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_PREFACE

This Report has been prepared for submission to the Government of Orissa in
accordance with the terms and conditions of the Technical Guidance and Supervision
(TGS) over the maintenance of accounts and audit of Panchayati Raj Institutions
(PRIs) by the Comptroller & Auditor General (C&AGQG) of India.

Based on the recommendations of the Eleventh Finance Commission, the State

Government entrusted audit of 20 per cent of Gram Panchayats (September 2003) and
Panchayat Samitis (May 2004) to the C&AG of India under section 20(1) of the

CAG’s (DPC) Act 1971, The State Government also entrusted the Technical

Guidance and Supervision of the audit conducted by the Examiner, Local Fund Audit
(LFA) to the CAG.

This Report is based on the audit of Gram Panchayats (GPs) conducted under Section

20(1) and Panchayat Samitis (PSs) & Zilla Parishads (ZPs) under Section 14 of the
C&AG’s (DPC) Act 1971.

This Report contains three chapters. Chapter I contains an overview of the PRIs in
Orissa and comments on accounts. Chapter II deals with a mini review on the
mobilization of revenue resources of PRIs. Chapter III deals with the audit

observations on transactions of PRIs.

The cases mentioned in the Report are among those, which came to notice during the
course of test audit of accounts conducted during the year 2008-09 as well those

which had come to notice in earlier years but could not be dealt with in the previous

Reports.
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L OVERVIEW

[his Report includes three Chapters, Chapters | present an overview ol the accounts
and finances of the Panchayati Raj Institutions (PRIq) hapter-11- comprises of
mobilization of revenue resources while ( hapter-111 contain 1% transaction audit
paragraphs.

A synopsis of important findings contained in this Report is presented in this
OVeIview,
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»  'Own revenue' of Gram Panchayats (GPs) was only around 2 per cent of their

total receipts during 2007-08 and as such they were dependent on grants and

loans from the Central and State Governments. (Paragraph 1.3)

Although the State Government accepted (April 2004) the formats of annual
accounts prescribed by the Comptroller and Auditor General of India (C&AQG)
for Panchayat Samities (PSs), majority of PSs in the State were not maintaining

the accounts in the prescribed formats. The formats prescribed by CAG for

Zilla Panchayats and Gram Panchayats were not accepted.  (Paragraph 1.5)

Y

Out of grants of Rs 432.90 crore received by test checked PRIs during 2007-08,
only Rs 232.11crore (53.6 per cent) could be utilised by the PRIs.

(Paragraph 1.12.1)

Mobilisation of Resources by Panchayati Raj Institutions revealed that though the

State Finance Commission recommended (September 2004) assignment of taxation
powers to the PRIs in 17 areas, the recommendation is yet to be implemented. Out of
643 revenue earning assets constructed under SGRY, 306 could not be allotted till
March 2009. There was also unproductive expenditure of Rs 1.08 crore on incomplete
units. None of the test checked GPs (except GP Rajpur) levied user charges on water

supply and sanitation resulting in extra burden on the already financially constrained
GPs.

(Paragraph 2.9& 2.10)
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4 Gram Panchayats did not obser

Two Panchayat Samities and |

e . T weh of Rs 8.50 lak!
provisions which resulted in misappropriation of cash of Rs 8.50 lak]

(Paragraph

of ric

physical verification of stock accoun!
¢ of 4330.79 quintals amounting

(Paragraph 2 4

In four Panchayat Samities
NFFWP and SGRY revealed shortag
59.34 lakh.

