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

2.2
Functioning of two Zilla Praja Parishads
2.2.1
Introduction

The Zilla Praja Parishad (ZPP) is the apex body of PRIs and was constituted under Section 177 of Andhra Pradesh Panchayat Raj Act, 1994.  The ZPP at the district level coordinates functions of Mandal Praja Parishads (MPPs) and Gram Panchayats (GPs).


The powers and functions of ZPPs interalia were to:
· Examine and approve the budgets of MPPs. 

· Distribute the funds allotted to the district by the Central or State Government to the MPPs and GPs in the district.
· Prepare District plan for the entire district in coordination with the MPPs.
· Generally supervise the activities of the MPPs.
· Perform such of the powers and functions delegated by the Government.
· Publish statistical information on the activities of the local self Government.
2.2.2
Scope and methodology of audit

The performance of the two
 ZPPs out of 22 was reviewed during the months of April-June 2008 for the five year period from 2002-03 to 2006-07, besides the records of five
 PR divisions, four
 RWS divisions and eleven
 out of 108 MPPs in two districts were test checked.

Important points noticed during the course of review are summarised in the succeeding paragraphs.
2.2.3
Planning process

In terms of Article 243-ZD of the Constitution, District Planning Committees (DPCs) are to be constituted by the State Government so as to consolidate the development plans formulated by the local bodies based on planning at the grass root level.  However, in respect of test checked districts, DPCs were not constituted during 2002-07.  In respect of ZPP General Fund works, plans involving individual beneficiaries are not being prepared and works are being sanctioned based on the proposals put forth by the elected representatives.  Thus, the objective of preparing consolidated development plan for the district as a whole was not achieved.  In the absence of a DPC, there was no formal mechanism to make recommendations to the Government for the integrated development of the district.

2.2.4
Execution of works

Works sanctioned out of ZPP General Fund and executed by the PREDs during the period covered by audit i.e., during 2002-03 to 2006-07 were laying of roads, repairs to roads, construction of community halls in SC and ST localities, construction of Anganwadi buildings, construction of Mahila Mandal buildings, laying of pipelines for supply of drinking water, construction of class rooms, etc.
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2.2.4.1
 Incomplete works despite availability of funds

An amount of Rs 33.22 lakh representing unspent balance out of the Operation Black Board (OBB) and OBB (FFW) grant of Rs 69.83 lakh (including interest and unclaimed deposits) released by the CEO, ZPP, Warangal district was lying in two saving bank (SB) accounts operated by the EE, PR Division, Mahabubabad at the end of March 2007.  Despite availability of funds, 54 works (class rooms and compound walls) remained incomplete as of May 2008.  Of the said incomplete works, 27 works were not started and 27 works remained incomplete at various stages after incurring expenditure of Rs 11.15 lakh.  It was also observed that proposal for additional fund of Rs 17.60 lakh for completing the incomplete works was placed (July 2004) with the CEO, ZPP, Warangal even though unspent balance of Rs 33.22 lakh was available with the division.
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2.2.4.2
Non-adjustment of works advance

Out of Rs 1.78 crore advanced to Assistant Engineers (AEs)/Assistant Executive Engineers (AEEs)/Mandal Engineering Officers (MEOs) as detailed in Appendix-5 during years from 2002-03 to 2006-07 for execution of works in East Godavari district, a sum of Rs 45.34 
 lakh remained unadjusted in respect of 109 incomplete works as on date (June 2008).

MPDOs of test checked MPPs and Executive Engineers of test checked PREDs stated (May/June 2008) that action will be taken to adjust the advances after verifying the records.

2.2.4.3
Unfruitful expenditure on abandoned ZPP staff quarters

	


Chief Executive Officer and Chairperson ZPP, Warangal approved (November 2003) construction of CEO quarter, staff quarters, etc., (A type, C type and C type II block) at Hanmakonda of Warangal district, the execution of which commenced during November 2003 and February 2004.  The work was abandoned after incurring an expenditure of Rs 36.78 lakh due to non-availability of funds.  These works were to be completed by November 2004.  Executive Engineer, PR division, Warangal stated (May 2008) that proposal for additional requirement of Rs 70.00 lakh was being prepared to complete the work.  Abandonment of works for more than three years rendered the expenditure incurred so far unfruitful in addition loss of HRA paid amounting to Rs 27.48 lakh and non-achievement of intended benefit to the staff.

2.2.4.4
Diversion of SGRY scheme funds
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SGRY funds amounting to Rs 35.79 lakh
 released to East Godavari district were utilised for inadmissible items like purchase of cell phones, bicycles, construction of office buildings, repairs/improvements to office buildings, guest houses, school buildings, kalyana mandapams, meeting halls etc., in contravention of scheme guidelines.

ZPP, Warangal district diverted an amount of Rs 13.40 lakh from SGRY funds during the period 2002-03 to 2007-08 towards purchase of new vehicle, renovation of R&B guesthouse and construction of GP office building.  Similar diversion of SGRY funds amounting to Rs 14.33 lakh was observed in three19 out of five test checked MPPs.

MPDOs of test checked MPPs stated (May 2008) that amounts would be recouped to the SGRY fund.

