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( Preface )

This Report for the year ended March 2016 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 auditierperiod 2015-16 as well as
those issues which came to notice in earlier ydarscould not be dealt within
the previous Reports have also been included, wherecessary.

The audit has been conducted in conformity with ifiag 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 Panchayat Raj Institutions @FRdnd Urban Local Bodies
(ULBS).

This Report also contains overview of finances awedounts of local bodies and
observations on financial reporting.

2. Significant Audit findings

This Audit Report includes results of one perforcemaudit and eight 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 audditings relating to their audits are
discussed below:

2.1 Performance Audit on Water Supply in Urban Local Bodies

Water is a natural resource essential for human stance. Lack of safe drinking
water affects the health and wellbeing of the publi The objective of water supply
system is to ensure supply of safe and adequatentjtyaof water at reasonable cost
to the user. The responsibility of supplying safenking water to urban population
rests with the Urban Local bodies (ULBs). Out of '58rban Local Bodies in the
State, sevenULBs were selected for detailed scrutiny basedlowest Ipcd (litres
per capita per day) in each stratulnFollowing significant observations were
noticed in the Performance audit of Water Supply Wrban Local Bodies:

» State Government had yet to frame policy/guidelinessed on National Water
Policy 2012 as per local requirement. Water Regolgt Authority was yet to be
established for uniformity in operations and pricgnfor supply of water.

(Paragraphs 4.5.1 and 4.5.2)

e ULBs had not accorded much importance to constracti of Rain water
harvesting structures for conservation of ground tea No action was initiated
by the ULBs for rejuvenation or recharging of suhsface water.

(Paragraph 4.6.3)

! 14 Nagar Panchayats formed on or after 2012 watreansidered for sampling

2 Bodhan (Nizamabad district), Gadwal (Mahabubnadéoylad (Nalgonda), Mandamarri (Adilabad),
Manuguru (Khammam), Metpally (Karimnagar) and Véaad (Rangareddy)

% Stratum | (<= 70 Ipcd), Stratum Il (>70 and <=138y Stratum III (>135)
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Audit Report on ‘Local Bodies’ for the year endédiarch 2016

« Water treatment plants were not available in féuest-checked ULBs where sub-
surface was the source. In Kodad ULB there was dfadl in storage capacity of
service reservoirs and water supplied through opmate wells for drinking
purposes confirmed presence of excess fluoride.

(Paragraphs 4.7.1 and 4.7.2)

« Water supply distribution network was inadequaten the four test-checked
ULBs, there was shortfall in coverage of pipelineetwork ranging from 23
per cent to 67 per cent, when compared with intdrr@ad length.

(Paragraph 4.7.3)

* Flow meters were not installed at source/treatmefdant/distribution zones in the
test-checked ULBs.
(Paragraph 4.7.4)

* In Manuguru ULB, there was no household connectiyisince water is supplied
through public stand posts. Water Supply Improvenescheme stipulated for
completion by March 2016 was still under progre®0(per cent was executed
with an expenditure of11.72 crore) as of March 2016.

(Paragraph 4.8.2.1)

* In Vikarabad ULB, infrastructure created under thecheme sanctioned in 2007
at the cost of23.81 crore remained unutilised since water was gligd through
infrastructure created under another scheme sanctal in 2011. In Gadwal
ULB, the infrastructure created at the cost @5.57 crore was lying idle, since
contractor stopped (June 2012) the work midway.

(Paragraphs 4.8.2.2 and 4.8.2.3)

« In all the sevefi test-checked ULBs, there was a gap between denzawtsupply
ranging from 19 per cent to 71 per cent. Duratiori water supply ranged from
one hour once in four days to one hour per day agsti target of supply of water
for 24 hours.

(Paragraphs 4.9.1 and 4.9.2)

« The shortfall in House Service Connections in Sixest-checked ULBs ranged
from 48 per cent to 78 per cent. Water meters weot installed in any of the
test-checked ULBs, and ULBs continued to levy watdrarges at fixed rate,
irrespective of actual consumption causing possilies of revenue to ULBs.

(Paragraphs 4.9.3 and 4.9.4)

* ULBs did not install their own laboratories. As shg there was shortfall in
coverage of tests of water samples to confirm thldy of water. ULBs did not
furnish action taken on the unsatisfactory reporten water samples. The

Kodad, Mandamarri, Manuguru and Metpally

® Kodad (61per cent), Gadwal (67er cent), Manuguru (23er cent) and Mandamarri (2er cent)
Bodhan (19per cent), Gadwal (41per cent), Kodad (71 per cent), Mandamarri (44per cent),
Manuguru (56oer cent), Metpally (7 1per cent) and Vikarabad (6per cent)

Bodhan 51per cent, Gadwal 53per cent, Kodad 48per cent, Mandamarri 7&er cent, Metpally 62
per cent and Vikarabad 58er cent
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Surveillance agencies required to identify and evaie factors posing health risk

related to drinking water supplied and pinpoint thiesk areas and give advice for

remedial action to ULBs, were not formed in any tbie test checked ULBs.
(Paragraphs 4.10.1 to 4.10.3)

* In none of the test-checked ULBSs, preventive mamdace was being carried out
and there was no action plan for maintenance scheéduln the test-checked
ULBs (except Manuguru) the tools/spares for regulanaintenance were not
available. There was inadequacy in staffing patterfor operation and
maintenance of water works.

(Paragraphs 4.11.1 and 4.11.2)

* In the test-checked ULBs, the expenditure on opé&atand maintenance on
water supply arrangements was much higher than trevenue. In fivé test-
checked ULBs, there was a shortfall in collectiorf tariff ranging from 67
per cent to 95 per cent. In Kodad and Bodhan ULB=iff was not revised for a
long time. In Kodad ULB, water charges were beingyvied at¥30 per month
against £100 per month fixed (2004) by Government and auaksessed loss of
revenue as47.26 lakiper annum (2015-16).

(Paragraph 4.12.1)

» Water audit to assess the total quantity of watengiuced and distributed was not
conducted in any of the test-checked ULBs. Facilitan services for grievance
redressal were not established for customer assicta

(Paragraphs 4.14.3 and 4.14.4)

2.2 Compliance Audit Paragraphs
2.2.1 Information Technology Audit on implementation of e-Panchayat in
Telangana

e-Panchayat is one of the Mission Mode Projects (MMunder National e-
Governance Plan (NeGP), being implemented with aiem to empower and
transform rural India and make Government servicescessible to the common
man in his locality i.e., at Panchayat level. ThePanchayat project aims to
transform the Panchayat Raj Institutions (PRIs) iat symbols of modernity,
transparency and efficiency. Two districts with Higst number of clusters and one
district with lowest number of clusters were sektt A total of 15 cluster$ (five
clusters per district) were selected as audit saerpl represent 5,232 clusters (8,695
GPs) in the State.

The main objective of e-Panchayat project to autamahe internal workflow
processes of panchayats could not be achieved e¥&n 3 years of implementation
of the project. Due to non-implementation of Serei Plus application, delivery of

8 Bodhan 81per cent, Gadwal 6er cent, Kodad 95per cent, Metpally 80per cent and Vikarabad 67
per cent

° 5,626 House service connections multipliedp € 1003 30)

19 Mahabubnagar, Nizamabad and Warangal
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Audit Report on ‘Local Bodies’ for the year endédiarch 2016

services to the citizens could not be providednst GPs. The aim of improving the
governance of local self-government institutionsutd not be achieved due to non-
closure of annual accounts and non-updating the mties at the PRIs. Non-
provision of systems with internet facilities at my PRIs resulted in poor
implementation of the project. Overall, the objeati of promoting transparency and
peoples’ participation in planning, implementatioand decision making could not
be achieved.

(Paragraph 2.1)

2.2.2 Sewer age and Underground Drainagein Urban Areas

Jawaharlal Nehru National Urban Renewal Mission (JNURM) was one of the
flagship programmes launched by the Government ofdia (Gol) to support
various infrastructural development projects includy sanitation and sewerage.
Audit conducted detailed scrutiny of implementatiaf four'* Sewerage and Under
Ground Drainage (UGD) projects. Following significe observations were noticed:

* Arrangement for treatment of sewage was inadequat®the DPRs of sewerage
systems in the old city area on South of Musi Zdrend Il provided for
treatment of only 94.01 MLD out of projected outfloof 482.49 MLD.

(Paragraph 5.1.4.3 ii)

» There was shortfall 0of&122.96 crore in the release of grants by both Geida
State Government in the test-checked projects.
(Paragraph 5.1.5.1)

» Works were awarded without satisfying the key paegters in the technical bids
such as overall responsiveness, execution of minimguantities of work and
critical equipment such as cranes for laying pipescavators etc.

(Paragraph 5.1.6.1)

e Consent of State Pollution Control Board was nottalmed for establishment of
sewerage treatment plants.
(Paragraph 5.1.6.2)

» Projects were not completed and were delayed beybadstipulated period. The
delay ranged from two to more than five years.
(Paragraph 5.1.6)

* Environmental hazards and public health concerns menot fully addressed as
there was no arrangement for recycling and reusiof treated water. Both the
treated as well as untreated sewage relating to Misne | and Il projects were
being let out into the Musi river.

(Paragraph 5.1.7)

(i) South of Musi Zone-I, Hyderabad (ii) South of MWZone-Il, Hyderabad (iii) Underground
Drainage project to Rajendranagar, Hyderabad amdJ¢derground Drainage project to Vikarabad
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2.2.3 Follow up on Performance Audit of Implementation of Rural Water
Supply Schemes

Follow-up audit (2016) of Implementation of Rural @ter Supply Schemes was
conducted to determine whether necessary correctition has been taken on
recommendations made in the Performance Audit Rdapof Implementation of
Rural Water Supply Schemes featured in Comptroléerd Auditor General’s Audit
Report (General & Social Sectdfjfor the year ended March 2012.

While some relevant aspects of the recommendatioveye seen to have been
addressed, there were areas of shortfall in actungon the recommendations made
in audit. Of the five recommendations, four recomnuaations were partially
implemented and one recommendation was not impletednas yet. State
Government did not ensure participation of PRIs preparation of Annual Action
Plan and also did not follow two stage approatiwhile according administrative
sanctions. Gap in State matching share was not addqly addressed, as there was
still a balance of#280.30 crore to be released by State Governmentfdglarch
2016. Adequate emphasis was not placed towardsasebility resulting in slipped
back habitations. Testing of samples did not co&8,723 water sources during
2015-16 in the State. Monitoring was not effectiveimplementation of schemes as
the incomplete schemes commented in earlier repmetre still not commissioned
even after incurring an expenditure of169.79 crore as of August 2016.
(Paragraph 2.2)

2.2.4 I dle equipment

Swamy Ramananda Thirtha Rural Institute was establed by State Government
with the objective of playing a pro-active role imural development/rural
transformation through training, extension, conswhcy, research and
development. Equipment costingl.11 crore procured (2004-07) by the Institute to
establish bio-technology and soil testing laboratdrad remained idle. Expenditure
of £22.03 lakh on laboratory maintenance and consumableas unfruitful.
(Paragraph 2.3)

225 Irregular payment towards hiring of vehicles

State Government permitted (April 2014) the Drawiragnd Disbursing Officers
(DDOs) to draw funds through Abstract Contingentllsifor incurring expenditure
during the fourth ordinary elections to Mandal Pashad Territory Constituencies
(MPTC) / Zilla Parishad Territory Constituencies @&TC), 2014. Failure to comply
with codal provisions and Government directions @nsuring the correctness of
Detailed Contingent bills led to possible misapprigion of £86.80 lakh claimed in
eight™* districts.

(Paragraph 2.4)

12" Chapter 5 of the Report
13 15'stage approval for preparatory work afitis?age approval after finalisation of designs etc.,
14 Adilabad, Khammam, Karimnagar, Mahabubnagar, Mebalgonda, Nizamabad and Rangareddy
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2.2.6 Fraudulent payments towar ds contingent expenditure

Failure to comply with codal provisions and weakt@mal controls resulted in
fraudulent payments o#0.67 lakh and possible fraudulent claims &#8.44 lakh
towards contingent expenditure in Mandal Praja Pahad, Saroornagar of
Rangareddy district.

(Paragraph 2.5)

2.2.7 Delayed remittances of EPF contributions resulted in avoidable
expenditure

Failure of Greater Warangal Municipal Corporation i timely remittance of
provident fund contributions resulted in avoidablexpenditure of €2.80 crore
towards damage charges and interest.

(Paragraph 5.2)

2.2.8 Unfruitful expenditure on construction of office building

In Nizamabad Municipal Corporation, failure to ense adequate funds for
construction of office building resulted in unfruful expenditure of&1.87 crore.
(Paragraph 5.3)
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Chapter | -An Overview of the Functioning, Accountdity Mechanism and Financial Reportin
issues of Panchayat Raj Institutio

An Overview of the Functioning of the Panchayat Raj Institutions
(PRIs) inthe Sate

1.1 I ntroduction

Government of India (Gol) enacted (1992) th& @thendment to the Constitution to
empower Panchayat Raj Institutions (PRIs) as |sedi-governing institutions to
ensure a more participative governing structuréhencountry. Gol further entrusted
the implementation of various socio-economic depelent schemes, including those
enumerated in the Eleventh Schedule to the Cotistituo the PRISs.

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

Accordingly, State Government had enacted Andhaalésh Panchayat Raj
(APPR) Act in 1994 repealing all the existing Acts, to eskibla three-tier system
viz, Gram Panchayat (GP), Mandal Praja Parishad (MP®)Zidla Praja Parishad
(ZPP) at Village, Mandal and District levels, resipeely.

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 (Gr cent) lived in rural areas. A profile of rural
Telangana is given below:

Table1.1

Rural population Crore 2.16
Rural sex ratio Females per1000 Males 999
Rural literacy rate Percentage 57.30
Zilla Praja Parishads Number 9
Mandal Praja Parishads Number 443
Gram Panchayats Number 8,778

Total number of PRIs (4+5+6) 9,230

Source: Information furnished by CPR&RD and Telangana State Portal (August 2016) by State
Government

1 Applicable in relation to the State of Telangalsmas per Andhra Pradesh Reorganisation Act, 2014
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Audit Report on ‘Local Bodies’ for the year endédiarch 2016

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

Secretary
Panchayat Raj, Rural Development and RWS

Engineer in Commissioner

Commissioner Engineer in

PR&RE Chief (PR) fural Chief (RWS)

Development

ZPP elected body Chief .
District headed by |e. District Project
Chairperson and Executive Panchayat S

assisted by Standing Officer Officer
Committees

Level

®e
° 0..;;:‘,%00:
oo'°... °

MPP elected body
Mandal headed by
Level President and
assisted by
Members

Mandal Divisional
Development Panchayat
Officer Officer

GP elected body
Village headed by Sarpanch Panchayat
Level and assisted by Secretary
Standing

Committees

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 Sarpanchctesihe They convene and

preside over the meetings of standing committees@eneral body. The executive
authorities of ZPP, MPP and GP are Chief Executdfécer, 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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issues of Panchayat Raj Institutio

1.3 Functioning of PRIs

Eleventh Schedule to #3Constitutional Amendment Act, 1992 lists 29 sutgdor
devolution to strengthen the PRIs. During 2007-®@te Government devolved?0
functions to PRIs and, thereafter, no functions evdevolved. Funds relating to
devolved functions are being released to PRIs tirdme departments concerned. As
per the information furnished (October 2016) by @ussioner, Panchayat Raj and
Rural Employment (CPR&RE), only three departmeptsased funds amounting to
¥19.90 crore to PRIs in 8 out of 9 districts dur2@5-16 Appendix-1.].

14 For mation of various committees

As per the provisions of APPR Act, 1994 various nuttees 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 roonihe progress of
implementation of works and schemes related toestbjassigned to them. In every
MPP and GP, there are to be functional committeesafriculture, public health,
water supply, sanitation, family planning, educatend communication to monitor
the progress of implementation of works and schemesing the year 2015-16, in
respect of eight out of 16 test-checked GPs, functional committeese not
constituted.

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

level. DPC is to ensure that each Panchayat irdisteict prepares a development
plan for the financial year which is to be consaletl into the District Development

Plan and is to be submitted to the Governmentrfoorporation into the State plan.
On scrutiny of records of 16 GPs in Adilabad, Karagar, Nizamabad and Ranga
Reddy districts, it was observed that the ActicanBlwere not prepared in>1GPs.

15 Audit arrangement
151 Primary Auditor

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

Department, is the statutory auditor for PRIs undedhra Pradesh State Audit
Act, 1989. As per Section 11(2) of the Act, DSAaguired to prepare a Consolidated
State Audit and Review Report for presentatio$tate 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 (i) Fisheries

(iv) Health and Sanitation (v) Education, includiRgmary, Secondary and Adult Education and
non-formal education (vi) Drinking Water (vii) Pawg Alleviation Programme (viii) Women and
Child Development (ix) Social Welfare, including e 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 developmenif) (Agriculture (iv) Education and Medical
service (v) Women welfare (vi) Social welfare amil) \Works

* Three GPs of Adilabad district, four GPs of Nizéaa district and one GP of Rangareddy district
Four GPs of Adilabad district, five GPs of Kariagar district, five GPs of Nizamabad district and
one GP of Rangareddy district
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Audit Report on ‘Local Bodies’ for the year endédiarch 2016

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 (November 2016)08A, audit of the accounts of
14 MPPs and 4,683 GPs were in arrears. DSA atéabdelay in audit of accounts to
non-production of records by MPPs and GPs. As ofchl&2016, 534 Surcharge
Certificates foR 1.60 crore were issued, out of whi€R1.86 lakh in respect of 43
cases were recovered.

DSA stated (November 2016) that Consolidated Aadd Accounts Report for 2011-

12 was submitted to Finance Department and the i@ment had tabled the Report
on 31 March 2016. Consolidation of Reports for years 2012-13 and 2013-14 are
under progress. Some of the major findings obseimed011-12 report relate to

excess utilisation/non-utilisation/diversion/mighaation of grants, non-collection of

taxes and fee, advances pending adjustment etc.

152 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 ConmnisState Government had
entrusted (August 2004) the responsibility for pdovwy Technical Guidance and
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 PRIs, a consolidated rép@&@6 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 2015-16 was issaddly 2016.

Planning and conduct of audit

The Audit process commences with assessment of oiskdepartment/local
body/scheme/programme etc., based on expenditcweréd, 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 #wercise. Based on this risk
assessment, frequency and extent of audit is dicael an annual audit plan is
formulated to conduct audit. During 2015-16, 23 @I ZPPs, 4 MPPs and 16 GPs),
falling under the department of Panchayat Raj anlRDevelopment, were subjected
to compliance audit.

Report of the Comptroller and Auditor General aditnon Local Bodies for the year
ended March 2015 was tabled in the State Legigainr30 March 2016.

1.6 Response to Audit Observations

After completion of audit, Inspection Reports (IR®)ntaining audit findings are
issued to the head of the unit concerned. Head#fioEs and next higher authorities
are required to respond to observations containd®$ within one month and take
appropriate corrective action. Audit observatiomsnmmunicated in IRs are also
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Chapter | -An Overview of the Functioning, Accountdity Mechanism and Financial Reportin
issues of Panchayat Raj Institutio

discussed in meetings at district level by officefgshe departments with officers of
Principal Accountant General’s office.

As of September 2016, 137 IRs containing 1,049graphs pertaining to the period
up to 2015-16 were pending settlement as givenbeld these, first replies have not
been received in respect of 19 IRs and 220 parhgrap

Table1.2

| Rs/Par agr aphs wher e even fir st
replies have not been received

Number of IRs/Paragraphs

P

S
Up to 2014-15 131 919 13 114

2015-16 6 130 6 106

Total 137 1,049 19 220

Lack of action on IRs is fraught with the risk @ri®us financial irregularities pointed
out in these reports remaining unaddressed.

Accountability M echanism and Financial Reporting I ssues

Accountability M echanism
1.7 Ombudsman

The Thirteenth Finance Commission had recommendst@bleshment of an
independent Local body ombudsman system. CPR&REedst@ctober 2016) that
ombudsman system was not adopted and Lokayukthascbeen amended to take up
complaints against the functionaries and electpdesentatives of PRIs. Though an
independent ombudsman system was not adopted istdtes the State Government
complied with this condition by making amendmenighe existing AP Lokayukta
Act 1983 and, hence, grants were released by Gol.

1.8 Social Audit

Social audit involves verification of implementaticof programme/scheme and
delivery of its envisaged results by the communiity active involvement of primary
stakeholders. Social Audit is widely accepted asngportant mechanism to address
corruption and strengthen accountability in goveentnservice delivery. The State
Government initiated social audits in 2006 throutjie 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
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.
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Audit Report on ‘Local Bodies’ for the year endédiarch 2016

Post bifurcation of the State of Andhra Pradesh irelangana and Andhra Pradesh
with effect from 2 June 2014, the existing Socieas been retained for Telangana
and a new Society was registered under the Regisfr&ocieties Act, 2001 for
Andhra Pradesh.

i. As per Section 3(1) of Scheme Rules, State Govemhrsbould facilitate
conduct of Social Audit of the works taken up untteg Act in every Gram
Panchayat at least once in six montles, twice a year, and the Social Auditors
are required to audit 10Per cent verification of muster rolls and work site.
During the year 2015-16, SSAAT had facilitated @bdudits in respect of
8,771 GPs (out of 8,778 GPs) in the State. Howewely 457 GPs (fiveper
cent) were covered twice a year. SSAAT attributed (Delwer 2016) the
shortfall in coverage of audit to delay in furnistpirecords, postponement of
public hearings, dearth of resource persons etc.

ii.  As per State Social Audit Rules, the District Vagite Cell is responsible to
take follow up action on the social audit obsediimmediately (within three
days) on conclusion of the mandal social audit ipui¢aring. During the year
2015-16, SSAAT found deviations amounting Id43.84 crore, of which
Z117.09 crore were accepted by the Presiding Officagainst this, only
Zthree lakh was recovered as of March 2016.

19 Submission of Utilisation Certificates (UCSs)

Scheme guidelines of Centrally Sponsored Schem&S)Gnd Central Finance
Commissions (CFCs) stipulate that UCs should bainbt by departmental officers
from the grantees and after verification shoulddrevarded to Gol. During 2015-16,
out of total releases &@f695.99 crore, UCs amounting¥I®82.38 crore were yet to be
furnished by PRIs as of March 2016. On scrutinyegbrds of 23PRIs during 2015-
16, it was seen that UCs in respect of Etnance commission and BRGF amounting
to ¥ 155.71crore for the period (2007-08 to 2014-2015) wezety be furnished as of
March 2016.

1.10 Internal Audit and Internal Control System of PRIs

As per the information furnished (October 2016) ®PR&RE no internal audit

system was adopted. As per Section 44(2)(a)(b)RPR Act, 1994 the Government
should appoint District Panchayat Officer, DivissbnPanchayat Officer and
Extension Officers as Inspecting Officers for oeeiag the operations of Gram
Panchayat (GP). On scrutiny of records of 16 GRsmg®2015-16, it was seen that in
respect of 12 GPs, inspections were not conducted (2011-15)ryycd the above

authorities.

® District Programme Officer nominates a senioiceff not less than the rank of the Additional

District Programme Coordinator for presiding oue public hearing

” 16 GPs(Adilabad-4, Karimnagar-5, Medak-1, Nizaathb and Ranga Reddy-1), 4 MPPs
(Nalgonda-1, Nizamabad-1, Ranga Reddy-2), 3 ZPH#aad, Karimnagar, Nizamabad)

8 4 GPs of Adilabad, 5 GPs of Karimnagar, 2 GPNigamabad and 1 GP of Rangareddy district
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Financial Reporting I ssues
1.11 Sour ces of funds

Resource base of PRIs consists of own revenue afedeby collection of taxand
non-tax® revenues, devolution at the instance of State @wihtral Finance
Commissions, Central and State Government grantadmtenance and development
purposes and other receiftsThe authorities responsible for reporting the ose
funds in respect of Zilla Praja Parishads (ZPPs9nd&l Praja Parishads (MPPs) and
Gram Panchayats (GPs) are the Chief Executive &@fff€EQO), Mandal Parishad
Development Officer (MPDO) and Panchayat Secretaspectively.

Summary of receipts of PRIs for the years 2011+&6given below. Receipts for the
period 2011-14 pertain to the composite state vesetbe receipts for the period
2014-16 pertain to the state of Telangana.

Table1.3

(% in crore)

2011-12 2012-13

2013-14 | 2014-15

2015-16

976.50 736.50  16.96* 306.79

Own Revenue 1,009.24
Assigned Revenue®? 344.02 154.36 457.24 10.97* NA#

State Gover nment Grants 1,185.85 343.97 350.59 19.60 56.14

Gol Grants 2,342.19 1,201.03 1,330.86 1,131.28 695.98
Other Receipts 331.68 84.18 NA NA 107.61

5,212.98 2,875.19

1,178.81 | 1,166.52

Source: Commissioner, Panchayat Raj
* data pertainsto only 4 ZPPs and GPs of Adilabad district
# Data not made available to audit

It could be seen from above that there was impr@rerm release of grants by State
Government during 2015-16 compared to 2014-15. Wewehere was reduction by
38 per cent in Gol grants in 2015-16.

