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This report for the year ended March 2015 has Ipeepared for submission to
the Governor of Telangana under the CAG’s DPC A871.

The Report contains significant results of the tudfi the Panchayat Raj
Institutions and Urban Local Bodies in the Statduding departments concerned.

The issues noticed in the course of test auditherperiod 2014-15 as well as
those issues which came to notice in earlier ydarscould not be dealt within
the previous Reports have also been included, whereecessary.

The audit has been conducted in conformity with ifng Standards issued by the
Comptroller and Auditor General of India.
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1 About this Report

This Report of the Comptroller and Auditor Genexfalndia (CAG) relates to matters
arising from performance audit of selected prograsmf Panchayat Raj and Rural
Development (PR&RD) and Municipal Administration datdrban Development
(MA&UD) departments implemented with involvement ladcal Bodies along with
compliance audit of PRIs and ULBs.

This report also contains overview of finances aedounts of local bodies and
observations on financial reporting.

2 Significant Audit findings

This Audit Report includes results of one perforseraudit and five compliance
audit paragraphs of PRIs and ULBs. Draft perforoeaaudit and compliance audit
paragraphs were forwarded to Government and repliesever received have been
duly incorporated in the Report. Significant auditings relating to their audits are
discussed below:

2.1 Performance Audit on Infrastructural development in slums
identified under IHSDP

Integrated Housing and Slum Development Programmiéi$DP) is one of the
components of Jawaharlal Nehru National Urban RenalvMission (JNNURM)
launched by Government of India (Gol) in Decembed@5 to encourage reforms
and fast track planned development of identifiedies. This programme combines
the Valmiki Ambedkar Awas Yojana (VAMBAY) and Natial Slum Development
Programme (NSDP) to bring about an integrated appob in improving the living
conditions of urban slum dwellers by providing adexje shelters, amenities and
community infrastructure. The programme is applicibto all the cities and towns
as per census 2001 except those covered under INMUFRhe basic objective of the
programme is to strive for holistic slum developntesith a healthy and enabling
urban environment. Out of 16 projects sanctionedO(-09) in the State for
infrastructure development under IHSDP at a cost &81.17 crore, ninéprojects
costing ¥113.53 crore were selected for detailed scrutinyséd on the highest
approved cost in each of the districts. Performaneedit of Infrastructural
Development in slums identified under IHSDP revedlthe following:

Programme was implemented in 32 non-notified slum4, hazardous/objectionable
slums and 66 slums in private owned lands by inéng an expenditure of
¢76.52 crore in violation of Government orders.

! Bodhan, Jangaon, Mancherial, Miryalaguda, Naraggripalwancha, Siddipet, Tandur and Suryapet
(Pilot study)
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Preparation of Detailed Project Reports sufferedofn various deficiencies viz.,
non-inclusion of existing facilities/amenities inhe slums, non-convergence with
other departments etc.

(Paragraph 4.6.2)

Due to non-availability of sites, construction ofommunity utility centres and
community toilets were not taken up. Further, fif@ community utility centres
constructed in test-checked projects were not potuse defeating the intended
purpose.

(Paragraphs 4.7.1.4 & 4.7.3)

State Level Nodal Agency (SLNA) retained an amouf4.95 crore as of
March 2015 without releasing to implementing ageasirefunding to the Gol/State
Government.

(Paragraph 4.8.2)

Monitoring system was not effective as evident froshortfall in training
programmes, non-conducting of social audits etc.

(Paragraphs 4.11.2 to 4.11.5)

Despite implementation of various programmes/schemfor providing basic
infrastructure facilities and improving conditionsn the slums from time to time,
de-notification process was not taken up by the WL Bf test-checked projects. The
overall number of slums increased despite implenaian of the programme.

(Paragraph 4.11.6)
2.2 Compliance Audit Paragraphs

221 Municipal Solid Waste Management (MSWM)

Government of India notified “The Municipal Solid \Wste (Management and
Handling) Rules 2000” in September 2000 to manadpe tincreasing quantum of
waste generated due to urbanisation. Pursuant tsflGovernment of the composite
State of Andhra Pradesh formulated guidelines inrd& 2005 to promote awareness
among the public about the principles of waste mgeanent and ensure that the
cities and towns in the State are clean with highaijty of public health.

Audit of implementation of Solid Waste ManagemerBWM) by Urban Local
Bodies (ULBs) in Telangana was conducted in two Maipal Corporations
(Nizamabad and Warangal) and two Municipalities (Maubnagar and Nalgonda)
in the State. It was observed that ULBs have nogleompliant with the Municipal
Solid Waste (Management and Handling) Rules in seleregards relating to
collection, segregation, storage, processing anspodisal.

(Paragraph 5.1.2.)
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Only 30 per cent segregation of Municipal Solid WagMSW) was done at source
point.

(Paragraph 5.1.4.1(v))

Appropriate technology was not adopted for procagsof waste to minimise burden
on landfill. Segregation of E-waste was not dondheir at source or at transfer
station/dumping yard in any of the test checked Maipalities/Corporations

leading to environmental hazard.

(Paragraph 5.1.6)
2.2.2 Misappropriation of receipts in Narayankhed Gram Panchayat

In Narayankhed GP of Medak district daily collectis of various taxes and non-
taxes amounting to?16.92 lakh pertaining to 2012-15 were not remittewto

treasury. Non-compliance with Government rules art@ck of internal controls
resulted in possible misappropriation of&15.18 lakh and temporary
misappropriation of&l.74 lakh.

(Paragraph 2.1)

2.2.3 Delayed remittances resulted in avoidable expendita

Failure of Society for Elimination of Rural Povert{SERP) in remitting Provident
Fund Contributions on time resulted in avoidable genditure of #1.11 crore,
besides incurring liability 0of?0.23 crore on pending charges.

(Paragraph 2.2)
2.2.4 Unfruitful expenditure of ¥18.29 crore
Failure to pursue with Hyderabad Metropolitan Wateupply & Sewerage Board
(HMWS&SB) and non-identification of alternate souecof supply of safe drinking
water to the Chevella Comprehensive Protected We&epply Scheme (CPWSS)
project resulted in unfruitful expenditure o€18.29 crore

(Paragraph 2.3)
2.2.5 Avoidable payment of interest and damages ¥1.08 crore
Delayed remittance of Employees State Insurance ljEc®ntributions by Warangal

Municipal Corporation resulted in avoidable paymerdf ¢1.08 crore towards
interest and damages

(Paragraph 5.2)
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Chapter |

An Overview of the Functioning, Accountability Mechanism and
Financial Reporting issues of Panchayat Raj Instittions

An Overview of the Functioning of the Panchayat Ra|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:

Table 1.1
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

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

ZPP elected body .
- Chief District Project

District Chairperson and Executive Panchayat SE/ Director

Level assisted by Officer Officer PR DWMA

Standing (NREGS)
Committees

MPP elected body
headed by
President and
assisted by
Members

Mandal Divisional
Development Panchayat
Officer Officer

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.
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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

Table 1.2
IRs/Paragraphs where even first
Year e Rk G relles have not been received
Paragraphs Paragraphs
[ Up to 2013-14 | 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 Mechanism and Financial Reporting Isues

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 Issues

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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Table 1.3
 in crore)
Own Revenue 955.77 1,009.24 976.50 736.50 16.96*
Assigned Revenu¥ 262.39 344.02 154.36 457.24  10.97*
State Government 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:

Table 1.4
(in crore)

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

292.29 302.75 329.27 328.89 203.18 [V

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:

=L Eel 2kt The funding under the scheme is made by Gol thraughfunding
Grant il windows namely i) capability building fund and @@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.

VEGETESREERL R The Mahatma Gandhi National Rural Employment GuaearAct

National 18 (MGNREGA) was enacted (September 2005) and implésdeim a

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

EVEIEEER S the households in rural areas of the country, loyiding at least 101)
(MGNREGS) 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

Page 9



Audit Report on ‘Local Bodies’ for the year endeddyth 2015

Table 1.5
( in crore)

Type of 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*

- 486064 443281 243897 531937 166.37

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  1,179.62  1,357.06 652.80  4,510.98
Releases 486.64 307.65 0  1,585.57 895.16  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.

Table 1.7
 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
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Panchayat Raj and Rural Development Department

2.1 Misappropriation of receipts in Narayankhed Gram
Panchayat

Non-compliance with Government rules and lack of iternal controls resulted in
possible misappropriation of ¥15.18 lakh and temporary misappropriation of
%1.74 lakh.

Andhra Pradesh Treasury cdd&ule-7of Part-I) stipulates that all moneys reedi
by or tendered to Government servants in officegdaxity shall be paid in full into the
treasury without undue delay and moneys receivatl sbt be appropriated to meet
departmental expenditure. As per Rules relatingeoeipts and Expenditure of Gram
Panchayats issued (June 1966) by State Governm@émhoneys received shall be
brought into account as soon as they are receimddna moneys received shall be
utilised for its expenditure, without being broughto account and paid or remitted
into the concerned treasury.

Scrutiny of records (July 2015) of Narayankhed Gfedak district revealed that
daily collections of various taxes and non-taxesamting t0316.92 lakf pertaining
to 2012-15 were not remitted into treasury. It waticed that

I. An amount oR5.70 lakh was yet to be remitted into treasuryfasugust 2015.

ii. An amount oR7.99 lakh was utilised towards GP expenditure withhemitting
into treasury.

lii. An amount ofR1.49 lakh out oR3.23 lakh was stated to have been remitted
(July-August 2015) into treasury. However, thereswa proof of remittance of
this amount with the Gram Panchayat by way of supppdocuments. There
was delay in remittance oR1.74 lakh which indicated temporary
misappropriation.

Gram Panchayat authorities accepted (August 20@Bjyremittance of tax receipts
into treasury and their utilisation.

Thus, non-compliance with Government rules and Iafciaternal controls to ensure
compliance with rules resulted in possible misappation of ¥15.18 lakf and
temporary misappropriation &i.74 lakh.

1 Applicable in relation to the State of Telangalsmas per Andhra Pradesh Reorganisation Act, 2014
? 30.44 lakh 2012-1812.12 lakh 2013-1&4.36 lakh 2014-15
3 %7.99 lakhZ5.70 lakh an@1.49 lakh ¥3.23 lakh Z1.74 lakh)
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2.2 Delayed remittances resulted in avoidable
expenditure

Failure of authorities of Society for Elimination o Rural Poverty (SERP) in
remitting Provident Fund Contributions on time resulted in avoidable expenditure
of ¥1.11 crore, and committed liability of%0.23 crore on pending damage charges
and interest.

As per the provisions of Employees’ Provident Fuadd Miscellaneous Provisions
Act 1952, the recoveries effected by the employemfthe wages of employees on
account of Provident Fund (PF) have to be remitettie Fund Commissioner within
15 days after the end of the month. Failure toitresuch recoveries within the
prescribed time attracts damage charges rangimg 5per cent(for delays less than
two months) to 2per cent(six months and above) along with interest at #te of
12 per centper annum.

Scrutiny (December 2014) of records of Society Etimination of Rural Poverfy
(SERP), Telangana relating to recovery and renaéasf PF contributions revealed
that the Fund Commissioner issued (July 2012 to ®#@34) notices amounting to
%1.34 crore for delays in remittance of contribusias detailed idppendix 2.1 As
against the demand, an amoun¥bfl1 crore was paid (August 2012 to August 2015)
to Fund Commissioner towards damage charges age bt

Chief Executive Officer, SERP stated (August 2013t damage charges were
attracted due to decision (July 2009) of SERP Cibuncextend the Employees’

Provident Fund (EPF) scheme to all the SERP empkwt par with Fixed Tenure
Employees (FTE) retrospectively from 01 January&0stead of 01 April 2008.

Reply is not acceptable since SERP had defaultecknmtting recoveries for the

period July 2002 to May 2014, which included penobr to 2008.

Thus, failure of authorities of SERP in remittingoAdent Fund Contributions on
time resulted in avoidable expenditure I#.11 crore and committed liability of
%0.23 crore on the pending damage charges andshtere

* Established (2000) by the State Government asnsitse support structure to facilitate poverty
reduction through social mobilization and improveinef livelihoods of rural poor. District Project
Monitoring Unit (DPMU) and Tribal Project MonitomgnUnit (TPMU) implements the programmes
of SERP in districts and tribal areas respectively
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2.3 Unfruitful expenditure ofI18.29 crore

Failure to pursue with HMWS&SB and non-identification of alternate source of
supply of safe drinking water to the Chevella CPWS®roject resulted in unfruitful
expenditure of%18.29 crore.

State Government approved (July 2008) a Compreleriziotected Water Supply
Scheme(CPWSS) to 18 habitations of Chevella Mamd&angareddy district at an
original estimated cost &20 crore. Water (2114 KLD) for the scheme was psepo
to be drawn from the Singapur Reservoir of Hydedabetropolitan Water Supply
&Sewerage Board (HMWS&SB). The proposal for supphthe requisite quantity
(2114 KLD) of water from Singapur Reservoir hadrbapproved by HMWS&SB in
2005. The work was entrusted in June 2008 to afwiagency viz., The Indian Hume
Pipe Co. Ltd, Mumbai, through e-procurement temdgprocess. The target date of
completion initially, fixed for June 2009, was extied from time to time and the
work was eventually completed in all respects ingést 2013 after incurring an
expenditure o%18.29 crore.

Audit scrutiny (February 2015) of records of RuMlater Supply Division,
Hyderabad revealed that the CPWSS was not opeatised even as of July 2015
due to the refusal of HMWS&SB to permit drawal adter from Singapur Reservoir.
HMWS&SB expressed inability (July 2012) to provitte agreed quantum of water
to this scheme in view of the increase in demanthfHyderabad city consequent to
merger of municipal areas in the periphery of Hatded city with Greater Hyderabad
Municipal Corporation.

