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Preface

This Report contains the results of audit of Panchayati Raj
Institutions (PRIs) and Urban Local Bodies (ULBs) of the
State. Audit of all the three tiers of PRIs and all the categories
of the ULBs has been conducted under Section 20(1) of the
Comptroller and Auditor General of India’s (Duties, Powers
and Conditions of Service) Act, 1971 and the report 1s
submitted to Government of Odisha under Technical

Guidance and Support arrangement.

The Report contains significant results of the Performance
Audit and compliance audit of the PRIs and ULBs in the

State.

The instances mentioned in this Report are those, which came
to notice in the course of test audit of accounts for the year
2014-15, as well as those, which came to notice of audit in
carlier years, but could not be dealt with in previous reports
have also been included, wherever necessary.

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

India.
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Overview

This Annual Technical Inspection Report (ATIR) of the Accountant General
(General and Social Sector Audit), Odisha on the audit of Panchayati Raj
Institutions (PR1s) and Urban Local Bodies (ULBs) throws light on the finances,
accounting, public service delivery and audit arrangements of the PRIs and ULBs
of the State and deficiencies noticed in these areas. It includes findings arising
out of performance audits and compliance audits.

In PRI sector, significant audit observations made on the functioning of PRs in
implementing various schemes/programmes under Panchayati Raj Department, a
Performance Audit on National Rural Livelihoods Mission (NRLM) and
transactions relating to receipts and expenditure of the audited PRIs are included.

‘mproper preparation of Annual Action Plans at district and Block level
cventually led to slow progress in implementation of the Mission.

(Paragraph 2.1.6.2)
Odisha Livelihoods Mission (OLM) could not utilise the funds available
during 2013-15 for which Central share of ¥ 165.35 crore and State matching
share of ¥ 7.93 crore was not released during 2013-15.

(Paragraph 2.1.7.1 & 2.1.7.2)
» Against the total physical target of 2,93,023 Self Help Groups (SHGs) for
bank linkages, only 1,22,904 (42 per cent) could be achieved which limited

the financial achievement to ¥ 1330 crore (49 per cent of the target).
(Paragraph 2.1.8.2)

> Even after receipt of seed capital of X 70.50 lakh, 141 SHGs could not start
livelihood activities due to lack of thrust on MIPs, lack of motivation and poor

coordination with the Banks.
(Paragraph 2.1.8.4)

> There was delay in formation of GPLFs due to which no producer groups were
formed and no progress reports were submitted to BMMUs. S@ﬂmly, the
SHGs did not follow the principles of “Panchasutra” prescribed by the

Government,

(Paragraph 2.1.8.5)
» Out of 193 recruited personnel at district and block level, 174 had not
undergone any training on NRLM activities.
(Paragraph 2.1.8.9)

» Out of 41,547 trained rural youths, only 24,581 (59 per cent) youths could be
employed/ self-employed through bank finance.
(Paragraph 2.1.8.10)

Implementation of Third State Finance Commission Award (PRI1)
FC was implemented trom April 2011,
2013 and July

» Though the recommendation of TS .
Government circulated the comprehensive guidelines in August
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Overview

In ULB sector, there were significant audit observations on ‘Delivery of Public
Services by Cuttack  Municipal Corporation’ and ‘Creation of Urban
Employment under Swarna Jayanti Shahari Rozgar Yojana (SJSRY)’ and also on
irregularities in two other ULBs apart from financial accounting in all the ULBs.

Performance Audit of Delivery of Public Services by Cuttack Municipal
Corporation (CMC)

» CMC had not carried out public service delivery in a planned and systematic
manner as it had not prepared any long term or short term plan document and
not formed ward committees for bottom level planning.

(Paragraph 5.1.6.1)
» In the core service sectors like water supply, sewerage, storm water drainage,
solid waste management etc., CMC could not achieve the service level

benchmarks set by Government of India.
(Paragraph 5.1.8.1 and 5.1.9.1)
» Only 43.19 per cent of the total households had access to piped water while
the coverage of sewerage service among 1,17,020 households of the city was

11 per cent only.

(Paragraph 5.1.8)

» The untreated sewage of the city had been discharged into surrounding rivers
through sewer lines, channel and open drains thereby polluting river water.