Deviation from the plans and non-fixation of screw gear shutter and Heoo

regulator in the Water Harvesting Struc
Irrigation Projects(MIPs) by 11 PRIs resulted in unfruitful expenditure of Rs
60.15 lakh, (Paragraph 3.3)

As at 31st March 2008 advances of Rs 35.26 crore were lying outstanding and
unadjusted against the employees of 51 Panchayat Samitis.  (Paragraph 3.10)

In five Panchayat Samities 128 projects under SGRY/NFFWP/MPLAD/WODC
on which expenditure of Rs 2.11 crore was incurred during 2002-03 to 2005-06

remained incomplete rendering the expenditure unfruitful.  (Paragraph 3.13)

’ lﬁ 11 Panchayat Samities, expenditure of Rs 2.72 crore incurred on construction

D funds remained

(Paragraph 3.16)
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CHAPTER- T

AN OVERVIEW OF THE PANCHAY ATT RATINSTITOTIONS

L1 Introduction

Vith the 73rd Constitutional Amendrient” Act, the entire contour of democratic
decentralization in rural areas of the country has changed. Ithas enhanced the powers
of PRIs and facilitated people-oriented developmental activities. The salient features

" the Act are © Gram Sabha in each village, a three-tier mv\mSE of Panchayats at

age. block and district levels, direct elections of members at all levels, reservation

of seats for Schedule Casts/ Schedule Tribe (SC/ST) candidates, reservation of one-

third of total seats for women, five year tenure for every Panchayat. Besides, the Act
provided in case of dissolution of an elected Panchayat elections to be held within six
months, appointment of Finance Commission by every State Government to review
the financial position of Panchayats and appointment of a State Election Commission

to conduct elections for Local Bodies in every five years.

State Government, through legislation, amended the laws relating to the three tiers of
Panchayati Raj Institution (PRIs) of the State. The PRIs in the State of Orissa are
regulated by the Orissa Zilla Parishad Act, 1991 (OZPA) at distvict level, Orissa
Panchayat Samiti Act, 1959 (OPSA) at block level and Orissa Gran: Panchayat Act,
1964 (OGPA) at village level. The PRI system comprises elected bodies — Gram
Panchayat (GP), Panchayat Samiti (PS), and Zilla Parishad (ZP) nstituting three

tiers in the State.

The Comptroller and Auditor General of India (CAG) was entusted with the
responsibility of exercising control and supervision over the proper maintenance of
accounts and audit of all the three-tiers of PRIs as recommended by the Eleventh
Finance Commission (EFC) and accordingly the State Government entrusted
responsibility for providing Technical Guidance and Supervision (TGS) to the CAG
under scction 20(1) of CAG’s Duties, Powers and Conditions of Service (DPC)
Act1971 Audit of

I PSs and ZPs are being conducte | under Section 14 and 20 per
cent of GPs (from September 2003) under section 20(1) of the CAG’s (DPC) Act
1971.



V20 percent of PSS were also entrusted (May 2004) to CAG for

recenad by o

..N‘:..nx___;:.::._ Set up

The PRIS

vunder the administrative control of the Yanchayat Raj (pp

Department of the State Government headed by the Commissioncr-cum- Scere

;.
vldry

and assisted by the Director (PR) and the Director (Special Projects) at the State |,

The State has 30 districts and each district has a ZP. The ZP is controlled b

clected body headed by a President,

YV oan
¥ an

who is elected from among the elected

fepresentatives of the ZP.  The District Collector is designated as the Chief Executive

Officer (CEO). Under the CEO, one Executive Officer (EO) discharges the day-to-

y administrative functions of the Zp.

ada

The PS functioning at the

Block level is controlled by an elected body headed by the
Cha

duly clected from

among the clected representatives of the PS and the
Block Development 0

ieer (BDO) is the executjve head of the PS.
Atthe GP level, the elected members headed by a Sarpanch constituted the GP. The

ared the Village Loyel Worker (VLW) as the
general supervisjon

by legislation decl
Exceutive Officer and entrusted the and overall contro] of the GP

ges his duties under the supervision of he District Panchayat Offjcer

As ol March 2008, 30 ZPs, 314 PSs and 6234 GPs were functioning in Orissa.

Flection to the PRIs was Jast conducted in February 2007,

o



Phe orgamzatonal chart of the PRI< s indicated helow
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The Elected Body set-up of the PRIs is as follows:

 LILLAPARISHAD
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