Audit Report (Local Bodies) for the year ended 31 March 2007
Chapter II - Performance Reviews

a
PERFORMANCE AUDIT REVIEWS 
AND LONG PARAGRAPHS

This chapter contains performance audit on National Employment Guarantee Scheme in Andhra Pradesh (2.1) Financial Management of Vijayawada Municipal Corporation including Information Technology Audit (2.3) and a long para on Functioning of Zilla Praja Parishads (2.2) 

PANCHAYAT RAJ INSTITUTIONS

2.1
National Rural Employment Guarantee Scheme in Andhra Pradesh


Highlights 
Government of Andhra Pradesh(GOAP) launched the National Rural Employment Guarantee Scheme in February 2006 in 13 districts of the state, in accordance with the National Rural Employment Guarantee Act, 2005, enacted by the Government of India(GOI).  The main objective of the scheme is to provide 100 days of guaranteed wage employment in every financial year to every rural household whose adult members volunteer to do unskilled manual work.  A review on the implementation of the scheme in the state revealed the following:-

Employment Guarantee Scheme funds to the extent of Rs 38.08 crore were diverted to other schemes.

(Paragraph 2.1.9.4)

Of the 23.39 lakh rural households, who were provided employment during the period from February 2006 to March 2007, the targeted 100 days of employment in a financial year was achieved only in respect of 79,969 households (3 per cent) resulting in non-achievement of the main objective of the scheme.

(Paragraph 2.1.10.4)

Though payments of wages were delayed beyond 15 days to 53 per cent of the test checked labourers, no compensation was paid. 

(Paragraph 2.1.10.5)

Out of the works shown as completed, it was observed that 45 per cent of works were closed after incurring expenditure of less than 50 per cent of their estimated cost.  Closure of works after partial execution had adverse implications on creation of durable assets, a key objective of the scheme besides rendering the expenditure unfruitful. 
(Paragraph 2.1.11.2)
In the 13 districts (phase I), expenditure of Rs 147.38 crore was incurred on ineligible works during 2006-07.
(Paragraph 2.1.11.3)
Since statutory records at Mandal/GPs were either not maintained or incompletely maintained, audit could not ensure that the provision of legal guarantee of 100 days employment had been translated into action. 

(Paragraph 2.1.12)

Social audits were not conducted at regular intervals thereby defeating the objective of public vigilance in evaluating the quality of the works. 

(Paragraphs 2.1.13)

2.1.1
Introduction

To provide for the enhancement of livelihood security of households in rural areas, the Government of India (GOI) enacted (September 2005) the National Rural Employment Guarantee Act (NREG Act), 2005.  For the purpose of giving effect to the provisions of the Act, it was envisaged that every State Government shall formulate a State Rural Employment Guarantee Scheme (REGS), which should conform to the minimum features specified under the Act. Government of Andhra Pradesh (GOAP), in accordance with the Act introduced Andhra Pradesh Rural Employment Guarantee Scheme (APREGS) in February 2006 in 13
 districts.  After the Act comes into force, all the rural households have the right to register themselves with the Gram Panchayats (GP) and seek employment under the Act.  Work was to be provided within 15 days of the date of demand, failing which the State Government was to pay unemployment allowance at stipulated rates.

The Centrally Sponsored Scheme is on a cost sharing basis between the Centre and the States in the ratio of 90:10.  Under NREG Scheme, GOI was to bear (i) the entire cost of wages to unskilled manual workers (ii) 75 per cent of the cost of material and wages to skilled and semi-skilled workers (iii) administrative expenses (two per cent during 2005-06 and 2006-07 and four per cent from 2007-08) and (iv) administrative expenses of the Central Employment Guarantee Council.  The State Government was to bear 


(i) 25 per cent of the cost of material and wages for skilled and semi-skilled workers (ii) expenses on unemployment allowance and (iii) administrative expenses of the State Employment Guarantee Council. Detailed Operational Guidelines have been issued by the Ministry of Rural Development, GOI and Department of Rural Development, GOAP under the provisions of the Act.

2.1.2
Objectives of the Programme

2.1.2.1
Primary objectives
The primary objectives of APREGS are to:

· provide legal guarantee for 100 days employment in a financial year to every rural household whose adult members volunteer to do unskilled manual work; and

· create durable assets for Gram Panchayats.

2.1.2.2
Secondary objectives

The secondary objectives of the programme are to:

· protect environment

· empower rural women; and 

· reduce rural-urban migration and fostering social equity.