2.2.4.5
Unfruitful expenditure on idle PR wireless grid
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With a view to make decentralised system of Administration more effective and also for effective monitoring of Government programmes and policies being implemented at GP level, it was decided (May 2003) to install a system of ‘PR Wireless Grid’ which would ensure network connectivity between ZPP, MPP, and GPs.
PR Wireless Grid project consists of two sub-projects namely, pilot project at MPP, Sangam and wireless network in Warangal district.  The pilot project provides wireless connectivity to all GPs with the MPP and the district network provides wireless connectivity between all MPPs and ZPP including Engineering Divisions.  The project at a cost of Rs 52.32 lakh was installed in July 2003 with the aim of effective monitoring of Government programmes and policies in PRIs.  A sum of Rs 8.08 lakh was spent towards Annual Maintenance Contract (AMC) for the period covering from July 2004 to July 2005 in respect of pilot project at MPP, Sangam and upto July 2006 in respect of district network.  However, above wireless grids did not function from July 2005 (MPP Sangam) and July 2006 (Wireless network) due to non-renewal of AMCs for want of funds.  CEO, ZPP Warangal, in reply (April 2008) stated that AMCs were not renewed due to shortage of funds and the wireless grid was not functioning from the date of expiry of concerned AMC. Thus non-functioning of wireless grid resulted in unfruitful expenditure of Rs 52.32 lakh besides not achieving the objective.
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2.2.4.6
Diversion of SSFC funds

As per Second State Finance Commission (SSFC) guidelines, construction of MPP buildings, providing toilets and drinking water facilities in MPP schools and alteration to old MPP primary schools are only admissible items of expenditure out of SSFC grants.  In contravention of the guidelines, SSFC funds amounting to Rs 26.50 lakh20 lakh were utilised by MPPs and PREDs during the years 2003-04 to 2006-07 for inadmissible purposes viz., construction of incomplete elementary school buildings, laying of roads, repairs to roads, purchasing of wooden furniture, inverter, repairs to cattle ramps, construction of incomplete bridges, etc.  This had resulted in diversion of SSFC funds and the objectives specified by the SSFC were not achieved.
MPDOs of test checked MPPs and EEs of test checked PREDs stated (May/June 2008) that ratification orders would be obtained from the Government.
2.2.4.7
Departmental execution of works 

	


According to the provisions21 of Andhra Pradesh Public Works Department (APPWD) Code and Government orders22, departmental execution of works shall be taken up in exceptional circumstances and if it is considered desirable in the interest of the public either on account of its urgency or of its special nature etc.  However, during 2002-07, 1721 works sanctioned out of ZPP General Fund of East Godavari district with estimated cost of Rs 28.04 crore for laying of roads, construction of buildings viz., Community halls, Anganwadi buildings, Mahila Mandal buildings, additional class rooms for ZPP high schools etc, were executed departmentally by providing advances to the departmental Engineers.  Further, the completion of works and adjustment of work advances were delayed abnormally ranging from one month to more than three years due to non-stipulation of the time schedule for completion of work.  Consequently, Government money was lying with the departmental Engineers over a period of more than three years. Further, non adoption of tender process for awarding the works to contractors resulted in loss of potential benefits that would have accrued from the competitive bids and realisation of statutory deductions in the form of Sales Tax on the cost of tender schedules, Income Tax, Value Added Tax and Building Fund etc.  

MPDOs of test checked MPPs and EEs of test checked PREDs stated (May/June 2008) that the works were got executed departmentally as per the instructions of District Collector and also as per the resolutions passed by the MPPs.  The reply is not tenable as non-stipulation of time schedule for completion of departmentally executed works resulted in delays ranging from one month to more than three years and consequent blockade of funds with departmental Engineers.
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2.2.4.8
Release of ZPP General Fund, East Godavari district to PR/RWS divisions directly instead of through PAO
Government of Andhra Pradesh in March 200123 ordered that no cheques shall be issued and no cash book shall be maintained by the EEs of PREDs and all work bills shall be paid by the Pay and Accounts Officers (PAOs) after pre-audit.  Instructions were issued in June 200424 to the CEOs of all the ZPPs for depositing the funds allocated to PR/RWS divisions from ZPP General Fund with PAO for scrutinising the works bills forwarded by the EEs of the divisions and making payment to the contractors through cheques.  However, it was observed that grants are being released directly to the PR/RWS divisions by ZPP, East Godavari instead of depositing the funds with PAO in contravention of the orders of the Government.  Consequently, the desired scrutiny and regulation of payments were defeated.

CEO, ZPP stated (June 2008) that in order to get the ZPP General Fund accounts audited by the State Audit Department as per sub section 1 of section 266 of AP PR Act, 1994, the ZPP General Funds were being released to the PREDs for execution of works under various heads and the audit observation would be brought to the notice of the Government.

Reply of the CEO, ZPP is not tenable as the Government at the time of directing the CEO to deposit the General Funds with the PAO, had considered the existing provisions of the PR Act. 