Despite the lapse of six years from the originej¢ged date of completion (2009) of
the scheme and two years after the completion efwtbrk, the scheme remained a
non-starter. The State Government neither pursudd MMWS&SB for drawal of
water for these habitations nor did it identify alternate source of water for the
project/scheme. Consequently, not only had thereipge 0f18.29 crore proved to
be infructuous, the inhabitants of the 18 habiteiof Chevella Mandal continue to
be deprived of safe drinking water facility.

Government replied (October 2015) that the schea® wnder trial run and would be
commissioned by the end of October 2015. Replptsanceptable since HMWS&SB

has reiterated (November 2015) that in the presecamstances they are unable to
provide for water supply from the Singapur Resarfai the Chevella Mandal
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Chapter Il

An Overview of the Functioning, Accountability Mechanism and
Financial Reporting issues of Urban Local Bodies

An Overview of the Functioning of the Urban Local Bxdies (ULBS) in
the State

3.1 Introduction

Government of India (Gol) enacted (1992)"7amendment to the Constitution to
empower Urban Local Bodies (ULBs) as local selfgming institution to ensure a
more participative governing structure in the copunGol further entrusted the ULBs
with implementation of various socio-economic depehent schemes, including
those enumerated in the Twelfth Schedule to thest@ation.

The States, in turn were required to entrust tHesel bodies with such powers,
functions and responsibilities as to enable thefuotion as effective institutions of
self-governance and implement schemes for econdevielopment and social justice.

Accordingly, State Government enacted Andhra Praddsinicipal Corporations

Act, 1994 to set up Municipal Corporations in th&@at8. Provisions of Hyderabad
Municipal Corporation (HMC) Act, 1955 including tipeovisions relating to levy and
collection of taxes or fees were extended to dkptMunicipal Corporations in the
State of Andhra Pradesh. Municipalities are, howevgoverned by the

Andhra Pradesh Municipalities Act, 1965

3.1.1. State profile

As per the 2011 census, the total population oflthdistricts of Telangana State was
3.52 crore, of which 1.36 crore (®@r cenj lived in urban areas. A profile of urban
Telangana is given below:

Table 3.1
‘= Urban population Crore 1.36
Urban sex ratio Females per 1000 Males 970
Urban literacy rate Percentage 81.09
Municipal Corporations Number 6
Municipalities Number 37
Nagar Panchayats Number 25

Total number of ULBs (4+5+6) 68

Source: Information furnished (September 2015) bgmm@issioner and Director Municipal
Administration (CDMA) and ‘Telangana at a glanceiljished (January 2015) by State Government

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

Organisational arrangements for the ULBs, inclusi¥€overnment machinery and
elected representatives in the State, are as fellow

Municipal Administration and Urban Development Depatment

Principal Secretary, MA & UD

Commissioner and Director of
Municipal Administration

Municipal Corporations Municipalities

Mayor
Dy. Mayor

o Chairperson
(elected) Commissioner

Dy. Chairperson
(elected)

Commissioner

Standing Additional / Deputy

Committees Commissioners Ward Manager

Slulie S Municipal Engineer

Municipal Health Officer

Ward Committees o .
City Engineer Municipal Town Planning

Medical Officer of Health BT Officer
Municipal Educational Officer

Town Planning Officer
Municipal Examiner of Accounts Other Staf

Municipal Secretary
Other Staf

[Except Greater Hyderabad Municipal Corporation, nehthe Commissioner is directly under |the
lcontrol of Principal Secretary, MA&UD

The ULBs are under the administrative control &f @ommissioner and Director of
Municipal Administration (CDMA). The elected membesf ULBs are headed by
Chairperson. They convene and preside over theimggedf Standing committees
and General body. The Municipalities and Corporetitransact their business as per
the provisions of the Acts concerned. Day-to-dayiadstration of all the ULBs rests
with the Commissioner.

3.3 Functioning of ULBs

The 74" Constitutional Amendment Act, 1992 identified i$étions for ULBs as
incorporated in Twelfth Schedule to the Constitatidll the functions mentioned in
this Schedule were devolved to ULBs in the StatepkFire Services
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3.4 Formation of various committees

The Municipalities and Corporations transact theisiness as per the provisions of
the Acts concerned. In respect of the CorporatiStesnding Committees, comprising
the Chairpersons of all the Ward Committees unaemt meet at intervals prescribed
by the Act. Similarly, in respect of the Municigaés, the Municipal Ward
Committees meet at prescribed intervals to trankasiness, make regulations and
scrutinize municipal accounts. The main functiofishe Ward Committees (both
Municipalities as well as Corporations) include \psmn and maintenance of
sanitation, water supply and drainage, street ihght roads, market places,
playgrounds, school buildings, review of revenu#ections, preparation of annual
budget etc. Department stated (September 2015ptha&8 ULBs, ward committees
were constituted only in Bodhan ULB.

3.5 Audit arrangement
3.5.1. Primary Auditor

Director, State Audit (DSA) functioning under theénainistrative control of Finance
Department, is the statutory auditor for ULBs underdhra Pradesh State Audit
Act, 1989. As per Section 11(2) of the Act, DSAesguired to prepare a Consolidated
State Audit and Review Report and present it toStade Legislature. The DSA has
two Regional Offices and nine District offices iel@ngana State. As per Section 10
of the Act, DSA is empowered to initiate surchapgeceedings against the persons
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 100 accounts were in
arrears. DSA attributed (May 2015) non-productioh records by Municipal
Corporations, Municipalities and Nagar Panchayais per the information furnished
(May 2015) by DSA, no surcharge proceedings wexaed.

DSA submitted Consolidated State Audit and Reviepdrts up to the year 2010-11
to the Finance department and the Government tdBleloruary 2014) the Report in
the State Legislature. DSA stated (May 2015) thanhdgblidation of Report for
2011-12 was completed and printing work was noemakkp due to lack of funds.
Consolidation of Report for the years 2012-13 afd3214 is yet to be taken up.
Audit of the accounts for the year 2014-15 is ungergress. Some of the major
findings noticed in 2010-11 report relate to excasdsisation/non-utilisation/
diversion/mis-utilisation of grants, non-collectiohtaxes and fee, advances pending
adjustments etc.

3.5.2. Audit by Comptroller and Auditor General of India

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

Based on test check of ULBs a consolidated red@sS( 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 issa@tbvember 2015.

Planning and conduct of audit

Audit process commences with assessment of risk defpartment/local
body/scheme/programme etc., based on expenditcuered, 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 #nercise. Based on this risk
assessment, frequency and extent of audit is dicdel an annual audit plan is
formulated to conduct audit. During 2014-15, 15 WL{hree Municipal Corporations
and 12 Municipalities) falling under the departmehMunicipal Administration and
Urban Development were subjected to performancecantliance audit.

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

3.6 Response to audit observations

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

issued to head of the unit concerned. Heads ofesffand next higher authorities are
required to respond to observations contained is W&hin one month and take

appropriate corrective action. Audit observatiomsnmmunicated 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, 57 IRs containing 1,278 paralgsapertaining to the period up to
2014-15 were pending settlement as given belowhe&Xe, first replies have not been
received in respect of 21 IRs and 663 paragraphs.

Table 3.2
IRs/Paragraphs where even first
Year M I CRI RS UFETE TS replies have not been received
IRs Paragraphs IRs Paragraphs

Up to 2010-11 35 580 3 79
2011-12 0 0 0 0
2012-13 10 301 8 256
2013-14 3 131 3 140
2014-15 9 266 7 188
Total 57 1278 21 663

Lack of action on IRs is fraught with the risk oérpetuating serious financial
irregularities pointed out in these reports.
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Accountability Mechanism and Financial Reporting isues

Accountability Mechanism

3.7 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 Commissiohl(25). Though independent
ombudsman system was not adopted in the stat&téte Government complied with
this condition by making amendments with the emgstAP Lokayukta Act, 1983.

Hence grants were released by Gol.

3.8 Social Audit

Social Audit setup is yet to be constituted forgreonmes/schemes implemented by
Department of Municipal Administration and Urbaniepment (MA&UD).

3.9 Property Tax Board

Thirteenth Finance Commission stipulated that S&deernment must put in place a
Property Tax Board to assist all Municipalities avidnicipal Corporations to put in

place an independent and transparent procedure aggessing property tax.
Accordingly, State Government issued (March 20Xilers for constituting Property

Tax Board and amended (2012) Andhra Pradesh Muatiogs Act, 1965 to bring the

Legislative framework for the functioning of AndhRradesh State Property Tax
Board.

State Government sanctioned (October 2013) 28 postier 11 categories for
effective functioning of the board. CDMA is in char of the post of Chairman of
Property Tax Board. As chairman Property Tax Bo&dmmissioner offered his
views on the monthly rental values proposed by wewtonstituted
Municipalities/Nagar Panchayats for publication drift notification for levy of
property tax.

3.10 Service Level Benchmark

Thirteenth Finance Commission stipulated that Statyernment must notify or
cause the Urban Local Bodies to notify the sergteedards of four core sectors viz.,
water supply, sewerage, storm water drainage ahd s@ste management to be
achieved by them by the end of fiscal year. S@&dgernment issued (March 2014)
gazette notification fixing targets to be met by B4 during 2014-15 under these
sectors.

3.11 Fire hazard response

Guidelines of the Thirteenth Finance Commissiorpuaites that all Municipal
Corporations with a population of more than onelioml must put in place a fire
hazard response and mitigation plan and to notifythe State Gazette for
demonstrating compliance by end of March 2014. Adiogly, State Government
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notified (September 2014) the fire hazard respoasd mitigation plans to be
implemented during the year 2014-15 by Greater Irgluked Municipal Corporation
with a population of more than one million.

3.12 Submission of Utilisation Certificates (UCs)

Scheme guidelines of Centrally Sponsored Schem&S)Gnd Central Finance
Commissions (CFCs) stipulate that UCs should beionét by departmental officers
from the grantees and after verification shouldftwevarded to Gol. Scrutiny of
records of nine ULBs during 2014-15 revealed tmatespect of two ULBs, UCs
amounting t&1.15 crore were yet to be furnished as of Marctb201

Financial Reporting Issues

3.13 Sources of funds

Resource base of ULBs consists of their own reveyamerated by collection of thx
and non-ta revenues, devolution at the instance of State @sdtral Finance
Commissions, Central and State Government grantedntenance and development
purposes and other recefbtsThe Commissioner concerned is responsible for
reporting the utilisation of funds in respect ofr@arations and Municipalities.

Summary of receipts of ULBs for the years 2010-dbgven below. Receipts for the
period 2010-14 pertain to the composite state afhha Pradesh whereas the receipts
for 2014-15 pertain to the state of Telangana.

Table 3.3
(X in crore)
1 Own Revenue 2,013.74 2,297.17 2,898.52 3,183.43 371.28
2 Assigned Revenu® 684.00 795.70 819.28 695.66 65.97
3 State Government Grants 430.00 608.00 921.00 1,358.60 NA**
Gol Grants
Scheme funds 734.27 704.24 378.36 - NA**
12" and 1% Finance 177.78 111.85 Nil -
Commission
- Other Receipts Nil 275.60* 20.32

-

Source: Data furnished by Commissioner and DlreoideIunlupal Administration

*  Other receipts include loans, accrued interesmalties received, forfeited security deposits etc.
**  Data not made available

Bhongir and Jagityal ULBs

Property tax, advertisement fee etc.,

Water tax, rents from markets, shops and othgrepts, auction proceeds etc.,

Donations, interest on deposits etc.,

Seigniorage fee and surcharge on stamp duty ¢etldry Departments of Mines and Geology and
Stamps and Registration are apportioned to thellBadies in the form of assigned revenue

This includes grants received from Gol

o g A W N
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3.13.1. Financial Assistance to ULBs

Financial assistance is provided by State GoverhneebLBs by way of grants and

loans. Details of the financial assistance providgthe Government to ULBSs, for the
years 2010-14 pertaining to the composite statamafhra Pradesh and for 2014-15
pertaining to the state of Telangana, are giveavizel

Table 3.4
(X in crore)
2010-11 | 2011-12 | 2012-13 | 2013-14 | 2014-15
180.80 177.45 177.45 483.45 287.49 [N
Actual Release 123.95 91.42 90.57 441.37 249.86 |kl
Source: Information furnished by CDMA
3.13.2. Fund flow arrangement in flagship programmes

Details of fund flow with regard to the flagshippgrammes of Gol, released to ULBs
are given below:

Fund flow

Jawabharlal This flagship programme was launched in Decemb@6 20 encourage reforn s
Nehru and fast track planned development of identifidgksj with focus on efficienc /
in urban infrastructure and service delivery medidran etc. Initially the

National mission period was for seven years (2005-12), whics extended uptd
Urban March 2017. The four components under JNNURM arbabrinfrastructure:
Renewal and Governance (UIG), Basic Services to the Urbapnr RBSUP), Urbar
Mission Infrastructure Development Scheme for Small andilvtedlowns (UIDSSMT)
and Integrated Housing and Slum Development Proge@niiHSDP). The
(INNURM) details of funds released and expenditure incuoredNNURM projects as ¢ f
March 2015 are given below:
®in crore)
pro ects comleted cost
2,661.86 1,011.44 2,245.65
5 1,642.45 848.80 1,342.32
32 27 980.16 989.61 982.66
29 15 308.79 223.78 270.71
101 59 5,593.26 3,073.63 4,841.34
Andhra Andhra Pradesh Municipal Development Project (APMD$® implementec
Pradesh (March 2010) with the assistance of World Bankgooviding basic amenitie 5

to the urban population. The project comprisesfafr components viz.,
(i) State level policy and institutional developrhefii) Capacity enhancemer t,
(iii) Urban infrastructure and (iv) Project managethand technical assistan::e.

