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An Overview of the Functioning, Accountability M echanism and
Financial Reporting issues of Panchayat Raj I nstitutions

An Overview of the Functioning of the Panchayat Raj I nstitutions
(PRIS) in the State

11 Introduction

Government of India (Gol) enacted (1992)%7@mendment to the Constitution to
empower Panchayat Raj Institutions (PRIs) as |sedi-governing institutions to
ensure a more participative governing structuréhencountry. Gol further entrusted
to the PRIs the implementation of various socioretoic development schemes,
including those enumerated in the Eleventh Schedullee Constitution.

The States, in turn, were required to entrust tHesal bodies with such powers,
functions and responsibilities as to enable thenfutection as institutions of self-
governance and implement schemes for economic alawelnt and social justice.

Accordingly, State Government enacted Andhra Pradsichayat Raj (APPR) Act
in 1994 repealing all the existing Acts, to estsibla three-tier systewiz., Gram
Panchayat (GP), Mandal Praja Parishad (MPP) arld Pitaja Parishad (ZPP) at
Village, Mandal and District levels respectively.

1.1.1 State profile

As per 2011 census, total population of the 10ridist of Telangana State was
3.52 crore, of which 2.16 crore (G@kr cen} lived in rural areas. A profile of rural
Telangana is given below:

Table1.1

Rural population Crore 2.16
Rural sex ratio Females per1000 Males 999
Rural literacy rate Percentage 57.25
Zilla Praja Parishads Number 9
Mandal Praja Parishads Number 438
Gram Panchayats Number 8,695

Total number of PRIs (4+5+6) 9,142

Source: Information furnished by CPR&RD and ‘Telang at a Glance’ published (January 2015) by
State Government

1 Applicable in relation to the State of Telangalsmas per Andhra Pradesh Reorganisation Act, 2014
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1.2 Organisational set-up of PRIs

Organisational arrangements for the PRIs, inclusivé&overnment machinery and
elected representatives in the State, are as fellow

Panchayat Raj and Rural Development Department

Principal Secretary
Panchayat Raj, Rural Development and RWS

State
Level

Commissioner Engineer in Commissioner Engineer in
PR& RE Chief (PR) Rural Chief
Development (RWS)

ZPP elected body .
headed by Chief District Project

Chairperson and Executive Panchayat Dir ector

District
assisted by Officer Officer DWMA

Standing (NREGYS)
Committees

MPP elected body L
headed by Devel Opment Divisional
Erecle e : Panchayat
assisted by Officer Officer

Members

GP elected body
headed by Sarpanch
and assisted by
Standing
Committees

Village
Level

Panchayat
Secretary

Dotted lines represent partial supervision

The PRIs are under the administrative control ef @ommissioner, Panchayat Raj
and Rural Employment (CPR&RE). The elected membé&zPP, MPP and GP are
headed by Chairperson, President and Sarpanchcteshe They convene and

preside over the meetings of standing committees@eneral body. The executive
authorities of ZPP, MPP and GP are Chief Execufécer, Mandal Parishad

Development Officer and Panchayat Secretary reispéct They hold the executive

powers for the purpose of carrying out the provisiof the APPR Act, 1994.
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1.3 Functioning of PRIs

Eleventh Schedule to ?3Constitutional Amendment Act, 1992 listed 29 sutsdor
devolution to strengthen the PRIs. During 2007-®@te Government devolved?0
functions to PRIs and thereafter no functions wedexolved. Funds relating to
devolved functions are being released to PRIs tiirdme departments concerned. As
per the information furnished (November 2015) byR&RD, only four departments
released funds amounting @4.14 crore to PRIs in 8 out of 9 districts during
2014-15 Appendix-1.1L

1.4 Formation of various committees

As per the provisions of APPR Act, 1994 various puttees are constituted at ZPP,
MPP and GP level along with District Planning Cortted (DPC). At ZPP level,
severi standing committees are to be constituted to ropnihe progress of
implementation of works and schemes related toestjassigned to them. In every
MPP and GP, there shall be functional committeesafgriculture, public health,
water supply, sanitation, family planning, educatend communication to monitor
the progress of implementation of works and scherbesing the year 2014-15,
scrutiny of the records of 38 PRIs revealed thateispect of 19 PRIs, functional
committees were not constituted.