1.11.1 Financial assistanceto PRIs

The quantum of financial assistance provided byeS&overnment to PRIs by way of
grants and loans for the years 2011-14 pertaininthé composite state of Andhra
Pradesh and 2014-16 pertaining to state of Telangagiven below:

Property tax, advertisement fee etc.,

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

Donations, interest on deposits etc.,

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

10
11
12
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Table1.4

(Zin crore)

Details 2011-12 2012-13 2013-14 2014-15 2015-16
302.75 329.27 328.89 203.18 819.04 FREecNE]
Actual Release 151.31 158.10 164.57 30.30 752.12 WIS )

Expenditure 96.87 98.20 114.85 30.30 622.29
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:

Fund flow
Mahatma The Mahatma Gandhi National Rural Employment Guaeict (MGNREGA) was
Gandhi enacted (September 2005) and implemented in a ghas@aner. The Act aims at
National enhancement of livelihood security of the househaildrural areas of the country, Iy
Rural providing at least 100 days of guaranteed wage @&mpnt in every financial year o
Employment every rural household whose adult members volurtteelo unskilled manual work.
Guarantee Creation of durable assets is also an importaneative of the Act, with othef
Scheme auxiliary objectives including protection of enuirment, empowering rural womeh,

(Vlel\[z{=els reducing rural urban migration, fostering socialuigg and strengthening rural
governance through decentralisation and processés transparency angl
accountability.

The funds received from Gol and State Governmenipapled in State Employmept
Guarantee Fund (SEGF). The fund flow is monitorédough Central Fundgl
Management System (CFMS). Share of both State antt& are kept with the nodfl
bank at Hyderabad. The respective designated dgaefificers are required to raige
the Fund Transfer Orders (FTOs) directly to theebior, EGS as and whgn
wages/payments are due. During 2015X16084.73 crore was released by Gol @nd
State Government, of whicR2,032.68 crore was incurred as expenditure.|On
scrutiny (July 2015) of records of Commissionery&Development (CRD), it wal
observed that

")

i. As per MGNREGS operational guidelines, a maximunsigfper cent can be
utilised towards administrative expenses over amal/a the wage and materigl
expenses during the financial year. Administraixgenditure during the periad
2011-16 wag 1,079.88 crore. These expenses exceeded the pesbdimit by
% 519.30 crore, as worked out during the years 201@12015-16. CRD state
(January 2016) that Gol was addressed for enhanmderoé limit of
administrative cost frorsix per cent to 10per cent (October 2011); orders wefe
awaited. The State continued to incur administeatixpenses over and abaire
percent without the approval of Gol during the period 2Q1&-

Q.

ii. State Government is liable to pay interest at #ie of 12per cent for delay in
transfer of Gol funds along with J@r cent matching state share to Programme
Fund beyond three days. This was revised to seagn ffom 2015-16. Sta
Government transferred Gol funds along with its ahaitg share amounting
¥ 3,057.01 crore to Programme fund with delays ramdiom 22 days to 35
days during 2014-16. However, State Government hat transferred th
interest portion worked out &s108.43 crore, to Fund account as of March 2Q16.
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—h

CRD replied (January 2016) that proposals wouldstlemitted for release ¢
interest.

MGNREGS Act? stipulated payment of unemployment allowance ® wage
seeker if he/she was not provided employment witifieen days of the receigt
of application. Accordingly State Government iss@iddvember 2012) orders fo
Programme Officers (POs) for ensuring the list otiseholds for payment g¢f
unemployment allowance on the last working dayaxfhemonth and reiteratgqd
the orders in March 2014 for strict compliance twid delay in settling thg
payment. Test-check (July 2015) of the records &DCpertaining to the
payment of unemployment allowance to the wage seekethe State showed
that as of March 20163 106.49 crore (2013-16) towards unemploympnt
allowance pertaining to 2.13 lakh households repthimsettled due to pendifg
decision of POs.

iv. An amount oR 74.63 crore was yet to be released (as of Jan§) by the
State Government towards state liability.

Rajiv Gandhi

The Centrally Sponsored Scheme of Rajiv Gandhi Rayat Sashaktikaran Abhiydn
Panchayat ook J ¥§

: (RGPSA) has been launched by Gol in the 12th Figar¥lan period with a view o
Sashakhkar ail strengthen the Panchayat Raj system across thesStiadl to do away with the factdrs
Abhiyan that constrain the same. The scheme of RGPSA abisiorption of, Rasthriya Gram
(RGPSA) Swaraj Yojana (RGSY), Panchayat Mahila Evam YuvakihAbhiyan (PMEYSA),
Panchayat Empowerment Accountability Incentivisati®cheme (PEAIS), €
Panchayat and Resource Support to States (RSS) twaime implemented in fu
swing with effect from the financial year 2013-14.

The objectives of the scheme are to enhance dmma@nd effectiveness o¢f
Panchayats and the Gram Sabhas, enable democratisioti-making ang
accountability in Panchayats and promote peoplaigipation; strengthen th
institutional structure for knowledge creation azapacity building of Panchayat
promote devolution of powers and responsibilitiesPanchayats according to the
spirit of the Constitution and PESA Act; strength&@mam Sabhas to functid
effectively as the basic forum of people’s parttipn, transparency and
accountability within the Panchayat system; createé strengthen democratic logal
self-government in areas where Panchayats do nast; estrengthen th¢
constitutionally mandated framework on which Payelsare founded.

4%

U)

=i

\14

Funds for the State Plans under RGPSA are trapsfeéor the Consolidated Fund pf
State Governments / body designated for such parpgsthe State Governmeht
through the Central Plan Scheme Monitoring Syst€&@®PSMS). Funds under
RGPSA are provided in two instalments. In thetfinstalment, 5Qer cent of the
funds approved in the annual plan are releasea ré&imaining 5(er cent funds are
provided after a Utilisation Certificate for @@r cent of the first instalment has begn
received. Transfer of funds to implementing agen¢saining institution or
Panchayats) by State Government should take plabaw5 days of receipt of sugh
funds. In case of delays a penal interest atdteequal to the RBI bank rate shall|be
transferred to the training institution/Panchayat.

During 2013-15 (as of October 2018Y5.06 crore was released by Gol of whijch
% 73.90 crore was incurred as expenditure. From e Y015-16 funds from Gal
were directly released to Telangana State InstinftdPanchayat Raj and Rurgl
Development (TSIPARD).

13 gection —I (7&8)
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1.11.3 Application of funds

Summary of expenditure incurred by PRIs for therye2011-14 pertaining to the
composite state of Andhra Pradesh and 2014-16ipiegao the state of Telangana is
given below.

Tablel1.5

(R in crore)

\[o} Type of expenditure 2011-12 2012-13 2013-14 2014-15 2015-16
|- Revenue expenditure  2,968.66 1,405.50 3,562.39 134.15# NA |
|- Capital expenditure 1,464.15 1,033.47 1,756.98 32.22* NA |

Total 4,432.81 2,438.97 5,319.37 166.37

Source: Commissioner, Panchayat Raj
# data pertainsto only 4 ZPPs and GPs of Adilabad district
*  data pertainsto only 3 ZPPs and GPs of Adilabad district
NA-details not made available to audit

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 mandatoryeSgatvernment did not constitute
SFC after Third SFC (2003). As no State Finance @msion was appointed by the
Government in Telangana, the Committee of Ministensl Secretaries felt that
recommendations of Third Finance Commission coel@jplied for the period from
2010 to 2015 also. As per the information furnishgdhe Government (September
2016), SFC was not constituted after the formatibfielangana State. During 2010-
16, State Government releasetl79.26 crore to PRIs of Telangana state, of which
%129.60 crore was spent as of October 2016.

On scrutiny (2015-16) of records of 465Ps pertaining to SFC grants, it was seen
that in respect of Rekurthy GP, Karimnagar distaictamount o% 37,898 lapsed to
Government as funds were not utilised in time.

1.13 Recommendations of Central Finance Commission
1.13.1 Thirteenth Finance Commission

Based on the recommendations of Thirteenth Finabommission, 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 dreallocation and releases for the years
2011-14 pertain to composite state of Andhra Ptadesl information in respect of
the period 2014-16 pertain to state of Telangargi\es below:

1416 GPs (Adilabad-4, Karimnagar-5, Medak-1, Nizhaw5 and Ranga Reddy-1)
15 Schedule areas listed under Schedule-V of Caoitisit
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Table 1.6

( in crore)
13th CFC 2011-12 2012-13 2013-14 2014-15 2015-16

Allocation 834.77 1,179.62  1,357.06 652.89 115.64 4,139.98
Releases 307.65 0 1,585.57 895.16 115.64 2,904.02

Source: Ministry of Rural Development, Gol

Commissioner PR stated (October 2016) ®&f838.55 crore was released during
2010-16 to Telangana districts, of which an amair®1,091.75 crore was incurred
as of October 2016. Out ®fL15.64 crore released during 2015-16, the entireuain
was stated to have been incurred as of March 2Bb&8ever, on scrutiny of the
records of 23 PRIs, it was noticed that an amo@igi8d.71 lakh remained unspent as
of March 2016.

1.13.2 Fourteenth Finance Commission

The Fourteenth Finance Commission (FFC) has recametkassured transfers to the
local bodies for planning and delivering basic smy including water supply,
sanitation including septic management, sewagesahd waste management, storm
water drainage, maintenance of community assets)temance of roads, footpaths,
street lighting, burial and cremation grounds ang ather services smoothly and
effectively within the functions assigned to thender relevant legislation. Grants are
released under two components, Basic grant and Performance grant. The division
of grants between Basic and Performance Grantttseimatio of 90:10.

Commissioner PR stated (October 2016) that GolaseléI 580.34 crore during
2015-16 and475.46 crore incurred as expenditure as of Octdb&6.

1.14 M aintenance of Records

Records such as Cash book, Assets Register, Ad\Register, Stock Registers etc.,
are to be maintained as per the provisions of ARBR 1994 in respect of ZPPs and
MPPs and for GPs as per GP Accounts Manual of RgathRaj and Rural
Development Department. On scrutiny of records ®fPRIs, it was seen that cash
book was not properly maintain€dn four'’ PRIs and in eight PRIs stock registers
were not maintained.

1.14.1 Physical verification of storesand stock

Article 143 of Andhra Pradesh Financial Code staped that all stores and stock
should be verified physically once a year and &faste to this effect be recorded by
the Head of the Office in the Register concerneal.s@utiny of records of 23 PRIs

16 Certificate of the number of pages of cash boals wot recorded in the first page; overwriting
without attestation by competent authority, montblgsing and reconciliation were not done by
Drawing and Disbursing Officer etc.

1 MPDO Ghatkesar, Lingampet, Saroornagar and ZFRati

182 GP of Adilabad , 4 GPs of Nizamabad, MPDOsiofjampet, Saroornagar
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during 2015-16, it was seen that in respect df BRIs, annual physical verification
of stores and stock was not conducted.

1.14.2 Non-reconciliation of departmental figureswith treasury

As per paragraph 19.6 of Andhra Pradesh Budget BlaridDOs are required to
reconcile departmental receipts and expenditurh thibse booked in treasury every
month to avoid any misclassification and fraudulérawals. On scrutiny of records
of 23 PRIs during 2015-16, it was seen that in eespf fouf® PRIs reconciliation
was pending from 2010-11.

1.14.3 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 initiftedecovery. State Government
had ordered (February 2004) the Secretaries dhaltlepartments to review the cases
of misappropriation in their departments on a mgnbasis and the Chief Secretary
to Government to review these cases once in sixtmsowith all the Secretaries
concerned. Misappropriation cases noticed by DreState Audit, which were yet
to be disposed of, as of March 2016 are detailénibe

Tablel1.7

(% in lakh)
2014-15 2015-16

Zilla Praja Parishads 0 0 0 0

Mandal Praja Parishads 2
Gram Panchayats 15

Total 4.61 65 25.82

1.13 4.46
3.48 54 21.36

11

Source: Information furnished by Director, Sate Audit

Urgent action needs to be taken by the Governnnethiis regard.

1.15 M aintenance of Accountsby PRIs

PRIs maintain accounts on cash basis. A Model Aationg System was prescribed
by Gol in consultation with the Comptroller and Ated General of India. State
Government issued orders (September 2010) for amdpiptis format using PRIASoft,

i.e, Panchayat Raj Institutions Accounting Softwareveloped by National

Informatics Centre (NIC).

Government confirmed (September 2014) that onlogo®anting was completed in all
the PRIs. However, test check (2015-16) of accoont®3 PRIs using PRIASoft

19 5 GPs of Karimnagar , 3 GPs of Nizamabad, MPDBfdsngampet, Saroornagar
20 MPDOs of Ghatkesar, Lingampet, Saroornagar, ZBiaBad
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showed that in respect of GP Balakonda of Nizamabsattict, accounts were not
maintained in PRIASoft for the period 2013-15.

1.16 Issuesrelated to AC / DC Bills

As per Government ordéfs an amount drawn on Abstract Contingent (AC) bill
should be adjusted by submitting Detailed Contind®&cC) bill for the expenditure
incurred, to the AG(A&E) with supporting vouchergthvin one month of drawal of
such amount.

As per the information available in the office o€duntant General (Accounts and
Entitlements), an amount &f3.09 crore was drawn on AC bills by PRIs in thet&ta
during 2015-16. DC bills were pending for the enamount as of November 2016.

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

State Government had released (2002-10) Eleventiaelfth Finance Commission
grants amounting t867.37 croré to Commissioner Panchayat Raj of the composite
State of Andhra Pradesh for creation of databasinances of PRIs. Of th’&14.35
crore was allocated to Telangana State and trardféo Commissioner, Panchayat
Raj, Telangana. Details of utilisation of these dsinduring 2015-16 were not
furnished by CPR&RE despite specific request.

1.18 Conclusion

State Government is yet to devise a system forirmhtaa consolidated picture about
the finances of the PRIs. State Government dedaivdy 10 out of 29 subjects listed
in Eleventh Schedule to 73Constitutional Amendment Act, 1992. Of these,din
relating to only four departments (Agriculture, Aral Husbandry, Backward Classes
Welfare and Fisheries) were released to PRIs. Tdetery audit of 14 MPPs and
4,683 GPs to be conducted by DSA were in arreagd@unon-production of records.

Accountability framework and financial reporting IRRIs were inadequate as
evidenced by non-recovery of amounts in respectesfations found in social audit,
non-conducting of inspections of ZPPs and GPs padmental authorities, improper
maintenance of cash books and stock registers, furarshing of utilisation
certificates, poor conducting of physical verifioat of stores and stock, non-
reconciliation of departmental figures with treasuand non-disposal of
misappropriation cases, etc.

#L GO Ms. No0.285 Finance (TFR-Il) Department dat&dQctober 2005, Andhra Pradesh Treasury
Code, Rule 16, sub rule 18 (d) and GO Ms. Nos. 83d 507 of April/May 2002 of Finance
Department

2 including interest
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Chapter -Il Compliance Audit Paragrap

2.1 Information Technology Audit on implementation of
e-Panchayat in Telangana

2.1.1 Introduction

e-Panchayat is one of the Mission Mode Projects ENIMinder National e-

Governance Plan (NeGP), being implemented with sioni to empower and

transform rural India and make Government servamessible to the common man
in his localityi.e., at Panchayat level. The e-Panchayat project sonimansform the

Panchayat Raj Institutions (PRIs) into symbols obdernity, transparency and
efficiency.

2.1.2 Objectives of e-Panchayat

The broad objectives of e-Panchayat project a®seby the Ministry of Panchayat
Raj (MoPR), Government of India, are as follows:

() Automation of internal workflow processes of Panis,;

(i) Improving delivery of services to citizens;

(i) Capacity building of Panchayat Representatives@ifidials;

(iv) Social Audit;

(v) Transparency, Accountability, Efficiency and RThgaliance of Panchayats and
(vi) Improving governance of local self-government.

2.1.3 System Architecture

The e-Panchayat Application, which is used by h# States, is developed by
National Informatics Centre (NIC), New Delhi. Itasbrowser based application with
Oracle-PostgreSQL database, developed for Microdtfitdows Operating System.
The centralized database and backups for disastevery is being maintained by
NIC, New Delhi.

2.1.3.1 Salient features of the system

e-Panchayat is a one of its kind nationwide Infdrama Technology initiative
introduced by MoPR that endeavors to ensure peophaticipation in programme
decision making, implementation and delivery. Thejgct aims to automate
functioning of the Panchayats in the country. Thejget addresses all aspects of
Panchayats' functioning including Planning, Monitgr Programme Implementation,
Budgeting, Accounting, Social Audit and delivery @fizen services like issue of
certificates, licenses etc.

e-Panchayat comprises 11 common core applicatitimshveonstitute th@anchayat
Enterprise Suite(PES). Brief details of the applications are giweAppendix 2.1
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Figure-1
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2.1.4 Audit Approach
2.1.4.1 Audit Objectives
The objectives of carrying out IT audit of e-Pangdtaare to assess whether:

() automation of internal workflow processes of losalf-government institutions
was achieved,;

(i) capacity building was adequate to ensure effeanaek efficient implementation
of the system; delivery of services to citizens goernance of local self-
government institutions were improved; and

(i) general and application controls, disaster recoaean/ business continuity plans
were in place and functioning effectively.

2.1.4.2 Scope and Methodology of Audit

Audit scope involved examination of the processaated to implementation of
e-Panchayat project and its operationalization etafigana after its formation from
composite Andhra Pradesh with effect from 2 Jun&42QAudit scope included
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evaluation of general controls of the system atpdachGram Panchayat clusters
Application controls were evaluated through analysi transaction data using
Computer Assisted Audit Techniques (CAATs). Entrpnference with the
department was conducted on 28 April 2016.

2.1.4.3 Sample size

The records at the Office of the Commissioner, Rapat Raj and Rural

Employment, Government of Telangana were examimetidata was collected for

audit. Further, the extent of implementation dPachayat was verified through a
review of the functioning of the system in threstdéts in the state of Telangana.
Two districts with the highest number of clustersl @ne district with the lowest

number of clusters were selected. A total of Iisters (five clusters per district)
were selected as audit sample to represent 5,23ct (8,695 GPs) in the State.

2.1.4.4  Audit Criteria
Audit findings were benchmarked against the follagvsources of criteria:

i)  Government orders (both Union and State) relatgoragect conceptualization,
implementation and operationalization.

i) Functional requirements and technical specificatiohthe system as detailed in
detailed project report.

i)  Files/records maintained by the State Governmentnfiplementation of the
project.

iv) Constitution of different committees and their nexoendations for
implementation / monitoring of various applicatiafghe system.

v)  Principles of Model Accounting System for Panchayat

vi)  Guidelines of Rajiv Gandhi Panchayat Sashaktikadamyan (RGPSA).
2.1.5 Audit findings

2.1.5.1 Slow implementation and insufficient monitoring dhe project

Government of India (Gol), Ministry of PanchayatjRfor effective and timely
rollout of e-Panchayat project, had sanctioned $ufidarch 2012) for setting up
Programme Management Unit (PMU) at the State aredritt levels. APTS had
recommended a L1 firfrfor supply of manpower for PMU and it was consétliat
state level during September 2012. Manpower folJBMt district level was selected
by a committee headed by District Collectors whigre constituted during August
2012. Gol had launched six new applications onoitiasion of National Panchayat

two or more GPs are grouped into clusters f@iémentation of e-Panchayat where data entry/
updating relating to the GPs are being made

Mahabubnagar, Nizamabad and Warangal

% 1.72 crores for combined State of AP

M/s. Object Technology Solutions India Pvt. Ltd.,
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Day during April 2012 and instructed to facilitabee adoption of PES applications so
as to help transform PRIs into symbols of modernignsparency and efficiency.

The department initiated the process of procuriagdWware infrastructure during
July 2013 and an agreement was entered into wiittmaduring January 2014. The
hardware was supplied and installed during May 2édd the project was declared
go-live with effect from 01 January 2015.

* Even though the project monitoring units at State ®istrict level were
constituted during 2012, there was delay in praver of hardware and
launching the project by more than two years.

* Trained manpower was deployed in the identifiedstelu GPs for over one
year. However, the progress in use of PES appmst(launched during
April 2012 in composite Andhra Pradesh) was stol significant which was
elaborated in the succeeding paragraphs.

* It was seen that one Panchayat Secretary was bwadg in-charge for more
than two cluster GPs due to cadre vacancy (tot&l8(% vacant: 1,350),
resulting in inadequate monitoring of the projesplementation.

« The PES comprises about 11 applications dealing wditferent functions
related to computerization of PRIs. It was seea #ach application had to be
logged in with separate credentials for updatinggasing the
data/information. A common interface with a singign-on facility is more
helpful for the PRIs to update data and for managgnto monitor all the
activities being performed at ground level.

2.1.5.2  Applications not implemented

e-Panchayat comprises 11 common core applicatidmshwconstitute Panchayat
Enterprise Suite (PES) as mentioned earli@eiction 2.1.3.1

During the scrutiny of records, it was seen thaly ogight out of eleven core
applications were implemented. Geographical InfaiomaSystem (GIS) application
was under development, while the remaining apptioat such as Social Audit &
Meeting Management (SAMM) and Training Managemehad not been
implemented on the grounds mentioned below.

I. Social Audit & Meeting Management (SAMM)State Government informed
that social audit was not yet implemented manuallysram Panchayats, hence
the application was not being put to use. Duedio-undertaking of social audits
on the works undertaken by the GPs, the informatmurid not be updated on the
portal and hence a fair assessment about the perfme by the Central/State
Government/line departments could not be obtained.

ii. Training Management Portal:lt was informed that this application was not
being implemented as trainings were being handjeixtension Training Centres
(ETCs). Due to non-implementation of the applmatat the state level, there was
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no platform for Government officials / elected reggntatives / citizens to project
their needs of training in different panchayat\ats.

2.1.5.3 Applications partially implemented

It was observed that four applications were nongaitilized/updated periodically
and therefore, a broad overview of the activitieshe GP could not be obtained as
discussed below.

i. Area Profiler: It was seen that complete information of the fanmégister,
Government employees, committee members, local rgovent elections, local
government profile was not entered by the GPs awslioelow, thereby defeating
the intended purpose of the application.

Table 2.1

(all figures in number of GPs)

Famil Details of Local Details of Local Local
. y Government Committee | Government | Government
register . .
employees members elections profile
2014-15 8,695 128 1,431 02 2,050 5,480
(1.47 per cent) (16.46 per cent) (0.02 per cent) (23.58 per cent) (63.02 per cent)
265 656 42 1,858 1,769

2015-16 8,695
(3.05 per cent) (7.54 per cent) (0.48 per cent)  (21.37 per cent) (20.34 per cent)

Source: Data analysis

It could be seen from the above table that moshefGPs had not updated the
tables on family register, details of local goveamn employees, committee
member and local government elections and loca¢gouent profile.

ii. Plan Plus: It was seen that the department was not utilizivey dpplication to
generate the perspective / annual draft plans eyeay. No GP plans were
available for the year 2014-15 and 2015-16. Howedwering the year 2016-17,
though plans pertaining to 6,748 GPs were madeladl@iin state specific
application, Plan Plus application was not updatiedeating the very purpose of
monitoring every GP plan at the central level.

iii. Action Soft: This application was also not being put to use leefuas it was
linked to Plan Plus application. Data pertainiaghe years 2014-15 and 2015-
16 were not updated in the portal, resulting in -n@nitoring of the works
(physical and financial) undertaken at the GP level

iv. National Asset Directory (NAD)Data pertaining to only 1,026 GPs in 2014-15
(12 per cent and 1761 GPs in 2015-16 (p@r cen} were captured / updated
through this application, defeating the purposenadnitoring all the assets
available in the GPs by the department. It wa® a@gen that in 607 GPs
(2014-15) and 1,258 GPs (2015-16), only the defalidaining to less than 10
assets were recorded, which showed that the dataetebeing updated regularly
in this application.
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2.1.5.4  Citizen services at GP level in non-computerizedtio

Service Plus provides a single, unified, metadated portal to the citizen and
Government alike where any service can be defireatiessed, delivered and
monitored. Services like issue of birth / deathtiieate, trade license, permit for
construction of building etc., can be provided tigio this application. However,
these services were not being provided through #pgplication by the State
Government.

Government of India, Ministry of Panchayat Rajhad instructed the State
Governments to make use of the 11 core common PR& ations and discouraged
the development of new applications to avoid dapicn, costs and incompatibility.
However, State Government was providing citizervises through ‘Palle Samagra
Seva Kendrams (PSSK - a state’s initiative) instatirough Service Plus.