2.1.3 
Organisational Structure

The State Government formulated Rural Employment Guarantee Scheme in consonance with NREGA.  It has set up State Employment Guarantee Council (SEGC) at State level (May 2006) and designated the Commissioner, Rural Development as State Employment Guarantee Commissioner (Commissioner) assisted by the Director, Employment Guarantee Scheme for ensuring all the activities required to fulfill the objectives of the Act, are carried out and to give administrative, financial and technical support to the District Programme Coordinators, Programme Officers(POs), Panchayat Raj Institutions (PRIs) and all other agencies involved in implementation.  He is assisted by the Director, Strategy and Performance Innovation Unit (SPIU) in conduct of social audits.

The State Government designated the District Collector as the District Programme Coordinator (DPC) for the overall co-ordination and implementation of the scheme in the District.  The programmes are implemented by District Water Management Agencies (DWMA) at the District level.

A full time officer was appointed as the Programme Officer at Mandal level.  Programme Officer/Mandal Parishad Development Officer (MPDO) is primarily responsible for implementation of the scheme in the Mandal.  They are also responsible for matching the works with labour demand, scrutinise GP plans, maintenance of shelf of works and create awareness among wage seekers about their rights and entitlements under the Act.

The GP has a pivotal role in the implementation of REGS. It is responsible for planning of works, registering households, issuing job cards, allocating employment, executing 50 per cent of the works and monitoring the implementation of the Scheme at the village level.

Funding Pattern
· The DWMA receives GOI’s share and State’s share of funds through DRDAs
. The Project Directors, DWMAs release the funds to the MPDOs for implementation of the scheme at Mandal and GP level. The funds are kept in separate bank accounts opened for operating the scheme.

FUND FLOW CHART

Monitoring authorities
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2.1.4
Audit Objectives

Performance review of the Rural Employment Guarantee Scheme was conducted to examine whether:

· there exists proper planning for implementation of the scheme.

· funds were released to the implementing agencies and expenditure incurred there from as per guidelines.

· the scheme was implemented in true spirit and achieved its objectives.

· there was effective and adequate mechanism at different levels for monitoring and evaluation of implementation of the scheme.

2.1.5
Audit criteria

The following criteria were adopted:

· NREG Act and notifications issued thereunder, operational guidelines issued by the GOI, Operational Manual 2006 issued by the State Government; and

· Circulars and instructions issued at State level.

2.1.6
Audit scope and sampling 

Of the 13 districts implementing the scheme in the State, five
 districts were selected using simple random sampling without replacement (SRSWOR) method, 17
 rural Mandals in the five sample districts (using SRSWOR method) and four Gram Panchayats in each selected Mandal (using probability proportionate to size (PPS) method) were selected for detailed study.  Audit test checked (May-August 2007 and March 2008) the records relating to the implementation of the scheme in the offices of Director, EGS; Project Directors, DWMAs at District level; MPDOs at Mandal level; and Gram Panchayats at GP Level during the period February 2006-March 2007.  An entry conference was held in May 2007 with the Principal Secretary, Rural Development; Commissioner, Rural Development and Director, EGS wherein the methodology of Performance Audit was explained.  An exit conference was held in September 2008 with the above officers.  The replies furnished by the Government have been taken into account while formulating audit observations.

2.1.7
Audit findings

The audit findings are discussed in the succeeding paragraphs

2.1.7.1
Preparatory Steps

Rural Employment Guarantee Scheme and State Employment Guarantee Councils.

As per Section 32 of the Act, the State Government is required to frame necessary rules in line with the provisions of the Act.  It was noticed in audit that although the scheme was introduced in the State from February 2006, the State Government did not frame rules for implementation of the scheme even after two years from the promulgation of the Act.  Thus, the scheme was being implemented in the State without any legal framework.  During the exit conference (September 2008), the State Government while accepting the non formulation of rules informed that employment guarantee fund rules and social audit rules have since been formulated.

For the purpose of regular monitoring and reviewing the implementation, the NREG Act stipulated that each State Government should constitute a State Employment Guarantee Council (SEGC).  Though the State Government constituted the SEGC in May 2006, the Council is yet to identify the preferred works to be taken up under NREGA.  The council has met only thrice instead of the mandatory six meetings in a year during 2006-07.  In accordance with the Act, the SEGC prepared the annual reports for the years 2005-06 and 2006-07 which were presented to the State Legislature in November 2007.  In the SEGC meetings
 it had recommended (i) for submitting proposals to GOI for allowing the work of construction of basement for the housing programme as permissible works under NREGA (ii) for making wages fortnightly without any deviations (iii) for conduct of social audit in all EGS districts at Mandal level by NGOs instead of by the Gram sabhas as provided in the Act, as it was time taking process for Gram sabhas to acquire audit skills and (iv) for maintenance of Assets Register at GP level as many schemes are implemented a GP level.

