
rule, the State Government should have issued a gazette notification to execute
the new Lokayukta Act. However, no action has yet been taken by the
government to execute the law till date.

(iii) Grievance redressal

In respect of 38 PSs audited during 2015-16, it was observed that out of total
4997 grievances received in 28 PSs, 4310 grievances were pending for
redressal. As replied by the BDOs, the pendency was due to delay in receipt of
inquiry report.

1.13  Pending submission of Utilisation Certificates (UCs)

It was observed that 26 PSs out of 38 PSs audited during 2015-16, had not
submitted UCs amounting to I 596.98 crore against expenditure of ¥ 1022.33
crore. Similarly, 25 Grama Panchayats had not submitted UCs for ¥ 3.08 crore
against expenditure of I 3.38 crore incurred during 2015-16.

1.14  Outstanding advance

It was observed from the trial balance and cash books in compliance audit that in
34 PSs, ¥ 43.31 crore was unadjusted. Due to non-maintenance of Advance
Register by the PSs, details such as date of payment, purpose and person to
whom paid, could not be ascertained in audit. Similarly, in 20 GPs, Z19.79 lakh
was lying unadjusted.

1.15 Non-reconciliation of balances as per Cash Book and Bank Pass Book

During Compliance Audit of 38 PSs during 2015-16, discrepancies between
balances in Cash Book and Bank Pass Books were found in 36 PSs due to non-
reconciliation.

1.16 Maintenance of Accounts by PRIs

e Accounts of PSs are prepared by the respective PS and Chartered
Accountants are engaged for maintenance of GP Accounts. Accounts of

* Balianta, Sanakhemundi, Suruda, Barkote, Lephripada, Hemgiri, Kantapada, Reamal and
Subdega

> Directly from beneficiaries- 3363, through District Collector- 1149 and from the Department-
485
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PRIs are certified by the Director, Local Fund Audit as per Rule 20 (h) of
the Orissa Local Fund Audit Rules, 1951.

e Out of 5987 Accounts of PRIs, 5197 Accounts were certified by the
Director, Local Fund Audit during 2015-16.

e PSs had adopted (April 2014) PRIA Soft software developed by NIC on
Model Accounting System for maintenance of their accounts.
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CHAPTER 11
COMPLIANCE AUDIT

PANCHAYATI RAJ DEPARTMENT

2.1 Implementation of Targeted Rural Initiatives for Poverty Termination
and Infrastructure

2.1.1 Introduction

Targeted Rural Initiatives for Poverty Termination and Infrastructure (TRIPTI)
is a livelihood project implemented in Odisha with a loan of ¥ 514 crore from
the World Bank. The project period was from March 2009 to March 2014
which was extended up to June 2015. The Financing Agreement was signed
between Government of India (Gol) and International Development Association
(IDA) and the Project Agreement was signed between Government of Odisha
(GoO) and IDA in January 2009. As per Financing Agreement, 90 per cent of
total expenditure was to be financed by World Bank and 10 per cent was to be
borne by GoO.

The objective of the project was to enhance the socio-economic status of the
poor, especially poor women and disadvantaged groups in selected districts.
The project consisted of four components: (1) Institution Building and
Strengthening, (2) Community Investment Fund (CIF), (3) Livelihood Fund
(LF) and (4) Project Management, Knowledge Management and Replication.
The project was implemented in 38 blocks of 10 coastal districts' of Odisha.
Orissa Poverty Reduction Mission (OPRM), a society registered under Societies
Registration Act 1860, was responsible for management of TRIPTI. OPRM was
renamed as Odisha Livelihood Mission (OLM) with effect from 21 April 2012.
The State Project Monitoring Unit (SPMU) was responsible for implementation
of the project at state level with assistance of District Project Monitoring Unit
(DPMU) at district level and Block Project Facilitation Team (BPFT) at block
level.

Audit of TRIPTI was conducted between May and August 2016, covering the
period 2009-10 to 2015-16 (up to June 2015)%. Audit test checked records of
SPMU at State Level and DPMUSs of three districts3, 12 BPFTs4, 48 Gram
Panchayat Level Federations (GPLFs) and 96 Self Help Groups (SHGs) there
under. The names of the GPLFs and SHGs test checked are given in Appendix-
2.1. The audit findings are discussed below.

! Angul, Balasore, Bhadrak, Cuttack, Kendrapara, Khurda, Jagatsinghpur, Jajpur, Nayagarh and
Puri

> TRIPTI project was closed on 30 June 2015

* Angul, Balasore and Kendrapara

4 Angul, Atthamalik, Chendipada, Pallahara, Balasore, Bhograi, Jaleswar, Khaira, Kendrapara,
Rajnagar, Pattamunadai and Mahakalpara.

11
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Audit findings
2.1.2 Non adherence to bottom up approach in the planning process

Paragraph 8.6 of Project Implementation Plan (PIP) of TRIPTI stipulates that
the project’s planning process will follow a “bottom-up” approach i.e. the
Annual Work Plan (AWP) is to be prepared at Block level considering the
GPLF/ village level plans and get consolidated at District/State level.

Scrutiny of records of SPMU, three DPMUs, 12 BPFTs and 48 GPLFs showed
that except in Kendrapara Block for 2010-11, the AWPs were prepared at
SPMU level. Instead of consolidation and approval at the DPMU/SPMU, these
were communicated to the DPMUs and BPFTs for implementation. This
indicated that the “bottom-up” approach was not followed in project planning
process. Top down planning prevented participation of the Community Based
Organisations (CBOs) at the lowest level.

2.1.3 Financial Management

The OPRM had received ¥ 439.52 crore under TRIPTI during 2006-07° to
2015-16 from GoO and spent I 432.94 crore (98 per cent). The year-wise
receipt and utilisation of funds under TRIPTI during 2006-07 to 2015-16 (June
2015) are given below in Table 1.

Table No.1: Receipt and utilisation of fund under TRIPTI (<in crore)
Year Fund received Interest Total fund Expenditure Reimbursed by
World Bank

2006-07 1.00 0.00 1.00 0.00 0.00
2007-08 0.00 0.04 0.04 021 0.00
2008-09 40.00 0.02 40.02 0.27 0.55
2009-10 0.00 0.96 0.96 4.83 4.47
2010-11 0.00 1.04 1.04 8.10 7.03
2011-12 26.19 1.22 2741 48.05 43.23
2012-13 120.00 0.92 120.92 115.81 103.97
2013-14 192.33 0.75 193.08 138.67 125.08
2014-15 60.00 2.15 62.15 12135 109.61
2015-16 0.00 0.12 0.12 -4.35% 9.09
Total 43952 722 446.74 432.94 403.03

Source: information received from SPMU

*Total expenditure during the year was T8.70 crore and unutilised amount of ¥13.05 crore was received back from
CBOs

The expenditure figure of I 432.94 crore shown by SPMU was not final as it
included the unutilised amounts lying with different implementing agencies e.g.
DPMUs, BPMUs and GPLFs. As the cash book of SPMU (TRIPTI) was not
updated since November 2015, the exact unspent balance lying with the SPMU
could not be ascertained in audit. The major findings on financial management
of the project are discussed below.