The State is empowered to constitute a Districhiiteg Committee (DPC) at district

level. DPC shall ensure that each Panchayat irdisteict prepares a development
plan for the financial year which shall be consafet! into the District Development

Plan and shall be submitted to the Governmentrfoorporation into the State plan.
Scrutiny of records of Khammam, Mahbubnagar and &ledistricts revealed that

there were delays in finalisation of annual plamsthe years 2012-13 to 2014-15 by
the DPCs and the delays ranged from 186 days tal8@€

1.5 Audit arrangement

1.5.1 Primary Auditor

Director, State Audit (DSA) functioning under theénainistrative control of Finance

Department, is the statutory auditor for PRIs undedhra Pradesh State Audit
Act, 1989. As per Section 11(2) of the Act, DSAeaguired to prepare a Consolidated
State Audit and Review Report and present it toStete Legislature. The DSA has
two Regional Offices and nine district offices metState. As per Section 10 of the
Act, DSA is empowered to initiate surcharge proaegsl against the persons

2 (i) Agriculture and Agriculture Extension (ii) Amial Husbandry, Dairy and Poultry (iii) Fisheries
(iv) Health and Sanitation (v) Education, includiRgimary, Secondary and Adult Education and
non-formal education (vi) Drinking Water (vii) Patg Alleviation Programme (viii) Women and
Child Development (ix) Social Welfare, including Wée of the Handicapped and Mentally
retarded and (x) Welfare of the Weaker sections iangarticular of the Scheduled Castes and
Scheduled Tribes

% (i) Planning and Finance (ii) Rural developmeii} Agriculture (iv) Education and Medical service
(v) Women welfare (vi) Social welfare and (vii) Wsr

* 9 GPs of Mahbubnagar district and 10 GPs of Raauighy district
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responsible for causing loss to the funds of l@ahorities or other authorities and
such amounts are to be recovered by the executiniority concerned under
Revenue Recovery (RR) Act.

As per the information furnished (May 2015) by D&Adit of two ZPPs, accounts of
22 MPPs and 4,410 GPs were in arrears. DSA at&ib(lfay 2015) non-production
of records by GPs and MPPs for delay in audit eébaants. As of March 2015, 1,294
Surcharge Certificates fa¥3.50 crore were issued, out of whi€B6.52 lakh in
respect of 114 cases were recovered.

DSA submitted Consolidated State Audit and Reviepdrts up to the year 2010-11
to Finance department and the Government tablelor{gey 2014) the Report in the
State Legislature. DSA stated (May 2015) that Chdaton of Report for 2011-12
was completed and printing work was not taken ug da lack of funds.
Consolidation of Report for the years 2012-13 afd3214 is yet to be taken up.
Audit on the accounts for the year 2014-15 is urngleigress. Some of the major
findings noticed in 2010-11 report relate to excasdsisation/non-utilisation/
diversion/mis-utilisation of grants, non-collectiof taxes and fee, advances pending
adjustments etc.

1.5.2 Audit by Comptroller and Auditor General of India

CAG conducts audit of PRIs under Section 14 of CA®PC) Act, 1971. Based on
the recommendations of the Eleventh Finance ConwnissState Government
entrusted (August 2004) the responsibility for pdavwy Technical Guidance and
Supervision (TGS) in connection with the accoumtd audit of Local Bodies under
Section 20(1) of CAG’s (DPC) Act.

Based on test check of PRIs, a consolidated r€p@&@% Note) is prepared at the end
of each financial year and forwarded to the DSAifoproving the quality of their
reports. TGS note for the year 2014-15 was issuétbivember 2015.

Planning and conduct of audit

Audit process commences with assessment of risk dejpartment/local
body/scheme/programme etc., based on expenditcueréd, criticality/complexity of
activities, priority accorded for the activity byo@rnment, level of delegated
financial powers and assessment of internal cantaold concerns of stakeholders.
Previous audit findings are also considered in #ngrcise. Based on this risk
assessment, frequency and extent of audit is diécel an annual audit plan is
formulated to conduct audit. During 2014-15, 38 Rl ZPP and 37 GPs) falling
under the department of Panchayat Raj and RuraklDement were subjected to
compliance audit.

Report of the Comptroller and Auditor General aditnon Local Bodies for the year
ended March 2014 was tabled in the State LegigatuMarch 2015.

