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PREFACE

This report has been prepared for submission té&theernment of Jharkhand
in accordance with Technical Guidance and SupeniéT GS) over the audit
of Local Bodies entrusted by the State GovernmadeuSection 20 (1) of the
Comptroller and Auditor General's (Duties, Powensd aConditions of
Service) Act, 1971.

The Report contains significant results of the awdithe Panchayati Raj
Institutions and Urban Local Bodies in the Stateluding the departments
concerned.

The instances mentioned in this Report are thokehacame to notice in the
course of test audit for the period 2015-16 as wslithose which came to
notice in earlier years, but could not be repontetthe previous Audit Reports,
instances relating to the period subsequent to -2@81%Hhave also been
included, wherever necessary.

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




OVERVIEW




OVERVIEW

This Report contains five chapters. The first ahunldt chapters contain an
overview of the functioning, accountability mechamiand financial reporting
issues of thePanchayati Rajinstitutions (PRIs) and Urban Local Bodies
(ULBs) respectively. The second chapter containsm@i@nce Audit
observations on ‘Construction Activities by PRIstie State of Jharkhand’
while the fifth chapter contains Compliance Audiservations on ‘Utilisation
of Thirteenth Finance Commission Grants by ULBshia State of Jharkhand’
and three Audit Paragraphs on ULBs. The fourth t@rapcontains
Performance Audit on ‘Management of Water Supplgnittion and Solid
Waste Management Services by ULBs'. The audit figdiincluded in the
Performance Audit and Compliance Audit paragraphhis report have total
money value of 325.47 crore.

The audit has been conducted in accordance withAtigiting Standards
prescribed for the Indian Audit and Accounts Deparit. Audit samples have
been drawn on statistical sampling as well asbiesded judgemental sampling.
The specific audit methodology adopted has been tiomsd in the
Performance Audit. The audit conclusions have be#grawn and
recommendations have been made taking into comsiderthe views of the
Government. A summary of main audit findings issgrged in this overview.

1. An Overview of the functioning, accountability meclanism and
financial reporting issues of Panchayati Raj Instititions

There are 4689 units of PRIs in Jharkhand whicludes 24Zila Parishads
(ZPs), 263Panchayat SamitigPSs) and 440Zram PanchayatgGPs).
During 2015-16, 13 ZPs, 36 PSs and 70 GPs werdealudlhere was an
increasing trend of outstanding audit paragraphse d@epartment has not
taken adequate steps for settlement of audit obBens. As on March 2016,
3,723 paragraphs for the period 2011-16 having mea&ie of 288.86 crore
were outstanding for settlement.

The Report of the Comptroller and Auditor Geneifalnglia on Local Bodies
for the year ended 31 March 2015 was placed b&tate Legislature in July
2016 but the State Government has not formed amnitiee for discussion
of the Audit Report.

Social Audit Unit for conducting social audit ofrenes was established in
Jharkhand in May 2016. However, 49 social audit&i®s were conducted in
the State during 2015-16 under Mahatma Gandhi NaltiBural Employment
Guarantee Scheme.

Though the State Government appointed (Novembed)20irector, Local
Fund Audit (DLFA) to perform the duties of the pany Auditor as envisaged
under the Technical Guidance and Supervision aeraegt, DLFA has not
commenced the audit of PRIs (September 2016).

Basic records such as Grant/Loan Register, Assgistee and Stock Register
were not maintained by test checked ZPFsilure to maintain important
registers weakened local self-government controérofinances/assets of
panchayats PRIs were largely dependent on Grants and Loans f
Government as their own resources were not suffici® meet their
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expenditure needs. State Government has not framgdule for imposition
of taxes byPanchayatsdue to which PRIs abstain from imposing and
collecting taxes.

(Paragraphs 1.1t0 1.11.9)

2. Compliance Audit - PRIs |

2.1 Audit on Construction Activities by the Panchagti Raj Institutions
in the State of Jharkhand

Audit on ‘Construction Activities by PRIs in thea® of Jharkhand’ covering
the period 2011-16 was conducted between May 26d@&agust 2016 through
test check of records of six ZPs, 22 PSs and 1! MBjor audit findings are:

PRIs executed functions such as construction ofis;oaulverts and bridges
valued 130.55 crore during 2011-16 although these funstiorere not
devolved to them by the departments concernedecbtate Government.

The PRIs were deprived of Central gramsrth  1129.10 crore due to failure
of the State to hold District Planning CommitteeP@) meetings in time,
submit Annual Action Plan and comply mandatory dbods for release of
fund.

The construction activities were not efficiently maged by the PRIs as there
was wasteful expenditure of 74.04 lakh on 14 abandoned works, unfruitful
expenditure of 37.46 crore on 398 incomplete works, cost escalatf

4.65 crore on 68 works, excess payment 6{63 crore for failing to impose
penalty in 124 works besides failure to recovertilised funds, interest money
and advances worth30.43 crore from the implementing agencies.

Leasing of assets created from construction aetsvitvas not ensured as

125 buildings constructed at a cost 0f24.30 crore for income generation

remained idle since its completion while twdivah Bhawansvalued
34.96 lakh in Godda could not be leased for wamledtrcity and water.

Internal control mechanism was weak in absenceadfitenance of prescribed
records, constitution of standing committees by @ holding of prescribed
number of meetings by DPCs.

(Paragraph 2.1)

3. An Overview of the functioning, accountability metianism and
financial reporting issues of Urban Local Bodies

There are 44 ULBs in Jharkhand which includes Municipal Corporations
(M. Corps), 19 Municipal Councils (MCs), Magar Panchayat$NPs), one
Nagarpalikaand two Notified Area Committees (NACs). During12016,
four M. Corps, 12 MCs, four NPs and one NAC werditaa. There was an
increasing trend of outstanding audit paragraphse department has not
taken adequate steps for settlement of audit ohgens. As on March 2016,
1,137 paragraphs for the period 2011-16 having moadue of 1371.49
crore were outstanding for settlement.

Basic records such as Grant/Loan Register, Assgistee and Stock Register
were not maintained by the test-checked ULBs. Faita maintain important
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registers weakened local self-government controérofinances/assets of
municipal bodies. The ULBs were financially depemden Grants and Loans
from the Government as their own resources weresuifbicient to meet their
expenditure needs. Further, realisation of revdyyuthe ULBs was far behind
the target set to the extent of @&r cent

Utilisation Certificates worth 491.55 crore were pending with the ULBs as
on February 2017. Besides, as on November 201GilBétContingencies
bills in respect of 55 Abstract Contingenciais valued 31.21 crore was
pending against the Department. Social Audit setag not established for
programmes/schemes implemented by the ULBs.

(Paragraphs 3.13d14.10)

4. Performance Audit - ULBs |

4.1 Performance Audit on Management of Water Suppl Sanitation
and Solid Waste Management Services by ULBs

Performance Audit on ‘Management of Water Supplgnittion and Solid
Waste Management Services by ULBs’ covering thaodeR011-16 was
conducted between April 2016 and August 2016 intel)-checked ULBSs.
Major audit findings are discussed below:

Service Level Benchmarks framed by Ministry of Urb®evelopment,
Government of India for Water Supply, Solid Wastaridgement (SWM) and
Sewage could not be achieved by the test checkd&kWduring 2011-16. Four
water supply projects in four test checked ULBgéted to create 306 million
litres per day (MLD) capacity could not be compietdespite spending

583.47 crore while SWM projects worth 146.29 crore were stopped
midway after incurring an expenditure 0f28.47 crore. Further, none of the
test checked ULBs constructed sewage network wafi@er centdrains in
nine of the 10 test checked ULBs were uncoveredoasdt with garbage.

Incomplete water supply projects affected watempsupo at least 22.67 lakh
inhabitants of municipal area. In test checked UL&dy 29 per centof the
total households (HHs) had access to piped watéde whortages in supply of
water ranged between nine and@9 centof requirement. Further, per capita
supply of water in seven out of 10 test checked 8k&#hged between 10 and
110 litres per capita daily (Ipcd) against standzfrd35 Ipcd while seven out
of 10 test checked ULBs did not install meters fasidential water
connections.

Four test checked ULBs failed to recover outstamdiater user charges of
37.22 crore while the State Government 10s10.50 crore per year on
Non-revenue water beyond the benchmark limit op@0cent

Toilet facility was limited to 23er centto 72 per centHHs in test checked
ULBs against 10@er centof the benchmarking while HHs in eight out of
10 test checked ULBs were not covered under solastev management
services. The coverage of waste collection in sism@ed ULBs ranged
between 39 and 9fer centNo landfill sites (except Ranchi) were available in
any of the test checked ULBs and as result, waste dumped in close
proximity to residential areas as well as riveesid
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Shortage of manpower to the extent of @ centin supervisory/sweeper
cadre and inadequate garbage disposal vehiclebeintesst checked ULBs
affected the cleanliness of cities and posed athceenvironment and health
of residents.

In audit survey conducted with 741 households tjvinithin the service
network of 10 test checked ULBs, Q%r cenHHs responded that water
supply facilities provided by the test checked Ul=sre not satisfactory and
85 per centresidents told that during summer season, sufficater was not
supplied. In respect of sanitation facilities, @&r centresidents were not
satisfied by the services provided by the test kbedJLBs. Likewise, under
SWNM service, 7Per centresidents said that door to door waste collectias w
not done while 7&er centresidents reported that they were not happy with
the conditions of vehicles used for transportingogge.

(Paragraph 4.1)

5  Compliance Audit - ULBs |

5.1 Audit on Utilisation of Thirteenth Finance Conmission Grants by
Urban Local Bodies in the State of Jharkhand

Audit on ‘Utilisation of Thirteenth Finance Commims (13 FC) grants by the

Urban Local BodieqULBS) in the State of Jharkhand’ covering the perio
2011-16 was conducted between April 2016 and Aug04i6 in nine test-

checked ULBs. Major audit findings are:

State Government was deprived of 13 FC grant 202.04 crore on account
of failure to submit Utilisation Certificates onme and comply with the
mandatory conditions for release of performancentgraFurther, the State
government distributed special area grait 9.47 crore among three
ineligible ULBs beyond the domain of special arehioh deprived three
entitled ULBs to get the grant.

High Level Monitoring Committee sanctioned 299 wsrkworth

457.55 crore against the availability of 13 FCngravorth  349.70 crore
resulting from deficient planning. As a result, t8t&overnment failed to
complete construction of 60 sanctioned works edathat 256.66 crore
during the 13 FC period (2010-15) as fund wortl148.81 crore only was
available for these works. During the same peribere was under utilisation
of 13 FC grant between 4fr centand more than 9@er centin the sampled
ULBs. Thus, paucity of fund coexisted with undeitigdation of fund but the
State Government neither resolved the financial alieatce nor took up
convergence measures with other scheme funds tgletenthese works
within the 13 FC period.

In the sampled ULBs, 42 works estimated dt13.41 crore were not taken up
for construction after according sanction while B®rks estimated at

126.36 crore were lying incomplete despite expeneliof 64.50 crore
having been made.

(Paragraph 5.1)
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| Audit Paragraphs

(1) Failure to collect /short collection of servie tax

Municipal Corporations Ranchi, Dhanbad and Deodjaae failed to levy and
collect service tax of 2.29 crore from the renters of municipa¢sets.

(Paragraph 5.2)
(i) Loss of Government money

Failure to levy and collect Labour Welfare Cess Upan Local Bodies
deprived the ‘Building and other Construction Wagké&Velfare Board’ of
1.40 crore under Urban Development and Housing Deyeat.

(Paragraph 5.3)
(i)  Loss of interest

Unauthorised deposit of government money in cureadount of a private
bank led to loss of interest of 40.33 lakh to Municipal Corporation,
Dhanbad.

(Paragraph 5.4)

~
—
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PART-A |

CHAPTER- |

AN OVERVIEW OF THE FUNCTIONING, ACCOUNTABILITY
MECHANISM AND FINANCIAL REPORTING ISSUES OF
PANCHAYATI RAJ INSTITUTIONS

An overview of the Functioning of the Panchayati Rpinstitutions (PRIS)
in the State

1.1 Introduction |

The Seventy-third Constitutional Amendment enacted1992 envisaged
constitutional status t®anchayati Rajinstitutions (PRIs) and established a
system of uniform structure, regular electionsutagflow of funds through
Finance Commissions, etc. As a follow up, the Stat® required to entrust
these bodies with such powers, functions and respitities so as to enable
these institutions function as institutions of sgfvernment. In particular, the
PRIs are required to prepare plans and implememenses for economic
development and social justice including those esmated in the Eleventh
Schedule of the Constitution.

Consequently, the State Government enacted thé&hHrat Panchayat Raj
(JPR) Act, 2001 to establish a threetiPRI system in the State and framed
JharkhandPanchayat Raj(Budget and Accounts) Rules, 2010, to ensure
smooth functioning of PRIs.

There are 4689 units of PRIs in Jharkhand whicludes 24Zila Parishads
(ZPs), 263anchayat SamitiPSs) and 440&ram Panchayat§GPs).

As per Census 2011, the population growth in Jren#®hin the last decade
was 22.4per centagainst the national average of 17%@&r cent The
percentage of urban and rural population was 24 7&hdespectively of the
total population of the state. Decadal growth rates rural and urban
population were 19.6 and 32.gder cent respectively. The comparative
demographic and developmental picture of the $$ageven inTable-1.1

Table-1.1: Important statistics of the State

Particulars State Rural
Population size 32988134 25055073
Population size (Male) 1693031512776486
Population (Female) 1605781912278587
Sex Ratio 949 961
Literacy Rate (7+ yearspér cen} 66.4 61.1
Literacy Rate (Female) (7+ yearpe( cen} 55.4 48.9

(Source: Census 2011)

! Zila Parishad at district level, Panchayat Samitiat intermediate level an@ram

Panchayaiat village level
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1.2  Organisational setup of PRIs |

The PRIs are under the administrative control ¢ Bural Development
Department (RDD)Panchayati Raj(PR), Government of Jharkhand (GoJ)
headed by Secretary. The Deputy Development Cononess cum Chief
Executive Officer (CEO) and the Block Developmeritié@r cum Executive
Officer (EO) are the executive heads of the ZP #edPS respectively. The
PanchayatSecretary is in-charge of the office of the GPe Ekcond elections
of the PRIs were held in December 2015.

The JPR Act, 2001 and Rules/byelaws made thereymderde for elected
body also in addition to the Executive/Administvatibody to deliver the
mandate and manage administration of PRIs. Un@esehup of elected body,
ZP is headed byAdhyaksha,PS by Pramukh and GP byMukhia The
organisational structure of PRIs is depicte€imart-1.1 below:

Chart-1.1: Organisational Structure

[ Rural Development Department, GoJ
N\ A
Rural Development [ Elected Body ] [ Administrative Body
Department )
(Panchayati Raj), GoJ
. J
Zila Parishad I > Adhyaksha Chief E_xecutive
N N Officer

Up-
Adhyaksha

Elected
member

Panchayat [~ ’I Pramukh ] Executive Officer
Samit

A 4

A
[ Up-Pramukh] [ Ekair ]
member
Gram —’[ Mukhiya Panchayat
Panchay: Secretar

. Elected
[Up-MukhlyaJ [ T J

(Source: JPR Act, 2001)

——
| —



Chapter I- An overview of accounts and financeBRIs

1.3 Functioning of PRIs

1.3.1 Power and Functions of PRIs

Article 243G and 243H of the Constitution of Indiipulate that the State
Government may endow the PRIs with the followingvpos, authority and
responsibilities:

Preparation of plans for economic development acdhkjustice;

Implementation of schemes for economic developnaaat social justice
as may be entrusted to them in relation to the ermtisted in the Eleventh
Schedule; and

Powers to impose taxes and constitute funds falitong all moneys of the
panchayats

With these objectives, the powers and functionthefGPs, PSs and ZPs have
been defined by the State Government under sectiong6, 77 and 79 to 83
of the JPR Act, 2001. A summary of these powersfandtions of the PRIs is
given inAppendix-1.1 The functions of the authorities of the PRIs aneegi

in Appendix-1.2.

1.3.2 Powers of the State Government

The JPR Act, 2001 entrusts the State Government f@itowing powers to
enable it to monitor proper functioning of the PRAs brief summary of
powers and roles of the State Government in respe@®RIs is given in
Table-1.2below:

Table-1.2: Powers of the State Government

Authority Powers of the State Government
Section 131 of Power to frame rules The State Government may, by
JPR Act, 2001 | notification in Official Gazette, make rules to gaout functions
as specified in JPR Act, 2001, subject to apprdyathe State
Legislature.

Section 100 and Power of Government to make model regulations and
135 of JPR Act| Inspections: The State Government may make model regulations
2001 and bye-laws for PRIs for the purposes of JPR 2@01 and has
the power of Inspection of working panchayats
Section 123 of District Planning Committee: The State Government shall
JPR Act, 2001 | constitute in every district a District Planning rQwmittee to
consolidate plans prepared by thPanchayats and the
Municipalities in the district and to prepare a fDaevelopment
Plan for the district as a whole.

Section 114 of Finance Commission for Panchayats The State Governmemnt
JPR Act, 2001 | shall constitute in every five year, a Finance Cdssion to
review the financial position of PRIs, and to make
recommendations for devolution of funds and measue
improve the financial position of PRIs.

Section 93 and Taxation: The PRIs may impose taxes on holdings, professions
95 of JPR Act, and levy tolls, fees and rates subject to the mamirmates notified
2001 by the State Government.

Section 163 of Removal of difficulties: If any difficulty arises in giving effect to
JPR Act, 2001 | the provisions of the Act, the State Governmenty imaorder, do
anything necessary to remove the difficulty.

——
| —
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1.3.3 Devolution of functions

The Eleventh Schedule of the Constitution cont@ifssubjects pertaining to
the PRIs. The State Government was to devolve ifumgt functionaries and
funds to PRIs for these 29 subjects to enable tmssiutions to function as
institutions of self-government, but only 16 fulcts were devolved to the
PRIs (as detailed iAppendix-1.3) by 14 departments (December 2016).
However, these functions were still being implemneenby the departments
except in the case of activities relating to camgion of ponds (under
Agriculture with agriculture extension function)darenovation ohnganwadis
(under Social welfare function). The officers anthffs of the State
Government required for execution of the entrudtedttions have not been
transferred/deputed to PRIs (20 March 2017).

The position of sanctioned strength and persormsition in test checked
ZPs is detailed inAppendix-1.4 and abstract thereof is given in the
Table-1.3

Table-1.3: Sanctioned strength vis-a-vis persons-in-position in test-
checked ZPs.

Level of PRIs Number of Sanctioned Persons Vacancy
PRIs strength -in-position
ZP 12 790 234 556

(Source: Information provided by the test checkBdslp

The above table reflects acute shortage of manpoeéiO per centat ZP
level which affected their functioning. The testecked GPs stated that
sanctioned strength of GPs was not intimated bystaée Government.

1.4 Formation of various Committees

A GP may constitute seven Standing Committeesifmhdrge of its functions
and duties, and such committees shall be underagecentrol of the GP and
shall exercise such powers as may be conferrechem toy the GP. The
Secretary of the GP shall be thex-officio Secretary of the Standing
Committee.

Similarly, every PS and ZP shall constitute eigtening Committees from
amongst its elected members. The CEO/EO shalldextiofficioSecretary of

all the committees of the ZP/PS, as the case mayTbe modalities for

constitution of standing committees and their fiomd have been detailed in
Appendix-1.5.

Moreover, ZP and PS may constitute one or more dhn@xcommittee for such
matters which do not come within the business arobitthe prescribed
committees.

1.4.1 District Planning Committee

In pursuance of article 243 ZD of the Constitutairindia and Section 123 of
the JPR Act, 2001 the State Government issued tgazetificatiorf in August
2011 and prescribed modalities for constitution Dfstrict Planning
Committee (DPC) in every district of Jharkhand.

2 JharkhandPanchayat Raj(District Planning Committee, Constitution and gedures,

powers and executions) Rules, 2011

——
| —
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The DPC is primarily responsible for consolidation of plans of all PRIs and
Urban Local Bodies (ULBs) of a district. The objective of DPC is to arrive at
an integrated, participatory and coordinated plan for development of a district.

It was noticed that although provision in Article 243 ZD of the Constitution
mandated that not less than four-fifth of the total members of DPC should be
elected from the elected members of ZP and municipal bodies, the JPR Act,
2001 provides only for selection of three-fourth members from the elected
members.

Thus, the provision of the JPR Act, 2001 regarding representation of elected
member in the DPC was in contravention to the Constitutional provision. As a
result, provision for adequate representation of the elected members in the
constitution of DPC was not ensured.

However, provisions have been made for constitution of sub-committees
(Appendix-1.6) for giving suggestions to the DPC on the subject concerned.

On being pointed out it was replied (November 2016) by the department that
issue was being examined at the department level.

| 15  Audit Arrangement

1.5.1 Primary Auditor

The Comptroller and Auditor General (CAG) of India has the right to conduct
such test check of the accounts and to comment on and supplement the report
of the Statutory Auditor, as he may deem fit under sub-section (1) of section
20 of the CAG’s DPC (Duties, Powers and Conditions of Service) Act 1971.
Accordingly, the office of the Accountant General (Audit) (AG) is conducting
audit of PRIs under Technical Guidance and Supervision (TGS) module as
notified (October 2011) by the State Government after amendment of Bihar
and Orissa Local Fund Audit Act®, 1925 in March 2012. Further, as per para
10.121 of the recommendations of Thirteenth Finance Commission, Audit
Report prepared by Director of Local Fund Audit (DLFA) and the CAG shall
be placed before the State Legislature. The State Government appointed
(November 2014) DLFA as primary Auditor to audit the accounts of PRIs.
However, DLFA did not commence (September 2016) audit of PRIs.

1.5.2 Audit by the Comptroller and Auditor General of India

During 2015-16, 13 ZPs, 36 PSs and 70 GPs were audited. Annual Technical
Inspection Report (ATIR) for the year 2012-13, 2013-14 and Audit Report
(Report of the CAG) on Local Bodies for the year 2014-15 have been placed
before State Legislature but the State Government has not formed (August
2016) any committee in the line with the Public Accounts Committee or
otherwise for discussion of the ATIRs and Audit Report.

1.5.3 Technical Guidance and Supervision

Under Regulation 152 of Regulations on Audit and Accounts, 2007 read with
State Government Notification dated March 2012, CAG may provide suitable
TGS to primary auditor* of PRIs for the purpose of strengthening Public

% Prior to TGS, Local Bodies were audited under the Act.
DLFA

——
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Finance Management and Accountability in PRIs. Pplaeameters of such
TGS as given in Regulation 152 are following:

The Local Fund Auditor shall prepare an annual taptdin for the next
financial year by the end of March every year;

The audit methodology and procedure for the audRRIs by the DLFA
shall be as per various Acts and Statutes enagtéaebState Government and
guidelines prescribed by the CAG of India;

Copies of Inspection Reports (IRs) shall also evémded by DLFA to the
AG (Audit) for advice on system improvement;

DLFA shall furnish returns in such format as mayescribed by the
CAG for advice and monitoring;

AG (Audit) would conduct test check of some unitsorder to provide
technical guidance and report of the test checkldvbe sent to the DLFA for
pursuance of action;

Irrespective of the money value, any serious inagiies shall be
intimated to the AG (Audit);

DLFA shall develop a system of internal controlhis organisation in
consultation with the AG (Audit);

AG (Audit) shall also undertake training and capaduilding of the
Local Fund Audit staff.

The State Government created 22 po@t4arch 2013) and appointed DLFA
(November 2014) for constitution of the office dletDLFA to perform the
duties of the primary Auditor as envisaged undexr TGS arrangement.
Against these posts, three Deputy Comptroller ofcAmts and 14 Auditors
have been appointed (August 2016). However, DLFA dot commence
(September 2016) audit of PRIs.

DLFA informed (September 2016) conducting audit tbé accounts of

35 ULB units by eight audit parties. However, IR the accounts of Local

Bodies, format prescribed for IR, method of preparaof audit plan and

other requisite information though asked for (Nobem2016 and January
2017) in pursuit of the task of providing technigalidance and support was
not responded to by DLFA as of February 2017.

| 1.6 Response to Audit Observations

The AG (Audit), Jharkhand conducts periodical irgjpe of PRI units by
test-check of transactions and verify the mainteaasf important accounting
and other records as per prescribed rules and guoee These inspections are
followed by issue of Inspection Reports (IRs). Whportant irregularities,
etc detected during inspection is not settled durinditaperiod, these are
included in IRs and issued to the head of the efiispected, and a copy of
the same is sent to next higher authorities.

Director-1, Joint director (ULB)-1, Joint directqPRI)-1, Section officer-2, Private
secretary-1, Assistant-4, Personal assistant-2,pQten operator-3, Upper division clerk-
1, Lower division clerk-1, Driver-3, Peon-2

——
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The CEOs of the ZPs, EOs of the PSs andvthkhiyasof GPs were required
to respond to observations contained in the IRssamdl compliance report to
AG (Audit) within four weeks. Further, according TS arrangement, the
DLFA would pursue settlement/action taken on thditaobservations raised
by the AG (Audit) in the same manner as he wouldsgpe his own
reports/audit observations.

Details of outstanding paragraphs for the periotl1206 against PRIs of the
State as of March 2016 are showTable-1.4

Table-1.4: Statement showing outstanding paragraphs

(in crore)
Year IRs No of Money Value
Paragraphs

2011-12 55 304 49.87
2012-13 231 1674 111.64
2013-14 88 610 6.62
2014-15 60 565 107.83
2015-16 100 570 12.90

Total 534 3723 288.86

A review of the IRs revealed that the executivelspse records were audited
by the Examiner of Local Accounts, before entrustmef TGS (October
2011) did not send any reply in respect of outstandRs/paragraphs. This
indicated lack of efforts by authorities in furnisty compliance to those
paragraphs. The matter was brought (January 201He notice of the Chief
Secretary, Government of Jharkhand, Ranchi; thgorese is awaited.

| Accountability Mechanism and Financial Reporting Isues |

| Accountability Mechanism |
1.7

Para 10.66 of the Thirteenth Finance Commissioniges for constituting a
separate ombudsman for local bodies by amendingréspective State
Panchayatand Municipal Acts.