2.1.3.1 Liability of commitment charges

As per the Financing Agreement, the maximum commitment charge payable by
the recipient on the amount not withdrawn till the end of the project was 0.5 per
cent per annum. Out of the total credit of ¥ 514 crore committed by the IDA for
TRIPTI project, the mission utilised I 389.65 crore during 2008-16. Since the

> GoO provided fund from its own budget during 2006-07 and 2008-09 to OPRM before
Financing Agreement was signed (January 2009) with IDA.

12
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State Government had failed to draw the remaining loan amount of
T 124.35 crore, it was liable to pay commitment charges of T 4.35 crore® at the
rate of 0.5 per cent per annum on the said amount with effect from 28 March
20009.

2.1.3.2 Non-refund of unutilised balance

Panchayati Raj Department, GoO had instructed (October 2015) the Districts to
refund the unutilised balance to the State TRIPTI Account immediately after

closure of the project, except Community Investment Fund lying with GPLFs as
of June 2015.

Test check of records of 12 Blocks showed that an amount of ¥ 5.32 crore was
still lying with 184 GPLFs as on the date of audit, deviating from the
instructions of PR Department (Appendix-2.2). Similarly, the unutilised balance
of ¥ 13.80 crore’ lying with the project account of OLM was not refunded to
GoO, despite closure of the project in June 2015.

2.1.4 Implementation

Test check of records of 12 BPFTs, 48 GPLFs and 96 SHGs showed the
following deficiencies in implementation of the project.

Management of Community Investment Fund (CIF)

As per paragraph 5.2 of Project Implementation Plan (PIP) of TRIPTI, the
Community Investment Fund is a grant given to GPLFs for disbursement to
SHGs as a loan for implementing micro plans. It is essentially designed to reach
the poor only and acts as a medium to help poor households to get credit for
small investments. Each GPLF is provided with CIF ranging from ¥ 5 lakh to
% 25 lakh for micro-finance services. Government had increased (December
2014) the minimum entitlement of CIF from X 5 lakh to %15 lakh. Test check of
records at different levels showed the following deficiencies.

Non-formation of additional GPLFs led to provision of less CIF to the SHGs:
Paragraph 5.1.2.1 of Project Implementation Plan (PIP) of TRIPTI stipulates
that GPLF would comprise 25 to 40 SHGs functioning within a GP. In case,
there were more than 40 SHGs in one GP, two federations within the GP would
be promoted, based on geographical coverage and functional effectiveness of
GPLFs. PR Department had instructed in December 2014 that a GPLF would
get minimum CIF of ¥ 15 lakh.

Scrutiny of Monthly Progress Report and information furnished to Audit
showed that 1010 GPLFs in the State and 325 GPLFs in the three test checked
districts were formed during the TRIPTI period. The number of GPLFs in the
State® and in the test checked three districts’ was required to be 1855 and 649
respectively. However, neither the SPMU nor the DPMU had taken any steps to
form prescribed number of GPLFs. Non-formation of 845 GPLFs in the state
and 324 GPLFs in the three test checked districts resulted in less flow of CIF of

% Half per cent of T 124.35 crore per annum = ¥ 0.62 crore for seven years

7 Total fund ¥ 446.74 crore - total expenditure ¥ 432.94 crore =¥ 13.80 crore
¥ 74198 SHGs in the State/40 = 1855 GPLFs

% 25945 SHGs in three test checked districts/40 = 649 GPLFs

13
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< 85.52 crore to the SHGs in the State and T 32.82 crore to the SHGs in the test
checked districts.

Inadequate provision of CIF: Government had increased (December 2014) the
minimum entitlement of CIF from ¥ 5 lakh to 15 lakh for self-sufficiency and
survival of the GPLF. Subsequently, Government had instructed all PDs to
disburse the balance CIF entitlement at their level, without sending the
proposals to State Mission Management Unit (SPMU was renamed as SMMU
under OLM).

Scrutiny of records of 12 BPFTs showed that 39 out of 325 GPLFs had received
CIF ranging from ¥ 7.32 lakh to ¥ 14.84 lakh against their minimum
entitlement of ¥ 15 lakh per GPLF (Appendix-2.3). The district authorities did
not take any steps to enforce Government orders and revised guidelines. Non-
provision of minimum amount of CIF restricted lending capability of GPLFs.

Misappropriation of CIF fund: On scrutiny of Executive Committee
Resolution Book, Bank Pass Book, CIF Cash Book and Cheque Issue Register
of Kalyani Panchayatstariya Nari Sangh GPLF, Putina GP of Bhogarai Block
under Balasore District, Audit observed that the President/Secretary of the
GPLF had misappropriated ¥ 4.73 lakh by withdrawing money from Saving
Bank Account on different dates as detailed below.

SL Amount of CIF | Misappropriated Remarks
No. | Rinlakh) by
1. 1.85 President Amount sanctioned in Resolution Register for six SHGs but paid in
the name of President of the GPLF on different dates during August
2012 to September 2015
2. 0.35 -do- Amount withdrawn (June/July 2013) from bank without any
resolution and entry in the Cash Book
3. 0.05 Secretary The Secretary withdrew (February 2016) the amount for purchase of
gold ring and sweet packets for marriage of son of the president
4. 248 President/Secretary | An amount of ¥ 2.03 lakh was paid (August 2012 to June 2013) to
nine outsiders without any resolution and ¥ 45,000 was transferred
(January 2013) to two non-SHG accounts without knowledge of
Executive Committee (EC) and without any resolution
Total 4.73

The BDO stated (June 2016) that payment of CIF fund to outsiders in their
personal capacity was irregular and their recovery with interest/penalty would
be made from the President and Secretary of the GPLF.

Less coverage of SHGs in provision of CIF loan: As per Paragraph 5.2 of PIP,
the CIF is essentially designed to reach the poor and Extremely Poor and
Vulnerable Groups (EPVGs) only.

Scrutiny of records of 48 test checked GPLFs showed that there were 4906
SHGs, out of which 3623 SHGs were provided with CIF loan and 1283 SHGs
were left out. Thus, poor and EPVG members belonging to those 1283 SHGs
were deprived of CIF fund. It was further observed that 534 out of 3623 SHGs
were provided with CIF loan more than once. Out of the remaining 1283 SHGs,
44 SHGs were not sanctioned any CIF loan, despite submission of Micro
Investment Plan (MIP). This showed that there was no consistency and equity
in sanction of loan among the member SHGs by the GPLFs (Appendix-2.4).
Audit observed that for sanction of CIF loan, the repaying capacity of SHGs
was considered, which was against the norms of the guidelines.
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Repayment of CIF loan by SHGs: As per paragraph 3.6.3 of GPLF Operational
Manual, the Finance and Fund Management Committee (FFMC) of the GPLF is
required to monitor the performance of repayment by SHGs to the GPLFs and
banks and recommend necessary action against the defaulters. Community
Operational Manual of TRIPTI envisaged that GPLFs were to be registered
under any of the most appropriate Acts viz. Societies Registration Act 1860,
Odisha Self Help Cooperative Act 2001, Cooperative Act 1962 and Company
Act 1956 etc. for accountability.