Page 4



Chapter | An Overview of the Functioning, Accountdity Mechanism and Financial Reportin
issues of Panchayat Raj Institution

1.6 Response to Audit Observations

After completion of audit, Inspection Reports (IR)ntaining audit findings are

issued to head of the unit concerned. Heads afesffand next higher authorities are
required to respond to observations contained | WRhin one month and take

appropriate corrective action. Audit observatiormsmmunicated in IRs are also
discussed in meetings at district level by officefshe departments with officers of
Principal Accountant General’s office.

As of August 2015, 256 IRs containing 1,805 parplysapertaining to the period up
to 2014-15 were pending settlement as given bef@frthese, first replies have not
been received in respect of 47 IRs and 407 parhgrap

Table1.2
| Rs/Par agraphs wher e even first
Y ear Number of IRs/Paragraphs replies have not been received
IRs Paragraphs IRs Paragraphs
[ Upt02013-14 | 255 1,794 46 396
2014-15 11 1 11

Lack of action on IRs is fraught with the risk oérpetuating serious financial
irregularities pointed out in these reports.

Accountability M echanism and Financial Reporting I ssues

Accountability Mechanism

1.7 Ombudsman

Establishment of an independent Local body ombudssystem is one of the
conditions to be complied with to have access te ftmerformance grants
recommended by the Thirteenth Finance CommissiOil(25). CPR&RD stated
(August 2015) that ombudsman system was not adoptédough independent
ombudsman system was not adopted in the stat&téte Government complied this
condition by making amendments with the existing Békayukta Act 1983 and
hence, grants were released by Gol.

1.8 Social Audit

Social audit involves verification of implementatioof programme/scheme and
delivery of its envisaged results by the communiity active involvement of primary
stakeholders. Social Audit is widely accepted asngoortant mechanism to address
corruption and strengthen accountability in govegntnservice deliveryThe State
Government initiated social audits in 2006 throutjfle Strategic Performance
Innovation Unit (SPIU) to undertake social audiiraplementation of Food for Work
Programme in the State on a pilot basis. In May92@late Government created an
independent autonomous body called the Societ$daral Audit, Accountability and
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Transparency (SSAAT) to carry out social auditdaihatma Gandhi National Rural
Employment Guarantee Scheme (MGNREGS) and other-panerty/welfare
programmes of the Department of Rural Development.

Post bifurcation of the State of Andhra Pradest irg¢langana and residuary State of
Andhra Pradesh with effect from 2 June 2014, thstieg Society has been retained
for Telangana and a new Society was registeredruhdeRegistrar of Societies Act,
2001 for the residuary State of Andhra Pradesh.

A review of ‘Audit of Scheme Rules, 2011 (Socialdd) was undertaken by audit
for the period 2012-15. Major audit findings arséid below:

SSAAT was envisaged to be an independent bodyafalithting and monitoring
the social audit process in the State. Howevethelbolicy decisions, finance and
administrative issues with long term implications @any new social audit
programmes proposed to be taken up by SSAAT amghaiiministered by the
Principal Secretary, Rural Development. Furthecisiens relating to release of
funds or involving expenditure of over rupees om&hl were taken by the
Commissioner, Rural Development (CRD). Even theeruddr of social audit
schedule was approved by the CRD. Thus the Séaidit Unit (SAU) lacked
functional independence in the State.

Gol guidelines (March 2009) on MGNREGS provided $ix per centof the
expenditure on the programme for administrativeeexiiture. Up to oneer cent
of the total annual expenditure under MGNREGS nmaused for meeting cost of
establishment of Social Audit Unit (SAU) and contlug of social audit of
MGNREGS works. Audit scrutiny of the funds relehskeiring 2012-15 for social
audit revealed that SSAAT was pegged at approxignété6 to 0.70per centof
the total expenditure on MGNREGS.

As per Section 3(1) of Scheme Rules, State Govanhsieuld facilitate conduct
of Social Audit of the works taken up under the Acevery Gram Panchayat at
least once in six months and the Social Auditoesraquired to audit 100er cent
verification of muster rolls and work site. Duri@g12-15, Social Audit covered
77 to 94per centof GPs implementing MGNREGS in each year.

