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PREFACE

This Report for the year ended March 2013 has been prepared for submission to
the Governor of Kerala under Article 151 of the Constitution of India.

The Report contains significant results of the performance audit and compliance
audit of Local Self-Government Institutions, viz., District Panchayats, Block

Panchayats, Grama Panchayats, Municipal Corporations and Municipalities.

The instances mentioned in this Report are those which came to notice in the
course of test audit for the period 2012-13 as well as those which came to notice in
earlier years, but could not be reported in the previous Audit Reports; instances
relating to the period subsequent to 2012-13 have also been included, wherever

necessary.

The audit has been conducted in conformity with the Auditing Standards issued by
the Comptroller and Auditor General of India.
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OVERVIEW

This Report comprises four chapters of which Chapters I and II contain an
overview of structure, accountability, finances and financial reporting issues
of Local Self-Government Institutions (LSGIs) and comments arising from
supplementary audit under the scheme of providing Technical Guidance and
Supervision (TGS) arrangement. Chapters III and IV contain six
performance/compliance audits and eight transaction audit paragraphs.
Copies of draft performance and compliance audits and transaction audit
paragraphs were forwarded to the Government and replies wherever received
have been duly incorporated.

Accountability framework, finances and financial reporting issues of LSGIs

Though there has been improvement in investments in Infrastructure and
Service sectors (except during 2012-13) which is a positive development, the
amount spent in Productive sector like Agriculture, Animal Husbandry,
Fishing, etc., registered the lowest of all values during the five year period
2008-09 to 2012-13. There was increase in other expenditure like salaries,
honorarium, contingency expenditure, etc. The Development Expenditure
Fund released to the Grama Panchayats was short by ¥ 132.40 crore due to
mistake. With reference to the cost of the projects formulated, the percentage
utilisation of funds in the LSGIs was only 47.32. The largest shortfall in the
implementation of the projects was noticed in Corporations. There were
shortcomings in the financial administration like budget preparation,
submission of monthly progress reports, preparation of monthly accounts, etc.
(Chapter 11)

Implementation of EMS Total Housing Scheme

The EMS Total Housing Scheme was launched in the State in 2008. The
ultimate goal of the scheme was to provide land and house to all landless and
homeless in Below Poverty Line category. The scheme was to be implemented
by Local Self-Government Institutions (LSGIs) with the support of the
Government. The fund required was to be met out of Development Expenditure
Fund, Own Fund and General Purpose Fund of LSGIs and loans from Banks.
The Scheme was implemented initially for a period of three years from 2008-
09 to 2010-11 which was subsequently extended up to March 2012.

Performance of the scheme during the period 2008-09 to 2011-12 was poor as
90 per cent of the homeless families in urban area and 76 per cent in the rural
area remain uncovered. Though the scheme intended to give topmost priority
for providing land to the landless, this component of the scheme remained
largely inoperative during the scheme period. Implementation of the scheme
was hampered due to shortfall in mobilization of funds. As against the
requirement of T 5861.56 crore for the implementation of the scheme, the
LSGIs mobilized only ¥ 1452.97 crore. Expenditure of ¥ 35.50 lakh incurred
by Kollam Corporation for purchase of land and construction of houses had
become wasteful as the land purchased was marshy and unsuitable for
construction. As one LSGI had availed loan in excess of requirement, the
Government had to bear avoidable interest burden of ¥ 14.97 lakh.

(Paragraph 3.1)
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Asset Management by Urban Local Bodies

Good asset management is a vital part of an organisation to assure that they
are providing optimum value. It covers acquisition/creation of assets including
replacement, improvements and remodeling of buildings, roads and bridges as
also their accounting, utilisation, maintenance and disposal. Under
decentralisation, the Urban Local Bodies(ULBs) are entrusted with certain
mandatory as well as general functions relating to drinking water supply,
rural housing, education, poverty alleviation, solid waste management, health,
sanitation, street lighting, etc. Consequent on the above devolution of powers
and functions, the Municipalities have become the custodian of diverse range
of assets. The performance audit of Asset Management by ULBs revealed
shortcomings in the planning and decision making for creation, accounting,
utilisation and disposal of assets.

Though management of solid waste and slaughtering of animals were the
mandatory functions to be performed by the ULBs, either solid waste
processing plant or slaughter house or both were not in operation in 12 ULBEs.
Construction of a building taken up by Alappuzha Municipality had to be
stopped after spending ¥ 22.22 lakh as the Municipality did not ensure
ownership on the land. Expenditure of ¥ 1.02 crore incurred on the creation of
slaughter house, truck terminal and a women’s hostel by Kottayam
Municipality had not benefitted the public. Assets created under social/service
sectors at a cost of ¥ 51.53 lakh by two ULBs (Kasaragod Municipality and
Kozhikode Corporation) were remaining idle for two to four years. A
mortuary constructed at a cost of T9.60 lakh by Thodupuzha Municipality had
not been put to use due to non-completion of electrical works. Small Industries
Service Institute, acquired by Shoranur Municipality at a cost of
T 56.27 lakh during December 2002, was never put to use due to lack of
technical knowhow and manpower. Three Municipalities (Alappuzha,
Kottayam and Shoranur Municipalities) had to suffer loss of revenue
amounting to ¥ 1.21crore due to non-utilisation of rooms/non-realisation of
rent in shopping complexes.

(Paragraph 3.2)

Implementation of Building Rules in Kochi Municipal Corporation

System for evolving a centralized database relating to building
permits/unauthorized constructions, coordination among the sections, proper
maintenance of prescribed registers and adequate vigilance mechanism were
absent in Kochi Municipal Corporation (KMC). As a result, KMC could not
properly exercise control over the construction activities in the municipal
area. Violations of Kerala Municipality Building Rules (KMBR)/Structure
Plan, compromising on safety/security requirements were noticed in the issue
of building permits/ construction of buildings, which adversely affected the
ecology/heritage character of the area. Violation of Coastal Zone Regulations
were noticed in the case of 19 constructions, including high-rise buildings by
the side of Chilavannur backwaters. Violations of KMBR/Structure Plan in
issuing permits and construction of buildings in two cases resulted in revenue
loss of ¥ 76.44 lakh. KMC was not properly monitoring the construction
activities in the Conservation (Heritage) Zone of Fort Kochi.

(Paragraph 4.1)

vi



Overview

Project implementation under Backward Regions Grant Fund Programme

Planning process for the implementation of Backward Regions Grant Fund
(BRGF) Programme in Palakkad and Wayanad districts was deficient due to
absence of baseline survey and participatory planning by Grama Sabhas and
Ward Committees. There was laxity in providing training to the officials of
Panchayat Raj Institutions/elected representatives of the districts. There were
deficiencies in project management that led to delayed implementation,
especially in Wayanad, where 72.65 per cent of works were not started or
were at various stages of progress. Further, effective monitoring and
evaluation was not in place in the districts.

(Paragraph 4.2)

Implementation of major components under Swarna Jayanti Shahari

Rozgar Yojana

Though the guidelines of Swarna Jayanti Shahari Rozgar Yojana (SJSRY)
were revised with a view to overcome the difficulties faced by the State in the
implementation of the Scheme to make a dent on the urban poverty scenario,
its implementation suffered setbacks. The constraints/difficulties in
implementing the Scheme due to delay in preparation of action plan, rejection
of bank loan applications, lack of follow-up with the financed beneficiaries to
monitor the progress of their self-employment ventures as also non-survival of
units set up etc., indicate a disturbing trend in achieving the primary objective
of addressing urban poverty alleviation through gainful employment to urban
unemployed/ underemployed poor. Even though sizeable funds were retained
in the scheme accounts, the entire amount received under the scheme was
shown as expenditure. The CDS Executive Committee and Kudumbashree did
not discharge their responsibilities to monitor the implementation of the
scheme effectively.

(Paragraph 4.3)

Implementation of projects under Hariyali

Majority of the activities executed under Hariyali were not helpful in meeting
the prime objective of the scheme, viz., improvement in water conservation.
The project implementation in Chadayamangalam alone was found to be in
conformity with the guidelines. The Watershed Development Teams and
Technical Support Agencies, who had a major role in the preparation of
Detailed Action Plans (DAPs) and execution of projects, failed to identify
water-harvesting projects while preparing the DAPs. In the absence of an
effective system to monitor the implementation of the project at district level as
well as state level, the Poverty Alleviation Units and Commissionerate of
Rural Development could not ensure that the activities implemented under
each project conformed to the guidelines.

(Paragraph 4.4)

Other Compliance Audit Observations

Audit of financial transactions subjected to test check in various LSGIs
revealed instances of non-compliance with rules and provisions, blocking of
funds, infructuous/unproductive expenditure, idle investment and other
irregularities as mentioned below:
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Failure of Kunnathunadu Grama Panchayat to assess Entertainment tax
under Category E of the Entertainment tax slab resulted in short levy of
Entertainment tax of ¥ 1.20 crore.
(Paragraph 4.5)
Non-compliance with the rules and provisions by Kalloorkkadu Grama
Panchayat resulted in infructuous expenditure of ¥ 13.79 lakh on a meat and
fish market and civil work of biogas plant.
(Paragraph 4.6)
Even before finalisation of list of beneficiaries/houses, the District Panchayat
Palakkad transferred ¥ 89 lakh to the implementing agency for construction of
houses for SC families, resulting in blocking of funds.
(Paragraph 4.7)
A working women'’s hostel remained unoccupied and in a neglected state ever
since its completion in January 2003 due to lack of initiative from
Pazhayannur Block Panchayat to publicise the facility leading to idle
investment of ¥ 13.18 lakh.
(Paragraph 4.8)
A windrow composting unit set up at a cost of ¥ 29.99 lakh by Thrissur
Municipal Corporation for treatment of chicken waste remained idle due to
failure to tackle unhygienic conditions of the nearby slaughter house.
(Paragraph 4.9)
Pandikkad and Udayamperoor Grama Panchayats constructed buildings for
establishing industrial units, without assessing the demand and financial
capability of the people, resulting in available resources of T69.80 lakh being
tied up in idle assets.
(Paragraph 4.10)
Expenditure of ¥67.24 lakh incurred by Thrissur Municipal Corporation on a
tourism project remained unfruitful due to lack of planning and regular
maintenance.
(Paragraph 4.11)
Valancherry Grama Panchayat initiated a Bio Fertilizer Project using bio-
waste as feed, ignoring the opposition of the local people, resulting in
unfruitful expenditure of T23.86 lakh.
(Paragraph 4.12)
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CHAPTER 1

ORGANISATION, DEVOLUTION AND ACCOUNTABILITY

FRAMEWORK OF LOCAL SELF-GOVERNMENT
INSTITUTIONS

1.1 Introduction

The Seventy-third and Seventy-fourth amendments of the Constitution of India
giving constitutional status to Local Self-Government Institutions (LSGIs),
established a system of uniform structure, regular elections and flow of funds.
Consequent to these amendments, the State Legislature passed the Kerala
Panchayat Raj Act, 1994 (KPR Act) and the Kerala Municipality Act, 1994 (KM
Act) to enable LSGIs to work as third tier of the Government. The Government
also identified and amended other related laws to empower LSGIs. As a follow-up,
the Government entrusted LSGIs with such powers, functions and responsibilities
as to enable them to function as Institutions of Local Self-Government. In order to
fulfill the mandate bestowed to them under the Constitution and the laws, LSGIs
are required to prepare plans and implement schemes for economic development
and social justice, including those included in the Eleventh and Twelfth Schedules
of the Constitution.

1.1.1 Status of transfer of functions and functionaries

Under KPR Act and KM Act, it shall be the duty of LSGIs to meet the
requirements of the area of their jurisdiction in respect of the matters enumerated
in the respective Schedules of the Acts, and LSGIs shall have the exclusive power
to administer the matters enumerated in Schedules and to prepare and implement
schemes relating thereto for economic development and social justice.

The Acts envisaged transfer of functions of various Departments of the
Government to LSGIs together with the staff to carry out the functions transferred.
The transfer of functions to different tiers of LSGIs was to be done in such a way
that none of the functions transferred to a particular tier overlapped with that of the
other.

The Eleventh Schedule of the Constitution contains 29 functions pertaining to the
Panchayat Raj Institutions (PRIs). As mandated by KPR Act, the Government
transferred (September 1995) 26 of these functions to PRIs. The functions relating
to minor forest produce, distribution of electricity and implementation of land
reforms are yet to be transferred to PRIs. Likewise, the Twelfth Schedule of the
Constitution contains 18 functions pertaining to Urban Local Bodies (ULBs). The
Government has transferred 17 functions mandated under KM Act to ULBs and
the function relating to fire service is yet to be transferred. In addition to the
functions mandated under the Constitution and the State Local Bodies Acts, LSGIs
also undertake agency functions like World Bank aided projects, Asian
Development Bank aided projects, etc., on behalf of both Central and State
Governments to implement development programmes. As part of administrative or
functional decentralisation, Government have transferred public service delivery
institutions such as schools, dispensaries, public health centres, hospitals,
anganwadis, district farms, veterinary institutions, etc., to the LSGIs.
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For efficient discharge of functions, the LSGIs require availability of qualified and
trained personnel. Against the required number of 1302 posts to be deployed, 601
posts were deployed leaving a balance of 701(February 2014).

1.2 Profile of LSGIs

As on 31 March 2013, there were 1209 LSGIs in the State. The details of the area,
population, etc., are presented in Table 1.2.

Table 1.2: Comparative position of LSGIs

Level of LSGIs Number Number of Average area Average
wards/divisions per LSGI population per
(Sq.km.) LSGI
District Panchayats (DPs) 14 332 2651.70 1903357
Block Panchayats (BPs) 152 2095 244.24 175309
Grama Panchayats (GPs) 978 16680 37.16 26674
Municipal Corporations 5 359 95.60 491240
Municipalities 60 2216 23.65 51664
Total 1209 21682 - -

Source: Panchayat Guide-2014 published by Local Self-Government Department
1.3 Organisational set up

LSGIs constituted in rural and urban areas are referred to as PRIs and ULBs
respectively. In the three-tier Panchayat Raj system in the State, each tier functions
independently of the other. While the Constitution and the Acts confer autonomy
and independent status to the LSGIs within the functional domain, the Government
in Local Self-Government Department (LSGD) is empowered to issue general
guidelines to LSGIs in accordance with the National and State policies. Chart 1.1
depicts the organisational set up (as at the end of March 2013) in LSGD and LSGIs
to execute the functions of the Government and that of LSGIs.

(3]
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Chart 1.1: Organisation chart of LSGD and LSGIs
State Level

Local
Self-Government
Department

Minister,
Municipalities &

Minister, Minister,
Panchayats Rural Development

Corporations

|

Principal Secretary

[]

Panchayat Urban Affairs Director Chief Town Planner Commissioner of Rural Chief Engineer State Performance Audit
Director Development (LSGD) Officer

[ 1 I I I [ I |

FOEEOEEEEEDE

KREWS- Kerala Rural Employment and Welfare Society, IKM- Information Kerala Mission, SRRDA-State
Rural Road Development Agency, KLGSDP-Kerala Local Government Service Delivery Project, KILA-Kerala
Institute of Local Administration, SIRD- State Institute of Rural Development, KLGDF- Kerala Local
Government Development Fund, KURDFC- Kerala Urban and Rural Development Finance Corporation,
KSUDP - Kerala Sustainable Urban Development Project




Audit Report (LSGIs) for the year ended March 2013

LSGIs Level
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L R
[ PRIs [ ULBs

| R ANE 1 ikl

| Distriet | " Block | Grama Municipal
Panchayat | Panchayat Panchayat
-~ /"’ T -

Corporation

Municipality |

Mayor
Deputy Mayor

Chairpersons of
Standing Committees

7 Chairperson
Vice-Chairperson

Pres nt President

aside President

Vice- Vice-President
Vice-President

President Chairpersons of

Chairpersons Standing
of Standing Committees

Committees Grama Sabha

Chairpersons of

Chairpersons of Standing Committees |

Standing
Committees

Ward Sabha/Ward

Corrnitbaes Ward Sabha/Ward

Committees

The President/Chairperson/Mayor is the Chief Executive Head of LSGIs. Each
LSGI has a Secretary who is the Chief Executive Officer. The members of each
tier of PRIs elect the President, Vice-President and Chairpersons of the Standing
Committees. Similarly, Councillors of the Municipality/Municipal Corporation
elect the Chairperson/Mayor, Vice- Chairperson/Deputy Mayor and Chairpersons
of the Standing Committees.