However, the JPR Act, 2001 do not provide for cbmsdn of ombudsman for

PRIs. The State Government did not respond to rif@mation request by

audit about establishment of any institutional mgement/Ombudsman for
settlement of complaints against functionariesctel@ as well as appointed) of
PRIs.

1.8 Social Audit

Social audit involves verification of implementati@f programme/scheme
and delivery of its envisaged results by the comigurwith active

involvement of primary stakeholders. Social Auditwidely accepted as an
important mechanism to address corruption and giinen accountability in
government service delivery. Government of IndialjGenacted Mahatma
Gandhi National Rural Employment Guarantee Act (MTEGA) Audit of

Scheme Rules, 2011. The rules include social aadijt of accounts and
social audit facilitation by State Government amdation of independent

Ombudsman

——
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organisation for conduct of social audits. It wasiced that Social Audit Unit
was established in Jharkhand in May 2016. Howewdenring 2015-16,

49 Social Audits in GPs were conducted in the Statder Mahatma Gandhi
National Rural Employment Guarantee Scheme.

1.9 Submission of Utilisation Certificates

As per Jharkhand Financial Rules, in case of aruanar a non-recurring
conditional grant, the Departmental officer on wdasgnature or counter-
signature Grant-in-aid bill is drawn, shall furnigie Utilisation Certificates
(UCs) to the AG within one year from the date & fanction of the grant.

Information received (February 2017) from the Gdfaf the AG (Accounts &
Entitlement), Jharkhand revealed that against grantounting to 1295.76
crore paid during 2011-12 to 2014-15 under Major¢H&515 (Other Rural
Development Programme), UCs amounting to564.16 crore only was
received in the Office of the AG (Accounts & Erdithent) as of December
2016. Failure to submit UCs 0f731.60 crore for such a long period indicate
weak internal control and possible misutilisatidriumds.

1.10 Internal Audit and Internal Control System d PRIs

Section 100 of JPR Act, 2001 provides for inspectiaf working of
Panchayat The inspection of works and the workingRdnchayatsould be
done by the officers authorised from time to tinyeSiate Government. The
Office-bearer as well as officers and servants @R PS and ZP shall be
obliged to give all such information and producksaich records as may be
called for by the Inspecting Officer.

RDD (PR) intimated (November 2016) to audit that@Bum-CEQ ZP is
required to maintain internal control of PRIs. Hoee audit noticed that
internal control system was not established ind¢sechecked PRIs.

| Financial Reporting Issues |

| 1.11  Financial Reporting Issues |

1.11.1  Fund flow to PRIs |
1.11.1.1 Source and custody of funds in PRIs

There are mainly three sources of funds for RR4$i) grants released by the
Central and State Governments for development warld office expenses
like salary grant for staff, contingent grant €ip.loans by State Government
for Salary and (iii) own revenues, in respect ofs4iRe rent receipts from
shops,Dak Bunglows InspectionBunglows etc Own revenue (other than
interest earned on funds) in respect of PSs and I@Re not yet been
generatel Department at the State level does not compijeiformation of
own revenue of the PRIs. Thus, Department was wareaof own revenue
receipts of the PRIs. The fund flow arrangementsrfajor schemes are given
in Table-1.5.

Minor head 196, 197, 198-Assistance to ZP, PS dad G
Except revenue obtained from auction of sghdtin some GPs

——
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Table-1.5: Fund flow arrangements in major schemes

Sl. Scheme Fund flow arrangements
No.

1 | Mahatma The funds received from Gol and GoJ are pooledtate$
Gandhi Employment Guarantee Fund (SEGF). The fund flow is
National monitored through Public Fund Management System
Rural (PFMS). Share of both State and Central is kept wie
Employment | sponsor bank at Ranchi. The respective designatauirty
Guarantee officers are required to raise the Fund Transfede@r
Scheme (FTOs) directly to the sponsor banks as and whgmpats
(MGNREGS) | are due.

2. | Backward The funds are released by State Government to WiRis
Region Grant | 15 days of release of funds by Gol failing whiclatst
Fund (BRGF) | Government has to pay penal interest to PRIs aeriRes

Bank of India rate of interest for the period oflaje
However, the scheme has been delinked by Gol fiwen t
financial year 2015-16.

3. | Thirteenth Grant is released in two installments to the DDGY¢DEO
Finance (the DDO) of the ZPs with instruction to transfdre]
Commission | respective share of PSs and GPs within two day#saf
(13 FC) receipt.

Grants

4. | Fourteenth Grants shall be released in two installments ineJand
Finance October every year which must be transferred toGlRs
Commission | within 15 days of receipt from the Central Governind he
(14 FC) GoJ releases funds to the GPs through Real TimesGro
Grants Settlement (RTGS) on the basis of population aed.ar

1.11.1.2 Financial assistance to PRIs

The position of financial assistance given by Cardnd State Government to
all PRIs under different schemes during 2011-120b5-16 was as under:

Table-1.6: Position of receipts and expenditure d?PRIs

(' in crore)

Year Receipts Expenditure Percentage
Plan [Non-Plan Loan | Total | Revenug Capital| Total of

expenditure

against total

receipt

2011-12 | 827.08 316.30 2.27/1145.6(0 135.24 827.02 962.24 84
2012-13 | 748.39 475.62 2.501226.51 93.49 748.41 841.9( 69
2013-14 | 513.90 626.15 2.71§1142.77 128.89 772.77 901.64 79
2014-15| 827.57 640.99 3.511472.07 624.75 826.811451.56 99
2015-16 35.50 414.65 0.00 450.24 0.00 450.24 450.24 100

(Source: Information provided by the State Govemine

From the table above, it is clear that expendiagainst the total receipts of
grants/loans ranged between 69 and A@0centduring the years 2011-12 to
2015-16. Suboptimal utilisation of the availablends was noticed during
2011-12 to 2013-14.

1.11.1.3

The details of receipts and expenditure of the ¢tbsicked PRIs during the
years 2011-12 to 2015-16 are shown inThble-1.7.

Financial profile of selected PRIs

——
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Table-1.7: Position of receipts and expenditure dest checked PRIs

(' incrore)
Year | PRIs| Opening Receipt Total | Expenditure | Total |Closing
Balance| Plan | Non-|Loan| Own Non-| Plan Balance

Plan source Plan
2011-12| zP 233.72 203.64 2.17 0.58 10.62 450.73 3.9 213.73 217.69 233.04
2011-12| PS 3.60 1498 294 0.00 0.00 2157 295 12.89 1582 5.7Q
2011-12| GP 03§ 4.74 0.00 000 0.0 512 0.03 359 3.62 1.5(Q
2012-13| zZP 233.04 317.19 3.3 0.81 3.19 557.59 4.85 199.16 204.01 353.54
2012-13| PS 5.70 25.26 3.74 0.00 0.00 34.70 3.72 19.59 23.31 11.39
2012-13| GP 150 456 0.03 0.00 000 6.09 015 469 484 1.25
2013-14| zP 353.58 27459 1.4 0.9 3.25 633.84 3.33 307.7§ 311.11 322.73
2013-14| PS 11.39 32.37 454 0.01 0.02 48.28 4.63 28.84 33.47 14.81
2013-14| GP 125 475 0.04 0.00 0.02 6.02 0.0§ 473 478 1.24
2014-15| zP 322.73 423.68 3.54 1.27 10.17 761.39 3.46 333.56 337.02 424.37
2014-15| PS 14.81 18.29 5.4 0.01 0.0] 38.58 5.1 18.49 23.65 14.93
2014-15| GP 124 472 004 0.00 000 596 0.0§ 374 380 2.16
2015-16| ZP 424.37 101.99 2.8 1.1§ 7.19 537.61 8.6 228.31 236.97 300.64
2015-16| PS 1493 16.04 5.11 0.01 0.0 36.13 5.1 18.69 23.85 12.2§
2015-16| GP 2.1 592 0.00 000 0.0 808 000 552 552 25§
Total 1624.40 1452.69| 35.23| 4.83 34.49 3151.64| 46.17 | 1403.29| 1449.46| 1702.19

(Source: Information provided by the test checkBdslP
Audit noticed that:

Only 80per centof available funds amounting td764.94 crore (Opening
Balance for the year 2011-12 of PRIs + fund reakive PRIs during the year
2011-16) were utilised by the PRIs for executiosadiemes (1403.29 crore)
during 2011-12 to 2015-16.

Own revenue of PRIs was not sufficient to meetexpenditure of its
establishment. The own revefife 34.49 crore) of PRIs is only #&r centof
expenditure incurred by them under the head estahknt ( 46.17 crore).

Own source revenue is very meagre, as it is onBd Zer cent
( 34.49 crore) of fund received§492.75 crore) during the period 2011-16.

1.11.1.4 Levy of Taxes

Section 93 of JPR Act, 2001 empowers ZPs/PSs/Gigatose and collect tax
on occupant of a holding, tax on business, trada®fessions and
employments, water rate etmnder their jurisdiction for augmentation of their
own revenue. Further, the Adbid advocates that State Government may
make rules to regulate imposition, assessment alhetction of the taxes. But,
the State Government has not framed any rule fposition of taxes by the
Panchayatsiue to which PRIs are not imposing and collectags as yet. As
such PRIs are dependent solely on grants and faamsState Government for
delivery of services. Further, PRIs were not empedeto generate own
sources through taxation resulted in dependence assistance from
Government for discharge of their functions.

On being pointed out, RDD (PR) replied (Decembed&O0that State
Government is preparing the proposal for revenueeggion from own
sources by the PRIs and certdfanchayatswere getting revenue from
auctioning of Sand mines.

8 Receipts such as shop rent, settlement moneynéer@st earned

——
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1.11.2 Recommendation of the State Finance Commniss

The 73 Constitutional Amendment provides for appointmehtaoFinance
Commission by the State Government to review thantial position of the
Panchayatsand recommend the:

(i)

sharing pattern of the net proceeds of taxes, slutdls and fees leviable
by the State between the State andRechayats

(i)
(i)
The report of the Commission together with a memaduan of action on it is
to be laid before the State Legislature.

assignment of taxes, duties, tolls and fees té*rechayatsand
Grants-in-aid to th®anchayats

In pursuance of Article 243 | of the constitutidghe State Government had
constituted three State Finance Commissions (SBGssess the financial
status and to determine the principles on the lidsihich adequate financial
resources would be ensured to local bodies. Dedegigjiven inrable-1.8:

Table-1.8: Constitution of State Finance Commissic

State Finance Date of constitution Date of submission of
Commission report
First SFC January 2004 April 2009
Second SFC December 2009 Not submitted
Third SFC April 2015 In progress

The first SFC had submitted its report in April 80@hich contained some
recommendations relating to urban local bodies.ofie second SFC had not
submitted its report due to want of manpower andllfy its tenure ended in
January 2014. The tenure of third SFC is in prag(ep to January 2019) and
its recommendations are awaited. The Secretarfitd SFC had informed
(January 2017) that the manpower given to the casion for running this
organisation is insufficient and technically nousd enough to help/assist it
to come out with any report. He further stated that State Government has
been moved to allow engagement of any policy makingtitution to
help/assist the commission to undertake consuttatiod research work for
coming out with a meaningful recommendation.

1.11.3 Maintenance of Records/Register

The Jharkhand®anchayat RajBudget and Accounts) Rules, 2010 prescribes
maintenance of records, registers and accounts tfansparency and
accountability. A test check of record managementZPs revealed that
important records/ registers were not maintaineshasvn inTable-1.9.

Table-1.9: Failure to maintain basic records

Sl Records/ Name of the Implications
No. | Registers not ZPs
maintained
1 | Grant Registenn Giridih, Latehar,Grant received, purpose & date |of

Jamshedpur, receipt, appropriation made from time
Pakur, Ranchi, | to time and amount lying unutilised |n
Sahibganj, respect of a particular grant could not
Simdega be ascertained.

——
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Sl Records/ | Name of the ZPs Implications
No. | Registers
not
maintained
2 | Loan Giridih, Latehar, | The date of receipt, amount, conditipn
Register Jamshedpur, attached and overdue instalment |of
Pakur, Ranchi, loan with interest could not be
Sahibgan;, ascertained.
Simdega
3 | Asset Giridih, Identification and valuation of assets,
Register Jamshedpur, proper record of all lands, sites |of
Pakur, Ranchi, buildings, tanks, ponds, ferries efc.
Sahibganj, could not be ascertained.
Simdega
4 | Stock Deoghar, Giridih, | Position of stock could not kezifred.
Register

(Source: Information provided by the test checkeg)Z

It is evident from above table that important relsaregisters are not being
maintained properly by ZPs.

On being pointed out test checked ZPs stated thgtep maintenance of
records could not be done due to acute shortageaff and lack of proper
training to their concerned staff.

1.11.4 Annual Accounts

The Jharkhand®anchayat RajBudget and Accounts) Rules, 2010 prescribes
for preparation of Annual Accounts/Reports of PRisthe CEO/E® and
submission by 30 May every year to General Admiaiste Committee of
PRIs for its approval and the same shall be appr@red accepted by the
General Assembly of each tier of PRIs on or befigelune every year. The
Annual Accounts/Reports, after its approval by e@hof PRIs, shall be sent
to the Divisional Commissioner and the Director,[R@PR) by 30 June every
year.

The RDD (PR) does not maintain consolidated infdrmmaabout finalisation
of Annual Accounts of PRIs. Hence, status of prapan of Annual Accounts
by all the PRI units in the State could not be cantad upon. However, in
13 ZPs, 36 PSs and 70 GPs audited during 2015-0&si observed that only
five'® ZPs had prepared the Annual Accounts for 20154 &faDecember
2016 while rest of the test checked PRIs did nepare the Annual Accounts
for 2015-16 as of February 2017. Thus, the re@ptexpenditure figures and
the financial performance of the test checked R&lshe year 2015-16 could
not be verified in audit.

1.11.5 Preparation of Budget

Budgeting and budgetary process entails preparatiwhexamination of the
annual budget estimates and the subsequent conpkexpenditure to ensure
that it was kept within the authorised grants oprapriations. With this

objective, each PRIs was to prepare annual budgetins of JPR Act, 2001.

®  The Block Development Officer (EO) for PS and Gid £EO for ZP
Deoghar, Garhwa, Hazaribagh, Latehar and Simdega

——
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It was, however, noticed that nine test checked"Z#isl not prepare budget
for the period 2011-12 to 2015-16. Also, none a thst checked PSs/GPs
prepared their budget during the above period. Timugbsence of the budget,
expenditure made by the PRIs was in contraventiothé provisions of the
Jharkhand?anchayat RajBudget and Accounts) Rules, 2010. Further due to
failure in preparation of the budget, the perforoeanf the PRIsis-a-vistheir
annual plans could not be evaluated.

1.11.6 Creation of Panchayat Raj Fund

Section 94 of JPR Act, 2001 provides for creatibiPanchayat Rafund at

every district in which receipts of Cess under isecB3 of JPR Act, 2001,
additional stamp feéSor such other taxes under tRanchayat as specified
by the State Government shall be deposited aftérngaleduction therefrom
of such collection charges as may from time to timeedetermined by the
State Government.

The consolidated amount available in tRanchayat RajFund shall be
distributed among the three-ti€&anchayatsin such manner and in such
proportion as may be ascertained by the State Goemnt.

Audit noticed thatPanchayat RajFund was not created in any of the
14 test-checked ZPs except Hazaribagh ZP.

On being pointed out State Government replied (Bémr 2016) that
information was sought from the districts.

1.11.7 Appointment of Chief Accounts Officer

Section 90 of JPR Act, 2001 provides for appointmainChief Accounts
Officer (CAO) in every ZP, who shall advise the @R matters of financial
policy and preparation of annual accounts and hiudge

State Government has not appointed CAO in ZPs efState and it has
affected preparation of annual accounts, budgetraaimtenance of records
(December 2016).

1.11.8 Adoption of Budget and Accounting formats

The CAG, in consultation with Ministry oPanchayati Raj(MoPR), Gol,
prescribed a new accounting structure for exergigmmoper control and
securing better accountability for preparation eidg¢et and accounts and
database on finances of PRIs comprising detailegdfieand codes and
forwarded (October 2009) to the State Governmentafdoption and its
operationalisation from 1 April 2010 in the State.

MoPR recommended (October 2009) software for adoogiof PRIs named
as PRIASoft Panchayati Rajnstitutions Accounting Software) that captures
three-tier revised classification and generateshallreports in the formats on
Budget and Accounting Standards for PRIs. Oncecbasiries about the

11

Garhwa, Giridih, Hazaribagh, Latehar, JamshedpakuR Palamu, Ranchi and Sahibganj
12

Stamp fees should firstly to be deposited in tbesolidated fund of the state and the
State Government may, at the commencement of dwenycial year, if such provision is
made by appropriation bill passed in this behalftliy Legislative Assembly, withdraw
from the consolidated fund of the State such anuarnas will be equal to the receipts
made (realised) by the State Government in theepliag year.
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transactions are made by the Accountant, PRIASudtthe backend support
will automatically generate reports, registers amfdrmation in the desired
formats which could be used to prevent the publamey meant for the end
users from misuse and misappropriation.

MAS as well as PRIASoft, which was to be adoptenmfrl April 2010, has
been adopted by the State Government in Novemie3 @ugh directions in
regard to maintenance of accounts in PRIASoft vieseed with effect from
1 June 2011 in all tiers of PRIs. Status of feedlatp through PRIASoftware
by different units of PRIs is detailed Trable-1.1Q

Table-1.10: Status of data entry in PRIASoft

PRIs ZPs PSs GPs
Total number of accounting units 24 263 440
Total number of units with voucher entry 11 83 3684

(Source: Report generated through PRIASoft on 2diaky 2017)
1.11.9 Abstract Contingencies (AC)Detailed ContingenciesDC) Bills

As per Jharkhand Treasury Code, Contingent Chargeguiring
countersignature after payment are drawn on “attstsdls” which do not
contain details of charges and are presented toTthasury without any
supporting vouchers. The monthly detailed bill ire tcase of countersigned
contingent charges, shall be submitted to the obimy officer or if there is
no controlling officer, to the AG with all sub-vouers.

Information of AC/DC bills received (February 20¥@m AG (Accounts and
Entitlement) Jharkhand revealed that as on Noven20di6, DC bills in
respect of 273 AC bills for an amount 0of146.56 crore were pending for
adjustment against RDD (PR).

——
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| CHAPTER-II |

| Compliance Audit— PRIs |

| RURAL DEVELOPMENT DEPARTMENT (PANCHAYATI RAJ) |

Compliance Audit of Government Departments andrtiield formations
brought out several instances of lapses in managemk resources and
failures in the observance of the norms of regiyapropriety and economy.
For sound financial administration and financiahtrol, it is essential that
expenditure conforms to financial rules, regulagi@md orders issued by the
competent authority. This not only prevents irregiiles, misappropriation
and frauds, but also helps in maintaining goodriona discipline. Some of
the audit findings on failures to comply with rulesders etc. are discussed in
succeeding paragraphs.

2.1  Audit on Construction Activities by the Panchawti Raj Institutions
in the State of Jharkhand

2.1.1 Introduction |

The State Government enacted JharkhRadchayat Rajct (JPR Act), 2001
and transferred functions, functionaries and fuf3#s) to thePanchayati Raj
Institutions (PRIs) which comprises dfla Parishad (ZP), Panchayat Samiti
(PS) andsram PanchayafGP).

PRIs are implementing agencies of the CentrallynSped Schemes that
comprise Backward Region Grant Fund (BRGF), Maha@®aadhi National
Rural Employment Guarantee Scheme (MGNREGS), Gnaaasived under
Thirteenth Finance Commission (13FC) and StatesPlnder these schemes,
construction of buildings, roads, culverts, draipgnds, wells,chapakal,
chabootaraetc. are done by the PRIs. ZPs also execute depodis for other
Departments.

PRIs are under the administrative control of Ridalvelopment Department
(RDD) (Panchayati Rgj(PR), headed by Secretary. The Deputy Development
Commissioner (DDC) of the district is the Chief Exttve Officer (CEQO) of the
ZP, Block Development Officer (BDO) is the Execeti@fficer (EO) of the PS
andPanchayatSecretary is the executive head of the GP. Theghdrge their
duties and functions entrusted under JPR Act, 20@rules made thereunder.

The audit of construction activities by PRIs comgrthe period 2011-16 was
conducted between May 2016 and August 2016 threegitcheck of records of
six out of 24 ZPs selected by Probability Propodioto Size without
Replacement sampling method. Besides 22 out ofPZ&3in the sampled ZPs
and 104 out of 4402 GPs under the sampled PSs se@eted using Simple
Random Sampling without Replacement meth{@ghpendix-2.1.1) Works
taken up prior to 2011-12 but continuing during pegiod 2011-16 were also
scrutinised and commented, wherever necessary.

An entry conference was held on 28 April 2016 w8hcretary, RDD (PR) to
discuss the audit objectives, scope and methodotdgihe audit. An exit
conference was held on 28 February 2017 with thet Jeecretary to the
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Government, RDD (PR) to discuss the audit findingeplies of the
Government have been suitably incorporated in #goR.

Audit Findings

2.1.2  Planning

Panchayatsare responsible for the preparation and implentientaf plans for

economic development and social justice includingsé in relation to the
29 matters listed in the Eleventh Schedule. Thaspiacluded construction
works of roads, culverts, buildings etc. The planspared by th€®anchayats

are to be consolidated by District Planning Comemit{DPC) at the district
level. Further, a development plan for each distiscalso to be prepared.
Following deficiencies were noticed in planning:

2.1.2.1 Preparation of Plans for construction works

As per Section 75, 76 and 77 of JPR Act, 2001, RiRdsrequired to prepare
annual plans for development of tRanchayatarea and to prepare sector
specific plans. For preparation of annual plan, D€ to identify local needs
and objectives within the perspective of nationatl sstate goal, prepare a
district stock-taking report assessing availablsoweces and infrastructure,
prepare a 15 years vision document and five yearsppctive plans. These
exercises are to be done at each tier of PRIs byotidating lower level plans
(and adding their own plans) through active paéton of Gram Sabha
Annual plan is to be prepared on the basis of gets@ plan and available
budget. Based on the approved plans which shoualdda the list of works to
be executed, the PRIs are required to take upath&rtiction works.

Audit noticed that 15 years vision document, fians perspective plans and
Annual Plan were not prepared by any of the testkéd PRIs though 35.40
lakh* were paid (August 2011) by the department to TieahnSupport
Institutions (TSIs) and ZPs for assistance in piaan of perspective plans.
Reasons for failure to prepare Annual Plan were:

State has not prescribed specific guidelines inoutdmeframe for various
steps of planning by each tier of PRIs.

Sub-Committees and technical groups of DPCs weréonmed in any test
checked ZPs.

Development Committees iBram Sabhasnd Planning and Development
Committees in PSs and ZPs were either not coreditoi were not functional,
where formed.

In the absence of Annual Plan and perspective pthresconstruction works
were selected on the basis of recommendations ofstri@i

Authorities/MLAs/Members of Board which deprivedrip@pation of stake
holders such as beneficiaries, end users etc. Belexstion of the works were
not adequately planned and 243 works valued6.45 crore could not be
commenced due to absence of land after administratpproval, 66 works
worth  45.33 lakh were cancelled after sanction, 14 wanbe stopped due to
land dispute etc. which are discussed in succegadirggraphs of the Report.

1 Atthe rate of 2.5 lakh to each TSIs and3.40 lakh released to each ZPs which were

still lying in their account.
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In the exit conference (28 February 2017), Joir&ary, RDD (PR) accepted
the fact and replied tharam PanchayatDevelopment Plan was prepared
underYojna Banao Abhiyain PRIs in November 2016 keeping in view the
need of long term planning. Presently, preparatodnvision documents
for 15 years and three years are being meidavever, the department did not
give any reasons for not preparing the annual péents perspective plans as
required which resulted in injudicious selectionnairks requiring cancellation,
stoppage etc.

2.1.3  Financial Management

2.1.3.1 Utilisation of funds

Funds under Central Schemes (BRGF, 13 FC etc.)earmarked as per
criteria fixed by Gol such as population, area atw released on the basis of
fulfilment of conditions such as utilisation of gta, submission of Audit
Report and Utilisation Certificate etc. as per pgmns made in the scheme
guidelines. Gol releases funds to the Consoliddtestd of the State
Government and the State in turn releases the damihe PRIs after
incorporating in State Budget. The funds are inéehfibr execution of works
such as construction/ repair of Inspection Bunglovepair of Panchayat
Bhawans (PBs)AnganwadiCentres (AWCS) etc. as per budgetary provisions
of the PRIs which is prepared on the basis of psalsoreceived from PRISs.
After receipt of funds, PRIs prepare shelf of woaksl utilise the fund as per
terms and conditions of the schemes. Accountindp@ffunds is to be done as
per provisions of Act and Rules applicable to PRIs.

As per JPR (Budget and Accounts) Rules, 2010, bduefenates and annual
accounts are required to be prepared. FurtherStaee Government adopted
(November 2013) the Model Accounting System (MAS) aPRIASOft,
prepared by CAG in consultation with Ministry Banchayati Raf(MoPR),
that captures three tier classification (Major, bfirand detailed head) and
generates all the reports in the formats on Budget Accounting Standards
for PRIs.

Audit noticed that annual accounts were not prepbsethe test checked PRIs
and its compilation was not done by the Governnasnentries in PRIASGft
were either not done or partially made by the PR&ce, state level figures of
receipts and utilisation of fund by PRIs were nai@ble.