. As per State Social Audit Rules, the District Vagite Cell is responsible to take

follow up action on the social audit observatiomsediately (within three days)
on conclusion of the Mandal social audit public e Deviations found in
social audit during 2012-15 wer446.3F crore, of which¥293.92 crore was
approved by presiding officer Against this, onlyZ1.03 crore (less than
oneper cenj was recovered as of March 2015. The post of ®igie Officer is
vacant in three out of nine districts of the State.

® 2012-13 %170.97 crore, 2013-14%152.89 crore and 2014-1%122.45 crore
® District Programme Officer nominates a senioragffinot less than the rank of the Additional

District Programme Coordinator for presiding oues public hearing.

7 2012-13 %0.34 crore, 2013-14%0.42 crore and 2014-1%0.27 crore
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1.9 Submission of Utilisation Certificates (UCs)

Scheme guidelines of Centrally Sponsored Schem&S)Gnd Central Finance
Commissions (CFCs) stipulate that UCs should baionbtl by departmental officers
from the grantees and after verification shouldftevarded to Gol. Scrutiny of
records of 38 PRIs during 2014-15 revealed thatespect of 29 PRIs, UCs

amounting tX7.55 crore for the period (2010-2014) were yet ¢oflrnished as of
March 2015.

1.10 Internal Audit and Internal Control System of PRIs

As per the information furnished (August 2015) l§R&RD no internal audit system
was adopted. As per Andhra Pradesh Panchayat Ragpff Delegation of Powers
Rules, 2000 the Commissioner shall inspect all Z&BRRe in calendar year and submit
copies of Inspection Notes for review by the Goveznt.

In respect of GPs, as per Section 44(2)(a)(b) oPRPAct, 1994 the Government
should appoint District Panchayat Officer, DivissbnPanchayat Officer and
Extension Officers as Inspecting Officers for oeeiag the operations of Gram
Panchayat (GP). Scrutiny of records of 37 GPs du@014-15 revealed that in
respect of 1D GPs, inspections were not conducted (2010-14)rtyycd the above
authorities, while no inspection reports were foummd support of inspections
conducted by the authorities concerned in*f/@Ps.

Financial Reporting I ssues

1.11 Sources of funds

Resource base of PRIs consists of own revenue afedeby collection of tax and
non-taX? revenues, devolution at the instance of State @amhtral Finance
Commissions, Central and State Government grants&ntenance and development
purposes and other receiptsThe authorities responsible for reporting the ofe
funds in respect of Zilla Praja Parishads (ZPPs9nd&l Praja Parishads (MPPs) and
Gram Panchayats (GPs) are the Chief Executive @ff{€CEQO), Mandal Parishad
Development Officer (MPDO) and Panchayat Secretspectively.

Summary of receipts of PRIs for the years 2010+&5gaven below. Receipts for the
period 2010-14 pertain to the composite state vasettee receipts for 2014-15 pertain
to the state of Telangana.

8 19 GPs of Mahbubnagar, 9 GPs of Rangareddy and ZEOKhammam

° 5 GPs of Mahbubnagar, 1 GP of Nalgonda and 4 GRangareddy district

1% Aloor and Changonda GPs of Mahbubnagar district

M property tax, advertisement fee etc.,

12\Water tax, rents from markets, shops and othgresties, auction proceeds etc.,
13 Donations, interest on deposits etc.,
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Table1.3
 in crore)
I R T N e
Own Revenue 955.77 1,009.24 976.50 736.50 16.96*
Assigned Revenue™ 262.39 344.02 154.36 457.24 10.97*
State Gover nment Grants 797.05 1,185.85 343.97 350.59 19.60
Gol Grants 2,639.37 2,342.19 1,201.03 1,330.86 1,131.28
Other Receipts 362.45 331.68 84.18 Nil NA
- Total 5,017.03 5,212.98 2,760.04 2,875.19 1,178.81

Source: Commissioner, Panchayat Raj
* data pertains to only 4 ZPPs and GPs of Adilalolstrict

1.11.1 Financial assistance to PRIs

The quantum of financial assistance provided byeS&overnment to PRIs by way of
grants and loans for the years 2010-14 pertairotoposite state of Andhra Pradesh
and 2014-15 pertain to state of Telangana is goetow:

Table1.4
(in crore)