2.2.5
Financial Management

Sources of revenue for ZPPs are i) grants released by the Government of Andhra Pradesh like per capita grant, seignorage fee grant, salary grant in respect of staff, TA & contingent grant, etc., ii) assigned revenues like sand auction proceeds, surcharge on stamp duty etc and iii) own revenues like rent receipts from shopping complexes, guest houses, staff quarters, ferry rentals, T & P charges, petty Supervision Charges, hire charges of department road rollers, etc.

The details of the receipts and expenditure in the test checked ZPPs during the years 2002-03 to 2006-07 are detailed below:
(Rupees in crore)
	District
	2002-03
	2003-04
	2004-05
	2005-06
	2006-07

	
	Receipts
	Expenditure
	Receipts
	Expenditure
	Receipts
	Expenditure
	Receipts
	Expenditure
	Receipts
	Expenditure

	East Godavari
	68.56
	61.86
	110.58
	72.29
	194.96
	196.65
	81.53
	82.33
	108.20
	100.07

	Warangal
	113.09
	119.66
	317.73
	316.08
	170.37
	285.67
	119.37
	107.22
	185.36
	115.37


(Source: - State Audit Department)

2.2.5.1
Delay in submission of Provident Fund (PF) interest claims

	


In accordance with the orders25 of Government of Andhra Pradesh, claims for reimbursement of interest credited to individual PF accounts of employees of Panchayat Raj (PR) department were required to be preferred by ZPPs to the Government every year through State Audit Department after the interest is credited in the month of May every year.

However, the claims to be submitted in May 2004, May 2005 and May 2006 in East Godavari district for the years 2003-04 (Rs 690.94 lakh), 2004-05 (Rs 732.50 lakh) and 2005-06 (Rs 790.11 lakh) respectively, were submitted only in May 2008 to the State Audit Department for scrutiny and onward submission of claim to the Government for reimbursement.  The reimbursement claim for the year 2006-07 has not yet been prepared as on date (June 2008).  Thus, the inordinate delay in submission of claims to the Government resulted in non-reimbursement of interest from the Government as on date (June 2008).

2.2.5.2
Non reimbursement of pension paid to provincialised employees
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As per the recommendations of the First State Finance Commission read with order dated 3-11-200326 of the GOAP, pension paid by the ZPPs to retired provincialised employees was to be reimbursed by the Government.

Out of Rs 28.84 crore paid from the ZPP General Fund of East Godavari district towards pension to the provincialised PR employees in the district for the period from 1997-98 to 2002-03, a sum of Rs 22.45 crore was only reimbursed by the Government leaving a balance amount of Rs 6.39 crore yet to be reimbursed.
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2.2.5.3
Receipt of pension contribution from Gram Panchayats

In accordance with the orders27 of Government of Andhra Pradesh, ZPP collects pension contribution from the GPs in respect of non provincialised PR employees working in the GPs.

Out of Rs 39.82 crore to be paid as pension contribution by the GPs in the EG district for the years 1997-98 to 2006-07, a sum of Rs 3.12 crore only was contributed.  Pension payment of Rs 38.90 crore was paid to the retired employees by diverting Rs 35.78 crore from the ZPP GF.  Thus, non-receipt of pension contribution from the GPs resulted in diversion of Rs 35.78 crore from ZPP General Fund. 
2.2.5.4
 Revenues pending realisation
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Rents and auction proceeds amounting to Rs 23.99 lakh as detailed in Appendix-6 (East Godavari: Rs 22.50 lakh and Warangal: Rs 1.49 lakh) were pending realisation from the occupants/lessees.
2.2.5.5
ZPP revenues not remitted by the Panchayat Raj Engineering Divisions
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A sum of Rs 19.24 lakh28 being ZPP revenues from hire charges/auction proceeds of Departmental Road Rollers, Tools & Plant charges, Petty Supervision charges, fines on Extension of Agreement Time and cost of tender schedules collected and recovered prior to April 2002 from the work bills by the PREDs of East Godavari district was not remitted to the ZPP General Fund. 
EEs of the test checked PREDs, while accepting audit comment agreed (May 2008) to remit the amounts to ZPP General Fund.
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2.2.5.6
Reimbursement of honorarium of elected members of ZPP

As per the order29 of Government of Andhra Pradesh, an amount of Rs 2750 per month is to be borne by the Government, out of Rs 5000 per month payable to ZPP Chair Person towards honorarium.  The remaining amount of Rs 2250 is to be met from the General Fund of ZPP concerned.

As against the Government share of Rs 84.41 lakh to be paid towards the Honorarium to the elected members of ZPP EG district for the period from May 1999 to March 2007, a sum of Rs 44.24 lakh was only released by the Government leaving a balance of Rs 40.17 lakh yet to be reimbursed as of June 2008. The main reason for non-reimbursement was (i) non-submission of claims by the ZPP in time (ii) not making the provision in the Annual Budget Estimates and (iii) non-pursuance of the matter with the Government.
2.2.5.7
Lapse of Education contingent grant
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It was noticed (March 2007) by the CEO, ZPP, Warangal  that out of the Education Contingent Grant of Rs 111.88 lakh for the year 2006-07 released by the District Educational Officer (DEO), Warangal to the ZPP high schools, an amount of Rs 29.55 lakh was only drawn for utilisation. Out of this, Rs 14.55 lakh was utilised towards payment of wages. The balance amount of Rs 15.00 lakh was deposited in a saving bank account, of which a sum of Rs 12.69 lakh was misappropriated as noticed by the ZPP authorities. An amount of Rs 2.31 lakh was lying in the Saving Bank account.  The misappropriation case was under investigation.  Even the amount lying in Saving Bank account was not reflected in the Annual Accounts.  Thus, the balance of the grant amounting to Rs 82.33 lakh was lapsed due to non-drawal within the financial year.  As a result, the intended purpose of maintenance of ZPP high schools was not served.