During physical verification of centres, it was sdbat birth / death certificates were
being issued in manual form and the required ¢eatdés were not being issued
electronically. Thus, the aim of the Governmentegister every birth / death online
was defeated as the service was not been provigedigh the system and the
information pertaining to the citizen services pdad by Government was also not
available in the panchayat portal.

2.1.5.5 Delay in closing of accounts through PRIASoft appétion

Panchayat Raj Institutions Accounting Software @E®Rift) is a centralized

accounting software intended for maintenance obaats by all the three levels of
Panchayatwiz., District, Block and Village Panchayat on doubldry system on

cash-basis system of accounting.

The status of use of the application and closungeaf books were as follows:

Table 2.2
|Accounting|Enfity Total nu.r.nber Number of entities where Pergentage of
of entities Year Book was closed achievement
District Panchayat 9 6 67
2014-15 Block Panchayat 438 364 83
Village Panchayat 8,705 8,386 96
District Panchayat 9 2 22
2015-16 Block Panchayat 438 194 44
Village Panchayat 8,701 5,318 61

Source: PRIASoft reports

As seen from above, the annual book closure foyéae 2014-15 (67 to 9fer cen}

was not completed in many accounting units (PRisthe State, resulting in non-
generation of annual accounts for the year 2014E1&ing the year 2015-16 also, the
percentage of closure of accounts ranged betweean@21. As large transactions

5 Letter dated 06-06-2012.
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(receipt and expenditure) were involved, non-capturall the details in the
computerized accounting system on time, and ndirmgpof all PRIs accounts for
over two financial years indicated lack of sericess of the Government in this
regard.

Further, the main aim of computerizing the accowntapplication to improve
transparency and accountability of the PRIs in rgartplarge volume of funds was
defeated due to non-capturing of the transactia@amedn all the PRIs and as a result
the flow and usage of funds for better planningld@¢aot be monitored by the higher
authorities at State/ Central Government level.

2.1.5.6 Procurement of Desktop, Printer & UPS and DEO seaes at higher
cost

An Agreemerft was entered into for supply and installation afhe¢iLaptops, 7,631
Desktops, 6,336 UPS (0.6 KV), 1,295 UPS (1 KV)A7,Printers and 115 Scanners
in 6,336 clusters and district offices in the comsif® State of Andhra Pradesh.
Manpower supply of 3,439 Data Entry Operators (DE@as also agreed upon in the
agreement. The details are as below:

Table 2.3
(88 Laptops 69,615.00 08 5,56,920
2 Desktops 47,402.25 7,631 36,17,26,57C
K] UPS - 1 KVA 46,675.65 1,295 6,04,44,967
UPS - 600 VA 8,366.40 6,336 5,30,09,510
5 Inkjet Printer 11,445.00 7,547 8,63,75,415
G Scanner 46,669.35 115 53,66,975
DEOs 11,869.71 3,439
7 48,98,39,192
Salary for 12 months 12 x 3,439 X 11,869.71

Source: Agreement dated 10 January 2014.

The period of contract was for five years and tiygpdier was to be paid 6fer cent

of the hardware items cost after supply of hardveer@ acceptance by the APTS and
the remaining amount of 4fer centhas to be paid in 20 equal quarterly instalments
from the date of Go-live (1 January 2015 for Telamg).

®  between Andhra Pradesh Technology Services &diAPTS) on behalf of the department and

M/s.Karvy Data Management Services Limited (KDM®8)1® January 2014
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It was observed that:

Though the hardware was supplied by the firm duhtay 2014, the department
declared the go-live as 1 January 2015 with a defeseven months resulting in
the systems remaining idle for that period.

. As per Rajiv Gandhi Panchayat Sashaktikaran Abh{YBPSA) guidelines, the

cost of desktop, printer & UPS was fixed 240,000 per unit. However, the
agreement was finalized a#7,402 for desktof® 8,366 for UPS and 11,445 for
printer (total cosg€ 67,213 per unit), thereby incurring an additiongbenditure
of 6,63,99,72(R 27,213 per unit x 2,440 units), and exceeding tbems of
RGPSA.

The department entered into agreement with thelugdpr supply of DEO at a
cost ofR 11,869 per month for 12 months which was later redee to three more
months. The rate agreed upon was more than the din¥ 8,000 fixed under
RGPSA qguidelines by 3,869 per DEO per month for 15 months, thereby
resulting in excess expenditure from the fund.

2.1.5.7 Printers and internet facility was not provided irtomputerized

clusters

After formation of Telangana, for e-enablement lié temaining 2,792GPs under
RGPSA scheme, the department had requested the ARO® TSTS) for
procurement of 2,792 desktop computers, printedsldé?Ss and an open competitive
bid (September 2014) was issued by the APTS. [Quthee Techno-Financial
committee meeting (February 2015), it was decideddéfer the procurement of
printers and based on financial bids, L1 bifdems awarded the contract. An
agreement (23 April 2015) was entered with the flosn APTS (on behalf of the
department) for supply, installation and commissigrof 2,792 desktop computers
and UPS as detailed below:

APTS service charges 56,66,783

Source: Agreement dated 23 April 2015

Table 2.4
Unit cost Total cost
. Particulars uantit
_ ®)
Desktop computer 2,792 35,036 9,78,20,512
UPS 600 VA 2,792 5,557 1,55,15,144

11,33,35,65€

Sub-Total

Service tax 7,00,414

Grand Total

11,97,02,853

8

Phase-I: 2440
M/s. Parity Systems Private Limited
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It was noticed that:

i. As per Rajiv Gandhi Panchayat Sashaktikaran Abh{JRPSA) guidelines, the
cost of desktop, printer & UPS was fixed 340,000 per unit. However, the
agreement was finalized fé¥40,593 for desktop and UPS only and printer
procurement was deferred.

il. An additional amount ot 593 per unit (desktop and UPS) was incurred without
inclusion of the cost of printer which is agairtst horms of RGPSA.

iii. Provision for internet connection was not made &tsupplying the systems
thereby the data on PES applications could notdoated and citizens were also
deprived of the e-Panchayat services at the GR. leve

iv. As data entry work could not be done in the abs&ifidaternet connection and
due to absence of regular data entry operatorsysems supplied had remained
idle.

2.1.5.8 Poor updating of database due to discontinuancesefvices of data
entry operator

The work of DEO involves entering/updating dataRIES applications and train the
available staff to operate computers, operatingouare-Panchayat applications and
other services online. The department enteredantagreement (January 2014) with
a firm for deployment of computer systems and mamgro(1,333 DEOS) in 2,440
selected cluster GPs for implementation of e-Payath@aroject in Telangana region of
composite AP. As part of the agreement, the fiad to deploy the manpower for a
period of one year after the go-live date. Extems$iaining to 200 DEOs selected by
the firm was given during March 2014. The remanDEOs were trained by the
firm with the help of already trained 200 DEOs (ieagrainers). The DEOs were
deployed from 01 January 2015 (Go-live date) aitgap of nearly nine months after
their training. The department noticed that tragniwas not sufficient and they
needed refreshment training. Accordingly, refreshintraining was conducted
during January 2015. Further, the period of depleyt was extended for three more
monthsi.e., up to 31 March 2016.

During scrutiny of records, it was observed that tiepartment did not extend the
services of DEOs after March 2016 and instructeddistrict offices to avail of the

services of DEOs by local appointment / paymennftocal funds, thereby resulting
in appointment of new DEOs with no working expecenn PES applications and
discontinuance of DEOs in some of the GPs. Furtheras seen that only 845 DEOs
were deployed in 5,232 clusters.

It was seen during test-check of districts that BE@eployment was reducedfter
instructions from the department to make paymerdatdries from GP funds. This
has hampered the work of entering/ updating daiahwmiias now being carried out in
Mandal office by availing the services of existstgff of Mandal office.

® Mahabubnagar: 171 to 78, Nizamabad:150 to 100aw¢ml:117 to 106.
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Thus, absence of regular DEOs at the cluster GBulted in poor updating of
database and non-provision of citizen servicekaaP level.

2.1.5.9 Sufficient Broadband connections were not providieg BSNL

Department had identified 7,548 locations (in tbeposite State of Andhra Pradesh)
to provide broadband connection through BSNL a$ @acomputerization of PRIs.
BSNL had agreed to provide the connections asheetist given by the department
with a condition that modems had to be providedhgydepartment as the stock was
not available with BSNL. Out of these 2,930 cornioes were to be provided in the
State of Telangana and the rest in the State of ARe department (composite AP)
agreed to the plans given by BSNL and an advangeaf5 crore was paid to BSNL
towards annual charges.

APTS had invited short tender notices (three nejicuring May/ June 2014 for
purchase of 7,548 ADSL2 type modems. However,tduack of response to tender
notices, department decided to cancel the propmsapurchase of modems and
instructed all the district offices to purchase mwd locally from the panchayat /
Mandal / Zilla Parishad funds.

It was seen that out of the committed 2,930 broadbzonnections, BSNL could
provide connections only in 1,323 (December 20béations, leaving a balance of
1,607 locations unconnected citing technical pnaisle It was seen during test-check
of centers that data was being updated at the Maenxtzl instead of at cluster level
due to non-availability of internet facility at cliers. The DEO traveled 5-10 km to
reach Mandal headquarters for updating data.

Thus, failure to provide broadband connection at idtentified PRIs defeated the
purpose of computerization.

2.1.5.10 Excess broadband bill - Abnormal data consumption

BSNL had provided 1,323 connections at identifietsters GPs / Mandals as part of
computerization of PRIs for implementation of e-€tzyat project in the state of
Telangana. An amount &f3.45 crore (Telangana portichl1.35 crore) was paid to

BSNL as advance towards annual charges. Inititiiydepartment had opted for two
plans, BBG Rural Combo-250 for rural areas (94%eations) and BBG Rural Plan-

999 for district offices (374 connections). Theymp&nt for the bills of broadband

usage was centralized at the Commissionerate office

BSNL raised a bill oR 42.41 lakh during April 2015 (which included Mar2B15
bill of ¥6.32 lakh) along with arrears, and, to avoid hugking, suggested
conversion of the plans to unlimited plans as tlesgnt plans was of limited usage in
nature. The department gave consent to changalaherom BBG rural combo-250
to BB home rural combo UL-650 (unlimited) and BB@al plan-999 to BB home
combo ULD-999 (unlimited). Further, the departmessued instructions to all GPs
to pay the BSNL bills from April 2016 onwards at @&vel. Thus,
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i. Due to improper assessment of bandwidth requireimenthly plans and lack of
periodical monitoring of data usage, the departnvesis compelled to pay the
excess amount of bills and;

ii. The department had to pay the amount of the morglays for the connections
provided by the BSNL before the go-live date als@en when the project was not
implemented.

2.1.5.11 Subsidy component of USOF not availed

Universal Service Obligation Fund (USOF) aims toviule widespread access to
quality Information & Communications Technology TIC services at affordable
prices to all people in rural and remote areagrdvides subsidy support to telecom
service providers to increase the reach and dgliedr Government and social
services.

As per the agreement with the fiffrfor supply of and installation of hardware, a
specific clause (5.7.15) was included to avail @mbal Service Obligation Fund
(USOF) subsidy asThe supplier should necessarily avail this subsadg should
pass on the benefit to the departniehe USOF was providing a subsidyo4,500
for computer and broadband connections in rurasatbrough BSNL. The firm was
to make arrangements for availing the USOF subsidyediately after signing the
contract and was to pass the benefit to Government.

The firm supplied computers and broadband connestweere provided by BSNL in
949 (out of 2930) locations. However, the subsidymponent for an amount of
42.70 lakh ¥ 4,500 x 949 connections) was not passed on todpartinent due to
failure of the firm to adhere to the mandatory skof availing USOF subsidy.

The department (composite AP) withheld an amoun¥ 285 croré' (Telangana
share withhelc® 1.10 crore) which was due towards the subsidy comapbwhile
making initial payment to the firm. The firm appahed the USOF administrator for
availing of the subsidy and USOF stated that time fvas not eligible for subsidy as it
was not in the qualified service providers listuOF. The firm communicated the
same to the department and requested to releasdttiteeld amount; the decision of
the department was awaited.

2.1.5.12 Inconsistencies in database
An analysis of database showed the following:
I. Incorrect categorization of assets under Nationasget Directory

It was seen during analysis of the database tlzairiect categorization of assets is
being made by the PRIs during data entry:

10 M/s. KDMS Limited
11 74,500 x 6336 GP connectiong2,85,12,000.
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» 73 assets such as wells, pumps, borewell, wat&s tait., pertaining to Asset
category-10 -Water sources and structures werergaity categorized under
04-Irrigation sources and 06-Pond and reservoir.

* 66 assets such as computers, CPU, keyboards,ligints, etc., pertaining to
Asset Category-48 - computers and peripherals uAgeet type-1 - Movable
and asset category -60-Electrification were inattyecategorized under Asset
Type-2 - Immovable and asset category -0- Others.

* 165 assets such as chairs pertaining to Assetagt&§1 - Furniture, fixtures
and fittings were incorrectly categorized underedssategory-41 - Office
equipment, 301- Electrical installation and equipmand 409 - Computer
software.

Due to incorrect categorization of the assets etkainder various schemes in the
PRIs the actual creation and exact number of assetded under a particular asset
category could not be ascertained at the distristate and central level by the
administrator.

il.  Misclassification, data integrity issues and poopdating of PRIASoft

e In 503 PRIs during 2014-15 and 6,155 PRIs durind5206, no data was
captured into PRIASoft application which showedt ttree accounting package
was not being implemented in most of the PRIs, atefg the purpose of
improving transparency and accountability of thdsP?R

» There was difference between the closing balan& ¢Cthe previous year with
that of opening balance (OB) of current year, dfifgcintegrity of the data.

= CB of 2014-15 was not carried over as OB of 201%1%1 cases.
= CB of 2015-16 was not carried over as OB of 2016rlt¥vo cases.

« Analysis of receipt and payment vouchers showetiwbachers were not being
classified under the relevant heads as per acemuhgads approved for PRIs as
detailed inAppendix 2.2

e A voucher was generated for each transactioniffeaad payment) occurring in
the PRI. Thereafter, the same was to be updatdtkiPRIASOft application on
the same or at a later date. However, in 15 anda2gs of payment vouchers
respectively in 2014-15 and 2015-16, it was seerat tldate in
DATE_OF_ENTRY_DATE column was recorded as prior ttee voucher
generation date in VOUCHERDATE_DATE column.

» Data entry of payment vouchers were not being watat periodical intervals.
Out of 2,71,641 payment vouchers (2014-15), it s&en that 1,93,240 vouchers
were updated after a lapse of more than six mdintims the date of occurrence
of the event. Similarly out of 64,868 payment vioers (2015-16), it was noticed
that 32,596 vouchers were updated after a laps®oéd than six months from the
date of occurrence of the event.
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» Data entry of receipt vouchers were not being ugatiat periodical intervals.
Out of 3,30,115 receipt vouchers (2014-15), it wasn that 2,13,382 vouchers
were updated after a lapse of more than six mdntims the date of occurrence
of the event. Similarly, out of 81,215 receipt gbars (2015-16), it was seen
that 33,034 vouchers were updated after a lapseod than six months from the
date of occurrence of the event.

Thus, the insufficient training to the DEOs anddequate monitoring by higher
officials resulted in errors in classification. ®to integrity issues in the database, the
reports generated may not reflect a true and fatuge of the funds of GP, Mandal,
District and State, affecting reliability of PRIAB@ystem in promoting transparency,
implementation and decision making.

2.1.6 Conclusion

As brought out in the foregoing paragraphs, thennosjective of e-Panchayat project
to automate the internal workflow processes of pagats could not be achieved even
after three years of implementation of the proje@ue to non-implementation of
Service Plus application, delivery of serviceshe titizens could not be provided at
the GPs. The aim of improving the governance oéllgelf-government institutions
could not be achieved due to non-closure of anagebunts and non-updating the
activities at the PRIs. Non-provision of systemthvnternet facilities at many PRIs
resulted in poor implementation of the project. f@lle the objective of promoting
transparency and peoples’ participation in plannimgplementation and decision
making could not be achieved.

2.1.7 Recommendations

> Internet connectivity needs to be ensured in all SPr timely updating of
data and for providing citizen services at Gram Rduayat level.

» Sufficient training needs to be provided to the 8tfBata Entry Operators for
maintenance of accounts in computerized environment

> Periodical monitoring is needed to ensure for timalpdating and verification
of records.

> Proper application controls are to be built-in toneure data integrity.

The matter was reported to Government in Novemi8&62 reply has not been
received (December 2016).
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2.2 Follow up on Performance Audit of Implementation of
Rural Water Supply Schemes

2.2.1 Introduction

The objective of this audit was to determine whetiecessary corrective action has
been taken to address the audit findings and imghétie recommendations made in
the Performance Audit of ‘Implementation of Ruraadiét Supply Schemes’ featured
in the Report (Chapter-5 of Report No.4 of 2013)tleg Comptroller and Auditor
General (CAG) of India pertaining to the GovernmehAndhra Pradesh (composite
state) for the year ended March 2012.

The earlier audit was undertaken to assess theiegfy of Government /

implementing agencies in planning the rural wateppsy schemes, utilisation of
funds, execution of water supply schemes, coveodd®bitations with sustainable
water sources, monitoring and evaluation of scherh® recommendations were
made to the Government by the CAG to ensure tleatiéficiencies and irregularities
flagged in the Report were addressed. Governmeshtalsaured (January 2013) of
corrective action on all the five recommendations.

2.2.2 Objective, Scope and Methodology of Audit

The follow up audit of the implementation of Ru¥dkter Supply schemes covering
the period 2012-13 to 2015-16 was conducted betwabnand August 2016 to see
whether the Government had addressed the acceqme@chmendations.

Audit methodology involved issue of a specific sttwed questionnaire to the
department concerned at Secretariat level and eoffaf Engineer-in-Chief
(ENC)/Rural Water Supply for eliciting responseshanegard to the action taken by
the Government to implement the recommendationewed by scrutiny of records
at the Secretariat Department, ENC, Rural Watemp&§uengineering divisions and
Zilla Praja Parishads in tWoselected districts, twd Mandal Parishad Development
Offices (MPDOs) and fodf Gram Panchayats (GPs) in each selected district.

Audit findings

The status of implementation of five audit recomdsions accepted by the
Government has been arranged in three categorassasi (i) Not implemented, (ii)
Partially implemented and (iii) Fully implementedhe action taken by the
Government on the recommendations made in the ttefusther response of the
Government and Audit comments are as under:

12
13

Karimnagar and Nizamabad

Karimanagar and Sircilla in Karimnagar distrisctdaBanswada and Nizamabad in Nizamabad
district

Durshed, Mustipaly, Nagunwor and Tangellapallikiarimnagar district and Borgaon, Desaipet,
Mubarak nagar and Someswar in Nizamabad district

14
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Chapter -1l Compliance Audit Paragrap

2.2.6 Other significant observations
2.2.6.1 Non-Utilisation of Natural Calamity Fund

Audit Report for 2011-12 (Para 5.6.4) pointed oah-utilisation of% 58.20 crore
releaseff towards restoration of rural drinking water suppthemes damaged during
the floods in 2009 but remained unutilised as ofeJ2012. Of this unutilized amount,
¥ 34.16 crore pertained to the three wéflsanctioned in Mahabubnagar district of
Telangana. Government had replied (October 20&a) &ll the works were in
progress and were to be completed by 2013.

It was, however, observed in follow up audit that of the three works, only offe
work was completed and commissioned. Of the remgitwo works, one wofk was
under trial run and the other wifkwas yet to be completed. Even after six years of
release of funds, there was still unutilised bataot? 12.70 crore as of September
2016 and two works were yet to be commissioned.

2.2.6.2 Non-recovery of cost of burnt pipes from contractor

In Audit Report for 2011-12 (Para 5.7.2) it wasmied out that GRP pipes worth
%19.85 lakh, procured for the CPWS scheme NyalkdNimamabad district, were
burnt in fire accident. Government had assured st 2012) that the cost of the
burnt pipes would be recovered from the contrackbowever, during follow-up audit
it was observed that the loss was not recovered Asly 2016.

2.2.7 Conclusion

While some relevant aspects of the recommendatwwese seen to have been
addressed, there were areas of shortfalls in aoog the recommendations made in
audit. Adequate emphasis was not placed towardaisability component resulting
in slipped back habitations. Monitoring was noteefive in implementation of
schemes as the incomplete schemes commented ier eaport were yet to be
commissioned. Participation of PRIs was not ensirgaeparation of Annual Action
Plans. Gap in State matching share was not addyg@aldressed. Testing of samples
did not cover all the water sources.

The matter was reported to Government in Septer2ba6; reply has not been
received (December 2016).

% Qut 0fZ 69.77 crore released (November 2009 and Februat§)2fy Gol under Natural Calamity
Component

Integration of water supply and sanitation projectflood affected temple village of Alampur
(Estimated cos® 10 crore and Expenditure Nil); Providing restorativorks of damaged
infrastructure due to floods in 2009 to habitati¢lstimated cos€18 crore and Expenditufe2.61
crore); Providing restoration works of damage istiracture due to floods in 2009 to 19 habitations
of Pebbair Mandal (Estimated c@%.77 crore and Expenditure Nil)

Providing restoration works of damage infrastruetdue to floods in 2009 to 19 habitations of
Pebbair Mandal (expenditu¥es.66 crore)

Providing restoration works of damaged infrastutetdue to floods in 2009 to habitations — on trial
run (expenditur& 12.16 crore)

Integration of water supply and sanitation projectlood affected temple village of Alampur— in
progress (expenditufe5.25 crore)

Glass Reinforced Plastic

27

28

29

30

31

Page 37



Audit Report on ‘Local Bodies’ for the year ended March 2016

2.3 Idle equipment

Equipment costingX 1.11 crore procured by Swamy Ramananda Thirtha Rural
Institute to establish bio-technology and soil testing laboratory had remaineg
idle. Expenditure of ¥22.03 lakh on laboratory maintenance and consumablgs
was also unfruitful

Swamy Ramananda Thirtha Rural Institute was established by the State Government
under Panchayat Raj and Rural Development Department with the objective of
playing a pro-active role in rural development and for rural transformation through
training, extension, consultancy, research and development.

Scrutiny (April 2015) of the records of Institute showed that during 2004-07 the
Institute had procured equipm@&ntcosting? 1.11 croré® from regular grants to
establish a bio-technology and soil testing laboratory with DNA finger printing
technology, besides another conventional seed testing laboratory. Before
procurement, feasibility study and demand survey were not conducted for possible
utilisation of the machinery in imparting training in specific trades or activities. No
detailed project report was prepared. Further, sanction of the Governing Body was not
obtained. Ever since the procurement, no trial run was conducted and the equipment
remained idle as of May 2016. The Institute also incu®r2d.03 lakh on laboratory
maintenance and consumables during 2005-08.

On this being pointed by audit, the Institute replied (July 2015 / May 2016) that the
equipment ‘could not be put into use due to misconception and inefficient promotion
and the bio-technology project was terminated’. It further stated that there was a
proposal to hand over the machinery to Acharya N.G. Ranga Agricultural University
(ANGRAU), Hyderabad. No further development had been intimated to audit.

Thus, the procurement of equipment cosg@irigll crore and without feasibility study

and assessment of requirement, resulted in machinery remaining idle for more than
nine years, besides rendering the expenditureX @82.03 lakh on laboratory
maintenance and consumables unfruitful.

The matter was reported to Government in September 2016; reply has not been
received (December 2016).

2.4 Irregular payment towards hiring of vehicles

Failure to comply with codal provisions and Government directions in ensuring
the correctness of bills led to possible misappropriation ot 86.80 lakh claimed
for election purposes

Temporary advances are sanctioned to meet contingent expenditure of a specified
kind or for specific occasion through Abstract Contingent (AC) bills. Provisions of

32 sSeed precision divider, seed blower, seed counter, seed handset sieves, digital moisture meter, water

batch shaking incubator, homogenizer, rotary shaker, seed germination cabinet, accelerated ageing
chamber including physical facilities such as cold room facility, seed bank, audio visual aids, power
generator etc., from various agencies

% 2004-0% 53.81 lakh, 2005-0853.77 lakh and 2006-&73.27 lakh
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Financial Code and Government ord@stipulate that the advances drawn should be
adjusted by submitting Detailed Contingent (DC) bills for the expenditure incurred
along with supporting vouchers within one month of drawal of such amounts. Every
Government servant, who draws bills for contingent expenditure is primarily
responsible for ensuring the correctness of the amount for which each bill is drawn.