Audit observed that 228 SHGs had discontinued repayment of loan for the last
1 to 41 months as of March 2016, though CIF loans and interest amounting to
< 92.43 lakh were lying outstanding against them (4ppendix-2.5). This resulted
in non-rotation of CIF money among member SHGs and blocking of CIF fund.
Loans were not recovered as FFMCs, who had to monitor repayment
performance, did not function and the GPLFs were not registered under any of
the above Acts. The BDOs assured (June/July/August 2016) that the amount
would be recovered with interest.

Non-leveraging of external funds: As per paragraph 5.2.4 of PIP, the project
was to facilitate the SHGs and GPLFs to leverage funds from banks and other
external sources. The MIPs were to be funded both by project funds and funds
from external sources. CIF was to be ideally used as a bridging finance by
GPLFs. The FFMC of the GPLF was to ensure the leverage of external funds.

Scrutiny of MIPs of 169 SHGs in 37 GPLFs showed that MIPs totalling I3.57
crore were submitted by these SHGs to GPLF against which loans totalling
< 82.19 lakh (Appendix-2.6) were sanctioned out of CIF, without attempting to
leverage external funds (linkage with banks) for the MIPs. Since the GPLFs
paid a part of the MIP amount, the SHGs could not take up the intended
activities.

Irregular sanction of CIF loan to GPLF: Every SHG was required to prepare
and submit a MIP for mobilising CIF loan. All the loan proposals/MIPs of
SHGs were required to be appraised by the FFMC of a GPLF before approval
of its Executive Committee (EC). On scrutiny of records of 48 test-checked
GPLFs, Audit observed that:

e Sanction of loan without MIP- In Mahakalpada Block, two SHGs
(Parbati and Satyaban) and in Rajnagar block 10 SHGs'® were
sanctioned CIF loan of ¥ 0.60 lakh and I 10.42 lakh respectively,
although these SHGs did not submit any MIP.

e Sanction of loan without resolution: In four Blocks'' (11 GPLFs), 53
SHGs were given CIF loan of I 19.80 lakh without approval of EC
members, deviating from the provisions of GPLF Manual.

e Unauthorised payment of CIF loan: As per Paragraph 6.9.3 of GPLF
operational manual, office bearers are not entitled to get any loan

0 Maa Kanasara, Maa Santoshi, Budhijagulai, Jay Hanuman, Omm Sairam, Siba baba,
Basudev, Maa Tarini, Basudev and Tarini
1 Mahakalpada, Bhogarai, Jaleswar, Athmallik
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directly from GPLF. In Jaleswar block, 18 office bearers'? in two
GPLFs took loan of ¥ 6.95 lakh unauthorisedly.

2.1.4.1 Release of Pro Poor Inclusion Fund

Under the Pro Poor Inclusion Fund (PPIF), EPVGs were to be identified and
their productive capacity enhanced through release of seed capital on periodic
repayment basis. An amount of I 15,000 per SHG was to be provided to SHGs
graded ‘A’ or ‘B’". If one SHG received T5000 from any other government
scheme, then that SHG was to get balance amount of I10,000. Audit of Pro
poor Inclusion Fund showed the following deficiencies.

Non-provision of PPIF to eligible SHGs: Out of 50,846 ‘A’ or ‘B’ graded
SHGs in the State (as of June 2015), only 39,993 SHGs were sanctioned PPIF
of T 49.90 crore'*, leaving out 10,853 SHGs during the period of intervention.

In three test checked districts, out of 15,052 ‘A’ or ‘B’ graded SHGs, only 9897
SHGs were provided with PPIF, depriving 5155 SHGs of PPIF (MPR June
2015). Similarly, 10,853 SHGs were deprived of the PPIF in the State due to
such increase of total share. Non-provision of PPIF to these SHGs was mainly
due to non-preparation of the annual work plan at BPFT level during
implementation of TRIPTI which led to BPFT’s failure to place the demand for
their requirement.

Director, OLM stated (September 2016) that the World Bank recommended to
increase total share of PPIF to 20 per cent from 10 per cent due to huge demand
of PPIF. As such, PPIF was released according to the funds available with the
project.

Delay in release of PPIF Funds: Odisha Livelihood Mission had directed
(April 2015) all District Project Monitoring Units (DPMU) not to transfer PPIF
and CIF Funds to Community Institutions after 15 April 2015.

Scrutiny of records showed that DPMU Kendrapara released I 67.50 lakh to
Pattamundai Block in May 2015. The proposal for PPIF was sent to District
Appraisal Committee (DAC) in December 2014 which approved it in April
2015. Due to further delay in release of funds by DPMU, PPIF was not utilised
and was refunded to State Headquarters (October 2015) depriving 499 eligible
SHGs of PPIF.

Fraudulent payment of PPIF: OPRM (TRIPTI) had instructed (July 2012)
BPFT Jaleswar to transfer funds to SHGs through account payee cheques in the
name of SHGs. State Bank of India (SBI), Jaleswar detected (July 2013) five
cheques tampered with for diverting PPIF of five SHGs to BPFT leader’s own
account and subsequently stopped payment of PPIF, besides lodging FIR.
During the course of audit, 184 cheques issued by BPFT, Jaleswar towards

2 Two Presidents, two Master Book Keepers and 14 Community Resource Persons (CRPs) in
Chamargaon and Sikharpur GPLFs

3 Grade A- Those who have secured marks above 80 per cent and Grade B- those who have
secured marks between 60 and 80 per cent

4" PPIF received from other scheme is deducted from the total entitlement of ¥ 15,000
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release of PPIF during 2011-14 were cross checked with the bank records and it
was found that against 63 cheques for I 7.65 lakh issued to the SHGs, payments
were made to unauthorised persons (Appendix-2.7). Scrutiny of scanned copies
of the cheques available with SBI, Jaleswar showed that all these cheques were
self/bearer cheques issued with joint signatures of BPFT leader and
Management Information System (MIS) Officer.

The BDO stated that the BPFT leader had manipulated the cheques secretly
without the knowledge of the MIS Officer by using chemicals to erase the
names of SHGs. The BDO did not take any action to recover the amount.

Misutilisation of PPIF: In three SHGs'"> of Mahakalapada, Kendrapara and
Jaleswar Blocks, the members had distributed the PPIF of ¥ 20,000 among
themselves without using it as seed money loan to needy people of the SHGs on
repayment basis, deviating from the provisions of PPIF guidelines. It was
observed that the Secretary of Matrushakti SHG of Sultanpur GPLF of
Bhogarai Block had invested ¥ 25,000 with a non-banking institution (out of
PPIF fund ¥ 15,000 and own fund ¥ 10,000), as observed from the inquiry
report of BPFT leader. The BDOs stated that the amount would be recovered
from the persons concerned.