1.3.1 Standing Committees

KPR and KM Acts envisage a system of Standing Committees (SC) to provide an
analysis of issues and proposals before they are considered by the Panchayat
Committees/Councils. Accordingly, SCs have been constituted. There are four SCs
for each GP and BP, five for each DP, six for each Municipality and eight for each
Corporation. The details are given in Appendix I.

In terms of KPR Act, 1994 and KM Act, 1994, the SCs have the power to make
resolutions in respect of their subjects. Every resolution passed by the SCs needs to
be placed in the next meeting of the Panchayat Committee/Municipal Council of
the LSGIs. The Committee/Council can modify resolutions, if considered
necessary. Audit examination of the functioning of 123 SCs of 29 LSGIs in
Ernakulam District during 2012-13 revealed the following:

(1) Each SC is required to prepare budget proposals and submit it to the SC for
Finance. The SC for Finance, after considering the proposals, has to prepare the
budget of the LSGI for the ensuing year and present it before the Panchayat
Committee/Municipal Council before the second week of March. Audit noticed
that the SCs of none of the LSGIs test-checked submitted budget proposals relating
to their subject to the SC for Finance, for preparation of Annual Budget for the
year 2012-13. As a result, the budget proposals of the LSGIs lacked in-depth
analysis of issues and proposals of other SCs by the SC for Finance, before they
were considered by the Panchayat Committee/Council.

(1) Even though the SC for Finance prepared the budget for 2012-13, they did
not adhere to the time schedule (before the second week of March 2012) for its
presentation in the Panchayat Committee/Municipal Council meeting. Audit
further noticed that 27 out of the 29 LSGIs test-checked passed the budget on the
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day of presentation itself, indicating inadequate deliberation on the budget as an
effective instrument of financial control and decision making.

(ii1)  There was no regular system of reporting the resolutions of the SCs to the
Panchayat Committee/ Municipal Council. In its absence, the latter could not make
suggestions/modifications on the resolutions of the SCs.

(iv)  Even if the resolutions were reported, the SCs did not have a regular system
to receive feedbacks from the Panchayat Committee/Municipal Council. The
importance of SCs, therefore, as an independent mechanism capable of analysing
various critical issues gets ignored/seriously diluted.

Thus, the SCs constituted with clear functional roles could not discharge their
functions effectively in the LSGIs test-checked, as envisaged in the KPR and KM
Acts.

1.3.2

Section 162B of KPR Act and Section 23 of KM Act envisage constitution of a
Steering Committee in each LSGI for coordinating as well as monitoring the
working of SCs. The Steering Committee consisted of the President/ Chairperson,
Vice President/ Deputy Chairperson of the LSGIs concerned and Chairpersons of
the SCs. Audit noticed that functioning of Steering Committees was not effective
as evidenced from the less number of meetings held by the Committee. In the 29
LSGIs test-checked, the Steering Committees of eight LSGIs did not convene any
meeting during 2012-13, seven met only once or twice and one met thrice. In the
remaining LSGls, the number of meetings of the Committee was four and above.

Steering Committee

In the absence of periodical meetings of the Steering Committee, there is
possibility of duplication/overlapping/conflict of decisions of SCs which would
adversely affect the functioning of the LSGIs.

1.4

The decentralised planning to be carried out by LSGIs has been designed
envisaging active participation of all sections of people in the form of Grama/Ward
Sabha, working groups and development seminars. The guidelines issued by the
Government prescribed the following steps in formulation of annual plan 2012-13
by LSGIs.

Decentralised Planning

Committee/Group responsible

Appointment of Plan Coordinator, Constitution of | Committee/Council of LSGIs

Working Groups under Standing Committees

Preparation of Status Report and draft project | Standing Committees, Working

proposal to be discussed in Grama /Ward Sabha, | Groups

Discussion with stakeholders

Discussion of Status Report and project proposals, | Grama/Ward Sabha

Proposing projects

Finalisation of Status report and Project proposals Standing Committees, Working
Groups

Preparation of Draft Development Plan for five | Standing Committee for

years and Draft Annual Plan Development, Working Groups

Development  Seminar to  discuss  Draft | Committee/Council of LSGIs,

Development Plan and Draft Annual Plan Development SC
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Committee/Group responsible

Finalisation of Annual Plan Committee/Council of LSGIs

Earmarking of funds for Plan/Projects Committee/Council of LSGIs,
Standing Committee for Finance

Preparation of Projects Working Groups

Approval of Projects Standing Committees

Approval of Project/Plan Committee/Council of LSGIs

1.4.1 Delay in issue of guidelines 2012-13

Section 175 of the KPR Act and Section 51(2) of the KM Act prescribe preparation
of a Development Plan every year by PRIs and ULBs, for the succeeding year. The
LSGIs prepare Annual Plan every year following the guidelines issued by
Government. The Government issued guidelines for the Five Year Plan 2012-17 as
well as the Annual Plan for 2012-13 on 15 June 2012, i.e., two and half months
after commencement of the financial year. These guidelines were revised on 18
August 2012, i.e., four and half months after the commencement of 2012-13. As a
result the approval of Annual plans by the LSGIs was also delayed, providing them
with lesser time for implementation of the projects.

1.4.2 Working Groups

Plan formulation guidelines prescribed constitution of Working Groups (WGs).
Each WG functions under the control and supervision of the SC dealing with the
respective subject. The Chairperson of a WG is a member of the related SC. The
WGs comprising officials, elected members, experts and activists in specified
development sectors have a creative role in the development plans of LSGIs.

As per the Plan formulation guidelines issued (August 2012) by the Government,
an evaluation report on the ongoing projects, development vision, policy approach
and priorities with reference to 12" Five Year Plan programmes was to be
presented in the first general meeting of the WG. Further, discussion on the
preparation of status report and draft project proposals was to be held in the first
meeting of the WG. The WG was to prepare data and information for distribution
in the Grama/Ward Sabhas and for inclusion in the plan proposals, etc., and
monitor the implementation of projects. Audit noticed the following shortcomings
in the functioning of 336 test-checked WGs.

(1) Discussions on Development Vision and Status Report were held only by
four WGs. None of the WGs held discussion on preparation of data and
information to be presented in the Grama/Ward Sabhas. In the absence of active
involvement of WGs, the plan proposals made by the LSGIs were without
adequate study of the sector concerned and lacked technical expertise, which the
WGs were supposed to bring. As the WGs were working under the supervision of
the SCs, the shortcomings in the functioning of WGs could be attributed to lack of
supervision on the part of the SCs.

(11) The WGs were also required to function as monitoring committees during
the implementation stage of the projects. However, there was no evidence to show
that the WGs had monitored the implementation of the projects.
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1.4.3 District Planning Committees

In pursuance of Article 243ZD of the Constitution of India and
Section 53 of KM Act, the Government constituted District Planning Committee
(DPC) in each district. The procedure to be followed in the meeting of the
Committee is governed by Kerala District Planning Committee (Election of
Members and Proceedings of Meeting) Rules, 1995. The tenure of DPC is five
years. The Committee consists of 15 members:

. President of DP in that district (Chairman of DPC)
® District Collector (Member Secretary of DPC)
. one person having considerable experience in administration and planning,

nominated by the Government and

. twelve members from among the elected members of Panchayats at district
level and of Municipalities in the district in proportion to the ratio between
the population of rural areas and of urban areas in the district

The members of the House of the People and members of the Legislative
Assembly, representing the district are permanent invitees to the respective DPCs.
A member of the Council of States (Rajya Sabha) representing the State is a
permanent invitee to the DPC of the district in which he is registered as elector in
the electoral roll of any Municipality or Panchayat.

As per the Twelfth Five Year Plan - LSGI Plan formulation Guidelines, DPC of
each district has to approve a district level perspective document highlighting the
development vision and priorities, considering the plans prepared by LSGIs. None
of the DPCs prepared the District Plan and the District level Perspective
Document.

The Fourth State Finance Commission, in its report, pointed out that the DPCs
functioned only as Committees emphasising clearance of projects of local
governments. The Commission felt that the DPCs have not matured into planning
institutions functioning with the prime objective of ensuring quality of planning,
through provision of support services and effective co-ordination.

Though the Commission had made a number of recommendations for the effective
functioning of the DPCs, which were accepted by the Government, the
Government did not furnish the details of action taken to implement those
recommendations.

Accountability Framework

1.5.1 Authority and Responsibility of the Government with regard to
LSGIs

The Government exercises its powers in relation to LSGIs in accordance with KPR
Act and KM Act. The above Acts entrust the Government with the following
powers so that it can monitor the proper functioning of LSGIs:

= Call for any record, register, plan, estimate, information from LSGIs;

. Inspect any office or any record or any document of LSGIs;

. Arrange periodical performance audit of the administration of LSGIs;

. Inspect the works and development schemes implemented by LSGIs; and
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. Take action for default by an LSGI President or Secretary.

In addition, the KPR Act and KM Act, inter alia, empower the Secretary, LSGD
who is the State Performance Audit Authority at the State level with powers to
rectify defects and point out mistakes in accounts, money transactions, etc., give
necessary instructions to LSGIs to take follow up actions on the performance audit
report and to ensure that the performance audit teams are conducting tri-monthly
performance audit in all LSGIs.

Further, the Secretary of an LSGI may assist the Government in preventing passing
of resolutions which are not in conformity with the Act.

Despite the above mentioned duties and powers vested in the Government for the
enhancement of quality of public service and governance, Audit noticed numerous
deficiencies in the implementation of schemes, matters relating to finance,
selection of beneficiaries, etc., as mentioned in Chapters II, III and IV of this
Report.

1.5.2 Citizens Charter

As per Sections 272 A of KPR Act and 563 A of KM Act, every LSGI should
publish a Citizens Charter showing the services available to citizens from the
LSGI, the conditions and the time limit prescribed for obtaining each service. The
Citizens Charter has to be updated every year. Data collected from LSGIs revealed
that only 15 of the 29 selected LSGIs published Citizens Charter during 2012-13.

1.6 Vigilance mechanism

1.6.1 Ombudsman for LSGIs

As envisaged in KPR Act and KM Act, Government set up an Ombudsman for
LSGIs in the State in the year 2000. A former Judge of High Court only can be
appointed as Ombudsman. The Ombudsman is a high powered quasi- judicial body
which can conduct investigation and enquiries in respect of charges on any action
involving corruption, maladministration or irregularities in discharge of
administrative functions by LSGIs, officials and elected representatives of the
LSGIs. Ombudsman can even register cases suo moto if instances of the above
kind come to his notice. During the period 2012-13, out of 4005 cases (including
1961 old cases), 2592 cases (65 per cent) were disposed of by the Ombudsman.

1.6.2 Tribunal for LSGIs

As envisaged in Section 271 S of KPR Act and Section 509 of KM Act, a judicial
tribunal for LSGIs was set up in the State in February 2004, with a District Judge
as the Tribunal. The duty of the Tribunal is to consider and settle appeals and
revisions by the citizens against decisions of LSGIs taken in exercise of their
functions like assessment, demand and collection of taxes or fees or cess, issue of
licenses, grant of permits, etc. During 2008 to 2013, 5739 cases (appeal &
revision) were filed before the Tribunal, out of which 657 cases were pending
disposal. Of the pending cases, 645 cases related to the years 2012 and 2013 (up to
March 2013).
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CHAPTER 11

FINANCES AND FINANCIAL REPORTING ISSUES OF

LOCAL SELF-GOVERNMENT INSTITUTIONS

Financial Profile of LSGIs
2.1.1 Funds flow to LSGIs

The resources of LSGIs consist of funds devolved by State Government,
Government of India (GOI), Own revenues of LSGIs and loans from financial
institutions. Source-wise receipts of LSGIs during 2012-13 are depicted in Chart
21,

Chart 2.1: Source-wise receipts of LSGIs during 2012-13

State Grant
(¥ 5725.68 crore) Own revenue
60% ’ (%1260.61 crore)
13%

\ Loans
GOl grant %10.27 crore)

%2582.77 crore) (<1%)
27%

2.1.1.1 Resources: Trends and Composition

The composition of resources' of LSGIs for the period 2008-09 to 2012-13 is
given in Table 2.1.

'Source: Details of Own Revenue furnished by LSGIs, Finance Accounts of the
State for the respective years, information from Commissioner of Rural Development, Information
Kerala Mission (IKM), Kerala Urban and Rural Development Finance Corporation (KURDFC),
Kerala Sustainable Urban Development Project (KSUDP) and Kudumbashree
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Table 2.1: Time series data on resources of LSGIs

(Tin crore)

Resources 2008-09  2009-10  2010-11 2011-12 2012-13 Total
Own Revenue:
(i) Tax Revenue 385.36 450.76

(ii) Non -Tax Revenue

952.972 561.79 661.01
349.37 377.43 376.69 599.60
828.19 938.48 1260.61

4714.98

Total Own Revenue 952.97
State Fund:

(i) Traditional Functions 363.98 399.31 440.47 644.98 757.89 | 2606.63

(i) Maintenance Expenditure
(Road Assets and Non-Road 397.52 448.04 440.58 713.94 | 103945 | 3039.53
Assets)

(iii) Expansion and

1670.23 | 184229 | 2277.72 | 2021.52 | 2062.61° | 9874.37
Development

(iv) Funds for State Sponsored
Schemes & State share of 807.44 840.80 | 1358.24 | 1358.45 | 1865.73 | 6230.66
Centrally Sponsored Schemes
Total State Fund 3239.17 3530.44 4517.01 4738.89 5725.68 21751.19

GOI grants:
(i) Centrally Sponsored 811.12 832.49 1163.79 | 1280.72 | 1603.36 | 5691.48
Schemes

(ii) Development and

: 622.84 979.41 1602.25
expansion

Total GOI grant 832.49 1163.79  1903.56 582. 7293.73

Receipts from loans & other

i ol 7.81 7235 | 81236 | 39.16 10.27 941.95
Loans

Total Receipts 4792.83 5263.47 7446.13 7620.09 9579.33 34701.85

. Increase in the total receipts of the LSGIs during the five year period 2008-
09 to 2012-13 was nearly cent per cent.

. Percentage increase in GOI grants was 36 and that of State grant was 21
during 2012-13 as compared to previous year.

Surrender of funds for State Sponsored Schemes/State Share of Centrally
Sponsored Schemes

Out of ¥ 1869.96 crore allotted by the State Government during 2012-13 under
eleven heads®, ¥ 111.84 crore was surrendered (Appendix IT). The major surrender
was noticed under the major heads 2217- Urban Development (55.27 per cent),
2225- Welfare of SC/ST (35.98 per cent) and 2230 — Labour and Employment
(35.24 per cent). Audit also noticed that more than 50 per cent of the allotment

? Break up of Tax & Non-tax revenue not provided by the LSGIs

*Includes special advance of ¥ 4.29 crore released to Wayanad DP which will be recovered in
2013-14 & 2014-15

*General Education, Medical and Public Health, Urban Development, Welfare of SC/ST, Labour
and Employment, Social Security and Welfare, Crop Husbandry, Soil and Water Conservation,
Dairy and Development, Special Programme for Rural Development, Village and Small Industries

10
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made under Urban Development was being surrendered continuously for the last
three years.