Municipal
Development
Project Initially, State Government releases funds andaatxpenditure reported in

(APMDP) quarterly ‘Interim unaudited financial reports’ Bhartered Accountants wou d
be reimbursed by World Bank.

released ¥129.53 crore to the implementing agencies and oficlwn
110.03 crore was incurred by them as of March 2015.
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3.13.3. Application of funds

Details of expenditure incurred by ULBs for the ieed010-14 pertain to composite
state of Andhra Pradesh and 2014-15 pertain te efafelangana.

Table 3.5
(X in crore)
Revenue expenditure 2,621.40  2,941.85  3,153.33  3,418.10 253.82
Capital expenditure ~ 1,399.83  1,253.08  1,166.59  1,573.30 148.51

| JTotal [ 402123 4104.93] 431992 4,991.40| __402.33

Source: Data furnished by Commissioner and Direcffdvunicipal Administration

3.14 Recommendations of the State Finance Commission
(SFC)

As per Article 243Y of the Constitution, State Goveent has to constitute SFC once
in five years to recommend devolution of funds frima State Government to Local
bodies. Third SFC was constituted in January 20@Bsabmitted its report in 2008.

However, State Government issued orders for imphkaten of the
recommendations of SFC only in December 2013. wg§a®489.38 crore
recommended by SFC for devolution of funds to UlB&ry year, Government
agreed to release orfiL23.12 crore per annum. Wh#819.52 crore per annum was
not accepted by the Governmet6.74 crore per annum was treated as fulfilled on
the grounds of budget & allocation during earlieass in respect of salaries paid by
Government. As parallel State Finance Commissioms wot appointed by
December 2013, the committee of Ministers and S$aces felt that
recommendations of Third Finance Commission cowdapplied for the period
2010-2015 also. Details of releases during 2010xE5e not furnished despite
specific request.

3.15 Recommendations of the Thirteenth Finance
Commission

Based on the recommendations of Thirteenth Fingdommission, Gol releases
funds to State Government for distributing among hunicipal Corporations and
Municipalities in the State. The grant is releassudler two components (basic
component and performance based component). Aopodf basic as well as
performance grant is allocated to special &reasGol allocated (2010-15)
3894.80 crore to ULBs of Telangana state. During 0203, ¥684.27 crore was
released to ULBs of Telangana state, of wiie7.43 crore (65er cen} was
expended.

8 Schedule areas listed under Schedule-VI of Caristit
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3.16 Maintenance of Records
3.16.1. Unspent balances in bank accounts of closed schemes

Scheme guidelines stipulate surrender of unspentuatinto Government account in

respect of closed schemes. State level authordfethe schemes concerned and
CDMA should watch the balances of closed schemnieg in the accounts of different

ULBs. Scrutiny of records of nine ULBs during 2018-revealed that in respect of
four’ ULBs, an amount 0%5.28 crore remained unspent in the accounts ofdlos
schemes.

3.16.2. Advances pending adjustment

As per Andhra Pradesh Financial Code, advancesspaidld be adjusted without any
delay and the Drawing and Disbursing Officers (DIp@mncerned should watch their
adjustment. Scrutiny of records of nine ULBs durtij4-15 revealed that in respect
of six'® ULBs, funds amounting t82.91 crore advanced to staff for various purposes
during 2006 to 2015 remained unadjusted as of M2@dtb.

3.16.3. Non-reconciliation of departmental figures with treasury

As per Andhra Pradesh Budget Manual, DDOs are requo reconcile departmental
receipts and expenditure with those booked in tngasvery month to avoid any
misclassification and fraudulent drawals. Scrutofyrecords of nine ULBs during
2014-15 revealed that in respect of tv@LBs, reconciliation was pending from
2011 onwards.

3.16.4. Cases of misappropriation

Andhra Pradesh Financial Code stipulates respditigibiof Government servants in
dealing with Government money, procedure for fixiregponsibility for any loss
sustained by Government and action to be initiftedecovery. State Government
ordered (February 2004) the Secretaries of alldégggartments to review the cases of
misappropriation in their departments on a monbdgis and the Chief Secretary to
Government to review these cases once in six mowikis all the Secretaries
concerned.

Misappropriation cases noticed by Director, Statedif during 2013-14 yet to be
disposed off as of May 2015 are given below:

Table 3.6

(X in lakh)
. 2013-14
ni
-l No. of cases Amount
Municipal Corporations 83 53.65
Municipalities 14 6.72
Nagar Panchayats 0 0

Total 60.37

Source: Information furnished by Director, Stateditu

® Bhongir, Jagityal, Ramagundam and Warangal ULBs
1 Bhongir, Jagityal, Nizamabad, Ramagundam, SiddipdtWarangal ULBs
M Nizamabad and Warangal ULBs
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DSA stated (May 2015) that no misappropriation sagere noticed in sig districts
and audit of remaining districts was pending.

3.17 Maintenance of Accounts by ULBs

Gol in consultation with the Comptroller and Audité&eneral of India, had
formulated (December 2004) National Municipal AcetsuManual (NMAM) with
double entry system for greater transparency anttraoover finances and requested
(May 2005) the States to adopt it with approprratadifications to meet their specific
requirements. Accordingly, a Steering Committee waastituted (May 2005) by
State Government and Andhra Pradesh Municipal Ausolvlanual (APMAM) was
developed during 2006-07. State Government issudérs in August 2007 for
adoption of APMAM in all the ULBs in the State. Slanly, other manualwiz.,
Andhra Pradesh Municipal Budget Manual and Andheal®sh Municipal Asset
Manual, were also accepted by State for implemematAugust 2007) by ULBs.
Finalisation of 72 accounts by 31 ULBs was in ases of May 2015.

3.18 Maintenance of database and the formats therein on
the finances of ULBs

The ULBs have adopted the software developed byemdre for Good Governance
of Model Accounting System for maintenance of Aausu Double Entry Accrual

Based Accounting System (DEABAS) is being adopted4D out of 67 ULBs

(excluding Greater Hyderabad Municipal Corporat{@HMC)). The Department
stated (October 2015) that remaining 27 ULBs hadnbeonstituted recently and
action was being initiated for implementing DEABAS.

3.19 Conclusion

There were delays in compilation of accounts by WLBs 56per centposts were
vacant with consequent delays in their audit by Eheector, State Audit. Double
Entry Accrual Based Accounting System (DEABAS) wasto be adopted by 27 out
of 67 ULBs. Maintenance of database formats wasmplkemented as planned due to
the shortage of staff. Accountability framework ddhncial reporting in ULBs was
inadequate as evidenced by non-furnishing of atil certificates, non-remittance
of unspent balances of closed schemes and advaweling adjustment, non-
reconciliation of departmental figures with treasuand non-disposal of
misappropriation cases.

12 Karimnagar, Mahbubnagar, Nalgonda, Nizamabad, &audgly and Warangal ULBs
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Chapter IV —PA on Infrastructural Development in sins identified under IHSD

4 Performance Audit on Infrastructural Development in
slums identified under IHSDP

41 Introduction

Integrated Housing and Slum Development ProgramtkSEP) is one of the
components of Jawaharlal Nehru National Urban ReaheMission (JNNURM)
launched by Government of India (Gol) in Deceml@3to encourage reforms and
fast track planned development of identified citi#gis programme combines the
Valmiki Ambedkar Awas Yojana (VAMBAY) and Nationgblum Development
Programme (NSDP) to bring about an integrated ambron improving the living
conditions of urban slum dwellers by providing ada® shelters, amenities and
community infrastructure. The programme is appliedab all the cities and towns as
per census 2001 except those covered under INNURM.

Objective of the Programme

The basic objective of the programme istave for holistic slum development witt
healthy and enabling urban environment. The adbiessscomponents under t
programme include provision of:

» Shelter including up-gradation and constructiom@iv houses including sites ad
services/houses at affordable costs for EconongicalVeaker Sectiol
(EWS)/Lower Income Group (LIG) categories

e Community toilets

* Physical amenities such as water supply, stormrveatens, widening and pavir g
of existing lanes and street lights etc.

 Community infrastructure/social amenities such aevigion of community
centres for pre-school education, non-formal edowatadult education and
recreational activities

« Community primary health care centre buildings etc.

* Model demonstration projects

* Slum improvement and rehabilitation projects

4.2 Responsibility centres

Main Responsibilities

National JNNURM functions under the overall guidance of aidial Steering
Group (NSG) at the central level, which sets pefidior implementatior ,
monitors, reviews progress and suggests correcitéon whereve
necessary. The NSG is supported by a TechnicalsadyiGroup (TAG),
to appraise the proposals, and a Central Sancgo@ommittee (CSC
for further appraisal and sanction of the proposBie Detailed Project
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Reports (DPRs are scrutinised by the technical wings of the 3ol
Ministries/specialised technical agencies, befadenstting them to the:
CSC for sanction.

The programme is co-ordinated by the State Leveér8tg Committes:
(SLSC), headed by the Chief Minister/Minister of bin
Development/Minister of Housing, which reviews argtioritises
proposals for inclusion of projects for seekingstasice under INNURNM 1
from the Gol. The SLSC is supported by the Stateel&lodal Agency
(SLNA) which is set up for appraising the projedsbmitted by
ULB/parastatal agencies and obtaining sanction. &GS management ¢ f
grants received from the Central and State Govemismi®r release t)
ULBs/parastatal agencies, submission of quartexdgness report to Gc |
etc. Andhra Pradesh Urban Finance and Infrastreicidevelopmen.
Corporation (APUFIDC) has been designated (Febrd@ép) by the
Government as SLNA. Telangana Urban Finance anchdmbicture
Development Corporation (TUFIDC) was constituted2dnAugust 201+
consequent to bifurcation of the State.

[iellse=ianilne; Responsibilities  at  implementing agency level (RublHealth
agencies Engineering Divisions/Urban Local Bodies) includebmiission of
detailed project reports to the SLNA for appraisaicountal of fund:;
received from SLNA, tendering, award of contraetssuring adherence
to the time schedule and quality of the works etextiy the contractor:;,
furnishing of periodical reports on physical andaficial progress,
submitting utilisation certificates, maintainingzéntory of assets creat:d
and operate assets and facilities created etc.

4.3 Funding pattern

Guidelines stipulate that funds under IHSDP arereshan the ratio of 80:20 by
Central and State Governments/ULB. Central grantirectly released to nodal
agencies identified by the State Government asthuhdil Central Assistance (ACA).
Release of Central share to nodal agency dependslease of matching State share
and submission of utilisation certificates. Stdtiare has to be deposited in a separate
account to become eligible for the Central grés@i.per centof the Central grant is to
be released to the State nodal agency after \atidic of the State share, and on
signing the tripartite Memorandum of Agreement. @et instalment is released
based on the progress of the works. However, Geases funds directly to the State
Government, which in turn releases to SLNA (TUFID@jough budget release
orders. SLNA releases Gol, State and ULB sharéunfls to the implementing
agencies.
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4.4 Audit framework

4.4.1 Audit objectives

Out of the two components of housing and infrastme development undertaken
under IHSDP, this performance audit focuses on emgintation of infrastructure
development in slum areas with the objective oéssing the following:

i. Whether slums in need of basic infrastructural litees were identified in
accordance with Government guidelines/orders.

ii. Whether infrastructural facilities in terms of plod amenities, community
infrastructure and social amenities were providethiw the approved cost and
timeline.

iii. Whether internal controls relating to financial mgament, project execution and
monitoring were effective.

4.4.2 Audit criteria

Audit findings have been benchmarked against thiéerier sourced from the
following:

* Gol guidelines and operational manuals
» Orders/circulars issued by Gol and State Governifnent time to time; and
« Public Works Code and Financial Code (compositeeSibAndhra Pradesh

4.4.3 Audit scope and methodology

Performance audit of slum development programmeerealy implementation of
infrastructure development related projects exetwaring the five year period
2010-15. Audit methodology involved scrutiny ofaeant documents in Municipal
Administration and Urban Development (MA&UD) depaent in Secretariat,
Telangana Urban Finance and Infrastructure Devesopr@orporation (TUFIDC) the
State Level Nodal Agency, Office of Mission for fElnation of Poverty in Municipal
Areas (MEPMA), Office of Engineer-in-Chief and irephentation unifsof selected
projects. An engagement letter was addressed (blmme 2014) to Principal
Secretary, MA&UD Department wherein audit sampled amethodology were
explained. The exit conference was held with tfieials of MA&UD Department in
December 2015 to discuss audit findings and regpohshe Government have been
incorporated at appropriate places in the repdadwever, reply from the Government
is awaited (December 2015).

! Applicable in relation to the State of Telangalsas per Andhra Pradesh Reorganisation Act, 2014

2 Eight projects were implemented by Public HealttgiBeering Divisions (Nalgonda Division:
Suryapet, Miryalaguda and Narayanpet; Adilabad $€hwi: Mancherial; Warangal Division:
Palwancha and Jangaon, Hyderabad Division: Tanddizamabad Division: Bodhan) and one
project by municipality (Siddipet)
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444 Audit sample

Out of 16 projectssanctioned (2007-09) in the State for infrastrietievelopment
under IHSDP at a cost &181.17 crore, nirfeprojects costing113.53 crore were
selected for detailed scrutiny based on highestosmel cost in each of the districts.

4.5 Financial and Physical performance

Infrastructure facilities include physical amerstieke water supply, storm water
drains, community latrines, widening and pavingxwisting lanes, street lights etc. In
addition, these include community infrastructure aoncial amenities like pre-school
education, non-formal education, adult educatioatemmity, child health and primary
health care including immunisation etc.