2.1.5 Institution Building and strengthening

As per Paragraph 5.1.1 of PIP, one of the objectives of TRIPTI is to build and
strengthen client owned, managed and controlled sustainable community based
institutions of SHGs, their federations and producer organisations. From
scrutiny of records, Audit made the following observations:

2.1.5.1 Poor social inclusion

Situational Analysis (SA) was to be conducted to identify households especially
‘left out poor’, ‘EPVG’ in the society, those who were not a part of any SHG/
other Community Based Organisations (CBOs) and to ensure their participation
in different community based organisations (SHGs, GPLFs).

Scrutiny of Monthly Progress Reports of the SPMU for June 2015 (end of
project period) showed that out of 7.62 lakh poor and EPVGs households'®
identified in the TRIPTI districts, 3.72 lakh households'’ were already included
in SHG-fold prior to commencement of TRIPTI. So, only 3.89 lakh
households'® were to be included during TRIPTI period. However, the
achievement was not satisfactory as only 2.28 lakh (66 per cent) poor and
25,618 (59 per cent) EPVG households could be included in SHG-fold as
shown in Table 2 below.

Table No.2 Achievement in inclusion of households in SHG-fold

Category HH identified Included in Available HH HH included in Left Percentage
in SA process | SHG fold before | for inclusion in SHG fold Out of
TRIPTI SHG fold under TRIPTI Achievement
Well off 141504 43112 98392 23914 74478 24
Manageable 380157 159345 220812 89586 131226 41

' Maa Tarini-Z 10000, Maa Kali-% 5000 and Om Shanti- ¥ 5000
16 poor= 688742 and EPVG=72865
17 poor= 342697 and EPVG=29657
'8 Poor= 346045 and EPVG=43208
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Category HH identified Included in Available HH HH included in Left Percentage
in SA process | SHG fold before | for inclusion in SHG fold Out of
TRIPTI SHG fold under TRIPTI Achievement
Poor 688742 342417 346325 227276 119049 66
EPVG 72865 29652 43213 25618 17595 59
Total HH 1283268 574526 708742 366394 342348 52

Source: TRIPTI MPR of the State for June 2016

In test-checked districts, social inclusion of poor households ranged between 58
(Kendrapara) and 76 per cent (Balasore). Similarly, percentage of inclusion of
EPVG households ranged between 38 (Angul) and 74 (Balasore). While
Balasore district registered the highest achievement in both poor and EPVG
categories, Kendrapara district registered the lowest achievement in inclusion of
poor households and Angul was the lowest in inclusion of EPVG households.
Though the BPFT staff and Cluster Co-ordinators had conducted the Situational
Analysis, they could not include 1,36,644 (49 per cent) poor and EPVG
households into SHG-fold due to inadequate monitoring. This deprived the
intended households from availing of the benefits extended under CIF and
livelihood initiatives under the project.

2.1.5.2 Misappropriation of Institution Building (IB) fund

In Jagruti GPLF, Nayakhandi GP of Khaira Block, IB fund of ¥ 0.69 lakh was
misappropriated by Cluster Coordinator concerned, as pointed out by the
respective BPFTs to the BDO in June 2013. BDO, Khaira had lodged FIR
against the Cluster Coordinator during February 2014. The misappropriation
was attributed to ineffective monitoring by the BPFT leaders and non-
functioning of FFMC of GPLFs. Audit observed that neither the amount was
recovered from the Cluster Coordinator nor any action was initiated against
him.

2.1.6 Livelihood Promotion

Under TRIPTI, livelihood promotional activities like formation of Non-farm
Producer group, System of Rice Intensification (SRI), Mo-Badi, Seed Village,
Backyard Poultry etc. were promoted. In this connection, Audit observed the
following:

2.1.6.1 Delay in release of assistance to Non-farm Producer Group

Funds to Non-farm Producer Groups (Non-Farm PG) were provided under three
heads i.e. Institution Building, Capacity Building and Working Capital. Funds
of T 2.54 crore were provided to District Mission Management Unit"
(DMMU:s) of 10 districts for release to the GPLFs and onward transfer to the
PGs. As per Standard Operating Protocol (SOP), the PGs are required to submit
monthly physical and financial progress report to GPLF. Assistance of I 68.88
lakh®® was provided to the Non-farm Producer Groups in the three test checked
districts.

Scrutiny of records of nine out of 24 Non-farm Producer Groups in three
sampled districts showed that although the Detail Project Reports (DPRs) of the
PGs were prepared for three years i.e. April 2012 to March 2015, the release of

9 DPMU was renamed as DMMU under OLM
%% Angul ¥22.90 lakh, Balasore ¥14.92 lakh and Kendrapara ¥31.06 lakh
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funds from SPMU to the districts started from 20 November 2013 i.e. after half
of the project period was over. Neither the PGs submitted their monthly
physical and financial progress reports as envisaged in the SOP nor did the
GPLFs monitor the activities of PGs.

2.1.6.2 Implementation of System of Rice Intensification (SRI)

System of Rice Intensification (SRI) is a livelihood intervention for
improvement of paddy productivity through engagement of small and marginal
farmers under poor and EPVG category to enable the farmers to adopt new
technology and improved package of practices and to replicate the farming
practices and technology of SRI with other farmers which would be selt-
sustainable after withdrawal of the project.

The SRI intervention started from 2014-15 in which OLM released I 8.62
crore, covering 74,637 households. From test check of records at SPMU, three
DPMUs and 12 BPMUs, Audit observed the following.

i. Funds of T 2.16 crore *' for Kharif 2014 season (June 2014 till October
2014) were released in September 2014 by SPMU to Angul and
Kendrapara DPMUs, out of which DPMUs released X 2.10 crore to the
BPFTs in February 2015 i.e., after the Kharif season. Thus, 16 out of 23
test checked GPLFs in these two districts in which SRI was
implemented could not utilise I 31.82 lakh (out of ¥ 95.57 lakh
received) due to delay in release of funds.

ii. Against requirement of ¥ 1.46 crore for 8446 beneficiaries under SRI,
only ¥ 62.56 lakh was released to Balasore District.

iii. Due to non-release of funds (2™ phase - 50 per cent) to Balasore and
delay in release of funds to Angul, essential training programme to
farmers’ on Field Level Demonstration, Field Farmers’ School and
Demonstration Plots could not be organised.

2.1.7 Functioning of GPLF

A GPLF is a Community Based Organisation functioning at GP level,
comprising representatives of all Cluster Level Forum (CLFs) at GP Level. The
GPLF comprises 25-40 SHGs functional within a GP and can guide and
monitor the functioning of SHGs in a CLF and train them on various
operational areas for their sustainability. The day to day works of a GPLF were
managed by the Executive Committee with the help of six mandatory sub-
committees.

GPLF taking vital policy decisions without quorum: As per Paragraph 3.3.2 of
the GPLF Manual, the Executive Committee (EC) of a GPLF is to take
decisions with required quorum (2/3™ of Executive Members). Test check of
GPLF resolutions showed that in all test checked GPLFs, the EC took vital
financial decisions like sanction of loan, approval of expenditure of ¥1.08 crore
in meetings, without required quorum.