2.1.1.2 Transfer of funds from the Government and associated audit issues

(i) The State Government provides three types of funds to LSGIs from the
Consolidated Fund — grants, funds for State Sponsored Schemes and State share of
Centrally Sponsored Schemes (CSSs). Appendix IV to the Detailed Budget
Estimates of the Government gives the LSGI-wise allocation of funds. The Heads
of Account in the Detailed Budget Estimates for drawal of funds from the
Consolidated Fund, along with the releases made during 2012-13, are given in
Table 2.2.

Table 2.2: Categories of funds and their release to LSGIs

Category Major Head of Account Amount released Release mechanism
from which Budget during 2012-13

Provision is released (X in crore)

1 | Grants, World Bank aided | 3604-Compensation and 4126.30 | Routed through Public
Performance grant under Assignments to Local Account
KLGSDP?®, KSUDP, ADB® | Bodies and Panchayat
assistance, Thirteenth Raj Institutions
Finance Commission
award
3054-Roads and Bridges 713.06
2 | State Sponsored Schemes 11 Major Heads 1758.12 | Routed through State
Level Nodal
3 | State share of CSSs 4 Major Heads 107.61 | Agencies’/ Poverty
Alleviation Units

(i) The funds are credited to the Public Account by Finance Department in
monthly instalments to enable LSGIs to draw money from treasuries through
Controlling Officers.

(iii) Table 2.3 gives the details of funds released by the Government under various
categories during 2012-13.

* Kerala Local Government Service Delivery Project
i’ Asian Development Bank
" Kudumbashree, KSUDP, Suchitwa Mission

11
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Table 2.3: Release of fund by Government under different categories during 2012-13

(Tin crore)

Type of LSGIs Development Maintenance General Total

Expenditure Fund Expenditure Purpose Fund
Fund

Corporations 162.86 81.47 99.55 343.88
Municipalities 199.22 112.00 7131 382.53
District Panchayats(DPs) 332.28 218.67 21.70 572.65
Block Panchayats(BPs) 375.67 35.19 30.40 441.26
Grama Panchayats(GPs) 992.58 592,12 534.93 2119.63

062.6 8

Audit noticed the following points in the release of Government funds:

e Short release of Funds: Against ¥ 189.56 crore to be transferred to GPs as 10™
instalment of Development Expenditure Fund, the amount actually released by
the Government was only ¥ 57.16 crore, resulting in short release of ¥ 132.40
crore. Government stated that there was a mistake in the amount included in
the statement appended to the Government order releasing 10" instalment of
the GP share.

e Delayed release of funds: Monthly transfer credit of fund from Consolidated
Fund to Public Account was devised as a means to ensure availability of fund
for incurring expenditure by LSGIs. The State Finance Department was
required to transfer fund on the first working day of the month. Audit noticed
that there was delay ranging from ten to 58 days in transferring funds, in 14 out
of 32 transfer credits® made during 2012-13. Delayed transfer of funds has the
effect of rush of expenditure at the fag end of the year/ non-utilisation of the
entire fund during financial year itself.

e Delay in issuing Letters of Authority: There were delays in issuing Letters of
Authority to LSGIs by the Controlling Officers. Delays ranging from ten to 142
days were noticed in 94 out of 128 instalments of LSGI funds released during
2012-13. This included 54 instances where the delay was more than one month.
The delay in issuing Letter of Authority has an adverse impact on the
implementation of projects formulated by LSGIs.

e Non-release of full amount to LSGIs: Supplementary Nutrition Programme
(SNP) is being implemented by LSGIs utilising Development Expenditure
Fund. GOI reimburses 50 per cent of the expenditure on SNP to the
Government, who in turn transfers the money to LSGIs through Child
Development Project Officers of Social Welfare Department. Despite being
reported earlier in paragraphs 2.1.1.1 and 2.1.1.2 of the Reports of the
Comptroller and Auditor General of India for the years ended March 2011 and

® Transfer of funds (Development Expenditure Fund in ten equal monthly instalments from May to
February, Maintenance Expenditure Fund in ten equal monthly instalments from April to January
and General Purpose Fund in twelve equal monthly instalments from April to March) from the
Consolidated Fund to Public Account.

12
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March 2012 about the non-release of full amount reimbursed by GOI to LSGIs
under SNP, the irregularity continued in 2012-13 also. As at the end of March
2013, the Social Welfare Department had received ¥ 64.76 crore from GOI
towards reimbursement of expenditure on SNP fund against which the Social
Welfare Department transferred only ¥ 35.98 crore to LSGIs. The Department
utilised ¥ 1.65 crore for another scheme, viz.,, Wheat Based Nutrition
Programme and retained (October 2013) the balance amount of ¥ 27.13 crore
(42 per cent).

e Deduction from allocation due to short utilisation: As per the Government
Order, LSGIs were to utilise at least 70 per cent of the allocation for 2010-11
under Development Expenditure Fund and Maintenance Expenditure Fund,
failing which the unspent amount would be deducted from the budget
allocation for 2012-13. Audit noticed that ¥ 229.19 crore was deducted
(Development Expenditure Fund: ¥ 181.68 crore; Maintenance Expenditure
Fund: ¥ 47.51 crore) from budget allocation for 2012-13, due to short
utilisation of fund during 2010-11.

e Irregular deduction from Development Expenditure Fund: Development
Expenditure Funds are provided to LSGIs for implementation of schemes
proposed by them under the decentralized planning programme. Diversion of
this fund to meet non-Plan expenditure is prohibited. However, during 2012-
13, the Controlling Officers under the direction of Government, deducted
¥ 9.82 crore from Development Expenditure Fund and remitted the same to the
Information Kerala Mission towards charges for technical support. Routine and
non-plan expenditure should have been met from either Own Fund or General
Purpose Fund. Utilisation of Development Expenditure Fund for routine non-
plan expenses was not in order.

(1v) The funds released to LSGIs for implementation of annual plans along
with the State Plan outlay for the period 2008-09 to 2012-13 are given in
Table 2.4.

Table 2.4: State Plan Outlay vis-a-vis Development Expenditure Fund of LSGIs

(Tin crore)

State Plan Development Fund Percentage of Development
Outlay of LSGIs Fund of LSGIs to State
Plan Outlay
2008-09 7700.47 1670.23 21.69
2009-10 8920.00 1842.29 20.65
2010-11 10025.00 227172 22.72
2011-12 11030.00 2563.76 23.24

2012-13 14010.00 2942.02 21.00

Development Fund devolved to LSGIs constituted 21 per cent of the State Plan
outlay for the year 2012-13, while it was 23.24 per cent during 2011-12.
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2.1.1.3 Receipts from GOI

‘ The category-wise release of fund by GOI during 2012-13 is given in Table 2.5.
| Table 2.5: Category-wise release of GOI fund

Thirteenth Finance Commission grant 591.16

Additional Central Assistance for Externally Aided projects 288.25

for KLGSDP

ADB assisted KSUDP 100.00

Centrally Sponsored Schemes 1603.36

Total 2582.77

GOI grant for implementation of CSSs:

The GOI provided grants amounting to ¥ 1603.36 crore to LSGIs for
implementation of eight flagship CSSs. The grants were provided to LSGIs
through State Budget/ State Level Nodal Agencies (SLNAs)/ Poverty Alleviation
Units (PAUs), etc. The details of GOI grants transferred to LSGIs for
implementation of CSSs during 2012-13 are given in Table 2.6.

Table 2.6: Release of GOI grant for CSSs during 2012-13

SL Authority/Agency through Amount
No. which the grant was released Details of Scheme & in crore)
|
| 1 State Budget Jawaharlal Nehru National Urban Renewal 49.97
Mission —Urban Infrastructure and Governance
(JNNURM-UIG)
Basic Services to the Urban Poor (BSUP) 7.45
2 Directly to State Level Nodal Integrated Housing and Slum Development 18.80
Agencies Programme (IHSDP)
National Rural Livelihood Mission (NRLM) 35.86

Swarna Jayanti Shahari Rozgar Yojana (SJSRY) 26.35

3 Directly to Poverty Alleviation Indira Awaas Yojana (IAY) 153.44
it Integrated Wasteland Development Programme 0.31
(IWDP)/ Hariyali
4 By online transfer to the Joint Mahatma Gandhi National Rural Employment 1311.18
Bank Account of District Guarantee Scheme (MGNREGS)

Programme Co-ordinator and
Joint Programme Co-ordinator
Total 1603.36

Up to 2010-11, Grants to LSGIs by Central Finance Commission were subsumed in the Development Funds
devolved by the State Government. From 2011-12 onwards the Central Finance Commission Grants are
released in a separate stream viz., General Basic Grant, General Performance Grant, General Performance
Grant forfeited by non-performing States
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The State Government provided X 107.61 crore as its share for implementation of
CSSs. Thus, the total fund for implementation of CSSs during 2012-13 was
% 1710.97 crore. Compared to previous year, the GOI grant for implementation of
CSSs during 2012-13 was ¥ 284.55 crore more. Substantial increase was noticed in
the release of funds for MGNREGS (X 360.13 crore) followed by NRLM (X 34.86
crore) in 2012-13 over the previous year.

2.1.1.4 Own funds of LSGIs

Own funds consist of tax'’ and non-tax revenue'' collected by LSGIs as per
provisions of Kerala Panchayat Raj Act, 1994 (KPR Act)/Kerala Municipality Act,
1994 (KM Act) and allied Acts. This category also includes income derived from
assets of LSGIs, beneficiary contributions, Earnest Money Deposits, Retention
money, etc. The details of own fund are not compiled and consolidated by the
Government as envisaged in the Act. All LSGIs were requested by audit to furnish
the details of own revenue in pro forma and as per the details furnished by the
1209 LSGIs, the own revenue amounted to ¥ 1260.61 crore. Following points were
noticed in the mobilization of own revenue:

(1) The basis for calculation of Property tax has been changed from annual
value to plinth area of buildings with effect from October 2009 through an
amendment in Kerala Municipality Act, 1994 (KM Act) and Kerala Panchayat Raj
Act, 1994 (KPR Act). However, the new methodology for assessment which was
expected to bring in a greater degree of transparency and enhanced collection has
not been brought into effect till date (December 2013).

(i1) Fourth State Finance Commission had recommended creation of a GIS'?
based database for Property tax assessment procedure which is successfully
implemented in various Indian cities. This has not been implemented by any of the
LSGIs.

2.1.1.5 Loans availed by LSGIs
As per provisions of Kerala Local Authorities Loans Act, 1963, LSGIs raise loans

from KURDFC, Co-operative Banks, HUDCO" , etc. Table 2.7 gives the details of
loans availed by LSGIs during 2012-13.

Table 2.7: Loans availed during 2012-13

Source of loan Loan availed during 2012-13
(< in crore)
State Government 1.20
Co-operative Banks 0
(EMS housing scheme)
HUDCO 0.83
KURDFC 8.24

Total 10.27

!9 Property tax, Profession tax, Entertainment tax, Advertisement tax, etc.
' License fee, Registration fee, etc.

12 Geographic Information System

'3 Housing and Urban Development Corporation Limited
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2.1.1.6 Application of Resources: Trends and Composition

In terms of activities, total expenditure is composed of expenditure on Productive
Sector”, Infrastructure Sector'’, Service Sector'® and other expenditure”. As per
the details obtained from the LSGIs and the Controlling Officers/IKM, the total
expenditure incurred by LSGIs during 2012-13 amounted to ¥ 6705.23 crore.

Table 2.8 below shows the composition of application of resources of LSGIs on
these components for the period from 2008-09 to 2012-13.

Table 2.8: Application of resources

(Tin crore)
2008-09 2009-10 2010-11 2011-12 2012-13

Productive Sector 443.94 511.49 447.69 595.77 3558 | 35471
Infrastructure Sector 589.58 65611 936.05 1343.41 1528.58 5053.73
Service Sector ' 1463.55 1842.91 - 2139.26 2306.59 2182.48 9934.79

11133.39

| Percentage of Development
 Expenditure to Total 58.61
| Expenditure

Source: Details furnished by IKM/LSGIs

There was fall in the percentages of Development Expenditure to total expenditure
during the period 2010-11 to 2012-13. The fall in the ratios reflects deceleration in
the commitment of LSGIs to sustain the growth momentum.

The investments in Productive sector during 2012-13 registered the lowest of all
the values during the five year period 2008-09 to 2012-13. Further, the amount
spent for Productive sector accounted for only 8.75 per cenmt of the total
Development Expenditure during 2012-13 and 13.58 per cent of the total
Development Expenditure during the last five years 2008-09 to 2012-13, indicating
that the LSGIs had given low priority to Productive Sector like Agriculture,
Animal Husbandry, Fishing, etc.

2.1.1.7 Public investment in social sector and rural development through
major Centrally Sponsored Schemes — Poor utilisation of funds

Public investment in social sector and rural development through major CSSs are
made to LSGIs through agencies such as PAUs and SLNAs (viz., Kudumbashree,
KSUDP, Suchitwa Mission, etc.). The grants for CSSs enjoin upon sanctioning
authorities in GOI the responsibility to ensure proper utilisation of grant money.
This is to be achieved through receipt of progress reports, utilisation certificates
and internal audit of scheme accounts in LSGIs.

14 Agriculture, Animal husbandry, Diary Development, Fisheries. Minor Irrigation, etc

13 Buildings, bridges, roads and other infrastructure

16 Water supply, education, health, energy, etc.

17 Salaries and honorarium, contingency expenditure, other administrative expenditure, terminal benefits, etc.
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Out of ¥ 2413.04 crore'® available for implementation of CSSs, substantial portion
of the funds amounting to ¥ 450.78 crore was lying unspent with Kudumbashree
R 99.49 crore), PAU (X 144.44 crore), and KSUDP (R 206.85 crore), thereby
defeating the purpose for which the funds were earmarked and released by
GOV/State Government. Out of ¥ 1962.26 crore released, the expenditure incurred
by LSGIs was X 1489.73 crore (76 per cent). The balance amount of T 472.53 crore
\ remained unutilised with LSGIs. Thus, out of the total amount of ¥ 2413.04 crore
available for utilisation under CSSs, ¥ 923.31 crore was remaining unutilised with
various agencies. Unutilised fund mainly related to TAY (¥ 239.48 crore),
JNNURM (X 208.77 crore), UIDSSMT (X 182.60 crore) MGNREGS (% 58.43
crore), SJSRY (X 55.89 crore), IHSDP (% 44.35 crore) and NRLM (% 42.42 crore).

2.1.2 Poor implementation of projects by LSGIs

Under decentralised planning, LSGIs in the State formulated 185122 projects with
a total outlay of ¥ 8594.97 crore during 2012-13. Of these, the LSGIs had taken up
131294 projects (70.92 per cent) for implementation and had spent ¥ 4066.88 crore
on the projects. Of the projects taken up for implementation, only 104352 projects
(79.48 per cent) were completed during 2012-13 at a cost of T 3072.44 crore. The
details are given in Table 2.9.

Table 2.9: Details of projects taken up and expenditure incurred

Percentage of
expenditure
on projects
taken up to

total outlay of

projects
formulated

Number of projects Amount (Tin crore)

Formulated Taken Completed Abandoned Outlay on
up projects

formulated

Expenditure
on projects
taken up

Expenditure
on projects
completed

Expenditure
on projects
abandoned

Total

185122

131294

104352

3350

- 8594.97

4066.88

3072.44

144648 | 103794 458450 | 244274 197931
' ,',,',,1!2'/843 1 9732 7998 236 138921 575.73 417.82 140 4144
- 994 | s 3515 68 1107.31 450.57 298.85 0.18 '4’(’).69
13887 | 9616 6748 126 832.68 353.58 250.66 4.66 42.46
4730 2740 681.27 244.26 125.80 0.02 3585

With reference to the outlay of projects formulated, the percentage utilisation of
fund was only 47.32. The largest shortfall in implementation of projects was
noticed in Corporations, followed by DPs. While there was a positive trend in
utilisation of funds by the GPs compared to 2011-12, all the other tiers of LSGIs
registered shortfall in utilisation of funds for implementation of projects.

