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PREFACE· 

.. -:,_-

'This-~eport is prepafedfor submis;ion. to th~ Governor under Article 151 
oj the Constitutio~.- Thefinding~ aristn~from·performdnce~udtt .. a~d audit of 

··-· acco~n!s of Local. Self Govern~nen~ Institutions (Ls(}Is) for the. years .upto . 

2002-03 were included in the Report (Civil) of the Comptroller and Auditor 

-. General of india (CAG). From 2003-04 pnwards a ~eparateReportpf t~e CAG on 
- -'->' -_ ' -.- __ . ·. _:.:: -- - -· .- - - . . -- . 
.. LS,Gls is jirepar~d each year for inclusion ofauditjindings relating toLSGls;· . 

-. - - -_ - - . . . - - . . 

•_ ., ·.Chapter! of this Re~C!rFco.nt~ins an overvi~ ~~the ·structure and finances 

of tlze .LSG!s andrelated obs~~ations.In .Chapter 11, co:rzinent~_ aris{ng from . 

. supplemerltari: qudit ~ncler ·-.the, s~heme ~/~ro;it:/in£ :~Technicd(GUidance. a~d · 
- - -_ - • •• ' • 0 - : • ·- ~ -_ - '- - - ~ • - ' - - -_ -· • 

:Supervision· to the Director of_LQcal FundAudJt 111Jde_r Section 20(1). of tlze .. _. · 

· ~CAG's mfC) Jet, 1971 are includefi.; The remaining i:fiapi~rs contain audit.·· 

·observations arising from pef/ormance .audit and audit of;ac,counts -of all 
. -

·_ · categories : ol LSG!s- viz. District · Ptinqhayats, Block, Panchdyats, Grama 

. E'an~hayats, Municipal Corporations andlviunicipalttii/s. ·• - ~- . . - . . 

· . The_ cases menti?n~diiz the Report are amoizgJhose _lfhjch. came to '!otice _ 

iri'tli~ course oftest audit of accounts during·theyea~2006-0l ds·wel(dsthose 
_·.· - . . - . . - _;--~ -· 

. which had come to notice in¢arlier years but c;ould not be included in previous 

· Reports. Matters c relating. td ;he perlod subsequent ·to )006~07 • have als~ been 
--. . = • • ,- -·· -· • -

. . - - . . - . -. -- ·~-

. · inCluded wherever necess_ary.' 
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OVERVIEW 

This Audit Report includes seven performance reviews of which four are mini 
reviews and ten audit paragraphs. In addition, it also includes observations on 
the structure and finances of the Local Self Government Institutions (LSG!s) 
and the results of supplementary audit under the scheme of Technical 
Guidance and Supervision. Copies of the draft reviews and paragraphs were 
forwarded to the Government and the replies wherever received have been 
duly incorporated in this Report. 

I The Structure and Finances of the Local Self Goverttment 
Institutions 

Accounts of LSGis were in arrears since 1996-97. Cash books were not 
maintained and closed properly leading to internal control failure. 

Though funds of Rs.260. 80 crore were available for implementation of seven 
centrally sponsored schemes, actual utilisation was only Rs. 70.63 crore (2 7. 08 
per cent). 

(Paragraphs 1.1 to 1.18) 

II Technical Guidance and Supervision and the results of 
supplementary audit 

The Comptroller and Auditor General of India (CAG) provides Technical 
Guidance and Supen•ision tu Director of Local Fund Audit under section 20 
(1) of the CAG 's (DPC) Act, 1971. 111e scheme of TGS comprises audit 
planning, audit of 10 per cent of institutions and supplementary audit of 10 
per cent of institutions audited by DLFA. In 2006-07, supplementary audit of 
91 LSGis was conducted. It revealed improper maintenance of various 
registers of accounts, lapses in preparation of budgets and Annual Financial 
Statements and temporary misappropriations. 

(Paragraphs 2.1 to2.16) 

III Performance Reviews 

1 Implementation of National Rural Employment Guarantee Act 

National Rural Employment Guarantee Act, 2005 guarantees 100 days of 
employment to all households whose adult members are willing to do 
unskilled manual work. The planning process was defective leading to poor 
performance of the scheme. Unemployment allowance was not paid to any 
beneficiary. 

The process of planning was weakened due to non-preparation of labour 
budget and District perspective plan. 
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With grama sabhas not being convened in any test checked GPs in Palakkad 
district and door to door survey not being conducted at the commencement of 
the Act, in 13 out of 16 GPs in Palakkad and Wayanad districts, prospective 
beneficiaries were not made fulZy aware of the benefits entitled to them. 

Majority of the job card holders (108913 out of 213840) in the state did not 
apply for work due to lack of awareness and restrictions imposed on them 
from applying for jobs. 

Out of 267614 registered households in the state, employment was provided 
only to 99107 households (37 per cent) and the number of households who got 
employment for 100 days was 537 (0.54 per cent). 

Rate of wages paid in 12 out of 16 Grama Panchayats in the selected districts 
was less than the minimum wage rate of Rs 12 5 and there was a delay of up to 
56 days for payment of>vages in eight selected GPs in Wayanad. 

Unemploymenc allowance was not paid to any household in the State. 

(Paragraph 3.1) 

2 Implementation of Building Rules in Municipal Corporations 

Regulation of building construction in accordance with tile provisions of 
Kerala Municipality Act, 1994, Kerala Municipality Building Rules, 1999, 
zoning regulations and other related rules and Governmetlt orders is one of 
the functions of Municipal Corporations. Audit noticed numemus 
unauthorised constructions as a result of issue of permits in violation of the 
Act and Rules by A-fcmicipal Corporations. Short realisation of revenue and 
unsatisfactory delivery of services to the public were also noticed. 

No action was taken on 26.12 per cent of applications seeking for build111g 
permit in Thirul'Gnanthapuram and Kozhikode Municipal Corporations. 

Short realisation of additional fee of Rs. 36.28 lakh was noticed due to non
application of correct Floor Area Ratio (FAR). 

Thiruvananthapuram Municipal Corporation (TMC) issued building permit to 
a hospital in violation of zoning regulations. 

The selected Corporations regularised 11433 unauthorised constructions 
during 2004-05 to 2006-07. 

Though TMC detected unauthorised construction of a temporary shed, no 
action was taken either to regztlarise or demolish the construction. 

Unauthorised permission granted by TMC to construct residential building 
resulted in construction of 14 storey building in violation of KMBR and zoning 
regulations. 
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Overview 

Even though incinerators were to be installed in hospitals as per KM"BR. 67 
hospitals in both the Corporations were running without incinerators for 
disposing of bio •vastes. 

(Paragraph 3.2) 

3 Internal Controls in Urban Local Bodies in Ernakulam District 

A built in internal control mechanism to ens.ure effectiveness in carrying out 
the traditional functions and the transf erred functions by the Urban Local 
Bodies (ULBs) is provided in the Kerala Municipalities Act, 1994, rules 
made thereunder and Government Orders and guidelines. The internal 
control system in ULBs was very weak as rules regarding various control 
measures were not complied witiL The system could not ensure efficiency 
and economy of operation and failed to provide reasonable assurance 
against loss and misappropriation. 

Advances amounting to Rs.J0.37 crore paid by the selected ULBs during 
1975-76 to 2006-07 remained unadjusted as a result of control/apse. 

Non-adherence to internal controls prescribed in respect of assessment and 
collection of tax and non-tax revenue led to non-realisation of revenue. 

Non-maintenance of Personal Register led to lapse in internal controls for 
ensuring prompt action by the ULBs with respect to the documents received by 
them. 

Inadequate internal controls led to awarding the same work to a contractor as 
two different works in Municipal Corporation of Kochi (MCK) 

There was no provision in the Act and Rules for conducting internal audzt to 
check the efficzency of the internal control system. 

(Paragraph 3.3) 

4 Death cum retirement benefit scheme in Urban Local Bodies 

Receipts and payments under Central Pension Fund (CPF) were not properly 
accounted by the Director of Urban Affairs (DUA). Fourteen Urban Local 
Bodies (ULBs) did not remit penszon contribution on the due date resulting in 
arrears. The pension fimd was not sufficient to meet the expenditure on 
pension payments. At the existing rates of contribution, it was not possible to 
nm the scheme successfidly. Though administrative expenses of Rs. 74.64 lakh 
were to be met from CPF, it was incurred from Governmentfimds. 

(Paragraph 3.4) 

5 Implementation of RIDF projects 

Out of 617 projects undertaken during 1997-2006, only 369 could be 
completed. Go,·emment did not release Rs.38.07 crore to the Block 
Panchayats out of Rs.138 66 crore released by NABARD. Two works 
undertaken by tv.·o BPs were abandoned after spending Rs.38.64 lakh due to 
non-availability of land. It was noticed that three BPs did not account 
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Rs 98.36 lakh recei\•edfor implementation of the scheme and the expenditure 
received therefrom. 

(Paragraph 3.5) 

6 Management of food grains in Sampoorna Grameen Rozgar 
Yojana (SGRY) in Block Panchayats and District Panchayats 

Instead of issuing foodgrains from authorised retail dealers to the labourers 
based on actual work done, the foodgrains were issued directly from FCJ 
godo~·m to the convenors in lumpsum resulting in diversion and fraud. The 
convenors of 403 works derhed undue benefit of Rs.5.44 crore by diverting 
7666.66 MT of food grains to open market. 

While the records of FCI showed that the entire allotment of 2243 MT of rice 
for the year 2002-03 in respect of District Panchayat (DP) Kallam had been 
lifted, the DP could not account for 1438.643 MT of rice valuing Rs.2.04 
crore. 

(Paragraph 3. 6) 

7 Special Live Stock Breeding Programme 

Funds released by Government and LSG!s exceeded tlze actual requirement 
with reference to the actual number of calves enrolled resulting in irregular 
excess release of Rs.JJ.94 crore. 17ze dropout rate was as high as 24.93 p er 
cent in selected districts. The subsidy amount was not sufficient to issue feeds 
for the prescribed period due to non-revision of wbsidy rates in 
synchronisation with the increase in price rates of feeds. The calving age of 
calves could be reduced only in respect of 27.72 per cent of the calves 
enrolled in selected districts. 

(Paragraph 3. 7) 

IV Transaction Audit 

Injudicious decision to advance Rs.3.93 crore to KSEB for implementation of 
Arippara Hydro Electric Project without executing agreement resulted in loss 
o.f interest of Rs.l.97 crore. 

(Paragraph 4.1) 

Unauthorised closure of Treasury Public account and crediting funds of 
Rs.49.50 lakh received for irnplementation of Centrally Sponsored Schemes to 
Government account resulted in the non-implementation of Centrally 
Sponsored Scheme by the Block Panchayat, T7wliparambu. 

(Paragraph 4.2) 

Failure to conduct sub soil test by Block Panchayat, Clzerpu resulted in 
sinkage of road leading to abandonment of the work and expenditure of 
Rs.43.26 lakh becoming infructuous. 

(Paragraph 4.3) 

xu 



Injudicious dec zsion c?lthc! District Panclwmt. 'J7m.ISW to lumd owr thr
constmOion and 1mrking o{tln rice park to AS!R~~l/) ll'lthout t 11.11/l'lllg 

propc!r monitoring and control mcchantsm on its \l'orking 1'<'1'11/tcd in closmg 
d01m of the RICe Park and resultnntuJ!fi·uiUul expenditure of Rs ,_23 crore. 

(Paragraph ..J. 4) 

Allotment of General Pwpose Grant to the Cvrporath)ll of f,:oc hi during 
2005-06 without deduuing the amount alreat~\' allotted resulted in relea1·e o( 
funds in exce.H (if budget prO\ ision leading to irregular Jil·crsion r!t' plan 
jimds of Rs./.29 crorefor payment ofsalary and other non-plan expenditure 

(Paragraph ../.5) 

A bridgt: across Kamwdichal con::;tructed in Januan· 2002 in Kumarakom 
Gram a Panclwyat could not he used as the approach road sank 111 ice despite 
technical Jea1·ibility stili~\ carried out by Go1·crnmcnt Engmccnng Collegl', 
Thiruwmanthapuram resulting in un(mit(ul expenditure o( R.s 64 4' lakh .. 

(Paragraph ..J. 6) 

Embezdcment o(food grains costing Rs.34.03 lakh by the staff of ,frattupu=lw 
Grama Panchavat 111 conninmet ll'ith connmors in arranging works rclatinf!, 
to Tsunamz relief. dcteued in audit. 

(Pamgraph ..J. 7) 

To ai'Oid the laid doll'n tendering procedures _\funicipal C01poration lJ"Koc hi 
resorted to splitting the H'ork of supp(v and installation <!( 'odium l'tlfJOllr 
lamps Ihis resulted in adoption c~( higher market ratc5 in tlw estimates and 
excess expendiwrc c?f Rs 45 35 lakh. 

(Pamgraplr ./.8) 

Non-reahsatzon o(1·alue vj sand extracted b) cuntractorfur 5 1r1 months led to 
undue bt:nef/t cl Rs./2. 72 lakh to the contractor 111 Anmrppulam Grama 
Panchm·at. 

fParagraplr ..J.IJ) 

Plan fimd of Rs.27.87 lakh meant for prm·zding house plots and hauscs to 
purambokku dwellers 1ms cln·crted by MCK for liquidat111g loan lwbilitv o( 
beneficiaries o(/wusing scheme implemented by Greater Cochin Oen•lopment 
Authority 

(Paragraph ..J.l 0) 

.. ----
:X Ill 





CHAPTER I 

THE STRUCTURE AND FINANCES OF THE LOCAL SELF 
GOVERNMENT INSTITUTIONS 

I Ll Introducti2n - ' 
1.1.1 The Kerala Legislative Assembly passed the Kerala Panchayat Raj 
Act, 1994 (KPR Act) and the Kerala Municipality Act, 1994 (KM Act) in the 
year 1994. As envisaged in these Acts, the Government transferred 
(September 1995) to the Local Self Government Institutions (LSGis) the 
functions, functionaries, institutions and schemes relating to matters enlisted 
in the respective Schedules to the Acts with effect from 2 October 1995. 
Government transferred the assets and liabilities of the transferred institutions 
also. Though LSGis were made responsible for the administration of these 
institutions, they were not empowered to sell, transfer, alienate or pledge the 
transferred assets. The Government, however, continued to pay the salary of 
transferred employees. 

lt.2 Decentralised Planning 

1.2.1 As envisaged in the Constitution and the State Acts ibid LSGis 
were to plan and implement schemes for economic development and social 
justice. Based on this, Government decided (July 1996) to decentralise the 
planning process in Kerala during the Ninth Five Year Plan and earmark 35 to 
40 per cent of the State's annual plan outlay for the projects drawn up by 
LSGis. Government designed the decentralised planning process in a 
campaign mode called People's Plan Campaign with the active participation of 
all sections of people in the form of Working Groups, Grama/Ward Sabhas 
and Development Seminars. This initiative of planning from below continued 
during the Tenth Five Year Plan under a different nomenclature viz. 'Kerala 
Development Plan'. The grass roots level planning by the LSGis completed 
ten years by the end of2006-07. 

I 1.3 Profile of LSGis 
F 

1.3.1 As on 31 March 2007, there were 1223 LSGis in the state. The 
details of various categories of LSGis, their area and population were as 
follows. 

- Average A'erage Density of 
Sl Area 
No 

Type of LSGis Number 
(Sq Km) are:VLSGI Population Population Population1 

(SqKm) per LSGI per SQ Knt 
I Corporations 5 477.99 95.60 2456200 491240 5139 
2 Municipalities 53 1253.22 23.65 2738170 51664 2185 
3 District 

Panchayats 14 37123.79 2651.70 26647004 1903357 718 
(DPs) 

4 Block 
Panchayats 152 37123.79 244.24 26647004 175309 718 
(BPs) 

5 Gram a 
Panchayats 999 37123.79 37.16 26647004 26674 718 
(GPs) 
Total 1223 38855 31841374 819 
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1.3.2 The election to 1223 LSGis in Kerala was last held in September 
2005 when 20554 representatives were elected. 

1.4.1 LSGis constituted in rural and non-rural areas are referred to as 
Panchayat Raj Institutions (PRis) and Urban Local Bodies (ULBs) 
respectively. LSGis in the State were constituted based on a three-tier system 
as shown in the chart below: 

The members of each tier of the Panchayats 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. 

1.4.2 The President/Chairperson/Mayor is an ex -officio member of every 
Standing Committee and the Vice President/Vice Chairperson/Deputy Mayor 
is an ex-officio member and Chairperson of the Standing Committee for 
Finance. 

1.4.3 Each PRJ has a Secretary and supporting staff who are Government 
servants. The Secretaries of Municipalities and Municipal Corporations are 
Government servants while the staff belongs to the Municipal Common 
Service. 

1.5.1 According to Section 9(1) of the Kerala Local Fund Audit Act, 
1994, (KLFA Act) the LSGis were required to submit annual accounts to the 
Director of Local Fund Audit (DLFA) within four months after completion of 

2 
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the financial year and the audit was to be completed within six months of the 
receipt of accounts (Section 10 ibid). The audited statements of accounts 
submitted by all LSGis were to be consolidated by an authorised officer for 
submission to Government and for placing before the Legislative Assembly~ 
Contrary to the above provisions, KPR Act and KM Act specified that the· 
Annual Report as certified by DLFA should be submitted to the 'authorised 
officer' not later than by 15 May of the following. year. Though Government 
agreed (July 2007) to makesuitable.amendments to the KPR and KM Acts to 
avoid conflicting provisions, based on the comments included in the Reports 

. of CAG for the previous years, necessary amendments were not made in the 
Act as of December 2007. 

1.5.2 KLFA Actprovided for authorising an officer for consolidating the 
. accounts of all LSGis. Though Government authorised (December 2004) the 
Deputy Director of Panchayats (DDPs) and Assistant Development 
Commissioners (ADCs) to collect and consolidate the accounts of GPs and 
BPs respectively, no officer was authorised to collect and consolidate the 
accounts ofDPs, Municipalities and Corporations. However, neither the DDPs 
nor ADCs collect the details even from GPs and BPs. 

:t5.3 Government did not frame Rules and Manuals for preparation of · · · 
budget and accounts in PRis ill tune with the revised accounting formats, This 
contributed to the poor accounting and financial reporting by PRis. 

I ' . 

1.5.4 Adnhmstrative Report of e~ch LSGI was to be prepared every year . 
by 3 0 September of the succeeding year and forwarded to an officer authorised 
by the Government for cOnsolidation and submission to the Government and 
the Legislative . Assembly. No officer has been nominated to ensure 
preparation and consolidation of the Administrative Reports. · 

. 
1.6.1 The DLF A is the primary auditor of the LSG!s. The CAG provides 
Technical Guidance and Supervision (TGS) under Section 20(1) of CAG's 
(DPC) Act, 1971 for the proper maintenance of accounts and audit of LSG!s. 
The CAG also conducts audit of LSGisunder the provisions of sections 14 
and 15 ·of the Ac.tibid wherever applicable. 

:t6.2 It was mandatory on the part of LSGis to submit their accounts to 
DLF A for audit by 31 July every year. As on 31 July 2007' the accounts upto 
2006-07 were to be submitted. However, as of December 2007, 3633:-accounts 
pertaining to the period from 1996-97 to 2006-07 were in arrears as shown in 
the table below. 
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· The pQ~itioi/~farrears dtmrig:the previous ·ye~- w~s4659, During the turrent 
..... yea.f,-though this was~redi.ic~d to :3633; the. nuiuber of acdol1nts received \v,:as . 

-ollly· 2249 which .w'as 38,24 per cent•of (lCCOU~ts•receivable (5882). Eve!l: 
though the arrears related to periods as early a:s from '1~96~97,. the DLFA did . 
not taki any actionlinder·F,.ule 16 of the Kerala li:o<iai-:Pl!nd .A~d~tRul~s,T99§: ,._: _ 
to AaiTY our proceedingiiin. CoUrt oi:law againstt11~ sep:efar1~s of &uch LSGts .. ~- ~~; 
which.he~vily defaulted the SUOini~~~Oll of accounts.:: . ·_,. , . ,· .. , . -.... . . - . 

. i6.3 --.- . :. The numb~r ofLSGis·\~i1ich did n~f subil{iuh~ir' acc~unt~ \Vitliiri .. - . 
. ' -:onb year •. and .. two y~_ars. ~ftet. tlie c to:rp.pletion;, of the _fin~cial year. were· 'as . 
· . detailed below:-:- · · -- · · · · · · · -. -. . . . . . · 

•· -~:rsw~~~!:03-~.;~~~f{§:i:;~~~~~~fd~~;~~~~:~~=fso:!~:~t.::-·c_:~. _··;~,~~--
' years dunng'Jheperiod from 200t,.01to2005-06: 129LSGis could'notsubfuit :' 

. their accounts forth~ year 1996:.97 ev~nwithm 10 years'as'sho~·in.'th.~~table'> ::. 
· UI1der.para&rapl1L6.2,- · . - ·. . . . · .. _. . . · · · - .. · 

DLFArece:ea;;~~ :;::::;:;:u~z:::~::J!u(.ofn377 rOCeivOble < .··. • 
during the p·eriodJrom 1996'"97:to"2oo6-o1 .. Though 7647 accounts .wei·e ·. _- .. 

. . ·[ . '.·. ... '. . . . ... . '· •·< ..... ::_·_-· 
. -~' 

· .. ~-
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l t.s Database on the finances of LSGis 

1.8.1 As recommended by EFC, the CAG prescribed eight standard 
formats for creation of database on the revenue and expenditure of all LSGis. 
These were accepted by the Government in September 2004. Development of 
database was, however, not started as of March 2007. Though the Government 
planned for automation and networking of the operations of LSGis, it did not 
materialise. 

lt.9 Grants r ecommended by Twelfth Finance Commission (TFC) 

1.9.1 The share of grant recommended by TFC to Kerala State was 
Rs.ll34 crore (Rs.985 crore for PRis and Rs.l49 crore for ULBs). The 
average annual share of each GP and ULB would work to Rs.l9.72 lakh and 
Rs.51.38 lakh. The PRis were to improve the service delivery in respect of 
water supply and sanitation by taking over assets relating to water supply and 
sanitation created under Swajaldhara Programme and were to utilise the funds 
for maintaining them, whereas the ULBs were to utilise at least 50 per cent of 
the grants for solid waste management including collection, segregation and 
transportation of solid wastes. The State was to assess the funds required for 
building database and maintenance of accounts ofLSGis and to earmark funds 
accordingly from the grants. 

The State Government, however, was of opinion that there was no necessity to 
disburse the above grants to the LSGis as they had been providing every year 
grants to LSGis much in excess of the TFC grant released (Rs.2408.51 crore 
during 2005-06 and 2006-07 as against TFC grant ofRs.453.60 crore) by Gol. 
Further, the Government took a stand that the TFC grant was to augment the 
Consolidated Fund of State for enabling it to release funds to the LSGis in 
accordance with the recommendations of the State Finance Commissions 
(SFC) and the TFC grant was not an additionality to what was recommended 
by SFC to be devolved from the State to the LSGis. Gol released a total 
amount of Rs.453.60 crore during the period 2005-06 and 2006-07 as shown 
below:-

Year Instalment Amount received Date of receipt 
(Rs in crore) 

2005-06 I 113.40 26 August 2005 

2005-06 II 113.40 02 February 2006 

2006-07 I 1 ~3.40 30 August 2006 

2006-07 II 113.40 05 March 2007 

Total 453.60 

Government stated (December 2007) that they issued (January 2006) a circular 
to the LSGis suggesting that at least 50 per cent out of the TFC grant should 
be utilised for solid waste management by ULBs and for rural water supply 
schemes by PRis. Government did not fix the allocation of TFC grant due to 
each LSGI. Therefore it was not possible either for the LSGis to adhere to the 
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suggestion of the Government or for the Government to ensure proper 
utilisation by the LSGis. 

~.18 FIUldsoiLSGis j 
1.10.1 The receipts ofLSGis are classified into four groups viz. grants-in-
aid, loans, own funds and other receipts. Based on the recommendations of the 
Third State Finance Commission (TSFC), these groups were further classified 
into categories 'A' to 'G ' adding one more category as shown in the chart 
below: 

~13 ~~c ~n ~F ~E c...,._ r 

Slat.: f\lnclo for 
~ ~} 'M~ 

~ ~F\m\1 ~ E~ 

AM Wid 
\~-l'ta!l .·~ l't1lli 

' Ooll'!ml 

From 2006-07 onwards the unutilised funds at the end of every year under all 
categories except category 'B ' would not lapse to Government. 

1.10.2 The State and Central Governments provide grants for specific and 
non-specific purposes. Funds received for specific purposes are called tied 
funds and those for non-specific purposes untied funds. Grants received under 
Category 'A' are untied whereas those under Category 'B' and 'E' are tied. 
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The.different categories of fundS are as follows: 

· :L11.1 Category· 'A' funds are. plari ~ds provided by the State 
·oovefl1)11ent to the LSGis from the state annual plan ·outlay to carry. out 
projects formulated by the· LSGis under Peoples Plan Campaign/Kerala. 
Development Plmi. From 2006-07,. this category ·of. funds were · rena.."Tied · as ·. 
'Development Expenditure Fund' and allocated from the Non-plan funds of. 
the State Goveriiment The share of each LSGI is predetennined as indicated 
in Appendix IV of Detailed Budget Estimate ofthe Strite every year. As per 
the original budget estimate the amount provided during 2006-:07 wa8 Rs.1400 . 
crore under three sectors .viz. General, Special Component ·Blan (SCP) and 
Tribal Sub Plan(TSP} as detailed in the table below: 

Corporations . 5. 70.50 21.49 .• 91.99 

2 Municipalities 53 88.70 25.06 0.69 ·114.45 
.. 

3 . District Panchayats 14 116.60 71.29 17.94 205.83 

4 BlockPanchayats 152 116,60 .71.29 . 11.96 199.85 

5 Grama Panchayats . 999 544.10 213.87 29.91 787.88 

Total 1223 936.so· 403:oo 60.50 1400.00 

* Includes provision for special incentive of Rs.2.35 cror~, Rs.50 lakh and Rs.50 lakh to outstanding 
GPs, BPs and Municipalities respectively. · · 

An amoim.t ofRs.37.7i lakll'was additionallyp~ovided inthe supplementaiy · 
budget making the total provision Rs.l400.38 crore. The actual expenditure 
incurred· ty the State Government was Rs.l400.36 cron~~ As the budget 
provisions for General, SCP and TSP categories werenotcmade tinder separate 
heads of accounts, the actual expenditUre incmTed under these categories were 
not available indicating the need for classifying and' moniforing expenditure' · 
especially under the prioritY sectors ofSCP and TSP. 

J;U.2 Based onthe recommendations of TSFC, funds allocated totlie 
LSGis for meeting their expenditure on traditional functions; maintenance and 
development activities were released to the LSG Is by way of transfer credit to 
Public Account as Deposit of Loc~l Bodies from the Consolidated Fund of the 
State on instalment basis. Thus the figures of expenditure booked in the State 

, Accounts was actually the atnount transferred to the, Public Account .and not 
the actual expenditUre incU1Ted by· the LSGis. Of the amount of Rs.l400.36 
cron~ transfer credited to· the Public Account, there was ·an unspent balance of . . 
Rs.178.99 crore which indicated that only an amount of Rs~l221.37 crate 
(87.22 per cent) was actually spem:tby the LSG1s as detailed below: 
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98.84 .· 

.179.82 

- However; tlle utilisati~n ofCategory 'A' funds atl{s.l221.3 7 crore duii.ng 
-· - . 2Q06-:07- was ·higher whencmnpared to Rs.l 008 J 5 crore of t~e !ast year.'_ 

.. ·. 1.11.3 The poli~y state~ent of 1996 envisaged im.plementaiion of 35-,40 · 
per cent of State's plan progr.:uhm.es· should consist ofschemes formulated and . 
implemented by LSGisfroni th~'year199J~98.with correspoildmg:clevolution-

- of funds to the LSGis.· Howev~r, the .. amount provided to LSGis ii1 the State 
Budgefwas ~.6731.69 crore duririg the· periodfrom 2002~03 to _2006~07 

~ · ·which was 28;89 per cent. Against .this, ·•the amount released was ·only 
· Rs5705.21 crore which was 31.79 p~r cent of total plan expenditure of the 
State as shown below: . - . . - . -

. -.The short releasewas Rs.576.23* crore during the period2002~03 to2006:-.07. 

1.UA Category 'B' funds consist--of plan and ~non-plan funds for. 
.iillplementation. of state schemes transferred to. L$Gis:~ The 1Tiajor State-
. Sponsored _Plan schemes. are Special ;tive: .Stock : Bxeeding ·Programme, 
distribution oOimise sites to- rural landless workers,- ett. _.whereas 'distribution 

. -of l:memployillent wages,. agricrtltural W'oikers pensicm, widow pension, etc. _··· 
- :are the rion-plan schemes. The share of ea.cir LSGI 'is no( provided in the -

.·._budget andis deCided by the·Head ofthe Department to whic4 the scheme
relates. The allotments offunds are made by-the<Distric( officers of the 
Department: -concerned. --Department/Major Head-\vise : allocation ._ and 

. ·. .. . --

- -__ .. · *(35percentofl7cJ46.97) .:_ 5705.21= 576.23 -. 
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utilisation of plan and non-plan funds under category 'B' during 2006-07 were 
as follows: · 

1 1 

i 2 2210-Medical and Public 
Health 

20.84 20.84 11.47 55.04 55.04 

' 3 221'7-Urban Development 14.09 14.09 14.09 14.09 100 -100 

2225-Welfare ofSC,ST and 
Other Backward Classes 

22.58 2.29 24.87 18.98 2.27 21.25 84.06 99.13 85.44 

5 2230-Labour and 
Employment 

50.10 50.10 --- 46.94 46.94 93.69 93.69 

6 2235- Social Security and 
Welfare 

258.97 258.97 --- 247.91 247.91 95.73 95.73 

7 2401:oCrop Husbandry 10.28 10.28 10.02 10.02 97.47 97.47 

8 2402-Soil and Water 
Con~ervation 

0.10 0.10 0.09 0.09 90.00 90.00 

9 

. : 10 

2403-Animal Husbandry 

2415-Agricultural Research 
and Education 

0.22 

0.01 

0.22 0.19 0.19 86.36 

0.01 0.01 0.01 100 

. \ 11 2501-Special Programme for 
Rural Development 

23.01 23.01 14.43 14.43 62.71 

12 25.05-Rural Employment 21.87 21.87 22.20 . 22.20 101.51 

13 2515-0ther Rural 
Employment-Programmes 

45.67 34.19 34.19 74.86 

14. 2SSll-Village and Small 
Industries 

0.64 0.54 0:04 0.04 100 

'fotaU 127.22 458.62 585.84 ll03.89 427.39 531.28 

·-~Out ofRs.585.84.crore a1focated under Category 'B', under 14 distinct Major 
· · . Heads, the expenditure incurred was Rs.531.28 crore which included plan 

expenditure of Rs.l03.89 crore. The financial perf01:mance in respect of 
schemes under Medical and Public Health (55.04 p&r cent) Special 
Programme for RuralDevelopment(62. 71 percent), :QtherRura1 Employtnepf 

·-Programmes .(74,86'per.cent) and Welfaie ofSC,ST ·and 10ther~BackWard 
Classes (85A4'per cefzt) were below~average.·'fhi.s led to lapse of funds to the·. 
tune ofRs.5<t56 crcire atthe end:of2006-07, · · .· ~::_.'L 

10 

86.36 

100 

62.71 

101.51 

74.86' 
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Year 

2002-03 

2003-04 

2004-05 

2005-06 

2006-07 

Total 
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During the period from 2002-03 to 2006-07, against the budget provision of 
Rs.2374.20 crore, the amount released under Category 'B' was Rs.2281.25 
crore as indicated below: ·.-

-
Budget Jl>rovision Amount released Percentage of release 

Plan Non~plan Total Plan Non-plan .Total ·Plan .Non-plan Total 

125.38 351.89 477.27 . 97.23 338.96 436.19 77.54. 96.33 91.39 

8.55 326.55 335.iO 100.76 314.01 . 414.77 1178.48 96.16 123.77 

113.46 348.06 461.52 101.14 323.93 425.67 89.67 93.07 92.23 

110.11 404.36 514.47 101.62 371.72 473.34 92.29 91.93 92.01 

127.22 458.62 585.84 103.89 427.39 531.28. 81.66 93.19 90.69 

484.72 ll889.48 2374.20 sos.24. 1776.01 2281.25 104,23 93.99 96.08 

Percentage of release of plan funds except during 2003-04 and 2005:..06 was 
less than non-plan funds as seen from the above details. ·· 

1.11.5 Category- 'C' furids are non-plan grants provided by the State 
Government to meet the expenditure on maintenance of assets of LSGis: 
Funds were provided separately for .the maintenance of road and non.:.road 
assets under separate heads of accounts .. As per the reCOill1llendations of 
TSFC,- the State Government was to release linder this category 5.5 per cent of 
·state tax revenue of previous year. During the period from 2004-0S to 
2006-07, State Government provided Rs.1053.77 crore. in the" budgets and 

. released Rs.831.05 crore (56.32 per cent) as against Rs.l475-71 crore due, 
. leading to short release ofRs.644.66 ctore (43.68 per cent) as shown below: 

The short. release o(maintenance grant d~ring 2006"'07wa~ Rs.i87.84 crore, 
which was hl contnivention. ofthe recommendations of TSFC . . 

1J.1.6 . · Cate~ory 'D' funds are General Piu}Jose Funds (GPF) provided by . 
. the State Government f6r meeting general ·expenditure . including the ! 
expenditin'e'.6n traditional. functions .of.LSGis. The details .of allocation of'; 

··funds under Category 'C. and 'D' to each LSGI were providedin Appendix; 
IV of_ the Detailed State Budget Estimates: According to. TSFC ~

-recommendatioll.S; 3.5 per cent of the state tax revenue of previous year was to-
be provided as GPF in lieu of Basic Tax Grant; Slirchatge on Stamp Duty, · 
Rural Pool Grant, etc, As againstRs.939.09 crore due to the LSGis, the State~· 

· Governillentprovided Rs.750.98 erore in the budgets and releas.ed Rs.742.36 
crore (79.05 per cent)duringthe period from 2004-o05 to 2006-07 as detailed · .below: . . . . . . . .. 
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-The short release ofGPF during the period 2004..,05 to 2006-07 was Rs.l96.73·--- · 
crore. 

1.11.7 State Government during the period froll1 20Q2:.0:3 to 2006-07 
released Rs.9559.88 crore -to LSGisvide Category 'A' to 'D' against abudget ' 
provision ofRs.l0910.64 crore as shown below: • -

___ Out of Rs.9559.88 crore released (87.62 per cent) to the LSGis, the share of 
· Corporations was 6.75 per cent whereas· the share of GPs ~as 61.93 per cent. 

- .-Fund allocation to ULBs and PRis.was in the' ratio- of15:85. During 2006-07, 
the funds provided and released by the Statt? Government were Rs.2636.22 

-crore and Rs.2581 ,60 crore respectively . 

1.11.8 Category 'E' funds consist Of grants received from Gol including 
State share for implementation of centrally sponsored schemes, funds from 
World Bank, Asian DevelopmentBm1k, etc funds received from the District 
Collectors.(forflood/drought relief), LiteracyMission, etc. The funds urider 

- this category are disbursed to the LSGisthrough ageilcH~S such as District 
Rural Development Agencies (DRDAs) r~named as Poverty Alleviation Units _. 
(P AU s ), State Poverty Eradication Mission- (SPEM), Din~ctor of Urban Affairs-_ 
(DUA), District Collectors, etc. The funds wereto be deposited and utilised as •· 
specified by the fund provider. The details -of funds received and utilised 
during 2006-07 for 12 Centrally Sponsored Schemes implemented by LSGis · 

· are given below: -

12 
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. LSOis: received R.s;.323.09crore as central ~ssist~teand Rs36.~6 -~rore as. 
state share out of which "Rs292.97 crore:was utilised: At the end ()f the' year 
there was an mispent · balance of Rs209.95 · crore including ,the unsperitf 

. balances of previous years'(~ppendiii).. . . . . 

1.11.9 _-Category ·'F', funds cons1stoftax and non;.tax revenl!e .. ofLSGis 
which a~e also Iaio\Vri-:.a.s 'oWn:. Funds\ - Piopert)r t~x, profession tax; 
entertainment J~x,. advertisement tax. and- timber~t~x- constituted~ tax revenu~· .. 

. Non-:tax reveiiue consists ·of licence fees, registration fees, etc.-leviable under 
-the: Acts, LSGis except' District Pan_chayats and Block~- Panchayats ar.e 
. empower.ed tQ 'collecJthe aboye J~ and-ncm.:!ax revenues.· This category also 

··- mcludes· income derived froiD. assets· oCLSGis, :beneficiary contribution,: 
.·. ~ru.nys(· mortey'.;depo~i( :1·et~rition~ money,-~ ete; ·.However, ·'ir!torne -frmn . 

- _transferred ,assets "and. illstitutioris col1ld b~ utiliseg only for their hlaintenahce;. 
·The _details of.owncfunds~wer6 ~orc;gathered frolli LSGis:andconsolidated·_ 

-. State'-w!de·by the Go~ernillentas envisaged in the Acts. Heil.cethe details of. 
own fund. col_lectionofalfkSGis were not available::However~ asper tletails 

. "compiled baS'ed on the a~coutits ·au<iiteci ,by CAG dming2007~0~, own fund c 

- -~- receipts cdmjng 2006~07~of7.9 LSGis were Rs.l9.74 ctote as detailed below.·_ 

19 
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_ LU;lO C~tegory 'G' Gonsists of all other.fui:J.ds which, do nofcom~ lin:der 
• -.c. . •_ . . . • .• •' . : .• • • . . ~ I. ·- ·.. . . 2 . 3" 

· any other category. This included loans from KURDFC ,:HUDCO , KSRD.B>; .. _ 
_ etc. utilisatiotLofwhich was goyemed by.instructions/g~ideiines- issued~by the 
·compet~nt <mthorityfromti111e to time. ·.. · - - · 

*This-figuredoes no{a~ee with th~ closingb~lan.ce shown in the Report of·theprevious year -
as some items are excluded.- ' . . . . . .. 
1 Kerala Urban and Rirra!Development Finance Corporation 
2 Housillg and Urban DeveloiJmentCoq)oriition . . . -.- c - c • • 

3 Kera:Ia :State RuiarDevelopll}eilt Boatel.( &:fiinct) 
-= -- .: 
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1.11.11 Loans aggregating Rs.250.04 crore availed by LSGis from the 
following sources were outstanding to be repaid as on 31 March 2007. 