In the test checked PRIs, utilisation of the furetsived under Central schemes
(BRGF, 13FC), State Plan/Non Plan and deposit wdwking 2011-16 is given
in theTable-2.1.1:

PRIASoft is a software application that captureseigt and expenditure details through
voucher entries and automatically generates eigASMeports including receipts and
payments accounts. No entry was found for the y2@dsl-15, while only partial and

incorrect entries relating to DRDA and Blocks wéyend in the year 2015-16.
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Table-2.1.1: Allotment and expenditure in selectedistricts

in crore)
Name of| Opening |Central| State |Deposit Others Total |Expenditure|Closing
Districts | Balance | Grant | Grant | funds | including |available| (percen} |balance

own source  fund

Deoghai 21.9¢| 96.0: 4.2€)  13.0¢ 0.4¢| 135.7¢ 128.97 (9t 6.7¢
Dhanbad 75.9¢ 45.6] 0.94 28.2¢ 40.61] 1914 175.81 (9€ 15.63
Garhwa 1817 84.9: 1.6C 0.1¢ 1.8¢ 106.7° 86.01(81| 20.7¢
Godda 16.3¢ 45.7¢ 6.52 0 9.57 78.2] 65.37(84| 12.84
Palamu 23.5( 12414 15.4¢ 1.6 4.0¢ 168.8(] 160.68 (9t 8.12
Ranchi 19.63 94.97 16.17 163.5¢ 2.05 296.3¢ 209.78 (71] 86.6(C

(Source: Data provided by the test checked PRISs)

As could be seen froniable-2.1.] the utilisation of fund ranged between
71 per centand 98per cent.Funds received from State were less than e
cent of available funds. As per provisions in the Cdaosbon and JPR Act,
2001, State Government has to share net proceetdxed, duties, tolls and
fees levied by the State Government with PRIs batrecommendation has
been made by State Finance Commission (SFC) fomgheaf state revenue
among PRIs as yet. No untied funds were availabRS and ZP for execution
of schemes after termination of BRGF and 13 FC bl s a result, the upper
two tiers of PRIs failed to execute development ksoas per mandated
functions for want of funds.

2.1.3.2 Entitlement and release of central funds

Funds provided by Gol constitutes major portiorth&f corpus available to the
PRIs for undertaking construction activities. Timiteementvis-a-visrelease of
funds by Gol to the State under BRGF and 13 F(hduhe period 2011-16 is
given in theTable-2.1.2

Table-2.1.2: Entitlement and release of BRGF and E grants

in crore)
Year BRGF 13 FC Total loss
Entitle- | Release Loss of | Entitlement | Release| Loss of of

ment | by Gol | Central by Gol | Central | Central

Grant Grant Grant
201112 345.3] 183.6( 161.7: 272.2( 178.6¢ 93.52 255.2¢
2012-13 365.1¢ 166.6( 198.5¢ 392.7(|  417.64 (-)24.9¢ 173.6:
201314 447.8¢ 40.8f  407.0¢ 451.7¢ 249.4¢ 202.3: 609.3¢
201415 404.7/ 261.1% 143.5 521.2¢ 573.9) (-)52.6i 90.9(
201:-16 0C 00 0C 00 0C 00 00
Total 1563..0 652.2: 910.8¢ 1637.0] 1419.6¢ 218.24 1129.0

(Source: Data furnished by the Department)

As could be seen froffiable-2.1.2 Gol released BRGF grant 0f652.22 crore
against the entitlement of 1563.10 crore due to delay in holding DPC
meetings and submission of Annual Action Plan by dhstricts. Likewise,
13FC Grant worth 1419.68 crore was released by Gol against thdesnént

of 1637.90 crore on account of failure of the Statecamply mandatory
conditions such as adoption of model accountingesys constitution of
Director of Local Fund Audit (DLFA) and submissiofh UCs in prescribed
formats. Thus, the State lost central grant 0£129.10 crore (3%er cent)
during 2011-16.

In the exit conference (28 February 2017), Joir&ary, RDD (PR) accepted
the fact and replied that due to failure to subnatessary documents along
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with Annual Action Plan by the districts, the Stadet the Central share. Fact
remains that the department did not take any acgainst the officials who

failed to comply with the mandatory requirementsriglease of Central funds
and inflicted loss to the State.

2.1.3.3 Short release of penal interest by the Séat

As per the BRGF and 13FC guidelines, the State fABowent was required to
transfer the funds to the districts within 15 dapsl five days respectively from
the date of release of funds by the Gol failingahha penal interest at RBI rate
was to be paid to the district.

During scrutiny of records of RDD (PR), it was wmetil that the State
Government released BRGF and 13FC funds to PRIisdeiiays of 17 days to
198 days but penal interest o¥1.87 lakh and 3.15 crore respectively was not
released to the distric®\ppendix-2.1.2 and 2.1.3)in violation of scheme

guidelines. State Government attributed the delayralease of funds to
procedural and technical reasons but no reply wasished for failure to

release penal interest.

In the exit conference (28 February 2017), Joirdr&ary accepted the audit
observations and replied that penal interest haa beleased in 13 FC and for
BRGF it was not a prerequisite for release of fund.

The reply is not acceptable as para 4.6 of BRGHedjuies clearly mandated
payment of penal interest by the Government foaykd release of funds
beyond 15 days to PRIs. Further3.15 crore was the balance penal interest
that the State has not released to the PRIs f&Cl@rant.

2.1.3.4 Interest money not refunded

As per BRGF and 13 FC guidelines, interest accaredeposits of fund shall
be treated as additional resource. Further, ZPsidwofunds to executing
agencies for execution of works on the basis afnases of each works. Hence,
interest accrued on these funds should be refutodise ZPs.

Audit noticed that in the five test checked ZPs,e32cuting agencies did not
refund interest of 5.50 crore accrued on funds to the concerned ZPs
(Appendix-2.1.4). Thus, these funds could not be utilised for pisjdor the
benefit of the public and were lying idle in thenkaaccounts of executing
agencies.

In the exit conference (28 February 2017), Joirdr&ary accepted the audit
observations and replied that instructions williggued to ZPs for immediate
action.

2.1.3.5 Unadjusted advances

According to Rule 100 of JPWA Code, temporary adeanare required to be
given to subordinate officers (not below the rahlAssistant Engineers) against
passed vouchers.

Audit noticed that in 13 PRIs, advances df5.14 crord Appendix-2.1.5)were
outstanding against 103 executing agencies. Of, thdvances worth
1.66 crore were irregularly paid to 29 Junior Eegirs (JES)Rojgar Seval{s
PanchayatSecretaries etc, who were below the rank of AmsisEngineers
(AEs). Further, adjustments or recoveries of thebeances were not made in
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one to 23 years in 38 instances causing such aesarigovernment money to
be fraught with risk of misappropriation.

In the exit conference (28 February 2017), Joirdr&ary accepted the audit
observation and replied that the ZPs would be thceto review the issues
and take necessary action for adjustment/recovery.

2.1.3.6 Parking of funds in Personal Ledger/ CurrenAccount

RDD (PR) instructed (March 2012 and August 2012)sPe keep 13 FC
grant in savings bank account. Further, Para 4.BR&F guidelines states
that BRGF funds shall be kept in a nationalisedklzarin a post office and the
interest accrued on such deposits shall be trestetiditional resource under
BRGF and should be utilised as per the guidelifethe® Programme. Also,
funds were to be transferred by the State Goverhtoeihe Bank accounts of
PRIs.

Audit observed that State Government, in violatodrthe above instructions
and guidelines, sanctioned grants-in-aid to thdridis and the districts
deposited the grants in Personal Ledger (PL) Actsoum treasury as per
existing mechanism for State Grants.

Audit further observed that six test checked ZPd ame PS deposited

153.24 crore in PL accounts or in current accodmtseight to 562 days
during 2011-16 which resulted in loss of intereftab least 1.19 crore
(Appendix-2.1.6)

In the exit conference (28 February 2017), Joirdr&ary accepted the audit
observation and replied that necessary instructiave already been issued to
all PRIs for parking of funds in bank/treasury & pcheme guidelines. Fact
remains that the instructions have been violatedewlo action have been

taken against the defaulters.

2.1.3.7 lrregular parking of funds

Rule 306 of Jharkhand Treasury Code prohibits drawal amtlipg of fund in
anticipation of expenditure and to prevent lapsbuafget. Audit noticed that in
five* test checked ZPs, a sum 08.79 croré (Appendix-2.1.7)drawn by the
CEO from treasury for construction Banchayat BhawairiPBs), creation of
assets for augmentation of income of ZP, developimermposes etc. were lying
in the PL/Bank account of ZPs and remained usetllifor one to eight years as
of March 2016. The reasons included failure to et@mministrative approval
by the RDD (PR), failure of ZP Board to identifycaselect the works, change
in decision by ZP etc. Thus, failure to utilise tiwads prevented creation of
assets.

In the exit conference (28 February 2017), Joirdr&ary accepted the audit
observations and replied that necessary action beilissued to the ZPs for
early utilisation of funds.

¥ No money should be drawn from treasury and kefgink in anticipation of expenditure

to be incurred. It is not permissible to draw ademin anticipation of demands from the
Treasury for execution of works, the completionadiich is likely to take a considerable
time to prevent lapse of appropriation
*  Dhanbad - 44.37 lakh, Garhwa- 266.08 lakh, Godda- 577.24 lakh, Palamu-
16.24 lakh and Ranchi-75.29 lakh

° 5.78 crore was lying in P.L. Account and.01 crore in bank accounts of ZPs.
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2.1.3.8 Irregular exercise of financial power by tk District Engineer

The post of District Engineg{DE) is governed by the Bihar PSs and ZPs
(Conditions of Service) Rules, 1964 which provifmsdeputation of a DE by
the State Government to the ZP for various techppiceposes like preparation
of schedule of rates (SORs), technical sanction) (I8 schemes,
recommendation of acceptance of tenders to theel@@king of measurement
of works etc Further, as per applicable rfiethe CEO, with prior approval of
ZP Board, is the competent authority to acceptdendsign agreements, issue
work orders, pass bills and draw and disburse BAB<u

In five out of six test checked ZPs, the CEOs of 4ifPegularly transferred
funds to the concerned DEs for execution of workslevthe DEs exercised
financial powers by inviting tenders, executing esgnents and passing
vouchers worth 405.86 crore during 2011-16 though financial povaesnot
bestowed on DE under JPR Act, 2001 and applicalds.r

As evident from the above, the DEs though requiedorovide technical
support to the ZPs, were irregularly functioning iagependent financial
authority without any formal devolution. Such arsfigant failure in the design
for execution of works by DEs eroded the checkslaldnces of the system of
public works by CEOs as provided in the Act/ Rules.

In the exit conference (28 February 2017), Joictetary accepted the audit
observations and replied that proper direction$ bl issued for functioning
of District Engineer.

2.1.3.9 Irregular Expenditure without authority of Chairman/ Pramukh

Rule 8 (1) of Jharkhan®anchayat RajBudget and Accounts) Rules, 2010
prescribes that fund from the Bank/ Treasury wdl drawn by the Secretary/
EO and Assistant Secretary of PS and CEO of ZIP gdiiting proper authority
of Pramukhand Chairman respectively.

Audit noticed that in contravention of the provissp approval of Chairman or
Pramukh was not obtained for drawal of 799.87 crore for incurring
expenditure during 2011-16 in 28 ZPs/PSs of the tbecked districts.
Expenditure of 799.87 crore (Appendix-2.1.8) includes payments on
execution of works, administrative expenses anustes of funds to executing
agencies/GPs.

As such, the executive control &ramukhand Chairman was absent over
expenditure of PS and ZP. Further, these PRIs erephepared the budget
estimates nor presented the annual accounts t®dhed. Thus, drawal and
expenditure of 799.87 crore was irregular as it bypassed the approf
competent authority.

In the exit conference (28 February 2017), Joictetary accepted the audit
observations and replied that proper directionslvalissued.

®  The Bihar PSs and ZPs (Budget and Accounts) RL#% and JPR (B & A) Rules, 2010
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2.1.4 Execution of schemes

During 2011-16, construction of PBs, AWCs, otheildings’, roads, culverts,
drain,chabootara ponds etc. were undertaken by the PRIs from fuedsived
under BRGF, 13FC, State plan grants and deposkswor

Audit noticed that RDD (PR) did not maintain condated status of the works
taken up by the PRIs or expenditure incurred osehgoks. However, in the
sampled districts, the PRIs took up 15,313 works donstruction during
2011-16 and spent439.69 crore. This included 6182 road and culventkes
valued 130.55 crore although these functions (works) weredevolved to
them by the State Government. Joint Secretary, R{®R) accepted
(28 February 2017) that such functions have noh lms/olved by the State
Government to the PRIs and stated that correspoadenuld be made with
other departments for this.

Further, it was observed that 13,361 works werepteted during 2011-16
while 1,952 works could not be completed as of Mag9)16. On these
incomplete works 93.71 crore was incurred as showable-2.1.3below:-

Table-2.1.3: Physical status of works in test cheekl PRIs

in crore)
SI. | Name of| Number | Actual |Completed/incompletel Estimated| Expendi-

No. the of  |Expenditure costof | tureon
District | works incomplete| incomplete

taken works works

up

1 |Deoghar 3214 56.41 3132 82 5.71 0.84
2 |Dhanbad 2242 68.54 1912 350 31.41 18.65
3 |Garhwa 1928 41.61 1511 417 30.57 14.76
4 |Godda 1409 62.18 1304 105 0.61 0.23
5 |Palamu 4205 79.6Q 3700 505 37.15 23.00
6 |Ranchi 229b 131.35 1802 493 85.89 36.23
Total 15319 439.64 13361 1952 190.73 93.71

The reasons for failure to complete the works idetuland dispute (23 works),
paucity of fund (127 works), slackness of executiggncies (1,802 works) etc.
Further, age analysis of these works revealedofhiie 1952 works, 616 works
were incomplete for more than three years despitariing expenditure of

55.51 crore which defeated the intended objectiwéise schemes as shown in
Table-2.1.4below:-

Multipurpose Hall, Shops/ivah MandapDak Bunglowetc.
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in crore)
Test Incomplete| Number | Expenditure [Number of| Expenditure |Percentage
checked works | of works works of
PRIs taken up taken up incomplete

to during works
2012-13 2013-16

ZPs 1636 614 55.507 1022 35.337 17
PSs 210 2 0.003 208 1.458 12
GPs 106 0 0 106 1.405 3
Total 1952 616 55.5] 1336 38.2¢ 13

In the exit conference (28 February 2017), Jointr&ary replied that
necessary instructions would be issued for timelpgletion of the works.

A review of execution of these works in audit rdedairregularities such as
wasteful expenditure, unfruitful expenditure, excaad fraudulent payments to
executing agencies, incomplete works, works execate private land etc. as
discussed in succeeding paragraphs.

2.1.4.1 Expenditure on abandoned works

As per Rule 132 of JPWD Code, except in the cassm&rgent work, no work

should be started on land which has not been dalyenover by the responsible
Civil Officers. In ZPs Deoghar, Garhwa, Godda aradafu construction of

12 buildings (PBs, AWCs and shops) estimated &89 crore were taken up
during 2007-11 by the CEOs without ensuring tranefdand in the name of

ZPs. This led to stoppage (between December 20d G-abruary 2015) of the

works and subsequently their abandonment (March &®February 2015) due
to land dispute. On these works expenditure 61.06 lakh had been incurred
by the ZPs which proved wasteful as detaile@lable-2.1.5

Table-2.1.5: Wasteful expenditure on abandoned wokktill March 2016
in lakh)

District | Work [No.off Year | Estimated |Expenditure| Work stopped since
works cost
Palamu| PB, Shops 04 |2010-15 88.63 15.24December 2010 to
February 2015
Godda | PB, AWC| 02| 2007-11 21/00 7.31June 2011
DeoghafPB 03 | 2008-11 64.62 19.26May to July 2011
Garhwa|AWC 03 [2010-11 15.00 9.25July 2013
Total 12 189.25 51.06

Present status of two abandoned works at Palashoisn below:

Photograph (12 August 2016) showing shopsPhotograph (12 August 2016) showing PB
constructed upto plinth level and abandoned constructed upto lintel level and abandoned
(Nawatoli, Palamu). (Polpol, Palamu).
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In ZP, Palamu, construction of two PBs at Sholay lamingapanchayatsinder
Patan block estimated at 42.53 lakh were taken up (March 2011) for
construction departmentally. Audit noticed that kgowalued 22.98 lakh
(54 per cen} were executed and thereafter stopped in Decegiider and June
2012 respectively. DDC ordered (July 2016) the eamed JEs to dismantle the
buildings and to reconstruct them as the buildingse found not habitable due
to substandard work and development of cracksensthucture. However, no
action was taken (February 2017). Thus, expendibiire 22.98 lakh on the
building under orders of demolition proved wasteful

In the exit conference (28 February 2017), Joirdr&ary accepted the audit
observations and replied that due to land disputeksv could not be
completed. He further stated that inspection ohli®®Bs was carried out by
Building Construction Division and found inhabitabtlue to substandard
work after which instructions have been issuedeimalish them and construct
new buildings for both PBs.

2.1.4.2 Unfruitful expenditure on incomplete works

Under BRGF/State Plan, construction of 301 PBSNCs estimated at
54 crore were taken up departmentally or throlagthuk samitisduring
2007-11. However, these works could not be coregletithin the stipulated
period on account of negligence of concerned AEs/lii€al disturbance, land
dispute, improper monitoring of ZPs while the coatipin periods were over.
The delay in construction of buildings ranged frone year to nine years. On
these incomplete works, expenditure 0f28.57 crore was incurred which

proved unfruitful.

In ZP, Ranchi, Gol approved the construction ofdTBero with equipment
at a benchmark cost of 3.04 crore ( 2.35 crore for civil works and
0.69 crore for equipment) with the condition tHahie cost of DPR deviates
Land disputes, by more than 1(er centfrom the benchmark cost then the State would take

paucity of fund, prior approval of Gol before inviting tender.
improper monitoring

by ZP and negligence  Audit noticed that State Government accorded adtnative approval (AA) of
of concerned AES/JEs 3.04 crore without specifying cost of equipmentd areleased only
gii‘g;egthr;gg?u'tfm 1.52 crore. DE prepared Detailed Project RepoRRPof 3.04 crore for
3746 crore on 398 Civil works which exceeded the benchmark cost af erorks ( 2.35 crore) by
incomplete works 29 per cent However, tender for the work was invited by DEheut approval
of Gol for the increased cost of civil works. DEkeeuted agreements of
3.12 crore to complete the works by May 2015 bet ¢bntractor stopped
(October 2014) the work after executing work fot.27 crore for want of fund
against increased cost of 0.77 crord The work was not resumed as of
February 2017 as balance fund was not releaseds, Ttha expenditure of

1.27 crore on incomplete ITI building proved unfiuii

In ZPs, Godda and Garhwa, construction of 10 sshealued 5.09 crore
were taken up departmentally during 2008-10 for mletion between
September 2008 and December 2010. The works wegpest midway between

Districts: No. of works, expenditure; Dhanbad:22key 2.64 crore; Garhwa: 74 works,
6.15 crore; Palamu: 163 works15.94 crore; Ranchi: 42 works,3.84 crore

9 Agreement cost of 3.12 crore minus benchmark cos2.35 crore.
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May 2009 and October 2012 due to negligence ofctmeerned JEsabhuk
Samitisto complete the works. On these incomplete woekg@enditure of
3.05 crore was incurred which proved unfruitful.

In three test checked ZPs, construction df 58WCs valued 3.08 crore
were taken up during 2011-13 for completion betwidp 2011 and November
2012. After expenditure of 1.35 crore, the works were stopped between
February 2012 and June 2013 without any reasomsoand. These works were
not resumed as of February 2017. As a result, thiksmemained incomplete
and objective could not be fulfilled. Thus, expéad of 1.35 crore on these
incomplete works was unfruitful.

In ZP, Garhwa, State Government sanctioned (Semeni008)
construction of a Hostel worth 39.08 lakh as deposit work. The State
Government also sanctioned (March 2014) constmiotib 19 Ponds valued

2.78 crore byPani Panchaydt and released 19.54 lakh (September 2008)
and 1.30 crore (March 2014pespectively to ZP Garhwa. The works were
taken up between July 2009 and March 2014 but stepped (September 2010
and March 2015) after incurring expenditure 0£9.54 lakh and 1.30 crore
respectively as the remaining amount required taptete the works was not
released by the Government for which no corresporeleor reasons was
available on record. Thus the expenditure df.50 crore on these incomplete
works proved unfruitful.

In ZP, Deoghar, State Government allotteti44 crore (between December
2008 and October 2009) to Deputy Commissioner (E€)construction of
Quarters in the campus of Civil Surgeon Office loa basis of model estimate
of 2.04 crore and directed to get AA and TS from tbhmpetent authority
prior to execution of work through tender.

Audit noticed that without AA and TS, DE Deoghanuoenced (January 2009)
the work departmentally for completion by three then Later on detailed
estimate of 2.30 crore was prepared (February 2009) and Bebtfary 2012)

to the State government for AA but approval wasgranted (February 2017).
The DE executed work valued 1.22 crore and stopped (July 2011) further
work after payment of 1.16 crore for want of fund. It was noticed in aubat
the work was not resumed (February 2017). Thus, d@Rpenditure of

1.16 crore on the incomplete work proved unfruitful

In ZP, Garhwa, construction of fivBanchayatResource Centres and a
Hostel valued 89.08 lakh were taken up (between November 20@8Jane
2010) departmentally for completion between Mard®and October 2010. It
was noticed in audit that the works were stoppesivéeen March 2009 and
August 2013 after incurring expenditure of 56.14 lakh due to transfer/
retirement of the JEs. The work was not resumedfdbruary 2017. As a
result, expenditure of 56.14 lakh on the incomplete works proved unfalitf

Thus, due to lackadaisical approach of concerned/J&S, local disturbance,
land dispute, paucity of fund, execution of worktheut AA, improper

10 Garhwa-17, Godda-10 and Ranchi-32
' pani Panchayata body of beneficiaries of water tank formed as mstruction of
Department of Agriculture and Sugar Cane Developni#tvarkhand
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monitoring by ZP, expenditure 0f37.46 crore on the incomplete works proved
unfruitful besides failure to achieve intended objees of the works.

In the exit conference (28 February 2017), Joirdr&ary accepted the audit
observations and replied that prioritisation ofamplete building of PBs are
being done for their early completion. For otherrkgp it was stated that
remedial action would be taken for completion.

2.1.4.3 Avoidable liabilities

In four'? test checked ZPs, construction of 67 PBs estimaied

13.60 crore sanctionttduring 2007-11 and taken up departmentally for
completion by three/ six months remained incomp(ateof December 2016)
despite expenditure of 7.95 crore due to negligence of executing agents
(AEs/JEsLabhuk Samitlsand absence of proper monitoring by ZPs. Noftruit
action was taken by the ZPs despite instructionar¢M 2014 to June 2016)
from the department for early completion of the kgorAs the works were not
completed on time, the estimated cost of these B% Rcreased from

13.60 crore to 16.32 crore during 2014-16 due to increase in odfst
materials and labour which resulted into extrailiigbof 2.72 crore on state
exchequer. Had these works been completed on tir@&/2 crore would have
been avoided.

There was In ZP, F_Qar_lchi, NIT_ for construction_of Art and Guritl Building at Silli

avoidable liability ~ BlOck was invited (April 2012) at an estimated cot 5.29 crore. The work

of 465croreon Was awarded (April 2013) to a contractor fo5.35 crore for completion by

68 works due to January 2015. The contractor intimated (Octobei3R@ie DE about delay in

delayed execution  gward of work by one year and deviation in itemsvofk due to uneven land at

of works work site. Thus, the issue of uneven land was ditotio notice of higher
authority after more than five months of commenasnoé work while as per
conditions of NIT the contractor was required taitvisite of work before
responding to the tender. Thus, contractor's statemegarding uneven land
and acceptance of same by ZP was doubtful.

The estimate was revised (December 2015) t6.22 crore which included

41.75 lakh as additional sum for the uneven |dfte contractor executed
work for 1.78 crore till January 2015 and thereafter stopjpether work
which was not resumed as of January 2017. Auditedtthat the department
released only 2.15 crore (between May 2012 and September 204%)ite
several requests by the DE which caused delayymeat to contractor up to
213 days.

Thus, delay in allotment of work and failure to yide fund by the department
besides acceptance of claim of uneven land resuftedost escalation of

1.93 croré* which created additional financial liability toetlexchequer. Had
the work been completed on time, liability 0f1.93 crore would have been
avoided.

12 Dhanbad, Garhwa, Godda and Palamu

13 Under State Plan, BRGF and convergence of BRGR MIENREGS Departmentally /
Labhuk Samiti.

151.08 lakh for preparation of revised estimatmew SOR and 41.75 lakh due to
uneven land.

14
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In the exit conference (28 February 2017), Joirdr&@ary accepted the audit
observations.

2.1.4.4 Fraudulent/Doubtful/Excess payments
Fraudulent payment of 8.27 lakh

In ZP, Dhanbad, scrutiny of measurement book (MB)amstruction work
of providing and laying Pre-Cast Cement Paving iarfidge Hall Campus at
Golf Ground near Durga Mandir revealed that precashent paving was
recorded as executed in an area of 13,926 squetrésfe and a boundary wall
measuring 576 feet was recorded as constructed.etaw joint physical
verification of the work site by audit revealedttipgecast cement paving was
done in an area of 9,433 sft only while the boupdaeall was found to be only
427 feet long. Thus, an excess work quantity 003,4ft was fraudulently
entered in the MB by the JE on which excess paymient.28 lakh was made
to the contractor. Likewise, excess length of 1e8 bf the boundary wall was
booked in the MB by JE on which excess payment2B5 lakh was made.

On being pointed out, CEO ZP, Dhanbad stated thetssary action would be
taken.