Sixteen infrastructural development projects weaactioned in the State during
2007-09. Details of financial performance of thgsejects as of March 2015 are
given below:

Table 4.1

(X in crore)

Gol approved | Releases . No. of
Year of No. of project cost Expenditure [ No. of Sroients

Sanction projgcts Original Revised as of March | projects S
sanctioned 2015 completed
completed

2007-08 12 154.55 145.40 132.05 138.13
2008-09 4 26.62 22.92 20.00 18.06 3 1

Total 16 181.17  168.32 152.05 156.19 13 3
Source: Records of SLNA

Details of financial performance in test-checkedjgets as of March 2015 are given
below:

Table 4.2
(X in crore)
Releases as| Expenditure

Year of Sanction NETIIE EIFtE of March asrt))f March Status_, BN
uLB Original  Revised 2015 2015 project
Jangaon 16.00 1411 16.25 16.26 Completed
Mancherial 16.89 15.49 13.95 14.30 Completed
Miryalaguda 14.50 14.50 14.58 15.22 Completed
Narayanpet 12.58 12.58 9.72 10.50 Completed

Siddipet 3.97 3.86 2.78 2.73 Not Completed
Suryapet 23.27 21.18 16.92 16.90 Completed
Tandur 13.82 12.75 11.51 12.52 Completed

Bodhan 6.25 5.74 5.84 5.70 Completed
2008-09 Palwancha 6.25 4.50 4.30 3.41 Completed
Total 113.53 104.71 95.85 97.54

Source: Records of SLNA

® Bhongir, Bodhan, Gadwal, Jangaon, Mahbubnagar, chmrl, Miryalaguda, Nalgonda,
Narayanpet, Nirmal, Palwancha, Siddipet, Tandury&et, Wanaparthy and Yellandu

4 Bodhan, Jangaon, Mancherial, Miryalaguda, Naraggripalwancha, Siddipet, Tandur and Suryapet
(Pilot study)
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Original DPRs were revised (upward and downwardlirihe test-checked projects,
due to change in scope of work and none of thectestked projects was completed
within the stipulated time. The delay in this rejaanged from one year to four
yearsdue to non-availability of clear site for constioot of Community Utility
Centres (CUCs) and community toilets. In fiveut of nine test-checked projects,
expenditure exceeded releasebyr9 crore (4er cen}). Audit findings on the test-
checked projects are discussed in the subsequergrpphs.

Audit findings
4.6 Planning

As per the provisions of Andhra Pradesh Slum Imenoent (Acquisition of Land)
Act, 1956 any area that is a source of danger & ghblic health, safety or
convenience of its neighbourhood by reason of tkea &eing low lying, insanitary,
squalid or otherwise, may by notification in thezétie be declared to be a slum area.

4.6.1 Identification of slums

As of July 2015, there were 3,844 slums in 68 UlsBeead over 10 districtsf the
State. The programme was implemented in 341 slani$iULBs of eigtt districts.
Criteria adopted for identification of slums in UtBas well as reasons for non-
identification of any slum in Karimnagar districtas not forthcoming from the
records. During the exit conference (December 20E®vernment stated that the
slums not covered under State Government schenahrArPradesh Urban Services
for the Poor (APUSP) were identified under IHSDBgsamme. Since APUSP is not
specific to slum development alone, identificatioh slums should have been
considered while taking up works under IHSDP.

i. Prioritisation of slums: State Government instructed (September 2004)ttis
to prepare the poverty and infrastructure deficyematrix and prepare the list of
prioritised slums for taking up infrastructure dieyenent activities in the slums.

In the ULBs of the ninetest-checked projects, there were 251 slums ashger
Detailed Project Reports (DPRs) (2007-2009), ofclvhonly 179 slums were
identified by the ULB® for implementation of the programme. DPRs of -t

checked projects did not indicate the criteria aelddor identification of slums.
Further, documents relating to poverty and infrattire deficiency matrix, list of
prioritised slums and criteria adopted by ULBs igentification of slums were

with a delay of 1-2 years (2 projects), 2-3 yddrprojects) and 3-4 years (2 projects)

® Jangaon0.01crore), Mancheriak(.35 crore), Miryalagud&Q.64 crore), NarayanpeX(.78 crore)
and Tandur1.01 crore)

" Adilabad, Hyderabad, Karimnagar, Khammam, Mahlagan, Medak, Nalgonda, Nizamabad,
Rangareddy and Warangal

8 Adilabad (2 ULBs), Khammam (2), Mahbubnagar (Medak (1), Nalgonda (4), Nizamabad (1),
Rangareddy (1) and Warangal (1)

° Bodhan (35 slums), Jangaon (20), Mancherial (RB)yalaguda (24), Narayanpet (18), Palwancha
(42), Siddipet (20), Suryapet (50) and Tandur (14)

9Bodhan (35 slums), Jangaon (15), Mancherial (6)yafaguda (24), Narayanpet (17), Palwancha

(17), Siddipet (9), Suryapet (42) and Tandur (14)
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not forthcoming from records produced to audit. ¢&gnaudit could not verify
whether slums were prioritised as per Governmeaterst

Non-notification of slums State Government issued (September 2004) orders t
ULBs to identify and notify non-notified slums im abjective and transparent
manner within a specified time frame of four months various Government
programmes were implemented only in the notifiadrs and the poor in non-
notified slums were being deprived of the benefftdevelopmental processes due
to their non-notification. As of July 2015, therene 625 non-notified slums out
of 2,714 slums (23per cen} in the State and 96 slums out of 251 were non-
notified (38 per cen} in the ULBs of sevel test-checked projects. Action
initiated, if any, for notification of these slumgas not forthcoming from the
records produced to audit. During the exit confeeenDecember 2015),
Government stated that action would be initiatedriotification of non-notified
slums.

Contrary to Government orders, the programme wagdeimented in 32 non-
notified slums of thre® test-checked projects at an estimated cost26f9d*
crore. These slums were yet to be notified as bf 2015 even eight years after
sanction of projects (2007-09). Mancherial and Bodb/LBs replied (December
2014 and February 2015) that works were taken wgréber 2008-June 2012)
in non-notified slums due to lack of infrastructuigilities in the respective
slums; reply from Miryalaguda ULB is awaited. Repé not satisfactory as
notification of slum was prerequisite for identdtoon and implementation of the
programme.

Slums in hazardous/objectionable areasThe slum areas located on hazarddus
and objectionable lands are not to be redevefSpddhe beneficiaries of these
slums should be rehabilitated in an area, to then¢xpossible, nearer to their
original location to prevent potential loss of li@od opportunities suited to their
skill-set. As of July 2015, there were 123 hazasdsiums out of 2,744 slums in
the State and 16 hazardous slums in the ULBs affotest-checked projects.
Instead of relocating these slums, ULBs of twest-checked projects identified
eleven hazardous slums for implementation of progna and executed works at
a cost oR3.64 crore.

11
12

13
14
15

16
17
18
19

data in respect of 1,130 slums was not furnished

Bodhan (22 slums), Jangaon (10), Mancherial (8yydlaguda (18), Siddipet (27), Suryapet (2)
and Tandur (9)

Bodhan (22 slums), Mancherial (6) and Miryalag(@a

Bodhark3.31 crore, Mancheri&l17.95 crore and Miryalagu@2.64 crore

The areas where human habitation entails undietaishe safety or health or life of the residents
themselves or where the habitation on such areascanal bunds, tank beds, road margins, burial
grounds, solid waste land fill sites etc., is cdaséd contrary to public interest

Action through which an area is developed fordydiving environment

data in respect of 1,130 slums was not furnished

Bodhan (8 slums), Mancherial (1), Palwanchaa¢id Tandur (6)

Bodhan (8 slums) and Tandur (3)
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iv. Slums in private owned lands As per the provisions of Andhra Pradesh Slum
Improvement (Acquisition of Land) Act, 1956, Goverent shall acquire any land
in a slum area from the owners of the land for thepose of clearing or
improving the area. As of July 2015, there were8@,%lums in private owned
lands out of 2,714 slums (44per cen} in the State and 206 slums in private
owned lands out of 251 (§&r cen} slums in the ULBs of sevéhtest-checked
projects. ULBs of si¥ test-checked projects have identified 66 slumprimate
owned lands for implementation of the programmeaat estimated cost of
%48.98 crore. It was reiterated (July 2011) during State Principal Secretaries
meeting to review all schemes of Ministry of Howgiand Urban Poverty
Alleviation to prevent misuse of the provision amdcouragement of illegal
settlements.

4.6.2 Detailed Project Reports

Urban Local Bodies and implementing agencies asbomit DPRs to the SLNA for
appraisal and forwarding to Ministry of Housing akidban Poverty Alleviation
(MoHUPA) for consideration of Central sanctioningnmamittee/State level Co-
ordination committee. Review of DPRs of test-clegtkprojects revealed the
following:

i. Non-inclusion of slum-wise existing infrastructural facilities in DPRs DPRs
are required to be prepared after taking into amrstion the existing
infrastructural facilitiesviz, roads, drains, community toilets, water supply,
drainage, street lights etc., and also availabibfyvarious facilities such as
schools, anganwadi centres, primary health cerdtes in each slum. Health,
education and social security infrastructure faesi should be taken up through
convergence with respective departments. Howelan-sise details of existing
facilities did not feature in the DPRs furnishecdatalit.

ii. Convergence with other sectorsAs per guidelines, DPRs should invariably be
prepared by implementing agencies and include pramvifor components under
health, education and social security through cayerece of schemes and also by
dovetailing funds through budgetary provisions undlee programmes of
respective sectors (Health, Human Resource DevenpnSocial Justice and
Empowerment etc.). DPRs of t@foout of nine test-checked projects denoted
convergence with health, education and social #gcwwectors. Details of
components proposed through convergence were adahle in DPR. Hence, no
works in convergence with other schemes appeaate been taken up. In DPRs
of other sevef! test-checked projects, works through convergeneeewot
proposed. During the exit conference (December R0&Bvernment stated that

2 data in respect of 1,130 slums was not furnished

# Bodhan (15 slums), Jangaon (21), Mancherial (R®yalaguda (31), Siddipet (45), Suryapet (38)
and Tandur (27)

22 Bodhan (15 slums), Jangaon (9), Mancherial (4)yMaguda (15), Siddipet (9) and Tandur (14)

% Bodhan and Suryapet

4 Jangaon, Mancherial, Miryalaguda, Narayanpet, &adiva, Siddipet and Tandur
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availability of land is one of the major constrairfor taking up the projects
through convergence.

iii. Revision of DPRs:In all the test-checked projects, revised DPRe@sed by
ULBs were approved (February 2012-March 2013) by dae to change in scope
of work. The upward revision was on account ofusayn of works not proposed
in the original DPR and downward as a result oktleh of community utility
centres and community toilets due to non-availgbilof site, length of
roads/drains due to site conditions. The projeaseviermed completed, though
all the works sanctioned in revised DPR were netaied due to non-availability
of site/site conditions. In twWdtest-checked projects, revised DPRs were approved
(February 2012) after completion of projects, resglin execution of works
without approval of the deviations. Details of campnts proposed in
original/revised DPRs and executed in respectstfdbecked projects are detailed
in Appendix 4.1During the exit conference (December 2015), Govent stated
that DPRs were revised as certain components wefeted due to non-
availability of site. This indicated improper suyveand also not ensuring
availability of site before submission of proposals

4.7 Execution

As per IHSDP guidelines, infrastructure facilitieeclude physical amenities like
water supply, storm water drains, community lasingidening and paving of
existing lanes, street lights etc., community isfracture and social amenities like
pre-school education, non-formal education, additcation, maternity, child health
and primary health care including immunisation éidrastructure facilities under
health, education and social security infrastriectghould be taken up through
convergence with respective departments.

Out of 16 projects sanctioned (2007-09) in theé&Stat infrastructural development
under IHSDP, 13 projecfavere completed and thréén progress. Eigftout of nine
test-checked projects were completed and none esfethvas completed within the
stipulated time. Siddipet project was stipulated ¢ompletion by July 2009, the
project was not completed as of March 2015 dueoteavailability of land for CUCs
and unwillingness of the contractor to take up ttkeer components (roads and
drains) with old rates. State Government accord&dg(st 2014) permission to
suspend the contract to the extent of work donetaridke up left over components
(roads and drains) by calling fresh tenders.

Out of eight® completed projects, all the works sanctioned (208Bwere executed
in Bodhan project. In Narayanpet project, the amtor expressed his unwillingness

% Jangaon and Tandur

% Bhongir, Bodhan, Jangaon, Mahbubnagar, MancheNityalaguda, Nalgonda, Narayanpet,
Nirmal, Palwancha, Tandur, Suryapet and Wanaparthy

2" Gadwal, Siddipet and Yellandu

2 Bodhan, Jangaon, Mancherial, Miryalaguda, Naraggripalwancha, Suryapet and Tandur

# Bodhan, Jangaon, Mancherial, Miryalaguda, Naragaripalwancha, Suryapet and Tandur
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to execute length of 14 km of road at old rategy{oal DPR) and closed the work to
the exten done. In remaining stk test-checked projects, quantities as approved in
the revised DPR were not executed on account ofawailability of site for
construction of CUCs and due to site conditionsespect of roads/drains. However,
the projects were termed completed, resulting im-achievement of intended
benefits to the slum dwellers. Project completiertiicates were furnished in respect
of all the completed projects

Audit findings relating to execution of physical anities, social amenities and
community utility centres in the test-checked pctgeare detailed below:

4.7.1 Physical amenities

Physical amenities include water supply, storm wakeins, community latrines,
widening and paving of existing lanes, street kghtc. Audit findings relating to
physical amenities provided in the test-checkegkepts are detailed below:

4.7.1.1 Cement Concrete (CC) Roads

Laying of roads is an important component in prowgdinfrastructure in the slums.
Works relating to laying of CC roads were sanctd2007-09) and executed in all
the nine test-checked projects. In f8uest-checked projects, CC roads were laid as
sanctioned. In the remaining fi?¢est-checked projects there was variation between
guantities sanctioned and executed due to siteittmmsl Audit observations based on
physical verification are given below:

i. Providing link road to highway: The primary objective of the programme was to
provide the basic infrastructure in the identifielums. During physical
verification it was observed that a link road frdtaniknagar slum to Kodangal
highway passing through a private venture was ilaidlandur ULB with an
estimate cost &&50 lakh to benefit the private developer rathenttiee slum.
During the exit conference (December 2015), Goveminstated that road was
laid to provide quick access to main road by avadiailway crossing. Roads
outside the slum area should not have been takethscheme funds.

ii. Laying of roads in Market area: Physical verification of roads in Market area
slum of Narayanpet ULB revealed that contrary toidelnes, roads
(2,688.50 mts) and drains (360.20 mtrs) with amegted cost 0%52.89 lakh and
34.32 lakhrespectively were laid in market area, insteadestricting the
works in theprevailing slums. During the exit conference (Debem2015),
Government stated that small portion of road wakifamarket area. Roads in the
market area (not being part of dwelling area) sthawdt have been taken up with
scheme funds.