Of the balance amount of Rs.250.04 crore outstanding, loan amount of 
Rs.l60.42 crore was received by the LSGis during 2006-07. 

1.11.12 IVIisdassifi.cation of assistance to LSGis under · '800-0ther 
Expenditure' 

Separate minor headswere provided in the budget under relevant major heads 
to distinguish the grant-in-aid given to each type of LSGis. However, in the 
following cases, a total amount of Rs.108.88 crore to be provided to various_ 
LSGis was classified und~i the minor head '800-0ther Expenditure' enabling 
the departments to draw the money earmarked to LSGis. 

2 2403-00-800-88 

.3 2505~0 1-800-99 

4 2515-00-800-20 

5 2515-00-800-24 

Total 

Urban Renewal Mission 

Special Live. Stock 
Development Programme 

National Rural Employment 
Guarantee Scheme. 

(State Share 10.per cent) 

Rural Infrastructure 
Development Fund (RIDF), 
NABARD assisted scheme 

Recommendation of Second 
SFC-General Purpose Grant 

7.00 (P) 

_ 2.03(N.P) 

4.76 

5.00 

0.12 

108.9Jl 

6.99 (P) 

1.70 (N.P) 

4 76 

0.13 

0.13 

23.20 

As a result, Rs.23 .20 crore drawn during 2006-07 was not actually transferred 
to the LSGis as envisaged. This indicated that the concerned departments 
themselves incurred expenditure on schemes transferred to the LSGis. The 
provision of funds to be given to the LSGis as grant-in-aid under the minor 
head '800-0ther Expenditure' in the budget was. against the principles of 
functional classification of accounts. Had these amounts been included under 
the relevant minor heads, the figures of provision and release of category 'B' 
funds would actually work out to Rs.694.75 crore and Rs.554.48 crore 
respectively during 2006-07 as shown below: 
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3 Total ULBs 

4 DPs 

5 

6 GPs · 

7. Total PRis 

8 Tota!LSGis 
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Category 'B' funds classified under minor heads 
'191,192,196,197 and 198' 

Category 'B' funds classified under minor head 
'800' . 

Total 

585.84 531.28 

108.91 . 23.20 

694.75 554.48 

Thus the total funds provided and released to the LSGis by the state under 
categories 'A' to 'D' would work toRs2745.13 croreand Rs.2604.80 crore 
respectively instead ofRs.2636.22 crore andRs.2581.60 crore as shown under 
paragraph 1.11. 7. · 

1.12.1 The total receipts of LSGis tinder all categories as per available 
details were Rs.3663.68 crore during 2006-07 as detailed inthe table below::. 

114.09 15.08 

The receipts increased from Rs3002.49 crore in 2005.:.06 to Rs.3663 .68 crore 
in 2006-07. 

:t13.1 Category 'A' funds for implementation of projects formulated by 
LSGis are provided under three distinct sectors viz. General,.SCP and TSP as 
mentioned in paragraph 1.11.1. A comparison of details of amounts provided 
under these sectors during the. period. frolll· 2003~04 to 2006-07 showed that 
provision of funds under SCP and TSP increased from 19.99 and 3.38 per r;ent 
duriri.g 2003-04 to 28.79 and 4.32 per cent during 2006-07 as detailed below: 

1 The figures submitted to the Twelfth Finance Commission by the Government of Kerala. In the absence of figures 
for the year 2006:07, the figures for 2002-03 are adopted. . 
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·2802.66 

3663.68 





__ - _ _,. 

Construction Of · . . 
. builcHngs,bridges; .·· 
. ·. roads and other . 

Water supply,·· 
education;· J:iealt.li; 

energy, etc.· ... 

.. dovernmt;:ntprescribed th~· following ceilings for the utiiisation of fllllds under . 
eachseetcir. . . . .. 

- ~·-. -

However, the perc_entage .·of utilisation . under .. · each seCtor: durihg . the peri()d 
from 2003-04 'to 2005-0(j-\vas as shown below: . . .. 

T~e financial· performan,ce tinder·. prod~ctive sector was· ll1uch below the:· 
. targets fiieq 'duii11g the whole periqd . of.3 _.years. The · expendit:rtre under 
,service sector increased up to '54.23 per cent during 2005:-06, ::whereas that 
undeL infrastructure development seCtor marked a decl:ease frqin A6: 77 per 

. . ·.sent to 23.4 iper C.ent during:2005-:06; . . . . . .. 

.. ·. . . The expt~mditm:e details-:offunds received by LSGis were available . 
only in respect of'A'.t~ 'D'as detaile4 below. _ •.. . - - . 
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1· A 1400.38 1400.36 0.02 1221.37 178.99 

2 B 585.81 531.28 54.53 531.28 0 

3 c 350.00 350.00 0 281.67 68.33 

4 D 300.00 299.96 0.04 36.42 263.54 

Total 2636.19 258:1..60 54.59 2070.74 510.86 

· · · As the above funds were deposited in separate deposit accounts under Public 
Accounts (8448-Deposits of Local Funds)~ the credit balance in these accounts 
indicated the unutilised funds with the LSGis based on which the figures of 
actual utilisation were anived at. Against the allocation of Rs.2636.19 crore 
made in the state budget, the amounts released and utilised were Rs.2581.60 
crore and Rs.2070.74 crore respectively. The details of utilisation of funds 
under category 'E' to 'G' were not available as the details of expenditure 
under these categories were not consolidated state-wide. 

1.15.1 The financial achievement in respect of the following Centrally · 
Sponsored Schemes by LSGis during 2006-07 was tardy as shown below:-

Out of Rs.260.80 crore available, the utilisation was only. Rs.70.63 crore 
(27.08 per cent). While percentage ofutilisation ranged between 25.35 and 
49.16 in respect of 6 out of 7 schemes, it was 6.82 per cent in respect of 
JNNURM. . 

1.16.1 The CAG conducted the audit of LSGis under Sections 14,15 and 
20(1) of CAG's (DPC) Act, 1971. Objections raised in audit were 
communicated to the respective LSGis in the form of Local Audit Reports 
·(LARs) with a copy to the Government. Though the replies to the objections 
were to pe furnished within four weeks of receipt of LARs, 1100 LARs 
(98.92 per cent) owt of 1112 issued arid 13510 paragraphs (80.57 per ceni) out 

1 Swarna Jayanthi Shahari RC.•zgar Yoj~a 
2 National Slum Development Programme 
3 Valmiki Ambedkar A was Ytljana 
4 National Rural Emplo)iment Guarantee Scheme 
; Integrated Wasteland Develop;ment Progranune 
6 Integrated Development of Small and Medium Towns 
7 Jawaharlal Nehru National Urban Renewal Mission 
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of 16766 were .pending to be settled as on 30 November 2007 for want of 
satisfactory replies from LSGis concerned as detailed below:-

Government constituted (August 2007), Audit Monitoring Committees 
(AMCs) at district and state levels for different categories of LSGis for timely 
settlement and clearance of audit paragraphs. The District level AMC 
(DLAMC) was to settle audit paragraphs in respect of GPs, BPs and 
Mmiicipalities in the respective districts whereas the State -L~vel AMC 
(SLAM C) was responsible for set:tlement of audit paragraphs in respect of DPs 
and Corporations. As of January 2008, DLAMCs of eight districts1 met and 
settled 323 audit paragraphs whereas the SLAMC did not ·even meet 

1.17.1 LSGis were lagging behind in preparation and submission of 
annual accounts. Cash book~ were not maintained and .closed· properly 
indicating internal control failure. Utilisation of funds allotted by G9vernment 
under SCP and TS;J?.sectors could not be monitored as no separate heads of 
accounts for accountingthe·.expenditure•under these sectors were prescribed. 
There was no database on the revenue and expenditure of LSGis. Gbvemment 
is yet to . frall}e Budget and Accounts Rules to give effect to the revised 
accounting formats. Clearance ofaudit oojections was very slow. 

);> .. Government should take effective steps to make the LSGI:s update 
their accounts/accomJlts records and ensure propet financial 
reporting. Responsibilities should be fixed dearly for preparation 
of accounts so that lapses in this regard can be dealt with. · 

);> Necessaii.·y arrangements . may . be made· to ensmre! proper 
maintenance of cash book and its daily closure. 

~ Government should presclf'ibe separate heads of ad~Qunt for 
, . . . . I 

accounting the expenditure 1\mder SCP and TSJP' sectors~ .i 
·•· . . . ' . .1, 

);> Government should colnsidler appointing an authorised .'pfficer to 
consolidate the audited( accounts . of DPs and! ULBs so th·at a dea:r 
picture of finances of all LSGis is available. · 

~ Government should take initiatives. for creation of a· ,financial 
database ofLSGis . 

. );> Government should! prepare. and put to use revised! 
, Budget/ Accomnt Rules for PRis . 

.1 Iddulda, Kannur, Kasargod, Kol~,Kozhikode, Ma!appuram; Thrissur and Wayanad,. 

19 

·-



. I 

\·. 

' 

I ' 
- \ 

.·[ ,i. 

- - . - - _.- - -- . . 

Audit Report (LSG!s) /or the ye~~ ended 31M arch 2007 .· 
;;Ee? -""-· e~, '*-""""""~"""""""'~~,~-~· >i~'"'"!!!!!!!'"!!E:' '!!O!!'!!'*E-E·-"' l!!<!!!'·Of.-liO£!!E!!·" -F~'!!:'E!!!""""""'~" ~-~~--... -· !!5%'~>~& ---#~~"'C.· 

. 2.1.1 The Comptroller and Auditor General of India (CAG) took up the 

.audit ofLSGis durmgJ998-99 underSection 14 and 15 ofCAG's (DPC) Act, 
1971. The CAGprovides TechnicaLGuidance im.d Supervision (TGS) to the 
Director of I.ocal ftmd Audit (DLF A) under Section 20(1) of the Act. ibid. · 
Auqitplanning, annual audit of 1 0-per cent of institutions and suppleip.entary' . 
audit of 10 per cent oftheinstitUtions audited by. DLF A are carried out under · 
TGS as detailed in the chart below: · 

Audit under Sn 14 
andJ5 ofCAG's 

· (DPC) Act 

TGS under Sn 20(1) 
ofCAG's (DPC) 

Act 

lO per cent of 
LSGis · 

.· Supplementary · · 
. · Auditoflo 
· .. ·percent of LSG!s 
. audited by DLFA 

. . 

2.1.2 DLFA is the Auditor ~f LSGis ~s .per Kera1a Local Fund Audit · · 
· Act, 1994, Kerala Panchayat' Raj · Act,c 1994 (KPR ActL and Kerala 
·Municipality Act, 1994. (KM Act)._Apart from LSGis, other local funds such 

as Universities, Devaswom ·Boards, Religious and Charitable institutions are · 
also audited byDLFA State PerfonminceAuditAuthority (SPAA) auditsJhe · 
performanceofthe LSGis as per Keral8.Panchayat Raj (Manner of Inspection· 
and Audit System) Rules, 1997. The _different stages of auditbyDLFA and. 
SP .1\A are depicted in the followmg chart. · 
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_ Annual Audit·· ·. 
under Sn 215 (3) ofKPR 
Act and Sn 295·(3) of 

KMAct -

. . Performance Audit 
-under Rule-3 ofKPR 

- (MIAS)Rules, :1997 

. Performance~ Audit 
Reports 

2.2~1 -_ Jhe depart1nent qf'Loc_al Fund- Audit under the Sta.t~ Finance 
. department is -headed oy a Director, and has District Offices in alLdistricts . 

- .. headed~ by :Oeputy birectors (14)~ Concl.rrrent Audit Offices at aJl Muni~ipal 
-_ Corpdrations (5), irine MunicipaLCouncils·, six Universities and other major 
. institutions (10), ·. - · . . 

· Staff strength ofDLFA . 

2_.2.2 The details o:fsanctioried stf6nih- and persons ·in position in the 
. department during the penoci -from 2004~05 to 2006-07 :were as follows: 
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. 2.3.1 . . Short fetm training pl-ogranimes were ·.ccmd.uCtecl' :by th~ ;'St~te .. 
•.. Govemm~rttJor the benefit df.staff of DLfA:duiing the y~ar 2006-07 o~th~ ' 

followingtopics: · . _ . . ·· 

... (1) · ·Auditing Standard~· ·• · · 

• (2} <}light ·t9 Jnfom;t8.tioft ActJ. 

(3) .· Values in Admi.nistratio~ .. · · .. 

· '(4} StressNianag~ment forwomeil. ·. 

(5) · Team Buildin~ and conflict Ma11agem~nt 
(6). 'Malayalam.as.bfficialLanguage. . 

(7) . Comb~tirtg CorruiJt~pn.. · . · 

J\part from the. above programtl1es,. Statutory :bepart1nental trallring to ilewly' 
recruited auditors with .a dunition of three months was also conducted. 

· Training programmes except t}iat qn Auditing Standards .and fue StatUtory: . 
Training: were. hot related tci the main functions of ,the.·departnieni:·In the0 

• 

. · absence. ofsufficient tr,a~g program1n~s in the 15pecialised field of Audit an.d:_ · · 
Accounts' and reh1te<;lsul;>je<;t.s, th~ departnJ.ent could-not sharpen'the audiC:' · 
skills ofthe staff . · · :- · 

. ,.·. 

;- --.: 

· 2.4.1 ... During the year 2006-07, Govemmen,thad allotted Rs53:3:r.~akh .· 
.. for coil1put~risation, o£ the Departll1ent/However, ·this amount lapsed. as '· 

. . .· computefisation of tpe department could riot be undeitak~n: du~ to delay iri • 
· .. _._ >' selecticniof'rechiiicalService Provider:The nort-utilisatioi.i offull:ds w'run1ot .~. . : 

," justi~able. , . ' ·· . - · ·· · · 

· .. · , , , The Cmilmitt~e: ponstitgted{June 2005)by Govermnen(consistmg .·. < · 

of Piincipal Se.cretaiy (Finillc~:); Senior,·. Deputy • Acu0untant. Genet,~ {LBA): .. · 
. • and DLfAJor<monitorip.g· tlie progress. of i_mplefuentatio'rfof Tgs, c1ecicfud · 

(Februaf)r2006) to: ·· . . . . · · · . f · 

>' ·adopt. and· implement.· (throagh DLFA), the Ariditmg Standards· 'and;:· :•, 
Guideliries forCertificatio~AudifofLSGis presctibedby_CAG · 'i .. ·.· ·· _· . 

•. );> . ~g~w the gliidelil1es i~su~~ by PrllicipalAcco~~fantGe~eral ~s partofg· · 

. );>.<prepare the. audit .pla~·6r DLFAin ~onsult~tioirwifut_he-Pnrici~af}: 
Accountant GeneraL ; •··. ·> - "-' .. 

·.As. ~e. committee~ did l1otmeetafter February 2006; it could ·not monitorL:.-.· .. ·' , 
· .. ,. implementation Of its decisions by~ the D LF A~ · · -· 

js·. r~quired :"to send to the ... · .. ·., 
cons_oJi9lited· report.:of.the .JiccouP.t~.<~udit~dihy~hini ~d'the 'Goverrinient'.is: ~ ·· 
. · ... " ·- . .· ·.· . . . . . . -·· . .. ' ... . . : ,. - --- .. ' ' 



Chapter II- Technical Guidance and Supervision and the Results of Supplementary Audit 
i)¥1&· ·*iii r 54''¥ MJ&f'Ui *•±•Gll! ! ifi¥f•? ·!3i\i%S . ..,. -i--=tJ@i•*¢'?!d 

reql!ired to place the report before the Legislative-Assembly as per Section 23 
of Kerala Local Fund Act, 1994. DLFA submitted· in March 2006 the 

.. consolidated report for the year 2004-05. The consolidated report for the year 
'· 2005-06 has·not been placed before theJegislature (December 2007). No time 

frame was · prescribed . in . the Kerala Local _Fund Act, 1994 ·regarding · 
submission of the report to the Government and placing it before the 

· Legislature. In the absence of a ·definite time frame,. prompt and timely 
submission ofi:eport could not be ensured bythe Government. · 

Submission of accounts by LSGis to DLF A continues t() be in he~Vy arrears as 
mentioned in. Chapter I of this Report. Details of action taken against LSGis, 
which did not submit accounts to DLFAwere not available with DLFA Being 
the statutory auditor, DLFA was responsible for ensuring that all LSGis 
submitted their accounts not later than:31 July next year for enforcing which, 
powers were conferred upon him under Rule 16 (1) of Kerala Local Fund 
Audit. Rules, 1996 (Rules). Jfowever, the DLFA could not ensure timely 
submission of accounts by the LSGis and thus the accountability of LSGis 
could ~ot .be ensured. DLFA,stated (December 2007) that tJJ.~ information 
regarding action takert against erring ESGis ,would be collected from District 
offices and intimated: 

2.8.1 The Acts empower the DLFA to disallow anyillegal payment and 
surcharge the:person making or authorising such payment. The DLFA can also 
charge any person responsible for the loss or deftciency of ariy sum which~ 
ought to haveheeilreceived,:During the period 2002~03 to ,Z006-07 DLFAhad. 
issued 191 .charge certificates foranam6unt ofRs.42.67 l£!kh ·. ~d )16~.:-

. .surcharge: certificates for R8.3. 75 crqte · agaimt: which: ·amount,rea.Iised_\ was(: 
:· .Rs~l L68 .. lakhwhicliwas 2,80perc~nt~s;s;lJ.O'Yfibeh)W> _.· · · .. . ·. 

·. ": 

· · .. ·92.n· 

.-374.52 

.:..:, _ ... 

---' '. 
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2.9.1. . During . 2096-07, tlie CAG audited,· 237 LSGis, mcluding 
supplementary audit of 91 LSGis (Appendix II)~ During supplementary audit, 

· the- CAG comments upon or supplements· the reports. of DLF A. The .CAG 
audited the accounts of the LSGis where the DLFA had conducted AU:di(and 

, issued Audit 'Reports. The period covered under supplementary audit nmged
from 1999:-2000 to 2004-05. The supplementary audit of accounts of cunent 
years could not be conduCted as a resuh of delay in submission of accmmts by .. 
LSGis and in issuing audit report~ by DLFA..The fmdmgs of supplementary -
audit are summarised in the following paragraphs. - . 

. CashBook 

2.10.1.. All moneys received and payments made should b~ entered inth~ 
cash book and should be closed every day. Monthly closing of cash book w!th : 
physical verification of cash and reconciliation of cash book balance \Vith . 
bank pass_ book balance under proper authentication were to be done. Audit 
review revealed the following discrepancies in maintaining cash book· by · 
LSGis listed ill Appendix HI. 

);> Fifty'LSGis maintained mor~ than one cash book 

);> Daily ~losing~f cash book was not carried out in 42 LSGis. 

)> Monthly closing-was not carried out in 14 LSGis. 

);> Physical verification of ca~h was not done in 22 LSdls. 

)> · Cash book balance was not reconciled with barik pass book balance in 
121 LSGis. . - . . 

);;> ·Erasure and over writing were ·noticed in cash books maintained by 
LSGis. Cash book is the primary accounting record and -overW:t:iting is 
not permitted. · . . .. 

2.10.2 : Temporary misappropriation ofRs.2.34lakh 

In Triprangottoor GP, Rs2:34 lakh received as various receipts_ on 30 and JL 
March 2002 was shown in the cash book as remitted to bank on 31 March 
2002. But the amount was actually remitted only on24 Apiil2002-evidencing 
that the ~ntries made in the cash book-were fictitious. which could have been 
detected, ha.d physical verification 'of cash been done: No action was taken 
agamst those responsible for the temporary misappropriation ·of such a large 
amount for about on~_month. The most important.tool of internal control as.- .. 
regards monetary transactions of an institution is its cash book. Improper 

-maintenance .of such · a:n important document as detailed above may ·lead._ to. 
rriisappropriation of public money going undetected~. The failure of the DLFA ·-

I . , · . -- ·_ . . " 
Edamulackal, Edathua, Kadanad, Kadaplamattom, Kottayi, Makkaraparamba, Marangattupilly, 

Peralassery and Pudussery GPs, Kallam and Kuzhikode DPs, Uzhavoor BP -
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· to bring out in his reports the lapses and deficiencies in maintaip,mg cash book 
contributed to the continuance of such defective practices byLSGis. · · 

Register ofA4vances 

2.10.3 All advances p~icl are to be recorded in the register of adva:1lces. 
Six

1 
LSGisdid hot maintain Register of Advances. In l22LSGis,the Advance 

Register was illcomplete. In Attingal Municipality, advances outstanding to be 
adjusted were :not carried overto the Advance Registeroftheriext year. As a . 

. j·esult of the above deficiencies in inainta~g Advance Register, monitoring 
and adjustment of advances could not be ensured. · · 

.·· 2.U.:n. . · Buaget is . the.· mo~t important took fo:f fmancial planning, · 
accountability and control. The LSGis did not exercise due care and diligence 
·in the preparation of budget. Major lapses noticed in the preparation of budget 
·aregiven below. 

·' : . -

2.11.2 As per.KPRAct and KM Act, the B-qdget proposals contaming 
Detailed Estimate of income and expenditure expected during the ensuing year 
were to be prepared by the respective Standing Coinmittees after considering 
the estimates 'and proposals submitted bythe Secretary and the officers dealing ... 
with respective supjects, before .15 January every year and submitted to- the · 
Standing Committee for Finance (SCF). After considering the p.t:oposals, SCF 
was to . prepare the' Budget khowing Jhe income and expenditure of the 
Pimchayat/Council for the ensuing year and the Chairman of SCE was to place 
before the L~GI not laterthanfrrst week of March in a meeting convened 
specially for approval of the Budget. The Budget was to be passed ·by the 
Panchayat/Council before the beginning of the year it related' .to. The ·above 
said procedure highlights the importan:c~ attached ·to_.the. preparation and · 

.· passing of Budget. Thoug:Q. the LSGis>passed the Budget before the beginning 
of the year,· none of them followed the procedures such· as preparation of 
detailed estimate of income and expenditure expected. for nex.t year by the 
respective standing committee before 15 January every year and presentation 
of budget before 1st week of March. As a re$ult, the Budget proposals were not· 
discussed adequatelyandsubjected to detailed deliberations in the respective 
Panchayats/Coqncils, thus evading detailed scrutiny of the proposals. This led · 

· to. inaccuracies and defects in_the.Budgets resulting in failure of budgetary 
· control as detailed below. · · ·. 

Receipt 
. . - - . 

2.11.3 · •. The estimated receipts and expenditure varied.widely with tht; 
actuals in ·the case of 52 LSGis ;(AppeJmdlftx IV). A compariso;n of rec;eipts 
. under property tax and profession tax in folir LSGis.revealed that against the · 
actual collection of Rs. 742.42 lakh the amount provided in_ the budget was 
Rs.1358.25lakh as shown in the table below. · 

I . : . ·. . . . . • • .· . . . . . . . . 
·sharamckavu, Edakkatuvayal, Makkaraparamba, Peralassery.GPs, Pampady BP and Kozhikode DP 

. 
2 Edamul~cal,Edafuua,Kadplamattam,Kadariad;Kottayi,Maragattupilly,Pernlasse~, Pudussery and Yithura GPs, 
Koll~ and Kozhikode DPs and Uzhavoor BP: ·· · · · · · 
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The amounts .of collection provided in the Budgets were over estimated by 
82.95 per cent. This indicated that the budget was unrealistic. Had the figures 

· in the demand register and the actual collection during previous years been 
cm:isidered for preparation of the budget, it would have been more realistic and 
accurate. As a result, revenue collection was far less than estimation. 

Expenditure 

2.11.4 Against the actual expenditure of Rs,l1.41 lakh under road 
maintenance and salary and allowances in two GPs, the amount provided was 
Rs.46 lakh which was more than four times the actual expenditure as shown 
below. 

Thevalakara 

Total 

298.41 
101.01 

19900.00 
65.98 

1049.43 ·. 
81.82 

Provision of funds in excess of actual requirement was due to failure of 
financial planning which defeated the primary objective ofbudgetary control 
over expenditure. 

2.11.5 The following LSGis did not pass Budget before 31 March. 

Not passed 

2 KollamDP 2000-01 31 March 2000 30 December 2000 21 months 

. 3 · Uzhavoor BP 2003-04 31 March 2003 6 May 2003 36 days . 

No action was taken against the LSGis which failed to pass the Budget before 
the stipulated date though Government was empowered to even dissolve the 
LSGis for this reason. Incurring expenditure without the Budget passed by the 
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Panchayats/Councils was irregular. Non-reporting of such serious violations to 
the Govemm:ent by the DLF A also contributed to the non-initiation of action 

· by the Government against the LSGis. 

2~11.6 The estimated receipts and expenditure as per Budget for the year 
1999-2000 in Pudussery GP were Rs.386.98 lakh and Rs.396.54 lakh 
respectivelyindiqating deficit of Rs.9.561akh. This was in violation of Rule. 
214 (2) of KPR Act according to which th~ Budget prepare~ by LSGis should 
be surplus by five per cent. · 

2.:H.7 · Preparation of.realistic Budgets by adhering to the procedures laid 
down in KMIKPR Act would enhance the performance of LSGis in planning 

·and . budgetary. control enabling optimum utilisation of available resources in 
the most effective and efficient manner: Due to the deficiencies pointed out 

. above, LSGis could not achieve the larger objective of fmanciali control. . 
' . . 

2J.2.1 The LSGis were to prepare. Atlnual Financial· Statements (AFS) 
containing aU receipts and payments and Demand, CoUection and Balance .. 
(DCB) Statements and forward them to the DLF A after approval by the 
Panchayat/Municipal Council/Corporation Council not later than 3 i ·July of 
the succeeding year. The lapses noticed in preparation and Sl!bmissiori. of AFS. 
are enumerated b.elow. · • ' · . · 

2.12.2 The AFS of 43 (Appendnx IV) LSGis did not contain details of aU 
transactions of the LSGis. This led :to understatement of receipts . and 
expenditure of the LSGis. The Kerala Local Fund Audit Rules, 1996 · 
empowers the· DLFA to return the def~ctive annual accounts submitted for 
audit Even though annual accounts submitted by 43. LSGis were defective, 
DLFA did not take any action against the LSGis. DLFA stated (December 
2007) that these cases were reported in the ConsoHdated Report ofDLF A 

2.123 In 25 LSGis there was a delay of more than one year in forwarding 
theAFS to DLF A as detailed in Appel!D.d!ix IV. 

2.12.4 In five
1 

GPs, opening balance given in the AFS did not agree with 
figures of closing balance given in the AFS of previous year. This indicated 
inaccuracy in preparing. the accounts which affected the accountability of, the 
GPs. . 

· 2.12.5 The cheques for Rs.2.50 lakh and Rs.l.54 lakh issued respectively 
by Peringanutiala ·and Peravoor GPs were later cancelled· and the entries 
regarding cancellation of cheques were not made in the cash bookleading to 
overstatement of expenditure by such amounts. This· indicated lack of proper 
scrutiny of AFS by DLF A 

2.12.6 Four LSGis2 submitted AFS to DLF A without the apptoval of 
Panchayat/Council in violation of the provisions· of the Acts. 

2.12.7 The figures shown in the AFS should agree with those shown in the 
priillaiy accounting records and. subsidiary registers. The figures shown iri the 

1 Elikulam, Kottayi, ;M:arangattupilly, Pallivasal and Pampadumpara GPs · 
2 Kozhikode and Kollam DPs, Kadaplamattom GP and Attingal Municipality 
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AFS prepared by the LSGis were found to vary from those of the accounting 
records and source data pointing towards the non-reliability of fmancial· _ 
statements preparedbyLSGis:Two examples are givenbelow: -

)> ][n three1 LSGis closing balance shown in the cash book and closing - - . . r . 
balance shown: in AFS were different.- _ -- _ _ · 

):;> Jrn five2 LSGis receipts of the LSGis as. shown in the Register of 
Receipts did not agree with the receipts figures ill the AFS. Lapses in 
checkingofiliefigures in the primary accounting records with those in 
theAFS bytheDLFA led to non-detection of such errors~ 

In view of this, the AFS could not be considered as an accm:ate and reliable-" -
record of transactions of the LSGis. --

2.13.1 For safegUarding and maintenance of ~ssets, proper documentation 
of assets with- periodical stock verification was essential. Audit review 

. revealed that: _ 

)> Asset regi.sterwas not maintained ill eighe LSGis.- -

):;> Physical verification of ltenis included -in the stock register was not 
conducted iil10 LSGis4. -- · · ---

. . - . . ·.. . -

These lapses were indicative of the deficiencies in the audit by DLF A. 

Non-issue of audit certificates 

2.14.1 Mention _was made in the RepQrts (LSGis) of the CAG for_ the 
- years ended 31 March 2005 and 31 March 2006 about non-issue ofaudit 
certificate by DLFA on completion of audit, in terms of Section: 215 (15) of 
KPR Act . 1994. Though DLF A stated (December 2007) that necessary 
instructions were issued to the District Officers in this regard, there was no. 
improvement in issuing the audit certificates. 

. - : 

Delay in issuing Audit Report by DLF A . 

2.14.2 -According to Rules (Rule 18 (1)), DLFA was to send to the head of
the LSGI concerned and the controlling authorities/Govymment, a report on 

. the accounts audited and examined by him not later than three months after the 
completion of audit. However there was delay ranging from six to 24 months 
in forwarding Audit Reports byDLFAto LSGis in 12 cases (Appem!Jix IV) 
for which there was· no justification. This resulted in delay in rectification of 
defects, by LSGis, pointed out in audit.· - · -

Director, Local Ftind Audit stated (December 2007) that the period of three 
months was not sufficient Jor issuing Audit ~eport and rea8ons like shortage 

I - - - - . 
Bison Valley and Neezll.oor GPs and KollamDP 

2 Ayyankunnu, Edathua, Pampadumpara arid Paralam GPs and Attingal Municipality. 
3 . . . 

AnchuthengU:, Athirampuzha, Edaniulakkal, Pangode, Vellore GPs, Uzhavoor BP and 
Kollam and Kozhikode DPs. . · - · . - . 
4 . . ' . - . - . : 

Arakulam, Kaduthurty, :K_uzhupilly, Mathoor,Neezhoor, Pallikunnu, Pangode,Vazhakkad, 
Velianicode GPs and Kozhikode DP. ·- ·· 
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6f ll}ati ~po-~~r, ins~fflcient infrastrnc~e and" delay~ m dmrip~terisation · , 
contributed to further d_ela)'. · · - - -·. . - -

' The>~·epJy' is ri6F tenable ~s thet:e ~as: no considerable reduction in th~npower :c 
' irt:_ the functioP.ar sid~ and. su~ficielitd'unds '_were made'' available fOr . 

computerisationas stated iriparagraph2.2.2 and 2.4.1;· · 
--;-- ~ . - - ";- - ,~ •• - • . c -

Nol,-p;epatation o/AuditPian by'JJLFA . . 

2:l4.3, -} A(d~cicled by:the eomniit}ee for·~woll#oring ~'fGS,_- Audit' Pl~s 
were to· -be'jfepaJ."ed by; th~ ··ntFA., in ·consultation.jvitli;·the ,Principal _ 
1\ccounta:llt Ge11erai. from •• tll.e ·• year_ 200.6~01 onwards~ However, ·Audit Plans. 

_ .. were not prepar~d for the yea{2006-07.and 200T-Os· m· the. absenc~~ofwhich 
:planning of alicfit., to be conqt1cted during- tJie erisuillg -year. ,udlismg tlie; 
.available"tiine'<tnd m,anpowerat the optimum levelcould 1,1otbe·done. This led 

, to' lio-n monitcn-itig of audittargets/adiievein.~ntsby-'DLF A.' - -. . 

., .'No action .was taken against those LSGis which did :ncit suonlit AFS- in time.· 
. JThe-'mairtt~na~c~ of bask accoUhfulg·r~coid ~as def~tti\te and'Ji~nce cou}d .. 
,. nofbec _checked prop~rly · by:: Di_FA.cBuagets ··.prepared: by LSyi~ .. _were -not .. 
realistic leadmg'to .. brtdgefarycqntrols not being exe~:cised. A:udlf·Pl~ was hot 
prepared•.py' DLFA:.:Tntiping.prograrmp.es· Joi s~ff:·of~DLFJ,\were not. 

· ,suffiCient: Therew(ls delay onthepaff o[J)I::FAt8 'iisue~aiidihepofts, >. 

-•·-.. ·. ·_.· »~Effe~tiv€Jraipingprogrammes for, the benefifofstaffo(Dk~A-should 
be orgairised to sharpynAht# skiJ!s: •. · ·. · · 

'· ~ . DLFA..shcmld pref;areAuditPian in advan~~·f·~ •· · · 

. " ~- ~;~~t~~~:-~i:a_c;#o~ agaips~:tho-~e LSGis;w:th clicf~ot submi( -. 

~-~ ): -DLF A-~d-:ooverrurient ·:should ~nsure . that procedur~. pres~ribed.{or;: · .. 
.. _ _ -.prepai:~~on<of Budget is folloyfed by the :LSGI~. ·. . · . . ,_ · · 

"~- -- -_, .···-:.., .... ~~~-_c.-'---~~~-.-----·-·· .... 

. ' . 
- ._o _ _: .-::. 
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Highlights 

· · . National Rura!Employf!lent Guarantee Act, 2005 guarantees 100 days of 
· ·employment to all households whose adult members are willing to do unskilled 

manual work. The planning process was defective .leading to · poor 
performance of the scheme. Unemployment allowance was YfOt paid to any 
beneficiary. 

" 

" 

" 

. 30 

(Paragraphs 3.1.8.2 and 3.1.8.4) . 

. . . . 

(Paragraphs 3.1.10.1 and 3;1.10.2) 

(Paragraph 3.1.11.1 and 
3.1.11.2). 

(Paragraph 3.1.11.5) 

(Paragraphs 3.1.12.1 al!lld,3.1.12.3) .. · 

(Paragraph 3.1.13.1) 



Chapter III- Performance Reviews 

3.1.1 Introduction . 

The National Rural Employment Guarantee Act, 2005 (NREGA) promulgated 
in September 2005 guarantees 100 days of employment in a financial year to 
any rural household whose adult members are willing to do unskilled manual 
work. The Act came into force initially with effect from 2 February 2006 in 
200 districts, and was subsequently extended to cover the whole country from 
the year 2008-09. The State Government formulated (June 2006) Kerala Rural 
Employment Guarantee Scheme (KREGS), conforming to the minimum 
features specified under the Act. The scheme was implemented in the state 
from 2006-07 onwards in the backward districts of Palakkad and Wayanad 
situated in the eastern border of the state. 
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Particulars Palakkad Wayanad 

Area(SqKm) 4480. c 2131 
,._ 

Population 2617482 780619 ·-
. -~c.· . ' - · .. 

SC Population 432578 .. -· 33364 
·. 

ST Population. -39665 i36062 I 
: . · .. 

- - .-
BPL households 64794 -204605 . : -__ .. 

·. . 

Rural· households · which had registered themselves with the .local Gra:ma 
Panchayats were entitled for wage employment for 100 days in a year or else 
unemployment allowance· at the prescrib~d fates wocld have to be ·paid; 
Detailed operational· gu.idelines- issued by the Ministry of Rural ':Development 

· · and KREGS prescribed . 

e the types ofw~rks that could be covered under NREGA; 

e the minimum entitle1llents of labour;. 

- @ the roles and responsibilities of different functionaries from. the State 
Goveinment to the District; ·Block and Gram a Parichayat level; and 

Primacy-Objectives ofthe scheme were: · 

(i) 

(ii) 

_To provide legai Guarantee of 100 days of einployl11ent .ill_ a ·-
. fmancial year -to every rural household . whose adult members -
volunteer to do unskilled manual work at the niin.imum wage rate -. -
prescribed ill the State or else payurieniploy!nent allowance.· 

To create durable -assets - for Grama Panchay~ts and vill~ge. 
population ... 

- ·... . . . '"' 

The following were the Secondary_ Objectives : 

(i) Protecting the environment 

-- (ii) Empowering the rural women and - _ . 

(iii) Reducing the rural urban migration and fostering social equity. · · 

The· Mirusiry of Rural n'evdopment- (MoRD) ·is the nodal-_ Ministry· for 
implementation of NREGA .at national level. A ,Central Employment 

·. Guarantee Council was set up:for ensuring timely and adequate resource 
support to the States: At the StateJevel, State Employment Guarantee Coruicil. · 
(SEGC) was constituted (Match 2006) with· the Minister ·(RD) -as-the 
Chairman to advise the State .Government on the implementation of the 
Scheme and also to evaluate _and .monitor it. As required under the -Act, the 
State Government designated Commissioner of Rural :Development as the 
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State Rural Employment Guarantee Commissioner responsible for ensuring 
that all activities required to fulfil the objectives of the Act are carried out. 

· District ColleCtors were designated as District Programme Coordinators 
(DPC) and are ·responsible for implementation of the scheme in the district. 
Programme Officer (PO) who is not below the rank of a Block Development 
Officer appointed by the Government is responsible for implementation of the 
scheme at block ··level.· Grama Panchayats (GPs) are responsible for 
implementing the scheme at village level.. Panchayats at district, . block and 
village levels are the principal authorities for planning and implementation of 
the scheme.· Line Departments, NGOs, Central and. State G~>Vernment 
undertakings ~nd Self Hdp Groups were not nominated as implementing 
agencies (!As) in the state though as per the Act they could be nominated as 
lAs. . 

·The audit criteria were: 

® NREGA Act and notifications issued thereund~r 

·. 0 NREGAOperatio!lal Guidelines (2006) 
. . .. 

® Circulars and documents issued by the MoRD 

o KeralaRural Employment Guarantee Scheme.·. 
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. AuditReport (LSG!s{forthe vedr ended 3]Marc;.h 2007. ·. · 

. . -

@ Orders and circulars - issued by·_. the· State . Governm~nt . and · the 
- Conlinissioner ofRural Pevelopment. · · 

·--~ 

. Both the districtswher~NREGA was irrlplern:ented (P:ilakkad and Wayanaa) 
were selected -for review. In each district, 2 blocks w~re fhbsen- using Simple 
Random Sampling Without Replacement. The .selected blocks were Ala!Jlur 
and Maliu:npuzha in Palakkad district and Kalpetta and Sultnan Bathery in- ~ 
Wayanad district. Four Grama Panchayats ineach blockwere chosen using 
Probability Proportionate to Size (PPS) Sampling as detailed below. 