Data furnished by 1209 LSGIs revealed that 3350 projects were abandoned by the
LSGIs during 2012-13, after incurring expenditure of ¥ 38.87 crore. Of the total
wasteful expenditure on abandoned projects, 58.2 per cent relate to Service Sector
projects such as Solid Waste Management, Housing schemes, construction of

""The funds retained by the Nodal agencies in 2011-12 was not furnished as the OB during the year
2012-13.
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toilets, Health and sanitation/drinking water schemes, plastic recycling plant,
Biogas installation etc., which, if implemented effectively, would have resulted in
enhancement of living standards of rural population. The LSGIs attributed the
reasons for abandonment of projects to lack of time, delay in execution, non-
receipt of BP share of funds, reluctance of contractors to take up work, non-receipt
of permission from concerned Departments, etc.

2.1.3 High establishment costs in LSGIs

The LSGIs were required to meet the expenses towards establishment (including
salaries) from Own revenue/General Purpose Fund. Against the total fund of
¥ 2018.50 crore available under Own Fund and General Purpose Fund, the LSGIs
incurred ¥ 2638.35 crore towards establishment expenses during 2012-13. The
excess expenditure of ¥ 619.85 crore over the available fund was met from the
Development Expenditure Fund. Diversion of 30.05 per cent of Development
Expenditure Fund had an adverse impact on the implementation of the plan
projects by LSGIs.

2.1.4 Misappropriation, loss, defalcation, etc.

The Kerala Financial Code stipulates that each Drawing and Disbursing Officer
should report all cases of loss, theft or fraud to the Principal Accountant General
and the Government. The Government is required to recover the loss, fix
responsibility and remove systemic deficiency, if any. A consolidated statement of
the details of misappropriations, losses, theft and fraud is not available with the
Government.

Table 2.10 shows the details of misappropriation/defalcation reported to the
Director of Urban Affairs, Commissioner of Rural Development, Project Director
of KSUDP and Director of Panchayats.

Table 2.10: Misappropriation, loss, defalcation

Name of LSGIs Amount (X in lakh)

(Number of cases in bracket)

2008-09 2009-10 2010-11 2011-12 2012-13

Corporations 1.42(1) 0.42(1) 0.59(1) 0.82(1) 1.52(3) 4.77 (7)

Municipalities - - 3.92(1) - 3.92 (1)

Block Panchayats 16.82(6) | 15.72(9) | 16.58(5) | 22.14(5) 92.36(1) 163.62 (26)

Grama Panchayats 4.43(5) 4.48(6) 0.90(2) 1.13(3) 1.57(3) 12.51 (19)

KSUDP - - - 13.78(2) - 13.78 (2)
2.2 Legal frame-work for maintenance of accounts

According to Section 215 of KPR Act, 1994 and Section 295 of KM Act, 1994,
LSGIs are to prepare annual accounts every year. The Government has issued new
accounting rules for ULBs" in 2007 and for PRIs*” in 2011. The accrual based

¥ Kerala Municipal Accounts Rules, 2007
%% Kerala Panchayat Raj (Accounts ) Rules, 2011

18



Chapter Il — Finances and Financial Reporting Issues of LSGIs

double entry accounting system has been introduced in all the LSGIs as of March
2013.

The Government developed accounting software ‘Saankhya’ for the introduction of
accrual based accounting in LSGIs. Some of the deficiencies noticed in Saankhya
are mentioned below:

e Non-provision of facility for comparing the accounts of a particular year
with previous years’ figures

e No provision for generating Utilisation Certificates
e Audit Module is not available

e Absence of interface between PRIA Soft’' and Saankhya

2.3 Financial Reporting Issues

Financial reporting in LSGIs is a key element to ensure accountability of
executives. The financial administration of LSGIs including budget preparation,
maintenance of accounts, monitoring of expenditure, etc., is governed by the
provisions of KPR Act, 1994, KM Act, 1994, Kerala Panchayats (Accounts) Rules,
1965, Kerala Municipal Accounts Manual, Kerala Financial Code, guidelines,
standing orders and instructions. Shortcomings in the financial administration of
LSGIs are mentioned below:

2.3.1 Budget

As per KPR Act and KM Act, the budget proposals containing detailed estimate of
income and expenditure were to be placed by the Standing Committee for Finance
before the LSGI not later than the first week of March.

Though the LSGIs passed the budget before the beginning of the year, there was
delay in presentation of budget by 58 (46 GPs, seven BPs, two Municipalities, two
DPs and one Corporation) out of 110 LSGIs test- checked. As a result, the budget
proposals were not discussed adequately and subjected to detailed deliberations, in
the respective Panchayats/Councils. Further the budget prepared by 31 LSGIs (28
GPs, one BP, two Municipalities) were unrealistic as there were wide variations of
estimated receipts and expenditure with the actual (Appendix III).

2.3.2 Monthly Progress Reports

According to the guidelines issued (April 2006) by the Government for allocation
and drawal of funds, each LSGI shall prepare a Monthly Progress Report (MPR) of
Expenditure for obtaining funds for subsequent month. MPR is to indicate budget
provision, up to date allotment and expenditure and percentage of expenditure to
allotment. LSGIs are required to forward the MPRs to designated authorities (viz.,
Deputy Director of Panchayats for GPs, Assistant Development Commissioner
(General) for BPs, Regional Joint Director for Municipalities) by the 10" of
subsequent month in respect of Development Expenditure Fund and Maintenance
Expenditure Fund. Such authorities are to consolidate them and forward to the
Director of Panchayats, Commissioner of Rural Development and Director of
Urban Affairs respectively by the 15" day of the month. These state level

2! Panchayat Raj Institutions Accounting Software
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authorities are then required to prepare State-wise consolidated progress reports of
expenditure and forward them to the Secretary to Government, LSGD and to the
Secretary, Finance (Expenditure) Department by 20" of the month. DPs and
Corporations are required to forward their MPRs by the 10™ of the succeeding
month to the Secretary to Government, LSGD and to Secretary, Finance
(Expenditure) Department. Funds for the subsequent months are not to be allotted
to those LSGIs which fail to forward the MPRs.

Mention was made in paragraph 2.3.1 of the Reports of the Comptroller and
Auditor General of India for the years ended March 2011 and March 2012 (Local
Self-Government Institutions) about the laxity of the designated authorities in
submission of the MPRs. Audit noticed no improvement in the situation for the
period 2012-13.

Out of 228 MPRs due from DPs and Corporations during 2012-13, Finance
Department had not received any MPRs. But Finance Department continued to
allot funds for the subsequent months to DPs and Corporations which did not
forward the MPRs, in contravention of its own orders.

On a scrutiny of MPRs submitted by DPs and Corporations to LSGD, Audit
noticed that out of 228 reports due during 2012-13, 61 reports (26.75 per cent)
only were received, resulting in shortfall of 167.

The Secretary, Finance (Expenditure) Department was to receive 36 consolidated
MPRs during 2012-13 from Director of Panchayats, Commissioner of Rural
Development and Director of Urban Affairs. But the Finance Department has not
received any of the MPRs. Laxity in furnishing MPRs by the LSGIs points to the
fact that the funds sanctioning authority had not scrupulously observed the
responsibility thrust upon them.

Administration Reports

Every LSGI is required to prepare a report in respect of institutions and offices
under its control every year in such form and such details as may be prescribed by
the Government. According to Section 192 of the KPR Act, 1994 and Section 63
of KM Act, 1994, the LSGIs were to prepare Administration Reports every year by
30 September of the succeeding year and forward them to the officers authorised
by the Government for consolidation and submission to the Government and the
Legislative Assembly. If the report is not received within the said time limit, the
Government may withhold the payment of grants due to LSGIs. However, the
Government has not nominated any officer to ensure preparation and consolidation
of the Administration Reports. Though the Act requires the Government to place
the consolidated Administration Report before the Legislative Assembly, it was not
done in any year.

Arrears in accounts

According to Kerala Local Fund Audit Act, 1994 (KLFA Act) it was mandatory
for LSGIs to submit their accounts to Director of Local Fund Audit (DLFA) for
audit by 31 July every year. Further, Rule 16 of KLFA Rules empowers DLFA to
carry out proceedings in a Court of Law against the Secretaries of LSGIs who
default in the submission of accounts.
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As on 31 July 2013, 416 accounts pertaining to the period from 1997-98 to 2012-
13 were in arrears. Of this, 67 accounts relate to 2005-06 and earlier periods.

2.6 Delay in conducting audit

Section 10 of the Kerala Local Fund Audit Act, 1994, lays down that the audit of
the accounts prepared and presented shall be completed by DLFA within six
months of the date of its presentation. However, delays ranging from three to 49
months were noticed in conducting audit of 13 GPs and three BPs (Appendix IV).

2.7 Arrears in audit and issue of audit reports

As per KLFA Act, DLFA is to complete the audit of accounts submitted by LSGIs
within six months of receipt of accounts and issue Audit Report within three
months from the date of completion of audit.

DLFA received 20216 accounts including 903 accounts which were received
before the deadline of 31 July 2013. Of these, Audit Reports were issued in respect
of 17768 accounts (October 2013). As at the end of March 2013, the arrears in
issue of Audit Reports were 1545 (8 per cent).

The KLFA Rules stipulate that the DLFA shall, not later than 30 September every
year, send to the Government a consolidated report of the accounts audited by him
during the previous financial year containing such particulars which DLFA intends
to bring to the notice of the Government. The Committee on Local Fund Accounts
deliberates on this report. DLFA’s office intimated that such reports had been
submitted to the Government up to the year 2012-13 and reports up to the year
2011-12 were presented to State Legislature.

2.7.1 Surcharge and Charge imposed by the DLFA

Section 16(1) of KLFA Act, 1994, empowers the DLFA to disallow any illegal
payment and surcharge the person making or authorizing such illegal payment.
DLFA can also charge any person responsible for the loss or deficiency of any sum
which ought to have been received.

During the period 2008-09 to 2012-13, DLFA had issued 88 charge certificates for
T 61.38 lakh and 549 surcharge certificates for ¥ 2.04 crore. Against the total
charge/surcharge amount of ¥ 2.65 crore, only ¥ 11.10 lakh were realised (4.19 per
cent) as shown in Table 2.11.

Table 2.11: Realisation of charge/surcharge amount

Charge Certificate Surcharge Certificate Amount

Number Amount Number Amount recovered

(X in lakh) (X in lakh) (X in lakh)
2008-09 18 20.83 111 54.06 1:59
2009-10 23 18.42 164 53.34 2.64
2010-11 37 20.98 223 71.02 2.36
2011-12 ] 0.44 28 .91 1.60
2012-13 5 0.71 23 19.62 291
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The Local Fund Accounts Committee, while examining Chapter I of the Report of
the CAG (LSGIs) for the years 2003-04 to 2006-07, had observed (31% Report)
that as the Charge and Surcharge issued by the DLFA were not in the name of the
officials responsible for the loss, the cases filed in the court got defeated. The
Committee had, therefore, recommended (December 2010) that the Secretaries of
all LSGIs may be made responsible to keep a register containing the details of
names, addresses, posts, period of service, transfers, audit objections etc. of the
officials working in the LSGIs. The action taken in this regard has not been
furnished to the Committee so far (January 2014).

2.8 Results of Supplementary Audit

The Comptroller and Auditor General of India conducted supplementary audits
under Section 20(1) of the Comptroller and Auditor General of India’s (Duties,
Powers and Conditions of Service) Act, 1971 on the accounts of 89 GPs, 14 BPs,
four Municipalities, two District Panchayats and one Corporation during the year
2012-13. The findings of such audit are given in subsequent paragraphs.

2.8.1 Quality of Annual Financial Statements

The KPR Act, 1994 read with the Kerala Panchayat Raj (Manner of Inspection and
Audit System) Rules, 1997 and the KM Act, 1994 read with Kerala Municipality
(Manner of Inspection and Audit System) Rules, 1997 stipulate that the
PRIs/ULBs shall prepare Annual Financial Statements (AFS) and forward them to
DLFA after approval by the Panchayat/Municipal Council/Corporation Council not
later than 31 July/31 May/31 May respectively of the succeeding year. Audit
noticed that in six GPs, one BP and one Municipality there was delay ranging from
two to 43 months in forwarding the AFS to DLFA (Appendix V). Deficiencies
noticed in the AFS submitted to DLFA are mentioned below.

Statements such as Demand Collection Balance statement, Capital Expenditure
statement, Statement of Receivables and Payables, Statement of Loans and
Advances Paid, Statement showing Ultilisation of Special Purpose Grant/Loan
which formed part of the AFS were not prepared and submitted by 14 GPs, three
BPs and one District Panchayat (Appendix IV). Non-preparation of the statements
forming part of the AFS resulted in non-providing of detailed analysis of the
figures incorporated in the AFS.

The AFS of three BPs, two Municipalities and one Corporation did not contain all
transactions (Appendix IV). This led to understatement of receipts and
expenditure of the LSGIs.

In four GPs and one BP, opening balance given in the AFS did not agree with
figures of closing balance given in AFS of previous year (Appendix IV).

In eight GPs, four BPs and one Municipality opening balance / closing balance of
AFS did not agree with the opening balance / closing balance of cash book for the
period 2005-06 to 2010-11(Appendix VI).

2.8.2 Preparation of Monthly Accounts

As per Government guidelines for the maintenance of Panchayat/ULB accounts,
every Panchayat/ULB shall prepare monthly accounts for every month and place it
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before the Panchayat Committee/Council at its first meeting held after the 10" day
of every month. Monthly Accounts were not prepared in 32 GPs and three BPs
(Appendix VII).

2.8.3 Stock verification
Physical verification of stock was not done by 17 GPs, one Municipality, one DP
and one BP (Appendix VIII).

2.8.4 Maintenance of primary financial records

(a) Cash Book

Guidelines for maintenance of Panchayat accounts and Municipal Accounting
Manual issued by the Government stipulate that all moneys received and payments
made should be entered in the cash book and it should be closed every day.
Monthly closing of cash book with physical verification of cash and reconciliation
of cash book balance with bank pass book balance under proper authentication was
to be made. Supplementary audit revealed the following deficiencies in the
maintenance of cash book by the LSGIs listed in Appendix IX.

. Cash book is the primary accounting record and over-writing is not
permitted. Erasure and over-writing were noticed in cash books maintained
by 45 GPs and five BPs.

. Daily closing of cash book was not carried out by 24 GPs, three BPs and
two Municipalities. In 37 GPs, the daily closing of cash book was not
certified.

. Monthly closing of cash book was not carried out by 20 GPs, four BPs and

three Municipalities. Seven LSGIs (three GPs, two BPs and two
Municipalities) did not close the cash book annually.

. 10 GPs and one BP did not certify the monthly closing of the cash book.

. 16 GPs, six BPs and one Corporation did not reconcile the cash book
balance with pass book balance.

® Physical verification of cash was not done in 47 GPs, five BPs and one DP
and two Municipalities.

. A monthly abstract was to be prepared on the last working day of the
month showing the details of closing balance of cash, treasury and bank
account during the month. Five GPs and one Municipality did not prepare
such monthly abstract.

. In 40 GPs, three BPs and one Municipality the functional classification of
receipt and expenditure were not recorded in the cash book.