(Paragraph 5.1.9.1)
» The storm water drains of the city are open and not free-flowing due to
frequent choking and encroachment. There are 82 cases of water logging
during 2011-15 due to choking of drains in the rainy season.
(Paragraph 5.1.10.1)
» The CMC could not provide better health services to people due to inadequacy
in infrastructure and health personnel.
(Paragraph 5.1.12.1)
» CMC failed to implement the provisions of Food Safety and Standards Act
due to non-fixation of targets by the Designated Officer and 79 per cent of
food business operators continued their business without license and
registration.
(Paragraph 5.1.13)
» The issue of birth and death certificates was delayed by the City Health
Officer upto 65 days due to inadequate manpower and infrastructure.

(Paragraph 5.1.14)

| Significant observations of compliance audit |

Creation of Urban Employment under Swarna Jayanti Shahari Rozgar Yojana
(SJSRY)

» Due to non-filling up of critical posts of Urban Poverty Alleviation Cell, non
formation of Neighbourliood Committee and Community Development
Society at ward and ULB level, the prescribed activities such as preparation of
C rumunity Development Plan, Poverty Sub Plan and Budget for the poor.

(Paragraph 6.1.2)

1X
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¢, Out of 14,280 beneficiaries under STEP UP,
r cent differently-abled were

checked ULBs, banks did not sanction loan of T 318
crore to 88 groups under UWSP involving 860 poor women out of 434 groups
sponsored by the ULBs. The reason for not considering these applications was
neither communicated by banks to ULB nor followed up by the ULBs

(Paragraph 6.1.7)

% In 156 cases under USEP, the subsidy of ¥ 47.89 lakh was adjusted within one
month to three years from the date of sanction of loan but the loan account was
not closed after adjustment of subsidy. In five groups of three ULBs, a l -

disbursement, repayment of loan and adjustment of subsidy of T 7.21 lakh
under UWSP was made on the same day with closure of loan account

(Paragraph 6.1.8)
> Construction of Picnic spot at Sargitalia in forest area, without forest clearance ANCH ! Y ! I

resulted in unfruitful expenditure of ¥ 50.09 lakh.

» In eight out of 12 test

(Paragraph 6.2)

> Berhanllpur Municipal Corporation sustained a loss of revenue of T 1.62 crore !’ I ) 4 IW l I T
due to incorrect cancellation of tender on advertisement rights. I I ON S

(Paragraph 6.3)
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| An overview on Panchayati Raj fnstitutions |

1.1 Introduction

Panchayati Raj Institutions (PRIs) came into existence in Odisha from 1948 with
enactment of Orissa Gram Panchayat Act 1948. Subsequently, Orissa Panchayat
Samiti Act and Zilla Parishad Act were enacted in 1959 and 1991 respectively,
setting up three tier PRIs in the State. All these Acts were amended in 1993 and
1994" in conformity with the 73™ Constitutional Amendment Act 1992
empowering the PRIs to function as institutions of self-government to accelerate
economic development and ensure social justice in rural areas.

1.2 Organisational Setup of PRIs

Panchayati Raj Institutions are classified into three tiers, viz. Zilla Parishads,
Panchayat Samitis and Gram Panchayats. There are 30 Zilla Parishads, 314
Panchayat Samitis and 6209 Gram Panchayats in Odisha.

The organisational setup of the PRIs is indicated below.

Commissioner-cum-Secretary to
Government

Director, L1 Director, Special
Panchayat Raj | Proiects

l

Panchayati Raj Institutions

[ |
Zilla Parishad (30) Panchayat Samiti Gram Panchayat
(District level) 314) (Block level (6209)
J ( . )8 ,0 A J (Village level)
| | * ‘
Chief Executive Block Development Panchayat
Officer Officer , Executive Officer

J
e st

L

All the three tiers of PRIs function under the administrative control of the
Panchayati Raj (PR) Department headed by the Commissioner-Cum-Secretary
who is assisted by the Director (PR) and the Director (Special Projects) at the
State level.

' ZP Act 1991 of Orissa was amended in 1993. Orissa GP Act 1948 / 1964 and Orissa
Panchayat Samiti Act 1959 was amended in 1994



Panchayati Raj was introduced in January 1961 in the State, undqr which three
tiers of the system namely Zilla Parishads, Panchayat Samitis and Gran,
Panchavats have to work in close coordination with each other.
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Each of the 30 districts of the State has a Zilla Parishad (ZP). The ZP is Manage|
by an clected body headed by a President, who is elected amongst the electeg
representatives of the ZP. The District Collector acts as the ex-officio Chigy
Executive Officer (CEO) of the ZP, while the Project Director of District Ruyry
Development Agency (DRDA) concerned acts as the qx-ofﬁcio Executiye
Officer (EQ) for discharging day-to-day administrative functions of the ZP,

The Panchayat Samiti (PS), ‘functioning at the Block level, is managed by 4,
clected body headed by a Chairman duly elected amongst the electeq
representatives of the Block. The Block Development Officer (BDO) acts as th.
executive head.