2.1.8
Planning

Planning is important for successful implementation of a scheme.  A key indicator of success is the timely and adequate generation of employment while ensuring that the design and selection of works are such that good quality assets are created.  The basic aim of the planning process is to ensure that each District is geared up in advance to offer productive employment on demand.

2.1.8.1
 District Perspective Plan (DPP)

The District Perspective Plan (DPP) was to be prepared having a developmental perspective for the districts and linkages between the types of REGS works and long term employment generation and sustained development.  Further, demand for employment in each district was to be drawn up based on decisions taken in the Grama Sabha meetings.  It was, however, noticed that the DPPs were not prepared by any of the five test checked districts in the State for the year 2006-07.  The Principal Secretary, PR & RD while accepting (September 2008) the audit observation on non preparation of DPPs stated that the list of works prepared in the Mandal Computer Centre (MCC) served the purpose till the DPPs were prepared.  The fact remains that in the absence of DPPs, the long term perspective is missing.

2.1.8.2
Annual Plans

The Annual Plan is a working plan that identifies the activities to be taken up on priority in a year. This Annual Plan will indicate for each project (a) time frame (b) person days to be generated (c) full-cost (d) assets to be created etc.  It was observed in audit that the Annual Plans in 5 test checked districts in the State did not indicate the timeframe for each project or the specification of physical assets and enduring outcomes.  The State Government did not prescribe the time frame for each level i.e. GP, Mandal  and District for proposing, scrutinising and approving REGS works.  In the absence of specification of physical assets and enduring outcomes in the Annual Plans, no meaningful comparison of actual achievements vis-à-vis plans was possible.  It was observed that 42,325 works were shown as completed (March 2007) though the expenditure incurred was less than 50 per cent of their estimated values.  This indicated that either the works were abandoned midway resulting in non creation of durable assets or the works were completed but the initial planning was exaggerated with faulty estimates of quantities required for completion.
The State Government while admitting (October 2008) that the initial estimates were faulty, attributed the abandonment of works to reluctance of farmers to come forward for execution of work on their lands.

2.1.9
Fund Management

The total financial assistance provided by the GOI and GOAP up to 31 March 2007 was Rs 1083.93 crore.  Of this, the State Government utilized Rs 640.88 crore (59 per cent), as detailed below:-


(Rupees in crore)

	Opening balance
	Nil

	Funds released by GOI for 2005-07
	1028.12

	Funds released by GOAP for 2005-07
	55.81

	Total funds available
	1083.93#

	Expenditure incurred (up to March 2007)
	640.88

	Closing balance as on 31 March 2007
	443.05*


# for receipts, the inter district transfers and funds released under National Food For Work Programme (NFFWP) were not taken into account

*Excludes balances available with Mandals

The expenditure under the scheme worked out to 59 per cent of the funds available during 2005-07. Scheme funds of Rs 443.05 crore remained unutilised (in bank accounts) as of March 2007 with the Additional District Programme Coordinators (PDs, DWMAs).

The details of funds received from GOI and the State Government and expenditure incurred under the scheme as certified by the Chartered Accountants in the test checked districts during 2005-07 are given below:

(Rupees in crore)
	
	Kadapa
	Karimnagar
	Medak
	Nizamabad
	Warangal
	Total

	Opening balance
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil

	Funds received from GOI
	111.42
	119.31
	31.17
	115.18
	17.78
	394.86

	Funds received from the State Government
	12.35
	0.98
	1.20
	0.73
	1.95
	17.21

	Total funds available #
	123.77
	120.29
	32.37
	115.91
	19.73
	412.07

	Expenditure up to March 2007
	64.28
	36.30
	32.28
	35.68
	35.62
	204.16

	Closing balance as of 31 March
	59.49
	83.99
	0.09
	80.23
	(-) 15.89*
	207.91


# for receipts, the funds transferred from other districts and releases under NFFWP were not taken into account

* excess expenditure was met out of NFFWP funds

It would be seen from above that the test checked districts could utilise only 50 per cent of the available funds during 2005-07.  This was mainly due to non-completion of works and non provision of 100 days employment to all the registered house holds provided with employment as discussed in para 2.1.10.4.