2 Angul 1.30 crore and Kendrapara 30.86 crore
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Non-functional sub-committees: Six mandatory committees” formed in test
checked GPLFs did not meet every month to ensure social inclusion, monitor
repayment performance by SHGs and prepare annual procurement plan etc. as
was seen from their resolutions. Due to non-functioning of the mandatory
committees, the left out poor could not be included in SHGs, annual budget of
the GPLFs were not prepared and repayment performance of the SHGs was not
monitored.

Poor functioning of Self Help Groups: From scrutiny of records of 96 SHGs in
three test checked districts, Audit made the following observations:

e Non-rotation of leadership: As per Paragraph 1.3.7 of SHG Operational
Manual, SHGs were to practise rotation of leadership, on a regular basis,
through election. Audit observed that leadership was not rotated on a
regular basis after two years in respect of 18 out of 96 test checked SHGs
as the President and/or Secretary continued to officiate for a period of
three to 10 years. Non-rotation of leadership of SHGs failed to create
leadership qualities among other members. As a result, in 18 SHGs, the
Presidents/Secretaries of the SHGs availed of loan of ¥ 8.74 lakh
sanctioned for other members (Appendix-2.8).

o Disbursement of loan without proper record keeping: All the decisions
taken in the SHG meetings were required to be properly recorded in the
Resolution Book and all financial transactions were required to be
updated and recorded correctly in their respective transaction heads.
Scrutiny of Resolution books and cash books showed that 59 financial
transactions amounting to ¥ 19.21 lakh were not recorded in the Loan
Register and Resolution Books against 31 SHGs as detailed in Appendix-
2.9. Due to this, the members were not aware of financial position of the
SHGs which may lead to improper disbursement and poor repayment of
loans.

e Doubtful transaction at SHG level: As per Para 6.2.7 of SHG
Operational Manual, withdrawal of money from SHG account requires
approval of SHG members in meeting and noting thereof should be made
in the Minutes Book. All such transactions should be entered in books of
accounts of the SHG. In 12 out of 96 SHGs test checked, Audit cross
checked the Cash Books, Bank Pass Books and Minutes Books and found
that there was no account of ¥ 1.42 lakh. The amounts were withdrawn
from SHG accounts either without approval of SHG members or without
proper record keeping (Appendix-2.10). The Community Resource
Persons who had to write the records, were responsible for such
accounting lapses.

2.1.8 Non-functional Centre of Excellence (CoE)

Government had decided to develop 15 best performing GPLFs as Centres of
Excellence under TRIPTI to act as demonstration models in social inclusion,
financial inclusion, economic inclusion, an immersion (training) centre to

2 (a) Social Service Committee (b) Finance and Fund Management Committee (c) Procurement and
Purchase Committee (d) Participatory Monitoring Committee (e) Utilisation Verification Committee and
(f) Livelihoods Promotion Committee
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provide training to Community Resource Persons, community staff and other
community institutions. An amount of I 1.70 crore (X 11.36 lakh X 15 CoEs)
was released (March 2014) to 15 CoEs of 10 districts for establishment of
CoEs.

On scrutiny of records of three CoEs, it was observed that none of the COEs
was functional as on the date of audit. While Meerabai GPLF in Balasore Block
refunded the entire amount, Kumursingha GPLF of Angul Block retained the
amount without utilisation as on the date of audit. Teragaon GPLF of
Mahakalpada Block was also lying defunct after incurring an expenditure of
< 7.82 lakh since June 2015.

BDO, Mahakalpada stated that since no instructions were issued for training,
the CoE was lying idle. BDO, Angul stated that no instruction was received
from the SMMU for formation of the CoE.

2.1.9 Conclusion

The objective of TRIPTI to enhance the socio-economic status of the poor and
disadvantaged groups was not fully achieved. “Bottom-up” approach was not
followed in project planning process. Top down planning prevented
participation of the Community Based Organisations at the lowest level. As the
State could not spend the entire credit, it was liable to pay commitment charges
to the IDA. Even after closure of the project in June 2015, substantial amounts
remained unutilised at SPMU and GPLF levels. Adequate number of GPLFs
was not created and minimum requirement of CIF fund was not provided to the
GPLFs, restricting micro-finance to rural poor. Due to non-functioning of six
mandatory committees in GPLFs, misappropriation of CIF, PPIF and IB funds
were observed. None of the GPLFs were registered under appropriate Acts, due
to which loans remained unrecovered from the SHGs. Achievements under
different livelihood programmes were poor due to delayed release of funds and
inadequate monitoring.

2.2 Audit of Thirteenth Finance Commission Award (2010-11 to
2014-15)

2.2.1 Introduction

Government of India had constituted 13™ Finance Commission (13th FC) in
November 2007 and its recommendations were effective for the period 2010-
15. Government of Odisha received a sum of ¥2107.16 crore under 13
Finance Commission for utilisation by Panchayati Raj Institutions (PRIs) on
four components®.

Audit of 13" Finance Commission Awards was conducted in nine Blocks** of
three districts (Khurda, Ganjam and Sundergarh) selected through random
sampling during April to August 2016. In each block, four Gram Panchayats

% Drinking Water Supply, Sewerage/Solid Waste Management (Rural Sanitation), Operational
Expenses and Maintenance of Roads and Bridges

2 Balianta, Begunia and Chilika; Ganjam, Sanakhemundi and Surada and Hemgiri, Lefripada
and Subdega
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(Appendix-2.11) were selected for checking the execution of works at grass-
root level and the audit findings are discussed below.

2.2.2 Financial Management

PRIs received funds under 13™ FC as Basic Grant (BG), Performance Grant
(PG) and Special Area Grant (SAG). While all States were given Basic Grant
and Special Area Grant from 2010-11, Performance Grant was released to
States from 2011-12 on fulfillment of nine conditions stipulated by 13" FC. The
Special Area Grant (basic and performance) was given to meet some of the
developmental works against needs of these areas.

During 2010-15, PRIs of the State received T 2107.16 crore® against the
recommendation of ¥ 2977.02crore by 13™ FC. The year-wise
recommendations and receipts are exhibited in the following chart.

Chart-1: Year-wise recommendation and receipt of grants by PRIs (X in crore)
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Audit observed the following deficiencies in availing of and utilising the 13"
FC Grants.

2.2.2.3 Loss of Performance Grant of ¥ 892.15 crore

The Performance Grant was released to States from 2011-12. The Commission
had recommended T 964.87 crore for Government of Odisha. However, the
State Government had fulfilled only six out of nine conditions, due to which the
PG was not released. Instead, ¥ 72.72 crore was recouped as the share from
Forfeited Performance Grant. The balance amount of ¥ 892.15 crore was not
released to the State Government.

2.2.2.4 Inadequate utilisation of fund

In addition to I 1886.17 crore received under the components General Area
Basic Grant and Special Area Basic Grant of 13™ FC, the PR Department also
received I 221 crore from the Rural Development Department of the State
Government for ‘Maintenance of roads and bridges’. The Department allotted
the whole amount to 30 District Rural Development Agencies (DRDAs) for

¥ BG:Z 1716.50 crore, SAG:Z 96.95 crore, FPG:¥ 72.72 crore and Maintenance of Road &
Bridges:X 221 crore
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utilisation in core service activities like drinking water, sewerage, solid waste
management (rural sanitation), operational expenses and maintenance of roads
and bridges.