In ZP, Godda, physical verification (4 August 2018)Argard® work in
Sarauni, Godda revealed that Plumbing work @35 lakh and flooring work
(providing PCC work of 6.42 cubic metre 0of0.25 lakh, RCC work valued

0.39 lakh and 25 mm thick PS flooring of 31.45 cutmietre of 0.05 lakh
of 0.69 lakh were not executed but were frauduldmlyked in MB in March
2013. It was noticed that payments were made (Ma@d8) to the contractor
by furnishing false completion certificate by th&.Drhe fact that the reported
works were not executed as of 4 August 2016 as istha@ow:

Flooring and plumbing was not done in respect of wiis at Sarauni, Godda (as on 4 August 2016)

In the exit conference (28 February 2017), Joirdr&ary accepted the audit
observations and replied that concerned ZPs woelditected to recover the
excess payment.

Doubtful Payment of 19.88 lakh

As per codal provision, payment in departmentalkaavas to be made on the

basis of bills of materials and execution of wortksough muster rolls.

However, in ZP Dhanbad, payments for purchase afec¢é amounting to
19.88 lakh was made on plain paper without payeesipt and supporting

5 A place where cows/buffaloes are kept
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vouchers in 20 works under MLA scheme. As suchctiresumption of cement
was doubtful.

CEO, ZP Dhanbad replied that the matter was examamel found that the
cement and other materials were utilised as penatgs of the schemes. Fact
remains that the payment was made to the JE withaoporting vouchers of
purchase.

Excess Payment of 66.81 lakh

As per clause 11 of F2 Agreement, the contractall stot be entitled to any
payment for any additional work unless he has vecebrder in writing from
the engineer in charge.

Audit noticed that in 18 works under three #Ps 66.81 lakh was paid in
excess to the contractor either for items not reetl in the estimate/agreement
or excess consumption of items of works bookedh@NB without receipt of
orders from the Engineer-in-charge in writing. Thelcess payments for items
of works without approval stands recoverable. Ha®vevecoveries were not
carried out while Security Deposits were refundethé contractors.

In the exit conference (28 February 2017), Joirdr&ary accepted the audit
observations.

2.1.45 Execution of Sub Standard Work

In ZP, Godda, an estimate 0f12.86 lakh for construction of PCC road was
sanctioned (September 2012) in which earth workgl $dling, brick soling and
PCC works were to be executed. The work was allgffebruary 2013) to a
contractor for 12.60 lakh. Scrutiny of MB of the work revealedttttee PCC
work was executed directly over earth work thougiper the approved estimate
PCC work was to be executed after sand filling lamek flat soling.

However, payment of 8.83 lakh was made for the execdfedems and
security deposit was also refunded (February 2@@5he contractor. This
resulted in execution of sub-standard work .83 lakh for which no action
was taken against the contractor and the Engineer.

In the exit conference (28 February 2017), Joirdr&ary accepted the audit
observations. However, no action was taken agalesofficials responsible
for execution of substandard works.

2.1.4.6 Penalty not/ short deducted

According to clause 2 of the terms and conditidns2ocontracts, if a contractor
fails to complete the works within stipulated pdrigenalty at the rate of
0.5 per centof the estimated cost per day subject to maximudOgfer centof
the total estimated cost of the works is leviable.

In test checked ZPs, 124 works estimated 26.39 crore were not completed
within the scheduled time for which the contractdics not apply for extension
of time despite delays ranging from one month to M@nths. However,
concerned ZPs imposed and deducted penalty wodt27 lakh only while

16 Dhanbad- 21.10 lakh, Godda-9.18 lakh and Ranchi-36.53 lakh
17 Earth work and PCC work
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penalty worth 5.63 crore were not imposed as per clause 2 adigheements.
This resulted in loss of 5.63 crore to the ZPs.

In the exit conference (28 February 2017), Joictetary accepted the audit
observations and replied that necessary instruetioud be issued to comply
with the conditions of contract.

2.1.4.7 Refund of security deposit

As per Clause 16 of the condition of the F2 conjrihe Security Deposit (SD)
should be returned to the contractor only afteeghmonths of successful
completion of the work.

Audit noticed that in ZP, Godda, though constructad an AWC estimated at

5.66 lakh had not been completed in all respebt,06 0.24 lakh was
irregularly refunded (March 2013) to the contractum false completion
certificate issued (March 2013) by the DE. The wotkat remained to be
executed included plumbing and sanitation worksciviprevented the AWC to
be put to function as of February 2017.

In the exit conference (28 February 2017), Joirdr&ary accepted the audit
observations and stated that direction would heedgor remedial action.

2.1.4.8 Lapse of Bank Guarantee

As per clause 8 of Annexure “A” of the JPWD codduwee-l, a successful
tenderer is required to deposit figer centof the estimated cost as SD before
execution of the agreement. Besides, pee centof the bill value is also to be
deducted from each bill.

In ZP, Ranchi, Bank Guarantee wortl80 lakh submitted as SD against nine
works lapsed (between September 2012 and Augu$i) 20k to failure of the
DE to take action to revalidate these till completof these works. Hence, the
financial interest of the ZP was compromised artdguisk.

In the exit conference (28 February 2017), Joirdr&ary accepted the audit
observations and stated that direction would heeid$or remedial action.

2.1.4.9 Irregular Splitting of works to avoid sancton of higher authority

Rule 206 of Jharkhand Financial Rules (JFR) enesaat for purpose of
approval and sanction, a group of works which fowng project, shall be
considered as one work. The necessity for obtaiaipgyoval or sanction of
higher authority to a project which consists oftsgecoup of works should not
be avoided because of the fact that the cost &f paxticular work in the project
is within the powers of such approval or sanctiba tower authority. Further,
as per Government instruction (October 2011), timeged cost is more than

25 lakh, sanction is to be obtained from Supenifiteg Engineer (Financial
limit 50 lakh).

In four out of six test checked ZPs, 21 works ested at 12.71 crore for
construction ofVivah Mandapsshops/ halls, renovation dak bunglowsetc.
were split up into 54 parts keeping the estimatest of each part of the work
below 25 lakh to avoid the sanction of higher authority given in
Table-2.1.6
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Table-2.1.6: Splitting of works to avoid sanction bhigher authority

(in lakh)
District Number | Total no of | Total Estimated | Expenditure Remarks
of works | split works Cost
Deoghar 07 17 393.39 319.22 2 incomplete
Dhanbad 04 04 199.76 186.27 All completed
Garhwa 04 16 378.37 352.18 All completed
Palamu 06 13 299.64 258.18 3 incomplete
Total 21 54 1271.16 1115.85

(Source: Audit findings)

Thus, monitoring of higher technical authoritiesl dhe department was denied
in violation of JFR.

In the exit conference (28 February 2017), Joitr&ary stated that necessary
direction would be issued to comply with the apgticn of rules.

2.1.4.10 Irregular award of multiple works to conractors

According to Rule 16 of Revised Enlistment of Cantors Rules, 1992, no
contractor should be allotted more than one wokk tahe even if their bids are
valid/lowest in another bid and unless the prewiowdlotted work of the
contractor is 75per centcomplete. In thré€ ZPs, 24 contracts valued

18.17 crore executed during 2011-16 were awaméd tontractors either on
same date or before completion of @& centof works previously allotted to
them in violation of above Rules. This resultedmidway stoppage of eight
works valued 14.35 crore on which 8.79 crore was incurred.

In the exit conference (28 February 2017), Joir&ary stated that necessary
direction would be issued to comply with the apgticn of rules.

2.1.4.11 Irreqgularities in procurement of constrution materials

As per provisions contained in JPWDand instruction (March 1994) issued by
the State Government, construction materials shéeldprocured either on
quotations or by inviting tender.

In test checked PRIs, it was noticed that in 184kajoconstruction materials
(bricks, stone chips, sand, cement etc.) wortB.25 crore were purchased
without inviting tenders or quotation. Of this, pbase worth 4.30 crore was

made from unregistered suppliers including purcladse 2.28 crore on Hand

Receipts/Plain papers. Further, site accounts aisee not maintained by two
ZPs, 13 PSs and 42 GPs.

In the exit conference (28 February 2017), Joirdr&ary did not furnish any
reply.
2.1.4.12 Irregular execution of work byLabhuk Samitis

State Government directed (March 2011) that woseksry estimated cost up to
two lakh may be executed throuigbhuk Samitis.

Audit noticed thatn 33 out of 104 test checked GPs, 44 works estidhat
3.09 crore, each valued abovéwo lakh, were irregularly executed through

Labhuk Samiti®n which 2.75 crore were spent till March 2016. Furthee, th

State Government did not prescribe any terms amditons of agreement,

18 Deoghar- 0.72 crore, Godda- 0.34 crore and Ranchi-17.11 crore.

19 Note-1 below Rule 158.
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purchase of materials, maintenance of mustergafiervision of works, quality
control of works etc. for execution of works bgbhuk SamitisThus, the works
were irregularly executed involving tha@bhuk Samitis

In the exit conference (28 February 2017), Joir&ary stated that necessary
direction would be issued to GPs/PSs to comply wite departments’
directions, issued from time to time for executarworks byLabhuk Samitis.

2.1.4.13 Failure to deduct royalty
Royalty not remitted

As per Jharkhand Minor Mineral Concession RulesA200yalty deducted on
the basis of rates prescribed for different minanarals is to be remitted to
Mines Department.

However, in test check of 395 works under four B&$ 15 GPs, audit noticed
that royalty amounting to 18.73lakh was deducted from the bills of the
executing agencies during 2011-16 by the execufifieer/panchayat secretary
but the amounts were not remitted to the Mines Bepat by the concerned
executive officer/panchayat secretary.

Short deduction of Royalty

As per Rule 55 of Jharkhand Minor Mineral Conceasdrules 2004, double
the rate of royalty is to be deducted from the @mtors’ bills in the event of
failure of the contractor to produce proof of paytnef royalty.

Test check of 59 works executed by seven PSs anGHS revealed that

3.28 lakh was deducted short due to deductions rabtesser rate than the
rates prescribed against different minor minerdlsis resulted in loss of
Government revenue worth3.28 lakh.

In the exit conference (28 February 2017), Joir&ary stated that necessary
direction would be issued to PRIs for immediateitemces of the royalties to
the concerned Government Head.

2.1.4.14 Work executed without title to the land

As per Government instruction (August 2014) works t® be constructed by
ZPs only on the land which belongs to them.

However, on orders of ZP Godda and PS Patan (Pglaeight works were
constructed at a cost of 87.84 lakh on private land. Likewise, ZP Garhwa
constructed 12 Community Halls¥ivah Bhawansfor 67.86 lakh on
Government land without transferring the title lne hame of ZP. Audit noticed
that no action was taken to transfer the titlehaf kands in the name of ZPs.
Thus, the works were executed in violation of Gaweent instructions.

In the exit conference (28 February 2017), Joir&ary stated that necessary
direction would be issued to the PRIs to comphhwatles.

2.1.4.15 Irregular Administrative Approval

State Government directed (October 2011) to getrastmative approval (AA)
of the works of ZP up to 25 lakh from ZP Board.

In ZPs, Deoghar and Garhwa, AA of 698 works estchadt 134.33 crore
executed under BRGF were accorded by the DDC-cu@-@istead of ZP
Board. Thus, these works were not sanctioned bgdhegpetent authority.
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In the exit conference (28 February 2017), Joir&ary stated that necessary
direction would be issued to the PRIs to comphhwidépartment’s direction.

2.1.4.16 Failure in approval of building plan

As per clause 4.1 of building bye laws, no buildsi@ll be erected/re-erected
without obtaining approval from concerned Municipias.

However, in test checked ZPs, 50 buildings estichaite 44.81 crore were
constructed in municipal area without sanction aflding plan from the
concerned Municipalities. Thus, ZPs constructeddHhauildings in violation of
Building bye laws.

In the exit conference (28 February 2017), Joir&ary stated that necessary
direction would be issued to the PRIs to comphhwatles.

2.1.4.17 Irregular execution of works in municipharea

As per Section 47 of JPR Act, 2001 for every distihere shall be a ZP having
jurisdiction over the entire district excluding bugortions of the district as are
included in a Municipality. Further, as per JharkhaMunicipal Act, 2011,
duties of providing basic services in municipalagies with Municipalities.

Audit noticed that 25 works estimated at.58 crore relating to construction of
roads and drain were irregularly executed by thedd@®ghar in municipal area
over which it did not have any jurisdiction. On sheworks, 1.31 crore was
spent. Further, ‘No Objection Certificate’ was alsot obtained from the
concerned Municipality.

In the exit conference (28 February 2017), Joir&ary stated that necessary
direction would be issued to the ZPs in this regard

2.1.4.18 Buildings constructed without roof top ain water harvesting

As per instruction (May 2008) of MoPR, Gol the rogp rain water harvesting
is required to be installed in buildings constrddiem BRGF fund.

In six test checked districts, 1¥8PBs estimated at 228.35 crore were taken
up during 2007-15, in which provision of roof tagr water harvesting system
was not included.

In the exit conference (28 February 2017), Joinr&ary accepted the fact and
stated that it would be complied in future.

| 2.1.5  Utilisation of created Assets

2.1.5.1 Idle Assets

In six*! test checked ZPs, 1255 assets such as PBs, AW@Sppose Hall,
Shops,Vivah MandapsDak Bunglowsetc. were completed during 2011-16.
Audit observed that 125 (lffer cen} of the 1255 assets created at a cost of

24.30 crore for augmentation of income of ZPs du011-15 were lying
idle since their construction due to failure intlsetent/leasing of the assets by
ZPs on grounds of deficient monitoring, absenaaibétives for leasing out the
assets upon completion etc. by the ZPs. This defahe intended objective of
construction activities to create assets to augthenhcome of ZPs.

# Deoghar-183, Dhanbad-222, Garhwa-163, Godda-138m®a217, Ranchi-274
2l Deoghar-19, Dhanbad-44, Garhwa-17, Godda-8, ReBrand Ranchi-1
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In the exit conference (28 February 2017), Joir&ary stated that necessary
direction would be given for immediate settlemeithe assets lying idle after
approval of the Board.

2.1.5.2 Loss of revenue frorwivah Mandap

Construction ofVivah Mandapat Golf Ground, Dhanbad was completed in
March 2013 with the intention to generate incometsrsettiement/leasebut
settlement of th&/ivah Mandapcould not be done by the ZP till June 2016.
However, on physical verification (June 2016) a& Wivah Mandapby audit it
was found thaVivah Mandapwas let out for marriage. On being enquired, the
Manager stated that théivah Mandapwas settled by ZP and furnished a
statement of income of 2.56 lakh received as rent for the period February
2015 to March 2015 which was submitted to the Inechax Department.
However, no proof in support of settlement of ¥ieah Mandapcould be
produced to audit by the Manager. As sMolah Mandapwvas unathorisedly let
out on rent by the Manager while the rent colledd 2.56 lakh was not
deposited in ZP account.

In the exit conference (28 February 2017), Joitr&ary stated that necessary
direction would be given for its remedial actioracFremains that no action
has been taken or contemplated against the offiaiblved in unauthorised
running of thevivah Mandap

2.1.5.3 Loss of revenue due to delay in settlemasftshopsWVivah Mandap

In ZP Godda, twd&/ivah Bhawansvere constructed (February 2013) at a cost of
34.96 lakh without executing works related to eleity, water connection
and sanitation despite their provision in the eatéen

Audit noticed that these essential works couldb®tlone as Reinforcement in
Cement Concrete work was executed in excess quaotiér estimated
provisions and to keep the value of work within #stimates, the works of
electricity, water connection and sanitation wesedone by contractor. Thus,
the Vivah Bhawarconstructed at a cost 0f34.96 lakh remained unsettled and
lying idle.

In the exit conference (28 February 2017), Joir&ary stated that necessary
direction would be given for its immediate settlemafter approval of the
Board.

2.1.5.4 Irregular use of constructed buildings

In ZP Palamu, a Multipurpose Hall constructed (M215) at a cost of

23.73 lakh was utilised by the DC for the Electmurpose but not handed
over to ZP for its intended use (June 2016). FurtAB in Haidernagar block
constructed at a cost 0f16.36 lakh was unauthorisedly captured by thel loca
inhabitants for over three years claiming theithtsggover the land. Circle
officer, Hussainabad reported (June 2015) that l&mel is Gair-Mazurwa
Malik?3, Thus, the PB was constructed without transfemnfllin the name of
the ZP as required and could not be settled.

= Entering into agreement with a person/firm etc. &odefined period by the property

holder under defined terms and conditions for sadilbn of revenue.

% Land settled to a person by the Government
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In the exit conference (28 February 2017), Joint&aryaccepted the fact and
replied that Multipurpose Hall has since been \etaind the process of
settlement for rent realisation would be initiasmbn. He also accepted that
PB at Haidernagar Block has also been vacated autbvbe handed over to
the concerned GP soon. Fact remains that settlewfetlhese assets for
revenue generation was yet to be ensured.

2.1.6 Internal Control and Monitoring

2.1.6.1 Maintenance of records

As per JPR (Budget & Accounts) Rules, 2010, impuart@cord$® must be
maintained and regularly updated to establish dectefe internal control
mechanism in the PRIs but these were not beingtaiaéd in the test checked
PRIs.

Audit further noticed that important records retate construction activities
prescribed in Bihar PS and ZP (Budget and AccouRitsgs, 1964 and JPWA
Code, such as Contractors’ Ledgers, Registers ok¥YRegister of bills, Order
Books, Deposit Ledgers, Advance Ledgers, etc. wetanaintained by any of
the test checked ZPs and PSs. Absence of theselsdauited the scope of
audit scrutiny.

In the exit conference (28 February 2017), Jointr&ary accepted the fact and
replied that there is acute shortage of staff @mRRIs.

2.1.6.2 Inspection and supervision

JPWD Cod& prescribes for periodic inspection by Chief Enginand
Superintendent Engineer. But in absence of thestspo RDD (PR), these
inspections could not be done. Further, no recawel® maintained by the DEs
in any test checked districts in support of inspesct carried out, if any.

Section 105 of JPR Act, 2001 prescribes the StateeGBment to authorise
an officer or person to inspect construction waskslevelopment scheme. But
no such inspection was done in any of the testkatkdistricts.

Vigilance Committees inGram Sabhawere not constituted in any test
checked PRIs, though provided under Section 10hef 3PR Act, 2001.
Vigilance Committee has to prepare a report whgchoi be placed in annual
meeting of theGram Sabhaln the absence of the vigilance committee, this
exercise could not be undertaken.

In the exit conference (28 February 2017), Joinr&ary accepted the fact and
replied that there is acute shortage of staff @mRRIs.

2.1.6.3 Monitoring and evaluation
DPC

As per Section 130 of JPR Act, 2001, meeting of D80 be held at least once
in two months. In the six test checked district®d3 met only five to eight
times during 2011-16 against prescribed 25 meetikRggther, DPCs neither

Budget Estimates, Annual Accounts, AdministratiReports, General Cashbooks, Grant
Appropriation Register, Treasury Passbooks, Rebatioh Statements, Register of
immovable property etc.

% Rule 20 and 24
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monitored the implementation of the programme afpgroving the AAP under
BRGF nor evaluated the outcome of the programmesidBs, sub-committees
and executive committee were to be constituted iy DPC but, such
committees were also not constituted.

In the exit conference (28 February 2017), Joirdr&ary stated that due to
shortage of staff at District Offices, these couid be done.

Social Audit

Though provided in BRGF scheme guidelines, soaiditavas not conducted
for BRGF schemes in the test-checked PRIs. As atrgaublic grievances
could not be addressed.

In the exit conference (28 February 2017), Joirdr&ary accepted the audit
observations.

Evaluation

As per MoPR guidelines (November 2008), PRIs hawstertake a diagnostic
study of its backwardness which includes preparatioa baseline survey for
undertaking evaluation at a later date.

Audit observed that in all the six test checkedridis, baseline survey was not
conducted. In the absence of baseline survey, Ris €uld not evaluate the
benefits of the construction activities undertakgrihem.

In the exit conference (28 February 2017), Jointr&ary accepted the fact and
stated that due to shortage of staff it could reotibne.

2.1.6.4 Use of IT applications

With a view to introduce and strengthen e-GoverearddoPR developed
PanchayatEnterprise Suite which comprises 11 Core Commaticgtions for
planning, monitoring of works and assets, accognsncial audit etc.

It was noticed that the test checked PRIs did set the available softwares
such as Plan Plus, Action-Soft, National Asset @o®y etc. Only PRIASoft

(accounting softwares) was being utilised by PRisrbcording of entries in it

during 2011-16 was dismal.

Audit further noticed that performance of e-pan@tacheme was marred due
to absence of internet connectivity with computeliscin GPs, absence of
computer operators and improper or absence of arante of records such as
General Cash book and Asset register etc. by the PR

In the exit conference (28 February 2017), Jointr&ary accepted the fact and
stated that department has initiated for appointroécomputer operators for
each GP.

2.1.7 Conclusion

During 2011-16, the PRIs failed to prepare 15 ygemion document, five years
perspective plans, annual plans and sector spetdiis for development of the
Panchayatarea as envisaged under JPR Act, 2001. FuttnePRIs executed
functions such as construction of roads, culvertsl &ridges valued

130.55 crore although these functions were not ldedoto them by the
concerned departments of the State Governmentgi@ihl-16.
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The PRIs were deprived of Central grantsder BRGF scheme and 13 FC
amounting to 1129.10 crore due to failure of the State to hoR{CDmeetings

in time, submit AAP and comply mandatory conditidos release of fund.
Besides, the PRIs were also denied.87 crore as State Government did not
pay penal interest for delayed release of grants.

The construction activities were not efficiently mged as there was wasteful
expenditure of 74.04 lakh on 14 abandoned works, unfruitful exitteme of

37.46 crore on 398 incomplete works, cost escalatif 4.65 crore on
68 works, excess payment of 5.63 crore for failing to impose penalty in
124 works besides failure to recover unutiliseddfyninterest money and
advances worth 30.43 crore from the implementing agencies.

Settlement of assets created from constructiorvities was ill managed as

125 buildings constructed at a cost 0f24.30 crore for income generation

remained idle since its completion. Further, tWMovah Bhawansvalued
34.96 lakh in Godda could not be settled for wanelectricity and water

connections while two buildings worth 40.09 lakh in Palamu was in

unauthorised occupation. Besides, &ieah Mandapin Dhanbad was let out

unauthorisedly without settlement of the asset aviile rent proceeds worth
2.56 lakh was not deposited in the PRI's account.

2.1.8 Recommendation

State Government should prescribe a timeframeléaming by PRIs to ensure
proper selection of works. Devolution of functioasd funds to PRIs as
mandated in the JPR Act, 2001 should be ensured.

Concerted efforts should be made by the departtoestoid delay in transfer
of funds to PRIs and to ensure its timely utilisatto avoid loss of Central
grants.

Construction activities should be efficiently maadgby following codal
provisions and stringent action should be takeninagahose involved in
misuse of the funds and tardy implementation ofksor

Framework for timely settlement of assets shouldesi@blished to augment
revenue mobilisation of the PRIs and to extendtheefits of these assets to the
end users.
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PART-B

CHAPTER-III |

AN OVERVIEW OF THE FUNCTIONING, ACCOUNTABILITY
MECHANISM AND FINANCIAL REPORTING ISSUES OF URBAN
LOCAL BODIES

An Overview of the functioning of the Urban Local Bodies (ULBs) in the
State

3.1 Introduction

The Seventy-fourth Constitutional Amendment enaateti992 envisaged for
creation of local self-governments for the urbaeaapopulation wherein
municipalities were provided with the constitutibrstatus for governance.
The amendment empowered Urban Local Bodies (ULBgIeliver services
for economic development and social justice witepeet to 18 functions
listed in the Twelfth Schedule of the Constitutiorhe State Government
enacted Jharkhand Municipal Act (JM Act), 2011 iebfuary 2012 and
incorporated all 18 functions to empower ULBs toyide those services in
the State. Jharkhand Municipal Accounts Manual (MMAwas also approved
by the State Government in October, 2012 on thées leddNational Municipal

Accounts Manual which prescribed the procedurecobanting in ULBs.

As per Census 2011, the urban population of Jhadkheas 79 lakh which
constituted 24oer centof the total population (3.30 crore, approximatedy)
the State. The comparative demographic and deveofah picture of the
State is given iable-3.1

Table-3.1: Important statistics of the State

Particulars State Urban
Population size 32988134 7933061
Population size (Male) 16930315 4153829
Population (Female) 16057819 3779232
Sex Ratio 949 910
Literacy Rate (7+ yearspér cen} 66.4 82.3
Literacy Rate (Female) (7+ yearpef cen} 55.4 75.5

(Source: Census 2011)

In Jharkhand, there are 44 ULBg. six Municipal Corporations (M. Corps),
19 Municipal Councils (MCs), 1Blagar Panchayat§NPs), oneNagarpalika
and two Notified Area Committees (NACSs).

3.2  Organisational setup of ULBs |

3.2.1 Organisational Structure

The ULBs are under the administrative control ob&ir Development and
Housing Department (UD&HD), Government of Jharkha(@®oJ). The
Municipal Commissioner/Executive Officer (EO) oktiM. Corp/MC/NP are
appointed by the State Government and has exequiwers for the purposes
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of carrying out the administration of ULB, subjéctthe provisions of the JM
Act, 2011 and of any rules made thereunder.