State Government permitted (April 2014) the Drawing and Disbursing Officers
(DDOs) to draw funds through AC bills for incurring expenditure during the fourth
ordinary elections to Mandal Parishad Territory Constituencies (MPTC) / Zilla
Parishad Territory Constituencies (ZPTC), 2014. Test check of vouchers enclosed to
DC bills submitted by Mandal Parishad Development Officers (MPDOSs) for the
expenditure incurred on hire / P&lcharges in eigfit districts showed the following:

i. In respect of 79 vouchers relating to hire/POL chargeg .60 lakh, the
vehicle numbers were recorded; however, it was observed from a cross-check
with the records of Road Transport Authority (RTA) that these vehicles were
registered as two wheelers. As per Government Order (December 2007), only
private vehicles which were registered as taxis were to be hired for
Government duty.

ii. As regards 215 vouchers amountintb6.97 lakh pertaining to hire charges
paid for the vehicles hired, it was observed that the vehicle numbers recorded
in the vouchers did not feature in the data base of the vehicles maintained by
the RTA.

iii. In 405 vouchers amounting ¥69.23 lakh of hire/POL charges scrutinised, it
was observed that none of the vouchers had the registration number of
vehicles. Hence, correctness of the payments could not be vouchsafed in audit.

Thus, failure to comply with codal provisions and Government orders while passing the
bills resulted in possible misappropriation ®B6.80 lakR’ claimed for election
purposes.

The matter was reported to Government in August 2016; reply has not been received
(December 2016).

2.5 Fraudulent payments towards contingent expenditure

Failure to comply with codal provisions and weak internal controls resulted ir]
fraudulent payments of% 0.67 lakh and possible fraudulent claims ot 8.44 lakh
towards contingent expenditure in Mandal Praja Parishad, Saroornagar of
Rangareddy district

As per the provisions of Financial Code, every Government servant who draws bills
for contingent expenditure is primarily responsible for the correctness of the amount
for each bill drawn. Accounts shall be checked as frequently as possible in order to

3 G.0. Ms. No. 507 dated 10 April 2002 of Finance Department

Petrol, Oil and Lubricant

% Adilabad, Khammam, Karimnagar, Mahabubnagar, Medak, Nalgonda, Nizamabad and Rangareddy
%" 210.60 lakhg 16.97 lakh and 59.23 lakh
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see that the subordinates do not commit fraud, ppisgriation or any other
irregularity. In respect of non-countersigned cogéincie®®, no detailed bills are sent
to controlling authority and each contingent bikkgented for payment at the treasury
should contain full details of the expenditure. Swvlicher should be enclosed to the
bills for any individual payment exceedifd.,000.

Test-check (January 2016) of contingent bills drawg Mandal Parishad
Development Officer (MPDQO) Saroornagar, Rangaredidirict during April 2012 —
December 2015 showed following:

1. Fraudulent claims

Z0.67 lakh was fraudulently claimed on 19 voucherslering® the amounts on
sub-vouchers, making double payments, etc.

2. Possible instances of fraudulent claims

i. Bills drawn on 38 vouchers fo¥4.25 lakh were not supported by any
sub-vouchers despite individual payments exceeding00.

ii. Bills drawn towards hire charges on eight voucheese not in order. In
respect of one voucher (five sub-vouchers) vehictemntioned were not
registered as taxi8(Z 1 lakh), five vouchers (12 sub-vouchers) were witho
details of vehicle numberR .55 lakh) and on two vouchers the claims of
Z0.64 lakh were settled without supporting sub-vaush Sub-vouchers were
either without serial number or without the sigmataf the travel agency and
where serial numbers were available, they too weten chronological order.

Due to non-availability of supporting vouchers am@nting details of vehicle
numbers etc., correctness of the payments amoutdiB.44 lakh could not be
vouchsafed in audit.

The Mandal Parishad Development Officer, Saroomagaepted (January 2016 —
June 2016) the audit observation and stated thatcthims were settled without
supporting sub-vouchers, without signature of tragencies and sub-vouchers not
being in chronological order. It was further stathdt an amount of0.67 lakh
pointed out by audit was remitted by him (Janu@¥6) to Government account. The
department should verify all other vouchers and sugh irregularity found may also
be complied with.

Thus, failure to comply with codal provisions an@ak internal controls resulted in
fraudulent payments &f0.67 lakhandpossible fraudulent claims &8.44 lakh towards
contingent expenditure.

The matter was reported to Government in Augus626dply has not been received
(December 2016).

3 Not under the direct supervision of higher aditigdrcontrolling officer

3 Increasing the value of the voucher by insertiggres in the amounts column, wrong totaling etc.,

40" State Government instructed (December 2007) theate vehicles which are registered as a Taxi
can only be hired for Government duty
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Chapter Il — An Overview of the Functioning, Accautability Mechanism and Financial Reportin
issues in Urban Local Bodi

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

3.1 Introduction

Government of India had (Gol) enacted (1992} @hendment to the Constitution to
empower Urban Local Bodies (ULBs) as local selfgoing institutions in the
country to perform effectively. Gol further entredtthe ULBs with implementation
of various socio-economic development schemesudnmf those enumerated in the
Twelfth Schedule to the Constitution.

The States, in turn, were required to entrust thesal 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 had enacted Andhaaléah Municipal 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 d&kotMunicipal 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
Indicator

1 Urban population Crore 1.36

2 Urban sex ratio Females per 1000 Males 970
Urban literacy rate Percentage 81.09
4 Municipal Corporations Number 6

5 Municipalities Number 39

6 Nagar Panchayats Number 23
Total number of ULBs (4+5+6) 68

Source: Information furnished (November 2016) bym@ussioner and Director Municipal
Administration (CDMA) and ‘Telangana at a glanceilished (January 2016) 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 Department

Principal Secretary, MA & UD

Commissioner and Director of
Municipal Administration

Municipal Corporations Municipalities / Nagar Panchayats

Mayor

Dy.Mayor Chairperson

Commissioner ) Commissioner
) Dy.Chairperson

(elected)

Standing Additional / Deputy

Committees Commissioners Ward Executive /Assistant Engineer

Committees Town Plan Supervisor/Town

Plan Building Inspector

. - Sanitary Inspector
Ward Committees Asst Commissioner

. . . Members Accounts Officer/Junior
Superintending Engineer .

Accounts Officer
City Planner

Members Revenue Inspector/Bill Collector
HealthOfficer

. Manager
Examiner of Accounts g

Revenue Inspector Town Project
Officer/Community Organizer
Town Project Officer
Other staff
Other Staff

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

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

The 74" Constitutional Amendment Act, 1992 identified ifétions for ULBs as
incorporated in Twelfth Schedule to the Constitaitidll the functions mentioned in
this Schedule were devolved to ULBs in the StatepkFire Services

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 Municiges, the Municipal Ward
Committees meet at prescribed intervals to trankasiness, make regulations and
scrutinise municipal accounts. The main functiohghe 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. The Department stated (November 20i#) dut of 68 ULBs, ward
committees were constituted only in 20 ULBs.

3.5 Audit arrangement

3.5.1 Primary Auditor

Director, State Audit (DSA) functioning under theénanistrative 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 for presentatiohS$tate Legislature. The DSA has
two Regional Offices and nine District offices ieldngana 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 executinkorty concerned under
Revenue Recovery (RR) Act.

As per the information furnished (November 2016) D$A, audit of 41 ULBS’
accounts were in arrears. DSA attributed (Noven2@d6) this to non-production of
records by Municipalities and Nagar Panchayats. pé&sthe information furnished
(November 2016) by DSA, no surcharge proceedings veésued during 2015-16.

DSA stated (November 2016) that Consolidated Awditt Accounts Report for

2011-12 was submitted to Finance Department an&Gthernment tabled the Report
in State Legislature, on 31 March 2016. Consolatatof Reports for the years
2012-13 and 2013-14 were under progress. Someeofntjor findings observed in
2011-12 report relate to excess utilisation/nohsatiion/diversion/mis-utilisation of

grants, non-collection of taxes and fee, advaneeslipg adjustment etc.
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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 ConwnissState Government
entrusted (August 2004) the responsibility for pdavwy Technical Guidance and
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 reddsy 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 2015-16 was issaddly 2016.

Planning and conduct of audit

The Audit process commences with assessment of oiskdepartment/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 #wercise. Based on this risk
assessment, frequency and extent of audit is diécel an annual audit plan is
formulated to conduct audit. During 2015-16, 10 WLBNizamabad Municipal
Corporation, three Municipalitiésand six Nagar Panchaydtsfalling under the
department of Municipal Administration and UrbanvBl®pment were subjected to
compliance audit.

Report of the Comptroller and Auditor General aditnon Local Bodies for the year
ended March 2015 was tabled in the State Legigainr30 March 2016.

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 atesffand next higher authorities are
required to respond to observations contained is \W&hin one month and take

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

As of September 2016, 67 IRs containing 1,655 pagts pertaining to the period up
to 2015-16 were pending settlement as given bef@fathese, first replies have not
been received in respect of 21 IRs and 813 parhgrap

Armoor, Mahabubnagar, Sangareddy

¥ Badangpet, Gajwel, Huzurnagar, Ibrahimpatnamd®eally, Vemulavada
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Table 3.2

IRs/Paragraphs where even first
replies have not been received

Number of IRs /Paragraphs

s

IRs Paragraphs
35 571 0 0
10 289 8 256
3 131 3 131
9 266 1 53
10 398 9 373
Tota 513

Lack of action on IRs is fraught with the risk efri®us financial irregularities pointed
out in these reports remaining unaddressed.

Accountability Mechanism and Financial Reporting isues

Accountability Mechanism

3.7 Ombudsman

The Thirteenth Finance Commission had recommendst@bleshment of an
independent Local body ombudsman system. Thougin@pendent ombudsman
system was not adopted in the state, the State rGoemt complied with this
condition by making amendments to the existing ARdyukta Act, 1983.

3.8 Social Audit

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

3.9 Property Tax Board

The Thirteenth Finance Commission had stipulatatl $tate Government must put in
place a Property Tax Board to assist all Munictgadiand Municipal Corporations to
put in place an independent and transparent proeeftw assessing property tax.
Accordingly, State Government had issued (March120drders for constituting
Property Tax Board and amended (2012) Andhra Phallliesiicipalities Act, 1965 to
bring the Legislative framework for the functioningAndhra Pradesh State Property
Tax Board.

State Government had sanctioned (October 2013)02& punder 11 categories for
effective functioning of the board. The CDMA stat@dovember 2016) that a
proposal was submitted (April 2014) to Governmenmtdivision of posts sanctioned
for Property Tax Board between AP and Telanganapers AP Reorganisation
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Act 2014. Orders are awaited. CDMA is authoriseddiecharge the functions of
Chairman. After the board is completely dividedréated separately for Telangana
State, the Chairperson and other staff will be appd on regular basis.

3.10 Service Level Benchmark

The Thirteenth Finance Commission had stipulatat $tate Government must notify
or cause the Urban Local Bodies to notify the sengtandards of four core sectors
i.e., water supply, sewerage, storm water drainagesahd waste management to be
achieved by them by the end of fiscal year. Steernment issued (March 2014)
gazette notification fixing targets to be met by B4 during 2014-15 under these
sectors. From 2015-16 onwards publication of SLBden these sectors has to be
prepared by the ULBs concerned.

3.11 Fire hazard response

Guidelines of the Thirteenth Finance Commissiompuéites that all Municipal
Corporations with a population of more than oneliam| 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
notified (September 2014) the fire hazard respoasd mitigation plans to be
implemented during the year 2014-15 by Greater Irgluted Municipal Corporation
with a population of more than one million. CDMAddnot furnish the status with
respect to other Municipal Corporations during 2085

Financial Reporting Issues

3.12 Sources of funds

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

Summary of receipts of ULBs for the years 2011-i6 given in the table below.
Receipts for the period 2011-14 pertain to the cwsiip state of Andhra Pradesh
whereas the receipts for the period 2014-16 pettaihe state of Telangana.

* Property tax, advertisement fee etc.,
® Water tax, rents from markets, shops and otherasties, auction proceeds etc.,
® Donations, interest on deposits etc.,
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Table 3.3

(% in crore

Receipts 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16

Own Revenue 2,297.17 2,898.52 3,183.43 371.28 1,616.50
Assigned Revenué 795.70 819.28 695.66 65.97 418.36
State Government Grants 608.00 921.00 1,358.66 NA** NA**
Government of India Grants
Scheme funds 704.24 378.36 - NA** NA**
éﬁ;mﬁggmn@ Finance 119 g5 Nil : 25.66
Other Receipts Nil Nil 275.60* 20.32  203.37#

5,017.16] 5,513.29 2263.89

Source: Data furnished by Commissioner and Directfdvunicipal Administration

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

# Data pertains to only GHMC

3.12.1 Financial Assistance to ULBs

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

loans. Details of the financial assistance providgthe Government to ULBSs, for the
years 2011-14, pertaining to the composite statenothra Pradesh and for the period
2014-16 pertaining to the state of Telangana, sengoelow:

Table 3.4

(X in crore)

Details 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16*

177.45 177.45 483.45 287.49 547.18 1,673.02

Actual Release 91.42 90.57 441.37 249.86 12.06

Source: Data furnished by Commissioner and Directfdvunicipal Administration
*Information furnished by GHMC alone

3.12.2  Fund flow arrangement in flagship programmes

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

Scheme Fund flow

Jawaharlal This flagship programme was launched in Decemb8626 encourage reforms and
fast track planned development of identified citiegh focus on efficiency in urbap
Nehru infrastructure and service delivery mechanisms lgitially the mission period wap
National for seven years (2005-12), which was extended upMVimch 2017. The fou
Urban components under JINNURM are Urban Infrastructuge @overnance (UIG), Basic
Renewal Services to the Urban Poor (BSUP), Urban InfrastmecDevelopment Scheme for

Mission Small and Medium Towns (UIDSSMT) and Integrated &ling and Slum
(JNNURM) Development Programme (IHSDP).

The details of funds released and expenditure ieduon JNNURM projects as ¢f
March 2016 are given below.

" Seigniorage fee and surcharge on stamp duty ¢etlezy Departments of Mines and Geology and
Stamps and Registration are apportioned to thellBwmdies in the form of assigned revenue
8 This includes grants received from Gol
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( in crore)

Component | No. of | Projects Approved | Releases* | Expenditure

completed
23 12 2,661.86 1,011.44 2,284.98
17 5 1,642.45# 848.80 1,387.45
UIDSSMT 32 27 980.16 999.41 987.49
29 15 308.79# 225.60 274.21
101 59 5,593.26 3,085.25 4,934.13

# TUFIDC stated that the cost of BSUP & IHSDP progeeias revised t& 1,631.81
crore andk 302.50 crore respectively.
*Releases in respect of UIDSSMT & IHSDP also inclutg share

Andhra Andhra Pradesh Municipal Development Project (APMBPimplemented (March
Pradesh 2010) with the assistance of World Bank for pronglbasic amenities to the urbsan
Municipal population. The project comprises four componenits (i) State level policy ang
Development institutional development, (ii) Capacity enhanceméiii) Urban infrastructure and
(iv) Project management and technical assistanoiially, State Government
releases funds and actual expenditure reportedusrterly ‘Interim unaudited
financial reports’ by Chartered Accountants wouddrbimbursed by World Bank.

Project now
Telangana
Municipal
DLV e -ee Against approved cost &882.12 crore for Telangana State, State Governimeh
Project released 254.53 crore to the implementing agencies. Detditsxpenditure incurret
were not made available to Audit. However, it wistesd that as of March 2016, an
amount ofR 1.26 crore was available in Public Deposit Accaurdnk account.

3.12.3 Application of funds

Details of expenditure incurred by ULBs for the nged@011-14, pertaining to
composite state of Andhra Pradesh and for the ¢p&@14-16, pertaining to state of
Telangana are given below:

Table 3.5
(X in crore)

Type of 2011-12 2012-13 2013-14 2014-15 2015-16
expenditure

Revenue expenditur 2,941.85 3,153.33 3,418.10 253.82

Capital expenditure 1,253.08 1,166.59 1,573.30 148.51
4,194.93

Source: Data furnished by Commissioner and Directo¥unicipal Administration
3.13 Recommendations of the State Finance Commission

As per Article 243Y of the Constitution, State Goveent has to constitute State
Finance Commission (SFC) once in five years to menend devolution of funds

from the State Government to Local bodies. Third@CS#as constituted in January
2003 and submitted its report in 2008.

However, State Government had issued orders forleimgntation of the
recommendations of the SFC only in December 2018gainst ¥489.38 crore
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recommended by the SFC for devolution of funds td3&)every year, Government
agreed to release onR/123.12 crore per annum. WhiR319.52 crore was not
accepted by the Governmert46.74 crore per annum recommended towards per
capita grant, increase in half yearly Dearnesswidioce, Pension grant, salaries of
medical officers and staff and for medicines wasauozepted on the grounds that the
payment of salaries and pensions to municipal eyegl® were being borne by
Government from 1 April 2009.

As no State Finance Commission was appointed dkecember 2013, by the
Government, the committee of Ministers and Sedegarhad felt that
recommendations of Third Finance Commission cowtdabpplied for the period
2011-2016 also. Details of releases during 2015xE8e not furnished despite
specific request.

3.14 Recommendations of Central Finance Commissions

3.14.1 Thirteenth Finance Commission

Based on the recommendations of the ThirteenthnEm&ommission, Gol releases
funds to State Government for distributing among unicipal Corporations and
Municipalities in the State. The grant is releaseudler two components (basic
component and performance based component). DAAmG-153 684.27 crore was
released to ULBs of Telangana state, of wiieh7.43 crore (65er cenf was
incurred. There were no releases during 2015-16.

3.14.2 Fourteenth Finance Commission

The Fourteenth Finance Commission (FFC) has recomdetkassured transfers to the
local bodies for planning and delivering basic smy including water supply,
sanitation including septic management, sewagesahd waste management, storm
water drainage, maintenance of community assetsjtemance of roads, footpaths,
street lighting, burial and cremation grounds ang ather services smoothly and
effectively within the functions assigned to thender relevant legislation. Grants are
released under two components, Basic grant and Performance grant. The division
of grants between Basic and Performance Grantttseimatio of 80:20.

An amount oR 291.95 crore was released by Gol in the year 2@L5Flhe amount
was expended for which UCs were furnished.

3.15 Maintenance of Records

3.15.1 Unspent balances in bank accounts of closed schemes

Scheme guidelines stipulate surrender of unspentuatinto Government account in
respect of closed schemes. State level authoritiethe schemes concerned and
CDMA should watch the balances of closed schenieg In the accounts of different
ULBs. On scrutiny of records of 10 ULBs during 201, it was seen that in respect
of Ibrahimpatnam Nagar Panchayat, an amour 1095 crore remained unspent in
the accounts of closed schemes.
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3.15.2 Advances pending adjustment

As per Andhra Pradesh Financial Code, advancesspaiald be adjusted without any
delay and the Drawing and Disbursing Officers (DIp@mncerned should watch their
adjustment. On scrutiny of records of 10 ULBs dgriz015-16, it was seen that in
respect of Gajwel Nagar Panchayat of Medak distuictls amounting t& 7.52 lakh
advanced to staff for various purposes during 2D43to 2015-16 remained
unadjusted as of March 2016.

3.15.3 Non-reconciliation of departmental figures with treasury

As per Andhra Pradesh Budget Manual (Para 19.60®#8re required to reconcile
departmental receipts and expenditure with thosxkdxdb in treasury every month to
avoid any misclassification and fraudulent draw&@s scrutiny of records of 10
ULBs during 2015-16, it was seen that in respeahoéé ULBs, reconciliation was

pending from 2012-13 onwards.

3.15.4 Cases of misappropriation

Andhra Pradesh Financial Code stipulates respdiisibiof Government servants in
dealing with Government money, procedure for fixiregponsibility for any loss
sustained by Government and action to be initifdedecovery. State Government
had ordered (February 2004) the Secretaries dhaltlepartments to review the cases
of misappropriation in their departments on a mgnbasis and the Chief Secretary
to Government to review these cases once in sixtmsowith all the Secretaries
concerned.

Misappropriation cases noticed by Director, Statedifup to 2015-16, yet to be
disposed of as of October 2016, are detailed below:

Table 3.6

(X in crore)

As of 31 March 2016

No. of cases

Municipal Corporations 87

Municipalities 5,561 11.45

Nagar Panchayats 28

Source: Information furnished by Director, Statediu

DSA stated (October 2016) that no misappropriat@ses were noticed in 2015-16.

® Sangareddy and Mahbubnagar, Armoor ULBs
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3.16 Maintenance of Accounts by ULBs

Gol, in consultation with the Comptroller and AwditGeneral 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 appropriatadifications 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 haddssrders in August 2007 for
adoption of APMAM in all the ULBs in the State. Sianly, other manuals such as
Andhra Pradesh Municipal Budget Manual and Andheal®sh Municipal Asset
Manual, were also accepted by State for implemiemgAugust 2007) by ULBs. It
was seen that in respect of Badangpet NP, RangdyR#strict, annual accounts for
the year 2013-14 were not prepared complételpd the accounts for 2014-15 were
not prepared.

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

The ULBs have adopted the software developed bytmre for Good Governance
of Model Accounting System for maintenance of Aausu CDMA stated that
maintenance of database format of the financesL&slvas adopted in all 68 ULBs.
On scrutiny of records of ten ULBs audit noticedattithreé’ ULBs were not
maintaining accounts in Double Entry Accrual Basedounting System (DEABAS).

3.18 Conclusion

There were delays in compilation of accounts by Wlhlth consequent delays in
their audit by the Director, State Audit. DoubletfgnAccrual Based Accounting
System (DEABAS) was yet to be adopted by ULBs. Axtability framework and
financial reporting in ULBs was inadequate, as ewmmkd by non-furnishing of
utilisation certificates, non-remittance of unspéaiances of closed schemes and
advances pending adjustment, non-reconciliation departmental figures with
treasury and non-disposal of misappropriation cases

10 Out of three sets (Receipts and Payments accthaitme and Expenditure account and Balance
sheet), only Receipts and Payments account waangep
NP Peddapally (Karimnagar), NP Badangpet, Ibrahimam (Ranga Reddy)
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Chapter IV —PA on Water Supply in Urban Local Bo

4 Performance Audit on Water supply in Urban Local Baies

4.1 Introduction

Water is a natural resource essential for humastenge. Lack of safe drinking water
affects the health and wellbeing of the public. e Tgrovision of safe and adequate
drinking water to the increasing urban populatiomttwues to be one of the major
challenges. The objective of water supply systenoi ensure supply of safe and
adequate quantity of water at reasonable cost éouter. In order to encourage
personal and household hygiene, proper plannimgegssary in the formulation and
implementation of water supply projects. Emphasis to be laid on both the aspects
of systems namely planning and management (tedhmind financial). The
responsibility for supply of potable water to urbampulation rests with the Urban
Local bodies (ULBs).

4.2 Funding pattern

Urban Local Bodies (ULBs) meet the expenditure talsgrovision of water supply
through grants received from Gol and State Govempnteans from World Bank and
other financial institutions besides their own rgses. Releases and expenditure
during the period 2011-16 in the State towards m&ipply schemes were as under:

Table 4.1
(X in crore)

UIDSSMT* State Government World Bank
(Plan grant)

Releases by SLNA
Gol | state/uLB | Expenditure | Release| Expenditure | Release [ Expenditure | Release| Expenditure
Share{ Share

2011-12 17.89 25.05 57.71 11.62

2012-13 13.82 6.07 16.50 9.56 7.69 0 0 9.80 11.66
2013-14 12.96 15,25 26.40 4.96 4.88 43.08 3.69 4.79 2.72
2014-15 6.96 13.24 24.94 1.49 1.49 52.65 71.78 1.11 1.12
2015-16 1.14 131

2.24 1.18

Source: Information furnished by ENC, PH and TUFIDC
*Releases from Gol to SLNA were up to 2011-12
#Releases include ULB shareof4.50 crore (World Ban® 14.05 crore, HUDCQ 0.45 crore)

4.3 Organisational set-up

The ULBs function under the administrative contadl the Principal Secretary,
Municipal Administration and Urban Development (MA®). The Commissioner

! Urban Infrastructure Development Scheme for Sn&llMedium Towns, a component of

Jawaharlal Nehru National Urban Renewal Missidmifurm)
Housing and Urban Development Corporation
State Level Nodal Agency

2
3
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and Director of Municipal Administration is head thie Department and assisted by
Regional Deputy Directors of Municipal Administi@ti at regional level. The
Chairperson is being nominated among the electechbress of ULBs. Municipal
Commissioners are the executive heads. The ULBsnidpalities) transact their
business as per the provisions of the Andhra Phablesicipalities Act, 1965. The
Public Health Municipal Engineering Division is pessible for undertaking all
capital works whereas, the maintenance works aiagb®oked after by the
Engineering wing of ULB.