At the Gram Panchayat (GP) level, the elected members headed by a Sarpanc,
constitute the GP. General superintendence and overall control of the GP
exercised by the Panchayat Executive Officer who discharges his duties und; :
the supervision of the BDO.

Election to the PRIs at all tiers was last conducted in February 2012.
The setup of Elected Body of the PRIs is as follows: -

ZILLA PARISHAD PANCHAYAT SAMITI GRAM PANCHAYAT

PRESIDENT CHAIRMAN SARPANCH
ZP MEMBERS PS MEMBERS WARD MEMBER

1.3 Functioning of PRIs

-

Article 243 of the Constitution prescribes devolution of powers, resources and
responsibilities to elected local bodies from the State Government. It enjoins
upon the State Legislatures to enact laws / amend existing laws devolving/
transferring 29 subjects listed in the Eleventh Schedule of the Constitution of
India to PRIs. This would also lead to PRIs emerging as platforms for planning

and implementation of programmes for economic development and social justice
for rural people.

Out of 29 subjects of 19 Departments, State Government has transferred
(October 2005) 21 subjects of 11 Departments to the PRIs (4ppendix 1.1). The
Chief Secretary communicated (July 2003) to 11 Departments
implementation of the decentralisation of the governance in letter and spirit. The
functionaries of the concerned 11 departments had been continuing under the
administrative control of their respective line departments either without bein®
deputed or transferred. The Gol advisory stipulated that a Panchayat sect!

A TR
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window was to be created in the bud

functions were transferred to PRIs
appropriate level of PRJs. Howev

Govcmmcnt in this regard. As a result, the State which ranked ]
N terms of Devolution Index

| _ as per a survey conducted b
Panchayati Raj through Indian Institute of p

thirteenth rank n 2013-14.

get of the line departments,

‘ from which the
for direct flow of matchin

g funds to the
n by the State
ixth in 2005-06

y the Union Ministry of
ublic Administration, slipped to

14 Staffing pattern of PRIs

for every Gram Panchayat who shall
maintain the records of the proceedings of the meetings of GPs, remain a
custodian of all such records and documents

Officers. As against sanctioned st

rength of 6234 VLWws, men-in-position was
5484 with vacancy of 750, thereby

hampering the functioning of the GPs.
For every block, there shall be a Block Development Officer (BDO) to be
appointed by the Government and an Additiona! Block Development Officer
(ABDO) may be appointed by the G

overnment under the administrative control
of the BDO. The Samiti with the approval of the Government, shall determine
the number and grade of the employees to be appointed to the services of the

Samiti. Against sanctioned strength of 314 each for BDO and ABDO, men-in-
position were 291 and 209 with vacancy of 23 and 105 respectively.

The Collector of the district shall be the Chief Executive Officer of the Parishad
who shall exercise such powers and perform su

prescribed. The Project Directors, District Rural De
the ex-officio Secretary of the Parishad.

ch functions as may be
velopment Agency shall be

Similarly, under technical category at district and block level, as against
sanctioned strength of 1686 posts, men-in-position were 1036 with 39 per cent

vacancy which resulted in low spending of the grants received for various socio-
economic development programmes.

1.5 Functioning of various Committees

To execute the functions of PRIs, Standing Committees have been constituted
(seven each for ZPs and PSs and five for GPs) with _elected representative as the
Chairperson and Secretary as the Chief Executwe Ofﬂ.cer. The role and
responsibilities of Standing Committees are given at Appendix 1.2.

Overall monitoring and review of the development programmes at the State and
District levels were conducted by the State Level Vlglla[.lce‘and Momtpt:u;gs
Committee (SLVMC) and District Vigil'fmce and Momton.ng (‘omgu fhe
(DVMC) respectively. The SLVMC of Odisha has Pecn consmut‘eg dl'mh':rwith
Chairmanship of the Minister, Rural ll)cvclopl]}?gi/;tyeal;i&:t)f p:lsr[iamem
“o-chai and 29 members. In case o , e
t(}lldr(f):lf Sca(:);:;li;“:ﬁz Chairman, with District Collector as Secretary and all district
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