Erumayur 

Kannambra 

Kizhakkenchery -

Vandazhy 

Elappully

Malampuzha 

:Peruvembu 

. . . - - . . . 

Kottathara · 

Meppady 
Muppainad-. _ 

Vythiri- .. 

_Nenmeny 

Poothady·_ 

Pulpally·-

In additi~n to test check of records in the selected PRls, records of the 
· Commissioner of Ruraf:bevelopment, District P~ogra.imne Co-ordinators•were 
. also test checked, The period of audit coverage was February 2006 to March-· 
2007~ The review was· conducted during the period from May to October 2007 
and the findings are given below. - -

The audit findings ar~ discussed in the succee_d~g parhgraphs. 
1 

-·--_- ~~~-,~--~~~~~::C :~~~ .-- ~~ 

.- : . . - . - . - - -

- - - NREG Schemeis :unique i.rt the sen,se that it is .a demand driven scheme. As - · 
per the Act, Goveruinent is bound to provide employment for 100 days a year 
to any rural household who demands unskilled work Unlikein other Centrally 
Sponsored Schemes, State Govelllillent was made-liable underthe Act to pay
compensation in the form· of unemployment allowance- to those households 
which demanded but. were not provided with employment as demanded 
subject to a maximum of 100 days in a year, The fact that the PRis are 
required to apply for funds whenever 60 per cent of funds allotted is l.!tilised _. 
for providing employment shows that there. is no funds constraint for the 
implementation of the scheme. . · · · 

3.1:7.1 . · Delay in formul~tJi.ng :KllliGS . 
/ 

. , Acc:ording-to Sectio11A(l) of th~-Act; every State Goveinm.ent is required to . 
:fohn.ulai{ ~its • -own Rural Emplo)rment Guarantee , Scheme· (REGS} in .·. · 
conformity with the provisions of the Act within six months from the date of 

· commencement of the Act. Although the State Govemnient- should 'have·. , 
· formulated the' REGS not later than 4 March -2006 since the date of -
comm~ncement of the Act was.S September 2Q05, it was seen that KREGS 
was fmmulated em 23 ,June 2006 after a delay of three months. . 
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3.1.7.2 -- - -- Rul~s not.framed •• _ 

. 'q{e Staty ,Gov~mment ·is J;_eq~ired to-. f!ame •necessary Ii.Iles in line with the 
proVisions of the Aetas:per:S~ction 32of the Act; Even after t\Vo. ;rears 'from· 
tb,e~ promulgation -ofthe .Act; the State Govemirient' did not frame'a11y rule for· 
11:nplemeiitati611. ofthe scheme .. This'Japst:ro!lthe part .of the Government had 

-affected various phasesofimplemen1:a~~n.ofJheAct suchaspublicity, door to 
door survey;•registratic)ll, i~slle_ ofjoh card~ providfug employinent, etc. as 

'-_ .•. poillted out ill- subsequeritj)aragraphs: - . . ... 

·- · PJanning is critical to the succ~ssful i1Tiplepientation'of -a scheme: -A>k:ey 
indicator_-. of success is .the jime1y an&' adequate generation of. e:oiployment. 
while' ensuring that- the -des!gn,,and selection-of works are'-~uch that good 
quality aSsets ate created~ The bas!c _airli of ihe plcinllirig proces§ is to ensUre 
that· each-District is prepared ·well in advap.~e to offer prodti6tiv.e emplo;mient - . 
bn demand. :_ : . ··- • -- - · · - · - >-- - _ • · - • _ , - - - .• -

· i1.8.l--. Dis'trict Persp_ective Pl~n·· -.. 
' The- Distri~t- Perspective--'Pl~ :(DPP) w~~ _._to-· be . prepared, having _-a 
· deyelopmentaLperspective for the ·districts atic(lin.,l<l:lges·'between the types of 
~GS 

0 

works ·and l<nig tenn .·employment~ generation anp sustC1il1ed 
dtvelop1lletiLFrtrtlier, :-.den1a11d :for -emplo)iinenti#< ea~h-~ djstrici WqS- to. be 

... . ~Qr(twn: ug: b-ased. on' d~tl.~jons takel].: ill the' Gi~:tlla: $ab~a I}letetings. It was <~ 
· ·· · 7~observed:tha(,tf1ough DP:P ',vaS'- prepared in. £tililicacf _distndby Centre for 

- Mcihag~meni Dev~fopmenf -(Febmary 2007); it was :O:i>t- appi~crved by> the. ~ 
.Disfuct.Panchayat"andwas also m>ffor\Varded to .the IY.I6RD. SpeCific~tlon of' 
~pllys_ical' .~s~ets 'to "be created 0 such as ,• length of road,< size'·of. tank, . etc. and . 
ellduring. 9Utc6mes such as Yillages c6nnec:ted by newly oconstructedroads;·· 
area irrigated ~y newly cq1lstnieted tCllil<, eJq.- \yere not. specified in ihe 'i:>PP > · 
OLth~ total~qutlay of ·ks:394.29 cl:ore provicled ·iii the- DP£. of Palakkad 

.... district, Rs.23 6.16' cr6~·e ( 60:05 per cenir was- ~armarkecf: for' micro .liTigation
works 'and'priqritywas .· D:e~t given to. renovation of ti:aditional_· \v:ater. bodies 
with an outlay6JRS.63:3I·cron~(16.06percent) as shown inthetab!ebelow: 

. _;_ - . --- "- . . . --· 

. ·-
--
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'fh~ process 
of planning 
was defective 

l 

Audit Ree.ort (LSGisJ (pr the vearended 31 March 2Q07 .. 

. 3.1.8.2 DPP not prepared in Wayanad District 

1n Wayanad district, DPP was not prepared. 1n the absence ofDPP, long term 
advance planning and a developmental perspective fot the district could not be 
provided resulting in inclusion of such projects in the annual plans of PRis 
which were not envisaged in DPP; 

3.1.8.3 ·Annual plan 

Annual Plan is the working plan which identifies the activities to be taken up 
on priority in a year. For ensuring people's participation in the planning 
process, Grama Sabha should be convened in advance to estimate demand for 
labour and propose the number and priority of works to be taken up in the 
following year. Participation oflikely beneficiaries in the Grama Sabha'Was to 
be ensured so that their priorities and needs could be adopted in the Annual 
Plan. The annual plans of GPs were to be forwarded to the PO who would 
scrutinise and consolidate them into a block plan. The block plan which also 
identifies works involving more than one GP was to be then forwarded to the 
DPC for scrutiny and consolidation into a district plan. The DPC would 
examine and approve the district plan. 

The timings of Grama Sabha meetings were to. be decided taking into 
consideration working season to ensure maximum. participation of 
beneficiaries. This was not adhered to in three.r. <mt. of eight GPs test checked 
in Palakkad. As a result, Grama Sabhas convened for preparation of annual 
plans had very low attendance. The recoiililiendations formulated in Graina 
Sabhas were to be forwarded to the GPs for preparing an annual plan 
indicating clearly the existing deniand for work 1n none of the 16 selected 
GPs, the demand for work was worked out in the annual plans. Audit scrutiny 
revealed that the estimated person days of employment was provided only in 
four* out ofeight selected GPs in Wayanad and one.y, GP out of eight selected 
in Palakkad. However, . the specification of·. physical assets and enduring 
outcomes were not given in the annual plan of any of the· test checked GPs: 
Thus the annual plan did not fully serve the purpose for which it was made. It 
was-seen that annual plans ofGPs were not consolidated into a blockplan and 
the block plans into a district plan in either ofthedistricts~ 

3.1.804 Labour Budget 

GPs should forward proposals to the PO who in tum should consolidate the 
proposals of GPs and match the demand for work in the block with the 

. employment opportunities arising from the proposed projects. After ·approval 
by the Block Panchayat, the block plan should be forW<" 1ed to. the DPC. The 
DPC should prepare a 'labour budget' containing details of anticipated 
demand for work in the district and the plan for (;Lgaging labourers in the 
works which should ultimately be submitted to the District Panchayat for 
approval. Though POs, Alathur and Palakkad forwarded the proposals to DPC, 
Palakkad (October 2006), he could not prepare the labour budget due to non
receipt of similar proposals from other Blocks. Similarly, labour budget was 

"'Erumayur, Malampuzha and Pudussery GPs 
• Kottathara, Meppady, Nenmeny arid Vythiri 
.,. Malampuzha 
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also not prepared in Wayanadjn the absence of proposals from the Blocks. As 
a result there was hardly any. effectiv~ planning for implementation of the . 
scheme. · 

Funds r~quired for implementation of the scheme are provided by the Central 
and State Governments in the following manner. 

-
Government of India State Goyernment 

Entire wages·ofunskilled.wotkers Unemploymt:mt allowance. 

75% of cost of materials and wage~ of 25% of cost of materials andwages of 
semi -skilled/ skilled workers semi:-skilled/skilled workers 

Administrative expenses of Central Adrninistrative expenses of State 
Employment Guarantee Council, Employment Guarantee Council 
Programme Officers and their staff 

Barring unemployment allowance an~ . administrative expenses of State 
Employment Guarantee Council (SEGC), State Government has to bear olilya 
maximum of 10 per cent ofthe expenditure if the wage material ratio of 60:40 . 
Is maintained. In cases where the matenallskilled labour used were less than 
40 per cent, the state share would be even less than 10 per cent. In the test . 
. checked ·ops in Wayanad district where no material was used for the works 
executed under the scheme, the State share was only on the administrative cost 
ofSEGC. 

3.1.9.1 State Emplloyment GuaraJmtee Fumd 

The State Government, by notification was to establish a fund called State 
Employment Guarantee Fund (SEGF) which was to be expended and . . 

administered as a Revolving Fund (RF). It should also simultaneously frame 
Rules that would govern and ensure its utilisation according to thepurposes of 
the Act. However, no such fund was established and no rules therefore were 
framed. Similarly,. RFs: which were to be set up at District, Block and GP 
levels were also. not constituted. In the absence of RFs, the transactions of 
money made for implementation of the scheme were outside the purview of 
RFs. Central sh~e of funds was credited direct by MoRD to the bapk accounts 
of DPCs maintained for the purpose whereas state share was passed on to 
them . through CRD. The amount required. for implementation was to be · 
provided to the . GPs and other implementing agencies as shown in the . · 

. following flow chart. . · 
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. ~but ofRs.99)Ctlcli:depositedoinfuesebahks, RsA9.39Jllich was-outstanding as 
batruice . (March · 2007) ; ind~ding interest ~cctu_ed: - Keeping J110ney 

_· unm~cessar'ili in non:.operathre baTik accOunts anditi'n:on-pubiic seCtorcballks . 
·was not_in conformity witlithe guidelines. - . · -- . 

. . . 3.f.9,3- _ · Re~eiptand utllis~ti<ni offuiltds> 
·out:of=RSo48.36·ciOre _;: -. :;-_, · · <-_ -
availlabRethe·· -:oat of·RsA8362'~ore -re~eived upto'March-2007, the: amount: utilised was 

· uitHiisation was R.8;27.90 crore:)_eaving ~ unspent bal~p.'ce• of Rs.2it46 crore as detailed -
lRs.27.9() crore. . bele>:\V:-: '.: - ·-

District 

Palakkad 

Wayanad 

Total 
.· .. 

Source : Progress, Report submitted by State Government to Go I.-·_ 

-Th~ percentage o{utilis-~ticm was 57.69pe; cent.- Of_ the unspent balance of -
Rs.20A6 crate, -Rs.2.22 crore \Vas with t}le GPs and the. balance ofRs.18.24 
~rote .was' with the. DPCs. The ;utilisation.:of fund received from various 
sources ~as unsatisfactory: .•.- .:. 

--- 0 :·~- -

-

... 

The scheme is open tO ail iu~ai-!J.ouseholds .willing to t.mdertake miskilled ... 
manual~ work.The. entitlement of-fOO days of- guaranteed 'employment in_ a 

-year is)n tefill.s ofhol!&eholcf which_ cari bf:'-sharecl within t~e ho}isehold. Tl}o!?e .· 
·who registei"an~aiJply for work are entitled to be providedwitli employillent. 
·The details of households:iegistered ·under the scheme ·and pro_vided 

~ empl()yment'were ;:tsgivenbelow: 

-_.. No_of_ househ_old_s p · ·d d. .. M · · - ·· : . N f. '--'-:--c~-----"-.·____;, ·,--:--'-'·-.--=-,..-~,--:-,..,-'--~~ rovx e ... _- axnmum .. 'P . . . - E d . . . 
o ol . ' _.Hsued ; with job - p~;rson . : > erson ·. xpe mture 

- .. rura · ':o · . D_emanded ·Provided _for 100; -,d_ay· s _. ,_day.ds· d (Rs in. ·· -
households- . Registered · job - . prov1 e crore) 

._ ...• cards ,.job • • . with job dayS: . · .. entitled ' . 
. : .-- .. -. 

-455911. 
.. 

_166200 139684 .56919 55150 ~255 5691900 1156675-

282 •. 4800800 893400 ·"160398 ... 101~14, ' 7415_6 .. :• 48008 .. 43957 

6I63Q9 104927 
.. .. 

267614 -213840 .. 99107 .. · 537 ·.. 'fo4927DO ·- '2050075 · 

As agaihst 10,(93 lakh person days _o(empl;~ent entitled toLj04927 
·householdswhicli·demand~demploy.ffient, ~o.so•lakh-person.days (l9.54per 
c~nt) of employmentcouidbe .. pmvided'inthe state:- . . . . 

27.90 -

Against the-- -ertVisaged · ~xecution_ o:f eight cat_egories . of ~~tks costing 
Rs39(29 crate in the DPPof Palillad, the financi<lLachievenient was ocly' 

-Rs.l620-erore. According to tb.e guidelill~s,at ieast'6Qpercentoffunds were .:. · 
to beutilied as labour component: Thus- atJeasr 'R_s.i3 6: 57' ciore sb'ould have ... 

.. been spent on payment ofwages alone.'.the_employmerit that could have been . 
. g~nerated 'by utilising Rs.136.57 cioie was 189 .26lak:h person days: which' was 

r -: - . .... . , . . . 
.~ ~ 
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more than sufficient to provide employment to all the registered 166200 
households in Palakkad district. This points to the-need of implementing the 
district perspective- plan for the successful implementation of the scheme.-. 

3.1.10.1 People's participation 

It was mandatory to convene a Grama Sabha when the Act commenced to 
explain the provisions of the Act, mobilise applications for registration and 
conduct verifications. Audit scrutiny revealed that none of the test checked 
GPs in Palakkad district convened the grama sabhas at the commencement of 
the Act. As a result the PRis could not make the beneficiaries fully aware of 
the benefits of the scheme. 

3.1.10.2 Door to door survey not conducted 

To create awareness among the people about -the scheme and _to identify 
persons willing to register under the Act, a door-to-door survey was to be 
conducted by a team headed by the President of GP involving ward members, 
SC/ST and women residents, a village level Government functionary and the 
GP Secretary. Such a survey was conducted only in three • out of 16 GPs test 
checked in selected districts which also contributed to the lack of awareness 
among the people about the benefits they were entitled to under the scheme. 
This had an inverse effect on the demand for work as detailed in paragraph 
3.1.11.1 

3.1.10.3 AppUcation for Registration 

Application for registration under the scheme should be given to the GP in the 
fmm prescribe<:!- by the Government. The procedure for applying for 
registration was so simple that even an oral- request for registration could be 
entertained. The GP should verify the application not later than a fortnight 
after the receipt of the application and register the household. The total 
registered households in Palakkad and Wayanad districts were 1,66,200 and 
1,01,414 respectively. The percentage of such registered households to the 

· total rural households were 36 and 63 in the two districts respectively. The 
difference was attributable to the fact that W ayanad district was more -
economically backward and there were restrictions on registration in Palakkad 
as mentioned in the subsequent paragraph. 

3.1.:1.0.4 Restriction on registration 

Though as per the scheme; registration was open throughout the year, CRD 
instructed the DPCs (January2006) to receive applications between 2 and 16 
of February 2006. In accordance with this direction, the applications were· 
received in Palakkad district only during these days whereas in Wayanad 
applications were received throughout the year. Even though the registration 
restarted continuously from September 2006 in Palakkad, no registration was 
done during the intervening p-eriod from February 17 to August 2006. This 
was in violation of the guidelines and prevented the prospective beneficiaries 
from registering themselves under the scheme and enjoying the benefits 
assured by the Act. 

• Meppady, Pudussery and Vythiri. 
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3.1.10.5 Job cards not issued to ani registered householdls 

The GPs were to issue job cards to every registered household within a 
fortnight of receipt of application. The Job Card is a critical legal document to 
ensure transparency and to protect labourers against fraud. The· cost of job 
card including photograph was to be borne as part of the programme. Job 
cards were however not issued to all registered households. Out of 2,67:614 
registered households in the state, job_ cards were issued only to 2,13,840 
households (79.91 per cent). Non-issue of job cards could be attributable to 
lack of awareness among -people -about the scheme and requirements/ _ 
specifi~ations contrary to the scheme as e~plamed below: 

In. Wayanad district all registered ho.~seholds except SC/ST were required to 
produce photographs to be affixed in the job cards at their cost resulting in 
delay in processing the cards. Those- beneficiaries who found it difficult to 
spend money on photograph could not obtain job cards. In Palakkad where 
84.05 per cent of registered households obtained job cards, the cost of 
photographs was borne by the GPs whereas in Wayanad only 73.12 per cent 
obtained job cards. Demanding photographs from th~ beneficiaries was
irregular and affected the issue of job· cards. Since the date of Issue of job
cards was not recOrded in the relevant registers, actual delays in issue of job 
cards were not ascertainable in audit. 

3.1:10.6 Defective maintenance of job cards -

A testcheck of job cards in' Palakkad district rev~aled that validity period of 
job- card, date of issue, signature/thumb impression of members of hou~ehold 
etc. were not recorded in the job- card. As the job card was a critical-legal 
document, non-recording of such vitai information in the job card was -
detrimental to the interest of beneficiaries in matters of transparency and 
prevention of frauds. 

Job card holders are entitled for job if demanded by submitting at1 application 
for work -to _the GP. Application should contain the registration number of the 
job card, the date from which employment is required and the number of days 
to be employed. A single application is sufficient for_ a number of days in 
different spells during a year. Joint applications could also be ·submitted by 
several applicants. A dated receipt for application received should be issued to 

- the_ applicant in proof of receipt of application. The GP- is responsible for 
providing employment to the applicants within 15 days from the date on which-

. employment has been sought. If a GP is unable to provide-employment, it will
be the responsibility of PO to do so. If a PO fails to provide employment; DPC 
should intervene to provide employment On the other hand the applicant is -
bound to do ~ark orany type permissible under the Act as directed by the 
GPIPO. - · 

- . 

3.1.11.1 Majority of job card holders dlid riot apply for work 

Out of 213840 job catd h,olders in the State,. -only 104927 demanded 
employment (49.07 per cent). The percentage of registered households who 

-did not apply for work worked to 60.79. The reasons for not demanding jobs 
by majority of beneficiaries were availability of alternate season~l-work such 
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as coffee seed plucking, paddy cultivation, aversion to take up unskilled work, 
lack of awareness, etc. 

In the four test checked Blocks, out of 78857 job card holders, 49917 (63.30 
per cent) demanded job as detailed below: 

Sl 
Block 

No of job Job card holders 
Percentage 

No card holders who demanded job 

1 Kalpetta 21881 20848 95.28 

2 Sulthan Bathery 29995 17693 58.99 

3 Alathur 14932 4603 30.83 

4 Malampuzha 12049 6773 56.21 

Total 78857 49917 63.30 

In Alathur Block only 30.83 per cent of job card holders applied for job. Job 
card holders in selected GPs in the Block who demanded job were still lower 
as detailed below: 

~~ ~~~~f .. -
., .. 

~ama Panchayat No of Job card J ob card holders Perce-ntage ,~,. 

O:~ 
_:;;~,. holders who demanded job 1~,.-;hl<.,., .. ~,·'"' ~·, .,..: 

1 Erumayur 1937 427 22.04 

2 Kannambra 1925 586 30.44 

3 Kizhakkenchery 2301 779 33.85 

4 Vandazhy 1734 378 21.80 

7897 2170 27.48 

For similar reasons, percentage of job seekers in Nenmeny GP (Wayanad 
district) was also low. Out of 4700 job card holders, 950 applied for job which 
was only 20.21 per cent 

3.1.11.2 Job card holders restricted from applying for job 

Applications for work must be for at least 14 days of continuous work and 
there shall be no limit on the number of days of employment for which a 
person may apply or on the number of days of employment actually provided 
to him subject to the aggregate entitlement of the household. A period of 
employment shall ordinarily be at least 14 days continuously with not more 
than six days a week. A test check of applications for work submitted by job 
card holders in Pulpally and Mananthavady GPs in Wayanad revealed that the 
original demand of 100 days made by 452 applicants was corrected as 14 days. 
In three GPs (Mananthavady, Poothady and Thirunelli) there were applications 
which did not contain number of days of employment demanded by job card 
holders. In Meenangadi, Noolpuzha and Poothady GPs applications 
demanding work for less than 14 days were accepted in violation of the Act. 
The applications submitted to three GPs (Meenangadi, Manathavady and 
Noolpuzha) were not dated. A test check of Muster Rolls and Employment 
Register in respect of selected works in Palakkad district further revealed that 
the job days applied for and that allocated to all beneficiaries were the same. 
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In two such cases job· applied Jor and allocated were S Yz day~. each. Further, 
the.date:of application--of all.henefi~iaries was· the;: sanie~in respecfofeach 

... \\{ork.-Alltheaboye. evidences in.dicate_crthe 11llotment.ofjobs in-:these GPs was · 
not doneih a true-and fair·nianrier. . .· ... · ... . . ·. . . •. .. ' 

3.1.11.3 Dated! R.e·ceiptnotgiveJ,I· 

.•. Dafed receipt~ \vere not iSS}led. in. all ca~e; to th~ applit~nts in proof of~eceipt 
.• of"application in thr"eet·outofeight selec_ted GP.s inPalakkad district. In the . 
. absence of dated receipts, the pos_sibility:o'fdetails in the applications 1Ia.ving .. · .. 
been manioulated could not be ruled .out· · · · .~ · · . 

L . -. . . . -- .• .· -- . ' .. , 

3.1:11.4 Employment GuaranteeDay riot ~armarked . . ... - -- .·. -. ~ - - . . - .. 

A. .pruiicular day of the week shoulcfhave been earinarked as employment 
.. guarantee day as p~r guidelines. for processing work applications .and·. related· .. 

. activities such as dis~losure o( information, allocation -of work, p~yment of 
. wages and unemployinent allowance~ Nope of the GPs test ch~cked·earmarked · · · 

a day as einployinent gliarill.J.tee day. Thus.· one ·of the· components for _e!isuring . 
transpan~ncy in th~ impl~mentation of the schemewa~ n6tacihe!ed~p: 

-·. i1~11.5 ·- Lowcoverageofthesclbteme· 

Pri1lle objechveof·the s~hen1el;3to pfovide employmegt> However, it was 
seen in auditthat out (_)f 2,67,614'houseliolds registeredundetth~'scherile in 
the State; job was provided only to 99,197 nousd1ol_ds(37.03per cent). Of 

· .. - th~se, 100 days ofemploym_ent wasprovided only to 537 households. (0.54per. 
· cent) as mentione,d ill table under_paragtapli JJ .1 0. _ ·· · 

- . . - .-- - -- -

The employment· generated inJ:he state by 99107 househ~lctrwas.20~50 J8kh at 
an average of 20.68 person days per household as _against 100 person-days. ·· 
envisaged by the, Act. Thus the achievement of the scheme during 2006~07 

. was only 20.68 per·cent which was far from satisfactmy. ThePOs .and DPCs 
.. also failed to mtelvene ;to maJ<:e appropriate arrangements for providing 
. employment when·. the GPs arid POs ~were fourid · -unable to - provide 
.·employment . . . . . . . . . . 

.~.1.11.6 . Allotment of works not ~roperly ftntiniated · 

>. The, ~llotment of work should .be intimated to the joq ~card holde~s in the fonn 
of a letter to their ·address .on 'the job card arid it shQuld be notified publicly at 
the· offices of the GP and Pd._ None 6fthe selec!ed· GPs or Blocks sent 
intimation of allotment ofjobto the beneficiaries. ·only three.;. GPout of16 in 

•. sele.cted districts notified a11otment of workattheir offices; " . . . . 

3.1.11.7 ResnBt~ofs~_r.v~y •· 

· A:sfuvey conducted by Audit among threi b~nefiCiazy groups in tw.o different 
Wbrk sites mM_e.eJ1angadi GP.duringSeptembtir 2007.revealedtha:ithey~were 

·not aware that job could be demanded for. <lifferent periods ill a· sirigle 
. application and tgat. they were .eligible. for tompensation ifpaymen:t of wages 
was not made·witb.in 15 days from tJie date 'o(wdik -Tliis indicated that .·. 

t_•Elappully,Peruv~mbu and :P~c!usset-y' 
... Meenangadi,_Nenmerwanc(Pothady GPs 
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· ignorance among beneficiaries about the right and entitlements under the Act 
led to the low rate of demand. -·•a:•-The payment of wages is the most important component of the scheme. The 
minimum wage rate of Rs.125 fixed by the State Govehmlent for agricultural 
labourers was made applicable to the scheme. Under no circumstances should 
the labourers who work for 7 hours a day be paid less than the above wage 
rate. Both men and women are entitled for equal wages, Wages could be paid 
either on a time-rate or on a piece-rate basis. Under time-rate basis labourers 
who work for. seven hours a. day are entitled to full wages irrespective of the 
quantum of work whereas under piece-rate basis wages are paid in terms of 
volume of work done by the labourers which should be ~easured individually. 

3.1.JL2.1 Payment of wages at rates below minimum wage 

fu 12 GPs out of 16 in selected districts the average wage paid for works was 
as low as Rs.60 as detailed below: 

The reason for the low wage rates was non revision of work norms by the 
State Government As the estimation was made based on Standard Data Book 
and PWD Schedule of rates, GPs could not ensure payment of wages at the 
rate ofRs.125. The wage rates went below the minimum in such works where 
the out tum was disproportionately low when compared to the quantum 
prescribed in Standard Data Book. This had an adverse effect on demanding 
jobs by thehouseholds as discussed in paragraph 3.1.11.1. · 

3.1.12.2 Minimum wage rate and wages paid were not displayed 

Though it was mandatory to display minimum Wage rates at work sites, none 
of the GPs displayed the same in any of the work sites. fu all the testchecked 
GPs, ·wages were credited to the bank account of the labourers. The details of 
wages paid were displayed in none of 16 GPs test checked in both districts. 
As a result, the beneficiaries Were not aware of the entitlement of minimum 
wage and transparency in payment was affected to that extent. 

44 



Musteir roills 
- werenot 

properly 
maimtained. 

Cfzaeter III~ ferfprmance Reviews 

3.1.12.3 Delay in wage payments 

According to. the Act, disbursement of daily wages should be· made on a: 
weekly basis orin any case not later than a fortnight after the date on which 
such_ work was done. However, payment was delayed by 1 to 56 days in 
respect of 191 w.orks test checked in all selected GPs in Wayanad district as 
detailed in Appendix V. The maxinium delay occurr~d in Meppady GP where 
it was upto 56 days. None of the GPs paid any compensation as per the 
provisions of the payment of wages Act, 1936 for the delay in payment of 
wages: Timely payment of wages ·is integral to providing employment and 
hence delay in paymen:t -resulted -in delay in 'extending the benefit to the 
households. . -

3.1.12.4 Details of payment not entered in job cards .. 

It was mandatory to record the details of payment both· in the muster rolls and 
in the job card. However, the details of payment were recorded ci:nly in the 
muster rolls and not in the job cards il1 the test checked_ GPs ill Palakkaq 
district as no space was provided for recqrding it. · · 

· 3.1.12.5- Improper maintenance of muster roHs. 

__ Muster Roll is an important document which is one of the basic records 
- facilitating payment of wages. Separate muster rolL with uriique ·identity 
number should be maintained-for each work wherein the details of attendance 
and absence ofall workers involved -in .the work, wages paid and signature/ 
thumb impression of the payee are- recorded. Muster rolls are to. be issued by 
the PO to the GPs· and properly accounted by PO and GPs. The maintenance 
of muster rolls and their accounts was defective as described below: -

@ - The muster roll for skilled labour used by Pudussery GP wis not in the . 
prescribed format and was not issuedby the PQ. ·· 

® No unique identity number was assigned to the muster rolls. Instead, 
the GPs used their own method of assigning identity number which 
varied from GP to GP. 

o . PO, Alathur did not mamtain ·Muster Roll Issue -Register in the 
prescribed format. Muster Rolls were accounted in a General Stock 
Register. · -

e None of the GPs returned copy of use~ muster rolls to POs and the POs 
. did not maintain a record of muster rolls retumed_by-GPs. .. 

If a worker who ha_d ·applied for work is not provided with employnient within 
15 days from the- date on which work is. demanded, the State government is 
liable to pay unemployment allowruice to the workers at such rates as fixed by 
them. Such rates shall not be less then one fourth ofthe wage rate for the first 
30 days and not less than one half of the wage rate for the rema:ining period. · 

3.1.13,1 Unemploymenfallowance not paid! to any lbtouselbtold 

Though the applications for work were submitted to the GPs, the total number 
of persondays of employment demanded by all households were not 
consolidated. even at GP level. In the absence of consolidated details about 
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jobs demanded, exact amount of unemployment allowance payable could not 
be determined in Audit. 

There were 213840 lakh job card holders in the state out of which 104927 
applied for work. One hundred days of employment as guaranteed by the Act 
could be given only to 537 households. However, no unemployment 
allowance was disbursed in the state. The reasons for this were: 

• Ignorance of beneficiaries regarding the benefits of the scheme. 

• Restraining job card holders from applying for job as mentioned in 
paragraph 3 .1. 11 .2 

Based on the number of households who actually applied for job and assuming 
that all those households applied for 100 days of employment, the 
unemployment allowance payable would work to Rs.1 05.53 crore as shown in 
Appendix VI. The state Government failed not only to provide employment 
fully financed by the GOI but also to pay unemployment allowance to thuso::: 
who were not provided with employment. As against this, the total 
expenditure on the scheme was only Rs.27.90 crore. This indicated the degree 
of laxity on the part of the state government to provide employment. 

3.1.13.2 Short provision of employment 

A comparison of number of days for which job was demanded and the actual 
days of employment provided at GP level was not possible as consolidated 
details of demand were not available in any GP. An attempt made by Audit to 
consolidate and compare the details revealed that in Kannarnbra GP as against 
19194 days of employment demanded by 640 households, the GP could 
provide employment for 10930 persondays only. However, the PO, Alathur 
reported to the DPC that 586 households were provided with 8754 person days 
of employment. The possibility of cases of such misreporting by other POs 
also could not be ruled out. Though 8264 person days of employment were not 
provided to those households, willch demanded job, no unemployment 
allowance was paid by the GP. 

3.1.13.3 Non payment of compensations 

The payment of unemployment allowance should be made not later than 15 
days from the date on which it becomes due for payment ie. within 30 days 
from the date of application for job. In the event of any delay, the recipients 
shall be entitled to compensation based on the same principles as wage 
compensation under the payment of wages Act, 1936 which shall be borne by 
the State Government. As no unemployment allowance was paid in any of the 
GPs test checked, the beneficiaries were also entitled to be paid compensation. 
However, in the absence of consolidated details about jobs demanded, the 
compensation payable could not be worked out in Audit. 

3.1.14 Execution of works - ·-- · .. :: .: .. · .. · !_r.-:> ··~:-.;-

Under the Act, the focus of the scheme shall be on eight categories of works 
such as water conservation, drought proofing, i.mgation canals, provision of 
irrigation facility to land owned by priority sector of beneficiaries, renovation 
of traditional water bodies, land development, flood control and rural 
connectivity. Each work should be assigned a unique identity number to avoid 
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.chiplicai:ion: · St~ndard designs shoula be put together a~ a document at the·. 
district level and should be;made available to GPs; Allworksin the state were . 

.. ·· implemented tbJ:ough G_Ps · and 'c;on~acto:rs were. barred fr~Iil executiori. of • 
works.. · 

. 3~1.14.1 ~and_ develop111ent illlJ>rivate sclbtool . 

•- : It ·was observed in audit that tWO GPs in·Wayanad (Nenm~ni .andV~~ll~~da} 
:constructed. play grounds in private schools 'in their area under the scheme~' . 
The total expengitUrc:< incillred on these works was Rs.2.20 lakh. ConstrUcting . 

·· play grounds-· on private pn)perty was irt violation . of the Act as llie· asset 
· .•.. created belonged to piivate persons/bodies. . . . . . 

-.. - - . '. -.- - - _. ___ ., -- . . -

3.1.14.2 · Wage matedal·ratio exceeded! 

The·ratio of wag~ costs t~-~ateriafcost:should not.beless· than. the minimucl .· 
norm Of 6Q:4'0.ie.· the· materiaL cost including. wages ofslcilled labourers and.· . 
mate should. hot exceed 40 pe~ cenlof'.tlie tot~lcost 'of the wotk. J:Iowever, in .. 

... . Wayanaddistrlct no inate1i.al wils.usedin ariywork test_checked. In Pudussery 
. · .. GP in Pal~l(ad distnct ·tht(cost Of materials ex:c:y"eded'40per ce,ntip. respect of 

. seven·outo1.40 .works ex~·cut~d. As theamount spent i:m. materials exceecled -. 
. the prescribed limit; the aniou11t spent on.gener;:ttion ofe111ployment was less. • 
The~j:mrpose·ofprescribing such'a nitic)vv<t~ thaf at least 60.per:cerzt of the· 

.. · fvnds allotted-~ U1ider the stheme slioultl be· utilised Joi ~providmg un·skiHed ~: • 
·. labour. · . ·· · . ·· ·- .· . · · . . · .. · · . 

.. 

3.1.14.~ • . Quantity toWards"proba~,bl~ ~ar~atiollll. jll ta~e measJremeni llllot .. 
c · · - •-deduCted · · · 

.. All earth works, exc~~ding3QO cubic i:lletre sliquld be llleastired by recbrdirig ~· 
initial and finaFlev~ls. ·_In· su~h cases. p~y:nients couJ.d be made based on. tape · 

. . measurement provide{} d1at 15 p~f cento{the quantitY should. be dequcted for 
· · ·. · possible variation; . UiiderNREGS tlris~prdvisiori is applicable: only to earth 

. works-exceeding oOO ·cl.lbic fiJ.etres: To cirb.in:rve:ndhis stipul~tion; such works 
.· were split into. several reaches Which enabled the GPs to· make payriient on the 
basis of tape measurement without the mandatory deduction of 15 per cent . 

. ·This resultedin exc:ess payment. of Rs:L72)akll inJ6 w:orks in fm,rr GPs in 
·. Wayanadas detailedinAppendhcVIT. · - · · · · · 

3.1;14.4 . Executi9ri of wo1rks whiclli ~ere notim;llllldledl Jiir:L the ·Annu~l 
·· -·.Plans· 

Ac~ording io the gtiidelines, the works.to be executed~by theGPs should be . 
~-those include(Lin "the respective._annu~tl plans. However, it was se~n iri audit ··. 

that ill threet_, GPs~in Wayanad distric( 78 workS out of 789 :e"Xecuted were · 
. those not included in the annual plan:· I11 Meppady -GP ,52·. out ofJ 45 wades _ . 
. · .. executed- (3 5: 86per. cent}. were those not. ill eluded iti' tlie annual plmL This .. 

resulted in taking~up Iiori-pripritised works t'frerebY reducing ·the role of Gram.a ' 
· · sabhasin plall:ning to thatext~l1t ·. . · ·. ·· ·· · · · · 
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3.1.14.5 Exaggerated figures of Administrative and Technical Sanctions 

In the selected GPs, 1229 works were completed incurring a total expenditure 
ofRs.4.39 crore against the Administrative Sanction(AS) for Rs,10.64 croi"e 
for those _ works: This showed that the figures shown in the AS were 
exaggerated by 142.37 per cent. Similarly, the figures given in the Technical 
Sanction (TS) were exaggerated by 82.92 per cent on an average as the 
amount for which TS accorded was for Rs.8.03 crore as detailed below: 

148 1.64 0.48 0.24 241.667 583.33 100 

155 1.61 0.93 0.48 73.12 235.41 93.75 

341 3.08 2.36 1.75 30.51 76.00 34.86 

585 4.31 4.26 1.92 Li 7 124.48 121.88 

1229 10.64 8.03 4.39 32.50 142.37 82.9:! 

This large variation between AS and TS amounts and between TS amoi.lhts 
and actuals was due to inaccurate estimation, non-execution of certain items of 
works owing to difficult situation at site, existence of hard strata of soil, 
objection frompublic, etc. 

3.1.14.6 . Quantity of work-exceeded the estimated quantity 

The executed quantity of certain items of wprk exceeded the ·estimated 
quantity by 129.47 to 263.78 per cent in Puduss~ry GP as shown in the 
following table. 

Improvement and side Clearing thick jungle 5540 M2 12712.5 M2 129.47 
protection works to· 
Thottanadu thodu 

Construction of drainage in Clearing light jungle 4800M2 11330 M2 136.04 
Netaji Nagar 

Improvement and side Clearing light jungle 4500M2 16370 M2 263.78 
protection ofKunjappan 
Patta Thodu 

From the above table it coulcL be observed that estimation was not done on 
realistic basis. The· percentage of increase of qu-antities also indicates that 
proper inputs for estimation ·were not taken into consideration. Therefore the 
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. po'siibility ofli1anipulati~ns. in;me~sure~ent in·. this case· could not be l'uled 
. · ciut. . 

. 3.J.ll:t7. · rhst~ict·schedule of~ates ilof pr~pared c 

District 
· schequ!e.i.-at¢s · ... 
. not prepared .. 

.. A<;cordirig)(). t~~ sch~me;. sep~rate •$chedule"ofr;tes)or e~ch district sho~ld be .. 
. prepared. ill order 'to .ens1,1re.pa:ymerit. of minimuw \Vages to. every household ... 
. However,. the District Sclleciuk of Rates were nofprepared in both the distriCts· 

. .. ·• which resulted in:payment of wag~s at nites tess than the :miJiimum .. wage rate 

,' • - .e.- - ·." 

·Transparency and · 
accomita!Jility 
could not be 

•. achjeved as' no . 
meetings:of grinna; .. 

· · Sab_h_ll: wer·e _held_ at 
least oncein'six • 
months. . . 