4.4 Audit framework

4.4.1 Audit objectives

Performance Audit of Water Supply in sefesrban Local Bodies was carried out
with the objective of assessing whether

i. the planning process for provision of infrastruetand maintenance of water
supply in ULBs was adequate and effective;

ii. sound financial management principles were adhéveth respect of project
execution, realisation of revenue and operationantenance; and

iii. the optimum quantity and quality of water was siggphs envisaged.

4.4.2 Audit criteria

Audit findings were benchmarked against criteriarsed from the following:

i. Bye-laws and council resolutions adopted in th@eesve ULBs for supply of
water;

ii. Manuals on (i) Water Supply and Treatment, (ii) @gpiens and Maintenance
issued by Central Public Health and Environmentagifeering Organisation
(CPHEEO) under Ministry of Urban Development, Gowveent of India (Gol);

iii. National Water Policy, 2012 issued by Ministry oatéf Resources, Gol;

iv. Financial Code, Public Works ‘D’ Code, Municipadsi Act, 1965 of composite
State of Andhra Pradeh

v. Government Orders issued by State Government fiome to time on water
supply; and

vi. Service Level Benchmarks (SLB) prescribed in Tt Finance Commission
guidelines

Bodhan, Gadwal, Kodad, Mandamarri, Manuguru, Mét@and Vikarabad
Applicable in relation to the State of Telangafeoas per Andhra Pradesh Reorganisation Act,
2014
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4.4.3 Audit sample

Audit sample included sevrout of 53 Urban Local bodies in Telangana. The
sample was selected through stratified samplinghatebased on lowest Ipcd (litres
per capita per day) in each strafum

L4 L Audit scope and methodology

The Performance Audit on Water Supply in séughBs covering the period 2011-12
to 2015-16 was conducted between March and Juné. 2Rdidit methodology
involved scrutiny of relevant records/documentgha Office of Engineer-in-Chief
(ENC), Public Health & Municipal Engineering Divigi, Commissioner and Director
of Municipal Administration, Telangana Urban Finanofrastructure Development
Corporation (TUFIDC) and selected ULBs. Apart fraerutiny of records, physical
verification of site, wherever required, was cortddcwith departmental officials.
Beneficiary survey covering 50 consumers in eaclB Was also done to assess the
response of the consumers.

An Entry conference was held (March 2016) with tfécials of the department
wherein audit objectives, scope, criteria and me#ohmgy were explained. Exit
Conference was held with the Government represeesain November 2016 to
discuss audit findings. Replies (October 2016)hef Government have been suitably
incorporated at appropriate places in the report.

4.4.5 Acknowledgements

Audit wishes to acknowledge the cooperation andstsge extended by the State
Government and its officials during the conductho$ audit.

Audit findings
4.5 Planning

Water is a prime natural resource, a basic humad a@d a precious asset for the
State. Planning and development of water resouneesl to be governed by the
existing conditions and needs in the State.

4.5.1 State water policy

State Government had formulated water policy in&®ased on National Water
Policy of 2002. State Government had yet to frgmodicy/guidelines based on
National Water Policy 2012 as per local requiremPnovisions of CPHEEO manuals
were being followed by the State Government in eespof Water supply and
treatment and Operations / maintenance.

® Bodhan (Nizamabad district), Gadwal (Mahabubnagatpdad (Nalgonda), Mandamarri
(Adilabad), Manuguru (Khammam), Metpally (Karimnggand Vikarabad (Rangareddy)

14 Nagar Panchayats formed on or after 2012 watreansidered for sampling

8 Stratum | (<= 70 Ipcd), Stratum Il (>70 and <=138d Stratum Ill (>135)

Bodhan, Gadwal, Kodad, Mandamarri, Manuguru, Mét@and Vikarabad
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4.5.2 Water Regulatory Authority

As per National Water Policy 2012, an independeataVRegulatory Authority was
to be formed to ensure equitable access to watedifand its fair pricing for drinking
and other uses. The Water Regulatory Authority masyet established (June 2016)
which meant that the objective of securing unifdymin operations of water supply
and pricing for supply of water in ULBs was not iesfed.

Government stated (October 2016) that with a viewroviding piped water supply
connection to every house hold, a Drinking Waterp@y Grid was being
implemented by them to supply bulk water to Granmgbayats, Municipalities,
Municipal Corporations etc., under Mission Bhagt#®a It was also stated that
establishment of Water Regulatory Authority woulkel donsidered at an appropriate
time. Thus, the fact remained that the Water RegutaAuthority was not established
as envisaged in National water policy 2012.

4.6 Water source

Sustainability of surface water or ground watenéxessary for effective supply of
gualitative and quantitative water to the public.

4.6.1 Identification of water source

As per National Water Policy, urban and rural damesvater supply should
preferably be sourced from surface waten conjunction with ground watErand
rain water. The exploitation of ground water resesrshould be so regulated that the
recharging possibilities are not exceeded.

In the State, 27 out of 7ULBs were completely dependent upon the sub-serfac
water, whereas 40 ULBs were wholly dependent upofase sources. Of the seven
test-checked ULBs, thrEeULBs were observed to be completely dependent upon
sub-surface source, one ULB (Manuguru) on both dberces and the remaining
threé* ULBs were dependent on surface source.

Kodad ULB was completely dependent upon sub-surfeaer> as surface water
source (Cheruvli) was contaminated by the sewerage and industeatey The ULB
had failed in discharging its responsibility to @t the surface water source
(Cheruvu) and had utilised the sub-surface water.

Government accepted (October 2016) the contammatfosurface water source at
Kodad. However, specific measures taken to pretlemtcontamination were not
intimated.

10
11
12
13

Rivers, lakes and reservoirs

Dug up wells, bore wells, tube wells and infitton galleries
Excluding Greater Hyderabad Municipal Corporation
Kodad, Mandamarri and Metpally

4" Bodhan, Gadwal and Vikarabad

1510 Open wells and 21 Bore wells

16 Big lake
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4.6.2 Sustainability of water source

The continuous supply of drinking water dependsnupgaisting capacity of the
available source. Sustainability of water sourcessential to ensure adequate water
supply throughout the year. Out of'67ULBs, seven ULBs have the sustainable
water source as of March 2016. In the test-cheddeds water supply was
inadequate, as commented upon in Paragraph-4.9 Vdatet demand/supply
management’. The sustainability of water source was ensured by ULBs for
adequate water supply.

Government stated (October 2016) that utmost casetaken in selection of drinking
water sources with regard to dependability andasusbility. In case of failure of
source due to continuous dry spells over consesytars, arrangements were made
for supply of water through tankers.

4.6.3 Replenishment of ground water table

Ground water needs to be conseNely reuse of recycled water. Atrtificial
rechargé® of ground water can be achieved by direct reci8rged surface flow
harvesting.

With a view to conserve ground water, State Govemnmade harvestiAgof rain
water in all group housing and commercial mandafonry 1998. Later, in June
20003, it was made mandatory for buildings constructacblts measuring 300 sq
mts and above. Audit observed that

i. During 2011-16, fivé" test-checked ULBs had accorded 3,166 building
permissions. Of these, only 81Rain Water Harvesting Structures (RWHS) were
constructed. Penal actitntaken if any, against non-adherence to Government
rules against building owners (for not constructiRiyHS) was not forthcoming
from the records of ULBs. The ULBs had not accoraegch importance to
construction of RWHS nor initiated any penal actagainst the building owners.

ii. In Manuguru and Mandamarri ULBs, building permissiavere not accorded as
these ULBs were in scheduled aféasror replenishment of ground water,

" Excluding Greater Hyderabad Municipal Corporation

® para 3.8.2 of manual on O&M

1 Para 3.10 of manual on O&M

% Recharge of wells, injected wells and Rain Water Bisting Structures

# Tanks and ponds

. G.0. Ms No. 422 MA dated 31 July 1998

» G.0. Ms No. 350 dated 09 June 2000

# Bodhan (811 permissions accorded), Gadwal (detdilsermissions accorded were not furnished),
Kodad (697), Metpally (833) and Vikarabad (825)

> Bodhan 11 RWHS and Vikarabad 20 RWHS

% As per Section 340 of Andhra Pradesh Municipalithes, 1965, a fine which may extend to five

hundred rupees subject to a minimum of fifty rupaeed to a further fine which may extend to one

hundred rupees subject to a minimum of ten rupeesdch day during which offence is proved to have

continued after the first day

Areas as defined in the fifth schedule of Constitubf India, where as per Andhra Pradesh Schedule

Areas Land Transfer Regulation Act, 1970 transfanwhovable property is made in favour of a person

who is the member of a schedule tribe or a societystered or deemed to be registered under the

Andhra Pradesh Co-Operative Societies Act, 1964 whscltomposed solely of members of the

scheduled tribes

27
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construction of RWHS could have been taken up iblipuplaces such as
municipal land, parks etc. However, no efforts werade by the ULBs towards
construction of RWHS and conservation/rechargerotigd water had not been
ensured.

iii. The pre-monsoon (month of May) ground water lewvdidest-checked ULBs
during the period 2011-16 is given in the Charblael As piezometéf was not
available in Mandamarri ULB, their data was notoirporated in the Chart.

Chart 4.1 (in meters)
Depletion of ground water table during 2011-16

Bodhan Gadwal Kodad Manuguru Metpally  Vikarabad

5.00

10.00 -

15.00 -

20.00 -

22.60

25.00 - H2011 ®2012 2013 ® 2014 = 2015

Source: Information furnished by Ground water depatment

In three ULB$® , there was depletion in ground water table dutitay 2015 as

compared to May 2011. The depletion of ground watas acute in Metpally and
Vikarabad ULBs. No action was initiated by ULBs fejuvenation or recharging of
sub-surface water.

4.7 Infrastructure for water supply

471 Water Treatment Plant

To ensure safe and potable drinking water, it ibddreated under various processes
depending on the quality of raw water. Water Tmresit Plants (WTP) should,
therefore, be planned to supply water that is hygaly safe, aesthetically attractive
and palatable. Audit observed that-

i. Water treatment plants were available and funatignin all the thre®

% |nstrument placed in boreholes to monitor the gues or depth of groundwater
# Gadwal, Metpally and Vikarabad
% Bodhan, Gadwal and Vikarabad
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test-checked ULBs where surface water was the sourc

i. Water treatment plants were not available in theeofour! test-checked ULBs
where sub-surface water was the source. Due teeristence of water treatment
plants the raw water could not be treated in théisBs. Thus the ULBs had not
ensured the supply of safe and potable drinkingmtatthe consumers.

iii. Based on the results of water sample tests in Kadla8l where sub-surface was
the source the presence of excessive fluoride wasreed (August — December
2015). Thus absence of water treatment plant adleadfected quality of water
supplied.

£5

-5 : i e
Some water sources in Kodad ULB

Government stated (October 2016) that water supptieMandamarri and Manuguru

ULBs from the infiltration galleries in river Godan required no treatment. It was

further stated that water supply improvement sclsemveuld be taken up under

Mission Bhageeratha. The reply was not acceptablée water supply and treatment
manual’ recommended treatmerits depending on the quality of ground water.
Incidentally, medical centre of Manuguru ULB hagaged 932 cases of water borne
diseases during 2011-16.

With regard to Kodad ULB, Government stated (Octab@l6) that drinking water
was supplied by RWS&S department and ground waser wged for other purposes.
However, the water was supplied through open/boetiswfor drinking purposes
which confirmed presence of excess fluoride.

4.7.2 Service reservoirs

The service reservoits provide a suitable reserve of treated water withimum
interruptions of supply due to failure of mains,nms etc. The minimum storage
capacity of service reservoirs depends on factaeh as design population, per capita
water supply, peak factor and continuous water lsupp Kodad ULB, it was
observedthat seven out of 30 wards were supplied water throaglkdrs, as these
wards were not covered through Service Reservoirs.

Kodad, Mandamarri, Manuguru and Metpally

Para 7.1 of manual of Water Supply and treatment

Flocculation, sedimentation, rapid gravity or pree filtration, disinfection by chlorination etc.
Para 10.4.1 of manual on Water supply and treatmen
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Government accepted (October 2016) that there waxfall in storage capacity of
service reservoir in Kodad ULB and stated that adés| provision would be made
under Mission Bhageeratha.

4.7.3 Inadequate distribution network

The objective of distribution system is to convelyolesome water to the consumers
at adequate residual pressure in sufficient quamtit convenient points so as to
achieve continuity and maximum coverage at affoelaiost. In the fouP test-
checked ULBs, there was shortfall in coverage pklme network when compared
with internal road length. The shortfall rangednir@3 per centto 67 per cent Water
was supplied through water tankers in the uncovameés which had resulted in
inequitable distribution of water supply to the keholds.

Government accepted (October 2016) the audit obServand stated that shortfall in
coverage of pipe line network would be taken cdnender Mission Bhageeratha.

4.7.4 Non-installation of flow meters

The measurement of flow in water supply systenaigdispensable requirement for
the purpose of assessment of source and its deweldp transmission, treatment,
distribution, control of wastage etc. However,wilaneters were not installed at
source/treatment plant/distribution zones in tre-¢becked ULBs. The quantity of
water supplied was assessed on the basis of thecitbamf the reservoir and the
duration of pumping to Elevated Level Service Resies (ELSR). In the absence of
flow meters, actual quantity of water supplied bg ULBs could not be ascertained.

Government accepted (October 2016) the audit ohBerv and stated that flow
meters were being provided in water supply scheafiegikarabad and Manuguru
ULBs. Installation of flow meters in the remainibig.Bs would be considered under
Mission Bhageeratha.

4.8 Execution of projects

4.8.1 Project proposals during transition phase

As per JNNURM guidelin€§ funds were to be provided to only those towns and
cities where elected bodies were in position. S&deernment submitted (April 2013
— September 2013) project proposals in respedxdf YLBs for approval during the
transition phas&, which were not covered under INNURM phase-1. E\av, Gol

did not consider (December 2013) the proposals;esielected bodies were not
functioning in the ULBs and transition period foanstioning of projects under
JNNURM was coming to a close. As a result, ULBsendeprived of protected water
supply to their citizens.

Kodad (61per cen}, Gadwal (67er cen}, Manuguru (23er ceny and Mandamarri (2Ber ceny

% para 4.3 of UIDSSMT guidelines of INNURM

Husnabad, Huzurnagar, Kothagudem, Sadasivpetaperand Tandur

Transition period of two years beginning from 2€i2to complete the approved projects under
Jnnurm-I and to implement the pending reforms atState and ULB level
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Government agreed (October 2016) that the proj@etrge not considered by Gol as
elected bodies were not functioning in the ULBs ataded that water supply schemes
in these ULBs would be taken up under Mission Beagjba.

4.8.2 Status of projects

In the State, 36 projecfswith administrative cost & 1,653.15 crore were executed
during the period 2011-16. These projects were ddnidy Gol, State Government/
ULB, World Bank and HUDCO. Of these 23 projects evecompleted and
commissioned. Tw8 projects, though completed at a cos€ @6.31 crore, were not
commissioned as of May 2016 due to non-construcifosummer storage (SS) tank.
In elevert* ULBs, projects were in progress. Thieevater supply projects were
executed/under execution in test-checked ULBs. #aioserved the following:

4.8.2.1 Water Supply Improvement Scheme in Manuguru

In the test-checked Manuguru ULB, 0.18 MLD of uatesl water was being supplied
by ULB from its own source (sub-surface) and 0.96CMwvere being supplied from

Singareni Collieries Company Limited (SCCL) throughblic stand posts. It was
observed that there was no household connectivitiye ULB.

Water Supply Improvement Scheme (WSIS) was saratighebruary 2013) by State
Government at a cost d25.56 crore, to supply 5 MLD of water. The work was
entrusted (September 2014) to a contractor at aevalf ¥21.89 crore with a
stipulation for completion by March 2016. Howevas, of March 2016 the work was
still under progress (6per centwas executed with an expenditureZdfl.72 crore).
As a result, the ULB could not achieve the intendkpbctive of providing household
connectivity as envisaged under the scheme.

Government stated (October 2016) that the delayomasccount of heavy floods and
assured that the scheme would be completed inspétcas by December 2016 duly
providing household connections.

4.8.2.2 Water Supply Improvement Scheme in Vikarabad

i. Unjustified selection of Project:

With the objective of reducing burden on an alreagigrstrained Mega/Million
plus cities, INNURM guidelines provided for urbafrastructure development in
Satellite Towns/Counter Magnets of Million plusiest under Urban Infrastructure
Development in Satellite Towns scheme (UIDST). B&tetowns are to be
developed in the future development area of theliamil plus urban
agglomerations covered under JNNURM. The towns iayplanned for a
population of 5 lakh - 10 lakh in case of megeesiti

39 Gol (13 projects), State Government (9), HUDCOg®) World bank (8)

Jagityal and Korutla

Bellampally, Satupally, Vikarabad, Malkajgiri, Aoar, Manuguru, Medak, Kollapur, Jammikunta,
Huzurabad and Kothagudem

Water supply improvement schemes in Gadwal, Manugund Vikarabad ULBs
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The population of Vikarabad town was 53,185 as38drl census and projected
population would be two lakh up to the horizon y2@41. The town is situated at
a distance of 68 km from the mega city (Hyderabbi@nce, proposal to take up
the water supply project to Vikarabad town (samstmin 2011) under INNURM

as a satellite town was not justified, based orufan and urban agglomeration.

Government stated (October 2016) that expectingréugjrowth, Vikarabad town
was selected after thorough examination of existifigastructure and proximity
to the Mega City, Hyderabad. The reply was not piad#e since the town did not
meet the criterion of population size for selectimer UIDST.

Failure in utilisation of infrastructure created:

A Water Supply Improvement Scheme was sanctioneldlarch 2007 by State
Government to supply 8.586 MLD from Singapur Resenof Hyderabad
Metropolitan Water Supply & Sewerage Board (HMWS&8S%B a cost of 32.31
crore under Plan grant. The project was commissiome May 2012 after
incurring an expenditure &&23.81 crore. Due to non-payment of water bills
amounting tX 14.64 crore by ULB, HMWS&SB stopped supply of watiem
August 2012. The matter was subsequently resolyadu@ry 2015) and supply
was resumed from February 2015 onwards. HMWS&SHdithits supply to only
1.50 MLD of water as of May 2016.

However, in the meantime another Water Supply Imgneent Scheme under
UIDST scheme (JNNURM) was sanctioned (June 2014 R ®04.13 crore for
supply of additional quantity of 8.0 MLD of treataditer from the same source
namely Singapur reservoir of HMWS&SB to meet thquieement of growing
population. As of March 2016, 9fer cent of the work was completed by
incurring expenditure & 63.94 crore and work relating to additional linessvin
progress. All the existing House Service Connesti@tSCs) were transferred to
the new pipelines under scheme sanctioned in 2011.

It was observed in audit that the supply of watemswmade through the
infrastructure created under scheme sanctione@14.2The infrastructure created
at the cost o€ 23.81 crore under the scheme sanctioned in 2007lywas idle.
There was no improvement in the quantity of waeer 1.5 MLD supplied from
HMWS&SB and duration of supplying water was onlyedmour once in three
days in the ULB against round the clock supply eomlated in the scheme
sanctioned in year 2011. Thus, this scheme was ojpgply planned and
infrastructure created under the scheme sanction2007 at the cost &23.81
crore remained unutilised.

Government accepted (October 2016) the audit ohBerv and stated that
infrastructure created under scheme sanctionedOtil 2vas presently being
utilised and the infrastructure created under pevischeme sanctioned in 2007
would be utilised as and when additional watemr&aah.
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4.8.2.3 Water Supply Improvement Scheme in Gadwal

State Government had sanctioned (January 2008)r\&iap@ly Improvement Scheme
for Gadwal ULB at a cost &34.40 crore. The work was entrusted (June 2009) to
contractor at a value @?32.59 crore with a stipulation for completion bydeember
2010.

After executing 15per centof the worl
for ¥5.57 crore, the contractor stop
(June 2012) the work. Since there wa:
response from the contractor, Engineer-i
Chief had requested (June 2013)
Government to accord permission
terminating the contract and have
balance work completed byalling frest
tenders. As of March 2016, permiss
from Government was awaited. As a resul
infrastructure createde., thre€® Elevate:
Level Service Reservoirs (ELSRS)
distribution network for 30.84 kmnior
¥5.57 crore were lying idle and f
objectve of improvement in water sup|
remained unachieved as of October 2016. Unutilised ELSR

Government accepted (October 2016) the audit ohBServand stated that balance
work would be taken up under Mission Bhageerathdy dategrating the
infrastructure created.

4.9 Water demand/supply management

Water demand management involves measures whiclatareducing water demand
by optimal utilisation of water supplies for allsestial and desirable needs. Water
supply management aims at improving the supply bymizing losses and wastage
and unaccounted for water in the transmission memasdistribution system.

4.9.1 Gap between demand and supply

Thirteenth Finance Commission had fixed Serviceeld®enchmark (SLB) as 135
Ipcd for per capita supply of water. Where Undeumd Drainage was not there the
bench mark was fixed as 70 I§&d As of March 20186, in all the seV@rest-checked
ULBs (with the target of 135 Ipcd) there was a degtween demand and supply
ranging from 19er centto 71per centas detailed ilppendix-4.1

In test-checked Manuguru and Gadwal ULBs, watempupnprovement schemes
were not completed as of March 2016. Gap in supplgxpected to persist till

3 at PJP camp, Raghavendra colony and BC colony

* Para 2.2.8.3 of manual on Water supply and treattme
%> Bodhan (19per cen}, Gadwal (41per cen}, Kodad (71per cen}, Mandamarri (44per cen,
Manuguru (56er cen}, Metpally (71per cenf and Vikarabad (6per cen}
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sustainability of water sources is ensured andthedl water supply improvement
schemes are to be completed to achieve the olgsdciy envisaged.

Government accepted (October 2016) the audit observand stated that all ULBs
would be provided with piped water supply at 13&dlmn completion ofinti Intiki
Nalla’ (State sponsored programme) under Mission Bhadjegr

4.9.2 Duration of water supply

Service level benchmark (SLB) of 24 hours waterpbupvas prescribed by the
Thirteenth Finance Commission, which had not bedmeaed in any of the test-
checked ULBs. Duration of water supply by the UkBaged from one hour once in
four days to one hour per day. In Mandamarri ULBtev was supplied once in four
days for only one hour.

Government stated (October 2016) that every scheasedesigned to supply water
for 24 hours and also stated that this would beieaed in a phased manner.
However, not even a single ULB has achieved thgetdill date.

4.9.3 House service connections (HSCs)

Thirteenth Finance Commission had prescribed a i&erizevel Benchmark of
100per centcoverage of water supply connections to the haadshn the ULBs. In
the siX® test-checked ULBs, there was shortfall in HSCsjiragy from 48per centto
78 per cent. Water was supplied through public stand posts/wedekers in the
uncovered areas. In Manuguru ULB, no HSCs wereigea and water was being
supplied through public stand posts only.

Thus, the objective of providing safe and cleanldrig water to all the households in
the test-checked ULBs remained unachieved. Furth@usehold connections were
not provided in Manuguru ULB due to non-completadrwater supply improvement
schemes.

Government accepted (October 2016) the audit ohBerv and stated that water
connections are proposed to each and every househotompletion of ‘Inti Intiki
Nalla’ (State sponsored programme) under Missioaggeratha.

4.9.4 Metering of water connections

Water meter is a scientific instrument for accuratasurement of quantity of water
distributed to the consumers and fulfills the needknow the quantity of water
produced and distributed. As per O&M marflalmetering of water supply is
desirable to minimise the wastage and to mainteeretonomic pricing of water. The
benchmark for metering water supply connectionssgileed by the Thirteenth
Finance Commission was 1@@r cent;however, water meters were not installed in
any of test-checked ULBs. In Vikarabad ULB, insgttibn of water meters has been

% Bodhan 51per cent Gadwal 53er cent Kodad 48per centf Mandamarri 7%er cent Metpally 62
per centand Vikarabad 58er cent
" Para 1.2.2 of Manual on O&M
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taken up. Further Metering of water connectionsewest made mandatory by ULBs.
As such, the objective of minimising wastage, asg@ng quantity and economic
pricing of water could not be achieved. The ULBstowed to levy water charges at
fixed rate, irrespective of actual consumption, tuaon-installation of water meters
causing possible loss of revenue to ULBs.

Government accepted (October 2016) the audit observand stated that metering
of individual house service connections would betaup in a phased manner.

4.9.5 Unaccounted for water

Unaccounted for water (UFW) is leakage of water adwhmostly occurs in the
distribution system and house service connectioAssystemic approach towards
wastage was required to save considerable quanttityater and prevent possible
contamination. As per the manual on Water Suppty Breatment upto 1per cent®

of water wastagé.e., UFW is allowed. In thré@ test-checked ULBs, UFW was
within the limit. In twd® test-checked ULBs the percentage of UFW was nfae t
the benchmark. Kodad and Manuguru ULBs had notghed the details of UFW. In
the absence of flow meters and water meters, theaoess of UFW reported could

not be ascertained.