The Mayor/Chairperson elected by the people presider the meeting of the
Council. The members of committees/sub-committefetlldBs are elected

from the elected Councilors. The orgnisational cdtrce of ULBs is depicted
in Chart-3.1:

Chart-3.1: Organisational Structure

Urban Development and Housing Department, GoJ
( \ ( - - i - \
Municipal Corporation Municipal Council/Nagar
Panchay:
| J . J/
Mayor Chairperson
Municipal Commissioner Executive Officer
K Chief Finance Oﬁicer/C@ / Municipal Finance \
Accounts Officer Officer/Municipal Accounts
Municipal Internal Auditor Officer :
Chief Municipal Engineer - Municipal Engineer
Chief Town Planner - Municipal Health Officer
Chief Municipal Health - Environmental Engineer
Officer - Information and Technology
Municipal Law Officer Offlc.e.r
Chief Information and - Municipal Secretary
Technology Officer K /
Municipal Secretary
Chief Environmental

K Engineer

(Source: JM Act, 2011)
3.2.2 Classification of ULBs

The State Government may after having regard talptipn of any local area,
density of population, the percentage of employmermther than agriculture
activities in such area, the economic importancesoth area, eic by

notification declare any ark#o be a larger urban area, or a smaller urban area
or a transitional areda’he category-wise ULBs in the State as of December
2016 are shown imable-3.2:

Provided that local area having acquired urbarraghearistics and importance such as
availability of market facilities, established irgfties or potentialities to attract industries
or commerce or education, health care or other $ofthstructures for economic and

industrial growth may also be considered.

——
| —
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Table-3.2: Classification of ULBs

Category Nomenclature Population Number
Larger Urban | Municipal Corporation One lakh and fifty thousand 6
Area (M. Corp.) and above
Smaller MC Class ‘A’ | One lakh and above and lgss 19
Urban Area than one lakh and fifty

thousand
Class ‘B’ | Forty thousand and above and
less than one lakh
Nagarpalika | Class ‘B’ | Forty thousand and above and 1
less than one lakh
Transitional NagarPanchayat Twelve thousand and above 16
Area and less than forty thousand
Notified Area Committee Twelve thousand and abpve 2
and less than forty thousand
Total 44

(Source: Information furnished by the UD&HD)

133

Functioning of ULBs

3.3.1 Power of State Government

The Act governing ULBs entrusts the State Goverrinagtn powers so as to
enable them to monitor proper functioning of theBdL Details of powers of
the State Government are giverTiable-3.3

Table — 3.3: Powers of the State Government

Act/Rule/
Authority

Power exercised by Government

Section 91 of
JM Act, 2011

Power to call for records

The State Government may, at any time, requirenangicipal
authority to produce any record, correspondena pt other
document; to furnish any return, plan, estimatatestent of
account or statistics; to furnish or obtain anyorép

Section 92 of
JM Act, 2011

Power to conduct enquiry

The State Government may depute any officer toeaspr
examine any department, office, service, work apprty of
the municipality and to report thereon.

Section 94 of
JM Act, 2011

Power to revoke or suspend resolution
The State Government may cancel a resolution orsioag
taken by ULBs, if Government is of the opinion thiais not
legally passed or in excess of the powers confergg
provisions of the Act.

Section 96 of

Power to dissolve

JM Act, 2011 | Government may dissolve the ULBs, if the ULBs ftal
perform or default in performance of any of theiesiimposed
on them.

Section 590 Power to frame rules

of JM Act, | The State Government may make rules to carry oet

2011 purposes of this Act.

Section 614 Removal of difficulties

of JM Act, | If any difficulty arises in giving effect to the g@risions of this

2011 Act, the State Government may do or cause to be dagthing

which may be necessary for removing the difficulty.

——
| —
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3.3.2 Transfer of functions

Twelfth Schedule (Article-243W) of the Constitutioh India envisages that
the State Government may, by law, endow the ULB# wuch powers and
authority as may be necessary to enable them tctifumas institutions of
self-government.

All the 18 functions envisaged in the Twelfth Schledhave been inserted in
Section 70 of JM Act, 2011, to be performed by theéBs to enable them to
function as institutions of self-government.

However, information furnished by ULBs revealed tthanly eight to
17 functions were actually being executed by the test checkeddJL
(Appendix-3.1).

3.3.3 Transfer of funds

Devolution of funds to ULBs is a natural corollary the implementation of
transferred functions. The State Government retedseds directly for
specific functions such as water supply, roads]ipiiealth, sanitation, street
lighting etc., entrusted to ULBs. In addition, giaiare released to the ULBs
for implementation of State and Centrally Spons@eldemes.

3.3.3.1 Exclusive use of fund for particular purpse

Ministry of Urban Development (MoUD), Gol, suggaebsearmarking of funds
for basic services to the urban poor within locadly budgets as a mandatory
reform under JNNURM. Accordingly, State Governmardde provision in
section 105(2) of JM Act, 2011, for creation ofeparate fund called Basic
Services to the Urban Poor Fénih every municipality for which a minimum
of 25 per centof the funds within the municipality’s budget dhale
earmarked and credited to the said fund on yeatysb For this purpose, the
municipality shall prepare a separate budget knasP-budgétalong with
the municipal budget, every year depicting the itetaf income and
expenditure of fund.

However, as of 31 March 2016 only five out of 26ttehecked ULBs have
created Urban Poor Fund and one (Chas Municipap&ation) of the test
checked ULB have prepared a separate budggigndix 3.2) This defeated
the reform measures and intent of upliftment ofaarpoor as envisaged in the
Act.

3.3.4 Transfer of functionaries

An efficient discharge of devolved powers and fiord by local bodies
requires availability of qualified and trained pmweel at all levels which
would include employment of staff with regard te tlunctions already being
executed by the ULBs.

Municipality’s own sources of revenueg. taxes, fees, user charges and rentste of
municipal asset, assigned revenues, allocation €entral and SFC, etc

The municipality shall prepare a separate budigetgawith the municipal budget, every
year, which shall furnish the details of income axgenditure under fund created for the
Basic Services to Urban Poor for the purposes bfaty of basic services of the urban
poor, including the inhabitants of slum areas.

——
| —
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Audit observed in 20 test-checked ULBs thatp#d centof sanctioned posts
(2212) were vacant (1548) as of 31 March 2016 teldd inAppendix-3.3.

Thus, ULBs had been facing acute shortage of sesftlting in failure in
maintenance of basic records, short collection @fenues etcthereby
affecting the compliance to Acts/Provisions/Orders.

In the light of recommendations of the first Steteance Commission (SFC),
the State Government passed a resolution in May 20 restructuring the
staffing pattern in ULBs and accordingly created thosts. However, even
after lapse of more than six years of passing #@selution, no information
regarding concrete action such as process for itewnt of municipal staff
etc was furnished by the State Government (Novemb&60

34 Formation of various committees

The JM Act, 2011 empowers authorities of ULBs teereise powers and
functions for delivery of services. The authoriteesd their functions are as
follows:

Standing Committee

Standing Committee shall consist of (a) in the acd9d. Corp, the Mayor, the
Deputy Mayor and the Chairpersons of Zonal Commttéh) in the case of
MC, the Chairperson, the Vice-Chairperson and éheted Councillors to be
elected by the Council (c) in the case of NP, tHwifperson; the Vice-
Chairperson, and three elected Councillors to eetedl by the Council.

The functions of the committee are:

It may recommend for increase, decrease, transfimmeake an additional
budget grant under any head during the year.

It shall consider report of auditor along with tesidit report of the
CAG of India, and take action thereon, and shalb aurcharge the amount of
any illegal payment on the person making or ausigi it, and charges
against any person responsible for the amount @f deficiency or loss
incurred by the negligence or misconduct of suaisgreor any amount which
ought to have been, but is not, brought into actbyrsuch person, and shall,
in every such case, certify the amount due fronh ugcson.

It may reduce the amount of holding tax on the meo@ndation of the
Municipal Commissioner or EO.

The Municipal Commissioner or the EO may imposemsolidated tax, at
such rate as it deems fit, assessed on the anal# wof holdings situated
within the municipality with the previous approwalthe standing committee.

The standing committee may approve framing of r@guhs for markets
and slaughterhouses by the Municipal Commission&(

The standing committee shall examine the reporsemices provided at
subsidised rate to be appended by the Municipalr@igsioner or the EO with
the budget estimate.

Mayor/Chairperson

Presiding officer of the Standing Committee.

——
| —
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Present the budget estimate to the Standing Coeeriitfore the fifteenth
day of February in each year.

Municipal Commissioner/EO

Implement the resolutions of the council and cagyout the functions
and the administration of ULBs.

In addition to Standing Committee, ULBs may comséitother committees
(Appendix-3.4) for discharging of functions as per provisionshaf Act.

| 3.5 Audit arrangement

3.5.1 Primary Auditor

The Comptroller and Auditor General of India (CAi&s the right to conduct
such test check of the accounts and to commenhdrsapplement the report
of the Statutory Auditor, as he may deem fit unsign-section (1) of section
20 of the CAG’s (Duties, Powers and Conditions @rv&e) Act 1971.
Accordingly, the Office of the Accountant Generaudlit) (AG) is conducting
audit of ULBs under Technical Guidance and Supemi§TGS) module as
notified (October 2011) by the State Governmengraitmendment of Bihar
and Orissa Local Fund Audit A¢ct1925 in March 2012. Further as per para
10.121 of the recommendations of Thirteenth Fina@oenmission, Audit
Report prepared by Director of Local Fund Audit &A) and the CAG shall
be placed before the State Legislature. The Statee®Gment had appointed
DLFA as a primary auditor of accounts of ULBs inveémber 2014.

3.5.2 Audit by Comptroller and Auditor General of India

During 2015-16, four M. Corps, 12 MCs, four NPs amade NAC were

audited.Annual Technical Inspection Report (ATIR) for theay 2012-13,

2013-14 and Audit Report (Report of the CAG) on aloBodies for the year
2014-15 have been placed before State Legislatuiréhb State Government
has not formed (August 2016) any committee in the Wwith the Public

Accounts Committee or otherwise for discussion led# ATIRs and Audit

Report.

3.5.3 Technical Guidance and Supervision

Under Regulation 152 of Regulations on Audit anaddmts, 2007 read with
State Government Notification dated March 2012, GA@y provide suitable
TGS to primary auditor of ULBsviz, the DLFA for the purpose of
strengthening Public Finance Management and Acetility in Urban Local

Bodies. The parameters of such TGS as given in [Regu 152 are

following:

The Local Fund Auditor shall prepare an annual tapt#in for the next
financial year by the end of March every year;

The audit methodology and procedure for the audidld3s by the DLFA
shall be as per various Acts and Statutes enagtéaebState Government and
guidelines prescribed by the CAG of India;

4 Prior to TGS, Local Bodies were audited underAbe

——
| —
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Copies of Inspection Reports (IRs) shall also hevéoded by DLFA to the
AG (Audit) for advice on system improvement;

DLFA shall furnish returns in such format as maygrescribed by the
CAG for advice and monitoring;

AG (Audit) would conduct test check of some unitsorder to provide
technical guidance and report of the test checkldvbe sent to the DLFA for
pursuance of action;

Irrespective of the money value, any serious ird@&gies shall be
intimated to the AG (Audit);

DLFA shall develop a system of internal controliis organisation in
consultation with the AG (Audit);

AG (Audit) shall also undertake training and capaduilding of the
Local Fund Audit staff.

The State Government created 22 po@tdarch 2013) and appointed DLFA
(November 2014) for constitution of the office tietDLFA to perform the

duties of the primary Auditor as envisaged undex TGS arrangement.
Against these posts, three Deputy Comptroller ofcdmts and 14 Auditors
have been appointed (August 2016). DLFA informe@ép{E€mber 2016)
conducting audit of the accounts of 35 ULB units dight audit parties.
However, IR on the accounts of Local Bodies, forrpagscribed for IR,

method of preparation of audit plan and other r&tgiinformation though

asked for (November 2016 and January 2017) in gucduthe task of

providing TGS was not responded to by DLFA as dirkary 2017.

3.6 Response to Audit observations

3.6.1 Status of Inspection Reports (IRS)

The AG (Audit), Jharkhand conducts periodical irgpe of ULB units by
test-check of transactions and verify the mainteaasf important accounting
and other records as per prescribed rules and guoee These inspections are
followed by issue of IRs. When important irreguias, etc., detected during
inspection are not settled during audit periods¢hare included in IRs and
issued to the head of the office inspected andog obthe same is sent to the
next higher authorities.

For early settlement of audit observations, Adntratsre Departments were
required to take effective steps to adequately es$dissues and irregularities
brought to their notice during the course of awasht/or pointed out through
IRs. Details of outstanding paragraphs for theque£i011-16 against ULBs of
the state as of March 2016 are showiliable 3.4

Director-1, Joint director (ULB)-1, Joint direct®Rl)-1, Section officer-2, Private
secretary-1, Assistant-4, Personal assistant-2,p0tenoperator-3,Upper division clerk-1,
Lower division clerk-1, Driver-3, Peon-2

——
| —
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Table - 3.4: Statement showing outstanding paragraygs

in crore)

Year IRs No of Paragraphs Money Value
2011-12 25 156 40.47
2012-13 40 91 5.5p
2013-14 34 480 378.59
2014-15 13 210 338.63
2015-16 26 200 608.28

Total 138 1137 1371.49

Lack of response to audit observations on the p&rtyLBs resulted in
recurrence of the deficiencies/lapses pointed atliee.

3.6.2 Impact of Audit

Recoveries of 7.61 lakh were made from person(s) concerned iaethr
ULBs?® in course of audit conducted during 2015-16.

| Accountability Mechanism and Financial Reporting isues |

| Accountability mechanism |
3.7  Ombudsman

As per Section 63 of JM Act, 2011 the State Goveminmay appoint one or
more persons to be known as Municipal Ombudsmarcaimy out the
functions or State Government if considers it necessary, neepmmend
such deeds to State Ombudsman. In lieu of apponmnitroé Local Body
Ombudsman, UDD issued noatifications in January 2@zt powers and
functions of Local Body Ombudsman shall be veste8tate okayukta

3.8 Social Audit

Social Audit setup has not been constituted forgmmmes/schemes
implemented by the State Government under the ULBs.

3.9 Property Tax Board

The 13 FC recommended setting up of a State Lenggdpty Tax Board to
assist the ULBs to put in place an independentteardsparent procedure for
assessing property tax. The commission also recomeck that the board
shall enumerate, or cause to enumerate, all piepert the ULBs in the State
and develop a data base, review the property tatesyand suggest suitable
basis for valuation of properties, design and fdatautransparent procedure
for valuation of properties, inspection for veréton in ULBs in the State.

Though constitution of Jharkhand Property Tax Baard Appeal Rules, 2013
was notified (May 2014) by the UD & HD, GoJ, thedBd was not constituted
as of November 2016 for which no reasons were corde

Adityapur  6.31 lakh), Medininagar (0.05 lakh),Mihijam  1.25 lakh),

Receive complaints from any person relating to phevisions of municipal services,
consider the complaints and facilitate their setdat or satisfactory by agreement
through conciliation and mediation between the ripaiity and the aggrieved person by
passing an award in this behalf and look into caimpé of corruption of officials and

Mayor, Deputy Mayor, Chairperson or Sub-Chairperod councillors.

——
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3.10 Service Level Benchmark

Thirteenth Finance Commission (13 FC) stipulatedt tGtate Government
must notify or cause the ULB to notify the serv&ndards of four core
sectors such as water supply, sewerage, storm wgrage and solid waste
management to be achieved by them by the end célfigear. The State
Government notified the Service Level Benchmark &y three years
(2011-12 to 2013-14). Status of notification andpliementation of Service
Level Benchmark during 2015-16 could not be asoerth as information
called (January 2017) from department was awaketruary 2017).

3.11 Fire hazard response

As per guidelines for release and utilisation & 8 FC grants, all M Corps
with population of more than ten lakh (Census 2Q@Lst put in place a fire
hazard response and mitigation plan for their retppe jurisdictions.
Publication of these plans in the respective S@eernment Gazette will
demonstrate compliance with this condition.

The State Government notified (May 2014) Fire Hdz&esponse and
Mitigation Plan for Dhanbad, Jamshedpur and Rant¢hch have population
of more than 10 lakh.

3.12 Submission of Utilisation Certificates

As per Jharkhand Financial Rules, in case of aruanar a non-recurring
conditional grant, the Departmental officer on whosignature or

counter-signature Grant-in-aid bill is drawn, shélrnish the Utilisation

Certificates (UCs) to the AG within one year frohe tdate of the sanction of
the grant.

Information received (February 2017) from AG (Acotsiand Entitlements),
Jharkhand revealed that against grants valued33.93 crore paid during
2011-12 to 2014-15 under Major Head 2215 and $2WTs amounting to
242.38 crore only was received in the office o thG (Accounts and
Entittements) as of December 2016. Failure in ssbimn of UCs of
491.55 crore for such a long period indicate weaternal control and
possible misutilisation of funds.

3.13 Internal Audit and internal Control System of ULBs
3.13.1 Internal Audit

As per Section 123 of JM Act, 2011 State Governnmnthe Municipal
Authorities provide for Internal Audit of day to ylaccounts of ULBs. None
of the 20 test-checked ULBs had system of Intevhadlit for keeping a
regular check on the functioning of the ULBs.

3.13.2 Internal Control

Internal controls provide reasonable assurance htd rhanagement that
financial interests and resources of the orgamisadre safeguard and reliable
information is available.

8 Minor head 191, 192, 193-Assistance to M. Corp., @Nagar Panchayat

——
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Audit observed weakness in the internal controllmesm as the executives
of ULBs did not follow the rules, acts, orders etehich resulted in failure in
maintenance of important records, register, anra@ounts and budget
estimates.

3.14 Financial Reporting Issues

3.14.1 Resources of ULBs

The finances of ULBs comprise receipts from ownrses, grants and loans
from State Government and financial assistance f@@owernment of India
(Gol). The property tax on land and buildings i® tmainstay of ULBS’
revenues. The own non-tax revenue of ULBs compegefor sanction of
plans/mutations, user charges,. gBrants and assistance released by the State
Government/Gol are utilised for development aatgitand execution of
various schemes. Flow chart of finances of ULBshigwn inChart 3.2:

Chart-3.2: Resources of Receipts

Own Revenue Grants Loans

Tax Revenue State Govit.

Non-tax Revenue Govt. of India ||-

Property Tax State Govt

Rental Income I

Others (water tax, tax
on advertisement, etc.

User charges, Fees

(Source: JM Act, 2011)
3.14.2 Releases to ULBs

The details of grants (both Central and State Gowent) released by the
State Government to ULBs during the period from 12202 to 2015-16 are
shown inTable 3.5

Table-3.5: Statement showing release of grants toLBs

in crore)
Year | Particulars Name of schemes Budget Grant

released

Plan Earmarked Scheme/ CSS/CS 190.98150.42

State Plan Scheme/ others 304.96 250.36

2011-12 Non-plan Grant/Loan for Salary, Honorarium, 13FC 97 31 97 31
Grant, etc

Total 593.25  498.0¢

Plan Earmarked Scheme/ CSS/CS 497.00 135.5§

State Plan Scheme/ others 501.00382.5

2012-13 Non-plan Grant/Loan for Salary, Honorarium, 13FC 135.95 7919
Grant, etc

Total 1133.95 590.28

Plan Earmarked Scheme/ CSS/CS 668.15150.73

State Plan Scheme/ others 42(.80 255.04

2013-14 Grant/Loan for Salary, Honorarium, 13FC  182.41 104.15

Non-plan

Grant, etc

Total 1271.36 509.93

——
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Year | Particulars Name of schemes Budget Grant
released
Plan Earmarked Scheme/ CSS/CS 668.56464.13
State Plan Scheme/ others 37(0.00316.42
2014-15 Grant/Loan for Salary, Honorarium, 13FC  757.12 531.15
Non-plan
Grant, etc
Total 1795.64 1311.7(
Plan Earmarked Scheme/ CSS/CS 201.90 99.14
2015-16 State Plan Scheme/ others 115%.00.120.0¢
Grant/Loan for Salary, Honorarium, 13FC  289.28 278.03
Non-Plan
Grant, etc
Total 1646.14§ 1497.2"5
Grand Total 6440.44 4407.25

(Source: State Budget Estimates)

It could be observed from the table above thatgréege of release of grants
was 52per centand 40per centduring the fiscal years 2012-13 and 2013-14
respectively. It was increased to [@8r centand 9lper centduring 2014-15
and 2015-16 respectively.

The reasons for such variance, although calledréon the State Government
had not been furnished (January 2017).

3.14.3 Receipts and expenditure of test- checked Bk

The details of receipts and expenditure of the ¢bsttked ULBs during the
years 2011-12 to 2015-16 are shown inThble-3.6

Table- 3.6: Statement of receipts and expendituref dest checked ULBs

in Crore)
Year |Opening| Grants Loan | Own | Total | Expenditure | Total | Closing
Balance Non- Source Non- Balance

Plan Plan

Plan Plan
2011-12 200.37137.56 7.62 3.60 14.94 364.09 17.25113.14 130.39 233.7(
2012-13 233.70214.96 17.77 5.61 26.04 498.08 18.03104.95 122.9§ 375.1(
2013-14 375.10155.1328.2§ 4.75 29.84 593.08 30.97176.30 207.27 385.81
2014-15 385.81302.59 28.8§ 4.65 32.35 754.28 33.28207.46 240.74 513.54
2015-16 513.54234.2138.39 6.14 42.73 835.01 45.73218.84 264.57 570.44
(Source: Information provided by the test checkiéBs)

Audit noticed that the revenue of ULBs through ossurces against total
receipts excluding opening balance during 2011€12G15-16 ranged from

nine to 14per centwhich indicated that ULBs were dependent mainly on
grants and loan from the Central Government an&thte Government.

Further, the percentage of expenditure against forals available during
2011-2016 ranged between 25 and 36 which refledisoptimal utilisation of
available funds thereby preventing the fulfillmeaitthe intended objectives
towards the citizens.

3.14.4 Short realisation of own revenue

Section 152 of JM Act, 2011 empowers ULBs to leagsess and collect
taxes, user charges, advertisement tax (otherabaertisement published in
newspaper) etdVhile power to collect certain taxes is vestechvtite ULBs,

power pertaining to the rates and revision theisovested with the State

®  Funds include total receipts and opening balant#se respective years.

——
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Government. The status of collection of own reveagainst outstanding dues
of taxes/rent in 20 test-checked UL'Bis given inTable 3.7

Table— 3.7: Collection of own revenue against oushding demand
in lakh)

Year Property Tax Tax on Offensive & Shop Rent
Dangerous Trade
Target Collection |Target| Collection |Target| Collection
(percentage of (percentage o (percentage

target) target) of target)
2011-12 1487.71 615.06 (41.34) 4.67 0.58(12.42) 80.85 44.06(54.49
2012-13 1983.41 471.01 (23.75) 10.39 2.92(28.10) 124.07 91.79(73.98
2013-14 2097.90 643.66 (30.68) 10.68 2.12(19.85) 232.94 91.79(39.40
2014-15 1910.81 627.72 (32.85) 9.27  3.97(42.83) 236.81 89.20(37.67
2015-16 2645.91 848.46 (32.07) 11.27 3.90(34.60) 305.68 113.44(37.11)

(Source: Information furnished by test checked ULBS)

The above position indicates that:

The ULBs failed to achieve the recommendation oftfidive-year plan of
Planning Commission that collection efficiency faoperty tax should reach
at least 8%er centfor all ULBs as the percentage of collection ofgedy tax
ranged from 24 (2012-13) to 41 (2011-12).

Poor percentage of collection of tax on offensine dangerous trade and
shop rent ranging from 12 to 4#r centand 37 to 74er centrespectively
was noticed against the target in the respectiagsye

The acute shortfall in realisation of taxes redutieel revenues of ULBs.
Further due to above mentioned outstanding murlidipes, primary duties of
providing sanitation and other facilities entrusted Local Bodies were
hampered badly as discussed in Chaptesflthe report.

3.14.5 Revision of rate of tax on holdings

As per section 106 of Bihar and Orissa Municipat,Ad22 (which was in
force prior to framing of JM Act, 2011) and sectidb2 (8) of JM Act, 2011
ULBs are required to revise the rate of tdxem Annual Rental Value every
five years or earlier with prior approval of theatét Government. However as
on March 2016, none of thtest-checked ULBs had revised the rate of taxes
for last several years, ranging from 8 to 44 ydArgendix-3.5). Failure to
revise the rate of tax on holdings in time resultedoss of revenue to the
ULBs.

3.14.6 Recommendation of the State Finance Commissi

The 7% Constitutional amendment provides for appointmehf Finance
Commission by the State Government to review thantial position of the
Panchayatsand to make recommendations to the Governor.

Article 243Y stipulates that the Finance Commisstonstituted under article
243l shall also review the financial position oétMunicipalities and make
recommendations to the Governor as to-

10 Adityapur, Chaibasa, Chas, Chatra, Chirkunda, bangDumka, Garhwa, Godda,
Giridih, Gumla, Jamshedpur, Jhumritilaiya, Jugsaldladhupur, Mango NAC,
Medininagar, Pakur, Sahibganj, Simdega.

1 Holding tax, water tax, latrine tax etc.,
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(a) The principles which should govern-

(i) the distribution between the State and the Muniitipa of the net
proceeds of the taxes, duties, tolls and feeshiay the State, which may be
divided between them under this Part and the dilmtabetween the
Municipalities at all levels of their respectiveasé of such proceeds;

(ii) the determination of the taxes, duties, tolls aesfwhich may be assigned
to, or appropriated by, the Municipalities;

(i) the grants-in-aid to the Municipalities frothe Consolidated Fund of the
State.

(b) the measures needed to improve the financial positof the
Municipalities.

In pursuance of Article 243l of the constitutiohgtState Government had
constituted three State Finance Commissions (SBQGssess the financial
status and to determine the principles on the kHsighich adequate financial
resources would be ensured to local bodies. Detegigjiven irrable- 3.8:

Table- 3.8: Constitution of State Finance Commissits

State Finance Date of constitution Date of submission of
Commission report
First SFC January 2004 April 2009
Second SFC December 2009 Not submitted
Third SFC April 2015 In progress

The First SFC recommended for the provision of aré&CMunicipal Services
Provision Grarlt” of 375 per capita in 2009-10 with annual growth wafte
10 per centfor four subsequent years in lieu of taxes notgaesd/ shared with
ULBs whereas the second SFC (December 2009) haslubatitted its report
due to want of manpower and finally its tenure ehaoeJanuary 2014. The
tenure of third SFC (April 2015) is in progress atsdrecommendations are
awaited (February 2017).