2010-11 2011-12 2012-13 2013-14 2014-15

292.29 302.75 329.27 328.89 203.18 [P

Actual Release 141.64 151.31 158.10 164.57 30.30 645.92
Expenditure 122.08 96.87 98.20 114.85 30.30 462.30

Source: Commissioner, Panchayat Raj

1.11.2 Fund flow arrangement in flagship programmes

Details of fund flow with regard to the two flagehprogrammes of Gol are given
below:

st qEel 2o The funding under the scheme is made by Gol thraughfunding
Grant Sl windows namely i) capability building fund and d@@velopment gran .
(BRGF) The funds should be released by State GovernmdpRts within 15
days of release of funds by Gol failing which St@®vernment has t>
pay penal interest to PRIs at RBI rate of intefestthe period of
delay. Funds are to be kept in a nationalized leairgost office by the:
PRIs and interest earned on these is to be utilizeatcordance witl

14 Seigniorage fee and surcharge on stamp duty ¢etldry Departments of Mines and Geology and
Stamps and Registration are apportioned to Locdlé&ain the form of assigned revenue
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the guidelines of the programme.

Capability building fund: During 2011-15 (upto 1 June 201.1),
%39.74 cror® was released by composite state of Andhra Pradesh
towards Capability building fund, of whid®24.94 crore was incurre d

as expenditure. Details for the year 2014-15 wetdurnished despit 2
specific request

Development grant: During 2011-14%831.11 crore was allocated )y
Gol to composite state of Andhra Pradesh as ag&6tt.15 crore
only was released af$34.55 crore was spent. In 2014-15 as agi.inst
allocation of ¥285.50 crore,389.42 crore only was released to
Telangana State, expenditure details not furnished.

VEREIpERREERL e The Mahatma Gandhi National Rural Employment GuaearAct

National N (MGNREGA) was enacted (September 2005) and implézdem a

Employment phased manner. The Act aims at enhancement oihloga security of

ellE=i==nsvhl= sl the households in rural areas of the country, loyiging at least 101)
(MGNREGYS) days of guaranteed wage employment in every figduyear to ever
rural household whose adult members volunteer toudskilled

manual work. Creation of durable assets is alsiongortant objective

of the Act, with other auxiliary objectives includj protection of

environment, empowering rural women, reducing ruraban

migration, fostering social equity, and strengthgniural governanc 2
through decentralization and processes of transpgreand

accountability.

The funds received from Gol and GoTS are pooled State
Employment Guarantee Fund (SEGF). The fund flowninitored
through Central Fund Management System (CFMS). eSbérboth
State and Central is kept with the nodal bank atiddgbad. The
respective designated drawing officers are requicedhise the Fun i
Transfer Orders (FTOs) directly to the Director, £@s and whe1
wages/payments are due.

During 2011-15 (upto 1 June 201¥D0,844.31 crore was released by
Gol and composite state of Andhra Pradesh, of wRzh,789.17
crore was incurred as expenditure. From 2 Jund 20131 March
2015,31,299.44 crore was released by Gol and state @ngeha, o
which¥1,352.43 crore was incurred as expenditure.

1.11.3 Application of funds

Summary of expenditure incurred by PRIs for therye010-14 pertain to composite
state of Andhra Pradesh and 2014-15 pertain te efafelangana is given below.

Bincludes interest credited
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Table 1.5
( in crore)

m Typeof expenditure | 2010-11 | 2011-12 | 201213 | 2013-14 | 2014-15

Revenue expenditure  3,314.82 2,968.66 1,405.50 3,562.39 134.15#

Capital expenditure 1,545.82 1,464.15 1,033.47 1,756.98 32.22*

Source: Commissioner, Panchayat Raj
# data pertains to only 4 ZPPs and GPs of Adilabasrict
* data pertains to only 3 ZPPs and GPs of Adilalistrict

1.12 Recommendations of State Finance Commission (SFC)

As per Article 243-1 of the Constitution and Senti@35 of APPR Act, 1994,
constitution of SFC once in five years to recommeegolution of funds from the
State Government to Local bodies is mandatory. dTl8FC was constituted in
January 2003 and submitted its report in 2008. HeweState Government issued
orders for implementation of the recommendationSBE€ only in December 2013.
Againsti1,274.34 crore recommended by SFC for devolutiorfiuafis to PRIs of
composite State of Andhra Pradesh every year, Gowant accepted to release only
%113.64 crore per annum. Wh#é64.59crore per annum was treated as fulfilled on
the grounds of allocating the funds under respediiead® in Budget,Z496.11crore
per annum was not acceptécby the Government. As parallel State Finance
Commission was not appointed by December 2013Ctimamittee of Ministers and
Secretaries felt that recommendations of Third kR@e@aCommission could be applied
for the period from 2010 to 2015 also. During 2aB)-State Government released
%135.63 crore to PRIs of Telangana state, of wRig#h.81 crore was spent as of
October 2015.