2.2.5.8
Non-utilisation of Education Contingent grant 
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The District Educational Officer, EG district released contingent grant of Rs 168.31 lakh to the ZPP during the years 2004-05 to 2006-07.  The grant was to be transferred to the ZPP High schools in the district for meeting the contingent and maintenance expenditure viz., wages to contingent employees, repairs to furniture, electricity consumption charges, etc.  Out of the grant released, an amount of Rs 80.42 lakh was only utilised and the balance amount of Rs 87.89 lakh was lying unutilised as of June 2008. 

CEO, ZPP EG district while accepting audit comment stated (November 2008) that unspent balance would be utilised/ surrendered in due course.

2.2.5.9
 Creation of Education Endowment Fund 
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As per Rules30, there shall be no  creation of Endowment Fund for establishment of new schools or up gradation of the existing schools under the control of Government/ local body, where own buildings are provided or necessary land is acquired.
It was observed that the CEO, ZPP, Warangal district had collected an amount of Rs 25.04 lakh during 1992-93 to 2000-01 from the School Education Committees (SECs) towards Endowment Fund and the same was kept in separate SB account in the name of Deputy CEO, ZPP, Warangal.  The purpose of collection was up gradation of higher classes in respect of ZPP schools.  The fund accumulated to Rs 30.08 lakh as of April 2006 including interest accrued.  However, creation of Endowment Fund by the local bodies for educational institutions run by them was not covered by the rules stated ibid.  Thus, creation of Endowment fund was unauthorised.  Further, this amount was also not reflected in the Annual Accounts of the ZPP upto 2005-06.
2.2.5.10 Diversion of sand auction proceeds

	
[image: image16].


(a) Sand auctions are held for the packages/reaches of Godavari river in East Godavari District.  The auction proceeds are to be remitted through challan to ZPP General Fund directly by the bidders.  However, in contravention of this, the District Panchayat Officer, East Godavari district received an amount of Rs 26.13 crore as against the auctioned amount of Rs 27.25 crore towards sand auction proceeds for the years   2004-05, 2005-06 and 2006-07. Thus, there was a short collection of sand auction proceeds amounting to Rs 1.12 crore as of June 2008 as detailed below.  

(Rupees in crore)
	Sl. No.
	Year
	Amount receivable
	Amount received
	Balance amount not received
	Reasons for balance

	1.
	2004-05
	6.66
	6.48
	0.18
	Specific reply was not furnished by the ZPP

	2.
	2005-06
	7.55
	7.55
	--
	

	3.
	2006-07
	13.04
	12.10
	0.94
	

	
	Total
	27.25
	26.13
	1.12
	


The details with regard to accepted bids, collection of auction proceeds for the years 2002-03 and 2003-04 were not made available to audit.

Similarly, in respect of ZPP, Warangal also, there was a short collection of Rs 31.41 lakh towards sand auction proceeds in the reaches of Eturunagaram Mandal for the year 2003.  No auctions were conducted during the period January 2004 to March 2007 in Eturnagaram Mandal.
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(b) As per the provisions of Andhra Pradesh Panchayat Raj (Auction of Sand in the water courses vesting in Gram Panchayat) Rules, 2000 and Andhra Pradesh Minor Mineral Concession Rules, 196631, the Sand auction proceeds remitted to ZPP General Fund shall be distributed among ZPP, MPPs and GPs in the ratio of 25:50:25 on a quarterly basis.  However, DPO, EG district without remitting the sand auction proceeds to the ZPP General Fund during the years 2004-05 and 2005-06, utilised the same to ineligible works like construction of Road over Bridges and other works related to R&B Department.  The balance amount was released to PRIs.  Thus, the legitimate share of the PRIs was reduced by Rs 3.83 crore32 as detailed below.
(Rupees in lakh)
	Year
	Total amount collected
	Municipal Share
	Net
proceeds
	Distribution among

	
	
	
	
	ZPP
	MPP
	GP
	Total
(7+10+13)

	
	
	
	
	To be released at 25 per cent
	Actually  released
	Short release
	To be released at 50 per cent 
	Actually released
	Short 
release
	To be released at 25 per cent
	Actually released
	Short release
	

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14

	2004-2005
	647.48
	49.31
	598.17
	149.54
	100.00


	49.54
	299.09
	83.93


	215.16
	149.54
	133.95


	15.59
	280.29

	2005-2006
	754.78
	58.94
	695.84
	173.96
	147.82
	26.14
	347.92
	295.99
	51.93
	173.96
	149.06
	24.90
	102.97

	Total
	1402.26
	108.25
	1294.01
	323.50
	247.82
	75.68
	647.01
	379.92
	267.09
	323.50
	283.01
	40.49
	383.26


During the year 2006-07, GOAP permitted the ZPP, East Godavari district to utilise an amount of Rs 5 crore from the sand auction proceeds for purchase of furniture for ZPP schools in excess of the ZPP’s legitimate share of Rs 3.02 crore (25 per cent of Rs 12.10 crore to be distributed among all the PRIs).  As a result, Rs 1.98 crore pertaining to the MPPs and GPs was reduced with adverse implication on their developmental works.