2.1.9.1
State Employment Guarantee Fund

NREGA stipulated establishment of “State Employment Guarantee Fund (SEGF)” by the State Government for the purpose of implementation of the scheme. State funds should be released within 15 days of the release of the central funds.  It was noticed that the SEGF was not established so far.  Even after a lapse of two years, the Central and State share of funds were released directly to the implementing agencies, i.e. Project Directors, DWMA through DRDAs.  It was further observed that during 2006-07, there were delays ranging from 12 to 220 days in release of State share.  Government attributed (October 2008) the delay to ‘exhaustion of State Budget’ in 2006-07.

2.1.9.2
Non release of matching share by State Government
GOI released (December 2005) Rs 28.75 crore towards an advance grant for making preparatory arrangements and for smooth launching of NREGA during 2005-06 in 13 EGS districts (phase I, at Rs 25 lakh each for non recurring expenses, Rs 10 lakh for preparation of perspective plan and Rs 5 crore for starting of employment works in five6 non NFFWP districts) with a stipulation for the State to contribute its share for works as applicable under NREGA guidelines.  However, the State Government had not released its matching share of Rs 2.78 crore against the amount of Rs 25 crore released by GOI to the five non-NFFWP districts during 2005-06.  The Government while admitting the lapse stated (October 2008) that as the amount was released towards preparative arrangements, State’s matching share was not provided.  The reply is not tenable as the audit observation pertains to that part of funds provided by GOI for execution of works and not for the amount provided for preparation of District Perspective Plans.

2.1.9.3
Excess administrative expenditure
The NREGA stipulates that the administrative cost of the scheme should not exceed 2 per cent of the total budget (inclusive of State share) spent on NREGA.  During 2006-07, an amount of Rs 45.20 crore was expended towards administrative expenses in 12 out of 13 EGS (phase I) districts against the permissible limit of Rs 9.51 crore.  This has resulted in excess administrative expenditure of Rs 35.69 crore as detailed in Appendix-2.  The Government while accepting the audit observation stated (October 2008) that the high administrative expenditure was due to certain initiatives taken by the Government viz., establishment of Mandal Computer Centre, conducting of social audit, awareness and training programmes, etc.  The reply is not tenable as the administrative cost over and above the prescribed limit should have been borne by the State Government.

2.1.9.4
Diversion of scheme funds:

Against Rs 263.79 crore released (GOI and GOAP) to three7 EGS districts (up to March 2007) test checked, an amount of Rs 38.08 crore (14.44 per cent) was diverted to other schemes.  Of this, an amount of Rs 19.31 crore was recouped in 2006-07 leaving Rs 18.77 crore unadjusted till the end of March 2007.  The Government stated (October 2008) that the balance amount was also recouped in subsequent years.  Audit observed that the recoupment was made with delays ranging from 8 to 20 months with corresponding adverse impact in generation of employment during the period (Appendix-3). 
2.1.9.5
Advances pending adjustment
As of March 2007, Rs 29.94 crore advanced by DWMAs remained unadjusted with the executing agencies/individuals.  Of this, an amount of Rs 13.08 crore8 was adjusted with delays ranging from six to twenty four  months leaving Rs 16.86 crore9 unadjusted as of October 2008.

Similarly, as of March 2007, Rs 12.74 crore advanced by the Mandal authorities remained unadjusted with the executing agencies/individuals.  In the test checked Mandals, against advances of Rs 19.50 lakh pending adjustment as of March 2007, Rs 10.11 lakh was adjusted with delays ranging from 10 to 20 months, leaving Rs 9.39 lakh unadjusted as of October 2008.