Scrutiny (2014-15) of records of 3GPs pertaining to SFC grants revealed that an
amount oR3.72 lakh was lapsed to Government as funds waratiiged in time.

1.13 Recommendations of the Thirteenth Finance Commission

Based on the recommendations of Thirteenth FinaDommission, Gol released
funds to ZPPs, MPPs and GPs. The grant is releaseer two components (basic
component and performance based component). Aopodf basic as well as
performance grant is allocated to special dreasllocation and releases for the years
2010-14 pertain to composite state of Andhra Pradesl information in respect of
2014-15 pertain to state of Telangana are giveovoel

16 construction of GP buildings, provision for basiivic amenities and core amenities in GPs,
construction and maintenance of rural roads, pravidor drinking water facilities in schools,
maintenance of cyclone shelters, maintenance dfl nwater supply schemes and hand pumps
released to GPs etc.

" apportionment of excise income and income fromketacommittees, reimbursement of education
contingent grant to ZPPs, provision for rural watepply schemes and rural sanitation

18 8GPs of Mahbubnagar district and 5 GPs of Ranghrdibtrict

19 Schedule areas listed under Schedule-V of Cotistitu
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Table 1.6

& in crore)

486.64 834.77 117962  1,357.06 65289  4,510.98
486.64 307.65 0 158557 895.16 3275.02

Source: Ministry of Rural Development, Gol

Commissioner PR stated th&fl,722.91 crore was released during 2010-15 to
Telangana districts arf®76.11 crore was incurred as of October 2015.

1.14 Maintenance of Records

Records such as Cash book, Assets Register, Ad\Register, Stock Registers etc.,
are to be maintained as per the provisions of ARBR1994 in respect of ZPPs and
MPPs and for GPs as per GP Accounts Manual of RgathRaj and Rural
Development Department. Scrutiny of records of 3RIsPrevealed improper
maintenance of cash book in fffé°RIs, non-maintenance of stock registers iff 19
PRIs and non-maintenance of asset register in $eR&is.

1.14.1 Advances pending adjustment

As per Andhra Pradesh Financial Code, advancesspaiald be adjusted without any
delay and the Drawing and Disbursing Officers (DP@sncerned should watch their
adjustment. Scrutiny of records of 38 PRIs durifG@4£15 revealed that in respect of
threé€® PRIs, funds amounting &2.46 lakh advanced to staff for various purposes
during 2010-14 remained unadjusted as of March 2015

1.14.2 Physical verification of stores and stock

Article 143 of Andhra Pradesh Financial Code staped that all stores and stock
should be verified physically once a year and &fagte to this effect be recorded by
the Head of the Office in the Register concernedutBy of records of 38 PRIs

during 2014-15 revealed that in respect of*BRIs, annual physical verification of
stores and stock was not being conducted.

1.14.3 Non-reconciliation of departmental figures with treasury

As per paragraph 19.6 of Andhra Pradesh Budget BarDOs are required to

reconcile departmental receipts and expenditurb thibse booked in treasury every
month to avoid any misclassification and frauduldragwals. Scrutiny of records of
38 PRIs during 2014-15 revealed that in respec2®Bf PRIs, reconciliation was

pending from 2010-11 onwards.