%0 Executed 23 km of road and 23.50 km of drain @ist 0f210.50 crore
31 Jangaon, Mancherial, Miryalaguda, Palwancha, $wtyand Tandur
32 Bodhan, Jangaon, Suryapet and Tandur

¥ Miryalaguda, Mancherial, Narayanpet, PalwanchaSiddipet
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iii. Non-laying of road for the complete stretch:Physical verification of the si%
slums in Palwancha ULB revealed that CC roads \\edein patches, instead of
complete stretch resulting in non-achievement tdrided objective of providing
motorable road to the residents in the slums. murhe exit conference
(December 2015), Government stated that remainomgon of the road was laid
with ULB funds.

4.7.1.2 CC Drains

CC drains were sanctioned (2007-09) and executetyht® test-checked projects. In
five*®® test-checked projects, CC drain works were execate sanctioned and in
remaining thre¥ test-checked projects, there was variation betwgeantities
sanctioned and executed due to site conditionglitAbservations are given below:

i. Delay in construction of nala box culverts:In Suryapet ULB, construction of
nala to an extent of 1.175 kms and seven nala-hdwexs was entrusted
(December 2008) at a contract value .45 crore with a stipulation for
completion within nine months from date of agreetnagdowever, only 888 mtrs
and two box culverts were constructed (August 2@tH cost 0%2.96 crore. The
balance work was yet to be completed even afterptetiton of more than five
years from the stipulated period. The Departmeptied (November 2014) that
notices were issued (May 2009 to June 2014) theacdor and the works would
be terminated as per agreement conditions and d&blaork would be taken up
after calling for fresh tenders. However, projees reported to have been
completed (March 2013) as per Project Completiortifimate.

il. Non-construction of side drains: As per provisions stipulated in Indian Road
Congress codes adopted by Ministry of Urban Devalmt, side drains are
required to be constructed to facilitate flow oftera Physical verification of st
slums in Palwancha ULB revealed that CC drains werestructed only on one
side of the road and these drains were filled iist and stones which is bound
to lead to water logging in the monsoon.

4.7.1.3 Community toilets

Community toilet is one of the basic facilitieskie provided in urban slums to avoid
open defecation for hygienic environment. As ofyJ@015, out of 8.15 lakh
households, 0.83 lakh households () cen} were resorting to open defecation in
the slums of the State. In the ULBs of nine tede&ied projects, 0.17 lakh
households out of 0.78 lakh households (@2 cenf were resorting to open
defecation. Provision for construction of toiletsasv proposed in one ULB

% Indira Nagar colony, Vikalangula colony, Srinivasalony, Karakavagu, Bollarigudem and Nehru
Nagar

% Bodhan, Jangaon, Mancherial, Narayanpet, Palwargitidipet, Suryapet and Tandur

% Bodhan, Jangaon, Narayanpet, Suryapet and Tandur

37 Mancherial, Palwancha and Siddipet

% Indira Nagar Colony, Vikalangula Colony, SrinivaBalony, Karakavagu, Bollarigudem and Nehru
Nagar
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(Mancherial-12 Nos.) at an estimated cot@8 lakh. However, only two community
toilets were constructed (June 2011) at a cost1df99 lakh and construction of
remaining 10 community toilets was not taken up tluenon-availability of site.
Further, toilets constructed were not handed oveéhé ULB resulting in unfruitful
expenditure and depriving the slum dwellers theebenf community toilet. During
the exit conference (December 2015), Governmetédsthat two toilets constructed
were put to use and construction of remaining comityioilets could not be taken
up as planned due to non-availability of site. kdfemation and acquisition of land
should have been completed prior to preparatioBfR. Failure to do so indicated
defective planning.

Physical verification of 47 slums of niftetest-checked projects revealed that
community toilets were not provided in the slums;sach the slum dwellers were
resorting to open defecation.

4.7.2 Social amenities

As per guidelines, provision of Social amenitiesluded pre-school education, non-
formal education, adult education, maternity, chielalth and primary health care
including immunisation etc. DPRs should invarialbly prepared for each of the
projects and include provision for components undealth, education and social
security through convergence of schemes and alsaldwgtailing funds through
budgetary provisions under the programmes of résgesectors (Health, Human
Resource Development, Social Justice and Empowerater). Review of DPRs of
nine test-checked projects revealed that no worksrewproposed through
convergence.

In this connection audit observed as under:

i. Primary Health Centres: Primary Health Centre (PHC) is a basic healtte car
facility that is to be made available with clos@ymity to the people to provide
an integrated curative and preventive health catfe @mphasis on preventive and
promotive aspects of health care. As of July 20RBCs services were not
available to 778 slums out of 2,74lums (2%er cen} in the State and 79 slums
out of 209 slums (3Per cen} in the ULBs of si%* test-checked projects. During
physical verification, dwellers of 13 slums of fféetest-checked projects
expressed that PHCs were located far-away from gh@mns. However, provision
for PHCs in convergence with Health department matsproposed. As a result,
the slum dwellers continue to be deprived of basith care facilities.

%'Bodhan (6 slums), Jangaon (7), Mancherial (6),yMaguda (5), Narayanpet (5), Palwancha (5),
Siddipet (5), Suryapet (3) and Tandur (5)

0 data in respect of 1,130 slums was not furnished

“! Bodhan (33 slums), Jangaon (22), Narayanpet Gidjlipet (2), Suryapet (1) and Tandur (4)

“2Bodhan (2 slums), Mancherial (4), Miryalaguda ($drayanpet (1) and Palwancha (1)
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4.7.3 Community infrastructure

As per guidelines, community infrastructure inclsid&ovision for construction of
community utility centres (CUCs) to be used for-pehool education, non-formal
education, adult education, recreational activitets. Audit observations in this
regard are as follows:

Non-provision of CUCs: As of July 2015, there were only 739 CUCs in 2714
slums of the State and 83 CUCs in 323 slums of UaBst-checked projects.
Gol sanctioned (2007-09) 56 CUCs as proposed ginali DPRs of nin& test-
checked projects with an estimated cosRd6.05 crore. In the revised DPRs
approved (February 2012 — March 2013) by Gol, timalmer of CUCs sanctioned
was reduced to 35 in sevnest-checked projects and no CUCs were approved in
two (Narayanpet and Siddipet) test-checked projdois to non-availability of
site. During the exit conference (December 2015pveBnment stated that
construction of CUCs could not be taken up as @droue to non-availability of
site. ldentification and acquisition of land sholldve been completed prior to
preparation of DPR. This indicated defective plagn

Further, out of 35 CUCs sanctioned in revised DP&dy 18 CUCs were
constructed in siX test-checked projects at a cos&6f42 crore and handed over
to the ULBs concerned and construction of 14 CURGsfour”’ test-checked
projects was not taken up due to non-availabilitgite. Three CUCs in Suryapet
project were not completed as the contractor stpipe works mid-way.

Non-completion of construction of CUCs:In Suryapet ULB, construction of
seven CUCs was entrusted (December 2008) withpalation for completion by
September 2009. Out of seven CUCs entrusted, remtish of threé® CUCs was
initiated in February 2009 and the work was suspdn(February 2013) after
incurring an expenditure &82.81 lakh. There was no further progress in the
work and left over works include fixing of doorsdawindows, electrical, water
supply and sanitary etc. During physical verificatit was observed that these
CUCs were being used for anti-social activitiesp&ément replied (November
2014) that action would be initiated to terminate tontract and complete the
balance work by calling for fresh tenders. Howevke project was reported to
have been completed (March 2013) as per Projectp&tion Report. Non-
completion of construction of CUCs in complete shamt only resulted in
unfruitful expenditure but also provided scope rfasuse. Remaining four CUCs
sanctioned in original DPR were not included inised DPR due to non-

“3 data in respect of 1,130 slums was not furnished
“*4Bodhan (3 CUCs), Jangaon (12), Mancherial (2yyMaguda (10), Narayanpet (9), Palwancha (1),

Siddipet (4), Suryapet (7) and Tandur (8)

“5Bodhan (3 CUCs), Jangaon (12), Mancherial (2)yMaguda (10), Palwancha (1), Suryapet (3) and

Tandur (4)

6 Bodhan (3 CUCs), Jangaon (6), Mancherial (1),Magada (5), Palwancha (1) and Tandur (2)
47 Jangaon (6 CUCs), Mancherial (1), Miryalagudaa& Tandur (2)
“8 Chintal Cheruvu, Gopalapuram and Annadurai Nalysns
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availability of site.

Due to non-availability of CUCs, slum dwellers remdeprived of the intended
benefits viz., non-formal education, adult eduaati@creational activities etc.

iii. Non-utilisation of CUCs for intended purpose:In the test-checked project of
Bodhan, three CUCs were sanctioned and constridtacch 2012) at a cost of
%89.79 lakh and handed over to ULB to be utilizedthe purpose of recreational
activities, education, creche, library/study cemtie During physical verification,
it was noticed that Government offices were funatig in these CUCs. Thus,
slum dwellers remain deprived of the intended hienhef CUC. During the exit
conference (December 2015), Government statedris@tictions were issued for
shifting of Government offices.

Further, it was also observed that despite lump puorision 0f%3.00 lakh in
estimate for greenery and play equipment’s, thesewet carried out.

iv. Non utilisation of facilities created: As per guidelines it is the responsibility of
ULBs to maintain and operate the assets and fasiltreated. However, physical
verification of 15 CUCs constructed in fft7etest-checked projects revealed that
none of the CUCs were utilised for the intendecopse and the condition of the
buildings was in bad shape due to poor maintenangs. such, the intended
benefits could not be derived by the beneficiarlesring the exit conference
(December 2015), Government stated that CUCs wéréopuse. However, it did
not provide documentary evidence to this effect.

4.8 Financial management

4.8.1 Sharing arrangement

Even though guidelines stipulate sharing by Cerdral State Government/ULB in
the ratio of 80:20, in 5 out of 16 projects relea$&tate/ULB’s share ranged from
21 to 39per cent Further, in respect of State share in 16 infuastire projects, it
was agreed to share between State Government aBd Edually. However, in five
projects, release of ULB’s share exceeded thatatbSsovernment bJ4.05 croré’,
affecting the resources of ULBs.

State Government accorded (May 2008) revised adtrative sanction for 12
projects due to increase in cost attributed tositewi of steel, cement and Standard
Schedule of Rates (SSR) and also due to non-imelusi statutory provisions such as
VAT, labour cess etc. The increased cost amountid@7.49crore was not covered
by Gol sanction. As a result, this was borne by BicBncerned.

9 Jangaon (6 CUCs), Mancherial (1), Miryalaguda Ejlwancha (1) and Tandur (2)
0 BodhanZ0.09 crore, Gadwa?0.11 crore, Jangad¥8.46 crore, Miryalagud®0.09 crore and Nirmal
%0.30 crore
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4.8.2 Substantial amounts retained by SLNA

As per guidelines, SLNA is responsible for managenw funds received from
Central and State governments and for disburseroérfunds to implementing
agencies as per the funding arrangement. Scrutilecords revealed that as of
March 2015,%197 crore was available with SLNA, of whid152.05 crore was
released to implementing agencies and an am&yat95 crore (Central share
313.77 crore, State sha®d.55 crore and ULB shar®9.63 crore) was retained by
SLNA. Funds should be either released to implemgragencies wherever necessary
or should be refunded with interest to the Golkst&overnment. However,
23 per cent of the funds remained with SLNA. During the exibnéerence
(December 2015), Government stated that as persoadésol, funds retained would
be utilised for other components of INNURM.

4.8.3 Non refund of excess Central share by implementing
agencies

As per the provisions of General Financial RuleERS), funds released by Central
Government may be utilised for the purpose for Whitey were released and the
unspent balance, if any, shall be refunded alority witerest. Scrutiny of SLNA
records revealed that in respect of 12 projectiyaion in the approved cost in the
revised DPR resulted in excess release of Certieabsof¥10.03 croré'. Of these
twelve projects, sevéh were test-checked. However, the amount was yeleto
refunded to Gol.

4.8.4 Expenditure in excess of releases

As per guidelines, SLNA is responsible for disboreat of funds to implementing
agencies as per the financing pattern. ScrutingsldflA records revealed that in
respect of 10 out of 16 projects sanctioned inState, expenditure incurred exceeded
releases to the extent &6.15 croré® as of March 2015. Of these ten projects, five
projects were test-checked.