2.1.10
 Implementation of the scheme

2.1.10.1 
Registration and Issue of Job Cards

The scheme is open to all rural households willing to undertake unskilled manual work.  The entitlement of 100 days of guaranteed employment in a year is in terms of household which can be shared within the household.  Those who register and apply for work are entitled to be provided with employment.  The details of households registered under the scheme and provided employment as of March 2007 were as given below-:

	District
	No of rural house-holds
	No of households (in lakh)
	Provided with job for 100 days
	Maximum person 

days entitled


	Person days provided
	Expendi-ture 

(Rupees in lakh)

	
	
	Registered
	Issued job cards
	Demanded job
	Provided

with job
	
	
	
	

	Adilabad
	3.90
	3.02
	3.02
	1.44
	1.44
	6453
	302
	48.62
	4319.43

	Anantapur
	5.89
	5.43
	5.43
	2.41
	2.41
	15528
	543
	97.61
	9299.42

	Chittoor
	6.70
	5.13
	5.13
	2.37
	2.37
	17908
	513
	100.84
	8297.30

	Kadapa
	4.63
	3.81
	3.81
	1.97
	1.97
	9383
	381
	80.01
	6428.21

	Karimnagar
	6.68
	3.18
	3.18
	1.64
	1.64
	2899
	318
	41.88
	3629.88

	Khammam
	4.87
	4.49
	4.49
	1.80
	1.80
	2799
	449
	46.03
	4290.28

	Mahabubnagar
	6.21
	5.39
	5.39
	2.40
	2.40
	5841
	539
	63.09
	5178.76

	Medak
	4.44
	2.48
	2.48
	1.20
	1.20
	3272
	248
	36.24
	3227.97

	Nalgonda
	6.32
	5.45
	5.45
	2.59
	2.59
	4023
	545
	63.33
	5673.73

	Nizamabad
	4.05
	2.33
	2.33
	1.22
	1.22
	4613
	233
	39.37
	3568.35

	Rangareddy
	3.26
	1.71
	1.71
	0.72
	0.72
	2286
	171
	25.72
	2756.47

	Vizianagaram
	4.23
	3.65
	3.65
	1.58
	1.58
	2655
	365
	42.92
	3856.42

	Warangal
	5.97
	4.61
	4.61
	2.05
	2.05
	2309
	461
	46.74
	3562.36

	Total
	67.15
	50.68
	50.68
	23.39
	23.39
	79969
	5068
	732.40
	64088.58


Source: Data collected from web reports

It would be seen from above that although 50.68 lakh rural households had registered under the scheme, only 23.39 lakh households had demanded and were provided with employment under the scheme.  Out of the households provided with employment, only 0.80 lakh (3 per cent) were provided with job for 100 days.  However, in the absence of maintenance of critical documents viz. Job Card Register, Employment Register, etc., the claim of the State Government to have provided employment to all those who applied for work could not be vouchsafed in audit.  As the statutory registers were not/incompletely maintained, the issue of job cards within 15 days from the date of registration and provision of employment within 15 days could also not be assessed.

2.1.10.2 
Door to door survey not conducted
Door to door survey was required to be conducted to enumerate all the families and their adult members who are eligible to register. This enumeration was to help in prevention of registration of fictitious/ineligible names.

The Government stated (October 2008) that door to door campaign was conducted informing the people about the legal entitlements guaranteed under the Act.  The massive enrolment during January-March 2006 was a result of such campaign.  The reply is not acceptable as the purpose of door to door survey was not just to create awareness but to enumerate the willing and eligible households.

2.1.10.3 
Photographs not affixed

NREGA stipulates that photographs of adult member applicants have to be attached to the job cards.  This was important not only for the identification of wage seekers but also to arrest the natural tendency of bogus job cards getting circulated.  During the scrutiny of the job cards in the test checked districts, most of the job cards were not affixed with photographs of the adult members of each registered household.  In a sample of 40 job cards in the test checked GPs during 2006-07, the photographs were affixed only in 5 to 10 job cards.  The Government issued orders for affixation of photographs on job cards belatedly in April 2007 i.e. after a lapse of over a year of implementation of the scheme and instructed for utilisation of photographs from ration card data base for their affixation on job cards instead of taking fresh photographs to minimise chances of ghost job cards.  As against 62,26,179 job cards issued (September 2007) in the 13 districts under Phase-I, the photographs were affixed10 on only 36,67,168 job cards (59 per cent).  In the test checked districts the affixation of photographs on job cards ranged from 46 per cent (Medak) to 63 per cent (Kadapa).  PDs, DWMAs attributed non-affixation of photographs on the remaining job cards to non-receipt of photographs from Civil Supplies Department and non-availability of the job cardholders in the village.  Non affixation of photographs is a serious flaw in the implementation of the scheme with potential ramifications for fraudulent payments.

The Government stated (October 2008) that, as a measure of economy and efficiency, photographs already collected by the State Government as a part of issue of ration cards are utilised for affixation on job cards.  The reply overlooks the fact that non affixation of photographs does not result in any economy as the expenditure on bogus cards would be much more than the savings so effected. 