	


Audit further observed that an amount of Rs 11.72 crore released by the DPO, East Godavari  in the months of February-March 2007 to ZPP, EG district towards sand auction proceeds for the year 2006-07, was neither accounted for in ZPP GF nor exhibited in the Annual Accounts for the year 2006-07.
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2.2.5.11 Deficiencies in maintenance of HBA loan account.

(a) ZPPs sanction House Building Advances (HBA) to the eligible provincialised33 non-teaching employees of ZPPs and MPPs in the district from the amounts released from time to time by the Government. For repayment of principal/interest of the loan to the Government by the ZPP every year as per the Government order34, recovery towards principal/interest of HBA paid to the employees have to be effected from them by the ZPP regularly.  The following deficiencies were observed by audit.

· Particulars of recovery of Rs 17.21 lakh being HBA paid in respect of 6 deceased, 6 retired and 11 working Panchayat Raj (PR) employees of East Godavari district were not available in the records.

· Receipts and payments of HBA were not attested and plus or minus memoranda not recorded by the treasury authorities in the treasury pass book of the Personal Deposit (PD) account of HBA.

· HBA ledgers were not properly maintained.

CEO, ZPP stated (June 2008) that records would be made available after computerization of all the details.  It was also agreed that all records would be made up-to-date and complete and procedures followed in future. 
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(b) Government of Andhra Pradesh released repayable interest bearing HBA loan of Rs 117.25 lakh to the ZPP, Warangal during the period from 1989-90 to 2003-04.  Interest payable by ZPP Warangal to the Government at 8.5 per cent per annum to the end of March 2008 worked out to Rs 90.57 lakh.  Out of this, the ZPP, Warangal repaid a sum of Rs 42.93 lakh in three instalments so far leaving a balance of Rs 164.89 lakh (Principal: Rs 74.32 lakh; Interest: Rs 90.57 lakh).  This was mainly due to non recovery of Rs 16.33 lakh from 73 retired employees and 15 deceased employees and arrears in recovery of Rs 78.42 lakh from serving employees.  As a result of non repayment of HBA loan to the Government as per schedule, the ZPP had to accumulate its liability on interest which could have been avoided.

CEO, ZPP Warangal stated (May 2008) that action was being taken to write off the amount in case of deceased employees. In case of retired employees, action was being taken to recover the due amount from the pension.

2.2.6
Internal controls

2.2.6.1
Maintenance of records

Delay in preparation of Annual Accounts
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As per the provisions of Section 266 of the Andhra Pradesh Panchayat Raj Act, 1994, Annual Accounts are to be prepared by the ZPP.  After preparation they are to be submitted before 15 May every year to the State Audit department. 

There was delay of five to twelve months in preparation of Annual Accounts by the ZPP, East Godavari, in respect of financial years 2003-04 to 2006-07.  As a result earmarking of ZPP revenues was delayed.

Delay in submission of Annual Administrative Reports 
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Annual Administrative Reports (AARs) on the activities of the ZPP were to be submitted to the Government by 15 July of the succeeding financial year.  There was a delay of one to 29 months in submission of AARs in respect of ZPP, EG district for the years 2002-03 to 2006-07.  The reason cited for delay was delayed submission of AARs by MPDOs.

Non reconciliation of departmental figures with treasury figures
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Drawing and Disbursing Officers are responsible for reconciliation of departmental figures with treasury figures in order to detect any misappropriation/excess drawal of funds and to ensure proper classification of the expenditure.

It was observed that, ZPP, EG district had not conducted any treasury reconciliation in respect of General Fund (GF) Account during April 2002 and October 2006.  Consequently as of March 2007, the treasury balances were lower than the cash book balances by Rs 3.2 crore.  The CEO, ZPP, EG district assured (June 2008) to undertake reconciliation.

Similarly, in respect of ZPP, Warangal, as of March 2007 there was a variation of Rs 17.00 lakh between PF cash book and treasury pass book and Rs 15.75 crore in respect of Education Fund and treasury pass book.  CEO, ZPP Warangal, while agreeing with audit, stated (April/May 2008) that action was being taken to reconcile the differences.

2.2.6.2 Monitoring mechanism

Utilisation Certificates (UCs) not obtained
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UCs along with expenditure statements for Rs 4.58 crore released during 2002-03 to 2006-07 as detailed in the Appendix-7 were not obtained by the ZPP, EG district.  It was also observed that grants for subsequent years were released without obtaining UCs for the earlier grants.