4.8.5 Non-reimbursement of expenditure incurred on DPRs

As per toolkit developed by Gol (MoHUPA) detailinthe procedure for
reimbursement of expenses, SLNA shall forward psafo from implementing
agencies for reimbursement of experfsesMission Directorate for recommendation
to CSC for the release of funds. Gol prescribedy(@14) a simplified procedure for
reimbursement of DPR expenses. In spite of theldied procedure, SLNA had not

1 Bhongir 20.25 crore, Bodharf0.40 crore, JangaoR1.51 crore, Mahbubnaga¥1.05 crore,
MancheriaR0.70 crore, Nalgond&l.05 crore, Nirma£0.70 crore, Palwancl& .40 crore, Siddipet
%0.09 crore, Suryapé&tl.67 crore, Tandw0.86 crore and Yellandk0.35 crore

°2 Bodhanz0.40 crore, Jangadtl.51 crore, Mancheri&0.70 crore, Palwanch&l.40 crore, Siddipet
%0.09 crore, Suryapétl.67 crore and Tand&0.86 crore

*3 Bhongir €0.60 crore), GadwalZ(.23 crore), JangaorRq.01crore), Mahbubnaga®(.85 crore),
Mancherial %0.35 crore), Miryalaguda (.64 crore), NalgondaX@.53 crore), Narayanpet
(%0.78 crore), Tandug{.01 crore) and Wanaparth1(15 crore)

>4 at oneper centof the project cost or actual cost incurred faparation of DPRs whichever is lower
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forwarded the proposals as of March 2015 towaroslnersement of expenditure of
%1.81 crore. During the exit conference (Decembet520Government stated that
matter with regard to reimbursement of expenditurgreparation of DPRs would be
pursued.

4.8.6 Funds not earmarked by ULBs for utilisation in slum area

State Government orders (July 2009) stipulate th&s shall earmark 4@er centof
net funds for undertaking developmental activitreslum areas by making a suitable
provision in the budget estimate every year by omgeseparate account for Urban
Poverty Alleviation fund in the existing Personapasit (PD) account. Funds were
not ear-marked by any of the test-checked ULBs. éi@r, ULBs stated that funds
were utilised towards developmental activities iluns areas depending upon
availability.

4.8.7 Pending Utilisation Certificates

Status of Utilisation certificates (UCs) furnishieg implementing agencies to SLNA
is given below. Despite specific request (May 20IS)NA has not furnished the
details of UCs furnished to Gol.

Table 4.3

(in crore)

13.95 14.30 7.35 6.95
9.72 10.50 4.29 6.21
16.92 16.90 8.92 7.98
11.51 12.52 4.95 7.57

Source: Records of SLNA and ULBs

4.8.8 Expenditure on inadmissible components

As per the guidelines, construction of school bodg and incurring expenditure on
solid waste management are inadmissible. Howavédancherial ULBI58.91 lakh
was incurred towards construction of school bugdand solid waste management.
Although these components were approved in origbBR, Central Sanctioning
Committee (CSC) treated these components as insiiieisn revised DPR approved
in February 2012. The Department replied (Decemb@t4) that expenditure
incurred on inadmissible components would be nwehflLB.

4.9 Tendering and contract management

4.9.1 Delay in conclusion of agreements

Engineer-in-Chief issued instructions to conclude agreements for the works taken
up under the project with the contractors within &dys from the date of issue of
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Letter of Acceptance (LOA). In five test-checked projects, five agreements were
concluded with a delay ranging from 60 to 114 dags the date of issue of LOA.
This adversely effected the execution of projegbersschedule.

4.9.2 Non-revalidation of Bank Guarantee

As per agreement conditions the bank guaranteesldshHze obtained from the
contractors till the date of completion of the wakd further 24 months of defect
liability period. In four® test-checked projects, validity of Bank GuarantB&)
amounting to¥1.48 crore expired in advance of completion of warkd defect
liability period. Revalidation of BG was not dong implementing agencies. During
the exit conference (December 2015), Governmetgdthat instructions were issued
to ULBs for revalidation of Bank Guarantees.

4.10 Quality control

4.10.1 Delay in appointing TPIMA

As per toolkit Third Party Inspection and Monitagidgencies (TPIMA) for projects
were to undertake monitoring of works pertainingpte-construction, construction,
commissioning, trial run and testing and post ammsibn stages. TPIMA is to
monitor the projects till one year from the filim project completion report and
submit final report on the overall performance loé project. However, agreement
with TPIMA was concluded (August 2009) after entmusnt of works to the
contractors in all the test-checked projects. Asesult, pre-construction stade
inspections could not be carried out by TPIMA. [Dgrithe exit conference
(December 2015), Government stated that agreemetitsTPIMA were concluded
after entrustment of works to contractors. It fertistated that pre-construction stage
inspections were conducted by quality control wahghe department.

4.11 Monitoring system

4.11.1 Meetings

Programme guidelines stipulate that SLSC shouldurensnonitoring of various

projects sanctioned and meet at quarterly interialeview the progress of ongoing
projects and sanction of new projects. From inogp{December 2005) till March

2015, only 10 meetings were conducted against thenmmuam requirement of 36

meetings. Further, no meetings were conducted Sigtember 2013. During the
exit conference (December 2015), Government sthtdalthough the SLSC did not
hold the meetings on regular basis, Principal Sanreonducted meetings regularly
on monitoring proper implementation of programme.

*> Bodhan (60 days), Miryalaguda (114),Narayanpe}, (B@ryapet (76) and Tandur (62)

5 MiryalagudaZ42.06 lakh, Narayanp@88.47 lakh, Siddipet6.14 lakh and Suryap&60.99 lakh

" Review of land requirement/availability and otluégarances to begin construction, examination of
bid documentation and bid process, review of ptafaplementation plan and procurement process,
review of site preparation etc.

Page 44



Chapter IV —PA on Infrastructural Development insins identified under IHSD

4.11.2 Training and Capacity building

Programme guidelines envisage that State Governrskeotld make continuous

efforts for training and upgradation of the skitisthe personnel responsible for the
project and the elected representatives. In addiiioshould also organise suitable
training and capacity building programmes througputed institutions in the field.

During 2014-15, against the target of 20 training aapacity building programmes,
only three were conducted. This was to affect tki/sapacity of the personnel

involved with the projects. During the exit cor@ece (December 2015),

Government agreed that adequate training progranaraessnot conducted.

4.11.3 Non-conducting of Social Audit

Gol introduced (December 2011) Social Audit to nb@nilHSDP projects at
community and ULB levels with the objective of ensg transparency and
accountability in implementing the scheme. Such i&@oéudit would ensure
participation of all the stakeholders, help the oamity to realise their rights and
entittements and help to identify and resolve geyth a view towards curbing
mismanagement. Scrutiny of the records revealed 8wrial Audit was not
conducted in any of the test-checked projects. murthe exit conference
(December 2015), Government agreed that no Soaiait®\ were conducted and
assured that steps would be taken to conduct Séadits.

4.11.4 Integrated Poverty Monitoring System

Online web enabled project performance trackingesysas part of Integrated Poverty
Monitoring System (IPOMS) was develop&to monitor the physical and financial
progress of sanctioned projects. While the impldingragency is to carry out data
entry for this, data was updated only up to Ap@iL2. Due to technical problems data
uploaded was invisible. During the exit conferefibecember 2015), Government
agreed that there were problems in uploading ¢alBOMS. The purpose of creating
the monitoring system was therefore not achieved.

4.11.5 De-notification of slums

As and when the slum areas are redeveloped or iligdaiol, the Competent
Authority®® should submit proposals to the State Slum Redpmeat Authority for

de-notification of the slum areas and after satigfythat the slum areas are
redeveloped or rehabilitated, the slums are to eedlified. State Government
intended (September 2009) to achieve the objedivelum free by the year 2014.
Despite implementation of various programmes/scisenf@ providing basic

infrastructure facilities and improving conditiomsthe slums from time to time, de-
notification process was not taken up by the ULBtest-checked projects. Contrary

%8 hy Centre for Good Governance, Hyderabad for MoBUP
%9 District Slum Redevelopment Authority
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to Government orders, there was an increase oflifissin ULBs of eigHt’ test-
checked projects, since sanction of the projed®7{29) till July 2015. In Siddipet
and Tandur ULBs the increase in number of slums 1@&@gper centor more. During
the exit conference (December 2015), Governmentragthat necessary steps would
be initiated for de-notification of slums.

4.12 Conclusion

As brought out earlier, the Detailed Project Repavere not prepared taking into
consideration the facilities/amenities existinghe slums. Non-notified slums, slums
in hazardous areas and slums in private lands asceidentified for implementation
of the programme. Provision for primary health cemtwas not made in convergence
with departments concerned. Due to non-availabditygites, various works relating
to community infrastructure and community toileterer not taken up. Community
Utility Centres were not put to use defeating thieemded purpose. Action for de-
notification of slums was not initiated by ULBs t&fst-checked projects, in spite of
completion of projects. In fact, the overall numbar slums increased despite
implementation of the programme. SLNA retained am®uwithout releasing to
implementing agencies/refunding to Government. &hems shortfall in training
programmes. Monitoring system was deficient andas@udits were not conducted
in any of the test-checked projects.

4.13 Recommendations

Audit recommends the following measures for corrsitien of the Government:

» Identified slums should be notified within the stifated period and immediate
steps should be taken to relocate the people freums in hazardous areas.

» Convergence of the programme with other stake hofddor provision of
components under health, education and social setgushould be explored.

» Action should be initiated for de-notification of lsms on completion of
provision of infrastructure facilities.

» Monitoring mechanism should be strengthened in tlaeeas of training and
capacity building, social audit etc.

During the exit conference in December 2015, Gawemt accepted the
recommendations of Audit and stated that initiatiwgould be taken to ensure
notification and de-notification of slums.

% Bodhan (1 slum), Jangaon (4), Mancherial (3), Miaguda (13), Narayanpet (8), Palwancha (4),
Siddipet (25) and Tandur (14)
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Municipal Administration and Urban Development Depatment
5.1 Municipal Solid Waste Management

5.1.1 Introduction

Government of India notified “The Municipal Solid aste (Management and

Handling) Rules 2000” in September 2000 to mandwge ihcreasing quantum of

waste generated due to urbanization. Pursuantigp Government of the composite
State of Andhra Pradesh formulated guidelines imeJ2005 to promote awareness
among the public about the principles of waste rganmeent and ensure that the cities
and towns in the State are clean with high qualitgublic health.

5.1.2 Audit Approach

Audit of implementation of Solid Waste Manageme®¥M) Rules 2000 by Urban
Local Bodies (ULBs) in Telangana was conductedrduApril- June 2015, covering
the period 2010-11 to 2014-15. Audit methodologyolved a test check of records
of two Municipal Corporations (Nizamabad & Wararjgahd two Municipalities
(Mahbubnagar & Nalgonda) in the State. Audit firgdinvere benchmarked against
criteria sourced from Municipal Solid Waste (Managat & Handling) Rules 2000,
Guidelines for Municipal Solid Waste Managemenuésk by The Commissioner &
Director of Municipal Administration (CDMA), Hydebad in June 2005, Bio
Medical Waste (Management & Handling) Rules 1998)V&ste (Management &
Handling) Rules 2011 and orders and circulars tsdoe Government of Andhra
Pradesh from time to time.

Audit findings
5.1.3 Fund Utilisation

The State Government did not earmark any spedification for implementation of

the activities under MSW management rules. Howe@e, released grants through
12th Finance Commission for implementation of MSVWanagement during the
period from 2005-06 to 2010-11. The details of asks and expenditure incurred
under 12th FC grants, in the four test-checked Uaigsgiven below:

Table 5.1
(in crore)
Mahbubnagar 3.45 3.37
Nalgonda 2.91 2.90
Nizamabad 7.62 7.61
Warangal 13.98 13.98

Source: Utililsation Certificates

Expenditure shown to have been utilised out ofltPn Finance Commission grants,
was not entirely incurred for the purpose for whictvas granted. Specific instances
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in this regard noticed during a test check of thexords of the sampled
Municipalities/Corporations are detailed below:

Vi.

In Nizamabad Municipal Corporation, an amoun¥bi0 crore was released to
the Revenue authorities for acquisition of garbagamping vyard
(March 2010). The amount was deposited in the b8mice the land allotted
belonged to Government, the Revenue authoritiagrmet 397.10 lakh in
March 2014. Balance &2.90 lakh along with interest @32 lakh was not
returned to the Corporation. The Commissionertesds of remitting
%97.10 lakh into grant account, incorrectly depakitte amount into the
General Fund.

Government replied (October 2015) that the ULB wasructed to pursue the
matter with District collector to get refund 32.90 lakh along with interest.
However, the misclassification of deposit was ratified.

In Warangal, an amount &1.45 crore was released to the Revenue authorities
(February 2012) for acquisition of land for dumpiyeyd. However, the land
was yet to be identified by the Revenue authoriti@svernment, in its reply
(October 2015) assured action in getting back theuat with interest.

Funds were kept in fixed deposit in banks by Nizilaath Municipal

Corporation $69.07 lakh) and Mahbubnagar(@90 lakh) and Nalgonda
Municipalities €30 lakh).Government replied (October 2015) thatdéposits

were withdrawn and credited to the Fund accoumgleith interest.

Greater Warangal Municipal Corporation initially pasited fund released
under 13 Finance Commission grant in fixed deposits. Twiss later
withdrawn and irregularly diverted (May 201%).23 crore to Rajiv Awas
Yojana (RAY) Scheme in contravention of the guides. Government
assured that the amount k.43 crore deposited for RAY scheme would be
returned.

In two test checked ULBsan amount 0%8.47 crore was incurred beyond the
stipulated period of 2005-06 to 2010-11 contrarythe guidelines of 12
Finance Commission grants. Government acceptedo@ct 2015) the
observation and stated that the expenditure beyloadtipulated period was
due to administrative reasons.

In Nizamabad, expenditure amounting ¥3.54 lakh was incurred on
inadmissible items like formation of roads, waggrmant to sanitary workers
etc. Government replied (October 2015) that emm®unt was reimbursed to
the 12" FC grant. However, no evidence in support of gimbursement was
produced by Government.

1 %60.00 lakh in February 2007 afifl,06,975 in March 2007 (State Bank of Hyderabad)

2 Mahbubnagar Z30.00 lakh in August 2007 (Vijaya Bank) af60.00 lakh in December 2007
(Indian Overseas Bank & Andhra Bank).

¥ MahbubnagarZ1.18 crore and WarangaR#.29 crore
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vii.  Nizamabad Municipal Corporation transferred an amhaf I22.36 lakh to
Provident Fund Commissioner from the grants of TilvelFinance
Commission in contravention to the guidelines. cAf® action was taken to
recoup the amount.