. of Rs.l25 kading to. unclef';payment ofRs3j9 lalql in .186 w:orks in 12 ·· 
selected GPs. .· . · . . · 

. 3.1..14.8 . ·.standard designs not put tog~ther ... 

. ··The se<heme. envisaged th<~:t standard· designs·· should ·be: Pl!t' t()gether ·at the 
.. ·. D1strjct level11nci·made use of at GP.level. Hqwevez:, nostan.darddesignswere · . 
. made. rtse ofby the. GPs leading . io unnecessary. preparation of designs . each 
. tiine for siniilar works .. 

Specification 9f assets not i:mlicated hfthe annualplan. . - . . -_ - . . : 

. The'. detailed speciftcatio~s ofassetssu<;h as length and.widJh ofrbads, size of . 
. :tanks, etc. to be ¢m.istructed were, to be iridic.ated m, the 3nh,ual plan~ However, .. 
·the annuaJplans didnotcontain such details:; Onc61llpletiori ofthe . .works, the 
· assets \Vere Jiot documented or . accounted which may. lead'. tO improper 
utilis<~;tion (lnd:upkeep of.assets andtheir loss/~ncroachni~nt. • . . ' •. 

~.1.1.5.2 End11ring O:tJtt,come · 

Tb.e· annq~l plan also,did not indicate the enduring outcomes su~h as area 
<'irrigated 'by newly constructed tcmk, villages. ,<;ohri.eeted by. the newJy 

"· 

0 cbnstiucted road, etc.·· As a result, on completion of the projects, the out~gmes • . 
-iritwO GPs outofeightln Wayariad could not be-assessed:-- · .. ~ ... 

c • - - - -; - -:..... --- ~ • - -" - • • "· -

An inllovative feature ofNR.EGNis that it gives a'centralrol~ to so~iai audiU? ~ a 
. rnean8 of public vigilance. The basjc obje~tive of soCial. audit is .to ensl.rre public . 
accountability> Social audit is ·a public a8sembly where all details of projectS.are; 

. scrutinised T,hy periodicitssem1Jli~s eonvened"_by·t1Je.Grama s~bha as parLof .·· · 
Social alidit'is calle4 Social Audit Foruiti. Sodataudit is ari. ongoing.process · 

· ~ . tlirough·which. the potential. bendidapes .and ·other st£il(eholdern:of a project are 
. involved .at every stage stafting froni the pl<inning Jo ·:the iinplenientation~ 
· · ·1llonit6rillg~<l!ld .evaluatim1.' · This ensures complete ttafu;parertcy)n. the· process· of 

. impl_ementationcbfprojects, participatioi1 ofClll. ]Jen~ficianes indeeisiori.makmg imd 
-· acrountability~c of· the elected: .representatives: and Government "functionaries. · · 

Though Grama ~abha-meetings to· review the i¢plemenjaqon. of the scheme ·were to., 
.•. · ·beheld at least:ori.ce in. eveiy: siX' months n~ meeting wa.S convened in arty GP: This , 

· 'deprived the.peopie pf condtictfuga deta:iled,public audi(ofall. NREGAworks 
< ~carritX! ouiin llieir~ea durin~ thepr:ecedirig six montb.s: .. .· · · 

. ' A.t, village level, -Gramas~bhas· should iri:omtor . ftll' th~ w~rks including . · · 
.l:egistnitiori.; i~§ue oTjoh cards,-providing employmentatl,d !hetiiJlely payment; 
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Tlbte relevance of 
contimlling social 
security pensions 
has to be ; 
reviewed! ~n tille 
context of: 
i.mp[ementation. 
ofthe sch~me. 

Audit Re12ort (LSGisl (or the yearended 31 March 2007 

of wages whereas the Block Panchayat and Programme Officer should 
monitor all these activities of all GPs, flow of funds, social audit and payment 
of unemployment allow~nce, etc. The district level monitoring of all blocks 
should be done by District Panchayat and the DPC and state level monitoring' 
of performance of all districts should be done by the State Government and 

· consolidated reports sent to the Central Goveinm.ent. 

3.1.17.1 State Quality Monitors and District Quality monitors were not 
-designated. 

For verification and quality audit, ·the State Goverriment was to designate 
State Quality monitors with the approval of the State Employment Guarantee 
Council (SEGC). The District Panchayat was to designate District Quality 
Monitors with the approval of State Government. However Monitors were not 
designated either. at state level or at district level leading to non-conduct of 
verification and quality audit. 

3J .. 17.2 Evaluation not done. 

Regular district-wise evaluations and sample surveys of specific works should 
be conducted by SEGC. Block-wise evaluation studies should be conducted by 
DPC. SEGC should develop its own evaluation system in collabOration with 
research institutions of repute. The evaluation studies should throw light on 
particular . innovations in. planning, monitoring and implementation. The 
findings should be used for initiating corrective action. No evaluation of 
performance was done at any level resulting in lack of corrective action 
wherever necessary . 

. 3.1.17. 3 Report on inspection not available 

,The state level officer should inspect and test check works undertaken in the 
state, the district level officer should test check 10 per cent of works under 
taken in the district and block level officer should check 100 per cent works 
undertaken . in the Block. There was nothing on record to show that the 
inspection and test checks were conducted to the extentprescribed. Moreover, 
no report on inspection and test check was available. 

3.1.17 .4 Evahllatimi of impact of NREGA 

As no evaluation was conducted, the impact of implementation of NREGA 
could not be studied. In the light of introduction of the sche1Ile, the relevance 
of the following social security schemes has to be re-examined as the income 
limit fixed for eligibility was less than the wages for 100 days (12500). 

1 Unemployment wages 12,000 

'2 Agricultural Workers Pension 11,000 

3 Old age pension 11,000. 

4 Unmarried women pension 6,000 

5 Handicapped pension scheme 6,000 

6 Widow/Destitute pension 3,600 
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If a person . enjoying one of the above pensions gets employment for 100 days 
under NREGS, he would not be entitled to the pension as he would have 
·crossed the income limit. Government have not studied this aspect. 

3.1.17.5 Increase of daily Wage rates 

Before the implementation ofNREGA the prevalent wage rate was Rs.l 00 to 
Rs.l1 0 for men and Rs.60 to· Rs.80 for women in four"' GPs out of 8 . test 
checked. in Wayanad. After -the implementation of the scheme general wage 
rate increased·. to Rs.l25 irrespective of gender difference.~ This is an 
achievement of the -schemewhich was not foreseen. Thus, evaluation studies 
need to be conducted for· implementing the scheme intensively in low wage 
areas. 

Review on implementation of NREGS conducted in 16 GPs under 2 districts 
revealed that 2.14 lakh job cards were issued against which 20.50 lakh 
mandays ofemployment were generated at an expenditure ofRs.27.90 crore. 
58 per centofRs:48.36 crore releaseq to the districts for implementation of the 
·scheme was utilized by the GPs. 

The scheme provided generation of employment through participative 
· planning dulyinvolvmg the PRis and the villagepopulation through Grama 

Sabhas in order to identify the works to be taken up for generation of 
employment and creation of utility durable assets. It was however observed · 
that the DPP was not prepared in Wayanad district. In Palakkad district, · 
though DPP was prepared, it was not approved by the District Panchayat. 
Non-fr~ing ofrules for implementing NREGA had affected various phases· 
of implementation of the Act. 

In the two districts, out of the total number of2.68lakh households registered, 
only 1.05 lakh households demanded work. However, employmeni was only 
provided to 0.99 lakh households. Of these, the. percentage of households 
provided with 100 days of employment ranged between 0.45 to 0.59 percent of 
the .registered households which demanded employment. No unemployment· 
allowance was paid. In the absence of consolidated details about jobs 
demanded, exact amount of unemployment allowance to- be paid could not be 
ascertained. Instances of delay in pa:Yment of wages and· lacunae in 
preparation, distribution and receipt of job cards were also noticed in audit. 
Cases ofrestriction on registration of ho1,1seholds was also noticed. 

An innovative feature of the scheme was to ensure transparency through. 
regular meetings· of the Grama Sabha and conduct of Social Audits. However, 
it was noticed that the social audits to review the implementation of the 
scheme were not conducted thereby defeating ·one of the objectives of the 
scheme. Monitoring mechanism was also not in place. 

. . 

"'" Meppady, Mirppa~nad, Pulpally and Thirunelli 
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• _ ~Gisl.,fJJ.J:Jh£veare114ed 311J19Lfh 2007 

. . ' 

);;:. Govero..ment shotildframe Rules for nnplementation ofNREGA 

);> _ TheProcess .. of·planning should be strengthened- so as to emible the · -
GPs, POs and DPCs to provide employment for loo days to ·an 

-registered households. - - -
-- ' - . . - -

).;> Government should analyse why majotity of job card holders did not 
apply for jobs. · - - -

. . ' . 

> Government should examine the _ reason for non-payment of 
unemployment allowance. - -

. . . . 

);> Government should immediately take action to _ prepare District· 
schedule ofratesso as-to ensu:re ininimumwages ball beneficiaries 

);>- Governinent should monitor . all activities sfarting from planning to _ 
payment of wages and make sure that th~ scheme is implemented in 
the state as :envisaged in the Act __ _ -. _ __ _ _ _ . 

);> Government should evaluate the impact ofthe scheme in the State to 
strengthenjts implementation. 

52 





. 6 ?5 !! & 5·· Eh!iil 

(KBR). According to KMBR, no person shall construct/reconstruct any building or 
make addition/extension/alteration to an existing building or develop or re-develop 
any parcel of land in the area concerned without·obtaining permit·from the MC in 
order to ensure planned development with due regard. to ·aesthetics, ecology and 
pollution constraints. However, operational constructions of Central and State 
Government such as Railways, National Highways and Water ways, Aerodromes, 
etc. are exempted from KMBR Similarly, permits are not necessary for minor 
works such as providing and removing windows, doors and ventilators for partition, 
painting, petty repairs, etc. which do not otherwise violate.provisions of KMBR. 
The Rules also prescribe specific and separate norms for parking spaces, open area, 
fire escape, ventilators, sanitation facilities, front and rear yards, etc. for each type 
of buildings based on their occupancy. The Act and Rules contain provisions for 
ensuring prompt delivery of services by the Cmporations in issuing bUilding 
permits and occupancy certificates. 

The Secretary of the Cmporation is the authority to is8ue building permits and 
occupancy certificates. The Town Planning Officer and Assistant Town·Planning 
Officer carry out the above functions on behalf of the secretary. Thus they are de
facto responsible for receipt and scrutiny of applications, granting permits, 
inspecting buildings and issuing occupancy certificates. Any person aggrieved by 
all. order passed by the Secretary may submit an appeal to the Tribunal for LSGis 
cons"titutey:l under Section 271 S of the Kerala Panchayat Raj Act, 1994. The 
different stages of implementation of KMBR are depicted in the following chart. 
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Application for permit 

Remittance of Permitjee I Addl Fe 

Assessment of property· tax 

Appllcatiori fee+ Documents+ Pl.an 

. Site visit cfo see whether the plan and 
· . de5ign are·in accordance with provisions 

of KMBR 

occupancy 

. ZoQing regulations- Validity for three 
· years 

In accordance with approved -plan and 
·design 

Signed by Approved Engineer and given 
to the Corporation 

· To see whether the construction was in 
accordance with th.e approved plan 

12 categories of occupancy 

Assessment of annual vai'ue . 

The audit obje~tives were to·evaluate: the quality of implementation of the 
·· Iq\1BR and related provisions of the Act and to examine whether 

· o the applications received were properly scrutinised 

<ll tlie building permits granted were in order 

0 thepermit fee andadditional fee collected were as per Rules. 

e the buildings constructed by the permit holders were in accordance 
with the approved plan and design 
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I;;.c~rrec( :. · ... 
application of 
Floor Area· 
Ratio resulted 
in sho:rt: 

. realisation of . 
additional fee .-·· 
ofRs.18.76 
lakh. 

definite and . separate pem:iii:ted lJSes: ies11jcted uses and ,pi·C>hibited uses, ~ ~ .. 
- -- Peimits for con:strtiction qfbuildings for p.ennit{ed -~ses~iii~ each zone could be -· 

issued by-the Cm$oiati9iis~ without getting the ilpprqyaf- fro in ·t4e PTP/C'rP 
-•. whei'eas permits for building-for :ni:stripted uses- should only be issued after_·, 

obtaining appi-0\ra,l-frcnll, the DTP ICTP _-.Building Jor prohibited uses could not -
-be pefmitted-eitherby the C:~rporations ~or by :the DTP /CJP;_:_lt, v{as detected in 
. aud~t that TMQ~violated -the:·zoning regulations as' n1entioned in rmragra:plis ... 

- 3,2.12.4 a:n.a J;2.J2:s.· · · - · · · · · 
.. . .. - - . ::-.·_. -

.: -:_ .• According- -any ~person. wlio; intends_.to:~consttu~tl;~cqnstruct·~ -~·- -
builclirig should submit- to the Secretary of the Corp-oration· an application 

Aogether \Vitb. the site plari f<)r:appfoval:pf the BitecaJ.ld an application-together-_· ·. 
· withogrotind.phin; elevation an~ -·sectibns of:the building and spech1c:ation of 
-Jhe work. The ·applicffilthas 'to submit dqcuri:H~nts t() pr9Y.e ownership ~of the 
··land concerned, and payment of application fee along with .a:;·copy of the . 
. certificate·. of registration·. of~ the. archited!lfuilding_: designer~·_The -s_elected ·. 
'divisions dl,lririg 2002~03 to .2006,;07 recei~ed 6348 applicatio~s~agaifist which ' . 
A335peimitswere5ssued.= - · ... " - · 

-. The' Secretar~ after:inspecti()n.9fthe site 'arig verific~tion of the site plan -and 
_ o rele.vant dp~ui11(~nts~·it convinced of the Boria:ijges ofth¢ owriersl1ip of the site, · · .. _ 
... and-th.~( the sl.te' -plan, -drawing al1d . specifi~ations. ¢ollform . to the site and ... 

p;rov!sions:of KMBR, apprpves the s!te ~and- site .pl~n~ .• Afte1;~ this/he verifies 
whether- the . building plan;- elevatiOn: and-.·_ s.ections ~-Of lli6 'buildings and •.·. ·. 
sp~cifi~atioris. of the woriC'corifonli to the site_ a11cf site piair aild is jn ·. 

". accordari.c~ with KMBR, approves 'the J?l~n and-issues peri1lit·to.exe~ute the. 
; worko1l rehiitt<ll1ce·of the p_ehnitfee aithe prescribed rates~ The$~ctetary also . 

. has th~ poWei·. to refuse approval orto·requiremodificatio:hB to.the pl3,n wliieh 
_ .-:should be communicated in writing. The Secrehiry sliould withili 30 days_ of 
. the ieceipt of.the'application'· either ipprove'or refus~_-to approve the' site 

planlgni.t"lt or.r~fuse to grant permit't() execute the work. The permit is valid.· 
·for 3yearswh.ic1r 9all'be extended tWice by the Secretary f()r 3 years each·cif 
the. application' for extensiQn 'is withiil the valid-period of-the permit and· once 

_- -for- 3-.years·-irtli.e application for extension is ·m.adtFwithin on_"~-.year of the 
-expiry ofthe permit. - . · . - ·. 

. Exi;ting ar!!a ftot re~koned}or calculating Jflooi· Area Ratio 
-{FAR) • ·- . . -

-fu cases Where addition or e~tei1sf9n jo .a building .is niad~~- Kl\imR ·. ~hould .·-
-·- applytothe addition or~exte!ls'icni only~ Hovvever'fpr calculationof the area for 
. - . the plirpoi>e of dt::tehnining-'_fAR}, at~a: of the whole bl1ildi_ng mduding the . 

existmg C,onstructed l;U;ea should )e reckoned. -Whil~ -issuing. peimit (July · 
. ·· 2_003)to the Cosmopolitan Hospltal,Thifuv:ananttfapuram for construction of .. ·. 

·.- --.- ' . . - - - - .. - - '- -:....-·: -- -- . 

' i Floor Area Ratio =Total cov~red ~eaon allfloors of:~ll-buildin~s on ~ceft;in plot 
- . - ~- =--..o.-A.Iea_9_f!he·p}o! -- __ - - · -·-

. -
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· .· _a,dditional·aJ.·ea, o(l680 squarY:!li~tre, the m-ea.pf91 05.26 square metre being · ;• 
. th~ .area. ·ot . the existin,g ·buildillg: :Was not .. faken- into consideration,' fpr - . 
calculati6n of add!tioii~I fee. Jhus; ~against. tlie ·total floor area··. o( 1078526 -

. square·- meire; only' J680 square; fuetre -was 2onsidered Jqi payment of 
_· additionalfee. Since llie FAR p~rm-issible withoutpayrilen:t of additioiial:fee··· .-

. was-two, .floor area exe!l1pt from_ payment _c)f additional fee: ill th~ plot: ~: 
1p.easuring 4454.70 Sq: metre :was only 8909:40 Sq !lle_fre. However; c.itie to.-- ••· · ... ·._-__ _ 
non::considenitiotr of the ;EAR of th~ existing building, TMC ciid not realise. 
additional fee-on the excess floor-area of 1875.86 Sq metr:e'Ieading to:shorr' 

- . '1e\ry_of:Rs.18~76lakh afthe rate 6fRs.lOOO perSq.metre. - -
.- ·.. .. ..... : ,_ 

3;2;9.2 Cov~rage are~-exceedefjthe.limltp:r.escribed _ 
• • ~ • c •• 

• The IIlaxihiUin coverage ar~a (ra,tio betw_een max.inlu1ll area at'any floor bftlie · 
-·building·andthe,plot}rrea)presqib:edinKMBRJorcormnercialoccuparicyi~· 
· 65 per cent; Howev~r,-JMC issued (May 2002) a perinit[or ~xtension of the · 

· ... existing briildlng having •total - plinth areaof 672 square trietire (3' fl()ors} _ 
.. witliout- considering the coyerage_ area.· prescril)ed. _ The ·plinth . area. ofthe _.·. 
·.groUnd flqor-ofthe exi~ting l:mi~ding was 224 sqU!lfe metre allcl the plot atea. · 
• was_3?9.i7 squarem~treandth~existing coverage was 62.37p?r-cent_wlitch

·.·.\Vas witliin~-the ·· pbpni~sible 'liinit ·The total plinth-area or' ground· floor·that•.•· .· 
: ccnild be permitted was. only 233.46 square metre (65 per i:eiit of plot area)· ..• 
. i.e.- pemiit could be i~sued for. additional ebnstruetioh upto 9Aq square metre · ... 

on the ground floor (28:3 8 square metre for 3 floors). Against this, permit was .. 
issued for '174 square.metre•which;'exc~ed~dthe prescribed.limjt by,l45i62~/; . 
square metre. "fhus overall C:over~ge_in~reasedto 18:51 per·c~nl asagainst-65 
per cent ~9rnissibie violating the provisions ofKNi:BR. . . - . 

. . The C~i1'oratimi. d~rivbd substaJ.ltiaf~ol:mt d: n~ve~l!e by way _of application_ . 
· .. fee,· permit ·fee and • additional fee. \yliil~ applic~tion fee __ ~is p~yable ~on : 

-. ~ubmitting tlie application; permit f~e is payable on accepting _the applic;at\on . 
. and additional fee is payable when tlie fAR exceeds the p~rmisslblelimit:Jhe . 

· . total reven4e eal)led by both the .C9rporations jJnthis>accouilt was Rs;l3·. 0 r' . · 
crore durillg the .p:eriod of review as sl:J.o\Vn_ belo'W:~ . . . · ... ---.. . . 

·' ·-:· ;-
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Sillort 
realiisattionn of 

· addlitJionnall 
fee of 
Rs.ll.7.52 Rakllu 
was dletecll:ed! 
inn respect of 
six lb11Iilldiilmgs. 

Commerdall 
occ1.1Ipanncy was 
Jirreg1.1Illady 
channged to 
l!J.ospitall 
occ1.1Ipanncy. 

3.2.10.1 Shoi·t realisation of additional fee 

Depending on the type of occupancy, maximum · FAR permissible is 
prescribed in KMBR. Owners are permitted to exceed the FAR in respect of 
nine out of 12 categories of occupancies subject to realization of additional fee 
at the rate of·Rs. 1,000 per square metre exceeding the area permissible. 
However, this is further subject to FAR permissible with additional fee as 
given in Table 2 under Rule31 (2) ibid. Scrutiny ofbuilding permits granted 
by both the Corporations revealed that there was short realizatiori. of additional·· 
fee for various ,·reasons such as oversight, irregular exClusion of aiea of ramps . 
and- swimming pool, remission of additional fees. to owm~rs who surrendered 
land, etc. Short-realisation of additional fee by the MCs worked to Rs. 17.52 
lakh in six cases as shown iti Appendix VIll. 

Occupancy of the buildmg is decided based on. the tisage of plots proposed for 
development. According to KMBR, buildings are classified into 12 categories 
of occupancies such as residential, education, medical, commercial, assembly, 

. mdustrial, hazardous, etc~ Coverage area and FAR (Ratio of floor. art;:a to plot 
area) allowed as per K1\1BRvary for each type of occupancy. The maximum 
FAR allowed is for residential buildings- which ·is three. Additional fee is . 

. payable overthe permit fee for buildings which exceeds the FAR. Ht~nce, the 
type of occupancy plays an· important role in the deterniination of permit fee 
and additional fee . 

. 3.2.11'.1 Wrong classification of Hospital as comm'!rcial occupanc.y 

The Govel111Ilent exempted (June. 2004) the construction of a four storey. 
commercial cum. office building in Division No.2 from zoning. regtllations. 

·On the basisofthis order, TMC issm~d (January 2005) permitto.cpnstruct a · 
four storey commercial building having a total areaof 1363.23 sqliare metre 
allowing coverage of 65 per cent. For cominercial occupancy the maximum 
coverage admissible was 65 percent of the plot area whereas for hospital 
occupancy it was only 40 per cent. The owner completed the construction of 
the building and started a hospita1 there instead of commercial·· cum· office 
buildL.1g. This change of occupancy from commercial. to hospital was not 
.permissible as per KMBR due to difference in the norms for construction. As · 

·. the maximum coverage permissible ·for hospital ·occupancy was only 40 
· percent, the floor area in one floor should have been restricted to 212.92 sq. 
· metre (40per ceni of plot area of532.30 s;q: metre) against 340.81 sq. irtetre 
·. allow~d by TMC for commercial occupancy. Change of occupancy was in _ 
violation of KMBR. Government stated (De:cember 2007) that action has been 
initiated to demolish the building under Section 406 of the Act. Further 
developments were awaited (March 2008) .. · 

. . 

According to·. Chapter HI of KMBR, any const~ction without obtaining 
permission of the Secretary or which is hot 

1

in accordance with the approved 
plans and specifications or in violation of the Act and Rules, will be treatyd as 
unauthorised. The Secretai)i · has the po"rer to regularise construction/ 
reconstruction/addition/alteration of any building carried out without obtaining 
permiSSIOn or iil. deviation of the approved plan provided·· .. that such 
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. 11433. ' 
mrnauthorised 
constructions_ 
were 
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construction. is' not in violation of the Act and Rules. In cases where 
regularisation ;is not_ dope, the Secretary also has powers to requi1;e :fhe per~~n. 
responsible to make alterations in accordance with the. approve~ plan. or tq 
demolish the Unauthorised construction. - - - - -

•. • -- !. -

- . . 

3.2.12:1 Trend of Unauthorised constructions - _ _ _ 

· TheMCs during the periodfrom 2004-05 to 2006-0'7 regulansed 11433 cases 
• of unauthorised constn.ictions as detailed below. · - · 

2oos~o6 2822 781 3603. 

2006-07. . 2686 890 3576 

Total . 9117 23:1.6 ':1.1433 

The unauthorised constructions. could be · prevented - only by frequent 
insp~ctions · of the constructions . made in· the · corporation area and···- h)' 

. strengthening monitoring system for which deployment of more staff/is 
required. - . 

3.2.12.2 Unauthorised construCtions not regularised 

TMC detected the followingcases of un~uthcirised constructions. However; .. 
· -they did not regularise the donstructions or demolish them. 

Sri. N.S. Salimkumaran 
N~it i 999_ to construct two 

storey building 

Construction ofunauthorised 
structure of 17.64 sq.metrein 
parking space 

12 September 2005 
(stayed by Court) 

2 

3 

Sri.Q. Mohandas 

T.P/BA/662/06 dated 
15 May 2006 for 
interi.lal renovation of 
existing building 

-Constructed four storeyed 
building 'unauthorisedly on the 
basis of the permidtt the site -
which was of archaeological· 
importance and subject to zoning. 

29 November 2Q06 
stayed byTribimal 
forLSGis 

regtilations . -

M/s;Ramachandran 
Textiles 

Nil. 
Construction of a building with 
area of 70.20 sq.rrietre in 
Division 37 -

30 May 2007 (stayed 
by court) 

. ' 
_- i 

.· ·Though TMC. issued orders· fm · di:miolition·· of the_ buildings, they could not . 
demolish them on -account of stay granted by court/tribunaL Preventionof 
unauthorised constructions is better than demolition which could be achieved 
by strengtJ:iening the m~nitoring system as obse~~d iJi the previous paragraph; 

·. 3.2.:11.23 Unauthorised Structures not demolished ... 
. ·,. 

KMC issued (May 2004} a permit to four persons for constructionc of a -
_temporary ~hed in R.Sy'N~.40/l3 ccinsisti11g of office and shed for keeping._ 
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~ld . cars for· exhibition. '-',[he. owners <c6nstn{cted •···~. perman~ntA:milding for 
'Office room andaJemparary.shed. -Accor~ingtq tP.e conditions _ofpennit, th.e .· 

· structures should have been;ieinoveci after thl~e inonths m;~else KMC was to · 
remove\t . departnieiitally;._ort :realisation of ,expense~" from t11e .. bwners. . The.. · 

•·. owhers, however, did Iiotjeinove tlie :stfrtctures)aftertfuee m~pths which was ·· · 
ill violatism 'of the P.e!Wi{c<_:>nciitioil. . 'fhougli K:i\I{G is~ued ;.lioti6es twice. in· · 

· · May2005 aild Septemb:er 2006, th~ owners didnotreptovethe striictures even .. 
aftetthlee years~ •. Though·IgYfc issued demolitio_ni~ofice·(Jaril!azy2.Q07), .the 

.·· .•.. structureRwere not demolished .(Octooer 2007):~ .Petillit·<fee .rup.ounting. to Rs'. 
_;-· .- *· --._~: .,_··.:.:'"'~e· ... ' __ :_··.··_, .-· . -·. -· :-_. _.-· C:-· ~' ._· ~ ' •• ~ • 

1..44 lakh payabJe from:Septembet2004 to October200( w~s alsg not pa1d by 
• .. t4e owner~; Futth(:£de\Tdopmen!swere~waitec! (Mar~h200S} . : · 

.. -.- - - : ~ - . . . - . ._. . . . ._ . - ·. '· - . - . -

· , .. -3:2~12A ·-·• Un~uth'drisedpermistti~n·to "ColistruCt Residential_h~ilding .· 

• TMC receive~ (28 Novemb~r2003) 'em, ap~litati~n ~qr con~tni~ti~n of a 14. 
Despite. . . '' ·~storey~buildirtg ·in 30 cen;ts~ 6fland 'oil :the· siciy of M~ts~mn Kowfliai Avenue .. 
Goverillment. •. ' • -~UlJ'sequentlyori. 22 .Iv1?fch.2004; th~ ~pplican_i~.·-~ufl"en_ dered 39 sq.li~re .m_ . etre of . . orders, . .. · . . . _ .. . . .. . . .. . _ 

· .. Tl!J.imvan!mtHu£ .. · · ' · larid to Govel1111Jenf for ·• widening l(owdiar ·.:.:.... · Kuravankonani . Road. · This 
.. ~puram • . . ' suhe~der oflartd enabled·the applicant. to; chiim Qoncessions/ieiaxatioris from 

Corpor.ation · ···· . the provisions of IillBR .. in ~ccordance. with Chapt~r )CI of KMBR .• TMC 

:::.-. 

permitted! . · .. · issued (June 2004) ·permit 'as recmnmendedby the Special Committee 
construction of . . . constitt1t~d under Rille 85 ofkMBR to construct a _14 storey buildihg having a a 14 storey.·.· . . . . . . .. . . 

. bUllilding.. total floor area<of5932.26 square metr~;·. A:.Det~tileci.Town Planning (DTP) . : 
against a two . .. scheme for Muiiunr Kowdiai Ayenue .w(ls· i.J1 existenc_e from'l977 onwards 

· stm:ey llmHdiiug . :\Vith a view tciYcbJ.itrolling. de,vdopments .m:1d :also tci preserving· theJ)eauty. of : 
• permissible~ . •· the.avenu~ anci· premises .. -;Ac<:;ording to the zoning regulations for Residential 

. Zone ·under .. the.· sche_ll1e~ sillgle and ~ouole storey residentia~. buildings with 

"=.· 

· ·· ..... · 'll~ighLof 7.5 metres· with m~jill.unr'cqverage. of 30per cent .. ·~Hone were 
permitted to JJe constrt.I<~'fed in .the :Zone: As against this, the height of the 

-building and:coV:erag~ pem1i.tted oy 'fM:c·were·sl:90myqe and6S,8per-cent -·· 
· · respective! y \Vith ::FAR of 3~:94. Moreoyer~ the applicant was. exeinpted from ... 

e ···payment of additional· fe~ ofRs. 1J .41 lakh- payable. for FAR :exceeding j 
... ··under provis9. to Rule 81 (2) ibid .. Acccirding.jo .KJ.\@R and;_DTP:-schemea ' 
. .. two storey buildi~g with plinth.area of 364:2~ 'square m"etre at .eac;h floor {total . 

728.46 csquare metre}. alone was .pefm,i~sible ~agailist which. building with. 

- -~ --

S93226 squ~e metre ~as p~rmitted tO be constructed... . . 

. While~· the construCtion was in prog~ess; the . Govenmient. in an urgent letter 
... addressed to the·secretary stated {18 June~2oos) that so many concessions in · 

. violation. of provisionS of KMBR were a11owed;to"the applicant on surrenuer. 
ofa sill:aiLpie~e-of.land_mea:suringjess than one,cent The .Governmbntaiso • 
qalled for exp!apatlon for the·_J.rregularities ang. asked to report the names' of ' 
officei:s of .TMC ¢d the.inembers of Special Coll11nittee who were responsible 
forJhe lapses. Eve11 on receipt o{ thi1j.letterTMC :allowed the.· applicaJ1t, ~o· 
continue 'the. work Which was COip.pletetH:5y' ApriL2006 as shown -in ·the 
photograph ·-•·· . - · · · · · · 

· . •r9o Sq.M~·Rs.20x38:months•=.Rs.L44Iakh. - - -_ . . . - . . 

·~ Lcent;. 40.47 sq Metre. 
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Eiglb.t stqrey 
buildnngiwas 
constmcted for a · 
hospital ,against a 
three stQrey 
building: 
permnttedl by 
Goveriuh.ent. · 

- e+ &1' 

View of 14 storey residential building 

Later, Government intimated (December 2006) that the concessions given to 
the applicant were invalid and accordingly, TMC issued (May 2007) orders 
cancelling the permit already issued during June 2004. TMC or Government 
did not fix responsibility for committing such a serious irregularity which 
enabled the applicant to construct eight times.the permissible area with excess 
height of 44.4 metre and to avoid remittance of additional fee of Rs.ll.41 
lakh. Government admitted (December 2007) that issue of permits by TMC 
was in violation ofDTP scheme. 

3.2.12.5 Irregular issue ofper'ri# violating zoning regulations 

According to zoning regulations, the area where PRS Hospital, Killippalam is 
situated comes under green strip where construction of buildings is prohibited. 
However, Government ·exempted (June 2004) the hospital from zoning 
regulations subject to the condition that only a three storey building for a 
hospital and canteen would be constructed, that the construction should satisfy 
all provisions of KMBR and the lay out approval would be obtained before 
obtaining the building permit. Accordingly, CTP approved (October 2004) lay 
out for construction of a three storey building, As against this, TMC issued 
(January 2005) permit to construct a four storey building with a total area of 
2007 sq. metre {Ground floor 779 sq. metre, first floor 564 sq. metre second 
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_floor_ 552 sq. metre and third floor 112 sq. metre). Later, the hospital 
authorities submitted a fresh application for constmcting an eight storey 
buifding having a total area of 8072 sq.metre ignoring the permit already 

issued in January 2005. On the basis of this application, TMC issued 
. (Febmary 2006) a permit as applied forby the hospital authoriti~s without 
making any reference to the permitissuedearlier. Thus the permits issued by 
TMC were in violation oftheenvironmetitallaw. Accordingly, an eight storey 
building was c<mstructed as seen in the photo given below. · 

The Government Order exempting zoning regulations was for construction of 
·. a three storey building subject to approval• oflay .out by CTP. As per the order 
of CTP approving the lay out of the build:in,g, constmction of a three storey 
building . alone was permissible. Issue of building . permit by tMC for 
construction of eight storey building was in violation of zoning regulations 
and was against lay out approved by CTP ~ 'This also tailtamounts to extension 
ofmidue benefit to. the hospital. 

3.2.12.6 · Violation ofrestrictionsinconstruction of buildings 

Severalrestrictions are prescribed in KMBR for the.safety and well being of 
the public such as. structural stability certificate from a registered engineer for 

. high rise buildings, incinerators for hospitals, -aviation wmmng •lights for 
telecol11ti:mnication towers,·. adequate car parking space, etc. On auditscmtiny,. 
it was seen that these restrictions were violated in the following cases. . · 
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67 hospitals in Kozhikode and · 
Thinivananthapuram(TMC and Hospital 54 (4) 
KMC) 

Reliance communication Ltd 
Telecommunication 

Aviation warning lights 
TP1/BA/1524/03 dated 29 October· not provided at the height 137 (1) 
2003 

Tower 
of40 metre 

Sri. V.O Mathew Against the required . 
Thiruvananthapuram TP1/BA/537/03 · Commercial parking spaces for 11 cars. 
dated 5 November 2003 
Sri.K. Suresh Babu · 

.Pennit was issued before 
Thiruvananthapuram 

Commercial taking into possession the 79(1) 
TP1/BA/1279/03 dated 22 December land surrendered .. 
2006 

Thiruvananthapuram, Permit was issued before 
TP3/BA/1589i02 dated 22 December ResidentiaL . · taking into possession the· 79 (2). 
2003 . hind surrendered 

Non installation of incinerators by hospitals in two Corporations is a very·· 
serious violation of restrictions prescribed in KMBR since it continuously . 
affects the state ofhealth of people of the two Corporations. 

·~ . . . 

. - . --

Govermnent 
exempted 
buildings! from 
certain ! . 

-According to.KBR, which was in force til1.30$eptember 1999, .Goverhment 
was empowered:to exe!hpt constructions from the Building Rules. However; 
by the introduction ofKMBR from 1 October l999, Government's power to· 
e:X.empt constructions from Building Rules was dispensed with. The Building 
Rules which are meant for the planned development of the area concerned and 

. also for the safety a..lld well being of the occupants of the building and the 
restrictiops 
which were not. 
authorised. 

· .. public should be strictly enforced.·. Ho~everGovernment/ District Coll6ctor, 
Thiruvananthapuram, exempted the following constructions during November 
1999 to January 2003 based on the KBR which had ceased to exist since 
October 1999. . . 
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No 
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2 

3 
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C4qqtec W Pec(qmwace Rwjrwy 

No and date of order of No and date of permit Effect of 
Namc of applicant Covt/District CoUcctor, Rules c:>.empted issued by TMC and exemption 

Thiruvananthapuram plinth area 

TPV4454/03 Dated 28 GO Rt77/2003/LAD dated 4 Rules 15 (2) (3) and 
Sri.B. Mohankumar 

January 2003 other rules of KBR January 2004 - 1156.17 
sq.metre. 

Exempted 

Sri.AR. Peeru E/2807ff.997/DS dated 4 Rules 15 (2) (3) and TVBAP/792/02 dated from 
19 July 2002 - 96 leaving Mohammed November 1999 of ocr other rules ofKBR 
sq.metre. prescribed 

space on 
TPV47489/2000 dated front, rear 

G.O (Rt) 3552/2000/LSGD Rulesl5 (3) 17 (I) 19 
Sri. Mohammed Kassim 22 March 2001 - 1143 and sides of 

dated 30 August 2000 (iii) etc ofKBR 
sq.metre. the 

buildings. 

President, Medical 
G.O (Rt) 1205/2002/LSGD Rulesl5 (3) 17 (I) 19 

TPV38705/04 dated 13 
College Lutheran Church, August 2004 - 460.77 
Thiruvananthapurarn 

dated 14 May 2002 (iii) etc ofKBR 
sq.metre 

It was irregular on the part the Government/District Collector to waive the 
provisions of a rule which was not operational. It is significant that though the 
exemptions granted were from the operation of provisions of KBR, building 
permits had to be issued by the TMC as per provision of KMBR as KBR 
ceased to exist. The Secretary stated that as no validity period was specified 
in the order of Government/District Collector, granting permits on the basis of 
such orders was proper. This is not tenable as no exemption can be granted 
after 01 October 1999 by the Government. 

3.2.14 Delivery of Services to the Public 

Though KMBR contains numerous provisions for restricting constructions, it 
also assures prompt and timely delivery of services by the Corporations to the 
people who are the ultimate beneficiaries of the Rules. Accordingly, KMBR 
prescribed time limit for providing services such as issue of building permits 
and occupancy certificates. It was seen in audit that there was inordinate delay 
in providing such services. This may be attributable to the shortage in staff 
strength as discussed below: 

3.2.14.1 Shortage of manpower 

The personnel strength in test checked MCs for implementing the rules is as 
follows: 

Category of post Thiruvananthapuram Kozhikode 

Town Planning Officer 1 1 

Asst Town Planning Officers 2 2 

Building Inspectors 10 9 

Clerks 12 10 

Specific norms regarding staff required for issue of permits were not fixed. There 
was no increase in staff strength corresponding to the increase in the number of 
penni ts issued. 
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Year 

2002-03 

2003-04 

2004-0S 

200S-06 

2006-07 

Total 

No action was 
taken by the 
Corporation on 
1658 
applications 
for building 
permits. 

Aumt Reqqrt Q:SG!s> Cor the yeqr eqtfed 11 Mqrcb 2007 

3.2.14.2 Inaction on application for building permits 

Out of 6348 applications for building permits received during 2002-03 to 
2006-07 in the selected divisions of both the Corporations, 355 applications 
were rejected and 4355 were accepted as detailed below. 