Bodhan ULB Manuguru ULB
(Leakage from pipeline) (Non-fixing of taps to the stand posts)
Government accepted (October 2016) the audit obBerv and stated that UFW
levels would be drastically brought dowrile implementing Mission Bhageeratha.

4.10 Water quality management

Safe water is essential for good health of the camity®’. Improvement in drinking
water quality directly had its impact on improvernenthe health of the consumers.
Water supply agencies are responsible for supplyaéé water to consumers and to
monitor its quality.

Para 2.2.8.3 of manual on Water supply and treatme
Mandamarri, Metpally and Vikarabad

0 Bodhan (1&er centUFW) and Gadwal (3per centUFW)
*l Para 9.2 and 9.4 of manual on O&M
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4.10.1 Water sample tests

Water supply and treatment laboratories with adequacilities and manned by
gualified personnel are essential for inspectiod ewaluation of the suitability of
water supplied for public use. Water supply andattreent manu& prescribes
laboratory examination of physical, chemical, baotegical and biological analysis
of water samples to confirm the quality of water.

Audit observed that

i. Inthe six®test checked ULBs, laboratory facilities were pot in place as part of
the water supply system. Only chloroscopic testeeweenducted in the ULBs. In
the absence of laboratories, water samples forigddyshemical, bacteriological
and biological analysis were tested in Institute RsEventive Medicine/Rural
Water Supply Laboratories concerned.

ii. In Bodhan ULB, all other tests except chloroscofgst were conducted in
laboratories (Rural Water Supply Laboratories) othan their own due to lack of
equipment, insufficient stock of chemicals for treant and inadequate staff.

Thus, due to lack of laboratory facilities in ULBsnly chloroscopic tests were

conducted; however, there was a shortfall in cayeraf tests during audit period as

detailed inAppendix-4.2.

Government accepted (October 2016) the audit ohBServ and stated that
instructions were being issued to all the ULBs stabklish laboratory facilities in the
Water treatment plants to ensure testing of watempdes as per manual.

4.10.2 Action taken on Unsatisfactory Reports

In the three test-checked ULBSs, during the periodi1216 laboratories had reported
115* water samples as ‘unsatisfactory,’ as detailedvbel

Table 4.2

Name of the ULB No. of samples tested NO. of samplles reported
as unsatisfactory

10 5

276 21

Kodad 584 89
Total 870 115

Source: Information furnished by ULBs and laboréer

However, no action was taken on the unsatisfaatepprts on water samples by the
concerned ULBs. Thus, ensuring safe, clean andbfeotdrinking water to the
households by ULBs could not be assessed in Audit.

%2 Chapter-15 of manual on Water supply and Treatmen
%3 Gadwal, Kodad, Mandamarri, Manuguru, Metpally Mikarabad
* Bodhan 5 samples, Gadwal 21 samples and KodadrBples
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The information relating to water borne diseases whtained from the medical
officers concerned in the test-checked ULBs. Maldéenter?’ of four test-checked
ULBs reported (2011-16) 31,2t6cases of water borne diseases such as vomiting,
acute diarrhea, jaundice, enteric fever etc. In MIBs®’, cases of water borne
diseases showed an increasing trend during 2011-15.

Government accepted (October 2016) the audit obBerv and stated that
instructions were being issued to all the ULBs d&et corrective action wherever
unsatisfactory water samples were reported.

4.10.3 Survey and Surveillance

Water quality monitoring and surveillance is a canbdus process, along with vigilant
assessment and control of safe potable water sufgplye undertaken by the ULB.
Surveillance is an investigative activity which wiasbe undertaken by an agency
consisting of the members from State Public Healld Engineering Department,
Local Health Authority, Chief Medical Officer / Higla Officer and Pollution Control
Board, to identify and evaluate factors posing thmeakk related to drinking water
supplied. The surveillance agency had to commumita the water supply agency
and pinpoint the risk areas and give advice forediad action.

However, no such surveillance agencies were forinedny of the test checked
ULBs. Thus, in the absence of surveillance agensife water supply to consumers
could not be ensured.

Government accepted (October 2016) the audit oB8ervand assured that necessary
surveillance mechanism would be placed at the 3éael consisting of members
from the stake holder departments.

4104 State Pollution Control Board

The Telangana Pollution Control Board (TPCB) mamitdhe water pollution
generated by the industries/urban local bodiestipylating standards for discharge
of effluents by the industries/urban local bodi€sadwal ULB had been discharging
untreated sewage and TPCB instructed (March 201&xke control measures and
ensure that no untreated sewage flow in water Bodie was observed that
construction of ‘Super Passage’ for discharge afyisated water, proposed (April
2016) under Fourteenth Finance Commission grards, wot taken up as of October
2016.

During Exit Conference (November 2016), Governmstated that approval for
construction of ‘Super Passaffeivas being pursued with Superintending Engineer
(I&CAD>9).

* Area Hospital Gadwal, Public Health Center Manugubrban Health Center Metpally,

Community Medical Center Vikarabad
% Gadwal 15,375 cases, Manuguru 932 cases, Me@IB0 cases and Vikarabad 8,849 cases
" Gadwal and Vikarabad
8 For discharge of stagnated sullage water
¥ Irrigation and Command Area Development Departmen

Page 67



Audit Report on ‘Local Bodies’ for the year endedavth 2016

4.11 Operation and Maintenance

Operatiofi® refers to hourly and daily operations of the congris of a system such
as plant, machinery and equipment. Maintenancelveg keeping the plant,
equipment, structures and other related facilite®ptimum working condition for

supply of quality water to the consumers.

4111 Improper planning

i. For planning future augmentation and improvementwaiter works in
operation, certain key recofdselating to supply of water are required to be
maintained. However, history sheets of pumps andorsp preparation of
maps showing the entire network etc., were notdeiaintained by any of the
test-checked ULBs.

ii. Preventive maintenan®éad to be planned for maintenance of the pipelines
servicing of valves, expansion joints etc., toagainst possible contamination
and improve pressure in the distribution system.ndne of the test-checked
ULBs, preventive maintenance was being carried out.

iii. Maintenance schedule is required to be preparetmpyove the level of
maintenance of water transmission system througinawed coordination and
planning of administrative and field work and thgbuthe use of adequate
techniques, equipment and materials. An action plas to be prepared for
Operation and Maintenance. None of the test-chethd®s had prepared any
maintenance schedule for O&M activities.

Thus, due to failure in preparation of maintenarsohedule and planning for
preventive maintenance, repairs to water transomssystem were attended as and
when complaints were received. Non-maintenancebasic records resulted in
operating problems not being brought on record.

During Exit Conference (November 2016) Governmeatesl that instructions were
issued to all the ULBs on preventive maintenana® tanmaintain necessary records

properly.
4.11.2 Inadequate tools/spares and staff for O&M activities

i. Different type& of O&M tools are required to be maintaifié@s a measure of
preparedness to ensure effective maintenance ef watwork system. Similarly,

8 para 2.2 of manual on O&M

®1 para 2.3.11, 3.6.1.8, 4.3.8.1 of manual on O&M ist Iof tools and plants, history sheets of
works/equipment, updated transmission system mhbpy fneter readings at upstream and
downstream, man-hours spent on routine operateyes of pipes, quality of pipes etc.; and Para
13.3.6 of manual on Water supply and treatment ity dad cumulative supply over the years,
number of connections of various sizes given andutative number of connections each month,
water treated and the supply billed

%2 Para 4.3.3.2 of manual on O&M

5 Hooks, pipe wrench, double ended spanner, scrverdr pilers etc.,

* Para7.5.2,8.7.2.4,10.3.2.1, 11.6.3 and 15.Masfual on O&M
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spare® required for one-two year’s maintenance are tdeqs in stock to avoid
downtime. In the test-checked ULBs (except Manuputrwas stated that the
tools/spares for regular maintenance were not @viail

ii. The water supply and treatment mafuptescribed staffing pattern for O&M of
water works based on capacity/quantum of water Igupwery supervisory and
operating staff engaged for water works should bbjested to appropriate
training cours¥ at least once in every three/five years duringskisice. There
was shortfall in staffing pattern in the test-chetkJLBs. Shortfall was acute in
the Fitters/Helpers cadres. The sanctioned stremigHitters/Helpers as of March
2016 was 15 against the requirement (as per mé@nehl112. Against these
sanctioned posts, three were vacant. Furthemanoirig as envisaged in manual
was imparted to any of the existing staff in thr&4shecked ULBs.

Due to non-stocking of tools and spares, ULBs lagrocure the same from local
market whenever need arose, which delayed a timalgtenance. In the test-checked
ULBSs, average response time in respect of a comtptanged between one and two
days. The delay and wastage of potable water wdwdde been reduced, if,

tools/spares were available in stock and adequatiensere deployed.

Government stated (October 2016) that instructiee being issued to all the ULBs
on maintenance of required tools/stocks of spasgsrescribed in the manual and to
deploy required personnel.

4.12 Revenue on water supply

It is essential to establish a sound financial rgangént system to make the water
supply system financially viable. This can be aukd by controlling expenditure
and increasing the income. Thirteenth Finance Csion had stipulated service
level bench mark of 10fer centcost recovery in water supply services. The tariff
structure was to be evolved to recover the O&M aowsl had a surplus for debt
servicing and depreciation. Control of O&M expduad? could have been achieved
by preparing an annual budget of income and exparedbased on realistic estimates.

412.1 Gap in cost recovery

The major source of revenue under water supplyfueas collection of water charges
from households, Government and commercial estabksts besides water
connection charges. Expenditure comprises salasied wages, consumables,
electricity charges, repairs and replacement clsarg®ater chargéare to be fixed
by the utility, taking into account the expenditare various heads, such as, operating
cost, establishment cost, depreciation, debt sesy@sset replacement fund etc.

65
66
67
68

Set of wearing rings, shaft sleeves, bearings etc.

Para 13.11 of manual on Water supply and treatment

Para 14.6 of manual on Water supply and treatemeshtPara 17.12 of manual on O&M

As per Para 13.11 of manual on Water supply agatriment, three fitters/helpers are required for
every 10-15 km of distribution system

% Para 13.2 of manual on O&M
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ULBs have to generate revenue and incur expendituréD&M activities as no
funding was provided by the State Government. Re®eand expenditure on water
supply in respect of test-checked ULBs during 2Q&Jare given in the chart below.

Chart 4.2 (Zin crore)
Excess expenditure on water supply over revenue dog 2011-16
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Source: Information furnished by ULBs

%Data for the year 2012-13 was not furnished

# Data for the year 2015-16 was not furnished

It is evident from the chart that the expendituswnuch higher than the revenue in
the test-checked ULBs. Audit observed that

i. In four® test-checked ULBs, expenditure exceeded revenmging from

210per centto 468per cent In Manuguru ULB expenditure wa8s39 lakh against
the revenue oRonelakh that too by water tankers. No other revenue wa
generated as water was being supplied through @setaind posts only. Revenue
exceeded the expenditure in Vikarabad ULB; howewerirent consumption
charges and wages were not being included in tipersiture. Further, it was
observed that there was a shortfall in collectibtaaff ranging from 67per cent

to 95per centin five™* ULBs during 2015-16.

ii. For any financially self-sustained water utilithhet tariff should be reasonably
fixed’?. In threé® ULBs, tariff was revised during the period 2012w¢ver, in
Kodad and Bodhan ULBs, tariff fixed during 1996 &D5, respectively, had not
been revised till audit. In Mandamarri ULB, rewisiof tariff proposed in 2009
has not been implemented so far.

70

Bodhan 21(er cent Gadwal 468 er cent Kodad 408 pr centand Metpally 341 @r cent
71

Bodhan 81per cent Gadwal 69er cent Kodad 95per cent Metpally 80per centand Vikarabad
67 per cent

In Manuguru ULB, revision of tariff did not arises water was supplied through public stand posts
Gadwal, Metpally and Vikarabad

72
73
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iii. Government had issued orders (2004) to fix watargds for domestic consumers
at ¥100 per month. In fivé test-checked ULBs, tariff wa&100 during the
review period. In Kodad ULB, water charges werengdevied ak 30 per month
for both residential and non-residential connedioAudit assessed loss of
revenue ag47.26 lak#® per annum (2015-16) due to non-implementation of
Government orders regarding water charges.

iv. In Demand, Collection and Balance (DCB) registerfair ULBs, there were
variations in carrying forward of closing balandepeevious years during review
period. This had resulted in understatement of melt@rges by 29.50 lakh in
two ULBs’ and overstatement &5.47 lakh in twé’ ULBs.

Gap in cost recovery would persist until ULBs tréda water as an economic good
and evolve a proper tariff structure with improwadlection efficiency.

Government accepted (October 2016) the audit obBerv and stated that on
completion of Mission Bhageeratha, ULBs would beised to develop and put in
place a proper cost recovery mechanism.

4.13 Other findings

413.1 Non-utilisation of SDRF funds

State Government had released (2011-16) funds aimguto Z2.90 croré® under
State Disaster Response Fund (SDRF) grant to fduBsUto mitigate adverse
seasonal conditions during summer towards tranasgpamnt of drinking water, repairs
to bore wells and pipelines. However, as of Mar6h&2Z 1.46 croré® was expended
and 1.44 croré® (50 per cen} was lying unspent in four ULBs. Thus, the objeeti
of providing water supply during summer season weasé achieved. During
beneficiary survey, 5per centof the consumers stated that water was being gpli
with a gap of more than two days in summer.

Government stated (October 2016) that all the UiMBse being instructed to submit
the Utilisation Certificates for releases and rethé unspent balance, if any, to the
Government, without furnishing the reasons for nghsation of funds.

4.13.2 Irregularities in payment of electricity charges

i. In respect of High Tension (HT) connections, foe thurpose of levy and
collection of electricity charges, the billing i be on the maximum demand
recorded during the month or §fer centof Contract Demand, whichever is
higher. In Bodhan ULB, actual consumption of eledy was less than
80 per centof Contract Demand, resulting in avoidable expemdiofZ 6.02 lakh

" Bodhan, Gadwal, Mandamarri, Metpally and Vikarabad

5 5,626 House service connections multipliedby € 100Z 30)

% KodadzZ 10.60 lakh and Metpall§18.90 lakh

" GadwaR 0.11 lakh and Mandamagi5.36 lakh

8 Bodharg 0.44 crore, Gadwal 0.37 crore, Manuguri0.68 crore and Vikarab&dl.41 crore
9 Bodharg 0.15 crore, Gadwal 0.03 crore, Manuguri0.65 crore and Vikarab&.63 crore
8 Bodharg 0.29 crore, Gadwal0.34 crore, ManugurZi0.03 crore and Vikarab&.78 crore

Page 71



Audit Report on ‘Local Bodies’ for the year endedavth 2016

during 2011-16. No action was proposed/taken byuhB to review the Contract
Demand.

Government accepted (October 2016) the audit observand stated that all the
ULBs were being instructed to review the electyioionsumption and revise
Contract Demand wherever required.

il. In Vikarabad ULB, due to delay in payment of el@ity bills amounting to
T11.98 crore as of April 2013, power connection afping station of ‘Water
Supply Scheme 2007’ was disconnected (Septembe&®) 2Minimum charges of
%5.20 lakh for the period May — September 2013 vead pn restoration in March
2015 without consuming electricity. This could haveen avoided had ULB
ensured timely payment of electricity bills.

4.13.3 Improper maintenance of cash book

In Manuguru ULB, seven cheques amounting 14.16 lakh were debited in the cash
book, but were not issued to the concerned palidiepayment. This had resulted in
understatement of cash balance of the ULB.

4.14 Monitoring

4.14.1 Conduct of inspections

Public Health & Municipal Engineering (PH&ME) depaent, a State Level
Principal Agency, had to conduct periodical inspewd of water supply schemes
maintained by ULBs. Details of inspections carrma during 2011-16 were not
furnished. In absence of the reports, the inspestearried out cannot be ensured in
the Audit.

Government stated (October 2016) that instructisese being issued to all the
Superintending Engineers (PH) to conduct periodicapections and submit
inspection reports.

4.14.2 Public awareness programmes

As per O&M manudf, public awareness programmes are to be conduetgdarly
for the consumers to sensitise them about potabterwiot being a free commodity
and that it is a value-added commodity with cosplioations with the objective of
achieving better customer relations, greater watenservation, and enhanced
organisational credibility. Audit observed that

I. In two® test-checked ULBs, public awareness programmes m@rconducted.

ii.  Vigilance Committees and Consumer Service Comnsitteemprove the public
awareness were not formed.

iii. Consumer survey was not conducted to obtain feédbam the consumers
about the services at regular intervals for refirtime service standards.

8 Chapter 18 of manual on O&M
82 Kodad and Manuguru
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iv. The authorities were to list out various aspectpuldflic awareness programmes
and work out cost implications for implementing theareness programmes.
Five®® out of seven test-checked ULBs had not made bupgetision for
implementing awareness programmes.

Government accepted (October 2016) the audit ob8ervand stated that all the
ULBs were being instructed to conduct public awassnprogrammes regularly with
the consumers and all other stake holders for #ffecnanagement of water supply
system.

4.14.3 Water and Energy audit

i. As per O&M manudf, water audit of the water supply schemes was to be
conducted to assess the capacity of total wateduysed by the water supply
authority and the actual quantity of water disttédal throughout the area of
service and also to assess losses both phi/sical non-physic&l which needed
immediate attention and control. However, wateritawds not conducted in any
of the test-checked ULBs. Thus the benefits of watedit, such as, containing
loss of water by control of leakages and increaseevenues from under-billed
consumers etc., had not been achieved.

ii. As per O&M manudl, energy audit of a water supply scheme should be
conducted to regulate the energy consumption andetatify the possible steps
needed to conserve energy and to reduce the enesyso that water tariff is
kept as low as possible. Further, large instaltetiare to have energy audit every
year, medium installations once in two years andllsimstallations once in three
years. Energy audit was not conducted in drthetest-checked ULBs.

Government accepted (October 2016) the audit oaservand stated that guidelines
and action plan were communicated to all the UL&sirhplementation of water and
energy audit of water supply systems.

4.14.4 Grievance redressal mechanism

As per O&M manudf, information and facilitation services may be off& under

public relations to address grievances of the publHowever, in none of the test
checked ULBs (except Bodhan) facilitation servicemunters were established for
customer assistance. In Bodhan ULB, a telephoneebasdressal system namely
‘Puravani’ was established. Though fmut of the seven test-checked ULBs

8 Bodhan, Gadwal, Kodad, Manuguru and Vikarabad

8 Chapter 15 of manual on O&M

8 leakage of water in the network from pipes, joiatsl fittings, reservoirs, overflows of reservoirs
and sumps

Theft of water through illegal connections, untéling through defective meters, water wasted by
consumer through open taps, public stand posts etc.

Chapter 16 of manual on O&M

8 Para 18.5 of manual on O&M

8 Gadwal and Vikarabad

86

87
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maintained complaint register, however, disposakcaimplaints, action taken etc.,
were not recorded.

During Exit Conference (November 2016) Governmeatesl that an application for
the purpose was proposed to be designed.

4.14.5 Supervisory Control and Data Acquisition (SCADA) and
telemetry

As per O&M manudf, the inspection, monitoring and control of O&M whter
utility can be automated partially through telemg&tr Telemetry when extended to
include actions based on the data for remote cbofrpumps and other equipment
can be Supervisory Control and Data AcquisitionA8®%%). This would facilitate,
minute real time information from remote terminaituocated at the water treatment
plant, reservoir, flow meter, pumping stations,edod transmitted to a central control
station where the information is updated, displayamud stored manually or
automatically. However, in none of the test-check#.Bs, SCADA or telemetry
system was implemented. Due to the lack of thestes)s, the ULBs did not have the
real time information on water networks to curlkieges, pilferages and unauthorised
connections.

Government accepted (October 2016) the audit observ and stated that ULBs
would adapt telemetry as it was compatible to lowesthnology and which was
immediately accessible. After completion of watappgly schemes under Mission
Bhageeratha, major ULBs were to be provided witiAB& in a phased manner.

4.14.6 GIS mapping

Geographic Information System (GIS) is a computegmm that combines mapping
with detailed information on physical structuresthwgeographic areas. The GIS
creates a database within a mapped area, suchlreetssvalve chambers/manholes,
pipe networks and pumping stations. As per O&M uadH, these maps can be used
to inform the maintenance crew to locate the plaicevork. However, none of the
test-checked ULBs have developed GIS mapping.

Government accepted (October 2016) the audit ohservand stated that efforts
were on to get the GIS developed for use of O&Mvater supply systems in ULBs
under e-governance project to be funded by WorldkBa

" Ppara 12.5 of manual on O&M

%1 Telemetry enables regular monitoring of the datauts of pumping, pressure and flow of water in
distribution system etc.) on real time basis arddéta is reviewed to take decision

SCADA a computer aided system which collectsyestaand analyses the data on all aspects of
O&M

% Para 8.4.2.3 of manual on O&M

92
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4.14.7 Improper monitoring of Water Supply Improvement

In

Scheme (WSIS) in Bodhan

Bodhan ULB, a Water Supply Improvement Schemes weompleted/

commissioned (August 2011) after incurring expamditof¥17.32 crore. Quality
control wing had made (November 2010) certain afs@nms” on execution of the
project. Engineer-in-Chief approved the completieport and the project was handed
over (August 2011) to ULB.

During joint physical verification (May
2016) of the project it was observed thalt
the lapse$ noticed by the Quality
control wing were unattended. Further,
an amount of31.84 lakh was borne
(August 2012) by the ULB towards
repairs to motors and rectification of
leakages during the defect liability §
period?®  without involving the
contractor.

\
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Non-provision of railings to stair case of and 2
flights of ELSR

4.15 Findings of beneficiary survey

Beneficiary survey covering 50 beneficiaries in heatest-checked ULB (350
beneficiaries from seven test-checked ULBs) waslaoted to assess the response of
the consumers with regard to quantity and qualftyvater supplied. The results of
survey are summarised below:

Water meters were not provided to @& centof beneficiaries.

Majority of the beneficiaries (6Qer cen} stated that they were not receiving
water supply daily. 7@er centof the beneficiaries stated that water supply was
not adequate.

Regarding duration of water supply, 8Br centof the beneficiaries stated that
usually water was supplied for one hour or lesseWaas generally supplied (80
per cen} at fixed time.

Majority (51 per cen} of the beneficiaries were using bore well/wellaiddition

to municipal water supply.

70 per centof the beneficiaries were not using water suppbgdhe ULBs for
drinking or cooking purposes.

94

95

96

Non-raising of parapet wall fully, dampness inater, non-provision of covers to valve chambers,
non-finishing of RCC ladder for clear water sumpn+painting of pipes, non-erection of shed to
chlorination plant, non-provision of railings tastcase (1 and 2° flights ) to ELSR

Non-raising of parapet wall fully, dampness inader, non-finishing of RCC ladder for clear water
sump, non-erection of shed to chlorination plaoh-provision of railings to stair case®(and 2°
flights) to ELSR

Two years from the date of completion of project
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vi. 45 per centof beneficiaries felt that water charges levieditliyy ULBs were not
reasonable.

vii. Majority of beneficiaries (8®er cen} stated that public awareness camps were
not conducted.

4.16 Conclusion

Water Regulatory Authority was yet to be establisfo uniformity in operations and
pricing for supply of water. Orders for conservatrecharge of ground water were
not complied with by the ULBs. Water treatmentnidawere not available where
sub-surface was the source. Water supply was itaddgl since distribution network
was inadequate. Flow meters were not installesbatce/treatment plant/distribution
zones. Delay in completion of projects affectetemded provision of potable
drinking water. There was no action plan for maiatece. There was inadequacy in
staffing pattern for operation and maintenance afewworks. Gap between demand
and supply of water persisted. No water meterewestalled for water connections.
ULBs did not install their own laboratories anddguency of tests prescribed was not
adhered to. Revenue did not match expenditure aterwsupply arrangements.
Monitoring was inadequate. Facilitation services grievance redressal were not
established for customer assistance.

417 Recommendations

Audit recommends the following measures for consitien of the Government:

» Measures for replenishment of ground water should btrengthened to ensure
sustainability of water sources.

» Adequate steps should be taken to conduct all typlesrescribed tests to ensure
adherence to the standards for supply of safe drimkwater.

» The system of Operation and Maintenance should leersgthened to avoid
wastage of drinking water and to provide betterdees.

» Water should be treated as an economic good angsstehould be taken to
reduce gap in cost recovery.