5.1.4 Implementation of MSW

MSW Rules envisage collection, segregation, storagasportation, processing and
disposal of municipal solid waste. Guidelines wel®veloped by the erstwhile
Government of Andhra Pradesh for all stages of mipal solid waste management in
June 2005.

The MSW rules are to be implemented by every mpalcauthority within its
territorial. Parameters and criteria prescribed®W Rules 2000 in this regard are
given below:

00]| [=TeiiTo] g o) BN\ [T [T s EIRSTo]I[e - Organising house-to-house collection and transfeotnmunity bin.
Waste (MSW)

Segregation of MSW Organising awareness programmes for segregatiowastes anc
promote recycling or reuse of segregated material.

Storage of MSW Accessible storage facilities based on quantitfesaste generatiol
and population densities. Colour coding systemdftferent types of
wastes.

Transportation of MSW Covered vehicles for daily clearance of wastesamiding multiple
handling of wastes.

Processing of MSW Municipal authorities should adopt suitable tecbggl or
combination of such technologies to make use oftegaso as tc¢
minimize burden on landfill.

Disposal of MSW Land filling should be restricted to non-biodegraléa inert waste::
and other wastes that are not suitable either éoyaling or for
biological processing.

Audit findings with regard to planning for implentation of MSW rules are given
below:

5.1.4.1 Collection and Segregation of waste
(1) Non-preparation of Action Plan for collection andispbosal of waste

State Government instructed (June 20@8) the ULBs to prepare Action Plans and
get them approved by C&DMA for specific operatidike systematic segregation at
source, collection and transportation from sourcedllection points, transportation
from collection points to transfer stations andesgiposal of solid waste

4 Government of Andhra Pradesh, Department of MpaicAdministration & Urban Development
Memo N0.11949/12/2006-1 Dated 27 June 2006.
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Audit scrutiny revealed that no such plan was preghan test checked Corporations
and Municipalities Government replied (October 2015) that Mahbubnaga
Municipality had prepared action plan for the cotrdinancial year (2015-16).
However, specific reply was not furnished for otbkBs.

(i) Segregation and storage at source

Segregation and storage of solid waste is the mrtstal component in the whole
process of MSW management, since this step gudesibsequent steps to be taken
in handling solid waste. Government replied (OetoB015) that the services of
MEPMA and Nagara Deepika members were being utilize all the ULBs to
sensitize the masses on the benefits of segregaftiaste. As a result, many ULBs
started selling of the dry resource to recyclers.

(i) Awareness among citizens

Generating awareness among the public with regatidet procedures and creation of
an enabling environment is the key to success ggir segregation and storage at
source. In order to encourage the citizens, mualicguthorities should organize
awareness programnider segregation of wastes and promote recyclingease of
segregated materials. However, in one ULBublic awareness programme was
conducted and in thréetest checked ULBs records to prove conducting such
programmes were not available.

Government replied (October 2015) that the doaitdor awareness campaigns were
held through MEPMA & Nagara Deepika members on esgafion and storage of
waste in two bins (dry & wet waste). Several magtinvith community organizers
were also conducted to propagate the message refgseign at source.

(iv) Non-segregation at source

Segregation of garbage at source is primarily me&akeep the two broad categories
of solid waste generated separately in differemtaioersviz., bio-degradable waste
in one container and non-biodegradable waste inthanocontainer. However,
segregation of waste at source by adopting two byssem for bio-degradable and
non-biodegradable waste was not implemented indsiechecked Corporations and
Municipalities.

Segregation and storage of solid waste at sourteliter based on the type of solid
waste generated. Broadly, the type of solid wasteerated can be categorized into
four types: (a) domestic and trade waste (b) caostm waste (c) bio-medical waste
and (d) industrial waste.

In the test checked ULBSs, there was no systemdgregjation and separate storage of
waste generated at source in respect of the alaiggaries.

® Nizamabad & Warangal Corporations and Mahbubnadéal§onda Municipalities
® SI. No.2 of Annexure 9 of State Guidelines on M&8gtied in July 2005

’ Warangal

8 Mahbubnagar, Nizamabad and Nalgonda
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In two test checked ULBs37 hospitals/Diagnostics/Clinics did not havéeaup with
agencies for segregation and disposal of bio-médvweste. This would result in
mixing of bio-medical waste with municipal solid sta. However, segregation of
garbage at source was not practiced. Inclusiasuitéble clause for segregation and
disposal of bio-medical waste by such units attthme of issue of licenses would
ensure compliance as contemplated.

(v) Arrangements for primary collection points

Collection of MSW has to be done from dispersed@esiof its generation/storage,
taking into account the quantum of garbage gengtiatéhe municipal area. Quantum
of garbage generated in the test checked ULBs dafigen 56 MTs to 234 MTs per
day. In these ULBs (except in Nalgonda) garbags walected door-to-door in
tricycles through outsourced agencies. Since satoggwas not done at the source
point, door-to-door collection in two separate camments for bio-degradable and
recyclable was not done. Further, rag pickers weteorganized for improving MSW
collection.

However, 10(oer centdoor-to-door collection of garbage was not achiewefull in
any of the test checked ULBs. Government accep@cdioper 2015) that the
segregation of waste at source was not satisfadtomas, however, stated that about
30 per centsegregation was being done by Public Health worHarghg collection,
and rag pickers at secondary storage points addnap yards.

(vi) Non-levy of garbage collection fee

As per MSW Rules (Rule 5.4), garbage collectiondieuld be collected from bulk
garbage generators while simultaneously ensurifigp#d centcollection of garbage.
Garbage collection fee is leviable on establishmenich as hospitals and nursing
homes, diagnostic centres, clinics, restaurantshanels, function halls and lodges
and private guest houses including clubs, privaterkets including agriculture
markets, private commercial complexes with 20 amakemshops inside, private
hostels, cinema halls and places of entertainmmeat] side vegetable vendor addas
and road side weekly markets, certain selectedstgpaorkshops etc.

However, it was observed that the test checked Uk& not levying fee from bulk
garbage generators. Audit assessed loss of revafitie.22 crore in two ULBY.
The other two ULBS did not furnish details of bulk garbage produce.

In one ULB?, though a Council Resolution was passed for citleof user charges
at3one per day per house, the percentage of colleataen6per centand 11per cent
in 2013-14 and 2014-15 respectively. There wagststallection of%1.27 crore
during the period.

® Nizamabad (26) and Mahbubnagar (11)

12 Nalgonda 120 lakh) and Waranga¥1.94 lakh)
1 Mahbubnagar and Nizamabad

2\Warangal Municipal Corporation
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Government replied (October 2015) that ULBs werdecbng user charges from
bulk waste generators and stated further that Nabemh Municipal Corporation was
collecting user charges 38.20 lakh per month from the commercial establighise

5.1.5

Transportation of solid waste

Local bodies are to identify locations where sel@aste intermediate storage facilities
should be created. Primary transportation of swlabte involves movement from
source of generation to the intermediate storagéitfa Secondary transportation
involves carriage of solid waste from intermediaterage facility to the waste
treatment plants/land fill sites. Depending on tuantity of solid waste generated
and nature of facilities at the final treatmentgassing/landfill sites, a mix of
transport devices should be put into place

Audit observations in this regard are as follows:

Based on the norms for collection/transportation gairbage at 35,165
households etc., in Nalgonda, audit observed theth speration required 16
tractors/tippers and three autos. As such, procent of five tractors and four
autos was found to be excess, resulting in avoedakicess expenditure of
%0.47 croré®. Government replied (October 2015) that many ef wehicles
owned by ULB were under repair, for which sparegarere not available in
the market. The ULB failed to take appropriate meas to dispose of the
unserviceable vehicles.

In Warangal, 58 vehicles were deploYedor clearance of 240 MTs of
garbage per day. However, audit assessed theitapbgarbage clearance of
58 vehicles as 633 MTs. It revealed that vehigescured were more than
twice the requirement. Government replied (Octobet5) that the waste
generated in the city was 360 MTs against 275 Migepted with the
capacity of vehicles procured undef™C grants. As such, 15 more tractors
were engaged by ULB to collect and transport thete&veHowever, the details
regarding 360 MTs of waste generated in the citiew®t enclosed.

In Mahbubnagar Municipality, one bio-pulverizer wa®cured in April 2008
at a cost o®6.88 lakh. However, it was not put to use till Rla2015 due to
non-availability of Power and water supply at dungpiyard. As a result,
segregation of MSW was not done and the amou®i26£73° lakh remained
unfruitful. Government promised (October 2015) ttiet bio-pulverizer would
be put to use by providing required infrastructdaailities.

Nizamabad Municipal Corporation, entered into agresets for transportation
of municipal solid waste to the dumping yardswidts noticed in audit that the
details of vehicles were not entered in inward styi at the dumping yard.

133 Autos @%4.58 lakh per vehicle and 5 tractors/ trailer@6@5 lakh per vehicle.
“ Dumper Placers (19), Tippers (3), Compactor (&) Bractor (30).
15%9,88,708 €9,93,349 R6,88,878)
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However, payment oR78.07 lakH® was made to the contractors from
March 2013 to February 2015. Statutory deduction loicome Tax
@2.26per centamounting t&1.76 lakh was not made from these contractual
payments. Government also not furnished reply (Ndwer 2015).

5.1.6 Processing of MSW

Suitable technology has to be adopted to make tiseaste so as to minimize the
burden on landfill. Bio-degradable wastes shoulgtoeessed by composting, vermi-
composting, anaerobic digestion or any other appatEp biological processing for

stabilization of wastes. Mixed waste containingokesrable resources should follow
the route of recycling. Incineration with or withoenergy recovery including

pellatisation can also be used for processing waste specific cases.

i. As per MSWM guidelines, Municipal authorities shsbubdopt suitable
technology or combination of such technologies skenuse of wastes so as to
minimize burden on landfill. In the test checkedB4l. no technology was
adopted for processing of waste to minimize burderdandfill. Government
in its reply (October 2015) stated that of tagencies permitted to process
and dispose the waste generated in 30 ULBs, oeacgghad stopped
functioning since January 2014, while the othert unould commence
operation from December 2015. Thus, the objectivprocessing the waste
could not be met.

ii. The e-waste (Management and Handling) Rules 20Xihedes-waste as
“Waste Electrical and Electronic equipment inclygiall components sub-
assemblies and their fractions”. E-waste is comsdl@langerous to human
health and environment as it contains certain naseike lead, cadmium and
mercury that are hazardous depending on their tondiand density. The
ULBs should ensure that, e-waste/orphaned prodifcteund to be mixed
with MSW, is properly segregated, collected andcheinnelized to either
authorized collection centre or dismantler or réeyc

iii.  Further, the Municipal authorities are responsibleensuring safe collection,
storage, segregation, transportation, processidgdaposal of plastic waste,
setting up of plastic waste collection centresetakeasures to encourage the
use of plastic waste by adopting suitable technplegch as in road
construction etc

Segregation of e-waste was not done either at sowrat transfer station/dumping
yard in any of the test check Municipalities/Comd@mns leading to environmental
hazard.

16 4 vehicles®19.87 lakh; 1 vehicl&22.31 lakh; 2 vehicle&17.91 lakh and 1 vehicl&17.98 lakh
" M/s Shalivahana (MSW) Green Energy Ltd & M/s HeBraPower Projects
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5.1.7 Disposal of MSW

Waste disposal practices comprise (i) compostireg@gnproduction after segregation
of bio-degradable waste (ii) recycling of recyckalblid waste for different activities
and (iii) disposing inert materials such as dushds silt, street refuses, bricks, stones,
broken glass pieces etc., in a sanitary landfill.

i. In all the test checked ULBs, MSW was disposedroffumping yards affecting
the environment. None of the above mentioned dapasctices were followed
in any of these ULBs.

ii. Inviolation of MSW Rules, no system was adoptadgieneration of power from
garbage in the test checked ULBs.

ii. In Nizamabad Municipal Corporation, an agreemens weatered into with
M/s. Shalivahana MSW Green Energy Limited in Decenffd11for establishing
waste processing facility at the municipal dumpiyayd at Nagaram. The
contract period expired in November 2014 and therector had not set up the
processing plant on the grounds that municipal agebwas not processed and
could not be used for their power project. Thud,BUfailed to ensure
segregation of solid waste before entering intoctingract.

Government accepted (October 2015) that the dispddSW was not started
by the agency. However, specific reasons for notiig up to the contract by
agency and the action initiated for processingviaste were not clarified by the
Government.

iv. In Mahbubnagar Municipality, compost yard was canged at Koilkonda ‘X’
Road at a cost &¥9.88 lakh in December 2010. In addition, segregashed at
dumping yard was constructed at a coX®03 lakh in August 2011. However,
this was not put to use till October 2015.

v. Government promised (October 2015) compliance tkemsse of the compost
yard by providing electricity.

5.1.8 Monitoring mechanism

MSW Rules stipulate that Annual Reports in presadiborm should be furnished by
the Municipal Authority to the Secretary in chargé the department of urban
development indicatinginter-alia, the quantity and composition of solid waste,
storage facilities, transportation, details of stuetc., with a copy to the State Board
or the Committee on or before™®@ay of June every year. The State Board, in turn,
prepares the annual report with regard to impleatent of MSW Rules, 2000 and
forwards it to Central Pollution Control Board.

Scrutiny of the test-checked ULBs revealed thatetlveas no evidence of compliance
with the procedure of forwarding the annual reportthe State Pollution Control
Board. The Board also confirmed that, barring tigorts for the year 2012-13 by

Page 54



Chapter V — Compliance Audit Paragrap

Nizamabad and for the years 2010-14 by Waranghakraiwo test-checked ULBs
(Nalgonda and Mahbubnagar) had not forwarded thealneports.