204 GPs of Mahbubnagar and 1 GP of Rangareddyadistri
2112 GPs of Mahbubnagar and 7 GPs of Rangareddycttst
223 GPs of Mahbubnagar and 4 Rangareddy district

% 3 GPs of Rangareddy district

%5 GPs of Mahbubnagar and 7 GPs of Rangareddyctlistr
%14 GPs of Mahbubnagar and 8 GPs of Rangareddijctlist
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1.14.4 Cases of misappropriation

Andhra Pradesh Financial Code stipulates respditigibiof Government servants in
dealing with Government money, procedure for fixirggponsibility for any loss
sustained by Government and action to be initifieedecovery. State Government
ordered (February 2004) the Secretaries of alldém@artments to review the cases of
misappropriation in their departments on a montidgis and the Chief Secretary to
Government to review these cases once in six mowtkis all the Secretaries
concerned. Misappropriation cases noticed by DoreState Audit during 2013-15
yet to be disposed, as of May 2015 are given below.

Tablel1.7
 in lakh)
_ No. of cases ~ Amount No. of cases  Amount
21 18.29 0 0
Mandal Praja Parishads 167 37.15 2 1.13

Gram Panchayats 934 325.74 15 3.48

Source: Information furnished by Director, Statediu

Urgent action needs to be taken by the Governnnethiis regard.
1.15 Maintenance of Accounts by PRIs

PRIs maintain accounts on cash basis. Model acrmusistem was prescribed by
Gol in consultation with the Comptroller and AuditGeneral of India. State

Government issued orders (September 2010) for adpiptis format using PRIASoft,

i.e., Panchayat Raj Institutions Accounting Sofevadeveloped by National

Informatics Centre (NIC).

Government confirmed (September 2014) that onloo®anting was completed in all
the PRIs. However, test check (2014-15) of accoont88 PRIs using PRIASoft

revealed that in Ravalkole GP of Rangareddy distuploaded the Receipts and
Payments in PRIASoft, but Annual Accounts werelrehg generated. In respect of
eight® PRIs, there were discrepancies between PRIASafergéed accounts and
manually prepared accounts for the years from 2l2ic 2013-14.

1.16 Issues related to AC/DC Bills

As per Government ordéfsan amount drawn on Abstract Contingent (AC) bills
should be adjusted by submitting Detailed Conting®c) bills for the expenditure
incurred, to the AG(A&E) with supporting vouchergthvin one month of drawal of
such amounts.

% 4 GPs of Mahbubnagar and 4 GPs of Rangareddyodlistr

"GO Ms No.285 Finance (TFR-Il) Department datedQd&ober 2005, Andhra Pradesh Treasury
Code, Rule 16, sub rule 18 (d) and GO Ms Nos. 3®8d 307 of April/May 2002 of Finance
Department
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Scrutiny (February 2015) of records of test-checR&l (ZPP Medak) revealed that
CEO, ZPP Medak drew (March/April 2014) AC bills anmting t036.39 crore for
conducting Zilla Parishad Territorial ConstituenPTC) and Mandal Parishad
Territorial Constituency (MPTC) elections. Chiekd€utive Officer, ZPP Medak
stated (February 2015) th&@0.26 crore was yet to be remitted to the Government
account. However, details of DC bills &8.13 crore was not furnished.

1.17 Maintenance of database and the formats therein on the
finances of PRIs

State Government released (2002-10) Eleventh andiffhwFinance Commission
grants amounting t67.37croré® to Commissioner Panchayat Raj of composite State
of Andhra Pradesh for creation of database on @esmf PRIs. Of thi§14.03 crore
was allocated to Telangana State and transferredotamissioner Panchayat Raj,
Telangana.

1.18 Conclusion

State Government is yet to devise a system formhtaa consolidated picture about
the finances of the PRIs. State Government dedol®out of 29 subjects listed in
Eleventh Schedule to #3Constitutional Amendment Act, 1992. Of these,din
relating to only four departments (Agriculture, Ardl Husbandry, Backward Classes
Welfare and Fisheries) were released to PRIs. Rantyper centof sanctioned posts
were lying vacant under various categories. Thitgtey audit of two ZPPs, 22 MPPs
and 4,410 GPs to be conducted by DSA were in &rdae to non-production of
records.

Accountability framework and financial reporting IRRIs were inadequate as
evidenced by non-recovery of amounts towards deviatfound in social audit, non-
conducting of inspections of ZPPs and GPs by deyntal authorities, improper
maintenance of cash books and stock registers, furarshing of utilisation
certificates, advances pending adjustment, poodwciing of physical verification of
stores and stock, non-reconciliation of departmeiigares with treasury and non-
disposal of misappropriation cases, etc.

% including interest

Page 13