2.1.10.4 
Provision of employment

The NREGA provides that every adult member of registered household whose name appears in the job card shall be entitled to apply for unskilled manual work under the scheme.  All the persons belonging to a household shall be entitled to employment in accordance with the provision of this act, for as many days as each applicant may request, subject to a maximum of one hundred days per household in a given financial year.  The applicant has to be provided employment within 15 days of receipt of application or from the date, he/she seeks work in case of advance application which ever is later, else the applicant is entitled for daily unemployment allowance as fixed by the State Government.

Audit observed that none of the test checked GPs had either obtained applications from the households demanding wage employment or maintained any record for registering the demand for wage employment and the employment provided.  In the absence of such records there is no assurance that all persons demanding employment were provided employment for 100 days as stipulated in the Act.  The Government stated (October 2008) that record maintenance in all GPs was being checked regularly to ensure that they are maintained up to date and further stated that it is not correct to presume that non maintenance of records at GP will lead to lack of information on how many households demanded employment and how many of them are provided employment and for how many days.

The reply is not tenable as during the period from February 2006 to March 2007, as against 67.15 lakh rural households in 13 EGS phase I districts, job cards were issued to 50.68 lakh rural households to provide 50.68 crore mandays in a financial year @ 100 mandays to each registered house hold.  Audit observed that 23.39 lakh (46 per cent of registered households) rural households were only provided employment to the extent of 7.32 crore mandays (14 per cent of projected mandays).  The targeted 100 days of employment to each rural household was stated to have been achieved only in respect of 79,969 rural house holds (3 per cent of total registered house holds).  Incidentally, it was also noticed that no unemployment allowance was paid in the State during 2006-07.

Agricultural activity needs labour only for part of the year.  It is, therefore, inconceivable that a person who has a job card would have sought employment less than 100 days.  The more possible cause is that despite demand for employment, faulty planning led to lack of identification of suitable works to engage the job card holders for the full hundred days.  On the other hand, since idle wages have to be borne by the State Government there has apparently been not much enthusiasm for maintaining a record of those applied.

2.1.10.5 
Delay in payment of wages

NREGA stipulates that wages should be paid on time.  In case of delay beyond 15 days, workers are entitled to compensation as per the provisions of the Payment of Wages Act, 1936.  It was noticed that as against the test checked 95.34 lakh labourers for whom pay orders were generated to the end of March 2007, 50.46 lakh11 labourers (53 per cent) were paid wages beyond the stipulated period of 15 days.  However, no compensation was paid towards delay in payment of wages.  Delayed payment of wages is not only against the provisions of the Act, but also defeats the objective of NREGA of providing livelihood security.  The Commissioner, while accepting the audit observations assured (January 2008) to take steps to reduce the delays to minimum.  The State Government replied (October 2008) that modalities for payment of compensation were under examination.

2.1.10.6 
Wages paid below minimum rate

According to the provisions of NREGA, every person working under the Scheme is entitled to wages at the minimum wage rate fixed by the State Government for agricultural labourers.  Wages may be paid either at a time rate or piece rate basis.  The NREGA Operational Guidelines further stipulate that the States should prepare exhaustive and detailed list of tasks required for undertaking works under REGS in different geo-morphological conditions.  The productivity norms for the District Schedule of Rates (DSRs) should be worked for each locale in such a way that seven hours of normal work earns minimum wages on a piece rate basis.  It was noticed that out of test checked 34.35 lakh labourers who were provided employment during the period from February 2006 to March 2007, 12.60 lakh12 labourers (37 per cent) were paid wages less than the minimum wage rate of Rs 80 per day.  The Commissioner stated (January 2008) that the payment of wages were linked to out-turn of work and hence there may be instances of low wages.  The reply is not tenable as the State Government should have fixed the productivity norms in such a way that a person working for seven hours should earn the minimum wages.
2.1.11
Works Management

2.1.11.1 
Worksite facilities 

The NREGA Operational Guidelines stipulate that worksite facilities are to be ensured by the implementing agency.  It was, however, observed that worksite facilities viz. shade and crèche were not provided in any of the test checked GPs in the selected districts.  The Government accepted (October 2008) the fact of non-provision of these worksite facilities and stated that this aspect would be monitored regularly.