As per the annual report of the State Board forygee 2014-15, none of the ULB’s in
the State adopted ‘two bfhsystem and manual handling of waste was beindechr
out in most of the ULBs. Only eiglger centof households in State were covered
under source segregation. Further, only 11 outBo)BBs in the State set up vermin
compost plants and one ULB (Karimnagar) has estaddi power plants as part of
processing of waste and disposal facilities. MokBS were dumping the waste in
existing dump sites.

The test checked ULBs have not constituted MompiCommittee headed by the
Commissioner for monitoring and review of the pesgy of implementation of the
scheme in compliance with the Rules.

As per Manual of Role & Responsibilities of variofisictionaries in ULBs the
Medical Officer of Health have to periodically iresyt markets and other places where
articles of food are sold for compliance to Pubiealth regulations and sanitary
requirements. Records relating to periodical ioSpas conducted were not
maintained in the test checked ULBSs.

5.1.9 Conclusion

The ULBs were not compliant with the MSWM Rulesseveral regards. Segregation
of MSW was not done at source point and door-to-@odiection was not achieved
100 per cent Requisite fee was not levied on generators df bafbage. Absence of
arrangements for segregation of MSW at source threatransfer stations/disposal site
burdened the dumping yard, leading to health hazandl inconvenience to citizens.
Vehicles were procured in excess of requiremenpréyriate technology was not
adopted for processing of waste to minimize buretandfill. There was no system
for generation of power from garbage. The moni@mechanism was not adequate

5.2 Avoidable payment of interest and damages - 31.08 crore

Delayed remittance of ESI contributions by Warangal Municipal Corporation
resulted in avoidable payment o®1.08 crore towards interest and damages

As per the provisions of the Employees’ State lasoe (ESI) Act 1948, the
employer is liable to pay the ESI contributionghie ESI Corporation within 21 days
from the last day of the calendar month in whiah ¢bntributions fall due. In case of
failure to pay the contributions within the spesifiperiod, the employer is liable to
pay interest at the rate of p2r centper annum for each day of default/défayin
addition, damages are also payable

18 Bjo-degradable, Recyclable and other waste

19 Sections 39 and 40 read with regulation 31 ofEBé (General) Regulations, 1950
20 Regulation 29 read with regulation 31 of ESI (GefjeRegulations, 1950.

2L Regulation 31 and 26 of ESI (General) Regulatia850.
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Warangal Municipal Corporatiéh(WMC) introduced ESI scheme to the outsourced
contract public health workers with effect from Ausgj 2010. Contributions for the
period from August 2010 to February 281and January 2012 to December 2312
amounting tX1.53 crore were remitted by WMC, the principal eoyglr, belatedly

in August 201%. The ESI Corporation served notices on WMC fderiest and
damages (during August 2013 and July 2015%1ot 7 crore. Out of this, WMC paid
charges amounting &iL.08 crore as of July 2018 ¢pendix 5.1

Government attributed the delay in remittancesetoding adjustments through online
system. The reply of the Government (November P0%5not acceptable as
arrangements should have been made for prompt paysh&SI contributions.

Thus, failure of WMC in ensuring prompt remittanoé$€SI contributions resulted in
avoidable payment o¥1.08 crore and committed liability ¢¥0.09 crore levied
towards interest and damages.

Hyderabad (L.TOCHHAWNG)
The Principal Accountant General (G&SSA)
Andhra Pradesh and Telangana

Countersigned

New Delhi (SHASHI KANT SHARMA)
The Comptroller and Auditor General of India

2 Greater Warangal Municipal Corporation (GWMC) frdanuary 2015

2 Contributions for the period August 2010 to Ry 2011 56,19,362

24 Contributions for the period January 2012 to éeber 2012 96,33,197

% Contributions were paid for the period March 26d December 2011 in time.
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Appendice

Appendix 1.1
(Reference to paragraph 1.3 page 3)

Statement showing district-wise and department-wisdevolution of funds to
PRIs during 2014-15

( in lakh)
Sl. Name of the | Agriculture Animal Backward Fisheries Total
\[o] District Department Husbandry Classes Welfare Department

Department Department
Adilabad 0 46.25 0 357.26 40351
Karimnagar 0 24.80 0 442.67 467.47
Khammam 0 26.09 0.20 344.16 370.45
Mahbubnagar 0 0 0 0 0
Medak 0 0 0 7.50 7.50
_ Nalgonda 19.38 0 0 83.48 102.86
Nizamabad 0 0 0 22.78 22.78
m Rangareddy 0 0 0 20.82 20.82
" warangal 0 0 0 18.35 18.35
- Total 19.38 97.14 0.20 1,297.02 1,413.74
Appendix 2.1

(Reference to paragraph 2.2 page 16)

Statement showing the details of notices issued Bynd Commissioner

SiR Details of notices issued by Fund Commissioner Details of Payment

No.
Name of the Noticed issued Amount Period of recovery of EPF Payment made Amount
SPMU/DPMU/ (Month and (Damage (Month and
TPMU year) charges year)
and
interest)
Bhadrachalam  March 2014 10,00,273 March 2008 to March 2014  May 2014 10,00,273
Hyderabad May 2014 66,377 August 2006 to February 201¢ July 2014 66,377
Khammam March 2014 23,5486 August 2002 to March 2014 0
Medak March 2014 24,17,654 July 2002 to December 2013  October 2014 24,17,654
Nalgonda May 2014 61,09,721 December 2007 to May 2014 August 2015 61,99,721
n Nizamabad July 2012 11,90,265 January 2003 to August 2008 August 2012 11,90,265
Warangal December 2013 215,646 May 2009 to September 2013 December 2014 2,15,646

Total 1,34,15,422 1,10,89,936

Source: Information furnished by SERP
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Appendix-4.1
(Reference to paragraph 4.6.2 page 36)

Statement showing the details of components propasand completed in

~ (&) w N = >
g2

Name of the
ULB and
Status of the
project
Bodhan
(Completed)

Jangaon
(Completed)

Miryalaguda
(Completed)

Mancherial
(Completed)

Narayanpet
(Completed)

Palwancha
(Completed)

Siddipet
(Not completed)

Suryapet
(Completed)

Tandur
(Completed)

Total

No. of slums
identified for
implementation
of programme

35

15

24

17

17

42

14

179

test-checked projects

Components

Roads
Drains
CUCs
Street lights
Roads
Drains
CUCs
Roads
CUCs

Roads
Drains
CUCs
Street lights

Community
toilets

Quantities
sanctioned
in original
DPR
17.27 km
14.87 km
3 Nos.
185
27.24 km
75.35 km
12 Nos.
34.50 km
10 Nos.

14.19 km
44.86 km
2 Nos.
328

12

Development 6

of parks

Water supply works executed as sanctioned in aidPR

Roads
Drains
CUCs
Roads
Drains
CUCs

Livelihood
centre (1),
Informal

market (1)

Roads
Drains
CUCs
Roads
Drains
CUCs
Roads
Drains
CUCs

Source: Records of implementing agencies

19.20 km
35.26 km
9 Nos.
8.14 km
22.23 km
1 No.

2 Nos.

5.13 km
11.30 km
4 Nos.
16.14 km
81.17 km
7 Nos.
21.79 km
50.04 km
8 Nos.

Quantities

sanctioned | Quantities

in revised executed
DPR

16.19 km 16.19 km

10.47 km 10.47 km

3 Nos. 3 Nos.

145 145

23.70 km 23.70 km

37.50 km 37.50km

12 Nos. 6 Nos.

41.88 km 36.21 km

10 Nos. 5 Nos.

18.33 km 15.49 km

48.14 km 43.20 km

2 No. 1 No.

311 311

2 2

1 1

37.01 km 23.00 km
23.50 km 23.50 km
0 0

11.49 km 9.85 km
21.32 km 20.20 km
1 No. 1 No.

0 0

8.57 km 5.88 km
5.32 km 4.71 km
0 0

14.48 km 14.48 km
54.39 km 54.39 km
3 Nos. 0

25.20 km 25.20km
35.39 km 35.39 km
4 Nos. 2 Nos.

Quantities not
executed

O O O o o

6 Nos.
5.67 km
5 Nos.

2.84 km
4.94 km
1 No.

14.01 km
0

0

1.64 km
1.12 km

2.69 km
0.61 km
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Appendice

Appendix 5.1

(Reference to paragraph 5.2 page 56)

Statement showing notices issued and payments maidevards interest etc.,

No

52000340390001098/CP/84317 Dt. 08/08/2013 30,08,206
AP/M EC/52000340390001099/2102014310 Dt. 10/02/2( 0
52000340390001099 Dt. 20.05.2014 0
MEC/52000340390001099/112820141016 Dt. 28.11.20 1,04,840
52000340390001099 Dt. 17.12.2014 0
n MEC/52000340390001099/112820141020 Dt. 28.11.20: 14,248
- Total 31,27,294

62,30,794
12,83,330
0
1,67,792
0
76,81,916

10,000 30,18,206

0 62,30,794
0 12,83,330
0 1,04,840
0 1,67,792
0 14,248

10,000 1,08,19,210

Statement showing notices issued and payments to fmade towards interest etc.,

No

- 52000340390001099/CP/114494 Dt. 21.4.2014 85,450
52000348390001099/CP/114484 Dt. 21.4.2014 0
52000340390001099/CP/118540 Dt. 05.06.2014 6,63,999
52520340390011099/112820141027 Dt. 28.11.2014 0

- Total 7,49,449

72,037

22268
94,305

85,450

0 72,037
3,000 6,66,999
0 22268

3,000 8,46,754
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Glossary of Abbreviations

Pages 61 - 64







Glossa

A Abstract Contingent

I

ACA Additional Central Assistance

APHB Andhra Pradesh Housing Board

APL Above Poverty Line

APMAM Andhra Pradesh Municipal Accounts Manual

APMDP Andhra Pradesh Municipal Development Project

APPR Andhra Pradesh Panchayat Raj

APUFIDC Andhra Pradesh Urban Finance and Infrastructuree@pment Corporation
Bank Guarantee

Backward Region Grant Fund

Basic Services to the Urban Poor

CcC

Cement Concrete

CDMA Commissioner and Director Municipal Administration
CEO Chief Executive Officer

CFC Central Finance Commission

CFMS Central Fund Management System

CIPET Central Institute of Plastics Engineering and Tetbgy
CPCB Central Pollution Control Board

CPRRD Commissioner, Panchayat Raj and Rural Development
CPRRE Commissioner, Panchayat Raj and Rural Employment

CPWSS Comprehensive Protected Water Supply Scheme

(@)
2y
O

Commissioner, Rural Development

0O
()]
@)

Central Sanctioning Committee
Central Sponsored Schemes
Community Utility Centres

Detailed Contingent

i
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Audit Report on ‘Local Bodies’ for the year endeddyth 2015

Drawing and Disbursing Officer

DEABAS Double Entry Accrual Based Accounting System

DPC District Planning Committee
DPMU District Project Monitoring Unit

DPRs Detailed Project Reports

DSA Director State Audit

ECV Estimated Contract Value
Employees’ Provident Fund
Employees’ State Insurance
Economically Weaker Section
Fixed Tenure Employees
Fund Transfer Order

General Financial Rules

Government of Andhra Pradesh

Government of India

Government of Telangana

@
o

Gram Panchayat

GVMC Greater Visakhapatnam Municipal Corporation
HDPE High Density Polyethylene

HMC Hyderabad Municipal Corporation

HMWS&SB Hyderabad Metropolitan Water Supply & Sewerage Boar

T

High Tension

IHSDP Integrated Housing and Slum Development Programme
|N[BLIEZAIASE  Integrated Novel Development in Rural Areas and 8lddunicipal Areas
Inspection Report

JNNURM Jawaharlal Nehru National Urban Renewal Mission
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Glossa

LIG Lower Income Group
LOA Letter of Acceptance

MA&UD Municipal Administration and Urban Development

MCs Municipal Corporations

MEPMA Mission for Elimination of Poverty in Municipal Aas
MGNREGA Mahatma Gandhi National Rural Employment GuaraAige
MGNREGS Mahatma Gandhi National Rural Employment GuaraBigeeme
MNES Ministry of Non-conventional Energy Sources

MoHUPA Ministry of Housing and Urban Poverty Alleviation

MPDO Mandal Parishad Development Officer

MPP Mandal Praja Parishad
MPTC Mandal Parishad Territorial Constituency

MSWM Municipal Solid Waste Management

NIC National Informatics Centre
NMAM National Municipal Accounts Manual

NSDP National Slum Development Programme

pzd
(0)]
®

National Steering Group
Personal Deposit

Provident Fund

Ii
T

PHC Primary Health Centre

PHE Public Health Engineering

PRIs Panchayat Raj Institutions

PRIASOoft Panchayat Raj Institutions Accounting Software

Revenue Recovery

Rural Water Supply

Social Audit Unit
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SEGF State Employment Guarantee Fund

SERP Society for Elimination of Rural Poverty

SFC State Finance Commission

SLNA State Level Nodal Agency

SLSC State Level Steering Committee

SPIU Strategic Performance Innovation Unit

SSAAT Society for Social Audit, Accountability and Traaspncy

TAG Technical Advisory Group

TFC Thirteenth Finance Commission

TGS Technical Guidance and Supervision

TPIMA Third Party Inspection and Monitoring Agencies

TPMU Tribal Project Monitoring Unit

TPQCA Third Party Quality Control Agency

TSUFIDC Telangana State Urban Finance Infrastructure Dewedmt Corporation

Utilisation Certificate

@

UIDSSMT Urban Infrastructure Development Scheme for Snmadlfedium Towns

UIG Urban Infrastructure Governance
ULBs Urban Local Bodies
USHA Urban Statistics for HR and Assessment

VAMBAY Valmiki Ambedkar Awas Yojana

VAT Value Added Tax
VMC Vijayawada Municipal Corporation
ZPP Zilla Praja Parishad

ZPTC Zilla Parishad Territorial Constituency
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