Information in respect of acceptance/implementatibthe recommendations
(First SFC) and devolution of funds to ULBs in acance with the
prescribed formula has not been furnished by tlageSEovernment. Further,
as per the 13FC report, action taken on the recordat®ns of the SFC is to
be laid in the Legislature but information in thégard was awaited (February
2017).

3.14.7 Annual Accounts

Preparation of Annual Accounts contributes towagdsuring accountability
in the ULBs. As per section 112 of JM Act, 2011 kenicipal Commissioner
or the EO shall prepare and maintain accounts adnre and expenditure of
the MC on Accrual Based Double Entry Accountingt8ys

The UD&HD does not maintain consolidated informatabout finalisation of
Annual Accounts of ULBs. Hence, status of preparatf Annual Accounts
by all the ULBs in the State could not be commentpdn. However, in
20 test-checked ULBs it was observed that only tei@dityapur, Chas,

Water Supply, Sanitation, Street Lights, Primary&ation, Health and Municipal Roads
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Chatra, Gumla, Jamshedpur, Jugsalai, Mango andrPlaéd been preparing
their Annual Accounts and of this, SLBs had been preparing it on accrual
basis while two had been preparing it on cash basis

Thus, in absence of annual accounts of 12 ULBsfaihde in maintenance of
accrual based accounts of two ULBs, financial pasiof those ULBs along
with their Assets and Liabilities could not be Yied.

3.14.8 Maintenance of records by ULBs

Maintenance of records, registers and accountsabthe important tools of
the internal control mechanism to bring in transpay and accountability.

Scrutiny of the records of test-checked ULBs res@dhat the following basic
records were not maintained by the concerned ULBs datailed in
Table-3.9

Table 3.9: Failure to maintain basic records

Sl.| Records/ Name of the ULBs Implications
No.| Registers
1 |Grant Adityapur, ChirkundgGrant receivedpurpose and date
Register |Deoghar, Garhwa, Jugsajreceipt, appropriation made frg
Madhupur time to time and amount lyir
unutilised in respect of a particu
grant could not be ascertained.
2 |Loan Adityapur, ChirkundgThe date of recpt, amount
Register |Deoghar, Garhwa, Jugsalcondition attached and overq
Madhupur, Simdega instalment of loan with interg
could not be ascertained.
3 |Asset Adityapur, Chaibasa, Chat|ldentification and valuation
Register |Chirkunda, Deoghar, Dumkassets, proper record of all lar
Garhwa, Giridihsites of buildings, tanks, pon
Jamshedpur, Jhumritilaiyferries etc. could not |
Madhupur, Mangqascertained.
Sahibganj
4 |Stock Chirkunda, Jamshedp|Position of stock could not
Register |Jhumritilaiya, Mango verified.

(Source: Information provided by the test checke@§)

3.14.9 Abstract Contingencies (AC)Detailed ContingenciesDC) Bills

As per Jharkhand Treasury Code, Contingent Chargeguiring
countersignature after payment are drawn on “attstsdls” which do not
contain details of charges and are presented toTtkasury without any
supporting vouchers. The monthly detailed bill e tcase of countersigned
contingent charges, shall be submitted to the obimy officer or if there is
no controlling officer, to the AG with all sub-vouers.

Information of AC/DC bills received (February 20X@m AG (Accounts and
Entitlement) Jharkhand revealed that as of Nover2b&6, DC bills in respect
of 55 AC bills for an amount of 31.21 crore was pending for adjustment
against UD&HD

13 Adityapur, Chas, Chatra, Gumla, Jugsalai and Pakur
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3.14.10 Database formats on finances of ULBs

MoUD, Gol issued (April 2011) formats on databasdirtances of ULBs to
the State Government to be adopted by the ULBs rascpbed by the
Thirteenth Finance Commission.

The State Government forwarded (January 2013)dhe=g0 all the ULBs in
the State for adoption and implementation.

However, only sevéfi out of 20 test checked ULBs had been maintainatg d
in the prescribed database formats (October 20h8evi3 other ULBs had
not been maintaining it in the prescribed datali@seats.

Adityapur, Chas, Godda, Gumla, Jamshedpur NAC,alagsMango NAC

——
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CHAPTER-IV

URBAN DEVELOPMENT AND HOUSING DEPARTMENT

4.1 Performance audit on Management of Water SupplySanitation and
Solid Waste Management Services by ULBs

Executive Summary

Urban Local Bodies (ULBs) are responsible for salvexctivities in town
planning and maintenance such as water supplytasani, up-gradation o
slums and maintenance of other infrastructure. Atiog to the 2011 censu
24 per centof people in Jharkhand live in urban areas. Thainghstate ha
lesser urbanisation than the national averagep&ilcen}, it has withesse
rapid growth in its urban population in the lastalde (32.3er cen}. But in
comparison to urbanisation, basic infrastructure services related initiative
such as water supply, sanitation, sold waste manageetc. have not ke
pace resultingn inadequate facilities to the inhabitants. Somaom audit
findings are discussed below:

Service Level Benchmarks fixed by Ministry of Urbabevelopment
Government of India for Water Supply, Solid Wastaridgement (SWM) an
Sewage could not be achieved by the test check®&s$ @s four water suppl
projects in four test checked ULBs targeted toter@86 million litres per da

(MLD) capacity could not be completed despite sjpand 583.47 crore while

SWM projects worth 146.29 crore were stopped midway after incurring
expenditure of 28.47 crore in the absence of land in four testkbd ULBs.
Further, none of the test checked ULBs construseadage network while 6

per centdrains in nine of the 10 test checked ULBs wereouared and bese

with garbage.

(Paragraphs 4.1.6.5, 4.1.8, 4.1.10.2 and 4.1.11.

Failure to complete the water supply projects inrfoest checked ULB
affected water supply to atleast 22.67 lakh infzadtg. In the test checke

TR o
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ULBs, only 29per centof the total HHs had access to piped water while

shortages in supply of water ranged between ning @& per cent of
requirement. Further, the per capita supply of wateseven out of 10 tes
checked ULBs ranged between 10 and 110 litres ggatacdaily (Ipcd) agains
standard of 135 Ipcd. Sevent of 10 test checked ULBs did not install met
for residential water connections. The durationmater supply ranged fror
one hour per week to 12 hours a day against tharesgent of 24 hours pe
day.

(Paragraphs 4.1.6.5,4.1.8, 4.1.9.1, 4.1.9.2 anil.@.3)

In the approved Master Plan of Ranchi, water suppiyne Capital district i$

claimed to have been eased by interconnecting Hatada and Rukka dam
However, instead of interconnectivity of dams, Raik&servoir was connectg
with catchment areas of other two dams. As a regtibning of water from
Hatia dam continued unabated besidestic supply of water in many parts
the city especially under the catchment area ofaHm.

(Paragraph 4.1.8.1)
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Although Operation and Maintenance (O&M) costsviater supply was to be
met from water user charges, four test checked Ufdled to recove
outstanding water user charges wortB7.22 crore due to which only 2@r
centof O&M cost could be met. The State Government 10$0.50 crore pe
year on ‘Non-revenue water’ beyond the benchmankt bf 20 per cent

(Paragraph 4.1.9.5 and 4.1.9.6

None of the test checked ULBs have sewage netwlarkhe absence @
underground or piped sewer system, 175.09 MLD dfeated waste wate
were being discharged into open drains pollutingring water bodiesIn test
checked ULBs, only 2Ber centto 72per centHHs have toilet facility against
the benchmark of 100er cent

-~

Mg

(Paragraph 4.1.6.5 and 4.1.10.2)

Scientific collection, treatment and safe dispos@lksolid waste in the test
checked ULBs were deficient as SWM projects to esslrthese were npt
completed. HHs in eight out of 10 test checked Ulkise not covered under
solid waste management services while coverageastencollection in six test
checked ULBs ranged between 39 andp@® cent.Landfill sites in nine
sampled ULBs were not available and waste was ddnmpelose proximity tQ
residential areas and river side.

(Paragraph 4.1.6.5, 4.1.11.2 and 4.1.11.,5)

In test checked ULBs, shortage of manpower rangeetwden
21 per centand 90per centin supervisory/sweeper cadre. Garbage disposal
vehicles were available to the extent of Op&3 centto 5.81per centof the
requirement only as prescribed in the SWM manualckvhaffected the
cleanliness of cities and posed a threat to enment and health of residents.

(Paragraph 4.1.12)

\ 4.1.1 Introduction \

The 74" Constitutional Amendment Act (CAA) broadened ttenge of
functions to be performed by elected urban locatlié®m (ULBs). The
Constitution envisages ULBs as being totally resgaa for all aspects of
civic services, development and environment in dities, thereby going far
beyond the traditional role. Provision of basic ames such as water supply,
sanitation, solid waste management (SWM) are antbagcore activities of
the ULBs. The efficient performance of these resgulities requires proper
institutional structure, decentralisation of poweeglequacy of resources,
support of the State Government and a concertedt ¢ff build capabilities in
the various sections of the ULBs machinery.

4.1.2 Organisational setup

The Urban Development and Housing Department (UD§HEbvernment of
Jharkhand (GoJ) is responsible to oversee andtédeilplanned development
of cities, towns and smaller urban settlementshim d$tate. The department
exercises administrative control over the ULBs dadelopment authorities in
the state.
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The Municipal Corporations, Municipalities and Nigtll Area Committees
(NACs) are administered by an Administrator and cgpeOfficer whilethe
legislative setup of ULBs consists of Mayor/Chaimm®eputy Mayor/Vice-
Chairman assisted by Standing Committees as iretidgatChart-4.1.1.

Chart-4.1.1: Types of Local Self Government

[ Secretary, Urban Development and Housing Department
p ( ) 4 N
»[ Types of ULBs » Head of Council Administrative
J \ J heac
N
e N ( ) e N
ia Municipal > Mayor > Municipal
Corporation \ J Commissioner
. J . J
( . . A kf . ) ( B
®  Municipal Council > Chairman » Executive Officer
. J \ J . J
( A kf . Y kf )
N Nagar Panchayat > Chairman » Executive Officer
\ J \. J \ J

4.1.3 Audit objectives

The main objectives of the Performance audit wer@ssess whether:

ULBs were performing water supply, sanitation andlids waste
management functions as institutions of self-goaece;

ULBs were meeting the Service Level Benchmarks (§L&s prescribed
by the Ministry of Urban Development (MoUD), Goverent of India (Gol);

Water supply, sanitation and solid waste managenpeofects were
completed on time to meet the SLBs ; and

Proper arrangements were made for levy, collediwh accountal of user
charges for water supply, sanitation and solid &zastnagement.

4.1.4 Audit criteria

The audit criteria were derived frotime following sources:

Jharkhand Municipal (JM) Act 2011, Jharkhand Muywati Accounts
Manual (JMAM), 2012 and provisions thereunder;

Circulars, Notifications, Resolutions, Bye-laws aother instructions
issued by Government of Jharkhand (GoJ) and Gol,

The Central Public Health and Environmental Engiimge Organisation
(CPHEEO) Manual of Water Supply, Solid Waste Mamagiet and Sewage
and Drainage System; and

Municipal Solid Waste (Management and Handling)dRuR000

——
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4.1.5 Audit scope and methodology

The Performance Audit of Management of Water Suppanitation and Solid
Waste Management Services by ULBs was conductedkeleet April 2016 and
August 2016 covering the period 2011-16. Audit Borsed therecords of
UD&HD and 10 sampled ULBsselected on the basis of Probability
Proportional to Size without Replacement. Besidesords of Jharkhand
Urban Infrastructure Development Company (JUIDC@®) ®rinking Water
and Sanitation Divisions under Drinking Water anahition Department
(DW&SD) in the districts of concerned ULBs werecaéxamined.

To get a feedback on effectiveness of water sugpty other civic services of
sanitation in the city, audit alsmnducted a beneficiary survey of the residents
or users in test checked ULBs. Feedback of ressdesats received through
interviews, pamphlets distributed through newspaped questionnaire
uploaded on our official website. In all, 74households (HHs) units
responded which have been included in the Report.

An entry conference was held with the Principal r8egy of Urban
Development and Housing Department, Jharkhand okp22 2016 to discuss
the audit objectives, scope, methodology and @itéxn exit conference was
held on 2 March 2017 with the Joint Secretary efdepartment to discuss the
audit findings. The replies given by the departméave been suitably
incorporated in the Report.

Audit Findings

4.1.6 Planning

Section 329 (1) of JM Act, 2011 provides that thenmipality shall, either by
itself or through any other agency, undertake fonst for supply of safe
water, low cost sanitation, environmentally sountidswaste management,
toxic waste collection and disposal, waste recgcéind recovery etc.

Further, section 380 (2) (b) of JM Act, 2011 maedathe ULBs to prepare
plans for infrastructure development including waseipply, drainage and
sewage and Solid Waste Management (SWM).

Audit observed that the required plans were nopgmed by the test checked
ULBs as discussed below:

4.1.6.1 Absence of proper planning

The public services such as drinking water, sewage solid waste
management are to be provided by the ULBs whicht ib@sccessible to one
and all to achieve the Service Level BenchmarksB&Lset out by the
Ministry of Urban Development (MoUD) in 2008-09.c&ncerted plan should
be put in action to achieve the SLBs.

Chas Municipal Corporation, Deoghar Municipal @anation, Dhanbad Municipal
Corporation, Garhwa Municipal Council, Jamshedp#tQN Mango NAC, Madhupur
Municipal Council, Medininagar Municipal Council,aRchi Municipal Corporation,
Sahibganj Municipal Council

590 HHs through interviews, 140 through pamphéeid 11 through official website

——
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Further, as per JM Act, 2011, the ULBs are requiegrepare an annual
development plan (ADP) for the municipal area fbwe tnext year by
consolidating the development plans submitted leyWMitard Committees. The
ADP thus prepared shall be submitted to DistriecinRing Committee (DPC).
Further, the ULBs are also required to preparergpeetive five year plan for
submission to the DPC.

Audit noticed that eigftout of 10 test checked ULBs did not constitute #var
Committees and as such development plans at waedl \eas not prepared.
Resultantly, the concerned ULBs did not prepare s\a® well as perspective
five year plans.Thus, therequirement of resources for providing public
services could not be assessed by the test chéikesl

In the absence of planning, works for providing evagupply, sanitation and
SWM were being recommended by the UD&HD without iimeolvement of
stakeholders such as Civil Society, Councillors and users of the proposed
services.

In the exit conference (2 March 2017), the JointrS&ary, UD&HD accepted
the audit observation and stated that due to dgwrtd man power in the
ULBs, plans could not be prepared.

4.1.6.2 Preparation of Master Plan

As per section 404 of JM Act, 2011 every municifydhas to prepare a Master
Plan consisting of the localities, wards, streeis portions of streets reserved
for residential, commercial, industrial, public aagricultural purposes.

Audit noticed that except Ranéheight test checked ULBs have not finalised
their respective Master Plans till February 201 owlver, an amount of

1.97 crore was spent by 3itest checked ULBs between March 2007 and
August 2013 for preparation of Master Plan. Furtbiee Master Plan of Chas
was disapproved by UD&HD as the consultant faite@repare it according to
terms of agreement. As suchl.26 crore spent for preparation of the Master
Plan of Chas become infructuous.

Thus, the benefits of having a Master Plan to &gutevelopment of cities
conceptually and operationally in a planned maoetd not be achieved.

In the exit conference (2 March 2017), the Jointr&mry, UD&HD stated
that Master Plans of 14 cities have been approyatidoMunicipal Board and
rest cities were preparing their Master Plans.

4.1.6.3 Sanitation Plan

As per National Urban Sanitation Policy (NUSP) 2008D&HD is
responsible to prepare sanitation strategies aiekare required to prepare
city sanitation plan (CSP) to address universaksedo safe and hygienic
sanitation, facilitate arrangement of toilets fdk wrban population and to
arrange safe collection, treatment and disposaD6fper centliquid and solid
waste in a scientific manner. Further, the StateitS&on Strategy makes the

Election was not held in Jamshedpur and Mango

Approved in November 2015

Deoghar- 66.87 lakh, Garhwa-2.45 lakh, Jamshedpuri.20 crore Madhupur-2.32
lakh, Medininagar- 3.86 lakh and Sahibganj1.85 lakh

4
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ULBs responsible to plan and finance public infnasture, environment
outcomes, set service delivery standards, providémmm levels of sanitation
to urban dweller etc.

Audit noticed that neither UD&HD prepared State igdion Strategy nor the
test checked ULBs prepared CSPs till February 2@k7a result, the test
checked ULBs did not provide sewage network in roipail areas, implement
SWM services and disposal of municipal solid wa@d#ssW) and provide

toilet facilities to 23 to 7per centhousehold¢Appendix 4.1.1)

Further, a survey rep8rt(February 2016) of the sanitation scenario in
73 major cities of India, ranked Jamshedpur atR&g)chi at 62 and Dhanbad
at 73 in providing sanitation facilities to theiitizen corroborating the
prevailing situation.

Thus, in absence of CSP, the issue of providingebgiublic health and
environment remained largely unaddressed in testkdd ULBs.

In the exit conference (2 March 2017), the JointrSery, UD&HD stated
that CSPs and State Sanitation Strategy were h@wieygared under Swachh
Bharat Mission (SBM).

4.1.6.4 Implementation of SWM project

The Municipal Solid Waste (Management & Handlingdlés, 2000 fixed
31 December 2003 as deadline for development ofastriucture for
collection, storage, segregation, transportatiomcegssing and disposal of
MSW in a scientific manner.

However, after lapse of more than three years aflliilge (December 2003)
for implementation of SWM project, the State Goweemt appointed
(February 2007) Regional Centre for Urban and Emvirental Studies,
Lucknow for preparing Detail Project Report (DPR)four’ test checked
ULBs under state plan while in remaining fiviest checked ULBs, DPRs
were prepared under Jawaharlal Nehru National UrBanewal Mission
(JNNURM).

Audit noticed that DPRs in four test checked ULBarevnot finalised as of
February 2017 whereas in rest five ULBs, DPRs pegpainder JnNURM
were approved between 2007 and 2010 by Gol. Howenare of the test
checked ULBs could develop infrastructure for SWdlthe ULBs failed in
providing land for disposal and treatment of wastef February 2017.

In the exit conference (2 March 2017), the Jointr8&ary, UD&HD accepted
the audit observations and stated that 39 acre tadbeen acquired from
Bharat Coking Coal Limited (BCCL) by Municipal Camation Dhanbad and
acquisition of land in other ULBs was under procdssct remains that the
SWM, though mandated to be established by Decer®@8, could not be
ensured till February 2017.

Conducted by MoUD, Gol
Deoghar, Garhwa, Madhupur, Sahibganj
Chas, Dhanbad, Jamshedpur (including Mango NAd@fininagar and Ranchi

7
8
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4.1.6.5 Service Level Benchmarks

The MoUD, Gol, developed SLBs for basic urban smwisuch as Water
Supply, SWM, Sewage and Storm Water Drainage twigeoa standardised
framework for performance monitoring of these sesi which would enable
State and ULBSs to initiate a process of performanoaitoring and evaluation
against agreed targets. Further, the thirteentharé® Commission
recommended that by the end of every fiscal yedr KBarch), State
Government shall notify or cause all the ULBs tdifyadhe service standards
for these service sectors proposed to be achieydtdm by the end of the
succeeding fiscal year.

However, the State Government notified the serstemdards only for three
years during 2011-14 and thereafter it was notfiedtieither by the state
government or by test checked ULBs. Thus, failwrenotify the standards
affected the delivery of services and consequettitty SLBs could not be
achieved Appendix- 4.1.1).

In the exit conference (2 March 2017), the JointrS&ary, UD&HD accepted
the audit observations and stated that SLBs foryder 2017-18 had been
fixed and notified in February 2017.

4.1.7  Financial Management

4.1.7.1 Poor allocation of funds for Water SupplySanitation and SWM

Urban water supply, sanitation, sewage and draiaageSWM are important
basic needs for improvement of quality of life aarthancement of productive
efficiency of the people.

Audit noticed that UD&HD released 3017.13 crore to the ULBs in the state
under Plan Head and 847.32 crore under Non-Plan Head (salaries) etc
during 2011-16. Of this, 755.97 crore (2%®er cenf was released for water
supply, sanitation and SWM under Plan Head while37.91 crore
(4.47 per cen} under Non-plan head was allotted for water supghgd
sanitation as shown ifable-4.1.1

Table-4.1.1: Allotment of fund to ULBs in the Statefor Water Supply,
Sanitation, Sewage-Drainage and SWM

Sl. | Services Fund allotted during Percentage of allocation
No 2011-16
(_in crore)
Plan Head Non-Plan Head Plan Non-Plan Head
Head
1 | Water Supply 495 .47 37.91 17 4.47
2 | Sanitation 42.0( 1
3 | Sewage and 156.00 Nil 5
Drainage
4 | SWM 62.50 Nil 2 -
Total 755.97 37.91 25 4.47

(Source: Data provided by UD&HD)

It could be seen frortable-4.1.1that 17per centof total allotted fund under
Plan Head were provided for Water Supply during120& while only six
per centfunds were provided for Sanitation including Sewage Drainage
during the same period. For SWM services, the rakboit was only two

——
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per centof total plan outlay. Insufficient allocation airfd by the department
adversely affected the civic services provided by tULBs to the citizen
which is evident from the fact that in none of th@ test checked ULBs
sewage network was constructed while in eight dutOotest checked ULBs
SWM services were not available. Further, expenelitacurred by ULBs on
delivery of these services was not available vitndepartment.

In the 10 test-checked ULBs, audit noticed thatgbecentage of expenditure
on water supply, sanitation including sewage araindge and SWM against
total available fund was abysmal during 2011-16shewn intable-4.1.2
below:

Table 4.1.2: Expenditure on Water supply, Sanitatio and SWM against
available fund in test checked ULBs

( incrore)
Period oB°® Receipt | Available Expenditure (Per centof expenditure against
fund* available fund)
Water Sanitation |Sewageand SWM
supply Drainage
2011-12 270.50 237.22 507.72 38.30 (B) 14.68 (3) 34 10.3) 0.62 (0.1)
2012-13 310.6] 322.28 632.89 66.06 (10) 19.88(3).60 8.6) 0.73 (0.1)
2013-14 397.42 314.76 712.18 34.26 (p) 7.06 (1) 1403%) 7.00 (1)
2014-15 470.19  492.13 962.32 50.16 (p) 11.02(1) .471(1.2)| 0.48(0.1)
2015-16 559.60  900.81 1460.41 84.07 () 36.24(2).71 ®.3) Nil
Total 2267.20 | 2537.70° | 272.85 (11) 88.88(4) | 24.43(1) | 8.83(0.4)

(Source: Data provided by ULBS)
* Includes opening balance, grants, loans and owrcssu

It could be seen fromable-4.1.2 that the test-checked ULBs spent five
per centto 10 per centon water supply, onper centto threeper centon
sanitation and below twger centon sewage and drainage and SWM of
available fund for providing civic services to umbgopulation during
2011-16. No reasons were found on record for thesrablly low levels of
expenditure on such vital civic infrastructure le tULBs.

Further, Indian Urban Infrastructure and Servicesommended (2011) per
capita investment for capital works for water sypgkewage and drainage and
SWM. The position of investments made across alB8Jin the state during
2011-16 is shown iifable 4.1.3

Table-4.1.3: Investment on Services by ULBs during011-16

Sector Per capita Population | Investment Investments made Per capita
investment of Urban | Required ( incrore) invested
required area (as |( incrore) (per centof
(Amountin ) | per census JNNURM State | Total |™ o)
2011) Plan (Amount
in )
Water 5099 2813.54 308.17 495.47 803.64 1456.44
Supply 5517839 (29)
Sewage 4704 2595.59 75.56 156.00 231.56 419.66 (9
SWM 391 215.75 8.91] 6250 71.41129.42 (33)
Total 5624.8¢ 392.64 713.97 1106.61 |

(Source: Data provided by GRDA and UD&HD)

Opening Balance of fund

1% Includes OB of 270.50 crore and total receipt 02267.20 crore

——
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It could be seen frortable-4.1.3that per capita investment in capital works in
basic services was much lower against the prestritem and ranged
between ninger centand 33per centresulting in failure to achieve the SLBs
in the test checked ULBs as discussed in paragdapl6.5. Thus, more
investment is required by central and state goverimin these three service
areas in order to meet the desired level of SLBhémeople.

In the exit conference (2 March 2017), the Jointr&®ry, UD&HD accepted
audit observations and stated that due care hadthken and sufficient funds
were being released from 2016-17.

4.1.7.2 Provision of funds for Basic Services to Uan Poor

As per Section 105 (3) of JM Act, 2011, every ULBosld earmark a
minimum of 25per centof the funds within the municipality’s budget for
Basic Services to Urban Pdbr(BSUP) including the inhabitants of slum
areas.

Audit observed that the test-checked ULBs werellmcate 125.65 crore
(25 per centof total receipt valued 502.58 crore) for BSUB during
2011-16. Against this, eight out of 10 test-checkikdBs did not allocate any
fund for BSUP(Appendix-4.1.2)while Municipal Corporation Ranchi (RMC)
allocated 20.97 lakh (0.34per cen} against total fund of 61.96 crore.
However, NAC Mango allocated 2.20 crore (84er cen} against total fund
of 2.62 crore.

Thus, failure of eight ULBs to allocate fund for BB and meager allocation
of fund by one ULB deprived the urban poor in gejtbasic services from the
municipality for their amenities.