No. of applicalion~ recch cd !'\o. or permit~ is~-ued No. of applications rc>jeded No. of applications 
pending 

TMC 

401 

709 

708 

740 

678 

3236 

KMC To tAll TI\1C KMC Total TMC KMC Total TMC KMC Total 

649 IOSO 262 Sl9 781 7 32 39 132 98 230 

602 1311 SO l 468 969 6 44 so 202 90 292 

616 1324 489 483 972 7 43 so 212 90 302 

6SO 1390 494 4SS 949 16 66 82 230 129 3S9 

S9S 1273 37S 289 664 13 121 134 290 18S 47S 

3112 6348 2121 2214 4335 49 306 355 1066 592 1658 

There were 1658 applications (26.12 per cent) which were neither rejected nor 
accepted and were pending fmalisation. Applications received as early as 
from 2002-03 onwards were pending with the Corporations. As per KMBR 
every application for permit should have been disposed of within 30 days from 
the date of receipt. Inaction on 26.12 per cent applications without valid 
reasons points to the control weakness in handling individual applications and 
poor delivery of service to the public. 

3.2.14.3 Delay in issue of permits 

The time limit prescribed for issue of building permits is 30 days from the date 
of receipt of application. Out of 2121 and 2214 permits issued in selected 
divisions ofTMC and KMC during 2002-03 to 2006-07, 186 and 1060 permits 
respectively were issued after three months from the date of receipt of 
applications as detailed below:-

No of permits 
Delay in issue of permits 

4 to 6 7 to 12 More than Year issued Total 
months months 12 months 

TMC KMC TMC KMC TMC KMC TMC KMC TMC KMC 

2002-03 262 519 19 138 6 90 2 34 27 262 

2003-04 501 468 29 111 19 119 2 35 50 265 

2004-05 489 483 26 134 15 85 1 21 42 240 

2005-06 494 455 30 122 16 89 3 14 49 225 

2006-07 375 289 16 56 2 12 - - 18 68 

Total 2121 2214 120 561 58 395 8 104 186 1060 
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2005-06 

2006-07 

Totai 

fo· ji 

.. - -· . - - .· 
- -- - - - - - . 

While the-delay in issue,,of permits was only 8.76per cent in TMC, in KMC, 
the permits were issued -late in 47.88 pei cent cases which were atf1ibutable to 
increase , l.n cons~ction activity, defective applications, ·_ lack of required 
details in the gpplicatio~ for permit, etc. 

- 3~2.14.4 Delay in issue of occupancy certificates 

The Corporations were. to issue occupancy certifica~es within 15 days of 
receipt ofcompletioncertifiCatefrom the owner ofthebuildings. but of2998 
and 3418 completion_ certificates received during 2002-03 to-_2006-07 in 
selected divisions, TMC- and KMC respectively could issue 2911 an:d 2907 
occupancy certificates as detailed below~-

4 93 13.92 

632 634 3 89 14.04 

603 651 23 65 9.98 

526 570 53 170 10.08: 22.97 

2998 2907 87 511- 2.90 14.95 

There was delay in issue of occupancy-certificates iri respect of 598 cases 
which was due to deviation from appro_ved plan and deficiencies ill documents 

-_ to be~a~companied wit]J. completion ceiiificate. -

3.2.14.5 One day permit 

-An innovative system of granting building permits for single residential 
units on the same day of the application was introduced iri TMC during 1997. 
However KMC introduced the system of 'one day permit' only during October 

-_ 2000. Out of 523 82 building permits issued during 2002-03 to 2006-07; in both 
the Corporations, 28701 were one day permits which was 54.79 per cent as 
detailed below:-

2003-04 3447 - 3144 6591 3057 2232 11880 

2004-05 2631 • 3039 2365 )332 10367 

2005-06 3039 2814 5853 2506 2258 4764 10617 

2006-07 3033 1827 4860 2226 1893.- 4119 8979 

.. Total 15504 13002 28506 - .. 13197 10775 23972 52478 

67 



Monitoring 
building 
construction was 
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leading to 
unauthorised 
construction. 

A!ldif Reqqrt (!:SG4J Cqr the veqr ended jl Mqcch 20Q7 

The system became popular as there was no delay in getting building permits. 
Only those applications against which building permits could be granted on 
the same day were accepted. Hence, no application was pending with the 
Corporations under this system. 

3.2.14.6 Delay in assigning building number leading to delay in 
assessment of property tax 

It was seen in audit that there was delay in assigning building number and 
assessing property tax in respect of 30.89 per cent cases where occupancy 
certificates were issued as shown in the table below: 

No of Delay in assigning building number and assessing property 
occupancy tax 

Year certificates 
1 to3 months 4 to6 months 

more than 6 
issued by TPO months Total 
TMC KMC TMC KMC TMC KMC TMC KMC 

2002-03 627 631 111 115 98 - 105 - 429 
2003-04 602 575 80 122 81 53 38 - 374 
2004-05 629 545 63 45 74 - 18 - 200 
2005-06 580 586 112 126 83 72 21 - 414 
2006-07 473 570 145 94 92 - 49 - 380 

Total 2911 2907 511 502 428 125 231 - 1797 

In respect of 231 out of 2911 buildings, there was delay of six months and 
more in assigning building number and assessing property tax in TMC. 

3.2.14.7 Excess compounding fee levied for regularisation of 
unauthorised constructions 

A formal application in the prescribed form should be submitted for 
regularisation as in the case of application for permit for building construction 
after remitting the prescribed application fee. If the secretary is satisfied that 
regularisation could be granted, the applicant is required to remit a 
compounding fee at double the rate of permit fee. However, scrutiny of 
records revealed that both MCs realised permit fee in addition to compounding 
fee from 11433 applicants for issue of orders of regularisation during the 
period from 2004-05 to 2006-07. The realisation of permit fee was irregular 
which resulted in penalising the applicants unauthorisedly. 

3.2.15 Internal Control and monitoring 

3.2.15.1 Non maintenance of Register of Regularised Constructions 

As per KMBR, several registers are to be maintained as tools for internal 
control. Register for Regularised Constructions for recording details of 
unauthorized constructions and the details of regularization as prescribed in 
KMBR were not maintained by KMC. This weakness in internal control 
affected the watching of action taken on unauthorized constructions. 

3.2.15.2 Weakness in monitoring system 

Every stage of implementation of KMBR such as receipt and·processing of 
applications for building permits, issue of permits and occupancies, etc. is to 
be monitored by the Corporations. The pendency in disposing of applications 
for building permits as mentioned in paragraph. 3.2.14.2 was attributable to 
insufficient monitoring of receipt and processing of applications. Similarly, 
non-maintenance of Register of Regularised Construction by KMC affected 
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· the monitoring . of unauthorised constructions detected by • KMC when 
compared to tl;tat in TMC where the register was maintained. ·On noticing 
increasing number of unauthorized constructions,· Government issued (July 
2006) directions to the Corporations to foqn squads to prevent and detect 
unauthorized constructions during. state holidays· a11d during night time and to 
resort to demolish such constructions and to take stringent action ·against the 
erring officials. Even· though .. squads were ·. formed in the Corporations, 
unauthorized constructions are Jecurring as mentioned paragraph 3.2.12.1. 
There is no system to monitor whether the provisions of KMBR are adhered to 
during each stage of construction. The weaknesses in the monitoring system 
affected the implementation of KMBR. 

The review on implementation of building rules in municipal corporati9ns 
revealed ~hat the municipal corporations issued permits in violation of the 
provisions of KMBR. Aq.ditional fee was realized short due to error in 
determining the floor area of buildings. Instances of numerous unauthorized 
constructions were. noticed and the delivery of service to the people was not 

· satisfactory. Monitoring of implementation of KMBR was also very weak 

~. The MCs should take mar~ effective steps to avoid delay in 
processing applications and issue of permit. 

. -. . . -

~ The MCs should assess the floor area more accunitely so as to avoid 
short realization of additional fee. 

~ The MCs should be vigilant and careful so as. to avoid unauthorized 
constructions . 

. ~ Sufficient staff should be deployed for regulating building construction 
efficiently. 

~ Monitoring system.should be strengthened. 
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Highlights. 

A built in internal control m~chanism to en~ur-e. effectiveness in carrying out 
the traditional functio~s a.nd the transferred functions by the Urban Local . 

. ·Bodies (ULBs) is provided in theKerala Mimicipalitles Act,l994, rules made.·•·· 
thereunder. and Govrm1ment Orders and ·guidelines. The internal control 
system in ULBs was very weak as rules regarding ·various control measures · 
were not complied with. The system. could not ensure efficiency and economy .-.. 
ofoperation and failed to provide reasonable ·assurance against loss and 
misappropriation. _ 

(Paragraph 3.3.9) 

· . (Paragraph 3.3.14) 

(Paragraph 3.3.17) 

·· Kerala Municipality Act, 1994 (Act) governs the functioning of Urban Local
Bodies "(ULBs) consisting of five Municipal Corporations and 53 
Municipalities. Apart from the traditional functions such as regulating building . 
construction, collection and disposal of solid waste, management of public 
markets, maintenance ofroads, street lighting, etc.; certain functions of the 
Government as enumerated in the First Schedule to the Act ibid were 
transferred to the ULBs with effect from 2 October 1995. For carrying out the c.· · 

· above functions and fulfilling. the. statut01y obligations such as preparation of 
budget and accounts, taxation and finance, licences and fees,. etc~ the state . 
• Government framed several sets of rules. To ensure effectiveness in carrying 
out the above activities, a built in internal control mechanism in every ULB at· 
all levels was absolutely essential. Specific internal control measures have. 

_ been prescribed in the Act as well as in the Rules. Besides, Government has 

7b 



··· _ _:_... 

_,-_. 

... • ... · .. --~~~ 

-~ ~ --.. 

· .. ':'-

. -=.::, ~ _. 

. . also issu~~ qfcl~rs -aric£~~id_eiines fn:l~ time-_ to tim~-,Jo~eriable • the LSG Is-_ to 

·-·~:::e!t~li~j:~~~~fr~f~~~~-\by~:i~~jt~%1:~io~~~P~~c~~~~~!s!~~~o:~~~-
-Thotigh-~one: camiot~flin:i!).at_e completeJy. the i-isksc~iirvoH,-ed in c~:specified 
~ysteill b¥'o1J.ly' followillg mtemar control~~a8iires; jt, is possible: to'in:itigate 

·.·•·!~l;iE!~~~"ii:!7i:~ip~Er~~~S!:f•····. 
-_- _ ieqliir~so~-crobust ~te~~l'Attdit fruiction-compfement_ary \Vith ot~er _to~ols such . . -~ 

as· fniud controls, · - pro . - - · _, -· - · -

_ May()r/Cl).ghJ,erson of;a UL:S -elect~P,)ythe ,Coui{qihis~Jhe:- _ _ 
-Autl}otitY\yho has {>vet~ICpowers in:'~ll1natters of a{grtinistration of1h~ ULB. 
Thet:e _sh~llbe :five:sfaha1ng-c6llliiiiti~~S' :reinance/:Oevdopmeiit>Welfare, '- _ 
_ Health-~Educati6n and JV or~). ill :tlf~~ Mm1iCipalititis. hi addit!on::;to:: the8e . 

·_-~!~:~-,~=~~~~Jti~~J!~Xrit~ffi;~~~~iJJX~a;~l!:;t~:~;~: ..• 
. members~: of ·the standmg -_ cmjunittees' are c ~lected: :q:)r the . mem_})ers: . of the • -.· . 
-.counciL Iy.[ayo:ffChairperson shall ·be an ex-o-fficip.ri:J.e111ber _in -~ilf$fanding 

--- _ co~ittee~ and the Deput§:l\1ayor/Depl1ty Cli~irp~rs,~Ii::shal~ be :the ~)(.,officio . -· - . _ 
- iriember ~and Chairperson of the- Standing Coimilittee for· Fmruice. The -
:_ s~ruiqillg~c6~ittees 6ver~ee. ftuictions:citULl3s-itt th~j;~~pective splle~es. J:he -< · : · _ 
... Secr~taf:Y; who IS an offiter of th~dJoveril.ment is tb.~·t:Eiecutive o:mce~ ~of th~ .. 
• -- ULB.·_--.---- ··- - - .. - - - ' .. - -- . - -

- @ ~t~e,UIJ;3s h'!d lfrbperly ~o:rp.pli~~f~ith the internal controls_ prescribed - _-_-
-iri.rdevarit .Acts/Rules arid](egulations , - -·. ---- -

' '- ~-.. . ·. _- ·: . " .· .. -· - . •· . '- -- . . .·- .. 

. · ® .. re9_()rd,s:w~re prop~tly maintall!e~(: • _ .. _ 

·q;-.:.prop~r.buc!getai)r:.~()tttrols'wer~~exei-~ised• 
.G) ~ pr~per phy~ical co~trols oy~r as~~t& w~re exis\lrec( -•. 

' _..:._~ 0 - • • -"'--" 

. -:· . . 

'j\ildit•crite[!~:used_ for-t~~ -evaluation-_6~-c911t~ol• mecliariis~·in .UU~s -\ytr~_ : 
: <~ (i); ~--Provision~ o(r(erahfMup.ldp'ality Act l994~alid Rul~s $_e~e Under. 
_ ~(ii) _· · -·~;k6raia F~arl~i~J:~ode (~_§f.;:; · -· .-_ -:.: · ---. _ , • •. . -, .,.. - -
->'(ii1)~:•Kerhl~J,J're~Jll)rCode-(KTCF> --,--

· _,:: {i.v). -_-·Mahual ofOffice-Procedure (MOP) -
-' . - ---.- -__ ~: ' . ;. .·. . .. :·,.' ";-. . .. --~ . 

. (y) __ .--ior~er~ al}d_g;iideiine~'issl1_e4,;~Y Gov~~~fif 
) -~ .:;_- · .. - > : _. -;~::· :. -. 

- ~ -.- -_ -



Cash control 
was 
unsatisfactory. 

Audit Report (LSG/s) for the year ended 31 March 2007 

3.3.5 Audit methodology and scope 

The review was conducted from April to July 2007, with reference to the 
records of one Municipal Corporation· and two Municipalities·· out of nine 
ULBs in Ernakulam district. Evidences were gathered from the records, 
documents and registers maintained by the selected ULBs. 

3.3.6 Audit findings 

The audit fmdings are grouped under the following sections. 

(i) Observance of internal controls 

(ii) Adequacy of internal controls 

(iii) Internal audit 

(iv) Man power 

(v) Monitoring and evaluation 

Observance o internal controls 

Specific internal control measures were prescribed in the Kerala Municipality 
Act, KFC, KTC, MOP and orders and guidelines issued by the State 
Government. These controls intended to utilise the resources of ULBs in the 
best possible way avoiding risks of infructuous expenditure, loss, 
manipulations, mistakes, etc. thereby increasing the efficiency and 
performance standards of ULBs. However, the ULBs failed to implement the 
internal controls prescribed in the Act, Rules and Codes as discussed in 
succeeding paragraphs. 

3.3.7 Financial controls 

In the area of financial management, proper internal controls are prescribed in 
the Acts and Rules. However, prescribed internal controls were not observed 
in respect of custody and disbursement of cash and maintenance of cash book 
and other registers as detailed below: 

3.3.7.1 Improper maintenance of cash book 

According to Rule 92 (a) (ii) of KTC Vol I, all monetary transactions should 
be entered in a cash book as soon as they occur. However, the test checked 
ULBs maintained more than one cash book during 2002-03 to 2006-07 except 
in MMY during 2006-07 and none of them entered either the receipt or the 
remittance to bank on the day of transaction. None of the ULBs closed the 
cash book daily during the period 2002-03 to 2006-07, except MCK during 
2005-06 and 2006-07. Improper maintenance of cash book indicated lack of 
control over the cash and bank/treasury balances of the local body. 

3.3.7.2 Lack of control over custody and disbursement of cash 

According to Kerala Municipal Corporation Accounts Rules, 1967, all 
disbursements were to be watched through a petty cash book. It was reported 

·Municipal Corporation ofKochi (MCK) 
•• Kalamassery Municipality (KMY) and Muvattupuzha Municipality (MMY) 
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that Rs.5.41 lakh was lost on: 6 December 2004 from the officer authorised to 
disburse pension to regular staff in MCK. However, the exact amount ofloss 
could not be ascertained as the petty cash book was not written after 29 
November 2004. Joint verification of cash balance in the custody of the officer 
in MCK who was responsible for disbursing pension to contingent staff, 
conducted on 20 July 2007 revealed a shortage of Rs.220. Even after this, 
MCK did not take any measure to prevent recurrence of such incidents like 
loss, shortage etc. by ·ensuring upto' date closing of petty cash book and 
reconciliation of cash balance in the cash chest with the petty cash book 
balance. 

3.3.7.3 Subsidiary register for recording transactions pertaining to each 
treasury/bank account not maintained 

As the cash book had no separate columns for ·recording transactions 
pertaining to each treasury and bank accounts, balances relating to. individual 
treasury/bank accounts were not ascertainable from the cash book. Though 
subsidiary registers for recording transactions pertaining to each treasury/bank 
accounts were to be maintained, the registers were maintained by none of the 
ULBs. Consequently, the details ofbalances in each of the treasury/bank 
accounts as per cash book were ·not available with the ULBs. Hence, 
reconciling the cash book balance and. pass book balances at regular intervals 
was not possible and the occurrence of mistake/fraud remaining unnoticed 
could not be ruled out. 

3.3.7.4 Issue of Receipt books in bulk to the cashier 

Blank receipt bookS should be issued to the cashier who writes and issues the 
receipts only after completely exhausting the pages of the book already issued. 
However, scrutiny of stock register of receipt bookS maintained by MMY 
revealed that the receipt books were issl:1ed to the cashier in bulk. The risk of 
cashier using two receipt books at ?l time and misappropriating money 
received through one of the receipt 1books could not be eliminated. This 
control failure could lead to malpnlctices going undetected. 

3.3. 7.5 · _ Risk in non-adjustment of advances 
I 

ULBs ·should adjust advances· paid witl,rin one month in ordinary cases and 
three months in special cases. It was mru:1datory. to close the Advance Register 
at regular intervals _for regularising , advances outstanding for periods 
exceeding the prescribed limit. As the Advance Register was not closed 
periodically, advruices amounting toRsd0.37 crore paid during the period 
from 1975-76 to 2006-07 by the U1:..Bs remained unadjusted. Of this 
unadjusted acJvance, Rs.l6.39 lakh .(Irawn by three officials became 
irrecoverable as they retired from· service. Due to control failure, the liability 
of the officers was not verified and asst~ssed at the time· of their retirement 
which resulted in non-adjustment of the advances paid to them. 

. . 

The Act, clearly. specified intemal contrc1l measures for the preparation of · 
budget in ULBs. Test check of the internal control system in the selected 
ULBs revealed the following lapses. 
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. Three test checked 
VLBs incurrec;l 
expenditure of 
Rs.80.24 crore in 
exces~ of budget· 
provision as a result 
of budgetary control 
lapse. 

2002-03 

2003-04 

2005-06 

2006-07 

Assessees escaped · 
assessment .of taxes 
due to Jmon-: 
observance of 
prescribed intemal 
controls resulting · 
in short realisation 

· ofrevemxe., 

60 

53 

38 

41 

Nil 

ll92 

Audit Report (LSG!s) for the year ended 31 March 2007 

3.3.8.1· Delay tn presenting budget before the (:t!Ultcil 

The Finance Standing Committee was to prepare and lay the budget estimate 
for the ensuing year before the Council latest by the first week of March and 
the Council was to pass the budget on or before 31 March. However, Standing 
Committees in none of the ULBs test checked laid the budget before the 
Council in the first week of March. As a result of delayed presentation of 
. budget, adequate time for consideration of the budget was not available to the 
Council. This led to approving of the budget without proper analysis and 
evaluation of the reasonableness of the budget proposals made by the Finance 
Standing Committee as it was mandatory to pass the budget on or before 31 
March. 

3.3.8.2 · Expenditure in excess of budget provisiolt 

Except in the cas·e of a: pressing emergency, _no stnn shall be expended by or 
on behalf of a Mmiieipality unless such sum is inc hided ·in the budget 
estimates in force at the time of incurring the expenditure. The ULBs, test 
checked did not maintain the 'Register of Bills Passed for Payment' during. 
2002-03 to 2006-07 as prescribed in the Rules. In the absence of this register, 
expenditure control could not be achieved as a result of which the selected 
ULBs incurred expenditure of Rs.80.24 crore in excess of budget provision 
during 2002-03 to 2006-07 as shown below. 

15.40 33 1.19 21 2.32 114 18.91 

17.05 . 40 0.99 22 1.42 115 19.46 

. 9.80 60 0.62 19 2.54 117 12.96 

24.13 Nil Nil NA -NA 41 24.13 

Nil 28 1.21 39 3.57 67. 4.78 

66.38 .161 4.01 101 9.85 454 80.24 

Effective and efficient internal controls were prescribed in the Act anti Rules 
to mitigate the riskscinvolved in assessment, levy, collection and accou~ting of 
different categories of taxes. Similarly, for proper and prompt collection of 
non-taX. revenue, a d.~fmite system was prescribed in the Act and Rules. 
However, the ULBs did not adhere to the procedures prescribed for internal 
controls in this regard. The lapses ill observing these controls resulted in 
assessees escaping assessment and levy of various categories of taxes and 
short collectimi of revenue as detailed in the table below: · 
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Unemployment 
wages and social 
security pensions 
were paid to 
ineligible persons 
as a result of 
flouting the 
relevant internal 
controls. 

Audit Report (LSGJs) (or the year ended 31 March 2007 

Regtstratton of private "No private hospital When building Penodtcal survey of Non-
hospitals and para and para medical permits arc granted institutions registration of 
med1cal mstttutions. instttution shall be for construction of functioning in the 75 private 

established m the hospitals and para- ULBs should be hospitals. 
temtorial area of medical institutions conducted and list of 
municipality without and occupancy institutions prepared 
prior registration in certificate issued, it to ensure that no 
that mumctpahty". should be seen that private 
(Sec 311 KM Act) they are registered in hospttalltutorial 

the ULBs. State institution is 
Government framed functioning without 
Kera1a Municipality registration. As the 
(Registration of list of private 
Private Hospitals hospitals and para 
and Private Para- medical institutions 
Medical Institutions) was not maintained, 
Rules, 1997 75 private hospitals 
governing and para medical 
registrations. institutions which 

were assessed to 
profession tax for 
2006-07 were not 
registered with 
ULBs. 

Registratton of "No tutorial When building ULBs did not 27 institutions 
tutorial institutions. mslltution shall be permits are granted maintain complete functioning in 

established within a for educational list of tutorials the area of 
murucipal area institutions and functioning in the ULBs without 
without prior occupancy area ofULB. registration-
registration obtained certificates arc Loss of 
from that issued, it should be revenue. 
mwticipality" (Sec. seen that all tutorial 
507 of KM Act) institutions are 

registered with the 
ULBs. State 
Government framed 
Kerala Municipality 
(Registrations of 
Tutorial Institutions) 
Rules, 1999 
governing 
r~istration. 

· Expenditure control · 

On a review of the expenditure incurred on unemployment wages and social 
security pensions, the following lapses were noticed in the implementation of 
internal control system. 

3.3.10.1 No11-adherence to prescribed internal controls by competent 
authorities 

Accc.rding to orders issued (May 1998) by Government, unemployment wages 
are c:tdmissible to SSLC passed unemployed persons within the age group of 
21 t1J 35 and whose family income is not more than Rs.12,000 per annum. 
Ho\\ ever it was detected in audit that un-employment wages amounting to 
Rs.]0760 were paid to 24 persons before attaining 21 years and to 20 persons 
after the age of 35 years in KMY and MMY. Though the date of birth and 
other details of the beneficiaries were available with the ULBs, the failure of 
the Secretary to ensure implementation of control measures led to enrolment 
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Total 
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of underaged persons under the scheme and non-elimination of over aged 
persons resulting in payment of unemployment wages to ineligible persons. 

The ULBs sanctioned social security pension such as widow pension, pension 
for disabled and mentally retarded persons and old age pension from 1997-98 
onwards and Agricultural Workers Pension from 1998-99 onwards without 
fulfilling the control requirements. In MCK it was noticed that the Secretary 
did not certify the eligibility after proper scrutiny of the applications in 62 out 
of 100 applications for widow pension test checked whereas in KMY and 
MMY the Secretary did not scrutinise any application. As a result of this 
control failure, the risk of payment of widow pension to ineligible persons 
could not be overruled. 

3.3.10.2 Pension sanctioning records not maintained 

Various social security pensions are sanctioned, drawn and disbursed by the 
ULBs. In the ULBs test checked, such pensions were sanctioned to 6327 
persons as detailed below: 

MCK 1\>IMY K.\1Y T otal 

1\io of lllo of :'\oof :\o of 

No of 
applications 

No of 
applications 

No of 
applications 

No of 
application\ 

No of 
Cast-s 

where 
Pensioners 

and other 
Pen~ioners 

and other 
Pensioners 

and other 
Pensioner\ and other 

documents documents documents documents document s 
a vailable a' ailable nvnilablc available . 

2109 1285 522 458 225 198 2856 1941 

965 869 110 69 11 0 92 1185 1030 

1283 701 152 99 200 157 1635 957 

651 500 
130 80 142 82 379 338 

4487 2935 926 708 914 785 6327 4428 

The documents such as application for pension, verification report, 
recommendation and decision in respect of 1899 out of 6327 cases were not 
available in the ULBs making further verification impossible. The risk of 
pensions being disbursed to ineligible persons could not therefore be 
safeguarded against. 

The ULBs had to conduct annual verification to ensure that the pensioners 
continue to be eligible for pension. The ULBs test checked did not conduct 
such verification during 2002-03 to 2006-07. Thus, there was no assurance 
that the pension payments were restricted to eligible persons only. 

3.3.11 Internal control in execution of works . 

Public works is a major area of operation of all ULBs. Hence implementation 
of internal controls prescribed was to be ensured without any exception. 

3.3.11.1 Execution of works without essential records 

ULBs did not record the chainage of road5/drains which was required for 
identification of the location of work site. On a test check of 50 works 
executed by each ULB, it was seen that more than 50 per cent of the works 
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were done even without preparing the estimate report/plans as ~nvisaged in 
KPWD: code. In the absence of the above details, the chances of mmecessary 
execution of works as well as overlapping and duplication of works could not 
be ruled out. -

3.3.12.1 Delay in preparation of Annual FinanCial Statement 

The ULBs shall prepare and publish the Annual Financial Statem:~nt (AFS) for 
each year and the accounts so published shall be forwarded to the Director of 
Local Fund Audit before 31 July of succeedmg year. However, KMY and 
MMY did' not prepare the AFS for the years 2005-06 and 2006-07 as of 
August 2007. Thus. iritemal controls prescribed for· ensuring accountability of 
the ULBs could not be effected leaditig to risks ofmisappropriation, incmring __ · 
expenditure in excess of budget provision, prepa..ring budgets of subsequent : 
years without considering the actual receipts and expenditure :of previous 
years, etc. 

3.3.12.2 Non-verification of original receipts issued 

Revenue Inspector (RI) having jurisdiction of a division was tO "verify two per . 
cent of original receipts granted tO tax payers by the Bill Collectors with the 
respective counterfoils. A statement of verification should have been furnished - · 
by each RI to the Revenue Officer (RO) who should also check one per cent 
of original receipt not checked by Rls and furnish a: certificate to that effect to . 
the Secretary every month. However, no such verification was done in any of 
the ULBs test checked. In the absence of implementation of this internal 
control, possibilities of misappropriation could not be ruled out. _ .... 

The ULBs did not maintain proper records for accounting of their assets such 
as land and buildings, furniture and equipment, etc. Annual physical 
verification of assets was also not done to protect them and to ascertain any 
loss or shortage. The control lapses detected ill these areas were non'- . 
availability of details about landed property, non-verification of title deed_s, . 
etc. as detailed below. 

3.3.13;1 Details of landed property not available 

MCK maintained an asset register to record the details of land owned by it 
However, the details incorporated in the register were collected through fi~ld -
visits conducted during 2005-06 and not based on relevant records. In the 
absence of reliable data on all the properties, there was no assurance that all 

· the landed property owned by MCK was incorporated in the register _and could 
be protected fi:om unauthorised occupation and alienation .. 

3.3.13.2 Register for watching custody oftitl~ deeds not malntained _ 

The ULBs test checked kept in their safe custody the title deeds of their 
imniovable properties as well as~}Jroperties pledged to them byothers. KMY _·. 
did not maintain a register for watching the custody of title deeds, whereas 
other two ULBs maintained the register which did not contain essential details . 
such as survey number, area, etc, for linking the deeds with respective 
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· properties. As a result the ULBs could not exercise physical control over 
assets. 

- - - -

3.3:13.3 Physical verification ofiminovable asset::; 

None of the ULBs conducted .Annual· physical velification oftitle deeds of 
immovable properties owned 1Jy thein,. and pledged to them. The Register 
maintained in MMY showed ciistody of l58 deedsagainst which only 132 
deeds were available. In the absence of 26 out of 158 deeds, the lisk of 
alienationkncroachment of properties could not be eliminated.· 

3.3.13.4 . Physical verification of moveable assets · 

Though the test checked UL~s m~intained .-the . stock register of movable 
assets, they did not conduct annual physical velification during the period· 

. 2002-03 to 2006-07. As a ·result. of tliis control failure, the risk of loss of 
. m_ovable assets could not be mitigated .. 

. . 

The Manual of Office Procedl1fe (MOP) prescribed various intern1;1l control 
measures for _ensuring prompt a~tioi:J. . on letters/applications/complaints 
received by ULBs. Ori a test check, it was noticed. that the procedure laid . 
down in.MOP was not followed by the ULB's. All. letters received .in ULBs . 
were to· be numbered and entered in the ·Distribution Register and . then 

. distributed to the Clerks of the concemed sections. Clerks were to record the 
details of each letter in a Personal Register~ ·The details ·of action ·taken was . 
also to be noted in the Persomil Regis!er. Though the Distribution Register . 
was maintained by every. ULB, Personal Registers.were not maintained in 
KMY. In MCK., i3 out of 1 i.3 clerks arid in MMY two out ofl) clerks alone . 
maintained Personal Registers. The Superintendent ofGenenii Sectioo was to 
ptepare a consolidated arrear report for the whole office for eyery month based 

. on the arrear list furnished by each clerk andstibmitto the head ofoffice on 
lOth ofevery month. However, the arrear report was not prepared in any ULB 
during the period from 2002-03 to 2006-07. In the absence of these control 
measures; the risk of not taking timely action· on letters/applications/ 
complaints could not be eliminated. 

3.3.14.1 Separate record room not set up 

. According to MOP, old records should be kept ill separate record room under 
the supervision of a record keeper for presenring them· upto the . stipulated 
period. However, no record room was set up in any of the ULBs test checked 
and no record keeper was posted in tile ULBs except·in MCK. This internal 
control lapse led to dumping , of old . records m the sections concerned 
involving the risk of destruction Qf records. 

. . . 

3.3.15.1 Non-maintenance ofproject register 

The lJLBs were to ma.lntain a project register to record the details of each 
project undertaken by thein. However none of the ULBs test checked except 
KMY ·and' MMY during 2003-04 maintained this register during 2002-03 to 
2006-.07. In the absence ofthis register, details s~ch as the amcmnt allotted for. 
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each project, expenditure incurred, whether projectwas completed, etc. could 
not be ascertained and the risk of expenditure exceeding allotment and non-

.· completion of project could not be detected. 

3.3.15.2 Non conducting of fuel efficiency test for vehicles 

Fuel efficiency test of vehicles was to be conducted annually in order to 
achieve economy in fuel consumption. However, MCK tested only 16 out of 
62 vehicles owned by them whereas none of the five vehicles owned by MMY 
was tested after 2004. As a result, the risk of consumption of more fuel than 
requirement could not be eliminated: 

The int~rnal controls prescribed in the Act and Rules should be adequate and 
sufficient to mitigate all kinds of risks involved in the day to day functioning 
of ULBs. The internal controls prescribed in the Acts and Rules were not 
adequate to mitigate the risks involved in the following areas. 

3.3.16.1 Drain maps not prepared 

In the absence of a system prescribed for the preparation of drain niaps 
indicating all details of drains constructed and owned by ULBs, the 
sanctioning authorities could not ensure thatno overlapping and duplication of 
works took place. During 2003-04, MCK executed two works viz., 

(i) Repairing lane and drain and providing slab at V athuruthy 

(ii) Construction of drain, covering slab and concreting lane at 
Vathuruthy. · · 

Both the works were awarded (March 2003) to the same contractor who , · 
completed the.work and claimed (September 2003) a total amount ofRs.8.44 

· lakh for both the works. The site plan of the works revealed that both the drain 
works executed related to the same drain existing at Vathuruthy. The 
measurement shown in the estimate as well as measurement .book did not 
agree with actual measurement. In the absence of drain maps, the Corporation 
failed to rule out the possibility of overlapping and duplication in this case. 

3.3.16.2 Inadequacy of internal controls led to payment of Rs.1.19 crore 
without any verification 

Though ULBs arranged supply of drinking water in lorries through contractors 
in areas where water scarcity was experienced, there was no well defined 
internal control system to regulate payment in accordance with the quantity 
supplied. In the absence of such a system, the payment of Rs.l.l9 crore to the 
contractors by MC:k and KMY during 2002-03 to 2006-07 for supply of 
drinking water was made without properly verifying the quantity supplied by 
them as detailed below: 

2002-03 Nil 4.17 
2003-04 5.46 1.30 6.76 

. 2004-05 18.16 .4.52 22.68 
2005-06 32.01 Nil 32.01 
2006-07 52.95 0.29 53.24 
Total 108.58 10.28 Jl18.86 
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Though a register was maintained by the ULBs, no details regarding quantity 
of water supplied at each place were recorded. KMY <;lid not even engage any 
officer to supervise the water supply. This control lapse occun·ed as a result of 
non-specification of an internal control system. 

3.3.16.3 Pledging of fake security deposit receipts · 

Contractors were required to· furnish security deposits to the LSGis at 
prescribed rates at the time of execution of the agreement. They were 
permitted to pledge fixed deposit receipts and other deposit receipts as security 

. deposit in lieu of cash deposits. However, there was no internal control system 
to ensure the genuineness of fixed deposit receipts produced by the contractors 
as security deposit. As a result, the fixed deposit receipts were accepted and 
kept in the custody of ULBs. On· a verification of fixed deposit receipts made 
by Audit in MCK with reference to the records of institutions from where the 
contractors obtained the· receipts, it was detected that three out of five deposit 
receipts having a total vaiue of Rupees one lakh pledged by three contractors 
were fake. While permitting the contractors to pledge deposit receipts, no 
control measures were prescribed to ensure the genuineness of the rec.eipts 
which· led to the fraud. The matter was reported (July 2007) to MCK for 
detailed investigation on which no action was taken. · 

. The function of Internal Audit Wing includes exammmg, evaluating mid 
monitoring the adequacy of accounting and internal control system. It also 
helps in assessing the organisational system and procedures in order to prevent 
fraud, errors etc. No provision was made in the Act for conducting internal 
audit. None of the ULBs test checked had such a system for detecting the 
lapses in internal controls, deficiency/absence of internal controls and 
reporting it. to the ULBs and Government. The control failures enumerated in 
·the preceding paragraphs were facilitated also as a result of absence of internal 
audit. 

3.3.17.1 Performance Audit 

Kerala Municipality (Manner of inspection and Audit System) Rules, 1997 
envisaged a regular concurrent or running audit called Performance Audit by 
the State Performance Audit Officer at least once in a quarter in each ULB for 
detecting problems as arid when they occur and solving them,. It was seen in 
audit that performance audit was not . conducted in every quarter as detailed 
below. · 

2003-04 4 1 1 

2004-05 4 2 1 2 

2005-06 4 2 2 

2006-07 4 

The fact that performance audit was not conducted at prescribed intervals 
enhanced the risk of non-detection of problems. 
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. Govemmentdevolved·upon theULBs the functions, functionaries, institutions 
: and schemes relating to matters enlisted in theA~t.with effect fro.m 2 October 

1995. Though the workload of the staff increased ·consequent on tllis change, ·
·no study was conducted to assess the same and the staff strength was. not • 

. refixed.· ThoughGoveriunent issued orders for deployment of staff from State 
·Departments. to LSGis there was short deployment leading to inadequate • ·. 
discharge offunctions by LSGis as mentioned in paragraph 3.3JO and 3.3.ll .·. 
of the Report ofCAG for the .year ended .31 March 2006 (LSGis).· The. 
shortage of staffin LSGis weakened the iriternal controls as·meptioned ill this·· · 

. . 

. Chapter of this report. 

3.3.19.1 · ·Non-maintenance of Audit Objection Register 

According to Article 63 of Kerala-Financial Code y oi-I~ in order to watch: the 
progress in settlement o(audit objections cominunicated by the Accountant 
General; an audit objection register shalL be niaintained .. in each office as a 
relevantintemal control mechanism. Howeverthethree ULBs.seiecteddicinot 
maintain this:register during 2002-03 to 2006-07 leading to non-settlementof . 
objections._ The number of outstanding ··audit objections in respect ·of these· 
ULBs was 267 as indicated in the table below. 

This indicated. the progress of settlement of outstanding objedionsw~s very poor. 

3.3.19.2 Response toAudit 
. . .. - ._ . -· 

ULBs have to take remedial action on any defect or irregulouity pointed out in 
.·audit. Audit Reports issued. by the Director- of tocal Fund Audit (DLFA), 

State Performance.Audit Officer (SPAO) and the Accountant General were to. 
be placed before the Council for discussing observations contaitied in the 
reports. The ULB failed to place.the.reports befor.e the Councils as detailed in 

. ,the table below. · · . . . 

KMY 5 .. 1 

MMY 0 0 4 
.. 
.. ·I 3 

. Non-placement of aud!treports before the Council preve~ted_ the CounCil from 
taking decision on the irreg:\llarities reported byDLF A; SPOA and AG ... 
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· The revie•y ofinternal_Controi System revealed thatJhe control system was 
very weak and inadequate when compared· to the size and nature of activities 

-of ULBs. Rules, Regulations and Orders of Government regarding budgetary 
- control~ expenditure control, fmancial ~ontrol ai1d physical control were not 

complied with. The system could notprovide reasonable assurance against the 
loss of resources and niisappropriatiori of Govennn:eht money. It could not 
ensure the economy and efficiency of operation including achiev:ement of 
perfomiance. goals and safeguarding_ o:( resources against foss. Th~re was no 
system for internal audit. PerformanceA.udit was not,conducted periodically; 
The response to Audit was ~lso not sati~factory. 