(b) Register of Advances

Guidelines for maintenance of Panchayat accounts stipulates that all advances paid
are to be recorded in the Register of Advances. Five GPs and one BP did not
maintain Register of Advances. In seven GPs, three Municipalities and one
Corporation the advance register maintained was incomplete (Appendix VIII).
Non-maintenance/ improper maintenance of Advance Register could lead to
deficient monitoring and adjustment of advances.
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(c) Deposit Register

As per paragraph 3.37 of the Government order of June 2003 which prescribed the
Accounting Format of Panchayats, each institution has to maintain Deposit
Register to watch the receipts as well as adjustment of deposits. The procedures
prescribed for the maintenance of Advance Registers were to be followed in the
maintenance of Deposit Register. One BP and one GP did not maintain Deposit
Register. Maintenance of Deposit Register was incomplete in one Corporation, one
BP, two Municipalities and eight GPs (Appendix VIII).

(d) Asset Register

Kerala Panchayat (Accounts) Rules, 1965, Kerala Municipal Accounts Manuals
and Government Order (December 2005) stipulate that each LSGI should maintain
records of assets owned by it. Two GPs, one BP and one DP did not maintain
Asset Register. The Asset Register maintained by 23 GPs, two BPs, one
Municipality and one Corporation (Appendix VIII) was incomplete. Non-
maintenance/improper maintenance would have adverse impact on physical
verification and proper inventorisation of the assets. Shortcomings in the
management of assets have been included in Chapter III of this report.

2.9 Conclusion

Though there has been steady improvement in investments in Infrastructure and
Service sectors (except during 2012-13) which is a positive development, the
amount spent in Productive sector like Agriculture, Animal Husbandry, Fishing,
etc., registered the lowest of all values during the five year period 2008-09 to
2012-13 and there was increase in other expenditure like salaries, honorarium,
contingency expenditure, etc. The Development Expenditure Fund released to the
GPs was short by ¥ 132.40 crore due to mistake. With reference to the cost of the
projects formulated, the percentage utilisation of funds in the LSGIs was only
47.32. The largest shortfall in the implementation of the projects was noticed in
Corporations. There were shortcomings in the financial administration like budget
preparation, submission of monthly progress reports, preparation of monthly
accounts, etc.
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CHAPTER 111
PERFORMANCE AUDIT

3.1 IMPLEMENTATION OF EMS TOTAL HOUSING SCHEME
Highlights

The EMS Total Housing Scheme was launched in the State in 2008. The ultimate
goal of the scheme was to provide land and house to all landless and homeless in
Below Poverty Line category. The scheme was to be implemented by Local Self-
Government Institutions (LSGls) with the support of the Government. The fund
required was to be met out of Development Expenditure Fund, Own Fund and
General Purpose Fund of LSGIs and loans from Banks. A performance review of
the implementation of the scheme revealed deficiencies in identification of
beneficiaries, low coverage of landless beneficiaries, shortfall in mobilization of
funds, deficiencies in monitoring, etc. Some important points highlighted in the
review are indicated below:

Performance of the scheme during the period 2008-09 to 2011-12 was poor as
the achievement under urban and rural area was only 10 per cent and 24 per
cent respectively.

(Paragraph 3.1.7.1)

Though the scheme intended to give topmost priority for providing land to the
landless, this component of the scheme remained largely inoperative during
the scheme period.

(Paragraph 3.1.7.1)

Expenditure of ¥ 35.5 lakh incurred by Kollam Corporation for purchase of
land and construction of houses had become wasteful as the land purchased
was marshy and unsuitable for construction.

(Paragraph 3.1.7.3)

Implementation of the scheme was hampered due to non-transfer of
Development Expenditure Fund. As against the requirement of ¥ 5861.56
crore for the implementation of the scheme, the LSGIs mobilized only
¥ 1452.97 crore.

(Paragraph 3.1.8.1)

As one LSGI had availed loan in excess of requirement, the Government had
to bear avoidable interest burden of ¥ 14.97 lakh.
(Paragraph 3.1.8.3)

3.1.1 Introduction

EMS Total Housing Scheme (EMS Housing Scheme) was launched " by the
Government of Kerala in 2008, with the objective of providing dwelling units to
all landless and homeless® families Below Poverty Line (BPL) residing in rural and
urban areas in the State. The Scheme was implemented initially for a period of
three years from 2008-09 to 2010-11, and subsequently extended up to March
2012. Local Self-Government Institutions (LSGIs) were to select the beneficiaries
primarily from the BPL list. The LSGIs can also select eligible families outside the

' Launched in memory of the first Chief Minister of State Shri E.M. Sankaran Namboothirippad, on
his10™ death anniversary
? People having land but no house
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BPL list subject to certain criteria like women head of the family, resident of
panchayat for the last 10 years, girls at marriageable age, members suffering from
chronic diseases etc. During the implementation period, the LSGIs were required
to provide funds for purchasing land for the landless families in the first year and
for construction of houses subsequently.

The assistance payable under the scheme for construction of houses was I 75000,
T one lakh and ¥ 1.25 lakh for General, Scheduled Castes (SC) and Scheduled
Tribe (ST) categories respectively. The assistance was subsequently enhanced
(February 2012) to X two lakh for General and SC categories and ¥ 2.50 lakh for
ST category. The assistance was to be released in four instalments based on stage-
wise completion of works, viz., 30 per cent on completing earthwork excavation,
40 per cent on completion of basement, 20 per cent on completion of roofing and
balance 10 per cent on fixing of doors and windows. For those identified as
landless beneficiaries, financial assistance of ¥ 37500 for General category and
% 75000 for SC and ST categories was also given for the purchase of land.

The resources for the implementation of the scheme were Development
Expenditure Fund, Own Fund and General Purpose Fund of LSGIs and Loans from
Co-operative Banks.

anisational set u

The Commissioner for Rural Development (CRD) and Director of Urban Affairs
(DUA) under the Local Self-Government Department (LSGD) were responsible
for the overall co-ordination of the scheme at the State level whereas the Project
Directors of Poverty Alleviation Units (PAUs) in rural areas and Kudumbashree
District Mission Co-ordinators in urban areas were responsible for co-ordination at
district level. The Village Extension Officers (VEOs) at Grama Panchayats (GPs)
and Member Secretaries of Community Development Societies (CDS) in
Municipalities and Corporations were the implementing officers.

3.1.3 Audit Objectives

The audit objectives were to assess whether:

. the procedure of identification of beneficiaries was adequate
. effective management of utilisation of funds was in place
. implementation of the scheme was in conformity with the scheme

guidelines, Government orders and instructions issued from time to time

. the system for monitoring and evaluation of the scheme was adequate

3.14 Audit Criteria

The audit criteria were derived from the following:

. Scheme guidelines
. Orders and Instructions issued by the Government
. Approved Project Reports and Action Plan prepared by LSGIs

Scope and Methodology of Audit

The Performance Audit on the implementation of the scheme covering the period
2008-09 to 2012-13 was conducted from April to August 2013. Audit methodology
included scrutiny of records, issue of audit enquiries, obtaining replies, discussion
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with officials of LSGIs, conducting site inspections with officials of LSGIs,
collection of data from CRD, Directorate of Panchayats, DUA, PAUs, Office of
the Deputy Director of Panchayats (DDPs), District Panchayats (DPs) and Block
Panchayats (BPs).

Five® out of the 14 districts in the State were selected using Statistical Sampling
Method viz., Probability Proportional to Size Without Replacement (PPSWOR).
From each selected district, three Municipalities/Corporations and five GPs (total
38 LSGIs*) were selected for detailed scrutiny.

The performance audit commenced (16 April 2013) with an entry conference and
completed (5 February 2014) with an exit conference with Principal Secretary,
Local Self Government Department.

Audit Findings
3.1.6

Identification and selection of beneficiaries

As per the general survey conducted by the State Government, the projected
demand for dwelling units in the State during 2007 was 10.84 lakh. Though EMS
Housing Scheme aimed at providing dwelling units to all landless as well as
homeless BPL families, the State had not conducted any survey on landless/
homeless families of BPL category prior to launching the scheme. As such, the
State did not have data on landless / homeless families under BPL category.

The Government directed (May 2009) to include other eligible families not
included in the BPL list and not covered by other housing schemes. While giving
priority to the landless families, eligible candidates from SC, ST, Ashraya’ and
traditional fishermen families were to be invariably included in the list, provided
they were not covered under any of the housing programmes meant for these
categories.

The selection was to be made by a team consisting of VEO, Overseer, Integrated
Child Development Services Supervisor in the GP and Agricultural Field Officers
and other officers of transferred institutions in the Municipality. The list prepared
by these officials was to be subjected to a super check at block level (minimum 10
per cent) and district level (minimum two per cent). Thereafter, the list was to be
submitted to the District Planning Committee. Accordingly, the test-checked
LSGIs selected 19,562 landless families and 19,737 homeless families as
beneficiaries under the scheme.

Audit noticed shortcomings in the selection of beneficiaries as mentioned below:
3.1.6.1 Non-preparation of separate priority list

Scheme guidelines required that if the available assistance could not be provided to
all the beneficiaries, LSGIs were to prepare separate priority lists for landless/
homeless under General, SC and ST categories. Audit observed that though the
test-checked LSGIs selected beneficiaries through Grama/Ward Sabhas, separate
priority lists as envisaged in the guidelines were not prepared.

* Kannur, Kollam, Kottayam, Palakkad, Wayanad

* Wayanad District comprises of one Municipality only

* Ashraya introduced in the State in 2002-03, is the first integrated community based initiative for
addressing issues affecting the poorest of the poor who generally are not covered by any of the
designated poverty alleviation programmes.
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3.1.6.2 Authenticity of super check for selection of beneficiaries

Though all the test-checked PAUs had formed verification teams for super check at
block level and district level, none of the LSGIs had kept any document connected
with the required practice of super checks conducted by the verification teams.
Audit, therefore, could not ensure the authenticity of super checks carried out.

3.1.6.3 Non-inclusion of Ashraya families

Ashraya is the destitute identification, rehabilitation and monitoring project of the
State. According to the project report of the State Poverty Eradication Mission the
poorest of the poor among the society which include aged, destitute,
widows/widowers and patients having chronic diseases are identified as the
Ashraya beneficiaries. As per the scheme guidelines Ashraya families who had not
received assistance for housing were not to be excluded from the scheme under any
circumstances. Audit noticed that out of the 38 test-checked LSGls, 29 LSGIs had
not included 791 Ashraya families in the beneficiary list of EMS Housing Scheme,
in spite of the fact that they were not included in any other housing scheme. Thus,
the most deserving category of the society was deprived of the benefit of the
scheme.

3.1.6.4 Non-inclusion of SC families

Audit noticed that 464 SC families included in the selected list of EMS Housing
Scheme in eight test-checked LSGIs were not provided with any assistance on the
ground that dwelling units were provided to them under Indira Awaas Yojana
(IAY) and departmental housing schemes. However, Audit noticed that these
beneficiaries were not given any assistance either under IAY or other departmental
housing schemes. This goes against the spirit of the scheme in assigning priority in
consideration to SC families.

3.1.7 Implementation of the Scheme
3.1.7.1 Physical performance

Though the period of implementation of the scheme was initially three years from
2008-09 to 2010-11, extended to one more year in February 2011, the Government
had not fixed year-wise targets for LSGIs in implementing the scheme. The State-
wide physical performance of the scheme for the period 2008-09 to 2012-13° (up
to December 2012) as furnished by DUA and the Directorate of Panchayats is
given in Table 3.1.

Table 3.1: Overall performance of the scheme

Sources of Beneficiaries selected Beneficiaries received No of Percentage of
data assistance houses achievements

completed
Landless Homeless Landless Homeless

DUA 55071 33430 5576 15171 8854 10
Directorate 135850 334487 12856 145904 112128 23.84
of Panchayat

190921 367917 18432 161075 120982

® Though the Scheme ended in 2011-12, payments based on agreements executed within the scheme
period were made during 2012-13.
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The state-wide achievement of the scheme was very low (Urban area: 10 per cent,
Rural area: 23.84 per cent).

Table 3.2 shows the physical performance of the scheme in the test-checked
LSGls.

Table 3.2: Physical performance of 38 LSGIs in five selected districts

Name of No. of beneficiaries No. of beneficiaries to whom Coverage of selected
District & No. selected assistance provided beneficiaries
of test- checked (percentage)
LSGIs in Landless Homeless Landless Homeless Landless Homeless
bracket Purchase  Construction
of land of houses
1 Wayanad (6) 1871 5287 445 373 2331 23.78 44.09
2 Kottayam (8) 1644 2479 59 38 912 3.59 36.79
3 Palakkad (8) 2782 3749 564 341 1746 2027 46.57
4 Kannur (8) 1016 1752 62 58 1029 6.10 58.73
A Kollam (8) 12249 6470 719 365 2710 5.87 41.89

Total (38) 19562 19737 1849 1177 8728 9.45 44.22

Shortcomings in implementation of the scheme are mentioned below:

. Of 8728 homeless beneficiaries to whom assistance was provided, only
5547 had completed the houses and the houses of 3181 beneficiaries were
under various stages of construction (697 availed the first instalment, 1097
the second instalment and 1387 availed the third instalment).

B Out of the 19562 landless families, assistance for purchase of land was
provided only to 1849 beneficiaries (9 per cent).

. Of the beneficiaries to whom assistance for purchase of land was provided
(1849), assistance for construction of houses was given only to 1177
beneficiaries (64 per cent).

Thus, the scheme objective of providing land and dwelling units to all landless
families was not achieved in the districts test-checked. While the other housing
schemes gave preference to beneficiaries who owned land, EMS Housing scheme
was unique in the sense that it tried to give priority to landless people, but this
objective remained largely unfulfilled.

LSGIs attributed (April to September 2013) the reasons for the low coverage of
landless families to failure of the beneficiaries to submit the required documents,
not coming forward to receive the assistance due to insufficiency of assistance
provided, non-availability of land and high land cost.

3.1.7.2 Failure of departmental machinery to identify and allot land for
landless families

The scheme guidelines envisage that priority was to be given to landless families,
by providing them with land or assistance to purchase land in the first year and
assistance for construction of houses in subsequent years. The responsibility of
identifying Government land including freehold surplus/poromboke7 was vested
with the District Collector. A Search Committee was to be formed at
GP/Municipality/Corporation level to assist the District Collector to identify land

7 Land under complete ownership, rights, protection and use of Government
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and to provide support to the beneficiaries for purchasing land. However, no
Search Committee was formed in any of the LSGIs test-checked. Further, none of
the LSGISs, except two, initiated action to identify available land/ acquire land for
distribution among landless families.

Audit noticed that in case of the two LSGIs which identified land for distribution,
the landless families in these LSGIs were not benefitted due to delayed action at
different levels as mentioned below.

o Muttil GP identified 25 acres of revenue land in Muttil South Village and 104
acres of Government land illegally occupied by private parties in Muttil
North Village for distribution to landless beneficiaries. Though the GP
requested  (September 2009 &  September 2012) the District
Collector/Revenue authorities to initiate action to make available the above
land for distribution among the landless beneficiaries, the District Collector
or Revenue authorities are yet to handover land to the GP (April 2013).

. Kangol Alappadamba GP sent proposals to District Collector (November
2009) to release 660 ares® of poromboke land for distribution to its 34
landless beneficiaries. Though the District Collector recommended allotment
of land to the beneficiaries, no further action was taken by the Government to
distribute the land. In this connection it may also be mentioned that as against
requirement of 55.06 ares (136 cents) for 34 beneficiaries 660 ares were
proposed contrary to scheme guidelines.