Government accepted the recommendations of audit.
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Chapter V — Compliance Audit Paragrap

5.1 Sewerage and Underground Drainage in Urban Areas

5.1.1 Introduction

Jawaharlal Nehru National Urban Renewal MissionNUIRM) was one of the
flagship programmes launchebly the Government of India (Gol) to support vasiou
infrastructural development projects including saion and sewerage in selected
cities/town$. Gol had sanctioned niheunderground drainage projects for State,
during the period 2005-06 to 2010-11. These prsjewtre sanctioned under the
components of Urban Infrastructure and Governangi&), Urban Infrastructure
Development Scheme for Small and Medium Towns (IBMIS) and Urban
Infrastructure Development in Satellite Towns (UIDS JNNURM guidelines
stipulate that funds under UIG component were tshmed in the ratio of 35:15:50,
while under UIDSSMT/UIDST, the sharing pattern w&®:10:10 by Gol, State
Governments and ULBs/other implementing agencespactively.

5.1.2 Responsibility centres
5.1.2.1 State Level

Andhra Pradesh Urban Finance Infrastructure Devedot Corporation (APUFIDC)
was designated (February 2006) by the State Gowsrhras State Level Nodal
Agency (SLNA). It was responsible for appraisingogwsals submitted by
implementing agencies to Gol and also for the imgletation of Under Ground
Drainage (UGD) projects sanctioned under UIG and&8MT components of
JNNURM.

5.1.2.2 Implementing agencies

Public Health Engineering Divisions/Urban Local Besd were the implementing
agencies of JNNURM/State sponsored projects in Stete. These units were
responsible for submission of detailed project regpdo SLNA for appraisal,
accounting of funds received from SLNA, tenderiagyard of contracts, ensuring
adherence to the time schedule as well as qualityvarks executed by the
contractors, furnishing of periodical reports onygibal and financial progress,
submission of utilisation certificates, maintainimgentory of assets created, operate
assets and facilities created etc.

December 2005 with a mission period of seveng/28605-12 extended up to 2014

65 cities/Urban Agglomerations (UAs) across therdry were termed amission cities and other
cities asnon-mission cities’

Four UIG projects to Hyderabad at a cosR®f14.70 crore; one project each of UIDSSMT to
Nizamabad, Nalgonda, Miryalaguda, Karimnagar ULB&225.24 crore and one UIDST project to
Vikarabad ag 64.74 crore
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5.1.3 Audit Approach

Out of the nine projects sanctioned under JNNURMjtsof implementation of fodr
Under Ground Drainage (UGD) projects (three prgjeatder UIG component and
one project under UIDST), completed/in-progressimduthe period 2011-16, was
conducted between January 2016 and May 2016 tessasskether planning was
robust enough to establish UGD projects; fund meamamt was effective;
implementation of projects was effectively carriedt as per the guidelines of
JNNURM, and monitoring mechanism including quaktntrols was adequate and
effective.

Audit methodology involved examination of records Teelangana Urban Finance
Infrastructure Development Corporation (TUFIDC)e tBtate Level Nodal Agency
and the implementing units of selected projectsuning Hyderabad Metro Water
Supply and Sewerage Board and Vikarabad Municipaludit findings were
benchmarked against criteria sourced from Goverhmokindia (Gol) guidelines on
JNNURM; Central Public Health and Environmental i&egring Organisation
(CPHEEOQO) Manual; guidelines/ orders/circulars igshg Gol/State Government/Nodal
Agency; Detailed Project Reports of the selectegjepts, Andhra Pradesh Financial
Code etc.

Audit findings
5.1.4 Planning

5.1.4.1 Unjustified selection of project

With the objective of reducing burden on alreadrstrained Mega/Million plus
cities, JNNURM guidelines provided for urban infrasture in Satellite
Towns/Counter Magnets of Million plus cities unddDST. Satellite towns had to be
developed in the future development areas of tHeomiplus urban agglomerations
covered under JNNURM. The towns were to be planfeeda population of
3 lakh - 5 lakh in case of million plus cities ahtakh - 10 lakh in case of mega cities.

The population of Vikarabad town was 53,185 as3fdrl census and the projected
population was two lakh up to the horizon year 20Bie town was situated at a
distance of 68 km from the Mega city, Hyderabadn¢t¢e based on the criteria of
population and urban agglomeration the proposabke up the water supply and
sanitation project in Vikarabad town under JNNURI/gswot justified.

Government stated (September 2016) that in antioipaf future growth, Vikarabad
town was selected after thorough examination ofteng infrastructure and proximity

* UIG- (i) Rehabilitation and Strengthening of SewerageteSysin Old City Area- South of Musi
Zone-l, Hyderabad (ii) Rehabilitation and Strengihg of Sewerage System in Old City Area-
South of Musi Zone-ll, Hyderabad (iii) Undergrouridrainage project to Rajendranagar,
Hyderabad(part of combined project of Water Supply and Satiobn) and UIDST - (iv)
Underground Drainage project to Vikarabgthrt of combined project of Water Supply and
Sanitation)
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to the Mega City, Hyderabad. However, the town haidmet the criteria for selection
under UIDST.

5.1.4.2 Improper planning in prioritisation of projects

Hyderabad Metro Water Supply and Sewerage Board VWB#8B) had prepared
Detailed Project Report (DPR) for comprehensive ewasupply scheme for
Rajendranagar in February 2008 and for Sewerageersysn June 2008. Gol
sanctioned the sewerage project in January 20Q6r,Uzased on the request of public
representatives to prioritise water supply in thesllwdeveloped areas of
Rajendranagar, a combined DPR on Water Supply angi®dge components, in lieu
of the original individual projects, was prepar&byember 2009) and submitted to
Gol. The combined project &f314.26 crore was sanctioned by Gol in January 2010.

Audit observed that in the combined DPR, State Gowent had reduced the scope
for coverage of both water supply and seweragditfasiindicated in their respective
original DPRs (February 2008/June 2008). Againstdlsewerage zones proposed to
be covered in original DPR of sewerage system, onky zone was included in the
combined project. As a result, cost of the combipegject aR314.26 crore was far
less than the sum of the cost640.74 crore) of individual projects of water syppl
(¥ 305.67 crore) and sanitatiofi335.07 crore). As of May 2016, no proposals were
initiated under any Gol/State Government progranisceemes for coverage of water
supply and sanitation in the left out areas.

Government stated (September 2016) that proposalsft out areas were submitted
to different financial institutions, such as, Gre@limate Fund, JICA etc., which
were under process. However, the fact remainedhleadreas were left unserviced by
UGD facilities.

5.1.4.3 Detailed Project Reports

As per the guidelines of INNURM, implementing agesavere required to submit
Detailed Project Reports (DPRs) to SLNA for ap@hiend to forward the same to
Gol for consideration of assistance under the Rwogre. DPRs of UGD projects
were to be prepared as per the guidelines givetinenCentral Public Health and
Environmental Engineering Organisation (CPHEEO) Mdrof Sewerage and Sewage
Treatment. DPRs of all the test-checked projectsnsited by State Government
during January 2007 and September 204@re approved by Gol. On scrutiny of
DPRs of test-checked projects, the following shmrtings were observed in audit.

i.  Unrealistic projection of population As per CPHEEO manual, the design
population was to be estimated by paying attenteomll factors - industrial,

Japan International Cooperation Agency

()Rehabilitation and Strengthening of Seweragst&n in Old City Area- South of Musi Zone-l,
Hyderabad - January 2007 (ii) Rehabilitation ameti®jthening of Sewerage System in Old City
Area- South of Musi Zone-ll, Hyderabad — July 20Q#i) Underground Drainage project to
Rajendranagar, Hyderabad (part of combined praf®ater Supply and Sanitation) — November
2009 and (iv) Underground Drainage project to Vaked (part of combined project of Water
Supply and Sanitation) — September 2010

6
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commercial, educational, social and administratiogoverning the future
growth and development of the project area. Spdeietiors causing sudden
immigration or influx of population, floating poptlon including persons
visiting as tourists, pilgrims or for work were @l§o be factored in as far as
possible.

It was observed from the DPRs of sewerage systarttsei old city area in the
South of Musi Zones | and Il that the projected ywapons of the areas,
proposed to be covered under the projects up thdheon years 2036 and 2041
respectively, were taken as 40,40,70fased on the data obtained from
Hyderabad Urban Development Authority. Audit, hoew® observed that the
projected population lacked details such as wagkwbreak-up, or the
calculations showing growth in population etc. Rartthis did not match the
details of population (20,60,4%9maintained by the then Municipal Corporation
of Hyderabad (now Greater Hyderabad Municipal Coapon). The floating
population was also not factored in DPRs.

Since the works to be executed were based on D@&Minelusion of floating
population data had led to inaccurate assessmentdiks to be taken up for
creation of infrastructural facilities.

Government stated (September 2016) that the zariatjction was different in
respect of HMDA and GHMC. HMDA population project®were reported to
be for planning zones.

Notwithstanding reply of the Government that thej@cted population based on
HMDA was for planning zones, the fact remained thatDPR had not depicted
the method adopted for growth in population andtflay population as well.

Proposals without Sewerage Treatment Plants (STH$)e DPRs of sewerage
systems in the old city area on South of Musi Zbaed I, sewage of 482.49
MLD® was projected without proposing the STPs, as reduiy the guidelines,
while only 94.01 MLD® of sewage was proposed to be diverted to theiegist
STP at Nagole. Thus, there were inadequate amaerys for treatment of
sewage and due to improper planning and defectRR,intreated sewage was
flowing into river Musi, causing environmental heds The issue has also been
discussed subsequently (Para 5.1.7.i.)

Government stated (September 2016) that in ordecuail the sewage
pollution to the river Musi, proposals for constian of STPs were under
submission to the various funding agencies.

Inadequate design of STPAs per CPHEEO Manual, the design period for
long term plan should be 30 years and five yearsHort term plan. In the UGD

7
8
9

Zone |- 12,15,700, Zone 11-28,25,000
Zone |- 5,03,498, Zone II- 15,56,921
Zone |- 143.49 MLD, Zone II- 339 MLD

10 Zone I- 46.93 MLD, Zone lI- 47.08 MLD
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project of Rajendranagar, 46.42 MLD of sewage wagepted up to the horizon
year 2041. However, STPs were designed (Novemh@9)20 handle only 28

MLD of sewage up to the year 2011 (two years), Whi@as less than the short
term plan stipulated in CPHEEO Manual.

Government stated (September 2016) that preseswlgige proposals with STPs
were taken up only for one zone, and hence, 28 MEIPs were taken up.
However, the projection of 46.42 MLD indicated i’ R also pertained to only
one zone for the design period.

5.1.5 Fund management

Under the INNURM, Gol and the State Governmentrabghsed funds to State Level
Nodal Agency (SLNA) for onward disbursement to theBs/other implementing
agencies. First installment of 2&&r centof Gol grant was to be released on signing
the Memorandum of Understanding (MoU) by the St@mvernment/ULB/other
implementing agencies for implementation of the INRW projects. The balance
assistance was to be released in installments lamission of Utilisation Certificates
(UC) and fulfilment of other conditions, as agregxbn in the MoU.

Funds released / expenditure incurred towards img@htation of test-checked
projects as of March 2016 are giverAppendix-5.1

5.1.5.1 Shortfall in releases

Audit observed shortfall of 122.96 crore in the release of grants by both Gal a
State Government in all the test-checked projeatsshown in theAppendix-5.1
Short release of funds by Gol was attributed to-simmission of utilisation
certificates and delay in completion of the prggect

Specific reasons for not releasing funds by Statee@iment were not on record. As
a result, ULB/implementing agencies had to spendxcess of their share, despite
their poor financial position. In three test-chetkeéGD projects, they had to incur
expenditure 1per centin excess of their own share.

Government accepted the observation and statedtef8bpr 2016) that timely
submission of UCs would be ensured in future.

5.1.5.2 Creation of Revolving fund

JNNURM guidelines stipulated that p&r centof Gol and State Government releases
should be recovered from the implementing agenaiwk ploughed into a revolving
fund for financing further investments in infrastture projects. At the end of the
mission period, the revolving fund had to be graeddo a State Urban Infrastructure
Fund. Audit observed that the State Governmentriwdctreated any such revolving
fund. The revolving fund was not created despitemetion of extended JNNURM
Mission period in 2014.
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Government accepted the observation and statedef8bpr 2016) that on receipt of
fund, it would be utilised through Telangana Sthidan Infrastructure Financial
Services Limited (TSUIFSL).

5.1.5.3 Imprudent disbursement of releases as loan

As per the guidelines of JNNURM, the Nodal Agencyswto disburse central
assistance to implementing agencies as soft l|aamfgum-loan/grant. State
Government issued (July 2006) instructions to SLNdisbursement of Central and
State assistance as grant-cum-loan. AccordinglWAkoncluded loan agreements
(January 2011 — November 2013) with Hyderabad Métader Supply and Sewerage
Board (HMWSSB), an implementing agency responditteexecution of three test-
checked UGD projects for an amoun&®1.13 cror&" with recovery of principal and
interest £54.98 cror& at the rate of 7.5er centper annum) amortised over a period
of 15 years.

Audit observed from the financial statements thWMSSB had poor financial
position; as such a grant should have been sanctionecéhefea loan. As of March
2016,333.06 crore (Principa 10.83 crore and Intereg22.23 crore) was due to be
paid to SLNA, but the Board was not able to regegy lban installments due to their
poor financial position.

Government accepted (September 2016) the poordiagposition of HMWSSB and
stated that funds were released as loan-cum-gréhttie intention of creating a
revolving fund. The reply did not address the concaised by Audit.

5.1.5.4 Non-accountal of Interest earned by implementingeatgies

Gol had issued (March 2013) directions to the Staiecredit the interest earnings on
the grants received for ongoing projects to theuaht accounting head meant for
interest receipt of Gol. Funds released towarddeampntation of UIG projects were
deposited in Syndicate Bank, Khairatabad by HMWSHBwever, the details of
interest accruals on deposits and their treatnmeatcounts were not indicated in any
of the UCs submitted to SLNA.

Government accepted (September 2016) the auditvaism and also stated that an
amount oR 63.49 lakh was earned towards interest to endrof 2016. However, the
amount was not credited to Government account.

™ Musi-I (Principal: 28.57 crore), Musi-Il (Principalz25.13 crore), Rajendranagar (Principal:

% 27.43 crore)

Musi-l (Interestz19.30 crore), Musi-ll (Interes€ 16.98 crore), Rajendranagar (Interet8.70

crore)

13" Excess income over expenditure: 2007308) 14.52 crore; 2008-0% (-)58.06 crore; 2009-10
% (-)84.10 crore; 2010-1K (-)111.34 crore; 2011-12(-) 61.80 crore; 2012-18 (-) 62.83 crore;
2013-14% (-) 101.70 crore; 2014-15(-) 136.48 crore; information for the year 2015i4 &waited

12
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5.1.6 Execution of projects

Audit reviewed execution of four projects. The abijpes and backgrounds of the
projects are given iAppendix-5.2 Status of execution of the projects as of May&201
is summarised below:

Sewerage Systen] Sewerage Syste

Details in Old City area | in Old City area UGD in UGD in
on South of Musi | on South of Musi | Rajendrangar** Vikarabad
(Zone - 1) (Zone —II)

Date of sanction

of project by Gol YEL) 2007; August 2007, January 2010 September 2010;
and the project IegraRiNe{eol(= ¥ 251.25 crore I314.26 crore ¥ 64.74 crore
cost

Date of according
administrative May 2007; December 2007; March 2010; June 2011;

Sl NOASIEIE T 148.81 crore % 251.25 crore T314.26 crore  ¥87.13 cror&
Government

Date of technical JRILRZI:k February  2008; May 2010; June 2011;
sanction T 162 crore 3247.85 crore Z314.26 crore ¥ 72.47 cror&®

Contract value ¥ 150.97 crore ¥ 238.46 crore Z176.16 crore I 78.61 crore

December 2008 - November-

AT February 2010 Decemer 2008 i 0915 2010 I Ty 2002
in 3 packages 3 packages
Stpufaicdidaie 24 months 24 months 24 months 24 months

for Completion

SUSIRISERS 161 92 crore 179.90 crore  ¥223.66 crore < 46.95 crore

May 2016

Stated to have Two packages 97 per centof Stated to havg
been completed completed, third project work is been completed.

Status Work _ _ packagg nearin¢ completed. Work _ _
completion/Taking completion completion/Taking
over reports not or over reports not on
record. record.

Delay 18 More than five More than five More than four More than two

completion years years years years

It could be seen from above that all the test-chdqkrojects were delayed for periods
ranging from two to more than five years. Of theurfaest-checked projects,
Rajendranagar project was nearing completion ared ghrcentage of physical
progress was 9@er cent Although Musi | and Vikarabad projects were giatehave

1 Details are combined figures of water supply saitation
15 with the increased rates as per new SSR
16 excluding the cost of O&M fc¥ 14.66 crore included in administrative sanction
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been completed, completion reports followed by vagithking over reports were not
on record. As regards Musi Il project, executiomoirks relating to two out of three
packages was completed and the third package veamgeompletion (May 2016).

Implementing agencies attributed (April-May 2016¢ delay in execution to change
in alignment of pipelines, additional coverage céas, delay in shifting of utilities
and delay in land acquisition/permission from othgencies. In respect of Musi Zone
| project, expenditure had exceeded the projedtlmp¥ 13.11 crore as of May 2016.
Delay had resulted in letting untreated water Migsi river in respect of Musi Zone |
and Il projects. As regards the projects of Rajandgar, the underground drainage
lines and safe disposal system had not been prwidthe intended areas.

Government accepted (September 2016) the obsenvatith regard to excess
expenditure incurred in respect of Zone 1.

5.1.6.1 Award of works

As per Government orders (July 2003), the tendee@tng authority was to verify

the correctness of certificates submitted to mieeteligible criteria. For experience,
the authenticated agreements of previous worksuteedy the lowest tenderer were
to be verified. However, these instructions in extpof the following test-checked

projects were not followed.

The conditions of tenders invited (August 2007 nell2011) by HMWSSB for
execution of Sewerage system in South of Musi Zo&eH and by Public Health
department for UGD Vikarabad had provided for uglng of essential documents on
the e-procurement platform by tenderers, based lmohwtechnical bids were to be
evaluated. However, all these works were awardegtidéacontractors despite gaps in
certain key parameters in the technical bids sgcbvarall responsiveness, execution
of minimum quantities of work and critical equipmiench as cranes for laying pipes,
excavators etc.

Government stated (September 2016) that the evahuatas carried out by the

competent authority on the credentials uploadethbybidders and the bidders were
found responsive and that the genuineness of tkdentials uploaded by the

successful bidder was verified at the time of coditlg agreement.

The reply did not address the specific concerrsetaby Audit and no evidence or
record could be shown to Audit to the contrary.

5.1.6.2 Consent from Pollution Control Board

As per the provisions of Air and Water Prevention £ontrol Acts, 1931 and 1988,
respectively, the consent of State Pollution Cdridmard was required to be obtained
before establishment of sewerage treatment andsh§system. Of the four test-
checked projects, STPs were proposed in Rajendsarsagl Vikarabad projects. In
respect of STP for Vikarabad project, the implenmgntagency had applied for
permission (December 2014) after commencementeotdmstruction work (January
2012) and the same was awaited as of August 20&fnigsion for STPs of
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Rajendranagar project had not been sought as of2@4¢. Thus, the construction of
STPs’ was taken up without obtaining the permission frdm State Pollution
Control Board.

Government accepted the observation and statede(@bpr 2016) that the audit
findings would be noted for future guidance.

5.1.6.3 Avoidable payments to contractors

On scrutiny of records of the test-checked projdbis following avoidable payments
to the contractors were observed.

Labour cess As per Government orders (2008), a provision teabe made in
the estimates towards labour cess at pee centof the cost of work for
subsequent deductions from the contractors’ bilisl aemittance to labour
department. Accordingly, a provision f866.41 lakh was made in the estimates
of UGD project of Vikarabad. Instead of recoverthg same directly from the
bills, the department irregularly add&d6.25 lakh in the bills and recovered the
same amount towards labour cess. This had leddoeubenefit oR 46.25 lakh
to the contractor.

Value added taxValue Added Tax (VAT) at fouper centwas included in the
estimates prepared for manufacture, supply andeatgliof RCC S/S NP3 class
pipes of various diameters of UGD Project of Viked. In the 18 running
account bill VAT was added and finally recovereahfrthe contractor. Inclusion
of VAT in the estimates as well as agreements teduh undue benefit &7.58
lakh to the contractor. The Department replied (NM8¢6) that VAT component
at raw material stage was different from the stafginished product. The reply
was irrelevant since VAT was separately added m rlnning account bill
despite having already been provided for in thereges.

Arithmetical inaccuracy: The unit rate for jointing with rubber ring and tiag

of RCC NP3 pipes 1000 mm dia as per contract381.96 per RMT with a
provision for excise duty &14.99 (at 8.24er cen} per RMT in UGD project of
Rajendranagar. Against this, the excise duty181.64 per RMT was incorrectly
applied. This resulted in excess paymer 663 lakh to the contractor.
Government accepted the observation and statedef8bpr 2016) that excess
payment made, if any, to the agency would be reealeduly examining the
calculations.

Dewatering pipeline trenches and fencing / watchirdighting charges The
agreement conditions of UGD Rajendrangar and #teofi items as per Bill of
Quantities enclosed to agreement differed in rdspedewatering of trenches,
fencing, watching and lighting. As per the agreetreamnditions, the contractor
should provide and work for dewatering of trench&s)cing, watching and
lighting at his own cost, whereas in bill of quéies, these items of work were to
be paid to contractor. This was a case of defediyeement. An amount of

7 STPs in UGD (i) Vikarabad -13 MLD (ii) Rajendraysa - 23 MLD at Attapur and 5 MLD STP at

Miralam

18 Running meters
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¥76.63 lakh was paid (June 2015) to the contraabor suich works during
execution of the project.

Government stated (September 2016) that no provisias made in the
agreement that the contractor should provide andk ved his own cost for
dewatering of trenches. In respect of other itatmsas stated that, the contractor
had to bear the costs.

The reply was not acceptable as dewatering of hefiavas included in the
agreement under the clause ‘other aspects of wamred under excavation’.

5.1.7 Recycle and reuse of treated water

As per the provisions of CPHEEO manual, adequaiaspshould be made for safe
disposal and treatment of sewage water. Audit ®keskthat,

i. Of the four test-checked projetissewage water was treated (as of June 2016)
only in respect of two projects (Sewerage syster8dath of Musi - Zone | and
Il). Sewage generated from these two projects weatdd in STP, Nagole.
However, only 94.01 MLEP out of 187.45 MLB' sewage water generated from
Musi Zone | and Il projects was planned to be &edatt STP Nagole. Thus, there
was inadequacy against 1p@r centbenchmark prescribed by Gol. The State
Pollution Control Board issued notice in July 2Gléting that a lot of flow was
received from upstream and that STP, Nagole wasgainly 170 MLD of waste
water and the remaining sewage water was passioghe river Musi.
Government stated (September 2016) that the segageration projection was
for ultimate horizon year (30 years), whereas tHéP<Staken up were for
intermediate horizon years (15 years) as per thedstd norms/guidelines.
However, the capacity of existing STP at Nagole hlidady reached its peak
capacity and the remaining sewage was being dovéotever Musi.

il. Household connectivity was made in Rajendranagajegr and the STP at
Attapur was under trial run and at Miralam it wasder construction.
Construction of STP in Vikarabad project was nompteted. Execution of
projects was delayed for two to five years resglimnon-completion of STPs in
time.

Government accepted (September 2016) that the @/ERs not commissioned
except at Vikarabad.

iii. As of March 2016, there was no arrangement foraleay and reusing of treated
water, even though Gol prescribed benchmark gbeétOcentin this regard. Both
the treated as well as untreated sewage watemigelat Musi Zone | and Zone |
projects were being let out into the Musi river.eTBepartment stated (May
2016) that considerable capital investment would Heguired to make

9 (i) Rehabilitation and Strengthening of Seweraget&ysn Old City Area- South of Musi Zone-I,
Hyderabad (ii) Rehabilitation and StrengtheningSefverage System in Old City Area- South of
Musi Zone-ll, Hyderabad (iii) Underground Drainageoject to Rajendranagar, Hyderabad
(iv) Underground Drainage project to Vikarabad

20 Zone 1- 46.93 MLD , Zone Il - 47.08 MLD

1 Zone 1- 73.33 MLD , Zone Il - 114.12 MLD

Page 86



Chapter V — Compliance Audit Paragrap

arrangements for utilising treated sewage watersuoh cases cost benefit
analysis would require to be made.
Government stated (September 2016) that HMWSSBplaming to introduce
additional modules for tertiary treatment on plaisis for recycling and reuse of
treated sewage water.
Letting out untreated water into the river was lobtm be environmentally hazardous
to aquatic life and public health in general.

5.1.8 Monitoring

Audit observed that the monitoring mechanism tous:gimely completion of the
projects and quality checks was not adequate asfsma the following.

i. HMWSSB was engaging third party quality control mges for conducting

quality control checks on works. Even though HMWS8&d eight project
divisions and 20 operation and maintenance divssiinhad not established its
own laboratory. Government stated (September 20b&) the matter of
strengthening quality control and vigilance divisécircles and also
establishment of laboratories with suitable equiphier testing various materials
were under consideration.