~ Government and -ULBs should take effective action for prescribing 
adequate internal control systelll wherever it Was inadequate/a~sent. 

~- Government and ULBs shollld~·ensure that the prescribed internal· 
controls are implemented by the ULBs. -

0 • - •• • 

·~ . Internal audit ~ing should be formed in each ULB to evaluate the 
efficiency of ~nteinal controls as the . performance audit is · not a 

·substitute to internal audit.· 

~ Adequate manpower should bt:: provided to exercise the prescribed 
internal controls.c -· · 

)> Govenunent and ULBs should initiate action against those officers 
who violate internal controls. 
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I 3.4 Death-Cum-Retirement benefit scheme in Urban Local Bodies 

3.4.1 Introduction 

Government of Kerala introduced (November1967) a pension scheme for the 
employees under the regular establishment of urban local bodies (ULBs) governed by 
Kerala Mwlicipal Employees Death-Cum-Retirement Benefit Rules, 1967. The rules 
which envisaged creation of a Central Pension Fund (CPF) for making payment to 
the employees were replaced by Kerala Municipality (Employees Death-Cum
Retirement Benefit) Rules, 1996 (Rules). However, the admissibility of death-cum
retirement benefits (DCRB) was continued to be governed by the provisions of 
Kerala Service Rules, 1959 (KSR). Each ULB was to contribute from its own fimd 
15 per cent of total monthly emoluments of each of its employees every month to the 
CPF which was administered by the Director of Urban Affairs (DUA). The amount 
contributed to the CPF by the ULBs was to take care of the payment ofDCRB to the 
employees, thus absolving the ULB of any liability to pay DCRB at a later stage. The 
major advantage of this system was that the liability for the payment of DCRB of an 
employee could be apportioned among the ULBs in proportion to the length of his 
service in each ULB. 

Out of 58 ULBs in the state, 10• were selected for detailed scrutiny. Records of 
these ULBs and the DUA were test checked during September and October 2007 
and the following audit findings emerged. 

Audit Findings 

3.4.2 Fund Position 

Total contribution received directly from the ULBs and through adjustment from 
grants due to ULBs was Rs. 23.87 crore during 2002-03 to 2006-07 against which 
Rs.26.03 crore was spent for payment of death-cum-retirement benefits. 

(Rupees in crore) 
Year Opening Direct Conbibutions Total Payments Closln& 

Balance Contributioas through Baluce 
adjustments• 

2002-03 3.21 3.13 1.65 7.99 4.21 3.78 
2003-04 3.78 3.55 0.71 8.04 6.02 2.02 
2004-05 2.02 3.68 0.71 6.41 4.73 1.68 
2005-06 1.68 4.19 0.73 6.60 4.98 1.62 

2006-07 1.62 5.52 0 7.14 6.09 1.05 
Total 20.07 3.80 26.03 

Source : Control Register of DUA. 

Receipts and payments under CPF were not properly accounted in the cash 
book and other records and the cash book was not closed by DUA. In the 
absence of proper accounts, the details of receipts and payments were 
compiled from Control Register and the bank accounts by DUA which were 
not reliable. Further, non-reconciliation of accounts of the DUA with the 
accounts of the ULBs made the accounts even more unreliable. 

• Thiruvananthapuram, Kollam and Kozhikode Corporations and Municipalitjes of 
Nedumangad, Chengannur, Kottayam, Thripunithura, Aluva, Vadakara and Thalassery. 

• Amount recovered by DUA from the grant payable to ULBs and adjusted towards 
contribution due. 
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The contributions to the CPF should be sent to the DUA before 25th of every 
. month failing which the ULBs were liable to pay interest for the defaulted 

period at the rates in force for Savings BaTik: Deposits. As per the accounts 
maintained by the DUA, 14 ULBs (refer table in paragraph 3.4.4) out of 58 in 
the state did not remit the contributions on due dates. The arrears of 
contributions payablt;: by these ULBs could not be ascertained in ~udit as the 
DUA had no details of the contribution payable by them. The contribution 
payable by ULBs which defaulted payment was not ascertainable by DUA as 
the salary details were not forwarded to .him.· DUAdid not monitor whether 
the payment of contribution made by each ULB was at the prescribed rate and 
at the_ stipulated time. Though a certifiqate of salary drawn by the employees 
was to be attached while remitting the contribution; it was not properly 
verified by the DUA to ensure the correctness of the amount. 

The following ULBs in the state did not remit the contribution during periods 
noted against each. - · --

The interest payable on the amount of arrears also_ could not be worked out as 
the amount of contributions payable was not ascertainable. However, it was 
confirmed that the DUA had not received any amount towards interest so' far. 
·Though the Corporation of Kochi remitted contribution during the years 
except 2004-05, the amount remitted was negligible (Rs.56, 727) .. Inability to 
ensure prompt and timely pa:Yment of eontiibutions and interest on defaulted -
payments indicated that DUA could nofallot entitled amounts as ni~ntioned in 

· paragraph 3 .4.5, to even those ULBs that had iemittedthe contributions due. 

The seeretary of the ULB should prepare the pension papers one year before 
the retirement of every employee and forward it to the DUA through the 
Director of Local Fund Audit who should verify the eligibility of pension 
under KSR. The DUA on sanctioning pension al~ots to the ULB the amount 
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ULBs had to incur an expenditure of Rs.34.33 crore from their own funds as 
they received only an amount of Rs.l0.18 crore (22.87 per cent) from the 
CPF. The lack of financial viability of the scheme may prompt the ULBs to 
withdraw from the scheme leading to its discontinuance. In fact, 
Thiruvananthapuram Corporation stated (October 2007) that they did not remit 
the contribution since 2002-03 as no allotment was received from CPF for 
several years. 

3.4.7 Payment of arrears of pension not met f.-om CPF 

According to the Rules, the total amount required for payment of gratuity, 
commutation, pension and arrears was to be met from CPF. Although the 
selected ULBs had to incur an expenditure of Rs.3.51 crore from their own 
funds towards payment of arrears of DCRB, DUA did not allot any amount 
from CPF for the purpose. As contribution equal to 15 per cent of arrear pay 
was payable to CPF, arrear pension on account of revision of Pay/Dearness 
Allowance was also to be met from CPF. 

3.4.8 Administrative Expenses not met from CPF 

According to the Rules, the administrative expenses of the scheme such as 
establishment expenditure, travelling allowance, stationery, furniture, 
contingent expenditure, etc of the pension section of the Directorate of Urban 
Affairs were to be initially met from the budget allotment of the department. 
After the close of the year, the amount so spent should be remitted back to the 
Government Account from the CPF. During the period from 2002-03 to 2006-
07, though an amount of Rs. 74.64 lakh was spent from Government accounts 
towards administrative expenses of the scheme, DUA did not remit back the 
amount to the Government by debit to CPF. 

3.4.9 Diversion of Specific Purpose · Grant towards Pension 
· Contribution · 

Government during March 2005 allotted Rs. 84 lakh to the ULBs for the 
specific purposes of Maternity and Child Welfare, Mosquito Control 
Operation and nursery school maintenance. However, DUA adjusted 
Rs. 73.20 lakh from this amount towards pension contribution arrears of 
ULBs. The action of DUA in adjusting pension contribution from specific 
purpose grant was unauthorised. 

3.4.10 Evaluation 

No evaluation of the scheme was so far done either by the Government or by 
the DUA. The amount in the CPF other than that necessary for meeting daily 
expenses was to be deposited in fixed deposits for getting more interest and 
the interest so earned was to be credited to the CPF. As at the end of2006-07, 
the amount kept in fixed deposits was Rs.3.66 crore and the balance in CPF 
was Rs. 1.05 crore. Had allotments as provided in the Rules been made to 
ULBs, there would not have been any balance in the CPF and the object of 
the scheme for meeting the whole expenses fQr payment of pension from the 
interest would not have materialized. Likewise, another objective of the 
scheme to allocate the pension liability prorata among the ULBs where the 
employees worked during their service could not be achieved, wherever 
payment of pension was made from own funds . None of the ULBs test 
checked could meet the full expenditure on pension from the amount allotted 
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from C:PF and they had to spend from own funds. As a result of non
evaluation of the scheme, the Government could not take care of these aspects 
which were adverse to the scheme. Unless the scheme is revamped, it is not 
possible to continue the scheme. ·· 

The internal control mechanism for ensuring prompt payment of pension 
contribution was very weak as the DUA had no accurate data about the pay 
and allowances of the ULB employees. As such DUA could not determine the 
amount payable by each ULB towards pension contribution and could not take 
any action against erring ULBs. Even though the Director of Local Fund 
Audit was to prescribe the form of accounts and registers of CPF, the form of 
registers and accounts used by DUA were not consistent with the purpose of 
the intended internal control. Another weakness in internal control was in 
monitoring the maturity peliod of fixed deposits made in treasuries. Failure of 
internal control and monitoring system in this case led to loss of interest of Rs. 
37.61 lakh on fixed· deposit due to non-renewal of fixed deposits for the last 
four years. Further as DUA did not conduct treasury/Bank reconciliation 
during 2006-07, the correctness of the balances as per the accounts of DUA 
could not be ensured which was also an internal control lapse. 

A review on implementation of the death-cum-retirement benefit scheme for 
the employees of ULBs introduced by the Government of Kerala revealed that 
accounts of the Central Pension Fund were not properly maintained by the 
DUA. 14 out of 58 ULBs did not remit the pension contributions on the due 
dates. However, the DUA did not have records to ascertain the mrears or the 
interest on such arrears payable by the ULBs. 34 ULBs made pension 
payments from their own funds in addition to periodic contributic rrs to the 
fund due to non receipt of the due amount from Pension Fund. The amount of 
pension contribution was not sufficient to meet the pension-payment liability 
of the ULBs~ As a result, there is a likelihood of the ULBs withdrawing from 
the schemes leading to discontinuance of the scheme. Evaluation of the 
scheme was not done by the Government and the internal control system was 
very weak. 

e Proper accounts should be maintained· both by DUA and the 
ULBs. 

e Govemment should consider adoption of a viable rate of pemion 
contribution for successful continuation of the scheme. 

e Arrears of pension contribution should be recovered immediately 
with interest. 

G The scheme may be rievampied so that the ULBs need not spend 
any money from own funds for payment of pension. 
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The Government of India announced a scheme for setting · up of Rural 
Infrastructure Development Fund (RIDF) in the budget of 1995-96. This fund 
was operated by the National Bank for Agriculture and Rural Development 
(NABA.Rb). The Corpus of the RIDF was made up of contribution by way of 
deposit from scheduled commercial banks operating in India to the extent of 
shortfall i.."l their agricultUre lending subject to a maximum of L5 per cent of 
the net bank credit. The _loan from RIDF was provided to State Governments 
for development of rural infrastructure such as roads, markets, etc. The 
Finance J:?epartment of the State Government was designated as the nodal 
department for the implementation of the projects under RIDF. The S~ate 

Government should also make adequate provision in_ the budget for timely 
repayment of principal and interest. The projects sanctioned under RIDF were 
to be implemented by the State Government through PRis and line 
departments. Ten per cent of the project cost w:as to be borne by the PRis till 
2001-02 and 20 per cent thereafter. 

Block. Panchayats (BPs) accordingly undertook construction of rural roads 
alone and gave priority to roads leading to markets to facilitate transportation 
and marketing of farm pi~oducts. As . the works were to be integrated with 
annual plan of BP, they were identified by the grama sabha.S. Out of 152 BP$ 
in the state, 15* in five selected districtso~~o were selected for audit and the 
following audit fmdings errierged. 

Audit Findings 

3.5.2J. AUotment of funds by NABARD 

Release of funds by NABARD was on reimbursement basis. Work bills were 
to be paid by BPs initiall)r and the work bills were to be forw'arded to 
NABARD through Commissioner ofRural Development (CRD) and Finance 
department. NABARD in tum was to release funds to the Finance Department 
wherefrom it was to be transferred to the BPs through CRD. 

During the period from 2002-03 to 2006-07 the State Government received 
total amount of Rs.694.47 crore from NABARD towards loan for RIDF. As 
against this the Government paid back 'Rs.472.65 crore during this period as 
detailed below: 

• Anchal,Chadayamangalam,Chengannur,Kaduthuruthy,Kilimanoor,Konni,Kottarakkara, 
Kulanada; Parakkode,Pathanapuram,Pandalam, Ranni, ,Uzhavoor,Vamanapuram· and 
Vettikkavala. ' 
"' Alappuzha,Kollam,Kottayam,Pathanamthitta and Thimvananthai:mram. 
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117.54 

100.84 553.56 

125:71 

236.01 561;21 22.19 • 539.02 

694.47 
- --. . ~ 

- - - - - ·_ - " - ·; 

As at the end of 2006-07, the loan otitst~ding toberepa:id was Rs.539.02 , _ 
crore as against Rs.317.20 crore at. the beginn_ing of 2002-03. The -~aunt -___ , 

. received was to be provided to PRis and line departnients for implementation 
_ of the scheme. 

- 3.5.2.2 Physical achievement 

BPs in the state undertook, construction of 617 rural roads ~nder the scheme -
during 1997-98 to 2005-06 out of which 369 roads_ alone (59.81 per cent) were 
completed as detailed below: -

IV-1998-99 37 _ Nil-_ 4 33 

V-1999~00 61 6 .47 

VI-200Q-01 72 10 57 

VII-2001-92 36 - 2 _11 23 

VIII-2002-03 92 - ' 33 55-

IX-2003-04 57 4 30 23 

X-2004-05 . · 49 30 7 

XI-2005-06 73 22 51 Nil 

Total 6il7 - 68 •' 180 3~9 

Of the remaining 248 road works,; 68 were eithei" cancelled or hot started 
-whereas 180 remained incomplete, -

3.5.2.3- Short transfer of fmrids by State Government_ -

_ According to the -guidelines issued by NABARD the loan amount was to be 
utilised solely and exclusively for the purpose for which it was sanctio*d and. 
the Finance Department of the State Goverriment was to ensure that funds 

- drawn from 'NABARD were passed on to 'the Implementirig Departmept. -
NABARD- 'sanctioned - Rs.227.46- crore to the· BPs in the state for 
implementa~tion of 617 projects sanctioned by NABARD upto 2005-06. Out of 
this, NABA.~ released Rs.138.66crore to the State Govemnient to be passed-·-
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Audit Report (LSG!s) for theyear ~naed 31 March 2007 
·· e w " s 5 ,j 

1 30.45 32.65 27.40 . 26.88 0.52 

3 56.60 42.77 38.49 34.46 . 4.03 

v 1 50.00 . 49.49 .44.54 42.97 42.98 1.57 

Ill 51.78 46.84 42.16 22.73 22.73 19.43 0 

IV 1 38.48 29.84 . 26.86 27.07 9.85 (-) 0.21 17.22 

.IV 1 46.34 45.77 41.19 38.69 38.69 2.50 0 

m 1 46.80 55.31 42.12 8.36 8.36 33.76 0 

m 1 21.00 17.90 16.11 11.74 11.97 4.37 (-)0.23. 

III 1 18.50 18.50 16.65 13.45 13.27 3.20. 0.18 

:1.3 403.84 383.:1.7 . 335.02 25:1..34 23:1..48 83.68 :1.9.86 

3.5.2.6 Diversil(]ln l[]lf Pll.an :lfumds fi(]IJr Jimplementatil(]ln l[]lf ruDF works 

For the implementation of RIDF works, the BP share cilone was to be met 
from plan! development fund. However, BPs test checked paid Rs.20.86 crore 
in re8pect of 110 works undertaken by them during 1997-98 to .2006-07 
against which an advance of Rs.l.77 crore only was released by the CRD. 
Thus BPs had to divert a sum of Rs.19.09 crore from the plan funds for 
paymenfofvalue of works to the contractors.ofwhich Rs.l2.85 crore was got 
reimbursed. This diversion of plan funds adversely affected ·the 
implementation of plan projects included in their annual plans .. 

3.5.3.1 ·wl(]lrks ][]ll(]lt cl(]lmp!eted .· 
. . 

Out of 110 works undertaken by the selected BPs durlng 1997-98 to 2005-:06 
·only 68 (62.39 per cent) could be completed. The expenditure incurred on 41 
incomplete works was Rs.3.84 crore as shown in Appendix XI. This amount 

· could not be claimed from NABARD as the works could not be completed as 
mentioned in paragraphs 3.5.3.2 artd 3.5.3.3. 

At state level, 369 projects alone could be completed out of 617 taken up by 
the BPs. Out of the remaining 248. works 68 could not even be started whereas 

· 180 works remailled incomplete as shown in table under para 3.5.2.2. The 
physical achievement was less than 60per cent. 
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3.5.3.2 Non-avaHalb:D.Hty oJf hmd 
. . . 

The road works under RIDF should be taken up only if land with width of 
eight nietre was available for the entire length of the road. Two works 
undertaken during 2002-03 by the following BPs were abandoned due to non
availability of land. 

1 Kulanada Thundakadavu- 26.00 14.31 Owner of the 
Thundaplavu land declined· 
Road to surrender 

land 

2 Konni Chempikunnu- 33.75 . 24.33 Non-
Thattakunnu- availability 
Elappara Road land. 

To taR 59.75 38.64 

Taking up road works without ensuring availability of land with sufficient 
width resulted in unfruitful expenditure of Rs.38.64 lakh incurred on the 
abandoned works. 

3.5.3.3 Perlormance gmuantee not obtained Jfrom contractors 

Government decided (August 1997) that if the quoted rate was between 25 per 
cent and 50 per cent below estimate rate, the contractor had to, remit 
performance guarantee equal to the difference between estilp.ated PAC* and 
quoted PAC. However, in the following three works, even though quoted rates 
were below 25 per cent of tJ:le estimated rates, no performance guarantee was 
obtained from the contractors and the wor!<:s remained incomplete. 

Aruvachanku 
zhy-

Edakadathy 
Road 

Elavattom- Vamanapur 45.00 25.61 per 27.81 Work to be 

of 

Vanchuvam am cent below completed on 18 
·Road January 2003. But 

not completed so 
far. 

Paluvally- Vamanapur 60.00 27 percent Nil Work to be 
Kadumankuz am below completed before 

hy- 29 November 2006. 
Vandithadam Started only in 

Road 08/2007. 

• Probable Amount of Contract. 
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2 Kottarakkara VIII 24.02 ~ 

3 Kiliffianoor III . 8.47 .. 

Total 98.36 

.. fu the abse~ce of accoimtihg for the tlJ~ds receivedartd spent,the po~sibility 
of misappropriation could not be ruled oiJt. · · · · 

According· to the ,guid~iines is~ued by NABARD · and the Gov~rnment, the 
project implementing authority and Ni\]3ARD were to monitor the progress 
and quality Of implementation of works. PeriodicaVfield· visits were to be 
conducted~by NABARD and the implewenting authority. It was stipulated that 

· the Secretary of Block Panchayats and".district level officers should inspect 10 
. and 20 per cent of works respectively. There was nbthihg: on record to show: 
that the sebretary and. district level officer~? coriductedcinspection as stipulated. 
fu the; absence of monitbriiig, 40 per cent of the projects. undertaken by BPs 
remaimid incomplete as detailed in Paragraph 3.5 .2.2: Due to non~cornpletion 
of works. within the· stlp~.llated time, 1-{ABARD dicLgot reimburse ·funds of·· 
Rs.88.80 crorea~alieadydetailed inP~agraph3.5.2.i , .· . 

A review ·o~ NABARD assisted RID.F.projects unclel:taken by the Block 
Panchayats revealed tha:t <Jnly 60 per cerit of the projects undertaken during 

· 1997-=2006 could be completed. TheBPs.had to·incutexpenditure in excess of · 
prescribedlimits from th~ir own fun(4; since the Government had with..held 

. certain amounts out of the <lmount released by NA.BARD :for.the projects. 
Some of th~ B]Js .did not account the amount received for implerrient~tion of 
the scheme and the exp~nciiture therefrom. Monitoring of the work was also. 
not done as stipulated resulting in non completion of works and non ·· 
reimbUrsement of amourif~y.NABARD.- . 

· );> RIDF fund released from NABARD to State Govermrient .should be 
.· released to CRD and from CRD to BPs promptly,.· .. 

. . . 
-. ··. 

);> Plan funds should not be utilised for RIDF P!Oject, except the BP 
share. 

.- 0 

);> Sp~ecific guideljnes should be framed and issued;for the mairitenanc~ of 
RIDF fiuids and. keeping of acco!:ll1ts. ·. · · 

)>. . Government ··should strengthen · monitoring·. and evaluation.· of ·the 
. implementatiodat all levels.. . 

::.-
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Sarilpoormi Grameen Rozgar Yojana (SGRY) is a Centrally Sponsored 
Scheme launched during September 2001 to provide additional wage 
employment and food security to rural poor. Out of 67 .26lakh households in 
the State, 17.24 lakh were below poverty line (25.63 per cent). The scheme 
envisaged execution of works, materialcomponent of which was not to exceed 
40 per cent of total value of the work, without engaging contractors with a 
view to generate more employment in rural areas, To ensure food security to 
the rural workers, a part of the wages was to be paid in food grains at the rate 
of five kilogram per day for each worker. This cost was to be fully borne by 
the Government of India (Gol). The quantity of food grains was reduced to 
three ldlograms from 1 November 2005. The cash component of the wages 
was to be shared by Central and State Governments in the ratio 75 : 25. The 
scheme was implemented in the state through the three tier Panchayat Raj 
Institutions (PRis) and monitored by the Commissioner of Rural development 
(CRD) at state level and by Ministry of Rural Development (MoRD) at 
national level. The scheme was discontinued from 2006-07 in Palakkad and 
Wayanad districts where National Rural Employment Guarantee Scheme was 
implemented. A review on the management of food grains under the scheme 
for the period from 2002-03 to 2006-07 was conducted during the period from 
March to July 2007 with particular reference to the records of eight Block 
Panchayatst (BPs), District Panchayats (DPs) and the Poverty Alleviation 
Units (PAUs- erstwhile District Rural Development Agency) in three selected 
districtst and the CRD. 

During the period from 2002-03 to 2006-07 the resources provided for the 
scheme were as follows: 

2002-03 77.40 23.55 100.95 52297 2519 

2003-04 86.85 19.47 106.32 50583 10725 

2004-05 78.04 36.92 114.96 64761 32242 

2005~06 91.38 30.25 121.63 54205 27599 

2006-07 74.62 24.13 98.75 5240 . 1076 

Total 408.29 134.32 542.61 227086 74161 

t Anchal,Angamali,Chadayamangalam,Koduvally,Kottarakkara,Kunnamangalam, 
Vazhakkulam and Vypin. 
: Emakulam,Kollam and Kozhikode. 
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Against 3.0llakh MT of food grains and Rs.408.29 crore provided by Gol, the 
State Government provided Rs.l34.32 crore. According to the accounts 
maintained by CRD, 4.59 crore persondays of employment was generated in 
the state under the scheme during the above period. 

,· 

- ' 

MoRD intimated the CRD every year about the allotment of food grains to 
each district which was to be provided by the Food Corporation of India (FCI) 
free of cost. Even though the food grains were released by FCI free of cost, 
MoRD was to pay . the value at the economic cost§~ However, the State 
Government had freedom to fix the rate at which the food grains were to be 
issued to . the workers recoverable from therr wages, which could be either 
BPL rate** or APL rate tt or anywhere between the two rates. The rates fixed 
by the State Government for rice and wheat were Rs.6.20 and Rs.5.50 per 
kilogram respectively. According to ·the guidelines issued by Go I the 
distribution of food grains to the workers was to be either through PDS or by 
GP or any other Agency appointed by the State Government. However, lifting 
of food grains for all the implementing agencies including BPs and GPs was to 
be made either by DPs/PAUs or through their authorised agencies only. The 
guidelines furth~r-stipulated that the Secretary ofDP/Project Director ofPAU 
should co-ordinate the release and liftillg of stocks under the scheme. The 
PRI-wise allocation out of the district allocation was to be made by the PAD 
of that district. ·However, the State Government prescribed (November, 
December 2001} a slightly different procedure for lifting and· distribution, 
according to which PAU was to gather ARDH-wise details of quantities of 
food grains required by PRis eachyear and PAUhad to prepare and issue an 
A WD§§_wise consolidated ~ndent to theFCI Depot. A WDs were to lift and 
transfer the food grains from FCI to ARDs wherefrom the food grains were to 
be distributed to the workers. In actual practice, the P AU followed a procedure 
different from ··that prescribed. PAU ·issued indents to the FCI Depot· 
authorising to release food grains to the secretary of the PRI who in tum 
issued the entire quantity of food grains, required for the work to the convenor 
after obtaining his receipt. Instead of issuing foodgrains from ARDs to the 
labourers based on actual work done, the foodgrains were issued directly from 
FCI godown to the convenors ill lump · resulting in diversion and fraud· as 
mentioned in paragraphs included under section 4. 

3.6.3.1 Transportation/handling charges of food granns met from 
SGRY:Ifunds 

As· per SGR Y guidelines, the transportation charges and handling charges to 
ARDs/ A WDs on food grains were to be boine by the State Government. The 
guideline also provided for utilisation of the sale proceeds of the gunny bags 
in which the food grains were received for making payment towards 
transportation cost/handling charges. However, P AU Kallam incurred an. 
expenditure of Rs.20.42 lakh from SGRY funds for meeting the above 

§Words ~sed in guidelines. 
•• Rs.6.20 per kilogram. 
tt RS:8.90 per kilogram 
tt Authorised Retail Dealers (of the locality) 
§§Authorised Wholesale Dealers (wherefrom ARDis authorised to lift food grains) 
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expenses· during 2002-03 and 2003.,.04. The diversion of fund for purposes not 
permitted under the scheme was unauthorised. 

As the food grains were distributed by the convenors and not by PRis, the cost 
or gunny bags should have been recovered from the convenors. However, 
audit scrutiny revealed that the cost· of 1.44 lakh gunny bags amounting to 
Rs.7.20 lakh calculated at Rs.S each was not recovered from the convenors in 

· four out of 11 PRis test checked. 
. ' 

3.6.3.2 Non utilisation of food grains kept atprlivate godown 

Emakulam DP l_ifted food grains from FCI and kept it in the godowns of 
Kerala State Civil Supplies Corporation/convenors. However, it was seen in _· 
audit'that 235.03 MT ofrice_and 10.27 MT of wheat remained unutilised in 
the private godowns as of July 2007for periods ninging from 01;1e year to six 
years as shown below: · 

This was due to lifting of food grams without ascertaining the actual · 
requirement and non-issue of the food grains thus lifted during next year. It is 
apprehended that prolonged stora:ge of food grains would lead to deterioration 
of its quality. The value of food grains kept idle in private godowns worked to 

· Rs.34.28 lakh. 

3.6.3.3. Allotment of food grains llapsed . 
. . . 

In Emakulam District, 437.67 MT of rice and 37.07 MT of wheat valued at 
Rs.65.54 lakh were not lifted from FCI during 2002-03 to 2006-07. As a 
result, the quantity of food grains.allohed free of cost by GOI lapsed which led . 
to non-achievement of the objective of food security. The Project Director, 
PAU stated (MaY2007) that this wa:s due to non lifting of fond grains by GPs. 

3.6.4.1 Fraudulent accmm.ting of food grains .. 

PAU KoUam during 2002-03 allotted 2243 MT of rice to DP, Kollam for 
implementation of the scheme. Though the entire quantity of rice was . 
shown as lifted from FCI as per the records of FC:n: and P AU, the quantity 
of rice actually lifted by DP, Kollam was only 804.357 MT. Thus 1438.643 
MT of rice had been liJfted either by somebody else on bell:n.aKf of the PRI or 
by tll:n.e PRI themselves without. making ~ny entry lil!l the Stock Registe_r 

· whicll:n..tantamounts to fraud. Tll:n.iis fraiutd cost tlbte excll:n.eqUl!ier an amount of 
· Rs.2.04 cro:re. 

3.6.4.2 Discrepancy in accounting food grains 

On a scrutiny of stock registerof food grains, it was noticed that the closing 
.stock recorded by Vazhakulam and Anganiali BPs were minus figures. The 
closing stock of rice in Vazhalculam as on 31 March 2004 was(-) 4.94 MT. In 

/'----'-----..:.._------::-9-:-8-:-. ;.._ ____ __;__ __ :.__ __ _ 
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· AngaD1aii BP theelq-sing stocks o(rice;andwhe~t~s ~m 31 Mar~~2006 were. 
(-)2U.26 M_T and (').8.10 MT respectively. The·c}i§ctepancy occurred as a· .. 
. result_6flac:k of periodical physicalyerificafion of stock and rec:9ndliation: 

• . . - ·.- . • ..• ·, -~ I_ ' .,' ' . . .- ·.• • . -- - _, . C·.. . • •: . ; - :;_; ·. . _ . .-·\·_.· • . • ', ': 

Scfutmy;ofrecords'of~~lected .. PRis:'PAUs and CRD revealedtb.atlarge scale: . o· 

di~~r~io11 qffood grams took p~ace;causing h.uge loss' to Go I b~sides·defeating • .·· .: 
. the objective of provldiil.gJood seci#;it:YJo tJJ.e rural poor. . .. ~ >-' '" 

... - .-· .. ·' . . . . ' . . - -. - .:.__ -- :., ·: - ' . . . : ' . -- . -".- - . -~--- : -.. _. ,_. 
;.:: :·· 

·• 326.5~1-' . , Jl)ivei·sioJii«>ffood g:raxrl~ to otllter districts · 

.. · Accor'dil1g :to the' itildelines, div_~rsioii' of resourtes~. (in~ludihg food grains r 
.· from-one District -to _another was not perniissioie. However, it was seen. in 

audi(thattliis was violated b)rPAU, I(o:z;hikode which, transferred 2000MT of ; 
·. ·.: rice to\~f;.u,rwa)'ruiaW _;~ > .. ~-{ .· -_ ... ·" · · .· -· ·· - -

. ' . 3.6 :d--- c:piversiij~:of food g:rains,f{it -~ther p~):poses •.' 
46SJ:83MTo~; .. ·. · · · - · · · · · · · · · ·.· - · · .. ·c -

foodl girai.lllis, c -· ' 
, _ costing Rs.6~64 ~ · 
· .. crore diverted to 
·. Tti.bal). 

... AriQit. scfutiny reveaf~d-'that ·4683.83 MT ofriteallotte&m. sey~ti districts -.. 
. were diverted (App~IJ.~ix~Xll) ·to '}'~h-al Developrdent Depaittl1eiit' for ·other . 

0 

purposes ~uch as.~p:rovid#ig free ration to tribal-p~qple arid backWard class~s. • _ 
" ···. the;to.t.al .. ·. value.•offobdgrains. div~rtedworke&,o. u.)to R~{6:~4-~crdre at th_e~· ·· '; ])l~velopment · · - · ···· · 

Department. . ·-av~rag~:fl;lte ofRs:14!c7o'per MT.-. . · · - <.~ · · 
- ·' - 3.o5:3_> Divefsion offood graln~'to openmark~t_ :".·. 

Asaresul.tof ... Asc·~.~htion_e.~l ~ .. pitr'ag_ra. ph. -3,6.'.3,.th_.e .. secr .. eta~es .. o .. f.~P. RI ... s I.·ssu .. e .. d,ctl_oodgni.i.n.·.s .. :.-: . .diversiori_of ··.. · · · · 
7666,66 MT of food · liffed].)y them fr6ni the FCI depo(td. the· converipts instead df-the workers} 

·.·grains to opeiiil . Thoug11.ith~food gi:a~~swete to b~,distributed.fbtP:~ workers,the .. co!lv~no~s 
.· .• - market, middlemen sold t4~' s~e in wg()les~f~ ri.J.~rl<:et_ru).~ fetched pric¢8 h!gher tlianthe.lssue r~te . 

'&rived. i!ll[id!me -~· • - . fixed hYtae ·Stat~· Government. As aresuli, wag~sjo workers wete:piid fully.· 
benefit ofRs.S:44 · : .~ ·.!n~casho:~d no _food;grai11 :\vas disii'i'Qrtted. as· ey~d.encied ·from tl1~'4et~ils given: 

· crOJre. .· .<-below~::- · ·· ·T ·' ·- > · . -, .. 

- · Apart from violati(Jn~ of the guide~!~es, ~the. nol1-;distiibution 9ffood gr~ns ~ c: . . . 

-hdpeq ·the_ middlem~n tp deJive undjl~beri.efit:fitthe. expense.()(Gat· Though 

------

-.- ·..'~-

.... ;- ·the cost gf: ! rice .. ailci'; :wheat reccnr~r(lble~. from·.Jlie corivei1o~s ·w<(s at the ... 
. -concessional:rate of Rs.6.20 and Rs.550 per kilogra.Iii;the actu:al cost payable··. 

; -by Gofto.tb,e FCl wasRs.l4.17 and]~s.9.54 respestively. Th~:unduebenefit. 
derive4 by.the convenors py divertmg 5967-:241\I[T.:o'ftice arid 1699:42 MTof 
wheat\vorked mitto.Rs:5.44 crore:- ' . . . . .. . . 

. --,~.:. ~-

"c- -;-· 
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3.6 5.4 Diversion of food grains to Kerala State Civil Supplies 
Corporation (KSCSC) 

In order to check unauthorised diversion and black marketing of food grains 
allotted for SGRY Government issued orders (13 November 2006) that food 
grains allotted under SGR Y should be released to KSCSC by authorising 'it to 
lift the food grains from FCI. KSCSC was to lift the rice from FCI and to pay 
the cost at the rate of Rs.6.20 per kilogram to the PAUs concerned. The PAUs 
in turn were required to release the fund so received in lieu of rice to the PRis 
for making payment of wages entirely in cash. As this system was against the 
guidelines, Government after four months suo moto withdrew (March 2007) 
this order. During the intervening period, KSCSC lifted 2075 MT of rice and 
paid Rs.l28.65 lakh being its cost to the PAUs in the state. Against this value 
of rice payable to FCI by GOI was Rs.294.03 lakh at the rate ofRs.14.17 per 
kilogram. Thus, there was an unintended benefit of Rs.1.65 crore in the form 
of food grain to the KSCSC. 

3.6.5.5 Excess issue of food grains 

According to the guidelines, food grains were to be issued to the workers as 
part of their wages and not for meeting the cost of materials. The labour 
involved as per estimates and standard data ••• in respect of 27 works executed 
during 2002-03 to 2006-07 in five PRis out of 11 test checked was 48264 
person days. As such the food grains that was to be distributed was 419.64 MT 
at the rate of 10 or 3 kilogram • per person. Against this, 678.31 MT of rice and 
166.37 MT of wheat were issued to the convenors. This resulted in excess 
issue of 325.80 MT of rice and 99.24 MT of wheat. The excess expenditure 
due to such excess allotment worked out to Rs.29 .98 lakh as the cost 
recoverable from convenors was at the concessional rates of Rs.6.20 and 
Rs.5.50 per kilogram of rice and wheat respectively against Rs.14.17 and 9.54 
payable by Go!. 

Under special component of the scheme, food grains upto a maximum of 75 
per cent of wages could only be met from the scheme. However, three PRis 
test checked in Kozhikode district distributed 484.07 MT of rice in excess of 
75 per cent of wages in respect of 13 works taken up unde. special component 
during 2002-03 to 2005-06. As 25 per cent of wages was to be met from other 
sources, the excess issue of rice was equivalent to excess expenditure of 
Rs.68.59 lakh. 

3.6.5.6 Payment of cash in lieu of food grains 

Under SGRY, the wages shall be paid partly in food grains and partly in cash. 
If there was non-supply or inadequate supply or inordinate delay in supply of 
food grains by the FCI, after obtaining a certificate to this effect from the 
concerned District Manager/State Regional Manager (FCI), to the extent of 
shortage of food grains required for wages, payment in kind component of 
wages could be paid in cash also. It was noticed that in eight out of 11 PRis 
test checked, cash was paid to the workers in lieu of food grains in 242 works 
without obtaining the required certificate from the FCI authorities. This was 
against the guidelines and resulted in denial of food grains to the rural poor. 

••• Standard as per PWD 
• 3 kilograms/person days from I November 2005 onwards. 
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3.6.6J. Work bills not paid! 

Sixty seven works taken up by two* BPs. out of eight test checked were 
completed during the penod from 2004-05 to 2006-07. The value of works 
done was Rs.96.96 lak:h. The BPs did not pay the work biils as of July 2007 
for want of sufficient fu_nds. The food grains entitled under the scheme were 
also not. distributed to the wor:kers. Non-payment of work bills led to non
payment ofwages including food grains to workers. Non-availability of funds 
and food grains was due to taking up works having value exceeding the 
allotment. During 2006-07, .Anchal BP had talcen up works costing Rs.2.66. 
crore against the allotment ofRs.33.8llakh, which was almost eight times the 
allotment. 

3.6.6.2 · I:r.regulmr execution of works tl!uough..contractors 

Though no contractor could be engaged for execution of SGRY works, 
Kozhikode DP executed six works costing Rs.21.03 lak:h through a contractor 
during the· period from 2002-03 to 2004-05. As middlemen/intermediate 
agencies were engaged for execution DP could not ensure that the food grains 
reached the. "ble workers. · 

As the State Government was allowed as per guidelines, to give more than five 
kilograms of food grains per person day if they could do so within the .state 
allocation subject to a minimum of 25 per cent of the wages being paid in 
cash, the State Government distributed 10 kilograms per personday till 31 
October 2005. However, from 1 November 2005, food grains were distributed 
only at the .rate of three kilograms as prescribed by Go I. Thus a total quantity 
of 385948 MT of food grains was required for459.14 lakh persondays of 
employment generated during the period from 2002-03 to 2006-07. Against 
this, 299552 MT was distributed which resulted in short distribution of 86396 
MT as shown in the table below. 