3.1.7.3 Procurement of land not suitable for construction of house

Kollam Corporation disbursed
¥ 28 lakh (between June 2011
and January 2013) to 43
beneficiaries towards the cost of
land purchased from a private
party. Out of this, 25
beneficiaries were given
(between January 2012 and
January 2013) ¥ 7.5 lakh as 1%
instalment for construction of [ : ,
houses on the land purchased. Unsuitable land identified for construction
However, none of  the

beneficiaries had started construction as the land was not suitable for construction.
Audit noted that while releasing the above assistance the Corporation was aware
that the beneficiaries cannot construct houses in the proposed site due to
unsuitability of the land for construction. Inspection conducted by Audit along
with the officials of LSGI reconfirmed the fact that the land was marshy and not
suitable for construction, unless it was filled up with earth which would involve
heavy expenditure. Thus % 35.5 lakh incurred on the scheme (September 2013) had
become wasteful.

The Corporation stated that the payments were effected on the basis of location
certificate issued by the Village Officer and site inspection report of the Building
Inspector of Eravipuram Zone followed by recommendation of the zonal office.

81 are = 2.47 cents
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The Corporation may take action against the officers for issuing certificate without
verifying the suitability of land for construction.

3.1.7.4 Assistance for purchase of land without ensuring eligibility

As per Government order issued in June 2008, for a beneficiary to avail assistance
for purchase of land, not a single member of the family should possess land in
his/her name or bear a chance to inherit land.

Test-check revealed that 18 LSGIs disbursed assistance to 637 beneficiaries for
purchase of land based on certificates issued by Village Officers to the effect that
the applicants had no land in the particular village they resided. While accepting
such certificates, the GPs had not ensured that the family members had no land in
their names and had no chance of acquiring inherited property. Thus, the eligibility
certificates obtained by the GPs did not eliminate the risk of selecting ineligible
beneficiaries.

3.1.7.5 Non-adherence to plinth area limitation

With a view to safeguard the beneficiaries
from falling into debt trap and to deny
assistance to ineligible families,
Government decided (February 2011) to fix
the upper limit of plinth area of houses
constructed under the scheme at 60 square
metre. Site verification of 104 incomplete
houses revealed that construction of nine

houses was without adhering to the An unfinished house which did not
limitation in area. adhere to plinth area limitation

3.1.7.6 Unauthorised disbursement of assistance

The guidelines stipulate that the assistance was to be released in four instalments
based on stage-wise completion of works, viz., 30 per cent on completing
earthwork excavation, 40 per cent on completion of basement, 20 per cent on
completion of roofing and balance 10 per cent on fixing of doors and windows.

Audit noticed that Vythiri GP paid ¥ 2.18 lakh to 18 beneficiaries as advance
against the first instalment. Kollam Corporation paid ¥ 7.50 lakh to 25
beneficiaries towards first instalment based on the plan. Both these payments were
released in violation of the guidelines before commencement of construction work.
Further in the case of Panamaram GP although ¥ 10.20 lakh was paid to 51
beneficiaries towards first instalment, the records/certificates regarding completion
of earthwork excavation were not available.

These beneficiaries had not turned up for obtaining the second instalment even
after a lapse of one to three years. There was lapse on the part of the Secretaries in
releasing the amount in advance without ensuring commencement of work.

3.1.7.7 Delay in completion of houses due to non-mobilisation of resources
for enhanced assistance

While increasing the assistance in February 2012, the Government directed the
LSGIs to mobilize the required fund through bank loan for which interest would be
borne by the Government. Thirteen LSGIs stated that they could not mobilize even
the balance amount of loans already sanctioned which were based on the assistance
payable as per old rates as the Co-operative banks were demanding higher rate of
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interest. The enhanced rates of assistance entailed obtaining fresh loans at the
higher rate of interest. Due to non-availability of sufficient funds, payment of
enhanced amount of ¥ 9.19 crore to 1735 beneficiaries was pending in these 13
LSGIs. Thus, non-mobilisation of resources for payment of assistance at enhanced
rate retarded the progress in construction.

3.1.7.8 Non-formation of Housing Implementation Committee

Scheme guidelines envisage the formation of a Housing Implementation
Committee at Ward/Division level to extend a supporting hand to the poor and
weaker sections of the society, who are not capable of initiating housing activities
on their own. However, none of the test-checked LSGIs had taken any action to
form the Committee.

3.1.7.9 Non-provision of timber to ST beneficiaries

As per Government direction (November 2009) timber required for the houses of
ST beneficiaries was to be supplied free of cost from the Forest Department. Audit
noticed that though there were 695 ST beneficiaries in eight test-checked LSGIs
under the scheme, LSGIs except Sholayur GP, had not initiated any action to
provide timber to ST beneficiaries through Forest Department. In the case of
Sholayur GP, there was no response from the Forest Department to the GP’s
request to provide timber to ST beneficiaries. The matter was, however, not
brought to the notice of Government in LSGD.

3.1.7.10 Transfer of house violating the conditions of the scheme

As per guidelines, the beneficiary was to sign a contract with the Secretary of the
LSGI, registering his willingness not to transfer or alienate the property received
under the scheme for a period of 10 years. Site-visit by Audit revealed that a
beneficiary in Paravur Municipality sold out his house constructed under the
scheme and was staying in a rented accommodation. The Municipality was
unaware of the transfer. They replied that necessary action would be initiated.

3.1.8 Fund Management
3.1.8.1 Funding Pattern

The LSGIs including DPs and BPs were to set aside not less than 15 per cent of
their Development Expenditure Fund allotted for the years 2009-10 and 2010-11
and avail bank loans to the extent of one and half times the Development
Expenditure Fund allotted during 2009-10, for implementation of the scheme. The
principal amount of the loan availed was to be repaid by the LSGIs from the
Development Expenditure Fund of subsequent years and interest was to be paid by
the Government. LSGIs were also directed to make use of own funds, unspent
balance of General Purpose Fund and donations from voluntary
organizations/individuals for scheme implementation.

Tables 3.3 and 3.4 show the requirement of funds, funds mobilised and
expenditure incurred during the period 2008-09 to 2012-13 for the State as a whole
and in the LSGIs test-checked respectively.
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Table 3.3: State-wide details of funds required, available and utilised
(Tin crore)

Funds Development Loan Funds Expenditure Unspent
required Expenditure sanctioned available incurred balance
(2) Fund (€)) (3+4) (6) (5-6)
3 )] @)
(Percentage in bracket)
988.98 239.70 158.40
(24.2) (66) (34)
PRIs 4872.58 417.41 795.86 1213.27 1208.04 5.23
(24.9) (9915) (0.50)

| RIS

Against the requirement of funds amounting to ¥ 5861.56 crore (worked out at pre-
revised rate) for implementation of the scheme in the State, the funds available
with the LSGIs was only ¥ 1452.97 crore which constituted 25 per cent of the
funds required. Thus, there was shortage of ¥ 4408.59 crore for the implementation
of the scheme. If the revised rates were reckoned, the shortage will be much more.

Table 3.4: Details of funds required, mobilised and utilised in the test-checked LSGIs
(Tin crore)
Unspent
Balance
(5-6)
@)

Funds
required

(2)

Funds
available
(3+4)
5

Loan
availed
(sanctioned
loan in
bracket)
)

Name of
district
(1)

Development
Expenditure
Fund provided
3)

Expenditure
incurred

(6)

(Percentage in bracket)

Wayanad 12.98 (20.52) | 20.83(27.45) | 18.36(88.14) | 2.47(11.86)
Kottayam 4018 3.08 4.12 (14.04) 7.20(17.92) | 7.18 (99.72) 0.02 (0.28)
Palakkad 69.85 9.74 9.70 (26.43) 19.44(27.83) | 19.06 (98.05) 0.38(1.95)
Kannur 27.32 5.15 4.78 (16.92) 9.93(36.35) | 8.23(82.88) | 1.70(17.12)
Kollam 214.19 2430 6.20(1225) | 30.50(14.24) | 28.83 (94.52) 1.67 (5.48)

37.78 (90.16)

87.90 (20.57)

81.66 (92.90)

6.24 (7.10)

In the LSGIs test-checked, the shortage of funds was ¥ 339.52 crore (X 427.42 -
¥ 87.90). Audit noticed that 24 out of 38 LSGIs test-checked had not transferred
the minimum required amount from their Development Expenditure Fund to the
scheme account, resulting in shortfall of ¥ 5.67 crore. Though BPs and DPs were
also required to contribute their share of funds to the GPs to facilitate construction,
the inflow of funds to GPs on this account was not encouraging. Out of the 25 GPs
test-checked, only 16 had received DP share and eight GPs received BP share.
Seven GPs had not received any share from either DPs or BPs.

LSGIs stated that as they had to meet the expenditure on already
committed/approved schemes, sufficient amount could not be set apart from
Development Expenditure Fund for the scheme. The shortage of funds got further
accentuated with the Co-operative banks not willing to release loans already
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sanctioned as discussed in paragraph 3.1.7.7, when in fact the LSGIs needed funds
beyond the already sanctioned amounts.

3.1.8.2 Non-utilisation of Special Component Plan Fund

As per guidelines, the amount earmarked under Special Component Plan Fund
(SCP) can be transferred to EMS Housing Scheme Account for disbursement to SC
beneficiaries alone.

Kannur Municipality transferred (April 2010) ¥ 97.50 lakh from SCP fund to EMS
Housing Scheme Account against the actual requirement of ¥ 79.20 lakh to benefit
45 SC beneficiaries (38 landless and seven homeless). However, no amount was
disbursed to any of these beneficiaries till date (September 2013). No specific
reason was attributed by the LSGIs for non-utilisation of the fund.

3.1.8.3 Availing loan much in advance of requirement by Panamaram GP

As per the Government Order issued in November 2009, LSGIs were required to
avail loan only to the extent of actual requirement, in order to avoid unnecessary
interest burden on the Government. Government further directed that if any LSGI
created unnecessary interest burden upon the Government by irrationally availing
excess funds than required, the additional interest liability on the unutilised funds
would be recovered from the concerned Secretary and implementing officer of the
LSGL

Ignoring the above instructions Panamaram GP availed a loan ¥ four crore and
credited to EMS Account in four instalments during March 2010 to May 2011.
While drawing (March 2011) the third instalment of ¥ 19.2 lakh and fourth
instalment (May 2011) of ¥ 60.70 lakh, the GP had a balance of ¥ 1.01 crore and
X 1.87 crore respectively. As of March 2013, an amount of ¥ 1.93 crore remained
unutilised. As the balance at the time of transfer of third and fourth instalments was
sufficient to meet the payments made from March 2011 to September 2013, the
transfer of the loan instalment of ¥ 79.90 lakh could have been avoided. The
avoidable payment of interest on the excess loan amount drawn amounted to
T 14.97 lakh.

The GP replied that the huge transfer from loan account was done in anticipation
of distribution to all selected beneficiaries but due to non-completion of work in
time and non-execution of agreement by the beneficiaries, the funds could not be
fully utilised. The fact remains that the LSGIs should have regulated the drawal of
loan in accordance with the actual requirement, to avoid excess interest burden on
the Government.

3.1.8.4 Interest loss due to operation of scheme fund through current
account

LSGIs were required to operate a joint account in the bank from where the loan
was availed, in the name of President/Chairperson/Mayor and the implementing
officer. The share of the LSGIs and the loan amount were to be deposited in this
account. Audit noticed that most of the LSGIs had opened Savings Bank (SB)
Account which fetched four per cent interest. However, five® of the test-checked
LSGIs opened Current Account instead of SB Account which fetched no interest
on the amount deposited. The interest foregone during 2010-11 to 2012-13 by the
LSGIs on this account amounted to ¥ 49.60 lakh.

? Palakkad Municipality, Kollam Corporation, Kalpetta BP, Vadakarappathy GP, Meenangadi GP
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3.1.8.5 Non-crediting of interest by the bank

Sholayur GP was maintaining a joint SB Account in the Agali Branch Mobile Unit
of Palakkad District Co-operative Bank for depositing the scheme fund. Audit
noticed that the Bank had not credited any interest on the amount deposited.
Calculated at the rate of four per cent, short credit of interest (July 2010 to
November 2011) worked out to ¥ 9.8 lakh. The Grama Panchayat was not aware of
it till it was pointed out by the audit. This indicates laxity on the part of GP in
managing the fund.

3.1.8.6 Retention of scheme fund in Own Fund Account

Twelve beneficiaries of the scheme in five'” LSGIs refunded (June 2011 to April
2013) the assistance received together with interest amounting to ¥ 5.49 lakh as
they wanted to discontinue the scheme. Audit noticed that these LSGIs had
retained the amount refunded by beneficiaries in their Own Fund, instead of
crediting back to the scheme account.

The GPs replied (April 2013 - July 2013) that the amount would be refunded to the
scheme account.

3.1.8.7 Excess payment

As per the scheme guidelines, the assistance to SC beneficiaries for purchase of
land was ¥ one lakh in Corporation area and ¥ 90,000 in Municipal area. Kollam
Corporation paid (April 2012 - December 2012) assistance at the rate of ¥ 1.5 lakh
to 21 SC beneficiaries and ¥ two lakh to 92 beneficiaries against the admissible
rate of ¥ one lakh for purchase of land. The excess payment made by Kollam
Corporation on this account amounted to ¥ 1.02 crore for purchasing the land after
closure of the scheme in March 2012.

Palakkad Municipality paid (May 2013/June 2013) assistance at the rate of ¥ 1.75
lakh to two SC beneficiaries against the eligible amount of ¥ 90,000 for purchase
of land resulting in excess payment of ¥ 1.70 lakh. Kollam Corporation replied
(September 2013) that necessary action would be taken after taking up the matter
with Scheduled Caste Development Officer. The Palakkad Municipality replied
(July 2013) that the excess payment will be recovered.

3.1.9 Monitoring and evaluation

Efficient monitoring and evaluation of a scheme facilitates achievement of
objectives of the scheme within the timeframe. The accountability and
transparency of the scheme will be crystallized if appropriate monitoring and
evaluation system exists. The scheme guidelines envisage following mechanism to
monitor the implementation of the scheme:

e Constitution of Vigilance and Monitoring Committees (VMC) under Mahatma
Gandhi National Rural Employment Guarantee Scheme to act as the
Monitoring Committee for EMS Housing Scheme.

e Hundred per cent inspection by the officers of GP/BP/Corporation/
Municipality, and monitoring through the monitors of National Service Scheme
in Professional Colleges and other Institutions co-ordinated by District
Planning Committee.

1 Meenangadi GP (3255913), Vythiri GP (¥88535), Kalpetta Municipality (348050), Kanjirappally
GP (%108431), Pappinissery GP (¥48030)
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e Entrusting suitable officers, agencies, institutions, etc., with the responsibility
to ensure quality of construction.

Audit noticed that LSGD did not have any details regarding the monitoring activity
conducted during the implementation of the scheme. No mid-term appraisal or
evaluation of the scheme on its completion was carried out.

3.1.10 Conclusion

The major objective of providing houses to all landless and homeless families was
not achieved. Ninety per cent of the homeless in the urban area and 76 per cent in
the rural area are still remaining uncovered. There was no priority list of
beneficiaries. Ashraya families and SC families who were essentially to be covered
under the scheme were left out. The priority assigned to the landless families was
not properly adhered to. The failure of the scheme in achieving its objective was
due to absence of proper mechanism to identify beneficiaries and extending help in
identifying and distributing land, non-mobilization and poor management of funds
and lack of monitoring of the scheme.

3.1.11 Recommendation

. Ninety per cent of the landless beneficiaries are still left out of the
scheme due to non-availability/high cost of land. Urgent measures need
to be taken to provide dwelling units to the Ashraya and SC families
who were left out of the scheme.

® Better fund mobilization and management need to be adopted by the
LSGIs for providing assistance to all identified beneficiaries.