In respect of UGD project of Vikarabad, agreemeithwhird party quality
control agency had expired in March 2015. Howeitehad not been extended
even though the work was still in progress. Governinstated (September 2016)
that the agreements with agencies were closed altigetr inability to continue
their services. As such quality tests were condldig departmental quality
control wing. However, no departmental test repodsge furnished to audit.
Quality Control wing had pointed (March — June 2000t various omissions
such as non-provision of grooves on the framesgcd8ification on pre-cast
manhole covers and variation in thickness of coeérs on the execution of Musi
| and Il projects, as detailed Wppendix-5.3 Audit observed that there was no
action taken reports on the deficiencies reportgdgibality control wing and
ATRs were not furnished by the executive agenay.the absence of ATRs, the
quality of the works executed could not be asceethiin audit. Government
stated (September 2016) that detailed circular @vdnd issued for compliance
with regard to corrective action to be taken onaiexficy reports.

5.1.9 Conclusion

Audit observed various shortcomings in the plannargl implementation of the
project. Arrangement for treatment of sewage wasdeéquate. There was shortfall in
release of funds by Gol and State Government. Gmitgvas sanctioned as loan to
implementing agencies. Works were awarded, evenmgthamportant qualifying
parameters were not satisfied by the contractoosisént of State Pollution Control
Board was not obtained for installation of seweragatment plants. Projects were
not completed within the stipulated period. Defndies were noticed in monitoring
mechanism. Environmental hazards and public heetthcerns were not fully
addressed.
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5.2 Delayed remittances of EPF contributions resulted in
avoidable expenditure

Failure of Greater Warangal Municipal Corporation (GWMC) in timely
remittance of provident fund contributions resulted in avoidable expenditure
of ¥2.80 crore towards damage charges and interest

As per the provisions of Employees’ Provident FurfE®F) and Miscellaneous
Provisions Act 1952, the employer shall remit theoveries effected from the wages
of employees on account of Provident Fund (PFh&oRund Commissioner within
15 days after the end of the month. Failure toitresach recoveries within the
prescribed time attracts damage chargest exceeding the amount of arrears along
with interest at the rate of Yi&r centper annum.

During the audit (January 2015) of records of Cossioner, Greater Warangal
Municipal Corporation (GWMC), it was observed thiz Corporation had recovered
%10.01crore towards PF contributions from employees ffiar period from January
2011 to November 2013, which was to be remittethto Regional Provident Fund
Commissioner. However, delay was noticed in rengtthe recoveries, ranging from
one month to thirty three months. The Regional Plent Fund Commissioner had
issued (March 2014) the notice for damage chargdsirgerest amounting t©2.80
croreé for delayed remittances of contribution by the @wation. GWMC had paid
Z2.55 crore in March 2015 ar®@0.25 crore in October 2015 from the Municipal
General Fund as damage charges and interest, wiaisha loss to Corporation; the
fund meant for other developmental works was atdised as interest and damages.

State Government accepted (June 2016) the audit\@igon and stated that the delay
in remittances was due to the lack of sufficieaffsind expertise in payment through
online systerft introduced by EPF authorities (effective from A@012i.e., March
paid in April).

5.3 Unfruitful expenditure on construction of office building

Failure to ensure adequate funds for construction fo office building for
Nizamabad Municipal Corporation resulted in unfruit ful expenditure of¥1.87
crore

The State Government had accorded (March 2008}isarfor the construction of a
new office building for Nizamabad Municipal Corptoa from the funds available
under a State sponsored schenRajiv Nagar Batd” at an estimated cost of
¥3.28 crore. ltems of works as per estimates induaévil works, internal

electrification, water supply and sanitary arrangats, etc. Government initially

Five per cent(for delays less than two months), 4€r cent(for delays above two months and less
than four months), 1%er cent(for delays above four months and less than six th&)nand
25 per cenf(for delays six months and above)

Damage chargésl.86 crore and intere$10.94 crore

Payment of contributions through Electronic Clialtum Return (ECR)

Introduced by State Government in 2005 for infuacture development in urban areas
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released (July 2008) ¥ 1.50 crore to the Nizamabad Municipal Corporation (NMC) for
taking up the construction work. As per the availability of funds, NMC had invited
(February 2009) tenders for construction of office building (civil works only) and
entrusted (February 2010) the work to the contractor at a contract value of ¥1.87
crore. The work was completed in August 2011 after incurring an expenditure of
¥ 1.87 crore. The expenditure in excess of Government released was made by NMC
from its own funds™.

On scrutiny (April 2015) of the records of NMC audit observed that the building was
not occupied by Corporation, as certain civil works such as flooring, painting and
other essential works relating to electrification, water supply, sanitary items, furniture
etc., were not initiated. State Government had not released the balance amount of
% 1.78 crore (¥ 3.28 crore minus T 1.50 crore) to NMC for taking up the other essential
works quoting (February 2016) other committed expenditure. Corporation had also
not initiated any action to complete the other essential works with their own
resources, despite having funds available with them, leaving the works unattended as
of July 2016.

The building remained incomplete since August 2011 rendering the expenditure of
¥ 1.87 crore incurred completely infructuous.

The matter was reported to Government in September 2016; reply has not been
received (December 2016).

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

26 Building Penalisation Scheme/Land Regularisation Scheme funds
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Appendices

Appendix-1.1
(Reference to paragraph 1.3 page 3)
Statement showing district-wise and department-wisdevolution of funds to PRIs during 2015-16
 in lakh)

Animal Backward Classes Fisheries
Husbandry Welfare Department
Department Department

Name of the
District

Adilabad 0

Karimnagar 0 0 762.93 762.93
Khammam 0 0 132.46 132.46
Medak 0 0 0.75 0.75
Nalgonda 57.77 0 187.00 244.77
Nizamabad 0 5.75 3.75 9.50
Rangareddy 0 5.75 17.06 22.81
Warangal

1,896.59
Source: Information furnished by Commissioner, Peyat Raj and Rural Employment

1,989.94

Appendix-2.1

(Reference to paragraph 2.1.3.1 page 15)
Brief of Panchayat Enterprise Suite applications

Namg Of. the Brief Description
Application
1 Local Government This application is used to generate unique codedoh State/UT
Directory (LGD) District, Sub-District, village and any other logglvernment body

which will be used among all the other applicatiofthe PES.

2 Plan Plus It captures different types of activities (Publico¥ks, Beneficiaryj
Oriented Programme, etc.) planned in a local bo@rain
Panchayat - GP). It facilitates convergence of suftdm Central
and State sponsored schemes and other resouraekiitess the
needs of the people and also facilitates trackihfuod flow to
GP.

3 Panchayat Ra PRIASoft manages complex accounting proceduresapyucng
Institutions  Accounting the 3-tier classification of Panchayat Raj Institns (PRIs) and
Software (PRIASoft) generates all the reports in the formats prescribgdhe sub-

committee on Budget and Accounting Standards fds PR

4 Action Soft Action Soft aims at monitoring and keeping recofdhe progress
of the works being undertaken as part of the ammoplans
(Action Plan) of various Urban Local Bodies (ULBjural Local
Bodies (RLB) and Line departments as availablelam Plus.

It also facilitates proper recording of the Finahcnd Physical
progress of the works.
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5 National Asset Directory
(NAD)

Area Profiler

National Panchaya
Portal (NPP)

8 Service Plus

) Social Audit & Meeting
Management (SAMM)

10 Training Management

11 Geographical
Information System
(GIS)

NAD acts as a repository of various assets createdtrolled/
maintained by RLBs/ULBs/Line Departments and assigiode to
each asset for its unique identification leading dffective
utilization of the assets.

Area Profiler envisages facilitating the Local Gowaent Bodies
to manage their socio-economic information, dempigical
information, public infrastructure and amenitiel.has details of
the elected representatives and other officialskingrin Local
Governments and also acts as a centralized databiases the
information will be available to other e-PRI applions for
effective use.

NPP aims to provide a unique website to each PRéncountry,
and generates dynamic portals for each district cipayat,
intermediate panchayat, village panchayat, StatedBpartment
and MoPR website. It also facilitates content ngenaent.

Government of India, State Governments and Locale@onents
provide various services to the citizens. Servites Rs a web
enabled generic application to enable electroniwely for all the
services provided by the Government to the citizeenables the
administrator to define and customize the servaesording to
local needs.

Social Audit process involves auditing of varioushemes by
Social Auditor and Social Audit facilitator and soigsion of the
audit report. SAMM aims to understand, measure \&@rdy the
works undertaken under different schemes by theclirgmt and
improves performance of respective Panchayats.

This software helps institutions in capturing thaifiing demand
or needs of the elected representatives, officaisl citizens
(potential trainees). It also helps in preparatioh training
calendar and resource estimation.

It is a spatial layer to view all data generatedalbyApplications on
a GIS map.

This application is under development.

Source: e-Panchayat portal
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Appendix-2.2
(Reference to paragraph 2.1.5.12 page 26)
Misclassification of vouchers in PRIASoft
Receipt vouchers

To be classified as per

Classified as per data available ’
accounting rules

Particulars

Major

Major Head (Description) Head

Description
7l SESN 919 vouchers
pertaining to
Interest receipts

on bank amount/ 0035 (Taxes on property other than
deposit agriculture land)

0028 (Taxes on Profession, trades etc 0049 Interest receipts

0030 (Stamps & Registration fee)

0515 (Panchayat raj programmes)
1601 (Grants-in-aid)

7610 (Loans to panchayat employees
8550 (Civil advances)

8782 (Cash remittances and
adjustments between panchayal

3,441vouchers 0515 (Panchayat raj programmes) 0035  Taxes on property

pertaining to other than

house tax and agriculture land

water tax Water supply &
0215  sanitation

101vouchers 0515 (Panchayat raj programmes) 0028  Taxeson

towards Profession, trades

profession tax etc.

141vouchers 0515 (Panchayat raj programmes) 0030 Stamps &

towards Stamp Registration fee

duty/ adjustments

913vouchers 0028 (Taxes on Profession, trades etc 0035  Taxes on property
towards house tax other than
agriculture land

116vouchers 0028 (Taxes on Profession, trades etc 0030 Stamps &
towards Stamp Registration fee
duty/ adjustments

2512vouchers 0028-101 (Profession tax) 0028-  Share of net
tovyards 0028-102 (Trade tax) 901 proceeds assigned
adjustment by to panchayats

treasury under 0028-103 (Trade licence fees)
profession tax etc.
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2l 128vouchers

pertaining to
Interest receipts
on bank amount/
deposit

143vouchers
towards Stamp
duty/ adjustments

1227vouchers
pertaining to
house tax and
water tax and
other taxes

1151vouchers
towards water tax/
tap fee

367vouchers
towards house tax

09vouchers
towards Stamp
duty/ adjustments

1866 vouchers
towards
adjustment by
treasury under
profession tax etc.

0028 (Taxes on Profession, trades etc 0049
0515 (Panchayat raj programmes)

1601 (Grants-in-aid)

0515 (Panchayat raj programmes) 0030
0515 (Panchayat raj programmes) 0035
0215

0028 (Taxes on Profession, trades etc 0215
0030 (Stamps & Registration fee)

0035 (Taxes on property other than
agriculture land)

0045 (Taxes on duties and
commodites

0059 (Maintenance of Community
Assets

0216 (Rural Housing)

0515 (Panchayat raj programmes)
1601 (Grants-in-aid)

4000 (Capital Receipts)

8443 (Civil deposits)

8782 (Cash Remittances and
Adjustments between Panchayats

0028 (Taxes on Profession, trades etc 0035

0028 (Taxes on Profession, trades etc 0030

0028-
901

0028-101 (Profession tax)
0028-102 (Trade tax)
0028-103 (Trade licence fees)

Interest receipts

Stamps &
Registration fee

Taxes on property
other than
agriculture land

Water supply &
sanitation

Water supply &
sanitation

Taxes on property
other than
agriculture land

Stamps &
Registration fee

Share of net
proceeds assigned
to panchayats
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2014-15

2015-16

Payment vouchers

Particulars

734vouchers
towards
maintenance and
laying of CC
roads

33vouchers
towards GPF
payments

882vouchers
towards
construction of
drainage and
pipeline, bank
charges,
maintenance
charges etc.

332vouchers
towards
maintenance and
laying of CC
roads

Classified as per data available

Major

Major Head (Description) Head

3054-
101-40

2049 (Interest payments)

2059 (Maintenance of community
assets)

2205 (Art, culture and libraries)
5054-

2211 (Women & child welfare) 101

2215 (Water supply & sanitation)
2216 (Rural housing)

2225 (Welfare of SCs/STs & other
weaker sections)

2408 (Public distribution system)
2501 (Poverty alleviation programme)
2515 (Panchayat raj programmes)

4215 (Capital outlay on water supply «
sanitation)

4515 (Capital outlay on Panchayat raj
programme)

2215 (Water supply & sanitation) 8009
2515 (Panchayat raj programmes)

4515 (Capital outlay on Panchayat raj
programme)

2049 (Interest payments)

To be classified as per
accounting rules

Description

Transportation -
Roads -
Maintenance &
repairs

Capital outlay on
transportation -
Construction of
village/ district
roads

Provident fund

To be classified under

relevant headgiz., MH-4215
(Capital outlay on water
supply & sanitation) for
construction of drainage &
pipeline, 2059 (Maintenance
of community assets) for
maintenance charges etc.

2049 (Interest payments) 3054-
2059 (Maintenance of community 101-40
assets)

2215 (Water supply & sanitation)

2225 (Welfare of SCS/STs & other ig‘;""

weaker sections)
2515 (Panchayat raj programmes)

2801 (Rural electrification)

Transportation -
Roads -
Maintenance &
repairs

Capital outlay on
transportation -
Construction of
village/ district
roads
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sanitation)

programme)

towards GPF

payments
8443 (Civil deposits)

205vouchers 2049 (Interest payments)
towards bank

charges, purchase

of water supply

materials, CC

road etc.

4215 (Capital outlay on water supply «

4515 (Capital outlay on Panchayat raj

18 vouchers 2215 (Water supply & sanitation)

2515 (Panchayat raj programmes)

8009 Provident fund

To be classified under
relevant headsiz., MH-2215
(Water supply & sanitation)
for purchase of water supply
materials, 2515 (Panchayat
raj programmes) for bank
charges which is part of
administrative expenditure o
PRIs.

=

Appendix-2.3

(Reference to paragraph 2.2.4 page 36)
Status of incomplete/not commissioned projects as August 2016

Name of Scheme District

Providing CPWS Scheme to uncovered Medak
habitations in Chegunta and Doulthabad

Mandals

Providing CPWS scheme to uncovered Medak
habitations in Narsapur, Kowdipally,
Kucharam and Hathnoora Mandals

Providing CPWS scheme to uncovered Medak
habitations in Gajwel, Mulugu, Toopran and
Wargal Mandals

Integration of Drinking Water Supply Systen Warangal
with Godavari Lift Irrigation Project
(Devadula) Phase-I

CPWSS to Venkatapur and 8 other habitatic Warangal
of sangam Mandal

Phase- | & Il

habitations of Varni Mandal

and Boinpalli NSS

Source: Information furnished by ENC Hyderabad

CPWSS to Nyalkal and other habitations Nizamabad
CPWS scheme to Chandur and other Nizamabad

Husnabad and Chigurumamidi NSS Karimnagar

Ramadugu, Ambaripet, Kodimial, Lingapur Karimnagar

stimated
Project
cost

15.00

18.00

9.00

125.00

5.00

18.00

10.00

15.00

32.60

(R in crore)

Expenditure

Status incurred up
to 31.08.16

Not 11.09
completed
Not 7.00
completed
Not 5.54
completed
Not 85.12
completed
Not 4.49
completed
Not 16.28
completed
Not 2.23
completed
Completed 13.82
but not
commissione 24.22
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Appendix-4.1
(Reference to paragraph 4.9.1 page 63)
Statement showing the details of gap between demaadd supply of water in the ULBs

Name of the ULB Demand Supply Gap between and | Shortfall in
(in MLD) (in MLD) | demand and supply| percentage
(in MLD)

Manuguru
Bodhan
Vikarabad
Gadwal
Metpally

Mandamarri

Source: Information furnished by ULBs concerned

Appendix-4.2
(Reference to paragraph 4.10.1 page 66)
Statement showing the details of tests conducted the laboratories during 2011-16

Name of the Tests conducted in the laboratories
Bodhan Nil v Nil Nil i
v v v

v v v v v
Vikarabad Nil Nil Nil Nil Nil
Manuguru v v v Nil Nil
Mandamarri Nil Nil Nil Nil Nil
Metpally Nil Nil Nil Nil Nil

Source: Information furnished by ULBs and laborats concerned
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Details

Background

Objective of
the project

Appendix-5.2

(Reference to paragraph 5.1.6 page 83)
Statement showing the background and objectives tifie projects test-checked in audit

Sewerage System in
Old City area on
South of Musi
(Zone )

Existing sewer lines
overloaded due fc
abnormal increase i
population and causin
overflows into nearby
storm water drains an
finally into Musi river
creating  tremendou
health hazards

To rehabilitate the
existing sewer lines
and also to provide
additional connection:
to the households i
S1, S2, S3, S4, S5, S
S12 & S14 catchment
of South of Musi

Sewerage System i
Old City area on
South of Musi
(Zone —II)

Existing sewer lines
overloaded due t¢
abnormal increase i
population and
causing  overflows
into nearby stormr
water drains anc
finally into Musi
river creating
tremendous  healtl
hazards

To rehabilitate the
existing sewer lines
and also to provide
additional
connections to the
households in S7, S¢
S9, S10, S11, S13 ¢
S15 catchments a
South of Musi

UGD in
Rajendrangar

Existing
sewerage
system in
Rajendranagar
is partial and

connected to

septic tanks. Nc
regular
underground
sewerage
system

To cover
sewerage
system in
Zone-l areas o
Rajendranagar

UGD in
Vikarabad

Insufficient
underground
drainage
facilities
without
disposals
treatment
facilities.

and
proper
ang

To
sewerage
system in all thq
three zones o
Vikarabad
Municipality

cover

Source: Records of test-checked units
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Appendix-5.3

(Reference to paragraph 5.1.8 page 87)
Statement showing quality control remarks of thirdparty agencies

QC Remarks

Date of Location of Items No. of
: . Items
Inspection | Inspection Inspected
cleared
1 29.6.2010 M/s Kittu Precast 300
Cement manhole
Products covers and
frames
2 28.6.2010 M/s HD 20 FRC 300

Vaishnavi covers and
Enterprises frames

3 19.5.2010 Package —I E-Main/Sub -
Works Mains

4 22.3.2010 M/s Ganesh Precast 1200
Industries manhole
located at  covers/
Karmanghat frames :

Frames are fabricated without the
provision of groove for fixing safet

grill

As there was no provision in the
agreement, the  frames are
manufactured without grooves for
safety grills

T-Main : Laying of 400 mm dig
RCC line cannot take the existig
load/no progress in Tadman ma
work (i) Bricks are of inferior|
quality/advised to remove the
stock/advised to test the bricks
before unloading

Thickness of covers of all types pf
manholes checked and found 20mm
less as against 0 mm negative
tolerance/load test conducted and jall
failed to withstand 20 tonnes amd
even less/unit could not produce the
BIS Certificate. Instructions issudd
not to accept precast manholes
cover/frames from the Unit as the
firm did not possess IS certificatiof.
Instructions  were issued fo
immediately replace the
covers/frames and to furnish ATR ¢n
the above issue

Source: Records of test-checked units
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CPHEEO

CPR&RD

CPR&RE

DC bill

DCB
DDO
DEABAS

DNA
DPC
DPR

Annual Action Plans
AC bill Abstract Contingent bill

Andhra Pradesh Municipal Development Project
Assistant Executive Engineer

Acharya N.G Ranga Agricultural University

Andhra Pradesh

Andhra Pradesh Municipal Accounts Manual

Andhra Pradesh Panchayat Raj

Andhra Pradesh Urban Finance Infrastructure Dewvedpt Corporation
Action Taken Report

Bureau of Indian Standard

Bharat Sanchar Nigam Limited

Basic Services to the Urban Poor

Computer Assisted Audit Techniques

Comptroller and Auditor General

Cement Concrete

Commissioner Director of Municipal Administration
Chief Executive Officer

Central Finance Commission

Central Fund Management System

Central Public Health and Environmental Engineefdrganisation
Commissioner Panchayat Raj and Rural Development
Commissioner Panchayat Raj and Rural Employment
Central Plan Scheme Monitoring System

Central Processing Unit

Comprehensive Protected Water Supply
Comprehensive Protected Water Supply Scheme
Commissioner Rural Development

Centrally Sponsored Schemes

Detailed Contingent bill

Demand Collection and Balance

Drawing and Disbursing Officers

Double Entry Accrual Based Accounting System
Data Entry Operators

Deoxyribo Nucleic Acid

District Planning Committee

Detailed Project Report

Director State Audit
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IHSDP
IR

JICA
JNNURM
KDMS
LGD
LPCD
MA & UD
MGNREGS
MLD
MMP
MoPR
MoU

Electric Challan cum Return

Executive Engineer

Employment Guarantee Scheme

Environment Impact Assessment

Elevated Level Service Reservoirs

Environment Management plan

Engineer in Chief

Employees' Provident Fund

Fully Covered

Fourteenth Finance Commission

Fund Transfer Order

Greater Hyderabad Municipal Corporation
Geographic Information System

Government of India

Gram Panchayats

Glass Reinforced Plastic

Greater Warangal Municipal Corporation
Hyderabad Municipal Corporation

Hyderabad Metropolitan Development Authority
Hyderabad Metropolitan Water Supply and Seweragado
House Service Connections

High Tension

Housing and Urban Development Corporation
Irrigation and Command Area Development
Information & Communications Technology
Integrated Housing and Slum Development Programme
Inspection Report

Japan International Cooperation Agency
Jawaharlal Nehru National Urban Renewal Mission
Karvy Data Management Services

Local Government Directory

Litres Per Capita per Day

Municipal Administration and Urban Development
Mahatma Gandhi National Rural Employment GuaraBSeeme
Million Litres per Day

Mission Mode Projects

Ministry of Panchayat Raj

Memorandum of Understanding
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PMEYSA

PRIASoft

Mandal Parishad Development Officer
Mandal Praja Parishad

Mandal Parishad Territory Constituencies
National Assist Directory

National e-Governance Plan

National informatics Centre

National Municipal Accounts Manual
Nizamabad Municipal Corporation

Nagar Panchayat

National Panchayat Portal

National Rural Drinking Water Programme
No Safe Source

Operation and Maintenance

Partially Covered

Panchayat Empowerment Accountability Incentivisaticheme
Panchayat Enterprise Suite

Provident Fund

Public Health

Public Health and Municipal Engineering
Panchayat Mahila Evam Yuva Shakti Abhiyan
Programme Management Unit

Programme Officers

Petrol, Oil and Lubricant

Panchayat Raj Institution Accounting software
Palle Samagra Seva Kendrams

Quality Control

Reserve Bank of India

Reinforced Cement Concrete

Rajiv Gandhi Panchayat Sashaktikaran Abhiyan
Rashtrya Gram Swaraj Yojana

Rural Local Bodies

Running Meters

Revenue Recovery Act

Resource Support to States

Road Transport Authority

Right to Information

Rain Water Harvesting Structures

Rural Water Supply
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RWS&S Rural Water Supply and Sanitation
ST Social Audit and Meeting Management
Supervisory Control and Data Acquisition

Singareni Collieries Company Limited

State Disaster Response Fund

Superintending Engineer

State Employment Guarantee Fund

State Finance Commission

Service Level Benchmark

State Level Nodal Agency

State Project Implementing Unit

Structured Query Language

Summer Storage tank

Society for Social Audit, Accountability and Tra@sency
Standard Schedule of Rates

Sewerage Treatment Plant

Technical Guidance and Supervision

Telangana Pollution Control Board

TSIPARD Telangana State Institute of Panchayat Raj andl Rezelopment
TSUIFSL Telangana State Urban Infrastructure Financial iSes\Limited
TUFIDC Telangana Urban Finance Infrastructure Developr@enporation
UAs Urban Agglomerations

ucC Utilisation Certificate

UFW Unaccounted for Water

UGD Under Ground Drainage

UIDSSMT Urban Infrastructure Development Scheme for Snradl edium Towns
UIDST Urban Infrastructure Development in Satellite Towns

UPS Uninterrupted Power Supply

USOF Universal Service Obligation Fund

uT Union Territory

VAT Value Added Tax

WSIS Water Supply Improvement Scheme

WTP Water Treatment Plants

ZPP Zilla Praja Parishad

VA N® Zilla Parishad Territorial Constituencies
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