Audit observed that DRDAs of the three test-checked districts (Ganjam, Khurda
and Sundergarh) had received T311.11 crore from 13" FC and released
3 308.53 crore (99.17 per cent) to blocks. However, DRDA, Sundergarh did not
release the amount of I2.58 crore to blocks received under the component
‘Maintenance of roads and bridges’ for the year 2014-15.

Nine test-checked blocks had received ¥ 55.44 crore during the grant period and
spent T 38.50 crore (69 per cent). The percentage of utilisation ranged between
49 and 85 while ¥ 16.94 crore remained unspent as of March 2015. As the test-
checked blocks did not maintain component-wise utilisation, Audit could not
analyse the reasons for short-utilisation of funds at GP and block level.

2.2.2.5 Delayed release of Grants

As per sub-para 4.2 of 13"™ FC guidelines issued by the Gol, funds must be
transferred to the concerned local body within five days of receipt from the Gol.

Audit observed that PR Department had released I 310.77 crore within five
days to the test checked DRDAs during the period 2010-15. However, these
DRDAS released T 237.01 crore to the blocks with delays of 3 to 145 days*® in
40 cases as detailed at Appendix-2.12.

Delay in release of funds by DRDAs impacted further release of funds by test
checked blocks to Gram Panchayats (GPs) for Rural Sanitation. In Chilika,
Balianta, Surada and Hemgiri blocks, the actual amount released to GPs was
not available. In the remaining five blocks, in 26 out of 33 cases, there was
delay of more than 30 days (ranging between 28 and 1677 days) while in the
remaining seven cases, the delay was within 30 days. The total amount involved
in all these cases was I 6.84 crore. In Lefripada, an amount of ¥ 80 lakh
received in December 2012 was not transferred to GPs till the date of audit, due
to which the GPs could not take up the projects.

While PD, DRDA, Ganjam stated (June 2016) that the delay was due to
imposition of Model Code of Conduct during the elections, PD, DRDA,
Sundergarh attributed (July 2016) the delay to late receipt of sanction orders
and funds.

The reply is not acceptable as Model Code of Conduct was in operation only in
early 2014. Further, the funds were released simultaneously to all DRDAs.
Planning and implementation

2.2.3 Drinking Water Supply

The Operation and Maintenance (O&M) of drinking water supply system
including hand pumps and Village Piped Water Supply (PWS) projects was

26 Khurda: 4 to 82 days in 12 cases, Ganjam: 3 to 91 days in 16 cases and Sundergarh: 30 to 145
days in 12 cases
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being directly managed by the GPs. The O&M cost of these projects was to be
met out of these funds provided to GPs. The expenditure by GPs included the
payment on energy charges, procurement of spare parts, deployment of mobile
vans for repair of PWS and salary of Rural Water Supply and Sanitation
(RWS&S) employees deployed at GPs.

2.2.3.1 Non maintenance of updated data base

As per the operational guidelines issued by Government of Odisha on
‘Operation and Maintenance System of Rural Drinking Water Supply Assets in
Odisha’, Junior Engineer (JE)-II, RWS&S is to keep record of all hand pump,
tube wells, location of tube wells with an identification number, data of
operational and non-operational tube wells etc.

Scrutiny of records of the JE-II, RWS&S of nine blocks showed that all the JEs
maintained lists of tube wells without recording details like date of installation,
location, identification number, operational status, etc. As proper database was
not maintained, micro plan could not be prepared for undertaking proper
maintenance.

2.2.3.2 Non-handing over of Drinking Water Projects to Gram Panchayats

The guidelines for repair of tube wells state that the list of Drinking Water
Projects along with location and details of history sheets, completion plan and
salient features shall be handed over to GP/Block by the JE-I, RWS&S. The GP
is to take charge of the projects for repair/maintenance.

Audit found that 324 PWS and 10,815 tube wells operating in nine test checked
blocks were not handed over to the GPs. As such, immediate repair/
maintenance was not possible and registration of complaints by the villagers
was not convenient.

Audit further found that due to non-handing over of assets, there was no scope
for preparation of micro plan by the GPs for O&M of assets. So, grass-root
level planning was missing.

While accepting the Audit observation, the BDO stated (May-August 2016) that
handing over was done in 14" FC period.

2.2.3.3 Non-disbursement of grants to GPs

Sub-para 11 of the General Guidelines envisages that 92 per cent of 13" FC
Grants were to be released directly to GPs for basic services under drinking
water, rural sanitation etc., in order to strengthen the GPs. The O&M of
Drinking Water Supply System, including hand pumps and village piped water
projects, was being directly managed by the GPs out of the grants. The balance
amount i.e. eight per cent was to be released to blocks for maintenance of
accounts and database, regular audit of accounts, for meeting remuneration of
Computer Programmers and Maintenance of Local Area Network.

Audit observed that funds under the above mentioned components were not
directly released to GPs; rather they were routed through the respective blocks.
Further, the blocks and GPs, after receiving the funds from DRDAs, had not
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maintained the cash books component-wise, as a result of which it was not
possible to ascertain the details of utilisation in blocks and GPs.

As per information received from DRDAs of Khurda and Ganjam, six test
checked blocks?’ had received T 15.99 crore, ¥ 14.75 crore and ¥ 1.71 crore
under the components Drinking Water Supply, Rural Sanitation and
Operational Expenses respectively, during 2010-11 to 2014-15. In Sundergarh,
district, three blocks received funds of I 17.51 crore (Hemgiri: ¥ 6.55 crore,
Lefripada: ¥ 5.96 crore and Subdega: X 5 crore) from the DRDA and these were
to be disbursed to the GPs. However, DRDA had not released the funds
component-wise due to which it was not possible to segregate the funds
received under each component.

Audit could not ascertain the amount disbursed to 160 GPs of nine blocks due
to improper maintenance of records from 2010-11 to 2014-15. The Gram
Panchayat Extension Officer (GPEO) and JE-II, RWS&S of nine blocks
informed Audit that the allotment for O&M of tube wells and PWSs was totally
retained at block level. Procurement was done by Block Level Purchase
Committee (BLPC) and the block directly handled O&M of Tube Wells and
PWS. During joint physical inspection conducted with Block officials, it was
found that 18 Tube Wells and PWS stand posts had been dysfunctional for the
last four to five years. However, the JE-II, RWS&S had no record of the
defunct stand posts.

The BDOs stated (August 2016) that due to non-receipt of specific instruction
from PR Department, they had not transferred the grants to GPs.

2.2.3.4 Purchase of spare parts without assessment

As per operational guidelines, a GP level Purchase Committee headed by the
BDO is to be formed with Assistant Engineer and Junior Engineer, RWS&S as
other members for procurement of materials for repair/rejuvenation of Water
Supply System (hand pump, tube wells and PWS). The requirement of spare
parts for this purpose is to be assessed by the JE-II, RWS&S.