Conducting of inspection by the Commissioner of PR&RE
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Andhra Pradesh Panchayat Raj Officers Delegation of Powers Rules 2000 stipulates that the Commissioner, Panchayat Raj & Rural Employment (CPR&RE) shall inspect all ZPPs once in a calendar year and submit copies of inspection notes for review by Government. However, inspection of the ZPP, EG district was not conducted by the CPR&RE, Andhra Pradesh, Hyderabad for the calendar years of 2004, 2005, 2006 and 2007 and inspection of ZPP, Warangal was pending from 2005-06 onwards.

Inspection by the Secretary to Government, Panchayat Raj and Rural Development department, Government of Andhra Pradesh required under Chapter 68 of Panchayat Raj Zilla Parishads Functionary Manual was not conducted during the period covered by review.

Shortfall in inspection of MPPs by the CEO
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Chapter 68 of Panchayat Raj Zilla Parishads Functionary Manual prescribes that the CEO, ZPP should draw up programme to visit all the MPPs in the district once in a year.  However, it was observed that there was heavy short fall in inspection of offices of Mandal Parishad Development Officers (MPDOs) in the EG, district by the CEO, ZPP, EG district as detailed below.

	Year
	Number of offices to be inspected
	Number of offices inspected
	Shortfall

	2002-03
	57
	14
	43

	2003-04
	57
	8
	49

	2004-05
	57
	10
	47

	2005-06
	58
	14
	44

	2006-07
	58
	25
	33


2.2.7
Other points of interest
2.2.7.1
Non utilisation of grant by PR division
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Grants amounting to Rs 14.11 lakh released from ZPP General Fund, EG district to PR division, Amalapuram during 2005-06 to    2006-07 for execution of works viz., construction of community halls, laying of roads in ST localities, construction of Mahila Mandal and DWACRA buildings were neither utilised nor refunded to the grant releasing authority.  The details are given below.
	Sl

No
	Name of the PRED`
	Amount released by the ZPP

Rs
	Grant
	Stage

	1
	PR,Division,Amalapuram
	 32,000
	6% ST Welfare (2005-06)
	Not yet utilised

	
	
	50,000
	6% ST Welfare (2006-07)
	Not yet utilised

	
	
	13,29,193
	15% Women & Children Welfare (Total grant (06-07) released was Rs 28,90,000)
	Short Utilised

	
	
	14,11,193
	
	


EE, PR Division, Amalapuram replied (May 2008) that unutilised ST welfare grant would be refunded and balance grant in respect of Women and Children Welfare would be utilised.

2.2.7.2
Transfer of unutilised balances of earmarked funds 
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As per the provisions of the Andhra Pradesh Panchayat Raj Act, 199435, all the unspent balances out of 15 per cent of the Earmarked amounts towards Welfare of Women and Children at the end of the financial year, if any, shall be made over to the Andhra Pradesh Women and Child Welfare Cooperative Finance Corporation Ltd, Hyderabad (WCWCFCL).

In ZPP, EG district Rs 3.13 lakh being 15 per cent earmarked amounts lying unutilized at the end of financial years from 
2002-03 to 2006-07 were not transferred to WCWCFCL in contravention of the Act provisions.

Similarly, in respect of ZPP, Warangal, the unspent balance of Rs 39.40 lakh out of the earmarked fund of Rs 128.55 lakh for the period 2002-03 to 2006-07 was not transferred to WCWCFCL.
2.2.7.3
Retention of grants and non-apportionment of ferry auction proceeds
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Grant amounting to Rs 1.97 lakh released by the Government during 2002-03 towards TA and contingent grant for being passed on to the MPPs and ferry auction proceeds of Rs 16.61 lakh36 to be apportioned prior to April 2002 among ZPP, MPPs and GPs were retained in General Fund of ZPP, EG district instead of distribution to PRIs in contravention of Government orders.

CEO, ZPP (June 2008) stated that necessary action would be taken to apportion the grants.

2.2.7.4
 Purchase of vehicles at rate in excess of the limit fixed by the Government.

	
[image: image29]


ZPP, EG, district had purchased three vehicles at a cost of Rs 5.95 lakh, Rs 9.25 lakh and Rs 11.86 lakh in December 2004, September 2006 and October 2007 respectively.
The prior approval of the Government was not obtained though the cost of the vehicles purchased in September 2006 and October 2007 exceeded the ceiling limit of Rs 6.50 lakh and Rs 8 lakh respectively.  CEO, ZPP stated (May 2008) that Government of Andhra Pradesh was addressed for according ratification orders. 
2.2.7.5
Non-functioning of Tailoring Training Centre at Hanmakonda
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As a policy of devolution of functions listed in the Eleventh Schedule of 73rd Constitutional amendment, the subject “Tailoring Training Center (TTC)” under the control of Social Welfare department was transferred to the ZPP along with staff members in July 2000.  The administrative supervision of the center was entrusted to the MPDO Hanmakonda.  The objectives of the TTC were to impart training to rural women in tailoring and garment making.  But it had not been functioning since April 2005 and there was an unproductive expenditure of Rs 12.62 lakh being the pay and allowances on idle establishment of TTC.  There was failure on the part of the MPDO Hanmakonda to popularise the scheme and to deliver intended benefit to the rural women of the district.  Thus the objective of establishment of TTC was not achieved although expenditure of Rs 12.62 lakh was incurred towards pay and allowances on idle staff.