70.95 5 35475 10 70950 54816 . 54691 16259 

100.87 5 50435 10 100870 61308 59726 41144 

118.91 5 59455 10 118910 .97003 97003 21907 

63.85 5 31925 . 10 63850 

81804 81996 (-)4463 
. 45.61 3 13683 3 13683 

58.95 3 17685 3 17685 6316 6136 11549 

459.14 208658 385948 301247 299552 86396 

• Anchal and Kottarakkara 
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As a result Of short distribution of food gt:ains, 117.81 lakh persondays of 
employment were generated without distribution of foqd grains to the workers 

·. as worked out in AppendiX XIII. Provision of food grains at double the 
' quantity prescribed by Gol without taking into consideration . the state 

··.allocation led to non-achievement of major objective of providing food 
·. security to such a huge number of rural workers. . · 

For every work undertaken by the PRis there should be a monitoring 
committee ·of villagers of the area where the work is executed to monitor the 

. progress and quality of the work. Besides, the officers . at state, district, sub 
divisional a.11d block levels were to monitor all aspects of the programme 
through visits to work sites. which should be 10 per cent of PRis ·by district 
.level officers and two per cent of PRis by state level officers. There was 
nothing on record to show that proper monitoring was done at any level. Had 

. the monitoring been effective, the irregularities in food grain management 
could have been avoided. ·· 

The control. mechanism . of the scheme was very weak leading to diversions 
·and fraud. The major objective of providing food security to the rural poor 
could not be achieved; 

)> Government should take measures to revamp the monitoring and 
internal control mechanism. 

)> · Government should conduct a detailed enquiry into the implementation 
.of the scheme including the large scale diversion of food gr'ains: 

)> Government should take action against the officers responsible for 
misutilisation of food grains. 
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Special Live Stock Breeding Programme (SLBP) a state sponsored scheme 
started dUring 1976 was_ transferred by the Government initially to the District 
Panchayats _(DPs) and later during 2001-02 to the Grama Panchayats (GPs) 
and Urban Local Bodies (ULBs). The primary objective of the scheme was to 
reduce the productive age of cross bred calves to two years and increase milk 
production in the State by providing go~d quality feeds, medicines, 

. vaccination and ins_urance cover at subsidised rates to calves between the age 
of four to 32 months: The subsidy admissible \Vas 50 per f?ent of the 
expenditure for a maximum period of 28 months or up to the firsf calving ' 
whichever was earlier subject to a niaxiinum of Rs.6500 per calf which was to 
be borne by the department and LSGis equally. Those intending to avail these 
benefits were to submit applications to the field level implementing officer 
either through the LSGI or through niilk societies. The beneficiaries were 

' selected by the Grama sabha after scrutiny of such applications. A review on 
the implementation of SLBP during 2002-03 to 2006-07 was conducted during 
October 2007. Three districtsttt out of 14 were selected for the review. 
Records of six GPsm, two municipalities§§§, the offices of Animal Husbandry · 
Department at the district and field levels in the selected districts and the 
.office ofthe Additional Director (SLBP)were test checked. 

During the period from 2002-03 to 2006-07 the physical target fixed by the 
Government was 86000 calves against which the calves enrolled wer~ 82146 
as detailed below. 

2003~04 17000 15254 

2004-05. 17000 17235 . (-)235 

2005-06 21000 20228 772 

2006-07 21000 21000 

1'otaH 86000 82146 3854 
. -

However, in three out ofeight LSGis testchecked; no-calfwas enrolled during 
the years noted against each as shown below. 

ttt Emakulam, Palakkad and Thiruvananthapuram • 
m Keezhumadu, Mulamthuruthy (Emakulam), Akathethara, Malampuzha (Pa!akk:ad) 
Kazhakkutom and Parassala (Thiruvananthapuram) 
§§§ Angamali and North Parur (Emakulam) 

103 



Three out of 
eight LSGis 
test checked 
did not enroll 
calves. 

LSGis and 
Govt. released 
11.94 crore to 
the 
implementing 
officers in 
excess of actual 
requirement. 

Year 

2002-03 

2003-04 

2004-05 

2005-06 

2006-07 

Total 

Audit Report (LSG!s)for the year ended 31 March 2007 

SINo LSGI Target Enrolled Year 
1 AnadGP 40 0 2006-07 

2 Municipal Corporation ofKochi 50 0 2004-05 

3 Muvattupuzha Municipality 30 0 2006-07 

Total 120 0 

As there was no milk producers co-operative societies through which inputs 
were provided to the beneficiaries in the urban area of Kochi and 
Muvattupuzha, no enrolment was possible there. 

3.7.3 Fundin~ 

The funds required for meeting Government share were provided in the State 
Budget. The LSGis transferred their share to the state Animal Husbandry 
Department which implemented the scheme by arranging all inputs envisaged 
in the scheme. 

3.7.3.1 Budget provision and expenditure 

The funds provided in the State Budgets and the expenditure incurred by the 
Government were as follows: 

(Rs in cror e) 

Year Budget Provision Expenditure 
2002-03 5.84 4.16 

2003-04 6.24 4.32 

2004-05 5.64 5.19 

2005-06 10.95 10.81 

2006-07 7.00 6.99 

Total 35.67 31.47 

Out of Rs.35.67crore provided in the State Budget, the amount utilised was 
Rs.31.47 crore which was 88.23 per cent. 

3.7.3.2 Excess fu nds released by the LSGis and Government 

The cost of feeds and other inputs involved was Rs.13000 for each calf, of 
which Rs.6500 was to be borne by the beneficiary whereas the Government 
and the LSGI was to meet Rs.3250 each towards subsidy. Thus the amount to 
be provided by the LSGis as well as by the Government was only Rs.26.70 
crore each against which the LSGis and Government released Rs.33.87 crore 
and Rs.31.47 crore respectively as detailed below. 

(Rs in crore) 
Amount to be Amount released bv Excess r elease by 
released by 

No of calves 
enrolled 

LSGis and 
LSGis Govt LSGis Govt 

Total 
Government 

each 
8429 2.74 4.96 4.16 2.22 1.42 3.64 

15254 4.96 4.74 4.32 (-) 0.22 (-) 0.64 (-) 0.86 

17235 5.60 6.25 5.19 0.65 (-) 0.41 0.24 

20228 6.58 8.87 10.81 2.29 4.23 6.52 

21000 6.82 9.05 6.99 2.23 0.17 2.40 

82146 26.70 33.87 31.47 7.17 4.77 11.94 
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Out of Rs.11.94 
crore released in 
excess, Rs.1.17 
crore was 
refunded and the 
balance retained. 

Starting of feed 
supply was 
delayed by two 
to four months. 

Sl 
No 

Chapter Ill - Peifomwnce Reviews 

Thus the LSGis and the Government released Rs.7.17 crore and Rs.4.77 crore 
respectively in excess of actual requirement. This amount was retained by the 
District Level Implementing Officers (DUOs) in their bank accounts. Drawal 
of plan funds in excess of actual requirement by the LSGis and the 
Government was irregular. 

3.7.3.3 Unnecessary retention of funds 

Out of Rs.65.34 crore available during 2002-03 to 2006-07 with the District 
Level Implementing Officer (DUOs), the amount utilised for implementation 
of the scheme was Rs.40.71 crore. Of the balance amount, Government share 
amounting to Rs.1.17 crore was refunded to Government account during 
March 2007 by the DUOs leaving an unspent balance ofRs.23.46 crore at the 
end of2006-07. The SLIO stated (December 2007) that an amount ofRs.13.28 
crore was required to provide inputs in respect of calves already enrolled 
during 2004-05 to 2006-07. Thus Rs.l 0.18 crore out of the unspent balance of 
Rs.23.46 crore was not required for any purpose. In fact, there should have 
been at least a balance of Rs.l 0.77 crore (Rs.11.94 crore- Rs.1.17 crore) due 
to excess release of funds by the LSGis and Government to the Department as 
mentioned in paragraph 3.7.3.2'. The resultant shortage of funds worked to 
Rs.59 lakh. As a result of non-reconciliation of the accounts maintained by 
DUO exact reasons for the discrepancy could not be ascertained in audit. 

3.7.4 Im lementation of th 

Veterinary Surgeon was the Field Level Implementing Officer (FUO) and at 
district level, the Deputy Director/Assistant Director was the Implementing 
Officer (DUO). The DUO was .'.o arrange insurance and supply of feeds, 
medicines and vaccines, whereas FLIO was to monitor and keep the records of 
calves enrolled and feeds supplied. The quantity of feeds given under the 
scheme varied from 30 to 75 Kilogram per month depending on the age of 
calf. The feeds were supplied throu.5h milk producers' co-operative societies 
after collecting the beneficiary share of 50 per cent. The beneficiary share 
collected by the societies and the share ofLSGis were then passed on to DUO 
which were utilised along with Government share for payment of cost of feeds 
and other inputs. The feed supply to the calves was to be started at the age of 
four to six months. However, it was seen in audit that the starting of feed 
supply was delayed by two to four nonths in the following LSGis during 
2005-06. 

No of c~1Jves which got feed supply \' 

LSGI 
No of calves belated ly at the age of (months) Percentage 

enrolled 
r ine Eight Ten Total 

1 Kavalasseri GP 50 36 3 -- 39 78 

2 Anakkara GP 50 1 36 1 38 76 

3 Nagalasseri GP 50 12 2 36 50 100 

4 North Parur Municipality 50 20 4 --- 24 48 

5 Angarna\i Municipality 50 · ~ 2 --- 11 22 

Total 250 78 47 37 162 64.8 
-

105 



The drop out 
rate was as high 
as 25 per cent. 

Due to increase in 
price of feeds, 
calves were 
removed from the 
scheme before 
attaining the age of 
32 months. 

Audit Report (LSG!s)for the year ended 31 March 2007 

In the above LSGis, feeds to 64.80 per cent calves enrolled during 2005-06 
were supplied late denying good quality feeds at the early age which affected 
their health and milk production as mentioned in para 3.7.7. 

3.7.5 Hi~h rate of dropouts .. 

3.7.5.1 According to the guidelines, beneficiaries would be removed from 
the scheme on any of the following grounds. 

• If the calf does not conceive till 26th month of age 

• On calving 

• On attaining age of 32 months 

• On the subsidy amount reaching the maximum ofRs.6500 

• If the beneficiary does not collect the feed continuously for three 
months 

The number of dropouts, i.e., beneficiaries who did not tum out to collect the 
feed was very high in selected GPs as shown in the table below. 

Sl District Calves enrolled during Dropouts Percentage 
No i 2001-02 to 2004-05 

1 Thiruvananthapuram 903 214 23.70 

2 Palakkad 365 91 24.93 

3 Emakulam 473 53 11.21 

The high rate of drop outs was attributed by FLIOs (October 2007) to the fact 
that the beneficiaries were not able to cope with the increase in the cost of 
feeds due to price escalation and increase in expenditure due to increase in 
quantity of feeds in proportion to the increase in age. 

3.7.5.2 Removal of calves from the rolls showed an increasing trend in the 
past few years. The subsidy of Rs.6500 was fixed based on the prices of feeds 
prevailed in January 2001. Due to increase in price of feeds from Rs.6650 per 
MT during 2001 to Rs. 7900 per MT during 2007 the quantity of feeds that 
could be supplied with the available amount decreased in inverse proportion to 
increase in price. In Parassala circle in Thiruvananthapuram, the percentage of 
such removal increased from 24 to 45 as shown below. 

Year of No of calves Removal from roDs due to Percentage 
enrolment enrolled reaching maximum subsidy 

2002-03 100 24 24.00 

2003-04 195 77 39.49 

2004-05 100 45 45.00 

The calves were removed at the age of 29 months during 2003-04 and during 
2004-05 even at the age of 28 months. Non-revision of subsidy rates in 
synchronisation with the increase in price rates of feeds resulted in non-supply 
of feeds to the calves especially at a time when it was most required. This 
affected the achievement of objectives of the scheme. 
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The percentage 
of cahing within 
32 months was 
only 27.72 per 
cent. 

Chapter/If Perfomwnce Reviews 

3.7.6 Calvin a e could not' beTrcduced··:• · · <-· ··,.- -·. . 
The primary objective of the scheme \\as to reduce the calving age to 32 
months at the least and_ thereby increase milk production. However, a test 
check of records of selected GPs revealed that the calving age of calves could 
be reduced to 32 months or below only in respect of 27.72 per cent of calves 
enrolled in selected districts as shown below:. 

Sl District No ofLSGis Period of No of calYes No of cah:ing Percentage 
No 

1 

2 

3 

test checked curolmcut enrolled within 32 
months 

; 

Palakkad 9 2002-03 and 495 12 2.42 
2003--04 

Emakulam 4 2001-02 to 473 134 28.33 
2004-05 

. 
Thiruvananthapuram 12 2001-02 to 623 295 47.35 

Total 

2004-05 

25 1591 441 27.72 

At state level, the calving rate within 12 months was only 49.25 per cent as 
disclosed in a review mectmg held by SLIO on 21 June 2006. 

3.7~7 '"· ·· ' Decrease.in milk roducti n .: .• -- · __j -

lnspite of implementation of schemes for increasing the milk production of 
cross bred cows in the state, the milk production in the state decreased from 
25.38 lakh MT during 2001-02 to 19.48 lakh MT during 2005-06 as shown 
below: 

Number ~ f cows Oakh} 
Milk production of 

Year cows in the state {M f in 
lakh) 

2001-02 21.22. 25.38 

2002-03 21.22 22.65 

2003-04 21.22 19.92 

2004-05 21.22 19.12 

2005-06 21.22 19.48 

3.7.8 Monitoring and internal c ntrol ·- . .J' 

Efficient internal control system ensures smooth functioning of an 
organisation. For better delivery of services, periodical review and monitoring 
of activities werez to be carried out. Monitoring and internal control failures 
are discussed below:-

• Figures as per last live stock census conducted during 2003. As Live Stock census is 
conducted only on,·e tn five years, same figure was adopted for all years. 
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3.7.8.1 Defective monitoll"illllg by LSGJI:s 

The DLIO was to furnish utilisation certificate indicating amount utilised and 
the physical achievement to the concerned -LSGis at regular intervals. The 
monitoring committees of the LSGis constituted for monitoring . the 
implementation of various projects was to monitor progress of implementation 
of the scheme. As the DLIOs did not furnish the utilisation certificate, the 
LSGistest checked could not monitor the implementation of the scheme. 

3.7.8.2 Il!llsufficient monitoring at Dlistrict Ieven 

The data relating to the beneficiaries and calves enrolled, feed distribution, age i 

of puberty, date of artificial insemination, date of calving, etc., were to be kept 
by DLIO for periodical verification of the progress of implementation of the 
scheme. However, no such data was kept in the district level offices test 
checked disabling the DLIOs to rectify the defects/shortfall in the 
implementation. 

3.7.8.3 ·Monitoring at tlhle State Level 

The SUO .is assisted by. a Joint Director and two Deputy Directors at .the 
Headquarters. Each Deputy Director was to supervise the . activities of seven 
districts and was to conduct detailed inspection of one district every month 
and surprise inspection of FLIOs and the Societies. However, inspections 
conducted by the SLIO were much' less than that prescribed under the scheme 
as seen from the table below. 

2002 24 10 14 

2003 24 13 11 

2004 24 4 20 

2005 24 Nil 24 

2006 24 16 8 

2007 24 6 18 

Total 144 49 95 

As seen from the above details 66 per cent of pPescribed inspections were not 
· conducted by the SLIO leading to improper imph~mentation of the scheme. 

Review of the Special Live Stock Breeding Programme revealed that funds 
released by Government and LSGis exceeded the actual requirement with 
reference to the actual number of calves enrolled. Animal Husbandry 
Department did not refund the resultant excess amount to the LSGis. Feeds 
and other inputs could not be provided for periods as. envisaged due to 
increase in cost. The dropout rate of beneficiaries was high and the objective 
of reducing calving age could not be achieved. · 
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3.7.10 Recommendations 

)> In order to retain/increase levels of enrolment, Government should 
consider increasing the subsidy keeping pace with the increase in price 
of feeds. 

)> Government should conduct an investigation to find out the reasons for 
the productive age of calves not being reduced. 

)> The scheme should be revamped to ensure that feeds and other inputs 
are provided at prescribed quantity for periods as envisaged. 

)> Government and LSGis should ensure that funds released do not 
exceed the amount required as per enrolment. 

)> The Animal Husbandry Department should refund to the LSGis the 
excess amount retained by it. 
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Injudicious decision to advance Rs3 .93 _- crore to~ ,KSEB for implementation· of 
Aiippara Hydro· Elettlic Project 'Without exec~ting' agreement resulted Ill loss' 
of interest ofRs:L97 crore. - - - - . ·- · - . . 

- ~ccording to :the KPR Act, the functions of DPs relating t() electricity aJd · 
energy are taking. over of inicro:chydel projeCts 'and deten~iilirig priority ai;e~_ 
for- extension ofeiectricity. M!cro-hydel projects are those with capaCity'Jess 
than one MW. arid therefore DPs were dot authorisecl to implcln~nt ·. 

_ hydrolectric proJects with insh111edcapacitY. of3 -MW- which c_ome_ un4er the 
categoryofsmallhydelprojects. _· .- - ... -: ' - - - - -_- :-

Inspite of this, Dis_trict Parichayat, Kozhikode ,OJP) fonnulated (C)ctober 199&) 
. a project ·at a -tqtal outlay. of1~-s:s crore for implementing Arippara-Sn!alr·: 
~Hydroelectric ~chell1e with install_ed capaCity ()f 3 MW arid.power potel1tiai Of · -·-
8,028 MU in Kodanchery Grama PanchayatTheJ~tate Goveriunent pennit_ted . --· 
-the DP (March 1999) to iffip1ement th~ -scheme through Kerala State 

. Electricity Board (KSEB) on. 'Peposit Work; basis. KSEB _prepared a. project. 
··-estimate of Rs:t'OJ)Scrore m:Jn,ne·2000.-Eyenbefore~preparing the estimate;: -

th~ DP advanced -Rs.2 crore to~ the KSEB oil29 March ·I999·. As XSER·had .. 
- not'derhanded anyinoney or decuted anyagr~e1llent, thepaym(mt ofadv:¥ice 
- w:as evidently OlllY for achieving the fmancialt'arget of the -:War. Tlioughtlie 
._.project was to be completed wifuintwoyears,KSEB did not_start the worktill· 
- M~ch 2004. During Febmary2004, .theyxevisedthe estin1ate·to -Rs.p.to '• .. , 

crore. As 70-jJCir cent of the project costw~s--de_cided· tObe met frpm·loan- · . 
raised from Rural Electrificatigtr Corporatioli; the balance~ amoi.uit of Rs:-:3~.93~ · 

-_crore was to be earmarked from plan funds'" of the DP. A,ccord_illg)y, the CDP~ ·· 
paid its balance share of :Rs.L93 crore on 30 March 2004m addition't() RS2 

·. crore already paid. KSEB agaiiitevised the estimate t6RS,13.~? cror~-dunng ··•· 
-f\u~st 2004 .. -· .. _ . .!:~_-_ ~- -. _,·-~ -· 

' • o· - • •• • -- ·:: ~ • 

To avail loan, DP had to submit a copy o:fthe: power 'purchase agte;e.ment 
(PP A) executed with the KSEB indicating th~Jaiiff for putchase .. KeraJt{ Si~te .. 

· Electricity Re~latory Comh11ssion (KS~R¢) was · the · only competent · 
. authority to fiX th~ power tariff, They fixed (September 2006} the power,thriff -·. 

.- as Rs.2:04 per unit on the b'asl.s-of approved estimate: Thej)P, how-~ver/ciid _· 
riot execute the J>P A as the tariff fixed by KSERC was very low and therefore > ..•.. 
they could not axailanylo<ill. ·-- <~ ... - . ·: . - .: -

. After a lapse o.f.more than' eight years,. K.SEB repaid Rs3:88_ crore,, du~g .• 
·_September 2007 after. deductillg;;Rs.5 lakh towards the· cost of preparation.-• of . 
Detailed Projed~eport · · · · -· · · .: -... _, · 

Pa'yment-of 30 per ·cent of the-estimated cost without ensi.ITing the availability 
of the loan amo~nt was injuqicious and was a result of poorplannl.ng. Failure 
ofthe DP to execute the P~Awith KSEBbefore transf~min_g the amountof.. 

- '.co 

. . -: - ~-- .. 
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· .. Rs.3_.93 cr~reresulted n:dt only in non-implementation of the project, put also 
in loss of interest tQ the t\J.ne ·of Rs.1.97 crore· calculated at the average 
l:>orrowingrate. of 8.4 per centper.amium . 

. The. matter wasreported,to. Governirient in July 2007; reply is_ awaited (March 
~0~. . 

:Uni:uithorised ciosure of Treasury Public account and crediting funds received 
· for implementation ofCehtrally Spmw>red Schemes to Goverimient account 

resulted in the non-iinplementation of Centrally Sponsored Scheme by the 
Block Pancha yat, Thaliparambu.. ._ · . . 

treasury Public AccoUnt {TPAccount)is.a d~posit account permitted to be . 
. opened in the treasuries by Government officeiS anaLSGis to deposit public 

·._-·money. As. it was noticed that departmentaloffic~rs kept large sums of public 
money drawn from the Consolidated. Fund of the State in the TP Accounts, 
Government issuecl direct1dii~ {J anuary2002) to freeze• the operation of all TP 

· A<x:cn!nts · ofDepartriiental pfficers/ Departments. ·Later, Goverriment ordered 
(June 2005)·to.credit backtheoutstandirtgbal~ce irithefrozen TP·account to 
Government Accorint under-.Minor Head "911-Deduct·Recoveries of Over 
Payments" below the r~le~ant Major Head of accourit from- which the. funds 
were originallY drawn and 'deposited in the TP Accounts: Government further 
clarified (Mar~h2006) thattneTP' accounts operated oy the BlockPanchayat 
(BP) Secretaiies were exempted from the plirview 6f the Government Orders 
regarding closure of TP accounts. . . . _ . _. 

Despite this, the :Secretary,· Thaliparamb~ BP. withdrew the entire amount of 
Rs;75:41 · lakh: kept in his. TP accolint and credited (Match 2006) to 
Government. accbunt. This .amount included Rs.49.50 lakh received for· 
iinplementatioJ1 of eigh{' CentmllYSponsored Schemes ·cess). TheBP did not.· 

-_ -take any actionto get backthe ~entral fund from the State Governrrient ·· · 

The closure ofTP account in violation of Government Orders thus resulted in 
, crediting central funds to state accounts.-This .led to non-implementation of the 

.. CSSbythe.BP.. . - . . . . . 

The mafter wasrepoitedto Governmentm November 2007; reply is·awaited 
(March-2008). 

Employillent Assistance Scheme (SGRY) 7;19,770 
• Indira A was Yoj ana · . ' 6,04,260 
Swamajayarithi Grama SwarozgarYojana . 90,855 
DWCRA. 97,699 
NABARDAid 2,55,768 
CRSP , .. ·. 

.. 
9,00,300 .. -

Million Well Scheme ' . :c..- -20,81,474 
RDP .-, .... 2,00,000 . · .. 

Total ' 49,50;126 ~-
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Failure to. conduct sub soil test by Block Panchayat, Cherpu resulted in 
sinkage of road leading to. abandonment of the work after spending 
Rs04~.26lakh. 

The Block Panchayat, Cherpu during 1999-2000 took up a project for 
construction of r~ad of 1618 metre length and eight metres width across the 
kole* fields conn~cting Block Panchayats ofCherpu and Puzhakkal with the· 
object of reducing the distance to Thrissur town by 5 KM. The main items of 
the work were formation of the road involving earth filling at an average 
height of 5 metre, construction of three culverts and metalling and tarring the 
road which was estimated to cost Rs.55.93 lakh. The project decided to be 
implemented under RIDF-III scheme of NABARD was awarded (December 
1999) to a contractor at_ estimate rates. The stipulated date of completion was 
31 March 2000. · 

It was observed in audit that during February 2001, when the height of land · 
filling reached 4.5 metre in chainage 620 M to 780 M, the embankment sank 
up to 2. 7 5 metre as seen from the photos given on next page. According to the . 
Report on Quality Assessment prepared (14 May 2001) by the consultants of 
LBS Centre for Science and Technology, they had during their visit before the 
start of construction required the Block Panchayat (BP) to conduct a sub soil 
investigation in the middle section of the proposed road. The BP however did 
not arrange for carrying out this test due to paucity of fund. Meanwhile, as the 

· contactor could not complete the work within the stipulated time, the period of 
contract was extended (supplemental agreement dated 17 January 2002) upto 
31 March 2002. According to the consultants the. existing sub soil except at the 
tail end having a length of 600 meters was very weak. In the absence of any 
sub soil investigation, it was not possible to ascertain the depth of the soft sub 
soil and to assess the carrying capacity and consolidation behaviour of the soil.· 
Therefore; the consultants could not suggest an exact solution for the problem 
of sinking. However, they recommended to construct the embankment in 
stages giving six months time for each stage for consolidation which was 
accepted by the BP. Accordingly, BP decided (December 2002) to close the 
work and make payment to the contr11ctor on the basis of measurement of the · 
work executed till then. · 

• Deep paddy fields below MSL in Thrissur district are called Kole fields. 
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Views of sunken embankment 

The value of work done by the contractor was worked out by the BP at 
R.s.50.89 lakh which was paid (December 2002) after withholding retention 
money of R.s.7.63 lakh. The BP did not restart the work as suggested by the 
consultants and the work was in an abandoned stage. Thus, the failure of the 
BP to carry out sub soil investigation as recommended by the consultants 
before the commencement of the work led to sinkage of the embankment and 
stoppage of the work resulting in unfruitful expenditure ofR.s.43.26 lakh. 

The matter was reported to Government in November 2007; reply is awaited 
(March 2008). 
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14.4 Unfruitful expenditure of Rs.2.23 crore on Rice Park 

Injudicious decision of the District Panchayat, Thrissur to hand over the 
construction and working of the rice park to ASIRV AD without ensuring 
proper monitoring and control mechanism on its working resulted in closing 
down of the Rice Park. 

The District Panchayat, Thrissur (DPT) decided (December 1997) to establish 
a Rice Park consisting of a modern rice mill (par boiling unit), a rice powder 
unit and a rice flake unit at Chelakkara at a cost of Rs.l. 77 crore for providing 
direct employment to 35 SC persons and creating indirect employment 
opportunities to 200 others. DPT registered (June 1998) Ambedkar Society for 
Industrial Rural and Vocational Advancement (ASIRV AD- a charitable 
society) consisting ofSC members only, for implementation of the project. 

DPT transferred Rs.80 lakh to ASIRVAD during 1998-99. The estimate was 
revised to Rs.2.43 crore (July 2000) to provide Rs.70 lakh towards working 
capital. During 2000-01 , DPT transferred Rs.l.38 crore making the total 
transfer Rs.2.18 crore. From the initial advance, ASIRVAD commenced the 
work of construction of rice park in September 1999. The construction was 
completed in July 2000 at a total cost of Rs.1.73 crore. The rice mill had a 
capacity of24 MT per day for two shifts. 

Though ordinary variety of paddy alone could be processed in the modern rice 
mill, ASIRVAD purchased 112.54 MT of Basmati paddy costing Rs.l6.88 
lakh in June and November 2001 and stored it in the godown of the mill. 
Basmati paddy is not normally grown in the state and the Basmati paddy 
purchased was that grown in a few places on experimental basis during 2001. 
To process the Basmati paddy, ASIRV AD decided (March 2002) to install a 
Basmati rice plant in the rice room and fmished goods godown of the modern 
rice mill instead of constructing a separate building. However, during May 
2002, commercial production of modern rice mill commenced and 105 MT of 
ordinary variety of paddy was processed till October 2003. Thereafter, the unit 
was closed and installation of Basmati plant with capacity of 2 MT per hour 
started (November 2003) which was completed in May 2005 at a cost of 
Rs.11.44 lakh. During trial run conducted from 23 August to September 2005, 
a quantity of 2.05 MT of Basmati paddy was processed and it was found that 
the rice produced was of poor quality and had no commercial value. Therefore 
commercial production did not start. 

ASIRV AD could not operate the modern rice mill from November 2003, since 
the Basmati plant was installed in the same building as that housed the modem 
rice mill. Even, the Basmati plant which rendered the modem rice mill non
operational, could not be operated from September 2005 onwards as the 
Basmati paddy already in stock of ASIRV AD was in such a bad condition that 
it could not be processed. Further, as Basmati paddy was not normally grown 
in the state it was not fmancially viable to operate the Basmati plant. The 
injudicious decision to install Basmati plant to process Basmati paddy grown 
in the state on an experimental basis led to closing down the rice park 
resulting in unfruitful expenditure of Rs.2.23 crore (including Rs.0.05 crore 
transferred in November 2004). Besides, intended employment opportunities 
to SC beneficiaries were denied for the past five years. 
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This could be attributable to the injudicious decision of the DPT to hand over 
the construction and working of the rice park to ASIR.V AD without proper 
monitoring and control on its working. 

Government admitted (December 2007) that there was some flaw in the initial 
planning and steps were taken to lease out the plant on condition that 
employment should be provided to SC beneficiaries. Further developments 
were awaited (March 2008). 

4.5 Excess release of General Purpose Grant leading to dh ersion 
of plan funds for non-plan expenditure- Rs. I .29 crore. 

Allotment of General Purpose Crant to the Corporation of Koehl during 
2005-06 without deducting the amount already allotted resulted in release of 
funds in excess of budget provision leading to irregular diversion of plan funds 
of Rs.l.29 crore for payment of salary and other non-plan expenditure. 

An amount of Rs.7.01 crore was provided in the State Budget for 2005-06 
towards General Purpose Grant(GPG) to the Municipal Corporation of Kechi 
(MCK). The Director of Urban Affairs (DUA) released (July 2005) the first 
instalment of Rs.l .29 crore to the Corporation. Though the Corporation was 
entitled to receive only the balance amount ofRs.5.72 crore, the DUA released 
(September 2005) Rs.7.01 crore by mistake without deducting first instalment 
of Rs.l.29 crore already released. Thus a total release of Rs.8.30 crore was 
made against the budgeted provision of Rs.7.01 crore. Tllis resulted in excess 
release of Rs.l.29 crore to the Corporation. 

During October 2005, DUA noticed that the entire budget allotment of GPG 
for 2005-06 was released by mistake to all Urban Local Bodies (ULB) in the 
state without deducting the amount already released. Accordingly, DUA 
directed (October 2005) Secretaries of all ULBs to surrender the allotment 
letters issued to them and to obtain fresh allotment letters. The Corporation 
immediately intimated their inability to remit the amount as it had been 
already spent for the expenses connected with pay and allowances, pension, 
works and maintenance. This argument of the Corporation was not justifiable 
as they were not entitled to draw amounts in excess of the budget provision 
even though release order authorised excess amount. Upon this, DUA directed 
(January 2006) the Corporation to remit back the excess amount of Rs.l.29 
crore released to them. As the amount was to be refunded to the Government 
Account before the close of the fmancial year, permission was sought for 
(March 2006) from the Government to divert Rs.l.29 Crore from Plan funds. 
As permitted by the Government (31 March 2006) the Corporation refunded 
(March 2006) the amount by diverting Plan funds earmarked for 
implementation of three projects. This tantamounts to diversion of plan funds 
of Rs.l.29 crore for payment of pay and allowances, pension and expenditure 
on works and maintenance which were not included in the annual plan 
approved by the District Planning Committee. The failure of DUA in 
restricting the allotments to the ULBs . within the budget provision led to 
incurring expenditure exceeding budget provision by MCK. MCK also should 
have restricted their expenditure in accordance with the amount entitled to 
them as per budget failing which diversion of plan funds for pay and 
allowances and other forbidden expenditure took place. 
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The matter was reported to Government in November 2007; reply is awaited 
(March 2008). 

4.6 Unfruitful expenditure of Rs.64.4S lakh on construction of a 
brid e and a roach roads 

A bridge across Kannadichal1 constructed in January 2002 in Kumarakom 
Grama Panchayat could not be used as the approach road sank twice despite 
technical feasibility study carried out by Government Engineering College, 
Thiruvananthapuram. 

A bridge across Kannadichal in Kumarakom Grama Panchayat was 
constructed (January 2002) under MP's Local Area Development Scheme, at a 
cost of Rs.33 .91 lak:h. The Block Development Officer, Pallom was the 
implementing officer of the project. The construction of approach roads on 
both ends of the bridge was not included in this work. During 2001-02, the 
District Panchayat, Kottayam (DP) undertook the construction of approach 
roads of the bridge under three works which were entrusted to the beneficiary 
committee for execution. Though a total amount of R.s.ll.43 lak:h was paid, 
the works were not completed for reasons as stated below:-

Nameofwork 
No and date of Amount Reason for non-completion 
a~recment paid (Rs) 

Construction of 38/EEJDPK/ 1,92,Y79 When the works were progressing, 
Approach Road on 0 1-02/dated the approach road at a length of 
southern side 24 December 2001 40 metres sank by 3 metres on 22 
Construction of side 163/EEJDPK/DF/ 2,72,785 July 2002 causing damage to the 
protection wall on 01-02 dated side protection wall. 
southern side 30 March 2002 
Construction of I 05/EEJDPK/DF/ 6,77,015 As the convenor did not execute 
Approach Road on 01-02 dated balance work after payment of third 
northern side 10 March 2002 part bill, DP terminated the contract 

in December 2004. 
Total 11,42,779 

The construction of approach road and construction of side protection wall on 
the southern side of the bridge was not completed as the approach road sank 
on 22 July 2002. Taking up the work without conducting a detailed soil 
investigation to study subsoil conditions of the site resulted in sinking of the 
approach road. One and a half years after sinking of the approach road on the 
southern side was noticed, DP conducted a detailed soil investigation at the 
site through the Department of Civil Engineering of Government College of 
Engineering, Thiruvananthapuram during January 2004. Standard penetration 
test by taking three bore holes at depths of about 20 to 21 metre conducted by 
the Engineering College revealed that the soil even at that depth was of poor 
resistance and there was water table near the ground surface. Ignoring the 
weakness of sub soil even at the depths of 20 metre, the Engineering College 
recommended (March 2004) to install sand piles only at a depth of 10 to 12 
metre with a spacing of about 1.50 metre centre to centre. Based on this 
recommendation an estimate for R.s.26.78 lakh was prepared for 

1 A rivulet 
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reconstruction of the approach road and the side protection wall which 
contained provision for sand piles of a total length of3350 metre at an average 
depth of 10 to 12 metre costing Rs.10.85 lak:h. The project was approved by 
the District Planning Committee on 20 May 2005 and technical sanction 
accorded on 23 May 2005 for Rs.26.83 lak:h. The work was awarded to a 
contractor at estimate rates who executed the agreement on 23 November 
2005 and commenced the work immediately. The work executed by him was 
measured on 3 March 2006 and accordingly part bill for Rs.19.11 lak:h was 
paid. When the work was progressing further, the embankment constructed for 
the approach road sank again (24 May 2006) displacing the sub soil to the 
nearby canal forming an island almost filling the canal as seen in the photo of 
the site given below: 

View of sunken approach road at Kannadichal 

Non-conducting soil investigation before taking up the project during 2001-02 
resulted in sinkage of embankment twice. There was visible contradiction 
between the findings of the soil study and the recommendations made by the 
Engineering College. The study revealed that sub soil even at a depth of 20 
metres was very weak whereas the recommendation was to install sand piles 
only at a depth of 10 to 12 metres. The failure of the District Level Technical 
Committee chaired by an Executive Engineer to identify the contradiction 
resulted in non-prescription of piles upto a depth where hard strata of soil was 
present. This eventually led to sinkage of the embankment again and 
unfruitful expenditure of Rs.64.45 lak:h (33 .91 + 11.43+19.11) incurred on 
construction of the bridge and approach roads as the bridge constructed in 
January 2002 could not be used for the last six years. 

The matter was reported to Government in November 2007; reply is awaited 
(March 2008). 
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Fraud committed by the staff of Arattupuzha Grama Panchayat in 
connivance with convenors in arranging works relating to Tsunami 
relief, detected in audit. 

The District Rural Development Agency, Alappuzha accorded 
administrative sanction (August and November 2005) for 12 projects for 
reconstruction of roads as part of tsunami relief works under Special 
Component of Sampoorna Grameen Rozgar Yojana in Arattupzha 
Grama Panchayat (GP) in Alappuzha District at a total estimated cost of 
Rs.60.63 lakh. Of this, Rs.31.84 lakh was cash component and Rs.28.79 
lakh was food grain component. The works were entrusted to beneficiary 
committees as per agreements executed during October/November 2005. 
The Project Officer (PO), DRDA, Alappuzha accorded sanction (October 
2005) to release food grains of 103.70 MT to the GP in respect of eight 
works. During November 2005, the PO sanctioned release of245.95 MT of 
food grains relating to the remaining four works. Accordingly, the PO 
issued two authorisations to the Secretary of the GP on 28 October 2005 
and 22 November 2005 to lift rice of 103.70 MT and 245.95 MT 
respectively from the Food Corporation of India (FCI) Depot, Alappuzha. 
Based on these authorisations, entire quantity of rice (349.65 MT) was 
lifted by the GP in November 2005. Out of this, the GP distributed 245.95 
MT of rice to the convenors of four works on 30 November 2005 whereas 
the balance quantity of 103.70 MT was neither distributed nor taken into 
stock. 

As none of the convenors commenced the works, the GP issued notice to 
them on 11 September 2006 informing that the cost of food grains issued 
to them would be recovered with interest under the provisions of Revenue 
Recovery Act, unless they commenced the work within 20 days of the 
notice. It was detected in audit that one of the convenors to whom the 
work of "Construction of road from pump house junction to Lakshmi 
House junction" was entrusted on 5 October 2005 was a person who died 
nine years earlier on 14 December 1996. 

Despite 245.95 MT of rice costing Rs.34.03 lakh at the rate of Rs.13837 
per MT being issued to four convenors in November 2005, none of them 
commenced the works even after expiry of more than two years (March 
2008). Issue of food grains to convenors of works which were not even 
commenced and entrusting work to a person who died nine years ago are 
indicative of the fraudulent nature of arranging execution of works by the 
GP in connivance with the convenors. This fraud cost the exchequer 
Rs.34.03 lakh. 

The balance quantity of 103.70 MT of rice costing Rs.14.35 lakh was 
embezzled by a former Upper Division Clerk (UDq of the GP who lifted 
the rice from FCI godown on 24 November 2005. The embezzlement was 
unearthed when one of the convenors who received the notice issued by 
the GP in September 2006 approached (28 September 2006), the 
Ombudsman complaining that no food grains was issued to him as stated 
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in the notice. Based on the verdict of Ombudsman (May 2007) that the 
UDC was responsible for diversion of food grains, Deputy Director of 
Panchayats placed him under suspension. Thus four convenors and a 
former employee of the GP embezzled the entire quantity of 349.65 MT of 
rice costing Rs.48.37 lakh allotted to Tsunami relief works which could 
have been avoided if it was ensured that the rice lifted from FCI had been 
brought to stock of the GP and issue of rice to convenors been regulated 
in accordance with the progress of the work. Further developments were 
awaited (March 2008). 