2.1.11.2 
Unfruitful expenditure on ‘completed’ works

The objective of the scheme was to strengthen the livelihood resource base of the rural poor besides creation of durable assets. The details of the completed works (up to March 2007) with their estimated values and the actual expenditure incurred there on are as follows:-

 (Rupees in crore)

	Percentage of utilisation w.r.t. estimated values
	No. of works shown as completed

(percentage)
	Total estimated value
	Total actual

 expenditure incurred

	Less than 25 per cent
	21,796(23)
	218.03
	23.24

	25 to 50 per cent
	20,529(22)
	125.05
	42.38

	50 to 75 per cent
	16,401(18)
	70.96
	40.85

	75 to 100 per cent
	34,345(37)
	127.74
	118.20

	Total
	93,071
	541.78
	224.67


Out of those shown as completed, it was observed that 45 per cent of works were closed even without incurring expenditure of 50 per cent of their estimated values as already discussed in paragraph 2.1.8.2. 

2.1.11.3 
Execution of inadmissible works

In the 13 districts (phase I) in the State, an amount of 
Rs 147.38 crore was incurred during 2006-07 for construction of houses (basement level) for 4,60,558 beneficiaries under a housing programme. The district wise details are given in Appendix-4.  These works are not included in the list of works stipulated in the Act.

The Government in its reply (October 2008) stated that it had issued orders rescinding earlier Government Orders which permitted the housing payments.  As regards to expenditure already incurred on housing, the Government contended that they are not ineligible works as the State Government has incurred expenditure by releasing State share. The reply overlooks the fact that NREGS is to be funded both by GOI and the State Government and hence it had no right to divert the funds for works not contemplated in the guidelines prescribed by GOI.

2.1.12
Maintenance of records

Maintenance of records under NREGA is critical to ensure verifiable compliance with the legal guarantee of 100 days of employment on demand and payment of unemployment allowance.  Operational Guidelines of NREGA and APREGS have specified details of records and registers to be maintained at different levels.  In particular, the most important records are the Application Registration Register, Job Card Register, Employment Register, Asset Register, Muster Rolls, MR Issue/ Receipt Registers and Complaint Register.  Audit scrutiny revealed that the statutory records at Mandal /GPs were either not maintained or incompletely maintained. In the absence of maintenance of critical registers, especially at the GP level, information on demand and provision of employment could not be ascertained as already pointed out in the previous paragraphs.

The Government replied (October 2008) that non maintenance of records will not lead to lack of information relating to employment demanded and employment provided.  The reply is not tenable as, in the absence of the records relating to provision of employment, there is no assurance that the objective of providing legal guarantee of 100 days of employment has been effectively translated into executive action.

2.1.13
Social Audit

NREGA gives a central role to “social audits” as a means of continuous public vigilance.  The process of social audit should include public vigilance and verification of 11 stages right from registration of families to evaluation and mandatory social audit in the Gram Sabha.

Audit scrutiny revealed that as against 13,232 Gram Panchayats in 656 Mandals in the 13 EGS districts (phase I), social audits were conducted only in respect of 2564 GPs (19 per cent) in 155 Mandals during 2006-07.  The deficiencies noticed in social audits related to inclusion of names of ghost wage seekers in the muster rolls, the malpractices committed by the Field Assistant/Branch Post Master in payment of wages to the wage seekers and in opening of savings bank accounts in post offices. Besides these financial irregularities, the social audits also pointed out other irregularities in registration, issue of job cards, demand for employment, non/delay in payment of wages, non provision of worksite facilities, non creation of awareness among wage seekers about the scheme and utilisation of machinery, etc.

The shortfall in conduct of social audits not only deprived the public in evaluating the quality of the works as well as the services rendered by the programme staff in time but also in taking remedial measures thereon.

The Government while accepting that there was shortfall in conduct of social audits stated (October 2008) that the concept of social audit was itself new in the country and pioneering efforts were taken up in the State and also stated it took more than one year of sustained effort and experimenting to institutionalise the process of social audit and assured compliance hence forth.

2.1.14
Monitoring

The scheme guidelines envisaged verification and quality audit by external monitors at both State and District level.  The State Government was to designate State Quality Monitors (SQMs) with the approval of SEGC.  Similarly, the ZPPs were to identify District Quality Monitors (DQMs) with the approval of State Government.  It was observed that SQMs and DQMs were not designated/identified at the State and District level.  The Commissioner stated (September 2008) that the monitoring committees would be constituted.

The GOAP had issued instructions from time to time for inspection of works at 2 per cent by State level officers, 5 per cent by District level officers and 10 per cent by Mandal level officers.  In the absence of documentary evidence on records, conduct of regular inspections could not be ascertained in audit. 