In the exit conference (2 March 2017), the Jointr&&ry, UD&HD accepted
the audit observations and stated that ULBs weamcdid to create the fund
for BSUP.

4.1.8 Implementation of Water Supply Scheme \

DW&SD executes Water Supply projects in Jharkhandhe basis of funds
transferred to DW&SD by UD&HD through ULBs. Afterogstitution of
Jharkhand Urban Infrastructure Development Compamyted (JUIDCO) in
July 2013 by the State Government, all new wat@pluschemes, sewage
and drainage system under Sanitation, SWMwé&e being implemented by
it whereas the water supply projects sanctioneor o 2013 were continued
to be implemented by DW&SDWater connections for domestic, industrial
and commercial purposes were provided by the ULBs.

Audit noticed that DW&SD has taken up constructadreight water supply
projects at a cost of 1018.59 crore between January 2006 and Februdy 20
to create capacity of 370.50 million litres per d&yLD) of water supply
under eight out of 10 sampled ULBs. The projectsem® be completed
between July 2007 and October 2016. Against thisfour® test checked

1 Basic Services includes expenditure on capital awdrrue account directly incurred on

Water supply, Drainage, Sewage, Construction ofraanity toilets, SWM, etc.
Municipality’s’ own sources, allocation from ceadtand state finance commission, etc.
Chas, Deoghar, Jamshedpur and Mango

12
13
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Out of eight
water supply
projects, four
projects were
not completed
while one
project was not
commenced in
more than
three years of
its sanction
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ULBs, water supply schemes having capacity of @M%&D were completed

at a cost of 184.13 crore between December 2013 and June Z@dr6aa
delay of more than siyears from scheduled periods of completion of the
projects. The delay in completion of these projeldiyed the availability of
water to atleast 4.78 lakhresidents.

Further, in foul® other test-checked ULBs, four projects costing

827.41 crore and having capacity of 306 MLD takgnbetween March
2010 and February 2013 for completion between Grt@013 and October
2016 could not be completed (February 2017) onrgiswof failure to acquire
land prior to start of work, negligence of contmast shortage of fund and
absenceof Right of Use clearance by respective departm&n@n these
incomplete projects, expenditure 0683.47 crore was incurred.

Besides, in ULB Madhupur the water supply projextcioned in September
2013 to create 48 MLD capacity could not be comredras of February 2017
as DPR was not finalised till February 20Rppendix- 4.1.3).

Had these four water supply projects having capaeft 306 MLD been
completed and made operational, atleast 22.67 {akhabitants of municipal
area would have benefited. Hence, dependency qfi@@o own arrangements
could not be minimised to reduce the exploitatibg@undwater/aquifers as
discussed in paragraph 4.1.9.2.

Further, in the survey conducted by audit to asgethe availability of supply
water, 91per cerlt HHs responded that the water supply facilities jutes by
the test checked ULBs were not satisfactory.

In the exit conference (2 March 2017), the Jointr&mry, UD&HD accepted
and stated that all schemes of ULBs would be coreglby March 2017 and
other two ULBs will be asked to start the workla earliest.

Audit also analysed three water supply projectentest checked ULBs and
noticed irregularities in their execution as disadbelow:

Chas Water Supply Project

Technical Sanction of Chas Water Supply Projecue@l 50.26 crore
required construction of submersed weir estimateds03 crore. However,
DW&SD irregularly diverted 3.65 crore for making payment of extra items
of works which were not included in the originatieste. As a result, water
supply scheme was completed without constructiosubimersed weir, which
IS an inevitable part of water supply system totadrupstream water levels,
diversion of flow and measuring the discharge otewaThus, Chas Water
Supply project failed to adhere to the technicalcsan and thus technically
unsound. However, no responsibility against theciafis involved was fixed.

In the exit conference (2 March 2017), the Jointr&®=ry, UD&HD accepted
the audit observation and stated that action wbalthken.

14
15
16

calculated on the basis of service standard8%® Ipcd per person
Dhanbad, Garhwa, Ranchi and Sahibgan;

National/State Highways, Railways, Ring Roeit,

calculated on the basis of service standards ofd@bper person

18 489 out of 535 respondents
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Ranchi Water Supply Project

Ranchi Water Supply project worth 234.71 crore was initially awarded
(March 2010) to a contractor for completion by Sember 2012. However,
due to slow progress of work, the contract wasineled in July 2013 after
making payment of 106.63 crore.

The work was again allotted

(October 2014) to another

contractor for 290.44 cror€ to

complete the work in 24 months.

However, the work could not be

completed as of February 2017. In

this regard, following irregularities

were noticed:

i) Electro-mechanical items (Transformers-22, CrameethSoft Starter-11)
valued 4.71 crore purchased (between December 2012 anyd2BIE3) by
the previous contractor, remained idle as theseewmirchased without
completion of construction works of Intake well, ifatreatment Plant and
filtration house. Of these, five starters wortR9.87 lakh were found faulty by
the second contractor.

i) As per Central Vigilance Commission guidelifs payment of
mobilisation advance should be interest bearinthabthe contractor does not
draw undue benefit. In disregard, DWS division, &anirregularly paid
interest free mobilisation advance 029.04 crore to the contractor.

iii) Construction of Under Ground Reservoir (UGRjs taken up at

Lalgutuwa. While work valued 28.66 lakh was constructed, a raiyati

objected the construction work and demanded conapiensclaiming the site

of work as his land. District Land Acquisition Qffir Ranchi assessed
27.34 crore as compensation amount for the land.

However, the Executive Engineer DWS division Rancplanned

(August 2016) to shift construction of UGR to a npkace at Simalia. Thus,
expenditure of 28.66 lakh incurred for the construction of UGR.algutuwa

became infructuous as construction of UGR was abaedl in 2012. As a
result, the Project could not be completed (Felyru2017) and made
operational.

In the exit conference (2 March 2017), the Joindr&&ry, UD&HD accepted
the audit observation and stated that action wbaltbken.

Sahibganj Water Supply Project

Sahibganj Water Supply project estimated &0.64 crore to supply 18 MLD
water was allotted (September 2011) to a contraetor 38 crore for
completion by March 2013. The project was aimegrtvide water supply to

¥ The cost of project was increased t0373.06 crore from 288.39 crore due to

enhancement of rate approval 026.10 crore, change in quantity 0f30.58 crore and
addition of new items of 28 crore, which was to be borne by the State Gowent.
% vide OM No.NU/POL/19 date®l December 1997
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all inhabitants of municipal area. However, thejgcbcould not be completed
(February 2017) even after lapse of more than tlyesrs of scheduled
completion deadline and expenditure of30.42 crore. As a result, the
inhabitants met their water requirement through @mnangements and water
tankers of ULB Sahibgan].

As per the approved design, an Intake Jetty costidig@7 crore along with a
coffer dam was to be constructed at Ganga Rivee. Jbntractor constructed
coffer dam and RCC pile for the Intake Jetty andernsed payment of

76.92 lakRR'. However, rise in the water level of Ganga Riveedthed
(May 2014) the Coffer Dam which stopped constructd Intake Jetty by the
contractor.

Meanwhile, the Secretary, DW&SD decided (June 2@dspnstruct Floating
Barge in place of Intake Jetty on the ground thletstruction of Intake Jetty
due to change of river course would be of no use.

Thus, deficient planning, tardy implementation afaure to assess the
requirement before granting technical sanctionttedvasteful expenditure of

76.92 lakh on damaged Coffer Dam and RCC pile wwekides causing
inordinate delays to complete the project.

4.1.8.1 Water supply in the Capital

Water supply in Ranchi is made through three daimsHatia, Gonda and
Rukka having total water capacity of 246.83 MLD.eT8tate Government
planned to interconnect these dams to transferrvifaa one dam to another
dam to facilitate supply of

water to whole city of

Ranchi as availability of

water in Hatia and Gonda

dams was insufficient to

meet the requirement of

people. Government also

introduced (October 2015)

rationing of water supply by

restricting supply to

alternate days.

In November 2015,

UD&HD notified approval Rukka dam (Design Capacity-170.50 MLD) (14/03/2017)
of the Master Plan of Ranchi by the State Governmenwhich it is
mentioned that all the three dams have been imaemed. However,
Engineer-in-Chief (EIC), DW&SD stated (20 March ZQthat these dams

2L Coffer Dam- 25.64 lakh and RCC pile work51.28 lakh
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have been interlinked as per their
capacity and technical feasibility to
the nearby population of other
zone. EIC further stated that Rukka
reservoir is linked with Hatia and
Gonda areas as the live storage of
Rukka reservoir can meet the
partial demand of Hatia and Gonda
areas.

The reply indicates that Rukka
reservoir is linked with Hatia and
Gonda areas and not upto the
reservoirs of Hatia and Gonda as

Kanke dam (Design Capacity-19.50 MLD) ; ;
(19/03/2017) mentioned in the Master Plan.

Further, the interconnectivity of Gonda and Haéservoirs were not clarified
by EIC.

Thus, the objective of
interconnectivity of dams to
ensure uninterrupted supply of
water to the residents of Ranchi
were partially met by connecting
Rukka reservoir with catchment
areas of other two dams while
rationing of water from Hatia dam
continued  unabated  besides
having inadequate water supply,
irregular supply of water without
adequate pressure, etc. in many
parts of the city especially under

the catchment area of Hatia dau’n'Hatia dam (Design capacity-56.83 MLD (14/03/2017)

Further, it is also noticed in audit that Governinéras not introduced
automated technologies such as Supervisory Coranol Data Analysis
(SCADA) etc. for the Ranchi Urban Water Supply 8yst(RUWSS) for
online management of water supply. This would harevided better
management insight to deal with the problems ofl@sgacy in water supply
to the residents especially when interconnectioftthe dams is planned.

EIC stated (20 March 2017) that a pilot projec6GfADA has been started in
the Hatia area, and in coming days more areasbeittovered under SCADA
for online management and control of RUWSS. Howengadmap to do it for
the entire RUWSS was not prepared (20 March 2017).

4.1.9 Water Supply Services

SLBs developed by the MoUD, Gol enable systemat @ustained
monitoring of services using standardised indicGatgainst agreed targets and
benchmarks. SLBs prescribe 106r centwater supply connections to urban
people and 135 Ipcd water supply in municipal area.
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The UD&HD decided (June 2014) that water supply doe provided to

SLBs could not every HH of municipal area under each ULBs by teary2017 which was
be achieved by later extended to year 2019.

S‘fégsggwsggw Audit observed in test checked ULBs that SLBs cawdtlbe achieved as less
quantity of guantity of water is supplied against the requinetmehile all HHs were not

water is supplied connected with water pipe line as discussed irstloeeeding paragraphs.
against the

requirement and 4.1.9.1 Poor Outreach of Piped water supply

22*1';;‘2’;;;{;}“ In test checked ULBs, there were 5.71 lakh HHs faslarch 2016. Of this,

water pipe line only 1.66 lakh (29er cen} HHs were connected with piped water supply
(Appendix-4.1.4)while 4.05 lakh (7Jper cen} of total HHs were dependent
on ground water for their daily needs. The higleesdtievement in providing
water supply through pipe line was p&r centin Deoghar while the lowest
was nil in Sahibganj. This resulted in a shortfaditween 33per centand
100 per centof service provided in the test checked ULBs wlkkempared
with SLBs. Thus, the spread of piped water suppdg wot adequate and far
behind the benchmarks fixed by the MoUD.

Further in Garhwa, new water connections couldaeoprovided to HHs since
July 2013 as water resources were not available.

In the exit conference (2 March 2017), the Jointr&®ry, UD&HD accepted
the fact and stated that after completion of wagapply projects, all
households will be connected through water pipe. lin

4.1.9.2 Inadequate supply of water

Water is the very basis of life and is the founoatfor human survival and
development. Municipal water supply systems incltealities for treatment,
storage, transmission and distribution.

In order to meet the standards of SLB for waterpgujn 10 test checked
ULBSs, 508.27 MLD? water was required to be supplied to the inhatstan
However, DW&SD assessed the requirement at 371.EP Mased on the
connectivity provided through the pipeline. Againisis, only 218.86 MLD
water was being supplied to the inhabitants whedulted in short supply of
289.40 MLD (57 per ceny water to inhabitants assessed on the basis of
population and 152.36 MLD (4fper cen} water against the projection by
DW&SD (Appendix-4.1.5).

The short supply was a consequence of failure topbtete four water supply
projects having capacity of 306 MLD and take up erager supply project
having capacity of 48 MLD till February 2017, altlgh sanctioned in
September 2013.

Further, audit conducted a survey among 535 inhatsitwho have piped
water connection in their premises. In the sur@#¥per cent® of residents

responded that the duration of water supply was tlean two hours in a day
while 82 per cent® were not satisfied with the pressure of water suppl

2 Population-37,64,972 x 135 Ipcd =508271220 |i&@8:27 MLD
23187 out of 192 respondents
24 438 out of 535 respondents
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Further, 85per cent® residents told that during summer season, sufficie
water was not supplied.

Thus, failure to provide piped water supply and nta@n service standards,
where supply is provided through pipeline, nudgkd people to extract
ground water to meet their requirements which audht with the risk of
depletion of urban aquifers as is seen in the ca$eanchi where 20 out of
55 wards are declared dry zone area by RMC.

To tap alternative source of water in the backdobpthe above failures,
UD&HD notified (April 2016) Jharkhand Building Bykeaws 2016 in which

water harvesting system was made mandatory fos @bt300 square meter
and above. Also, as per Jharkhand Municipal Prgp@&ex (Assessment,
Collection and Recovery) Amendments Rules, 2015 datmg water

harvesting system in every holding failing whichnaky of one and half times
of holding tax shall be imposed. However, none hef test checked ULBs
have been imposing penalty against the dwellersnfar installing water

harvesting system in buildings/holdings. Thus, awaglation and storing of
rainwater which may have served an alternativecsotor drinking, livestock,

irrigation etc before it reaches the aquifers could not be done.

In the exit conference (2 March 2017), the Jointr&&ry, UD&HD accepted
the audit observation and stated that necessatyudtions in this regards
would be issued. Fact remains that Government ablento provide water to
57 per centinhabitants and prevent their dependence on graatelr.

4.1.9.3 Unmetered Water Connections

A water meter is a scientific instrument for ac¢armeasurement of quantity
of water supplied to the consumers. It facilitdeag/ of appropriate tariffs and
improve efficiency of water supply through propeonitoring of the water

distributed. SLBs prescribe 10@er cent metering of water supply
connections.

Audit noticed that seven out of 10 test checked 8Id& not install water
meters to 0.21 lakh HHs to whom piped water conoestwere provided
while balance three ULBs (except Dhanbad) partiakyalled water meters to
0.35 lakh HHs out of 1.46 lakh HHs having piped roections. Thus,
1.32 lakh HHs (79er centof connected HHs) out of total 1.67 lakh HHs
having piped water connections were not installechitew meters
(Appendix-4.1.6)

Audit further noticed that ULBs Mango and Ranctlstalled water meters to
only four to eightper centHHs whereas ULB Dhanbad reportedly installed
water meters to 100@er centof HHs having piped water connection. However,
ULB Dhanbadrealised user charges at fixed rates instead cfuroption as
per the installed meters for which no reasons wareecord. Thus, installation
of the meters in Dhanbad served no purpose.

This fact was also established in the survey corduby audit with 500 end
users of the water supply service in which@t cent® HHs responded that

%5 445 out of 524 respondents
% 407 out of 500 respondents
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user charges, only
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could be collected
by the test-
checked ULBs
during
2011-16
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water meter was not installed and 8& cent’ said that water meter was not
functioning properly while86 per cent® responded that meter reading was not
taken at regular intervals.

Therefore, in the absence of meters or metered hilhere meters were
installed, billing for water consumed is estimatedher on average basis or
on a flat rate, as the case may be. This prevahedJLBs to monitor and
curb unaccounted usage of water resulting in Ibsswvenue.

In the exit conference (2 March 2017), the Jointr8&ary, UD&HD accepted
the audit observation and stated that necessatyuations in this regard
would be issued. Fact remains that & centHHs having piped water
connections were yet to be installed water metedstiaeir water usage is only
estimated.

4.1.9.4 Quality of water

The UD&HD directed (May 2015) all ULBs and DW&SD tmnduct water
guality test for presence of Arsenic in water bo@ of the test checked ULBs
conducted quality test of water.

Audit noticed that in Medininagar, untreated wates being supplied to HHs
situated in Ward number six (Shiwalaghat and Kasahalla). Further,
4.05 lakh HHs(Appendix-4.1.6) under the test checked ULBs were using
groundwater for their daily needs. However, theBs did not take any effort
to check its suitability for human consumption.

Thus, the sampled ULBs failed to test the qualftgupplied water or ground
water though mandated.

In the exit conference (2 March 2017), the Jointr8&ary, UD&HD accepted
the audit observation and stated that action weiltadken.

4.1.9.5 Cost Recovery and financial sustainabilitgf Water Charges

Pricing of water should ensure its efficient usel asward conservation. As
per section 197 (2) of JM Act, 2011, ULBs have nswee that water charges
for various uses shall be fixed in such a way awbvered accordingly that
they cover at least the cost of operation and reaarice (O&M) of providing
the services.

Audit noticed that four out of 10 sampled ULBs emisa demand of
49.88 crore as user charges from the water usensgd2011-16. During the
same period, DW&SD incurred a total O&M cost o#43.99 crore for water

supply.
Against the demand, only 12.66 crore (2%er centof O&M cost) could be
collected during 2011-16 by the four test-checkeéd&J(Appendix-4.1.7)as

several users did not pay their dues. This resufteshort collection of user
charges worth 37.22 crore.

Further, three (Garhwa, Madhupur and Sahibganf)descked ULBs did not
impose user charges while remaining three (Chasgls and Ranchi) did
not provide data of O&M cost, outstanding user gharand recovery of user

27137 out of 222 respondents

%8 403 out of 469 respondents
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charges to audit. It was also seen in audit thaur test checked ULBs
(Dhanbad, Jamshedpur, Mango and Medininagar) didfirouser charges
according to O&M costs while eight (except Ranchd eDhanbad) out of

10 test checked ULBs did not

maintain comprehenslatabase of water

supply connections accorded in respect of domesticstrial and commercial
category. In the absence of this, there is no asserabout the completeness
and correctness of the assessment of demand dedticols of water charges.
Further, in Dhanbad and Ranchi, DW&SD realises water charges from
12000 HHs situated at HEC, RAILWAYS, MECON, JAILSM etc. instead

of ULBs.

Thus, failure to fix and impose user charges apjaitgpto meet O&M costs
besides inefficient collection of the dues resuliadunsustainable water

supply services.

In the exit conference (2 March 2017), the JointrS&ary, UD&HD accepted
audit observation and stated that after completibmvater supply projects,
water user charges will be fixed accordingly.

However, State Government did not give any reasondt effecting recovery

of outstanding user charges.

4.1.9.6 Non-revenue water

Non-revenue water (NRW) is water that has beenymed and is lost before
it reaches the customer. Losses can be througladeain transmission and
distribution networks, theft or metering inaccuescetc. High incidences of
leakage cause intermittent supply and therefore pasignificant public health
risk. The SLB developed by the MoUD, Gol, fixed 28 centbenchmark for

NRW.

Audit noticed that in four (Chas, Dhanbad, Madhupad Ranchi) out of
10 test-checked ULBs, NRW ranged betweemp&®3centand 70per cent.The
quantity of water which did not fetch any revenagdnd the benchmark limit
of 20 per centresulted in loss of revenue worth10.50 crore per year as
shown in table below:

Table-4.1.4: Revenue loss from Non-revenue water pgear

(' in crore)
Name of ULBs Water NRW NRW NRW beyond Revenue
Supplied | (MLD) Limit limit Loss™®
(MLD) (MLD) (MLD)
Chas 7.70 5.39 1.54 3.85 0.84
Dhanbad 118.0( 53.10 23.60 29.50 6|46
Madhupur 4.50 1.49 0.90 0.59 0.13
Ranchi 70.02 28.01 14.00 14.01 307
Total 200.22| 87.99 40.04 47.95 10.50

(Source: Data provided by DWS divisions and ¢).B

Thus, failure to maintain the NRW within benchmérkits is detrimental to
the financial viability of water utilities besiddsniting the availability of

water and coverage of HHs.

29 Attherate of 6 per 1000 litre charged by RMC
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The UD&HD accepted the fact that in Jharkhand Wakeer Charge Policy,
2016, NRW management had not been made effective.

4.1.9.7 Misuse of Government Revenue

The State Government directed (March 2015) the UtBeealise 4000 as

water connection fee from above poverty line (APlHs and the amount so
realised was required to be deposited in Revenueouxt of State

Government.

Audit noticed that in si¥ out of 10 test checked ULBs, an amount of

2.12 crore realised as water connection fee fileenAPL HHs seeking water
connections during 2015-16 were irregularly keptManicipal funds as the
State Government had not provided proper head wéee Account. Further,
four ULBs diverted 91.84 lakR" out of the amount realised on repair of
hand pumps, payment of office expenses, retireinemefits etc

In the exit conference (2 March 2017), the Jointr8&ary, UD&HD accepted
and stated that action will be taken. Fact rem#uas no accountability was
fixed for unauthorised diversion of fund.

4.1.10 Sanitation

Sanitation is a basic civic service to be providgdhe ULBs to evacuate the
sewage that gets generated from HHs and other corrahestablishments. It
is considered to be an important service as it fitenehole city through
cleanliness, hygiene and disease prevention. trctecked ULBs, sanitation
was delivered mostly in the form of open and clogeains that carry the
sewage water, which also serve as storm watergidairnng monsoon.

4.1.10.1 Implementation of SBM

Gol launched (December 2014) SBM with objectivesetoninate open

defecation, eradicate manual scavenging, introdmoglern and scientific

municipal solid waste (MSW) management system. &BM has six

components which includetiousehold toilets, Community toilets, Public
toilets, SWM, Information, Education and Communizat(IEC) and Public

Awareness and Capacity building and Administraéiad Office Expenses.

Further, ULBs are required to carry out a houdeowasse survey on the basis of
Census 2011 data or any recent survey availablbeim to facilitate State
Government to submit a Concept Note on State U8azanitation Strategy.

Audit revealed that none of the test checked UL&wdacted any survey and
resultantly, the concept note on state sanitatiositegyy was not prepared.
Hence, targets for construction of individual tsleould not be fixed as per
census 2011.

However, State Government fixed target for consioac of 2,79,487
individual toilets in all 41 ULBs of Jharkhand dmetbasis of Census 2011.
Against this, only 9,006 toilets (thrgeer centof target) were constructed

% Chas- 53.71 lakh, Deoghar-40.01 lakh, Dhanbad-35.56 lakh, Jamshedpur NAC-
11.77 lakh, Mango NAC-47.21 lakh and Medininagar23.37 lakh

31 Chas- 8.60 lakh, Deoghar- 43.66 lakh, Dhanbad-23.45 lakh and Medininagar-
16.13 lakh
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under SBM. This facilitated 12er cent(97 out of 800) wards to become Open
Defecation Free (ODF) till July 2016.

In test checked ULBs, 11,611 (niper cent)individual toilets could only be
completed (August 2016) against the target of X34 .fixed for 2015-17
while 61 per cent(319 out of 521) wards became ODF till Februar$ 20

Thus, the project implementation was tardy while $anitation drive through
SBM remained to be realised to its projected paént

In the exit conference (2 March 2017), the Joindr&&ry, UD&HD accepted
the audit observation and stated that target wbeldchieved by September
2017.

4.1.10.2 Drainage and Sewage system

As per census 2011, #%er centof HHs of urban areas in Jharkhand were
either not connected with drainage or had openndgg system. It is the
primary responsibility of ULBs to establish sewageatment and disposal
facilities. While urbanisation and growth in popida contributed to
increased sewage generation, sewage facility wagelbmanaged by the test
checked ULBs as discussed below.

Lack of drainage system

As per CPHEEO Guidelines on Sewage and Drainagemys80per cent
Due to lack of  supplied water becomes waste water. Accordinglg, tdst checked ULBs
piped sewer generated 175.09 MLD (8per centof 218.86 MLD supplied water) waste
system, waste  \yater. However, these ULBs have not constructegrgrdund or piped sewer
g::gated in system to process and utilise waste water for mapsuch as irrigation to
test checked reduce demand for fresh water for irrigation.
E(;Bsecc’”'d Audit further observed that 8er cent(567.12 KM out of 939.55 KM) drains
processed and 1IN Nine (except Dhanbad) test checked ULBs remainecovered. Open
utilised drainage beset with problem of garbage being dunieddrains apart from

silt, necessitates daily removal of these matet@ksnsure uninterrupted flow.

In absence of sewage system, all waste water gedefimm the HHs flow

through open or covered drains that are also usstbam water drains.
The figure below shows the condition of drains kbkxtwith garbage.

04/05/2011 10/08/201
Open drain choked by garbage at Silt deposited in drain, near Railway
Bhuiyandih, Jamshedpur Station, Sahibganj

Thus, absence of adequate drainage and sewagedrgasystem prevented
disposal of domestic sewage in test checked ULBs.

In the exit conference (2 March 2017), the Joindr&&ry, UD&HD accepted
the audit observation and stated that matter wbaldxamined
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Infructuous expenditure on preparation of DPR

Under JnNURM, DPR for Sewage and Drainage SystenmDftanbad and
Jamshedpur Urban Agglomeration (Adityapur, Jamshedgugsalai and
Mango) was prepared (2010) by a consultant for whi2.91 croré” was paid
as consultancy fee. However, the DPR was not apprdy the MoUD, Gol,
as neither the ULBs nor the State Government pealvidetails of land for
construction of Sewage Treatment Plant.

Further, UD&HD appointed (September 2014) anothensaltant for
preparing DPR for Integrated Sewage and Storm Watamage systems in
Dhanbad, Jamshedpur and Mango NAC.

Thus, DPR prepared by the previous consultant k02fecome redundant as
the DPR was not finalised for want of land and exjiere incurred on
payment of consultancy fee 0f2.91 crore became infructuous.