2.2.7.6
Non collection of user charges

	
[image: image31]


Guidelines of Twelfth Finance Commission (TFC) stipulate that 50 per cent of Operation & Maintenance (O&M) charges spent on water supply schemes should be collected from the beneficiaries as user charges.

It was observed in audit that an amount of Rs 2.25 crore37 being 50 per cent of O&M charges of Rs 4.50 crore spent during   2005-06 and 2006-07 on protected water supply schemes was not collected towards user charges from the beneficiaries in EG district.
Executive Engineers of RWS Divisions, Rajahmundry and Kakinada stated (May 2008) that action was being taken to raise the demand notices for collection of user charges.

2.2.7.7
Diversion of ZPP, EG district General Fund by PR/RWS divisions

	
[image: image32]


Government provides every year budget provision for meeting contingent expenditure by the PREDs.  However, an amount of Rs 13.19 lakh38 was incurred in excess of the grants released by the Government during the years from 2002-03 to 2006-07 towards electricity consumption charges, telephone charges and hire charges of private vehicles.  The excess amount was diverted from the funds released by the ZPP, EG district for upgradation/maintenance/ restoration of existing assets including minor irrigation schemes, drinking water in emergencies and unforeseen contingencies such as activities of public welfare, contribution to sports festival, cultural programmes, etc.

Executive Engineers stated (May 2008) that the amounts were diverted to meet the demand and action is being taken to address the issue.

2.2.7.8
Non-remittance of statutory deductions
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It was observed that Seignorage charges amounting to Rs 4.03 lakh39 deducted from the work bills of SGRY scheme was not remitted by the MPPs in EG district to Mines & Geology department as on date (June 2008) though the scheme account was closed in April 2007.  It was stated (May 2008) that the amounts would be remitted to the Mines and Geology Department.

2.2.8
Conclusions
The District Planning Committee was not yet constituted in both the districts as such objective of preparing consolidated development plan for the ZPP was not achieved.  Proper monitoring and vigorous pursuance was not made in respect of collection of own revenues, realisation of the revenues retained by the PREDs and also reimbursement of dues from the Government.  Instances of diversion of scheme funds, unfruitful expenditure, and abandonment of works were noticed.  The works were carried out departmentally in contravention of codal provisions.  There was delay in preparation of Annual Accounts.  The monitoring was not proper as the desired level of inspections of MPPs and PREDs have not been conducted.

2.2.9
Recommendations

· District Planning Committee should be constituted on priority basis
· Steps should be taken to augment revenues of ZPPs. 

· The reconciliation of departmental figures with treasury figures should be carried out monthly as stipulated

· Annual Accounts should be prepared as per the time schedule prescribed.

· Vigorous pursuance should be made to obtain utilisation certificates for the grants released.

· Steps should be taken to raise demands for own revenue in time and collection thereof, obtaining of ZPP revenues retained by the PREDs and timely preparation and submission of claims for obtaining reimbursement due from the Government.

· Regular inspections and monitoring of ZPPs/MPPs should be conducted. 
Submission of AARs to Government was delayed





Earmarking of ZPP revenues was delayed due to delay in preparation of Annual Accounts





Non-repayment of HBA loan to Government by the ZPP





Particulars of recovery of HBA were not available on record





Sand auction proceeds were diverted for ineligible purposes





Sand auction proceeds amounting to Rs 1.44 crore has not been collected





Education Endowment Fund of Rs 25.04 lakh was created unauthorisedly





Education contingent grant of Rs 87.89 lakh was not utilised





Education contingent grant of Rs 82.33 lakh was lapsed due to non-utilisation





Honorarium paid to elected members of ZPP was not reimbursed by the Government due to non submission of claims





ZPP revenues were retained by the PREDs without remitting to the ZPPGF





Revenue amounting to Rs 23.99 lakh was not realised





Pension contributions were not colleted from GPs





Amount of Rs 6.39 crore paid pension to the provincialised PR employees was not reimbursed





Provident Fund interest for the year 2003-04 onwards has not yet been reimbursed by the Government due to delayed submission of claims by the ZPP





Grants were released by the ZPP directly to the PREDs instead of through the PAO





Works were taken up departmentally instead of through contractors in violation of codal provisions





SSFC funds amounting to Rs 26.50 lakh were utilised for inadmissible purposes





Expenditure of Rs 52.32 lakh remained unfruitful due to non-functioning of PR wireless grid








SGRY Scheme funds amounting to Rs 63.52 lakh were diverted for inadmissible purposes








Abandonment of construc-tion of ZPP staff quarters has resulted in unfruitful expenditure of Rs 36.78 lakh in addition to forgoing anticipated HRA saving of Rs 27.48 lakh