. Monitoring mechanism has to be strengthened to ensure that the
assistance given to beneficiaries has been utilized properly, by
stipulating definite timeframes for completing each stage of
construction.
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3.2

ASSET MANAGEMENT BY URBAN LOCAL BODIES

Highlights

Good asset management is a vital part of an organisation to assure that the
assets are providing optimum value. Under decentralization, the Urban Local
Bodies(ULBs) are entrusted with certain mandatory as well as general functions
relating to drinking water supply, rural housing, education, poverty alleviation,
solid waste management, health, sanitation, street lighting, etc. Consequent on
the above devolution of powers and functions, the Municipalities have become
the custodian of diverse range of assets. A performance audit of Asset
Management of ULBs revealed shortcomings in the planning and decision
making for creation and utilisation of assets, loss of revenue due to non-
utilisation of shopping complexes, non-maintenance of relevant data regarding
the assets in possession, non-accounting of assets, lapses in maintenance of
assets, prolonged retention of unserviceable assets, etc. Some of the important
points are indicated below.

Though management of solid waste and slaughtering of animals were the
mandatory functions to be performed by the ULBs, either solid waste
processing plant or slaughter house or both were not in operation in 12 ULBs.

Paragraph 3.2.6.2 (a)

Construction of a building taken up by the Alappuzha Municipality had to be
stopped after spending ¥ 22.22 lakh as the Municipality did not ensure
ownership on the land.

Paragraph 3.2.6.2 (b) (i)

Though Kottayam Municipality had incurred ¥ 1.02 crore for the creation of

slaughter house, truck terminal and a women’s hostel, the public could not

derive any benefit as the assets were remaining incomplete/unutilised.
Paragraphs 3.2.6.2 (b) (ii), 3.2.6.2 (b) (iv) & 3.2.6.3 (iv)

Small Industries Service Institute acquired by Shoranur Municipality at a
cost of ¥ 56.27 lakh during December 2002 was never put to use due to lack of
technical knowhow and manpower.

Paragraph 3.2.6.2 (b) (iv)

Assets created under social/service sectors at a cost of ¥ 51.53 lakh by two
ULBs (Kasaragod Municipality and Kozhikode Corporation) were remaining
idle for two to four years.

Paragraph 3.2.6.3 (vi)

A Mortuary constructed at a cost of ¥ 9.60 lakh by Thodupuzha Municipality
had not been put to use due to non-completion of electrical works.
Paragraph 3.2.6.3(i)

Three Municipalities (Alappuzha, Kottayam and Shoranur) had to suffer loss
of revenue amounting to ¥ 1.21crore due to non-utilisation/non-realisation of
rent of rooms in shopping complexes.

Paragraph 3.2.6.4

3.2.1 Introduction

Good asset management is a vital part of an organisation to assure that the assets
are providing optimum value. It covers acquisition/creation of assets including
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replacement, improvements and remodeling of buildings, roads and bridges as also
their accounting, utilisation, maintenance and disposal. Asset management
encompasses full life cycle of the management of assets in order to maximise their
advantage.

Diagram 3.1: Asset management cycle

i
&

Y
Utilisation

Under decentralization, the Urban Local Bodies (ULBs) are entrusted with certain
mandatory as well as general functions relating to drinking water supply, rural
housing, education, poverty alleviation, solid waste management, health,
sanitation, street lighting, etc. Government, in September 1995, transferred all
institutions, schemes, buildings and other properties, assets and liabilities
connected with matters referred to in the First Schedule to the Kerala Municipality
Act, 1994, (KM Act) to the Municipalities and Corporations. Consequent on the
above devolution of powers and functions, the Municipalities have become the
custodian of diverse range of assets. These assets are classified as (i) assets owned
and maintained by ULBs prior to decentralisaion, (ii) assets transferred to ULBs by
decentralisation process and (iii) assets acquired and built after decentralisation by
utilizing funds received from Central and State Governments, surplus out of own
resources and contribution from public.

s Organisational set up

Ward
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Identify
problems
&
priorities

In the decentralised planning set-up, Working Groups, Ward Sabhas, Standing
Committees, Technical Advisory Committees, District Planning Committees and
the Engineering Wing are the institutions/agencies involved in the management of
assets. The role of these institutions/agencies is given in flow chart 3.1.

Flowchart 3.1: Role of various functionaries

Engineering

Standing

Working | Committees Municipal Technical District Wing
Groups Council Advisory Blannin :
Discuss Committee g - Implementation
Prepare various Issues Committee :
g Administrative Conducts : - Accounting
project aspects of Sanction : Gives .
i tha technical approval - Maintenance
proposa scrutiny
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3.2.3 Audit objectives
Audit objectives were to examine whether:

the acquisition/creation of assets was properly planned and executed
all assets were properly accounted /documented

assets were effectively utilised for the intended purpose

there was a system for the upkeep and periodical maintenance of assets

effective system of monitoring and disposal of obsolete assets were put in
place

Audit criteria

Audit criteria were derived from the following:

e Provisions of KM Act

e Provisions of Kerala Municipal (Accounts) Rules, 2007
e Provisions of Kerala Municipal Accounts Manual, 2007
e Guidelines and orders issued by the Government

3.2.5 Audit scope and methodolo

A review of the asset management by the Local Self-Government Institutions
covering the period from 2002-03 to 2005-06 was included in paragraph 3.1 of the
Report of the Comptroller and Auditor General of India (Local Self-Government
Institutions) for the year ended March 2006. The review highlighted instances of
acquisition and creation of assets without proper planning leading to their
abandonment midway, encroachment of land due to non-protection of boundaries,
idling of capital assets, non-maintenance of assets, etc. The Committee on Local
Fund Accounts discussed the review. Their recommendations are awaited.

A Performance Audit on the asset management by ULBs was conducted from
April 2013 to October 2013, covering the period 2008-09 to 2012-13. Out of the 60
Municipalities and five Corporations in the State, 15 Municipalities ' and two
Corporations'” were selected using Simple Random Sampling after grouping the
districts into two strata, viz., Southern and Northern districts. Audit methodology
included scrutiny of records, physical verification, issue of audit enquiries and
obtaining replies, etc.

The performance audit commenced (16 April 2013) with an entry conference and
completed (5 February 2014) with an exit conference with Principal Secretary,
Local Self Government Department.

Audit findings
Audit findings are organized into the following sections

e Creation and utilisation of assets
e Accounting of assets

e Maintenance of assets

e Disposal of assets

"' Southern Region: Punalur, Alappuzha, Kottayam, Thrippunithura, Angamaly, Varkala,
Pathanamthitta, Thodupuzha; Northern Region: Chavakkad, Shoranur, Tirur, Perinthalmanna,
Mattannur, Kalpetta, Kasaragod

12 Southern Region : Thiruvananthapuram; Northern Region: Kozhikode
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e (Control mechanism

3.2.6 Creation and utilisation of assets

3.2.6.1 Trend of utilisation of funds for asset creation

The information furnished by the 17 ULBs test-checked, regarding the details of
the total expenditure and expenditure incurred on creation of assets during the five
year period 2008-13 is detailed in Appendix X.

As per the guidelines issued (May 2007/ August 2012) by the Government for the
preparation of Annual Plan during XI Plan period (2007-12) and XII Plan period
(2012-17), ULBs were permitted to utilise 50 per cent and 55 per cent of the
allotted fund respectively for infrastructure development. However, Audit noticed
that the utilisation of fund for the creation of assets was less than 10 per cent in six
ULBs'®. The lowest utilisation of fund for the creation of asset was noticed in
Thiruvananthapuram Municipal Corporation and Alappuzha Municipality (four per
cent each).

3.2.6.2 Planning process

Assets intended to be created or acquired by Local Self-Government Institutions
(LSGIs) should be commensurate with the immediate and long term requirements.
Audit noticed that no policy for creation, periodical counting, monitoring and
maintenance of assets had been prepared by the Government in respect of LSGIs.

The Government had, however, issued guidelines for the plan formulation
according to which the proposals for the creation of asset were to undergo a seven-
step process as shown in the flow chart given in paragraph 3.2.2. Audit noticed
shortcomings, as mentioned below, in the formulation of projects for the creation
of assets:

(a) As per Schedule 1 of KM Act, the mandatory functions of the ULBs
include management of solid waste and regulation of slaughtering of animals.
Though the selected ULBs had generally followed the seven step process for the
plan formulation, there was laxity in the formulation of projects for the creation of
solid waste processing plant/slaughter house during the five year period 2008-13
covered in audit. Audit noticed that either solid waste processing plant or slaughter
house or both were not in operation in 12 ULBs (both solid waste processing plant
and slaughter house: in seven ULBs, solid waste processing plant: in two ULBs;
slaughter house: in three ULBs). In the absence of any facility for treatment of
solid waste and slaughtering of animals, waste was being dumped in these
municipalities without any protection to the environment.

(b) The groups entrusted with the formulation of projects were to ensure
availability of hindrance free land and sufficient resources for execution of the
projects. Audit noticed lapses in this regard during the planning process, leading to
idling of assets as mentioned below:

(i) Construction of a building in the land not owned by the Municipality

Alappuzha Municipality formulated (2009-10) a project for construction of
Vishramasamuchayam and Shopping Complex near Alappuzha Beach Rest House
at an estimated cost of ¥ 25.50 lakh. In August 2011, the Department of Ports

" Alappuzha, Kasaragod, Mattannur, Pathanamthitta, Thiruvananthapuram and Varkala
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objected to the construction as the land was owned by them. Despite such
objection, the Municipality went ahead with the project and spent ¥ 22.22 lakh for
the construction of a building in the land. Subsequently, the Municipality had to
stop the work in February 2012 when the District Collector, Alappuzha intervened
in the matter. Thus, as a result of not ensuring the ownership of the land, the
expenditure of ¥ 22.22 lakh incurred on creation of the asset remained unfruitful.

(ii) Formulation of project without mobilizing sufficient fund

Kottayam Municipality awarded (December 2007) the work of construction of a
modern slaughter house to a contractor at a cost of ¥ 1.21 crore, stipulating the date
of completion as June 2009, which was subsequently extended up to January 2010.
After executing a portion of the work (value of work done: ¥ 53.50 lakh) and
receiving payment of ¥ 44.13 lakh, the contractor abandoned (January 2010) the
work due to non-payment of dues. Thus, the building has remained incomplete for
the last three years due to paucity of funds. The Municipality stated (May 2013)
that the payments could not be made due to lack of funds and that efforts were
being made to close the present contract and make available sufficient funds to
complete the project. However, no action had been taken so far (November 2013)
for mobilising sufficient fund to complete the project.

(iii) Construction of shopping complex without ascertaining demand

Construction of a shopping complex taken up by Pathanamthitta Municipality
during January 2000 was completed in May 2008 at a cost of ¥ 3.25 crore by
availing loan from KURDFC'*. Out of 100 shops in the building, 32 shops were
lying vacant from the date of completion due to lack of demand.

Audit noted that the Municipality did not conduct any feasibility study to ascertain
the demand and viability of the project before venturing into it. Thus, failure of the
Municipality in ascertaining the demand before launching the project has resulted
in the available resources of ¥ 3.25 crore being tied up in the asset.

(iv) Taking over/creation of assets without foresight about utilisation

e The Small Industries Service
Institute (SISI), established by
Government of India, to
promote industrial activities in
remote area, was taken over
(December 2002) by Shoranur
Municipality at a cost of
T 49.94 lakh. Subsequently, the
Municipality incurred ¥ 6.33
lakh (between November 2004
and August 2010) towards
construction of shed and repair
to the existing buildings. As SISI building in dilapidated condition
per the condition of transfer
deed, the Municipality was to continue the activities of SISI for the benefit
of the small scale industries. But, the SISI could not function due to lack of
technical knowhow, capital investment and manpower. The Municipality

'* Kerala Urban and Rural Development Finance Corporation
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did not take any measures to overcome these difficulties. As a result, the
building and the machinery of SISI were lying in dilapidated condition.

e Under the Centrally Sponsored Scheme ‘Initiative for Strengthening Urban
Infrastructure’ Kottayam Municipality constructed a truck terminal at
Kodimatha at a cost of ¥ 35.84 lakh'” in April 2010. The truck terminal was
intended to provide facilities for repairs of vehicles, basic amenities to
drivers and crew members and to arrest traffic congestion in the town.
These facilities had not been put to use so far for want of operators. The
Municipality stated that action was being initiated to operate the terminal
by its own arrangement. The Municipality, however, did not give any
justification for the delay of three and a half years for making own
arrangement for operating the facility.

Thus, lack of proper planning with regard to actual utilisation of the assets
rendered the investment of ¥ 92.11 lakh'® to remain idle.

3.2.6.3 Execution of projects

ULBs acquire assets as part of their infrastructure development for better civic
services and also to augment their revenue resources. Since acquisition/creation of
assets involves investment of scarce resources, proper execution is required to
ensure economic viability and usefulness of the assets. Shortcomings in the
execution of projects as noticed in audit are mentioned below:

(i) Non-execution of essential components forming part of the project

Audit noticed that assets were remaining idle due to non-execution of essential
components, as discussed below:

e Execution of civil works of a Mortuary and Post Mortem Unit at Taluk
Hospital included in the Annual Plan 2010-11 of Thodupuzha Municipality
was completed (October 2012) at a cost of ¥ 9.60 lakh. Despite completion
of building and availability of freezer unit, the mortuary could not be made
operational due to non-completion of electrical works.

e A project to provide irrigation facility (estimated cost: ¥ 15 lakh) at the
compound of Juvenile Home was approved by Kozhikode Corporation
during 2010-11. Although the work of construction of water tank and
installation of pump was executed (March 2011) at a cost of ¥ 8.21 lakh,
the facility could not be used as the remaining works like installation of
pipes, sprinklers and electrification were not taken up by the Corporation so
far (October 2013). Thus, the expenditure of ¥ 8.21 lakh incurred on the
project remained unfruitful.

Superintending Engineer stated (July 2013) that action will be taken to make the
Pump set and Water tank operational.

(ii) Projects at standstill due to flaws in agreement

Alappuzha Municipality formulated (2008-09) two projects, viz., construction of
crematorium at Chathanad (estimated cost: ¥ 15.75 lakh) and construction of a
building for women (estimated cost: ¥ 19 lakh) at Allissery Ward. Execution of

"% includes the cost of weigh bridge of ¥ 7.18 lakh
' (X 49.94 lakh + T 6.33 lakh) + ¥ 35.84 lakh
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these two projects entrusted to Costford'’ was at standstill since September
2010/February 2011. The total expenditure incurred on these projects amounted to
X 27.47 lakh. Audit noticed that the works remained incomplete as Costford
demanded cost escalation and extension of time for completion, which were not
allowable under the agreement, hence were not allowed by the Municipality. The
Municipality, however, could not take any action against Costford as the
agreement also did not contain any penalty clause and provision for enforcement of
risk and cost.

(iii)  Abandoned Anganwadi buildings

Construction of 13 Anganwadi Buildings taken up by Kozhikode Corporation and
Alappuzha Municipality during the period 2004-05 to 2008-09 was abandoned
after partial execution by Costford/convener/contractor as detailed in Table 3.5.

Table 3.5: Details of abandoned Anganwadi buildings

Name of ULB No of

buildings

To whom work entrusted

Year of Stage at which
starting abandoned

Kozhikode Costford 3 2005 Roof slab level — 4, Lintel

Corporation 3 2006 level-1, Foundation level-2,
1 2008 Not started-1
1 2010

Kozhikode Convener of Beneficiary 4 Roof Slab concrete

; : 2005

Corporation Committee

Alappl}zha. Contractor 1 2008-09 Not started

Municipality

Kozhikode Corporation and Alappuzha Municipality had not initiated any action
against the defaulting agency/convener/contractor. Further, the ULBs did not make
any attempt to complete the construction of buildings intended to accommodate
Anganwadi Centres functioning in rented buildings. Further details of the above
cases could not be verified as the files connected with the construction were not
available in the Corporation and Municipality.