The SEGC was to ensure that all the activities required to fulfill the objectives of the scheme were carried out.  The Council was also responsible for overall supervision and monitoring the implementation of the scheme and identifying the preferred works to be taken up under NREGA.  However, it was noticed in audit, that the SEGC had not identified the preferred works and it also failed to convene SEGC meeting regularly and provide inputs for proper implementation of the scheme.  This rendered the monitoring mechanism ineffective.

2.1.15 
Conclusions

Review on implementation of REGS conducted in five districts revealed that 16.41 lakh job cards were issued in these districts and as against Rs 412.07 crore released for the implementation of the scheme, the districts incurred a total expenditure of Rs 204.16 crore (50 per cent).

While the State Government/districts had reported that 732.40 lakh mandays of employment was generated in the State   vis-à-vis the demand, the claim of the State Government could not be verified in Audit in the absence of maintenance of documents containing details of employment demanded, provided etc.  In the absence of these critical documents, the quantum of funds required for payment of unemployment allowance also remained unascertained.  Instances of delay in payment of wages, lacunae in preparation of job cards, excess administrative expenditure, diversion of funds and execution of non-permissible works were also noticed in audit.

An innovative feature of the scheme was to ensure its transparency through regular meetings of the Grama Sabha and conduct of Social Audits.  However, it was noticed that social audits were not conducted at regular intervals thereby defeating one of the objectives of the scheme.  Impact assessments were not conducted and the monitoring mechanism was also not in place.

2.1.16
 Recommendations

· There is a compelling need to ensure that house hold survey is conducted for enumerating all eligible adults in each house hold.  This is to be further strengthened by issue of photo identity cards as a safeguard against ghost job cards.  These two recommendations are important in the light of vulnerability considerations.

· Government should frame Rules for implementation of NREGA.
· The Process of planning should be strengthened so as to enable the PRIs to provide employment for 100 days to all registered households. 
· Delay in payment of wages should be avoided.

· All activities starting from planning to payment of wages should be monitored properly and the scheme should be implemented in the State as envisaged in the Act.

· Social audits should be conducted regularly to enable the beneficiaries to evaluate the impact of the scheme.
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Only 19 per cent of the GPs were covered by social audits





Deficiencies in maintenance of records





Irregular expenditure of Rs 147.38 crore on ineligible works





Expenditure on completed works without creation of durable assets





Payments made were less than minimum wage rate





No compensation was paid for the delayed payment of wages





Only 59 per cent of job cards were affixed with photographs





Only 3 per cent of the households provided with 100 days of employment





Rs 38.08 crore was diverted to other schemes








Rs 35.69 crore was incurred on administrative expenses in excess of permissible limit
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� Adilabad, Ananthapur, Chittoor, Kadapa, Karimnagar, Khammam, Mahaboobnagar, Medak, Nalgonda, Nizamabad, Ranga Reddy, Vizianagaram and Warangal


	Six more districts were covered under the scheme w.e.f. April 2007 and extended to the entire State w.e.f. April 2008


� District Rural Development Agency


� 	Kadapa, Karimnagar, Medak, Nizamabad and Warangal.


� 	Kadapa district – Ramapuram,Chinnamandem, Chitvel, Pengaluru, Nandalur Mandals.


	Karimnagar district – Bejjanki, Chigurumamidi, Koheda, Mutharam manthani,  


			          Ellanthakunta, Pegadapalle Mandals.


	Medak district – Kohir and Patancheru Mandals.


	Nizamabad district – Dichpalle and Dharpalle Mandals.


	Warangal District – Raghunathpalle and Sangam Mandals.





� 14 August 2006 and 28 October 2006


6 Chittoor; Karimnagar; Medak; Nizamabad and Vizianagaram districts


7 Kadapa, Karimnagar and Warangal


8 Adjustment particulars in respect of Adilabad, Khammam, Rangareddy and Vizianagaram districts were not furnished


9 It includes advances of Rs 6.76 crore released to post offices for one time deposit and 


Opening of SB accounts to wage seekers


10 Photo affixation was taken up in May 2007 and September 2007


11 26.57 lakh labourers were paid wages with delays between 16 to 30 days


    23.89 lakh labourers were paid wages with delays beyond 30 days


12 Less than Rs 25- 28927; Rs 25 to Rs 50 – 287896; Rs 50 to Rs 75 - 943199
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