The matter was reported to Government in December 2007; reply is 
awaited (March 2008). 

Excess expenditure of Rs.45.35 lakh due to wrong adoption of 
market rates 

Adoption of higher market rates in the estimate for supply and installation of 
sodium vapour lamps in Municipal Corporation of Kochi led to excess 
expenditure 

According to Kerala Municipality (Execution of Public Works and Purchase 
of Materials) Rules, 1997 no Municipal Corporation shall commence any 
work unless provision for sufficient funds therefor has been made in the 
budget and Administrative Sanction (AS) obtained from the competent 
authority (Standing committee upto Rs. One lakh and Council exceeding Rs. 
One lakh) and a detailed plan and estimate are prepared and Technical 
Sanction (TS) obtained from the competent authority (competent engineer of 
the Electrical Wing of Public Works Department (PWD) in the case of 
electrical works exceeding Rs.6.50 lakh). Further, tenders should be invited if 
a work was executed through a contractor and Notice Inviting Tenders (NIT) 
should be published in the office notice board of the Corporation and in the 
offices of the PWD and in news papers (in two Malayalam dailies having 
circulation ali over the state and in an English daily having circulation at 
National level compulsorily in respect of works with estimated cost exceeding 
Rs.50 lakh). However, it was observed in audit that Municipal Corporation of 
Kochi (MCK) did not follow the above procedures while arranging the works 
of supply and installation of Sodium Vapour Lamp (SV Lamp) for street 
lighting during the period from 2002-03 to 2006-07 as shown in the table 
below: 
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114 95;88 143 127. 126.15 

250 230.48. 260 2 262 . 270.61 

162 . 148.48 178 170 171.30 
.. 

263 236.88 274 273 257.00 

888 787.08 60 920 7 943° 933.54 

Though the estimated cost of the work each year was more than Rs.50 lakh, 
the works were split into 987 works of which 888 works(89.97 per cent) were 
costing less than Rs. One lakh. As a result of this irregular splitting of works, 
MCK could avoid obtaining AS from the Corporation Council and TS from 
Electrical Wing of PWD and publishing the NITjn two Malayalarri daill.es 
having circulation all over the state and in an English daily having circulation 
all over India. This led to inclusion of incorrect rates in the estimates and poor 
response from the contractors. More than two tenders were receiveci only in 
respect of7 out of987 (0.71 per cent) wqrks and only on~ tender was received 
in respect of 60 works. Due to non-publishing the NIT in newspapers and the 
resultant low response from contractors, 985 works out of 987 were to be 
awarded at 35 to 42 per cent above estimate rates. From the above, it was 
evident thatthe whole process ofarranging the works costing about Rs.lO 
crore during the period was vitiated. 

As a result of avoiding scrutiny . of estimates by. competent authorities, 
exorbitant rates for SV Lamp were included in the estimates. As the rates for 
SV Lamp street light fittmg with complete accessories were not provided in 
the PWD Schedule of Rates, market rates were adopted· by MCK dming the 
period from 2002-03 to 2006-07. It was however; noticed· in audit t;ll~t the 
rates adopted were much higher than the rates at which a neighbouring · 

. Municipality (Aluva) purchased SV ·Lamps and fittings during 2004-05 as 
shown below: 

150 Watts 4135. 2850 1285 . 45.09 2938 3775330 

250 Watts 4655 3090 1565 56.64.. . 107 . 167455 

Total . 4535455 

• Estimated cost of 44 works were not available. 
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There·· was nothmg on ·record to slimy·_how MCK ascertained the abov~ 
mentioned· mal'ket -rates·. Thus, the· splitting ·of work to avoid the laid down 
tendering procedur~s resulted in adoptiort of wrong m.arketrates. This led t() 
excess expenditure ofRs.45.35lakh ~n284 test checked' cases. 

- (Jove~ent stat~d (February 2008) that work w~s split into s.everal works as .. 
th~ pr()posals for installation were on the basis of divisions; ''this argument is 

. not tenable as the number of Works arranged each ·year \vas ··more than the 
immber or divisions (71) in> MCK. . Besides, there was no- difficulty in 

. consolidatmg the proposals received from each division. before arranging the 
work. It was also mentioned in the reply that market rate provided by MCK 
was for reputed and quality products whereas the other local body would have . • 
purchased iteins of lesser quality. This is also. not tenable as the Aluva · 
Municipality purchased fittings manufactured.' by reputed companies such as 
GE and Ravels: · . . . . . . . 

· I Npn:,.realisatio~ of value of sand extracted ·by_ contractol:·ledto undue 'benefit to 
· .the contractor m Aruvappulam Grama panchayat ._. . .. -· .. 

... ·-; 

Aruvappulari:l Grama.Pam;hayat (GP) extracts sand fi~oin the following three 
stretches of the Achankoyil River which flowsthrougll: the GP. 

1 . Frol11 Konnoiunuzhi kadavu* to.Thottamuzlii kada~ 
2 . From Thottamuzhi kadavu _to V attappara ka;:lavu 
3 Fro in V attappar* kad~vu to Aruthakandarn :kadavu 

During 1999:.2000, the GP arranged extraction ofsruid through two distinct 
. systenis viz. permit and auction systems~ ·l}nder permit syst~m, permits. were . 
isstu~d every day for extracting a specific quantitY of:sand- on>r~.::alisation of 

. permit fee as , fixed by . the GP. Extniction oi saD.d could be iestricted or •. · 
nigulated bythe GP underthis system as it was done under close supervision 
of:the GP and~based on permits issued whereas rihcle:r auc.tiori system, the 
successful bidder could extract sand without any restriction duriJ:lg. the. whole 
year causing environmental hazards such as. gzymg up of rivers; soil erosion, ·· 
etc.· The GP auctioned (16· February) tlie right for extraction ofsand froin the. 

· · first stretch ~hove for Rs.27 lakh as against permit ·syste1n fbllowed in the 
. remaining tWo. stretches. Jhe contracto!r. remitted 25 per cent( of the quoted 
amount (Rs.6,75lakh) to the GP in Mitn?h)999 ip.cluding the Earnest Money 
.deposit ofRs; tWo lakhalreadyremitte? <>ntheauctionday, ·-, .•·.•. · 

.As the indis()rimn;ate sand minn_;_g :under auction system 
1
,\\'()uld cause 

·. en~i~()nmental problems, local-residents :filed ~- complanit(7 Jline 1999) before 
jhe GP andthe GP foundtliattlie compilailitswere g~nuine and ii.ppointed (11 

. June 1999) a sgb committee to study various aspects ·involved: l3asedon t.~e 
report. of the suh committee, the G.P decided (30 Jup.e 1999) t\J <;ancel the 
auction andc:tci extract sand .under perinit system as pone iri. th;e I"emaining . 

. stretches. How~ver, the GP dld.not implementthedecision: . 
• • ·- . 0. ; - • ; 

• Kadavu-A river bankor water body wherere~1oval ofsand is carried out. 
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The petitioners filed ~.Original Petition (August 1999) before the Honourable 
High Court alleging that the contractor was extracting sand indiscriminately 
and requesting for issue of direction to the GP to implement their decision and 
to regulate collection of river sand on a permit basis. The Honourable High 
Court on 8 September 1999 directed the GP to implement their deCision dated· 
30 June.1999 and accordingly the GP cancelled the auction on 20 September. 
1999 and refunded (22 September 1999) the amount ofRs.6.75lakh deposited 
by the contractor. As the contract was valid from 1 April 1999 to 19 
September 1999 (172 days), the proportionate bid amount based on the 
number of days of validity of contract should have been realised from him. 
However~ no amount was realised. This resulted in loss of revenue of 
Rs.12.72.:;. lakh leading to undue benefit to the contractor, besides 
indiscriminate sand mining leading to irreparable damage to the environment. 
Unless orders preventing LSGis from sand extraction from rivers under 
auction system are issued, indiscriminate sand extraction would continue 
causing environmental hazard. 

The matter was reported to Government in December 2007; reply is awaited 
(March 2008). 

/ 

Plan fund meant for providing house plots and houses to purambokku * 
dwellers was dive1ied by MCK for liquidating loan liability of beneficiaries 
of housing scheme implemented by Greater Cochin Development Authority. 

Municipal Corporation of Kochi (MCK) during 2005..:06 formulated a project 
for providing house plots and houses to 264 BPL beneficiaries residmg in 

· purambokku land for IIl.Ore than 10 years ata total outlay ofRs.l.58 crore. The 
project envisaged providing assistance of Rs.20000 (Plan funds) for 
purchasing land and Rs.40000 for construction of house in the land so 
purchased, under Valmiki Ambedkar Awas Yojana:"' (VAMBAY). The 
District Planning Committee (DPC) approved the project on 8 June 2005 .. 

Instead of implementing the project, MCK call~ for (November2005) the list 
of defaulters of housing schemes for slum dwellers. already implemented by 
the Greater Cochin Development Authority (GCDA) during. 1979-1981. In 

·response, GCDA furnished (December 2005) a statement showing the names 
of 279 benefici<¢es and the amount of arrears due to be remitted ·by them to . 
GCDA. Accordingly, MCK remitted (15 March 2006) Rs.27.87lakh out of the 
amount of Rs.52.80 lakh earmarked for ·the purchase of house plots for 
purambokku dwellers without the approval of Corporation Council. The 

. Corporation Council took a decision for remitting the amount to GCDA only 
after three months·(27 May 2006) which had no approval of the DPC either. 
The payment of amount defaulted by the beneficiaries of a housing scheme 
implemented by GCDA was unauthorised and irregular. As a result of this .. . \ 

.. (Rs~27lakh I 365 days) x 172 days= Rs.l2.72lakh 
• Unassessed lands which are the property of Government or used/reserved for public 
purpo.ses. · 
.. A Centrally Sponsored Scheme for providing houses to urban poor. 
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diversion, the project for providing house plots and houses to purambokku 
dwellers below poverty line could not be implemented. Besides, the funds 
provided by Go I for implementation of V AMBA Y could not be utilised. 

MCK replied (January 2008) that land was not available in the area at the rate 
of Rs. l 0000 per cent and hence the project was not viable. This indicated that 
the formulation of the project itself was defective which led to the diversion of 
funds. 

The matter was reported to Government in December 2007 and reply awaited 
(March 2008). 

Thiruvananthapuram, 

The ~ :r "'0 'Lo o @. 

(S.NAGALSAMY) 
Principal Accountant General (Audit), Kerala 

Countersigned 

New Delhi, 

The l\ ~"J (VINOD RAI) 
Comptroller and Auditor General of India 

• 
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Appendix-I 
Statement showing details of allocation and utilisation of Centrally Sponsored Scheme Funds 

(Reference to Paragraph 1.11.8, Page 13) 

- Distribution to LSGis Total ~ Funds utili~ed l'-1 
" , , 

Opening 
Name of Scheme Ccntr:~l State available 

No Bnlancc 
Shnrc Shan• 

Total fund by UiGis 

Funds distributed through District Rural Development Agencies (DRDA) 

I Swama_iayanthi Grama Swarozgar Yojana (SGSY) 1.13 19.95 6 65 26.60 27.73 27.18 

2 Indira A was Yojana (lAY) 4.56 55.57 18.52 74.09 78.65 70.63 

3 
Swama Jayanti Grama Swarosgar Yojana (Special 0.04 10.96 3.51 14.47 14.51 11.50 
Proiec.!L_ 

4 Sampoorna Grameen Rozgar Yojana (SGRY) 11.70 74.62 24.13 98.75 110.45 102.41 

5 Total Samtation Campaign(TSC) 5.39 2.62 2 77 5.39 10.78 10.62 

6 Integrated Wasteland Development Programme (1WDP) 8.21 2.40 0.24 2.64 10.85 2.75 

7 
National Rural Employment Guarantee Scheme 8.38 42.88 5.76 48.64 57.02 28.03 (NREGS) 

Tota l 39.41 209.00 61.58 270.58 309.99 253.12 

funds distributed by Director of Urban Affairs (DUA) 

8 
Integrated Development of Small and Medium Towns 

0 3 24 1.92 5.16 5.16 1.93 (1DSMT) 

9 
Jawaharlal Nehru Nation:1l Urban Renewal Miss1on 

0 101 37 9.48 110.85 110.85 7.56 (JNNURM} 

Total 0 104.61 11.40 116.01 116.01 9.49 

Funds distributed by Kudumbasrec -State Poverty Eradication Mission (SPEM) 

10 Swamajayanthi Shahari Rozgar Yojana (SJSRY) 13.46 6.39 2.13 8.52 21.98 9.52 

II Nationa l Slum Development Programme (NSDP) 11 .93 0 0 0 11 .93 5.25 

12 Valmiki Ambedkar A was Yojana (VA MBA Y) 38.37 3.09 1.55 4 .64 43.01 15.59 

Total 63.76 9.48 3.68 13.16 76.92 30.36 

Grand Total 103.17 323.09 76.66 399.75 502.92 292.97 
---- ------- ------- -- - ------------ -------------- -
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Balance Percentage of 
utilisation 

0.55 98.02 

8.02 89.79 

3.01 79.26 

8.04 92.72 

0.16 98.42 

8.10 25.35 

28.99 49.16 

56.87 81.65 

3.23 37.40 

103.29 6.82 

106.52 8.18 

12.46 43.31 

6.68 44.01 

27.42 36.25 

46.56 39.47 

209.95 58.24 
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Appendix-ll 

List of Local Self Government Institutions audited under Supplementary 

Audit during 2006-07 

(Reference to paragraph 2.9.1, Page 24) 

SINo Name ofLSGis Year 
1. Alakode G.P 2003-04 
2. Anchal G.P 2003-04 

3. Anchuthengu G .P 2003-04 

4. Arakulam G.P 2002-03 

5. Arak:uzha G.P 2002-03 

6. Aryanad G.P 2002-03 

7. Athirampuzha G.P 2001-02 

8. Attingal Municipality 2000-01 

9. Avinissery G.P 2002-03 

10. Ayyankunnu G.P 2001-02 

11. Bharanikavu G.P 2004-05 
12. Bison Valley G.P 2002-03 

13. Chathamangalam G.P 2002-03 

14. Chemmanad G.P 2000-01 

15. Cherpu G.P 2001-02 

16. Cheruvannur G.P 2001-02 

17. Edakkattuvayal G.P 2000-01 

18. Edamulackal G.P 2000-01 

19. EdathuaG.P 2001-02 

20. EdavakaG.P 2000-01 

21. Elakamon G.P 2003-04 

22. Elikulam G.P 2001-02 

23 . Emakulam District Panchayat 2001-02 

24. Eruthenpathy GP 2001-02 

25. Ezhumattoor G.P :r· . .)-04 

26. Kadanad G.P 1001-02 

27. Kadapla rnattom G.P 2002-03 

28. Kaduthuruthy G.P 2001-02 

29. Kalliyoor G.P 2001-02 

30. Kanjikuzhy G.P 2000-01 
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SINo Name ofLSGis Year 
31. Karassery G .P 2002-03 

32. KelakamG.P 2001-02 

33. KolazhyG.P 2003-04 

34. Kollam District Panchayat 2000-01 

35. Kottayi G.P 2001-02 

36. Kozhikode Corporation 2001-02 

37. Kozhikode District Panchayat 2001-02 

38. Kuzhuppilly G.P 2002-03 

39. MankaraG.P 2003-04 

40. Makkaraparamba G.P 2003-04 

41. MaradyG.P 2000-01 

42. MarangattuppiUy G.P 2002-03 

43 . MararikuJam G.P 1999-00 

44. MathurG.P 2000-01 

45 . Meenangadi G.P 2000-01 

46. Mookkannur G.P 2002-03 

47. Mutholi G.P 2003-04 

48. Mynagapally G.P 2003-04 
49. Neezhoor G.P 2002-03 

50. Nilambur Block Panchayat 2003-04 

51. Oachira G.P 2002-03 

52. OttoorG.P 2003-04 

53. Pallikkunnu G.P 2001-02 

54. Pallivasal G .P 2002-03 

55. Pampadumpara G.P 2002-03 

56. Pampady Blcok Panchayat 2003-04 
57. PangodeG.P 2003-04 

58. Paralam G.P 2000-01 

59. Pattazhi Vadakekara 2000-01 
60. Pazhayakunummel G.P 2003-04 

61. Peralassery G.P 2001-02 

62. Peravoor G.P 2001-02 

63. Peringalam G.P 2002-03 

64. Peringamala G.P 2001 -02 

65. Perumbavoor Municipality 2000-01 

66. Perumpadappu G.P 2002-03 
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_ShNo Name ofLSGis 
.67. Pookkottur G,P 

.. 68. . - Poonjar, Thekkekara G.P 
69. Poruvazhy G.P 
70. Pudussery G .P 

. 

71. Puzhanthi G.P 
_c 

72; Ranniangadi 
-· ·-· -. 

73. TeekoyG.P 
-· . --· ---·· -- --.-

74. Thevalakkara G .P 
----- -- ··---- ---- -- .... .. 

75; Thiruvalla Municipaiity 
-- -

76; Thiruvatiur oJ> 
- --.-

77, Thiruvegapura G.P 

78. ThodupuZha Municipality 

79. Thrikkunnapuzha G.P 

80. Thripunithura Municipality· 

81. T riprangottoor 
·-

,_82. tJdumbanoor GP 
83. Uzhavoor Block Panchayat 

84. VakkomG.P" 

85. . Vannappuram G.P 
86. Vattavada G.P 

87. Vazhakkad G .P 

88. Veliancode G:P 

89. Velliamattom G .P 

90. Velloor G.P 

91. Vithura G.P 
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Year 
2003-04 

2001-02 
2002-03 
1999~00 

2001~02 

2002-03 --
·-

2003-04 

2002-03 . 

2001-02 

2000-01 

2002-03 

2002-03. 

2002-03 
·-

1999-00 

2001-02 

2003~04 

2003-04 

2002-03 

2002-03 
2001-02 -

2002-03 

2003-04 

2003-04 

2001-02 

2002-03 



Appendices 

Appendix- Ill 

List of LSGis in which irregularities relating to Cash Book were noticed 

(Reference to paragraph 2.10.1, Page 24) 

LSGis 
LSGis LSGis 

LSGis 
which 

which which 
which did 

Sl maintained 
did not did not 

not 
No 

Names ofLSGI Year 
more than 

close close 
physically 

cash cash 
one cash 

book book 
verify 

book 
dailv monthly cash 

I Ala.kode G.P 2003-04 ../ ../ ../ 

2 Anchal G.P 2003-04 ../ 

3 Anchuthengu G.P 2003-04 ../ ../ 

4 Arakulam G.P 2002-03 ../ 

5 Athirampuzha G.P 2001-02 ../ ../ 

6 Attingal Municipality 2000-01 ../ ../ 

7 Avinissery G.P 2002-03 ../ ../ ../ 

8 Ayyankunnu G.P 2001 -02 ../ ../ ../ 

9 Bison Valley G.P 2002-03 ../ 

10 Cbathamangalam G.P 2002-03 ../ 

11 Cheruvannur G.P 2001-02 ../ ../ ../ 

12 Edakkattuvayal G.P 2000-01 ../ ../ 

13 Edamulackal G.P 2000-01 ../ ../ 

14 EdatbuaG.P 2001-02 ../ ../ 

15 Erutbenpathy GP 2001-02 ../ ../ ../ ../ 

16 Ezhumattoor G.P 2003-04 ../ ../ 

17 Kadanad G.P 2001-02 ../ ../ 

18 K.adapla mattom G.P 2002-03 ../ ../ ../ 

19 Kalliyoor G.P 2001-02 ../ ../ ../ 

20 Kanjikuzhy G.P 2000-01 ../ ../ ../ 

21 Karassery G.P 2002-03 ../ ../ 

22 Kelakam G.P 2001-02 ../ 

23 KolazhyG.P 2003-04 ../ 

24 Kollam District 2000-01 ../ ../ ../ ../ 

Pancbayat 
25 Kottayi G.P 2001-02 ../ ../ 

26 Kozhikode 2001-02 ../ 

Corporation 
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LSG[s LSGis LSGis 
LSGJrs 

which 
which which 

which did 
SA I·· Year maintained 

did not did ri.ot 
not .. Names·ofLSGI · close ·dose -·No more than physically 

cash cash 
one cash 

book book 
verify 

book daily monthly cash 

27 Kozhikode District 2001-02 ./ ./ ./ 

Panchayat 
--

28 Kuzhuppilly G .P . 2002-03 ./ 
' 

29 Makkaraparamba G.P · 2003-04 ./ ./ ./ 

30 . Marangattuppilly G.P 2002-03. ./ ./ ./ ./ 

31 MathurG.P 2000-01 ./ ./ 

32 MookkannurG.P 2002-03 ./ . ' ./ 

33 MutholyG.P 2003~04 ./ ./ 

34 Mynagapally G.P 2003,.04 ./ ./ ./ 

35 Nilambur Block 2003-04 ./ 

·Panchayat 
36 Pallikkunnu G.P 2001-02 ./ .. '../ ./ 

.37 Pallivasal G.P I·. 2002-03 ./ ./ ./ 

38 Pampadumpara G .P 2002-03 ./ 

39 Pampady Block 2003-04 ./ ./ 
Panchayat 

40 Pangode G.P 2003-04 .· ./ '../ ./ · .. 

41 Peralassery G.P 2001-02 ./ 

. 42 Peringammala G .P 200F02 ./ 

43 Perumbavoor 2000-01 ./ ./ ./ 
Municipality 

44 .. Perumpadappu G.P 2002-03 ./ 

45 Pookkottur G.P 2003-04 ./ 

46 Poonjar Thekkekara 2001-02 . ./ ./ ./ 

G.P 
47 Poruvazhy G.P · 2002-03 ./ ./ ./ 

48 Pudussery G.P 1999-00 ,( ./ 
. . 

49 Thevalakkara G.P · 2002-03 ./ .. ./ 

'50 Thiruvallur G.P 2000-01 ./ 

51 Thodupuzha '2002-03 ./ 
~--

Municipality -
52 Thrikkunnapuzha G.P . 2002-03 ./ ./ 

53 Thripunithura 1999-00 ./ ./ 

· Municipality 
54 VakkomG.P 2002-03 ./ ./ ./ ./ 

55 V annappuram G.P 2002-03 ./ 
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. LSGis L§G][s LSGJJ:s 
LSGh 

·whlch wb.iiclhr whlcb. 
wb.iich diid 

Sll m:aiiJrn.tamed · diid Jrn.Ot dJid llli.Ot 
n.ot 

'No Names ofLSGll Year· 
more thaJrn. close eRose 

physlicalllly .caslbt · caslbt oJrn.e caslbt 
lblook · li>ook verJify 

lbook 
daiRy mollll.tlbtlly caslbt 

56 Vattavada G.P 2001-02 .,(· 
-

57 VaZhakkad G.P 2002-03 .,( .,( 

58 Veliancode G.P 2003-04 .,( .,( 
. 

59 Velliamattom G;P 2003-04 .,( .,( .,( 

60 VelloorG.P 2001-02 .,( 

61 Vithura.G.P 2002-03 .,( .,( 
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Appendix- IV 
. - . - -.- - . . . - -. 

Llist of LSGJis in wllliclll irregularities relating to preparation/maintenance/forwarding of 
- -

Budgets/ AJFSs/Audit Reports were noticed (Reference to paragraph 2.11.3, Page 25)-

I 

Delay of 

- LSGis LSGis 
LSGisin whicln more 

which which 
delay of more than.six 

SINo Names ofLSGI Year prepared!- ~forwarded_ thallll one yea~ - months in 

' umreallistic incomplete 
was noticed in · 'issui.ng 

forwairdmg Audit 
I Budget AFS 
I . AFS toULFA Report · 
! - byDLFA 

I 1 AlakodeG.P 2003-04 ../ '../ 
! 2 Anchal G.P 2003-04 ../ ../ -

'".-

3 Anchuthengu G.P 2003-04 ../- ../ -- --::-
I 
I 

4 Arakulam G.P 2002-03 ../ ../ 

5 Athirampuzha G.P 2001-02 ../- _../ ..{ 

6-- Attingal Municipality 2000~01 ../ 
--

../ 
---

7 .Avinissery G.P 2002-03 ../ ../ ./ . 
--

8 Ayyailkunnu G.P- 2001-02 ../· ../ 
. 

9 Bharanikcavu G.P 2004-05 ../ . . 

10 Bison Valley G.P 2002-03 c../_ 
- _-_ 

1-1 Chathiunangalam G.P 2002•03 ./ 

12 Cherpu G.P 2001"02 ../' ../ ../ 

'13 Cheruvannur G.P 2001-02 ./ ../ 

14 Edakkattuvayal G.P 2000-01 ../ ./ 
; 

15 Edamulackal G.P 2000~01 ../ ../ 
·-

16 Edathua G.P 2001~02 
- ../ ./ ../ -
-

17 Elikulam G.P 2001~02 ../ -
- -. 

18 Emakulam District 2001-02 ./ 
Panchayat 

'19 Eruthenpathy GP - 2001-02 I ../ ./ 

20 Ezhumattoor G.P 2003-04 ./ ../ 
· . 

21 KadanadG.P 2001-02 - ./ ./ 

- 22 Kadaplamattom G,P 2002-03 ..( - i .-

23 Kaduthuruthy G.P 2001-02 ./ ../ ./ 
- __ . 

24 Kalliyoor G.P- · ·- 2001-02 ./ ../' 
. 

-

25 Kanjikuzhy G.P 2000-01 -../ ../ -- ./ _-

26 l(arassery G.P 2002-03 ./ - .· 

27 Kelakam G.P · 2001-02 . - ../_ . ./ --
--. :_ 

28 KolazhyG.P 2003-04. ../ 
- . . 
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Delay.of 

lLSGXs JLSGJ!s 
lLSG][s i111 which more 

wll!idn whiclln· 
dlclay of mo1re tllnarn six 

SllNo. Names of lLSGX Year ·p~repared forwarded! 
_ tlnan ollie year months nnl 

urn realistic nxncompiete 
was lllotieedl.illl issillilllg 

Bllldlget AJFS 
forwarding Audit 

AJFS to DlLJFA ReJPiort 
-- > : ll>y DJLJFA 

29 .. Kollam District 2000-01 ../· ../ 
Panchayat 

_. 

-

30 Kottayi G.P 2001-02 ·.,j'- ../ 

31 Kozhikode Corporation _ ·2001-02 ../ 

32. Kuzhuppilly G.P · 2002-03 ·-../ 1· 

33 Mankara G.P · . 2003-04 ../. 

34 Makkaraparamba G.P 2003-04 ../ 

35 MaradyG.P. 2000-01 ../- ../ .-

·-
-36 Marangattuppilly G.P 2002-03 . ../ ~- . 

. 

37 MathurG.P 2000-01 -../ ../ 

38 Meenangadi G.P 2000-01 ../ 

39 Mookkannur G.P 2002-03 ../ ../ 

40 MutholyG.P 2003-04 ../ 

41 Mynagapally G.P 2003-04 ../ ../ ' 

42 Neezhoor G.P '2002-03 ../ -

.43 Nilambur Block 2003-04 . ../ ../ 
Panchayat 

44 Pallikkunnu G.P 2001-02 ../ ../ 
-

45 Pallivasal G.P . 2002-03 ../ - ../ 

46 Pampadumpara G.P 2002-03 ../ ;j' ../ 

47 Pangode G.P 2003-04 ../ 

48 ParalamG.P . 2000-01 ../ ../ 

49 Peravoor G.P ' 2001-02 ../ 

50 Peringalain G.P 2002-03 ../. 

51 Peringarnmala G,P 2001-02 '../ ../ ../ 

52 Perumbavoor 2000-01 ../ 
Municipaiity . 

53 Perumpadappu G.P 2002~03 ~;, 

- ../ 

54 Poonjar Thekkekara G.P 2001-02 ../ ../ ../ 

55 Poruvazhy G.P · 2002-03 ../ 

56 PuzhanthiG.P 2001-02 :./ ../ . ·-
57 TeekoyG.P 2003-04 ./ 

58 Thevalakkara G.P .2002-03 ../ ../ ../ 

59 Thiruvalla Municipality 2001-02 ../ ../ 

60 Thiruvallur G.P 2000-0l ../ ../ 
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Delay of 

LSGis LSGis 
LSGis in which more 

which which 
delay of more than six 

$1No Names of LSGI Year prepared forwarded 
than one year months in 

! unrealistic incomplete 
was noticed in issuing 

Budget AFS 
, forwarding Audit 
AFStoDLFA Report 

bvDLFA 
61 Thodupuzha 2002-03 ./ 

Municipality 

i 
62 Thrikkunnapuzha G .P 2002-03 ./ ./ 

' 
63 Thripunithura 1999-00 ./ ./ ./ 

Municipality 
64 Triprangottoor G.P 2001-02 ./ 

65 Udumbanoor GP 2003-04 ./ 
66 VakkomG.P 2002-03 ./ 

I 67 Vannappuram G.P 2002-03 ./ ./ ./ I 

68 Vattavada G.P 2001-02 ./ ./ ./ 

69 Vazhakkad G.P 2002-03 ./ ./ 

70 Veliancode G.P 2003-04 ./ 

I 71 Velliamattom G.P 2003-04 ./ ./ 
I 

72 Velloor G.P 2001-02 ./ ./ ./ 

73 Vithura G.P 2002-03 ./ ./ 
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Appenidllix- V · 
· Statement showing dlday lin payment of wages 
· (Reference toJP'angtaplhl3.1.123, Page 45) 

Appendices 
-., zs ~e 56- ?1-&&f =• 

SLNo. GP No. of works test Period of 

1 

2 

3 

4 

5 

6 

7 

8 

1. 

2 .. 

3. 
·4, 
5: 

6. 

7 .. 

checked delay( days) 

Kizhakkenchery ~0 3 to 39 

· Meenangadi 1 - 3 to 12 

V;Tthiri - 25 . 8 to 39 

Muppainad 1 1 to5 

Nenmeni 50. 3 to 13 

Poothady 65 
J. 

18 
-

Meppady 3 19to 56 
... 

Kottathara 26 4 to 14 

Total 191 

Appendlix- VI 
Statement of cakUJtllation of UJtnempRoyment wages 

(Referenice to Paragraplhl3.1.13.:H., Page 46) 

Number of registered households who demanded 1,04,927 
job 
Person days to be generated for piovi~ing 100 104,92,700 
days of employment (lx100) 
Person days actually generated 20,50,075 
Short provision of employment days (2-3) 84,42,625 
No.ofhotiseholds.who were provided employment 537 
~100dzys - · 

No. of households eligible for unemployment 104,390 
wages(1-5) . 
Unemployment allowance payable to 104390 1055328125 
households for 8442625 person days upto each 
household received Rs.12500 
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Sl 
No 

1 

2 

3 

4 

- . -_- _.. - . - ·. Appendix..,.. Vll.I ._- -- •.. -· -- _ · · · . 

Statementshowi:rng excess payment due to tape measumrement 
. . ' (Reference to Paragrapb3 114 3 Page 41) 

. 

Grama Noof _ Amount paid as_ Deduction io be· Amount 
Ptinchaylit · 

-

works made at 15 percent . actually per tape 
measurement (Rs) (Rs) payable·: 

Poothady 22 644293 - 96644 547649 

Nenmeni 2 61293 9194 52099 

·Pulpally 2 . 59153 8873 502~0 

. 

Meenangadi 10 383847 57577 326270 

Total -· 36 1148586 172288 .. 976298 
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Excess 
·payment· 

(Rs) 

. ·. 

96644 

9194 . 

8873 

57577 

172288 
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Sri. M. 
Vijayakumar and Amendment to 

B.Vijayan, 
chapter XI of 

4 Thiruvananthapu Special 
KMBR with 

ram Residential 607.05 2.50 1517.63 47.67 238.35 1755.98 1942.57 186.59 1,86,590 Nil 1,86,590 effect from 

TP2/BA/1692105 5 January 2006 

dated 27 January not taken into 

2007 account 

Sri . A.R Babu, 
Thiruvananthapu . 

: 
ram. 5 
TP I /BA/670/06 

Residential 1133.16 3.00 3399.48 - - 3399.48 4191.62 792.14 7,92,140 6,64, 140 1,28,000 
Exclusion of 
Ramp 

dated 9 
November 2006 
Sri. R. 4492.17 

I 

Ganeshkumar 
Thiruvananthapu 

6 ram Residential 1497.39 3.00 4492.17 - - 4666.68 174.51 1,74,510 Nil 1,74,510 
Short 

TP7 /BA/796/05 collection 

dated I I August 
2005 

Total 3928220 2176453 1751767 



APPENDIX -IX 

List of ULBs which did not receive allotment 
(Reference to Paragraph 3.4.5, Page 86) 

• ULBs which remitted contribution in full but received no allotment from CPF 
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Sl~~! ~~~~t:;~:t~h· ULB 
~{1 1 Period during which no amount was 

'~- -' ._ -- -< allottt'd to ULBs 
38 Thalassery* 2002-03 and 2004-05 
39 Thaliparamba • 2003-04,2006-07 
40 Thiruvalla* 2004-05 and 2005-06 
41 Thiruvananthapuram 2005-06 and 2006-07 
42 Thodupuzha* 2002-03 
43 Thripunithura 2002-03 to 2004-05 and 2006-07 
44 Thrissur• 2004-05 
45 Vaikom• 2006-07 
46 Varkala 2002-03 and 2004-05 to 2006-07 
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Chadayamangalam 

2 Konni 

3 Palhanapuram 

4 Vettikavala 

5 Parakode 

6 Pandalam 

7 Kouarakam 

8 Rrutni 

9 ChengaMur 

10 Kaduthuruthy 

II Vamanapuram 

12 Uzhavoor 

13 Kulanada 

14 Ancha1 

15 Ki1irnanoor 

Total 

Appendices 

APPENDIX - X 

Statement showing funds released by NABARD, transferred to selected 
BPs and lapsed to Government during 1997-98 to 2006-07 

(Reference to Paragraph 3.5.2.4, Page 91) 

18 565.80 282.29 257.41 183.94 73.47 

6 289.28 186.90 188.95 148.72 40.23 48.76 

3 153.25 66.46 95.60 42.46 53.14 7.46 

4 124.31 92.98 50.85 35.92 14.93 8.11 

6 129.58 90.12 79.54 73.61 5.93 5.46 

50.00 49.49 42.97 42.98 (-) 0.01 

8 165.30 102.47 82.39 78.83 3.56 8.97 

9 378.85 147.36 107.19 89.07 18.12 

10 505.23 226.19 233.29 178. 19 55.10 10.91 

4 144.57 83.08 74.33 72.09 2.24 

7 365.26 201.85 152.19 127.11 25.08 33.24 

15 275.86 170.54 147.64 145.39 2.25 

5 154.75 82.15 63.91 49.37 14.54 11.97 

10 312.05 193.41 162.80 147.61 15.19 

4 166.25 110.75 80.55 46.20 34.35 

110 3780.34 2086.04 1819.61 1461A9 358.12 134.88 
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24.88 

(-) 2.05 

(-) 29.14 

42.13 

10.58 

6.52 

20.08 

40.17 

(-)7.1 

8.75 

49.66 

22.90 

18.24 

30.61 

30.20 

266.43 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

Audit Report (LSGJs) for the year ended 3 I March 2007 

APPENDIX - XI 
Statement showing expenditure incurred on incomplete projects during 

1997-98 to 2006-07 in selected BPs 
(Reference to Paragraph 3.5.3.1, Page 92) 

Chadayamangalam 18 12 6 17.90 

KOrtni 6 4 2 70.81 

Pathanapuram 3 2 53.31 

V ettikavala 4 3 35.71 

Parakode 6 5 I' Nil 

Pandalam Nil Nil 

Kottaralcara 8 5 3 21.42 

Ranni 9 3 6 28.48 

Chengannur 10 6 4 Nil 

Kaduthuruthy 4 2 2 15.10 

Vamanapuram 7 2 5 78.54 

Uzhavoor 15 10 5 27.35 

Kulanada 5 3 2 14.31 

Anchal 10 8 2 Nil 

Kilimanoor 4 3 20.91 

Total 110 68 42 383.84 

1 The project was abandoned in January 2004; no expenditure incurred 

142 



Appendices 

Appendix-XII 

Details of diversion of food grains to Tribal Development Department 
(Reference to paragraph 3.6.5.2, Page 99) 

SL 
No. 

Project Officer 
1871.67 

ITDP, ldukki 

PAU, ldukki 

District Labour 
150.00 

Officer, ldukki 

Letter Dated 8 November 
PAU, Wayanad 850.00 2006 of Director, ST 

2 PAU, KoUam 
Tribal Welfare Development Department 

158.24 

116.32 
Letter No.Al/14453/06 
Dated 8 November 2006 of 
Director, ST Development 

3 PAU, Thrissur 
Development Department and 

171.48 GO(Rt)299/02/SC/ST/DD Officer, 
dt 7.6.02 Chalakudy 

Letter No.A1/14453/06 
Dated 8 November 2006 of 

Tribal 
Director, ST Development 

4 PAU, Pathanamthitta Development 150.00 
Department and 

Officer, Ranni 
GO(Rt)299/02/SC/ST/DD 
dt 7 .6.02 
Letter No.A1/14453/06 
Dated 8 November 2006 of 

ITO Project 
378.04 

Director, ST Development 
5 PAU, Malappuram 

Officer, Nilambur Department and 
GO(Rt)299/02/SC/ST/DD 
dt7.6.02 
Letter No.Al/14453/06 
Dated 8 November 2006 of 

Tribal 
Director, ST Development 

6 PAU, Kasaragod Development 419.88 
Department and 

Office, Kasaragod GO(Rt)299/02/SC/ST/DD 
dt 7.6.02 
Statement of food grains 

Tribal lifted during 2002-03 
7 PAU, Kozhikode 

Development 
418.20 (including period upto 

Officer, 30.6.03) furnished by PAU, 
Thamarassery 

Kozhikode 
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Appendix XIU 

Calculation sheet 
(Reference to paragraph 3.6.7, Page 102) 

1 Total short distribution from 2002-03 to 79310 MT 
2004-05 

2 No of persondays that could be generated 79310 X 1000/10 = 
with 79310 MT at the rate of 10 KG 7931000 

3 Short distribution during 2006-07 11549 MT 

4 No of persondays that could be generated 11549 X 1000/3 = 
with 11549 MT at the rate of 3 Kg 3849666 

5 Total 11780666 personsdays 
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