(iv)  Delay in construction of a women’s hostel

With a view to provide accommodation for working women and students of nearby
areas and outside districts, Kottayam Municipality formulated (2001-02) a project
(estimated cost: X 3.54 crore) for the construction of a seven-storey women’s hostel
in a plot of land owned by the Municipality. Though the Municipality incurred
¥ 21.90 lakh on the project towards preparation of plan and design, soil
investigation, compound wall, etc. and the Government exempted the proposed site
from Zoning Regulations in February 2005, no progress had been made in the
implementation of the project so far (November 2013) for which reasons were not
available on record. Thus, creation of an asset intended to benefit the women
community did not materialize even after eight years of its clearance by the
Government, mainly due to laxity on the part of the Municipality. Delay in
implementation of the project would also cause considerable impact on cost
escalation.

) Non-utilisation of land

Test-check of the records revealed that though the Municipalities had acquired land
with the intention of providing specific facilities to the public, the lands remained

"Centre of Science and Technology for Rural Development, registered under the Travancore
Cochin Literary Scientific and Charitable Societies Act, 1955 and set up in 1985, involved in low
cost constructions
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vacant due to inaction on the part of the Municipality to provide those facilities,
resulting in blocking of funds as mentioned in Table 3.6.

Table 3.6: Unutilised land

Name of Extent of land (in Year of Cost Purpose for which land acquired
ULB acres) purchase ® in lakh)
1 Kalpetta 0.47 (4 plots) 2009 78.81 Children’s Park/ Bus stand/ Town
Hall
2 Shoranur 3.70 (1 plot) 2007 74.56 Developmental activities
3 Kasaragod 5.460 (5 plots) 2006 14.16 Solid waste treatment plant

(vi)  Non-utilisation of assets created for welfare programmes

Audit noticed that the assets created for certain welfare programmes were
remaining inoperative without any benefit to the public. The details are given in
Table 3.7.

Table 3.7: Assets created for welfare programmes remaining idle

Name of ULB Particulars of Buildings Year from which Cost
Mike ® in lakh)
Kozhikode Construction of Vanitha March 2010 13.17 Non-submission of
Corporation Vipanana Kendram completion certificate by
Engineering  Wing to

Kozhikode Construction of Vanitha June 2010 12.21 Revenue Wing
Corporation Training Centre
Kozhikode Food Analytical Laboratory March 2011 17.58 For want of electrification
Corporation
Kasaragod Day care centre March 2012 1.43
Municipality
Kasaragod Anganwadi building March 2012 7.14
Municipality

The Municipality/Corporation had not taken timely action to utilise these
buildings.

(vii)  Idle Plant and Machinery

Plant and Machinery worth ¥ 1.35 crore acquired by the ULBs were kept idle for
the reason specified in Table 3.8.

Table 3.8: Non-utilisation of plant and machinery

SL Name of Particulars  Year from which Cost R Remarks
No. ULB of assets idle in lakh)
1 | Punalur Solid waste | June 2011 4422 | The Municipality had not made any
Municipality | processing arrangement for operating the plant.
plant
2 | Kozhikode Biogas 1. Palayam Bus 37.84 | Components such as pressure release valves,
Corporation | plants -3 Stand - July 2010 pumps, solar heater, control panel for
numbers 2. Mofussil motoring operations, facility for biogas
Corporation Bus cleaning, etc., had not been completed/
Stand - March executed by The Kerala Agro Industries
2010 Corporation Ltd., the implementing agency.
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Sk Name of Particulars  Year from which Cost X Remarks
No. ULB of assets idle in lakh)
3. Central Market No action had been taken to complete the
- October 2009 projects.
3 | Kalpetta Slaughter December 2006 36.08 | Slaughter house was closed down due to
Municipality | house and Public protest. There was no treatment plant
bio-gas plant for processing waste. As the slaughter house

(cost: ¥ 22.03 lakh) was not operational, a
biogas plant built at a cost of ¥ 14.05 lakh
was also remaining inoperative.

4 | Thodupuzha | Biogas plant | November 2012 16.47 | Non-provision of water/ electric connection.
Municipality

3.2.6.4 Loss of revenue due to non-utilisation/ non-realisation of rent of
shopping complexes

The primary objective of construction of shopping complexes is augmentation of
revenue. It was incumbent on the ULBs to frame a well defined strategy with
appropriate controls regarding fixation of rent, maintenance, periodical revision of
rent, invoking penal action in case of default in payment of rent by lessees, etc.
Audit noticed that due to non-adherence to these requirements, many of the
shopping complexes built by ULBs were remaining without any return on
investment and resultant loss of revenue as mentioned in Table 3.9 below.

Table 3.9: Idling shopping complexes left without any return

Item/subject Audit observation

Alappuzha Municipality- Out of the 124 rooms in the shopping complex, offers for
only twenty-two rooms were received during September 2010
after two rounds of tendering. Although offer from one
person for two rooms was accepted by relaxing the tender
conditions (reducing the amount of deposit), the same
relaxation was not extended to two other persons for 20
rooms and this was despite the fact that there was no demand
for the rooms. The Municipality could not attract any takers
subsequently, even though Municipal Council drastically
reduced (November 2012) the deposit amount. Thus, the
Municipality could not earn substantial revenue of I 65.52
lakh towards rent (up to July 2013), apart from collection of
an interest free deposit of ¥ 1.19 crore.

Loss of revenue due to non-
acceptance of bid for rooms in
Shopping complex built as part
of EMS stadium

The Municipality stated that the offers were rejected based on
the decision (September 2010) of the Council not to accept
any offers with lesser deposit/rent than that fixed by the
Municipality. The reply is not tenable as the Municipality had
accepted reduced amount of deposit from other bidder.

Keuoaaumiopalioy The Municipality let out (September 2003) 17 rooms

Non- realisation of rent due to | (3454.59 square feet) of the Municipal Rest House to the
non-execution of agreement with | District Sports Council without any agreement. As a result,
the tenant the Municipality could not recover the rent amounting to
% 40.50 lakh (September 2003 to March 2013).

The Municipality reported (March 2013) the matter to
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Item/subject

Audit observation
Government for their intervention.

Shoranur Municipality -

Building remaining idle due to
non-maintenance

The Municipality has a three-storey shopping complex in old
bus stand in the town with 55 rooms (660 square metre). Out
of this, 11 rooms with an area of 165 square metre were lying

vacant from April 2003 onwards due to non-maintenance
resulting in potential revenue loss of ¥ 15.13 lakh (calculated
based on the information furnished by the Municipality) for
the period from May 2003 to September 2013.

The Municipality stated (December 2013) that provision is
being made for renovation of bus stand-cum-shopping
complex in ensuing years.

3.2.7 Accountin

Asset accounting includes recording complete, reliable and unbiased information
about existing assets so as to facilitate proper maintenance, periodical physical
verification as well as judicious replacement or disposal of assets in time. Audit
observations on asset accounting are discussed below:

3.2.7.1 Improper maintenance of registers

Kerala Municipal Accounting Manual and Government order (December 2005)
stipulate that each ULB should maintain asset registers in the prescribed form.
Audit noticed that the asset registers maintained were incomplete in all the ULBs
test-checked. The mandatory requirements such as survey number, date of
acquisition, cost of acquisition, year of construction, description of the property,
area, etc were not filled up in the prescribed form of the asset registers maintained
by ULBs.

The registers for immovable property, movable property and land in Forms GEN
31, 32 and 33 respectively as prescribed in the Kerala Municipal Accounts Manual
(KMAM) were also not maintained in any of the 17 ULBs test-checked.

3.2.7.2 Non- accounting of assets

(a) As per Government order issued in December 2005 a separate register was
to be maintained by each ULB to record the details of public lighting. None of the
ULBs test-checked, except Perinthalmanna, had maintained a register for recording
details of public lighting. Audit noticed that though sizeable investment was made
for public lighting by Kozhikode Corporation (X 7.83 crore during April 2010 to
March 2012) and Varkala Municipality (X 23.91 lakh during 2012-13), those assets
were not accounted for.

(b) Movable assets such as Dumper container, Power Sprayer and bins
procured by Kerala Sustainable Urban Development Project at a cost of I 24.25
lakh and handed over (September/November 2012) to Kozhikode Corporation
were not recorded in the Asset Re%ister of the Corporation.

(c) In respect of five ULBs'®, out of 283 vehicles recorded in the register,
although 54 vehicles were disposed of, the fact of disposal was not recorded in the
register. Out of these, eight vehicles were disposed of during 2008 to 2011,
whereas the disposal dates of 46 vehicles were not made available to Audit.

'® Kozhikode and Thiruvananthapuram Corporations and Kottayam, Alappuzha and Pathanamthitta
Municipalities
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Further, 247 vehicles acquired during 2008-09 to 2010-11 were not accounted for
in the Register.

3.2.7.3 Assets not incorporated in the Balance Sheet

The Balance sheets of Alappuzha Municipality for the years ended March 2011
and March 2012 exhibited the gross value of assets as ¥ 4.62 crore and ¥ 80.08 lakh
respectively. Audit analysis of these two balance sheets revealed that the asset
value as at March 2012 included only the acquisition during the year, but excluded
the opening balance carried over from previous year.

As part of introduction (April 2007/April 201019) of double entry accounting
system, the ULBs were required to prepare an opening balance sheet at the
beginning of the introduction of the system after valuing all the assets in
possession. Audit noticed that:

e Out of the 17 ULBs test-checked, 11 ULBs*’ did not value the assets for
the preparation of opening balance sheet. In all these Municipalities, assets

acquired for the year 2010-11 alone were included in the Balance Sheet for
2010-11.

e Shoranur Municipality acquired 5.86 acres of land (3 plots)*' during 2002-
07 at a cost of ¥ 1.17 crore. This was not included in the balance sheet for
the year 2010-11.

e Of the remaining six ULBs who had prepared the opening balance sheet, in
respect of four ULBs?, the records of valuation of assets for opening
balance sheet were not available.

3.2.8 Maintenance of assets
3.2.8.1 Shortfall in utilisation of Maintenance Grant

Guidelines for utilisation of Maintenance Fund issued by Government from time to
time stipulated that at least 80 per cent of the maintenance fund made available
shall be utilised during 2008-09 and 2009-10; 70 per cent during 2010-11 and 60
per cent during 2011-12 and 2012-13. In the case of short-utilisation, the same
shall be deducted from the allocation of second subsequent year.

In the 17 ULBs test-checked, there was shortfall in utilisation amounting to
% 18.51 crore during the years 2008-09 to 2012-13. The total amount deducted
from the budget allocation for the years 2010-11 to 2013-14 amounted to ¥ 11.17
crore. Thus, due to laxity in utilisation, the Municipalities were deprived of
Government funds that could have been used for maintenance of assets.

3.2.8.2 Non-observance of norms for maintenance of roads and buildings

As per the norms prescribed in PWD Manual while periodical maintenance such as
coloring, painting, repairing the doors and windows, roofs, etc., of buildings is
once in two years, white washing of buildings is to be carried out annually.
However, these norms were not followed by the ULBs test-checked.

" In five Corporations and two Municipalities (Alappuzha and Thalassery) with effect from

01.04.2007 and in the remaining Municipalities (58) with effect from 01.04.2010

20 Kottayam, Punalur, Pathanamthitta, Tirur, Perinthalmanna, Mattannur, Angamali, Thodupuzha,
Varkala, Kalpetta and Kasaragod

I Chuduvalathur -0.86 acre, Kavalappara- 3.70 acres and Kulappully- 1.30 acres

*? Thiruvananthapuram and Kozhikode Corporations, Chavakkad and Alappuzha Municipalities
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Test-check revealed the following:

e Due to non-maintenance of Government Higher Secondary School
Building at Pathanamthitta, the class rooms were to be shifted (August
2012) to other buildings.

e Out of the nine schools in Punalur Municipality, maintenance was not
carried out in six schools for the last five years and more.

e Out of 565 Anganwadi Centers functioning in own buildings, maintenance
to 368 buildings had not been carried out during the past five to ten years
(five to seven years: 128 buildings; eight to ten years: 240 buildings) in
nine ULBs out of 17 test-checked.

e Government accorded (December 2010) sanction to utilise Maintenance
Grant (non-road) for certain additional items like provision of drinking
water facility, construction of wells, baby-friendly toilets, etc. in the
Anganwadies/Balwadies. Audit noticed that out of 565 Anganwadi
buildings, drinking water was not provided to 289 (51 per cent) buildings,
toilet to 78 (14 per cent) buildings and electric connection to 232 (41 per
cent) buildings by 11 ULBs out of 17 test-checked.

e Kozhikode Corporation was not giving priority to maintenance/repairs of
buildings meant for health care of the poor. Out of 19 RCH (Reproductive
and Child Health) Centers functioning in own buildings at different wards
of the Kozhikode Corporation, maintenance to 14 buildings had not been
carried out for the last nine years though the roofs of the buildings were
leaking (in 6 cases) and floors, doors and windows, etc. also required
repair works.

3.2.8.3 Encroachment of school land due to non-protection of boundaries

Government LP School, Valacode, under the jurisdiction of Punalur Municipality
possessed 190 cents of land against which the actual possession was only 145
cents. The remaining 45 cents had been encroached upon due to non-protection of
boundaries. Municipality stated (May 2013) that the Tahasildar, Pathanapuram had
been requested to survey and demarcate the land, and that action would be taken to
construct compound wall.

3.2.8.4 Non-maintenance/repair of heavy vehicles

Nine heavy vehicles in three ULBs were lying unutilised for want of repairs for the
period from October 2009/March 2012 as detailed in Appendix XI. These
movable assets included some costly vehicles such as combined harvester (one
number), excavators (two numbers) etc.

3.2.9 Disposal of assets

Once the movable assets become unserviceable/ obsolete and no longer capable of
yielding further services, they have to be disposed of without delay to fetch
maximum resale value and to avoid the expenditure on supervision, storage,
maintenance and security.

Audit noticed the following in the disposal of assets:
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3.2.9.1 Non-disposal of defunct incinerator

The Punalur Municipality had installed an incinerator at Taluk Hospital at a cost of
X seven lakh during October 2001 which became defunct in July 2008. Though the
Superintendent of the Hospital had reported (July 2008) the matter to the
Municipality, no action was taken to get it repaired or replaced. The ULB stated
(May 2013) that a decision in this regard was still pending without citing any valid
reason for the delay.

3.2.9.2 Non-disposal of vehicles

Audit noticed that 22 unserviceable vehicles were lying in the Municipality/
Corporation without being disposed of. Details are given in Table 3.10.

Table 3.10: Details of idle/unserviceable vehicles

Name of ULB Item Date from which idle / unserviceable

1 Alappuzha Municipality Three wheelers-10 | Between January 2010 and January 2012
Tractor-1 March 1997
Road roller — 2 1997 and 1998
Lorry -5 2 lorries: between April 2004 and June 2005
3 lorries: between November 2011 and July
; 2012
2 Thiruvananthapuram JCB-2 March 2012
Corporation
Shoranur Municipality Lorry — 1 August 2006
B Varkala Municipality Road roller — 1 February 2010
- =‘ 5

e

\'ehicles'lying idle in Alappuzha Municipality
Prolonged retention of these idle vehicles would reduce their resale value.

3.2.10 Internal control

The internal control system relating to asset management available in the ULBs
was not effective. Physical verification of assets was not being done in any of the
test-checked ULBs, as a result of which the ULBs could not ensure that all assets
accounted for in the stock register/asset register were physically available.

In order to avoid possible disputes about the ownership and/ or encroachment it is
necessary to keep the title deeds of property under safe custody. Audit, however,
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noticed that against 41 plots of land (17.53 hectares) recorded in the asset register
of Punalur Municipality, the Municipality possessed the title deeds of <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>