JE-II, RWS&S of three Blocks (Chilika, Hemgiri and Surada) had submitted
requirement of spare parts for O&M of tube wells, hand pumps and PWS to the
Block Level Purchase Committee (BLPC) which was approved by the AEs
(RWS&S). On the basis of this assessment, BLPC purchased the required
materials.

Audit observed that the assessment was improper as the stock registers showed
111 items remaining idle in block stores since April 2015. Since 13" FC closed
in March 2015 and spare parts were purchased under 14™ FC at GP level, there
was no scope for use of this additional stock worth I 38.05 lakh since April
2015. This indicated that the requirement was not properly assessed by JE-II,
RWS&S.

" Chilika, Begunia, Balianta (Khurda) and Ganjam, Sanakhemundi, Surada (Ganjam)
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In Begunia, spare parts worth I 38.44 lakh were purchased during 2012-13 to
2014-15. However, there was no record regarding their utilisation. Further, no
indent was received from the GPs.

BDO, Begunia stated (May 2016) that purchases were made as per annual
requirement and BDO, Chilika stated (May 2016) that the materials were kept
in store for emergency requirement. However, idling of stock even after closure
of the scheme is indicative of procurement of stock without any assessment.

2.2.3.5 Purchase and utilisation of spare parts
(i) Doubtful payment of ¥5.41 lakh by RWS&S wing

As per Orissa General Financial Rules (OGFR) (Vol-I), a muster roll in
C.P.W.A Form 21 should be prepared for works done by daily labour. When a
work is executed departmentally, muster roll is to be maintained for the
labourers on which their thumb impression or acknowledgment is to be taken in
token of receipt of wages.

During test check of records of RWS&S at Chilika block, Audit observed that
payment of ¥ 5.41 lakh was made on daily labour without muster roll, hire
charges of vehicle, repair of tube wells and purchase of spares without bill.
Though the JE-II showed the muster roll in support of the payment, the same
was, however, just an attendance sheet where item of work, rate or amount of
payment was not mentioned.

The BDO replied that a muster roll was maintained. The reply was not
acceptable as the muster roll was only one attendance sheet. Further, the reply
was silent on hire charges of vehicles.

(ii) Non maintenance of records and discrepancy in utilisation of spare parts
(RWS&S)

As per operational guidelines, the JE-II, RWS&S of block is to look after
maintenance of the assets created. Further, the spare parts procured are to be
kept by JE-II, RWS&S in his custody who deploys a mobile team immediately
for attending to the complaints with spare parts. On attending the complaints,
the mobile team is to obtain signature of an adult member of the habitation as a
token of repair work done and, after return to block, the team is to record the
type of repair done for each tube well and spare parts used.

Scrutiny of records showed that account of the spare parts replaced had not
been maintained. There was only Issue Register and Register of use of spare
parts was not maintained. The spare parts issued to the mobile team were never
returned, which meant that the spares issued were fully utilised. The exact
quantity and type of materials issued was not recorded. Further, the mobile
team never obtained signature of any member of the habitation and never
recorded the type of repair done for each tube well and spare parts used.

The BDO stated that the spares were actually used and replaced spares were
also in the store but due to improper stock-taking, these parts might not have
been taken into account. The reply was not acceptable as valuable articles were
not found in the stock during Joint Physical Inspection (JPI).
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Test check of stock registers in nine blocks showed that in Chilika, Subdega
and Surada, there was a difference between quantity of items issued and old
items returned. In Surada, there was no acknowledgement of Self Employed
Mechanics (SEMs)/ khalasis to the stock received for replacement and no
attestation of JE-II on the issue of stores. The value of differential items was
< 73.66 lakh which is detailed in Appendix-2.13.

2.2.3.6 Non-maintenance of Complaint Register

As per operational guidelines, JE-II, RWS&S is to keep and maintain properly a
complaint register with him at block level to receive the complaint on repair of
tube wells. The register was to be updated regularly.

Audit observed that out of nine blocks, Balianta had not maintained complaint
register. In the remaining blocks, complaint registers were not updated after
repair of tube wells and PWS. The JE-II, Chilika stated that the tube wells were
repaired but date of repair was not noted in register. However, due to improper
maintenance of register, Audit could not ascertain whether the repair of such
tube wells and PWS were done in time.

2.2.3.7 Non-conduct of physical verification of spare parts purchased

As per operational guidelines, the AE, RWS&S is to verify the stock of spare
parts every six months. As per Rule 111 of OGFR, physical verification of all
stores is to be made at least once in every year by the Head of Office or any
authorised officer. Scrutiny of stock records at nine test checked blocks showed
that the stock of spares at blocks had not been verified by the AE, RWS&S or
the head of the Office, which led to deficiency of stock materials as described
below.

Shortage of RWS&S stock

Rule 100 of OGFR provides that all stores received are to be examined,
counted, measured or weighed when delivery is taken. The store-in-charge is
required to give a certificate that he has actually received the materials and
recorded them in the stock register. Further, as per Rule 101, the store-in-charge
should see that an indent in the prescribed form is made by an authorised person
when materials are issued from the stock.

On scrutiny of the stock and issue registers (spare parts of tube well) in Chilika
and Subdega blocks, Audit found that the stock registers were not in proper
form, annual assessment was not made and there was no system of indenting.
The spare parts of tube wells were issued to the mobile team who never
returned unused materials. Test check of stock and issue register of spare parts
of tube well materials from March to May 2014 and April 2015 and JPI of stock
with reference to stock register showed that there were discrepancies in opening
and closing balances of spare parts of tube wells and shortages of stock valued
at ¥9.26 lakh in Chilika and Subdega blocks. This included discrepancy of
T 8.98 lakh observed during JPI of stock of spare parts for O&M of tube well
and PWS conducted in presence of JEs-II (RWS&S) (Appendix-2.14).

Neither the AE, RWS&S had verified the stock register not had the BDO
conducted the physical verification of stock every year. However, neither the
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shortages of stock of ¥9.26 lakh were made good nor any action was taken
against the delinquent officials.

The BDOs stated (May-August 2016) that the stock and store registers were
updated. However, Audit observed that the shortage/discrepancy still persisted
(September 2016).

2.2.3.8 Joint Physical Inspection of Drinking Water Supply assets

As per the mechanism envisaged in operational guidelines for timely repair of
assets, Self Employed Mechanics (SEMs) are deployed at GP level for minor
repair and maintenance. SEMs report the major complaints to GP office that are
beyond their reach. A maintenance crew consisting of four staff members
headed by fitter Mistry was placed at block level to attend the major repairs.

The operational status of TWs/PWS observed in JPI by Audit team and
Panchayat level officials and statement of 178 beneficiaries interviewed in 36
selected GPs (Appendix-2.15) showed the following:

e Out of 178 beneficiaries interviewed, 125 had been using tube well
water and only 53 beneficiaries used PWS water.

e Twenty-four beneficiaries in Balianta, Surada and Lefripada blocks
complained of iron content and 31 reported unclear tube well water.

e Six tube wells were defunct in four blocks and 12 stand posts were
defunct in three blocks.