In the exit conference (2 March 2017), the Jointr8&ary, UD&HD accepted
the audit observation and stated that the matteitdioe examined.

4.1.10.3 Cleaning of roads and drains

The ULBs are required to take measures for secwumtace cleaning of all
streets and drains in the city besides removalast@/generated in the city on
a regular basis. According to Manual of SWM predaby Central Public
Health and Environmental Engineering Organisati@PHEEO), a drain
cleaner shall be assigned cleaning of upto 500ewetf drain per day while a
sweeper engaged for street sweeping shall be askieaning of 500 metres
of road length on an average per day.

Audit revealed that none of the test checked ULBslved any system for

assigning of length of road or drain to be sweptleaned daily by sweepers.
It was noticed that the 10 sampled ULBs have 18RiIs Koad and 918 KMs

drain and to clean these, 5478 sanitation workeesewequired as per
CPHEEO yardstick. Against this, only 2892 (B&r cen} sanitation workers

were deployed for sweeping, cleaning, desilting etctest checked ULBs

without assessing the length of road and drainaAssult, cleaning of roads
and drains on regular basis as per CPHEEO standauii$ not be ensured.

This was also confirmed in the survey conductedtnyit where 7%er cent®
residents reported to audit that they were notsiadi with the sanitation
facilities provided by the test checked ULBs.

In the exit conference (2 March 2017), the Jointr&®ry, UD&HD accepted
the audit observation and stated that action wbalthken to fill the gap.

4.1.10.4 Functioning of illegal slaughter houses

The Supreme Court of India directed (March 2014)ctmstruct licensed
slaughter house in every urban area and to abdalishghter houses in
municipal area which did not have license to ogerst compliance, the State
Government directed (April 2014) the ULBs to sendoposal for

purchase/acquisition of land and estimated costoofstruction of slaughter
houses.

32
33

Dhanbad- 1.23 crore and Jamshedpur Urban Agglomeratiah68 crore
529 out of 707 respondents
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Audit noticed that six (except Dhanbad, MadhupuedMinagar and Ranchi)
out of 10 test checked ULBs did not send requisitgposals of construction
of slaughter houses as no survey for this was adeduby these ULBSs.
Hence, slaughter houses were not constructed bgethdé Bs. Further,
slaughter house at Dhanbad could not be commerocedaint of land despite
availability of fund while the slaughter house anRhi was incomplete for
more than three years despite an expenditure ©B8 crore on the project.
Likewise, slaughter houses constructed at a cost®P7 lakh in Madhupur
and Medininagar remained unutilised since theiistmction (February 2002).

In the absence of licensed slaughter houses, lillsigaghter houses were
established in the municipal areas which resortedopen slaughtering
activities causing potential health hazards beste&onmental pollution.

In the exit conference (2 March 2017), the Jointr&®ry, UD&HD accepted
the audit observation and stated that all ULBs i@ submitted proposal for
constructing slaughter house.

4.1.10.5 Rehabilitation of Manual Scavengers

The GoJ declared the state as manual scavengerirffrélee year 2007.
However, 34 Manual Scavengers were reported intexdgs in Dhanbad
municipal area. ULB Dhanbad demanded (February 015.02 crore for
their rehabilitation, but only 59.32 lakh was released (March 2015) by the
UD&HD which also remain unutilised till February ZDwithout any reasons
on record.

Further, Municipal Council Sahibgan; reported (JAB13) to UD&HD that
there were no manual scavengers in municipal ak@wever, State
Governmentsuo motureleased 3.95 lakh during 2014-15 for rehabilitation
of six Manual Scavengers, which was irregularly népfr renovation of
guarters of Municipal Sweepers.

In the exit conference (2 March 2017), the Jointr8&ary, UD&HD accepted
the audit observation and stated that the mattébeiexamined.

4.1.10.6 Idle sanitary equipment

Scrutiny revealed that the following sanitary eaqugmt purchased by the
ULBs were not utilised:

In Medininagar a Drain Cleaner purchased at a obst 7.70 lakh in
2009-10 remained idle since its purchase. On beimguired the Executive
Officer stated that manual cleaning was more coievtrthan Drain Cleaner
Machine. Thus, the ULB procured the machine witltaggessing its need.

Fogging Machines purchased (between January 20@4pril 2007) for
9.60 lakh* by ULBs Madhupur and Medininagar remained idlesiMay
2013 and April 2015 respectively for want of furedaurchase chemical oil for

the machine.

4.1.10.7 Utilisation of fund for Sanitation

In Medininagar, 3.42 crore released (March 2002) by UD&HD for
construction of Sewage and Drainage system wasdetl (March 2014) on

% Madhupur- 4.80 lakh and Medininagar4.80 lakh
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the direction of Finance Department, GoJ due tlirfaito utilise the fund by
Municipal Council, Medininagar for 12 years. Thissvon the ground that
Deputy Commissioner, Medininagar forbade Municigaduncil to make
payment of consultancy fee .97 lakh) to a consultant who submitted DPR
of the work with project cost ten times more thla@ $anctioned amount.

In the exit conference (2 March 2017), the Jointr8&ary, UD&HD accepted
the audit observation and assured to take coreentiwasure.

State Government released®9.83 crore between 2003 and 2015 to*five
test checked ULBs for construction of Communityl&tsi at public places and
individual HHs toilets.

However, only 6(Qper cent 23.90 crore) of total funds could be utilised as
of March 2016 to complete 3306 individual and 9énoaunity toilets against
the target of 3509 individual and 118 communityleisi leaving unspent
balances of 15.93 crore. Further, ULBs Ranchi and Dhanbadndidtake up
construction of community and individual toiletsriohg 2012-13 to 2014-15
without any reasons on record.

In the exit conference (2 March 2017), the Jointr8&ary, UD&HD accepted
the audit observation and stated that matter woalcexamined and ULBs
would be asked to complete the toilets at the el

4.1.10.8 Other irregularities
Irregular advance to Ward Councillors

The State prohibited (October 2012) allotment ofdsi to Ward Councillors
for execution of any scheme in their wards. In efigrd, Municipal
Corporation Chas paid 1.89 crore as advances during 2012-16 to Ward
Councillors for execution of sanitation works ineith wards. However,
adjustment vouchers against advances were not #edmby Ward
Councillors. Thus, advancesalued 1.89 crore remained unadjusted
(February 2017).

In the exit conference (2 March 2017), the Jointr&®ry, UD&HD accepted
the audit observation and stated that action wbaltaken

Irregular advance to Non-Governmental Organisation(NGO)

Under Rajiv Awas Yojana, Municipal Corporation Dbad awarded (October
2014) construction of 1983 units of Septic tanksttivo 87.65 crore to an
NGO™.

Audit noticed that the Municipal Commissioner paid5.50 crore to the
contractor against work executed for2.65 crore treating the difference
amount of 2.85 crore as advance which was lying unadjusksbriary
2017) since August 2014 as no work was executedheycontractor after
March 2015.

Thus, payment in excess of work done resulted .85 crore remaining
unrecovered.

% Deoghar, Dhanbad, Jamshedpur, Mango and Ranchi

% Adarsh Gram Vikash Sansthan, Murhi
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None of the test
checked ULBs
implemented
SWM projects in
prescribed
deadline
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In the exit conference (2 March 2017), the Jointr&&ry, UD&HD accepted
the audit observation and stated that action wbalthken.

Excess payment of Mobilisation advance

Para 4.8.6 (h) of IMAM 2012, envisages paymenivefger centmobilisation
advance. In disregard, RMC entered into an agreemiém an agency to pay
15 per centmobilisation advance of agreed cost for constomctf Sewage
and Drainage system worth359.25 crore at Ranchi.

Audit noticed that RMC paid 53.89 cror&’ (15 per centof 359.25 crore)
mobilisation advance against the admissible amounof
17.96 crore. This led to excess payment of maiibs advances worth
35.93 crore on which undue benefit ofl..73 crore(Appendix 4.1.8)was
provided in the form of interest calculated at agsgibank rate of foyver cent
per annum till February 2017.

In the exit conference (2 March 2017), the Jointr&mary, UD&HD accepted
the audit observation and stated that action wbalthken.

4.1.11 Solid Waste Management \

SWM is a basic civic service to be provided by UliBsnsure that the waste
generated is collected and disposed-off properhe Provisioning of it (like
sanitation) benefits not only individual HHs buts@lwhole city through
cleanliness, hygiene and disease prevention.

4.1.11.1 Implementation of SWM

The Municipal Solid Waste (Management & Handling)SW) Rules, 2000
fixed 31 December 2003 as deadline for developna¢énhfrastructure for
collection, storage, segregation, transportatiomcegssing and disposal of
MSW in a scientific manner.

Audit noticed that the test checked ULBs failedatthieve the deadline. In
four test checked ULB& SWM projects worth 146.29 crore taken up under
JNNURM were stopped midway after incurring expameitof 28.47 crore as

land for construction of processing and disposalva$te were not available.
In the remaining six test-checked ULBs no steps Ibeeh taken to initiate

implementation of SWM projects.

In the exit conference (2 March 2017), the Jointr8&ary, UD&HD accepted
the audit observation and stated that DPRs of S\ Weing prepared.

Status of implementation of SWM in test checked WYLB summarised in
Appendix- 4.1.9.

Further, the impact of failure to implement the SVgkbjects in Ranchi and
Dhanbad was analysed as discussed below:

SWM services by Municipal Corporations Ranchi and anbad

The work of providing SWM services to Ranchi andabDbad was awarded to
an agency and agreements were executed (June 20 February 2012) with

s 18.00 crore on 15 October 201518.00 crore on 4 December 2015 anil7.89 crore
on 31 December 2015

% Chas, Dhanbad, Jamshedpur and Ranchi
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the concessionaire for completion of treatment disposal facilities in 365
and 300 days respectively from the dates of theeagent.

In this regarda performance audit on Implementation of Solid Wast
Management project by Municipal Corporation Ranalsis conducted and
findings were included in ATIR on Local Bodies fire period 2012-13. The
findings in the reporpointed out many irregularities but no remediaiaact
has been taken till February 2017 by the municipaithorities
(Appendix-4.1.10).

In the exit conference (2 March 2017), the Jointr&&ry, UD&HD accepted
the audit observation and stated that the mattetdudme examined.

The other irregularities in terms of delivery ofsees by concessionaire are
discussed below:

Failure of Concessionaire

i) Door to door services for collection of wastes weod provided to all
HHSs;

i) Less number of vehicles and manpower were deplforeshnitation;

lii) Required number of dustbins were not installedithisted;

iv) The sanitation work was not being done properlyHgyagency as RMC
always deployed its own sweepers and vehiclesftorg of garbage from the
various parts of city;

v) User charges worth 2.90 crore were not collected at Dhanbad by the
Concessionaire.

Audit noticed that no action was taken againstsi@ice provider during the
period of services (between June 2011 and June) 291he ULBs for failure

to provide the mandated services to the HHs anderoitommercial

establishments. However, contract was rescinde’M§¢ and DMC (between
January 2014 and June 2014).

Failure of Municipal Corporations Ranchi and Dhanbad

1) Concessionaire did not lift MSW for 30 days in Nofeer 2013in
Dhanbad yeho penalty was imposed by the DMC;

i) Both ULBs failed to invoke penalty for fare to process waste;

iii) DMC diverted 2.60 crore from grant released under JnNURM for
implementation of SWM on payment of tipping/professl fee although the
same was to be paid from the user charges redlistte concessionaire;

Iv) RMC failed to recover 2.63 crore paid to the concessionaire for
installation of treatment and disposal plant atfdinsite as the concessionaire
did not construct it;

v) DMC paid (from October 2012 to April 2013) tippifee of 66.84 lakh to
Concessionaire without verifying weighbridge data;

vi) Both ULBs did not establish Program Monitoring Manlsm which could
have monitored the project deliverables; and
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vii) Sanitary vehicles purchased (February 2013) byitieefor Dhanbad at a
cost of 4.75 crore remained unutilised due to failureremsfer the vehicles
to ULB Dhanbad.

17/06/2011 17/0% 20 17/06/201
Waste disposal vehicles lying idle at Bus stand, Band, Dhanbad

Further, 2.63 crore was paid to the concessionaire undevi$WWRanchi to
construct a processing plant for disposal of waist® brick making,
composting etcat cost of 20.22 crore. However, the contract was rescinded
(January 2014) and the processing plant was natticarted. Later on, RMC
appointed (October 2015) another concessionaipedcess waste into energy.
However, the payment of 2.63 crore made to first concessionaire was not
recovered which proved a loss to RMC.

Thus, improper functioning of the agency and latkimely intervention by
RMC and DMC led to termination of contracts. Thecessitated the ULBs to
deliver collection and transportation of waste s@my themselves.

Further, in the survey conducted in all test chdcki Bs, 71 per cent’
residents said that door to door waste collecticas wot done and only
11 per cent’ residents told that dust bins were being cleandy.da

In the exit conference (2 March 2017), the Jointr&ary, UD&HD stated
that the matter would be examined.

4.111.2 Assessment of waste generation

The MSW Rules stipulate that all MSW generated|gbalcollected and no
waste remains uncollected that poses risk to puigaith and environment.
Further, all ULBs have to furnish details of quanand composition of solid
waste generated to the concerned District Collsa@anually.

Audit noticed that none of the test checked ULBsntaéned any records of
the quantity and composition of the wastes genérated collected. Thus,
assessment of waste generation was not done. HowegdJLBs furnished to
audit the figures of waste generated and collecbeded on mere
approximation. In the absence of reliable data afkte/ generation, Audit
adopted the study report of Indian Urban Infragtrree and Services, 2011.
The mismatch between the figures furnished by thBsfor 2015-16 and that
worked out based on the study report is showkppendix-4.1.11.

It was further observed that the waste generatedunicipal area of Garhwa,
Madhupur and Medininagar were collected and lifigdconcerned ULBSIn

3 523 out of 741 respondents.

53 out of 489 respondents
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the remaining ULBs, collection of waste was in taage of 39per centto
90 per centonly due to shortage of vehicles, manpower anturiito
implement the SWM projects. The uncollected wasisep risks to public
health and environment.

In the exit conference (2 March 2017), the Jointr8&ry, UD&HD accepted
the audit observation and stated that ULBs wouldlibected to prepare the
database of waste.

4.1.11.3 Segregation and storage of waste

As per provisions in MSW Rules, 2000, house to kotdlection of MSW
should be made on a daily basis and segregatesuatesinto biodegradable
waste, recyclable waste and hazardous waste by gsparate coloured bins
at HH level and collection centers. The contairefainers of at least twice
the capacity may be placed at such locations tegpiteover flow of bins.

Audit observed that eight (except Dhanbad and Rangblemented door to
door collection from April 2011 to February 2014ytoof 10 test checked
ULBs have not evolved any system for door to damlection of solid waste
as SWM projects were not implemented. This resuitedittering in open
spaces, road sides and drains treating it as edeptof waste. Also, mixed
waste collected during street sweeping was beimgpewl by the road side and
this littering was aggravated by stray animals aag pickers resulting in
unhygienic conditions.

Evidently, waste was not being properly stored Wwhiwas further
compounded by failure to clear storage bins onily tasis. This was also
confirmed from our survey in which 8per cent' residents stated that
community waste bin was being cleaned after maae tme day.

Further, as per manual of SWM, distance betweenbiws should not exceed
500 meters. However, in our survey g&r cent® residents complained that
distance between two dust bins were more than 5&@rmand 5per cent®
residents threw their waste on roadside.

Audit also conducted physical verification of sit@sder the sampled ULBs
and found that in many places MSW was dumped imaogeaces on the
roadside and even burnt openly as shown in theoghmlow:

27/08/2011 24/05/2011 09/06/201

Garbage littered from waste  Garbage kept in open beside Garbage burnt beside the road at
bin at Lalpur, Ranchi the road at Peda Gali Deoghar Masjid Chowk Deoghar

41
42
43

436 out of 489 respondents
94 out of 347 respondents
375 out of 708 respondents
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Section 259 of JM Act, 2011 stipulates that whoditegrs on any street or
public place or deposits or throws or causes ompserto be deposited or
throws any solid waste or building rubbish at afgce shall be punished on
the spot with a fine. On being enquired, all téstaked ULBs (except Ranchi)
informed that no action was taken by them to im@etrthese provisions of
the act.

4.1.11.4 Transportation of waste through open vehie

The MSW Rule (Schedule Il) specified activities b@ undertaken by
municipalites to ensure that

transportation of MSW  for

processing/disposal takes place in a

hygienic manner and does not cause

littering of waste.

Seven (except Dhanbad, Mango and

Ranchi) out of 10 test checked ULBgg,06/201.

stated that vehicles, carrying MSW, _ o

were never covered durind\"sw carrying through open vehicle in Deoghar
transportation for disposal. Thus, usage of uncaVerehicles would cause
scattering and not reaching properly to the destingoint for disposal.

4.1.11.5 Disposal of waste in unscientific manner

Landfilling is the disposal of residual solid wasie land which should be
designed with protective measures against pollutibground water, surface
water, fugitive dust, bad odour etblo landfill should be situated within
100 metres of a navigable river or stream and shbal at least 500 metres
away from a notified habited area.

Audit noticed that no landfill sites (except Rarclere available in any of the
test checked ULBs. Waste was dumped in close piioxim residential areas
as well as river side aiver bed as shown in photographs below.

View of dumping yards

18/06201¢ 10/08/201 03/05/201

Open Landfill site at Dhanbad MSW dumped beside theiver MSW dumped beside the

at Sahibganj river at Medininagar
Thus, disposal of waste was being carried out in uascientific and
unhygienic manner in opewr beside river thereby causing unsanitary
conditions and pollution.

4.1.11.6 Improper disposal of bio-medical waste

Bio-medical waste (BMW) comprises of infectious amg and pathological
waste, needles and other sharp instruments, destamkedicines and toxic
drugs generated during diagnosis, treatment, imsation of human beings
and animals or research activities.
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Bio-medical waste generated by
institutions such as hospitals, nursing
homes, veterinary institutions, animal
houses, clinical laboratories eghould

be disposed off as per provisions under
BMW (Management and Handling)

Rules, 1998.

Five** out of 10 test checked ULBS 45016

reported to audit that total untreated

BMW was being mixed with MS\V Bio-medical waste near municipal office, Deoghar
without proper treatment while rest five sampledBdL(Chas, Jamshedpur,
Mango, Ranchi and Sahibganj) informed that wasteegged by hospitals and
clinics were disposed off through incinerators abdratory and were not
mixed up with MSW.

Thus, disposal of BMW by five ULBs defied BMW Rule998 which may
cause health risk to health care personnel, wastkens and inmates of the
institutions as well as creating potential enviremal hazard.

In the exit conference (2 March 2017), the Joindr&&ry, UD&HD accepted
the audit observations and stated that after imgfgation of SWM projects,
problems would be sorted out.

4.1.12 Shortage of Human Resources and Vehicles

An organisation’s performance and resulting proghtgt are directly
proportional to the quality and quantity of humasaurces. Shortage of staff
adversely affects the working of an organisation.

Human Resources

The State Government passed (May 2010) a resoltdioareation of public
health wing in every ULB and Water Board in Dhanbad Ranchi. However,

in eight out of 10 sampled ULBs (except Dhanbad dardshedpur) shortages
of staff varied from 21per centto 90 per centin supervisory cadre and
sweepers of sanitation wing which affected the sugi@n in cleanliness of
cities (Appendix-4.1.12) Also, in Dhanbad neither Water Board was created
nor any staff was posted for water supply systentewh seven (except Chas,
Deoghar and Ranchi) ULBs, technical/auxiliary stafis not available for
water supply system.

Further, UD&HD passed (July 2012) a resolutiontfansfer of operation and
maintenance (O&M) of water supply schemes and @nadministrative
control of concerned offices/staff from DW&SD to B&. However, DW&SD
did not transfer the officers/staff to ULBs excapiChas and Deoghar due to
shortage of staff in DW&SD for executing their owworks/functionsas of
February 2017. As a result, the scope of functiminthe test checked ULBs
were limited to providing water connections to thsidents of municipal area.

The State Government also notified (July 2014) Kieamd Nagarpalika Sewa
Sanwarg Niyamawali, 2014 for appointment of staffdifferent cadre. But,

“  Deoghar, Dhanbad, Garhwa, Madhupur and Medign
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after passage of more than two years of notificatiwo effort for recruiting
officials for different posts of ULBs was made. Haver, UD&HD constituted
(March 2016) a committee to ascertain the requirgragéstaff and creation of
post according to requirement in different ULBsndings are awaited
(February 2017).

In the exit conference (2 March 2017), the Jointr8&ary, UD&HD accepted
the audit observations and stated that due to aemf staff in DW&SD and
paucity of fund for payment of pay and perks to skeff of DW&SD by the
ULBSs, transfer of staff to ULBs was not done.

Vehicles

A garbage disposal vehicle is one of the importagtirements to deliver the
SWM services. Audit observed that the sampled UlpBssessed garbage
disposal vehicles only to the extent of 0 @& centto 5.8 per centof the
requirement prescribed by the SWM manu@ppendix-4.1.13). Thus,
shortages of garbage disposal vehicles curb digehaf functions by the
ULBs. This was also confirmed during auditirvey where 7&er cent®
residents were not happy with the conditions obgge disposal vehicles used
for transporting garbage.

In the exit conference (2 March 2017), the Jointr&®ry, UD&HD accepted
the audit observation and stated that action wbalthken.

4.1.13 Citizen Charters

A Citizen’s Charter is an expression of understagdietween citizens and the
service provider about the nature of service thatlatter is obliged to provide
and the choices available for the consumer. Torertbat citizen’s charter can
be used as an effective tool for performance imgmoent and for ensuring
accountability of service provider, it needs tolaeked up with the provision
of an effective Grievance Redressal Mechanism.

Audit observed that none of the test checked UL&sntilated Citizen’s
Charter while eight (except Mango and Ranchi) dut®test checked ULBs
did not put in place Grievance Redressal MechaniBorther, requisite
Complaint Register was not maintained in any of tbst checked ULBs.
However, UD&HD notified (May 2016) preparation ofiti¢en Charter at
department level.

Further in the survey conducted by audit, & cent® residents reported to
audit that their grievances for water supply wezdressed after more than
seven days while 2per cent’ stated that no action was taken for their
grievances.

In the exit conference (2 March 2017), the JointrSery, UD&HD stated
that Citizen Charters at State level has beeniadtih 2016 and Grievance
redressal system had been formulated at ULBs level.

45 411 out of 530 respondents
46 155 out of 306 respondents
47 66 out of 306 respondents
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4.1.14 Conclusion

Service Level Benchmarks framed by MoUD, Gol fort&/aSupply, SWM
and Sewage could not be achieved by the test ctiddk®s as four water
supply projects in four test checked ULBs targetedcreate 306 MLD
capacity could not be completed despite spendib§3.47 crore while SWM
projects worth 146.29 crore were stopped midway after incurrinlg a
expenditure of 28.47 crore. Further, none of the test checked 4JLB
constructed sewage network while pér centdrains in nine of the 10 test
checked ULBs were uncovered and beset with garbage.

Incomplete water supply projects affected watempbupo atleast 22.67 lakh
inhabitants of municipal area. In test checked UL@dy 29 per centof the
total HHs had access to piped water while shortagespply of water ranged
between nine and 9Per centof requirement. Further, per capita supply of
water in seven out of 10 test checked ULBs rangsaiden 10 and 110 litres
per capita daily (Ipcd) against standard of 13%l lpbile seven out of 10 test
checked ULBs did not install meters for residentiater connections.

Four test checked ULBs failed to recover outstagdivater user charges
worth  37.22 crore from the water users due to whicly @8l per centof
Operation and Maintenance cost could be met frontewaser charges
although mandated to be covered fully. The Stateve@onent lost

10.50 crore per year on Non-revenue water beyoadémnchmark limit of
20 per cent

Toilet facility was limited to 23er centto 72 per centHHs in test checked
ULBs against 10(er centof benchmark while HHs in eight out of 10 test
checked ULBs were not covered under solid wasteagement services. The
coverage of waste collection in six sampled ULBsged between 39 and
90 per cent.No landfill sites (except Ranchi) were availableamy of the test
checked ULBs. Waste was dumped in close proxingityesidential areas as
well as river side.

Shortage of manpower to the extent of @€ centin supervisory/sweeper
cadre and garbage disposal vehicles to the exfte@t per centin the test
checked ULBs affected the cleanliness of cities @aded a threat to
environment and health of residents.

In audit survey conducted with 741 households gvimithin the service
network of 10 test checked ULBs, Yer cenHHs responded that water
supply facilities provided by the test checked UlBare not satisfactory and
85 per centresidents told that during summer season, sufficsater was not
supplied. In respect of sanitation facilities, @ér centresidents were not
satisfied by the services provided by the test kb@dJLBs. Likewise, under
SWNM service, 7Der centresidents said that door to door waste collectias w
not done while 7&er centresidents reported that they were not happy with
the conditions of vehicles used for transportindbgge.

4.1.15 Recommendations

The State Government should sensitise the ULBsnieeting the demand for
water supply, SWM, Sewage and Drainage as per s 8xed by MoUD,
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Gol. Government should facilitate in resolving tiatlenecks to complete the
pending projects to achieve the SLBs.

The State Government should enforce good pracéicesig the ULBs such as
recording meter readings every month, raising tyrggmands, promoting
online payments for collection of outstanding dteeseduce over dependence
on human resources etc. Concerted efforts shoulchdmte to collect all the
outstanding dues within a specific timeframe byiisg demand notice to the
users.

Identification of land for setting up landfills shid be done on a priority basis
and stringent action should be taken against thog#ved in dumping waste
in residential areas or river side.

Deployment of sufficient manpower and garbage diapovehicles for
cleaning and lifting of all garbage generated l®ydlies should be ensured.
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