Works advances amounting to Rs 45.34 lakh remained unadjusted








Works were not completed despite availability of sufficient funds





Departmental figures were not reconciled with treasury figures





Grants were released though UCs for earlier years were not obtained





Annual inspection of the ZPPs was not conducted by the higher authorities





Shortfall in inspection of MPPs by CEOs, ZPP





Earmarked funds released by the ZPP for works were not utilized by the PR division





Unutilised balances of the EMF were not transferred to the respective Finance Corporations





Grants and ferry auction proceeds were retained by the ZPP without distribution to PRIs





Vehicles were purchased by the ZPP without obtaining prior approval of the Government





Objective in establishment of TTC was not achieved due to non-functioning of tailoring centre





User charges amounting to Rs 2.25 crore were not collected 


from the beneficiaries





ZPP General funds were diverted by the PREDs for inadmissible purposes





Statutory deductions were not remitted to the Government account








� East Godavari and Warangal districts


� East Godavari district- (i) Kakinada, (ii) Rajahmundry, (iii) Amalapuram; and 


Warangal district- (iv) Warangal and (v) Mahabubabad 


� East Godavari District - (i) Kakinada (ii) Rajahmundry  and  


    Warangal District -(iii) Warangal (iv) Mahabubabad  


� East Godavari district - (i) Kakinada (Rural), (ii) Rajahmundry (Rural),


    (iii) Amalapuram (Rural), (iv) Karapa, (v) Tallarevu, (vi) Samalkot  and 


     Warangal district-(vii) Mahabubabad, (viii) Jangaon, (ix) Parkal, (x) Narasampet and (xi) Hanmakonda 


�  2002-03 - Rs one lakh; 2003-04 - Rs 14.90 lakh; 2004-05 – Rs 4.36 lakh; 2005-06 – Rs 14.58 lakh and 2006-07 – Rs 10.50 lakh.


�ZPP EG District – Rs 7.32 lakh , MPDO Kakinada (Rural) – Rs 2.55 lakh, MPDO, Karapa – Rs 1.25 lakh, MPDO, Amalapuram (Rural) – Rs 0.10 lakh, MPDO, Tallarevu – Rs 0.60 lakh, PR Division, Kakinada – Rs 23.97 lakh


19 Janagaon – Rs 6.18 lakh, Mahabubabad – Rs 1.15 lakh and Narasampet – Rs 7.00 lakh. 


20 EE, PR Division Amalapuram Rs 15.5 lakh, EE, PR Division Kakinada, Rs 6.04 lakh, MPDO, Kakinada Rural Rs 3.61 lakh, MPDO, Tallarevu Rs 0.75 lakh, MPDO Karapa Rs 0.35 lakh, MPDO Amalapuram (Rural) Rs 0.25 lakh.


21 Para 150 of APPWD Code


22 GO Ms. No.589, PR&RD, dated 29-9-1989


23 GO Ms. No.60, Finance & Planning (FW.BG) department, dated 30-3-2001


24 GO Ms. No.28, PR&RD (Acctts.IV) department, dated 1-6-2004


25 G.O.Ms.No.317 PR (Accounts – I) Department, dated:-13-7-1984


26 Govt., Memo No.15659/CPR – H1/2002-2 PR&RE, dated: 3-11-2003


27 G.O.Ms.No.89 PR I, dated: 17-2-66 and Govt. Memo.No.27459/Accounts II/2002 PR&RD, dated: 19-9-2002


28 PR Division, Rajahmundry – Rs 3.56 lakh, PR Division, Amalapuram – Rs 11.02 lakh and RWS Division, Kakinada – Rs 4.66 lakh.


29 G.O.Ms.No.223/PR & RD Department, dated:-27-05-1999


30 Rule  7(5) of the G O Ms No.524 Education (Rules) Department Dt:20-12-88


31 Rule 9H of Andhra Pradesh Mineral Concession Rules, 1966.


32 ZPP – Rs 75.68 lakh; MPPs – Rs 267.09 lakh and GPs – Rs 40.49 lakh


33 In respect of provincialised employees, pay and allowances are paid by ZPPs from the salary grant released by the Government.  In case of non-provincialised employees, pay and allowances are paid by ZPPs from ZPP General Fund.


34 GO Ms. No.685, PR&RD (Accts.I) department, dated 28-12-1989


35 Sub section (1) of Section 197 and Sub section (1) of Section 268 of Andhra Pradesh Panchayat Raj Act 1994


36 2004-05 – Rs 10.48 lakh  2005-06 – Rs 5.35 lakh  2006-07 – Rs 0.78 lakh.


37 RWS Division, Kakinada Rs 1.83 crore; RWS Division, Rajahmundry Rs 42.30 lakh;


38 PR Division, Kakinada Rs 0.76 lakh;  PR Division, Amalapuram Rs 9.21 lakh; PR Division, Rajahmundry, Rs 2.66 lakh; RWS Division Kakinada Rs 0.56 lakh


39 MPP, Kakinada Rural (Rs 1.20 lakh); MPP, Karapa (Rs 0.08 lakh); MPP, Tallarevu (Rs 1.19 lakh); MPP, Amalapuram Rural (Rs 1.56 lakh)
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