Audit observed that though the blocks purchased spare parts at their level,
TWs/PWS were, however, not repaired timely. So, due to inadequate action of
Designated Officer and Revisional Authority (BDO), the objective of mitigating
scarcity of drinking water in rural areas could not be fully achieved.

2.2.4 Sewerage and Solid Waste Management (Rural Sanitation)
2.2.4.1 Non-preparation of Perspective Plan and Annual Action Plan

As per Clause 16 of General Guidelines of 13™ FC issued (August 2010) by
Government of Odisha, for successful implementation of projects under Rural
Sanitation, there was to be a five year Action Plan based on the prescribed
parameters from which the Annual Action Plan (AAP) was to be prepared. The
Palli Sabhas and Gram Sabhas being at the bottom level were to recommend the
projects to be undertaken. The consolidated Perspective Action Plan (PAP) was
to be duly approved by the Palli Sabha/Gram Sabha.

Scrutiny of records in all test checked blocks showed that Five Year Action
Plans were prepared for Rural Sanitation by the three test checked DRDAs. In
Ganjam and Sundergarh, there was no recorded evidence that the projects were
mooted by Palli Sabhas/Gram Sabhas before their inclusion in the PAP or the
AAP. In Chilika, when compared with Gram Sabha proceedings of three GPs
(Singeswar, Hatabaradiha and Biribadi) for the year 2014-15, Audit found that
none of the projects matched with PAP.
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2.2.4.2 Non-execution of sewerage and SWM activities and misrepresentation
of guidelines

The core service sectors defined by the Government of India while allocating
funds to PRIs under 13" FC were drinking water supply, sewerage and solid
waste management. However, Government of Odisha, after receipt of funds,
issued general guidelines wherein it termed the component as Sewerage/Solid
Waste Management (Rural Sanitation) and instructed the Collectors to take up
CC Roads with drains inside the villages/habitations of the GPs on priority.
Further, GPs were allotted funds on the basis of their population.

Accordingly, CC roads with drains were planned in every GP and executed,
wherever possible. However, no sewerage and SWM activity was planned or
taken up in the rural areas under 13" FC. 1t may be mentioned here that CC
roads had been executed in the rural areas under several flagship schemes™ of
both Central and State Government. So when the GPs were unable to spend the
allotted funds (an amount of ¥ 1.90 crore lying unspent in 36 GPs of nine test
checked blocks), a part of the allotted amount could have been spent towards
sewerage and SWM activities like street sweeping, awareness campaign etc.
During JPI, in two (Kalkaleswar in Chilika Block and Jhintisasan in Balianta
Block) out of 36 GPs test-checked, Audit found construction of only drains. In
the remaining GPs, there were either CC roads with drains or only CC roads.
Such deviation from the guidelines deprived the rural people of the benefits of
sewerage system, solid waste management and sanitation in their area.

2.2.4.3 Non-execution of drains alongwith CC roads

In four” out of nine test checked blocks, five year Action Plans were prepared
for execution of Rural Sanitation (CC Road with drain or only drain) projects.
Audit found that 1036 projects with drain component were planned, out of
which drain was included in the estimate of 748 projects.

However, the actual execution of the Rural Sanitation component in field was
different as found in JPL. Out of 107 roads inspected, in 24 projects, drain was
included in the estimate. However, the drain was executed in five cases only. In
19 cases, there was no drain, the percentage of deviation being 79 per cent.
Though the projects were approved by DRDAs with the nomenclature ‘road
with drain’ and the project estimates had the provision for drains, in 21 per cent
cases, only drains were constructed. DRDAs had never monitored this aspect.
Thus, State Government’s decision to build CC roads excluding the SWM and
sewerage facilities defeated the objective of the component.

Commissioner-cum-Secretary, PR Department accepted (September 2016) that
misrepresentation had occurred in some places of Chilika and Balianta blocks
of Khurda district. However, he assured of giving the factual report after due
verification and collection of information from district authorities.

* PMGSY-Pradhan Mantri Gram Sadak Yojana, MPLAD-Member of Parliament Local Area
Development, MLALAD-Member of Legislative Assembly Local Area Development, CC
Road-Cement Concrete Road, GGY-Gopabandhu Grameen Yojana, IAP-Integrated Action
Plan, BRGF-Backward Region Grant Fund, 3™ SFC-Third State Finance Commission

2 Chilika, Balianta, Begunia and Surada
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2.2.5 Taking up new construction in lieu of repair and maintenance works
under the component ‘Maintenance of Roads and Bridges’

The State Government had issued (June 2011) guidelines for another 13" FC
component ‘Maintenance of Roads and Bridges’ wherein maintenance of
existing roads and bridges was envisaged. However, the blocks carried out only
new constructions and the DRDAs, while approving their plans, did not use the
funds for repair/maintenance works. As a result, an amount of I 5.66 crore
allotted to nine blocks was spent on new construction of roads and bridges.

Audit observed that the component was only used for construction of internal
CC roads in villages. During JPI, it was found that 15 out of 124 CC roads™
were damaged and needed repair. However, instead of taking care of existing
roads to enhance their design life, new assets were created. The prescribed
priorities for selection of CC Road projects were also not observed as funds
were distributed equally among the blocks.

Commissioner-cum-Secretary, PR Department stated (September 2016) that the
guidelines were self-explanatory and, wherever necessary, clarifications were
issued.

The reply was not acceptable as the Government had also the responsibility to
enforce the guidelines through agencies like DRDA with suitable monitoring
mechanism.

2.2.6 Execution of inadmissible works

Check of records and JPI of projects in nine blocks showed that 33 projects
executed were inadmissible under the scheme on which ¥ 87.84 lakh was spent.
The details are given in Appendix-2.16.

2.2.7 Execution of projects with estimated cost below ¥3 lakh

The guidelines issued by PR Department, which were relevant up to October
2014, stipulated that no project under Maintenance of Roads and Bridges
should be executed with estimated cost below I 3 lakh. However, it was found
that 15 projects in four blocks with individual estimated cost below X 3 lakh
were executed between 2012 and 2014 as shown in Appendix-2.17. All the
projects were new constructions.

2.2.8 Other points of interest

(i) Deficiencies in execution of roads constructed under the scheme

PR Department had specified®’ in guidelines of schemes like CC Road and
GGY the non-negotiable items which were to be adopted during execution of
CC Roads. The items inter alia included provision of appropriate thickness,
proportion of concrete mix, proper compaction, maintaining 3 to 3.5 metre

** In Chilika, Ganjam and Subdega blocks, six out of 17 roads constructed under different
schemes were found damaged in JPI of compliance audit and in nine test checked blocks, nine
out of 107 GP roads constructed under 13™ FC were damaged as witnessed in JPI

3! CC Road guidelines-September 2010 and February 2013, GGY guidelines 2006, February
2013 and May 2013 supplemented by Ministry of Road Transport and Highways,
Government of India (MORTH) specifications
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breadth and provision of cut off etc. The JPI team verified 77 CC roads in six
test checked blocks and found that 14 of these roads did not meet the prescribed
thickness. In JPI, Audit found that length and breadth had been compromised in
respect of 34 roads