PREFACE

This Report has been prepared for submission t@theernor under Article
151 of the Constitution.

2. The Report sets out the results of audit undeious sections of the
Comptroller and Auditor General of India’s (Duti®gwers and Conditions of
Service) Act, 1971, in respect of financial assiseagiven to Urban Local
Bodies and Panchayat Raj Institutions.

3. Matters arising from the Finance and AppropoiatAccounts for the
year 2008-09 together with other points arising afuaudit of transactions of
the Government of Tamil Nadu are included in seearalumes of the Report
(Civil) of 2008-09.

4. The Report containing the observations arisingod audit of Statutory
Corporations, Boards and Government Companies ledRéport containing
such observations on revenue receipts are pressepedately.

5. The cases mentioned in this Report are amongetidiich came to

notice in the course of test check of accounts diad Local Bodies and

Panchayat Raj Institutions during the year 200&9%ell as those which had
come to notice in earlier years but could not beltdeith in previous Reports

on the Government of Tamil Nadu. Matters relatmghe period subsequent
to March 2009 have also been included whereverideresl necessary.




OVERVIEW

This Audit Report, dealing with the results of audit of accounts and
transactions of Local Bodies, is prepared in two parts and consists of five
chapters. Part | deals with Urban Local Bodies and part |1 on Panchayat Rg
Institutions. A synopsis of important audit findings is presented in this
overview.

| Accounts and finances of Urban Local Bodies

The urban population of the State as per the 2001 census was 2.75 crore
constituting 44 per cent of the State population. The decadal growth rate of the
urban population was 43 per cent.

The Director of Local Fund Audit is the statutory auditor for all the Urban
Local Bodies. As of May 2010, audit of Urban Local Bodies was mostly in
arrears for a period ranging from one to three years. As of March 2009, the
number of paragraphs of Inspection Reports issued during 2005-08 by the
Director of Local Fund Audit relating to Urban Local Bodies pending
settlement aggregated to 43,308.

During 2008-09, own revenue collection of the Urban Local Bodies was
Rs 1,742 crore of which tax-revenue was Rs 1,046 crore. While the own
revenue of Chennai City Municipal Corporation and Other Municipal
Corporations increased during 2008-09, the same in respect of Municipalities
decreased during 2008-09.

During 2007-08, Twelfth Finance Commission grants were released to Urban
Local Bodies with delays ranging between nine and 334 days and the State
Government did not pay interest for the delayed release of grants.

(Paragraphs 1.1to 1.9)
I Performance reviews - Urban Local Bodies

1 Anaithu Peruratchi Anna Marumalarchi Thittam — a scheme for
strengthening infrastructure of Town Panchayats

Performance Audit of Anaithu Peruratchi Anna Marumalarchi Thittam, a State
Government sponsored scheme in 35 selected Town Panchayats revealed the
following:

> There was delay of more than three months in release of
Rs 10.68 crore to Town Panchayats by five Zonal Assistant Directors
of Town Panchayats.

> For want of clear instructions in the guidelines, eight Town Panchayats
refunded unspent balance of Rs 12.04 lakh to the Director of Town
Panchayats.

> Failure of five Zonal Assistant Directors of Town Panchayats to follow
the instructions of Director of Town Panchayats in procurement of
compact fluorescent lamps resulted in avoidable expenditure of
Rs 13.42 lakh.
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> Twenty community halls constructed under the scheme at a cost of
Rs 2.72 crore were not put to use either due to lack of basic amenities
or due to their construction in remote areas.

> Defects such as poor quality of work and non-shifting of electricity
poles to the edge of the road were noticed in cement concrete roads
formed in four Town Panchayats.

> 33 out of 37 shops constructed at a cost of Rs 42.08 lakh in five Town
Panchayats were not let out either due to lack of demand or non-
availability of power connection.

> There was a shortfall of 74 per cent in convening the meetings of
District Level Monitoring Committee in four test-checked districts.

(Paragraph 2.1)

2 Utilisation of Central Twelfth Finance CommissionGrant for Solid

Waste Management in Urban Local Bodies

Performance Audit of Utilisation of Centra Twelfth Finance Commission
Grant for Solid Waste Management in three Municipal Corporations, 20
Municipalities and 55 Town Panchayats revealed the following:

> In three test-checked local bodies, grants received for the period
2005-06 to 2007-08 were not utilised.

> Salem City Municipal Corporation diverted Rs 3.06 crore towards fuel
expenses during 2005-07.

> Infrastructural facilities created for segregation and conversion of
waste into manure were not utilised in seven test-checked
municipalities and Vellore Corporation.

> High Level Committee meetings to review the utilisation of grants
were held only once in a year during 2005-06 to 2008-09 instead of
onceinaquarter.

(Paragraph 2.2)
11 Audit of transactionsin Urban Local Bodies

Failure of Alandur Municipality to collect scavenging fee and administrative
charges from marriage halls/restaurants/industries/ wine shops resulted in loss
of revenue of Rs 30.84 lakh.

(Paragraph 3.1.1)

Failure of Sankarankoil Municipality to provide additional connections for
water supply and collect monthly water charges and deposit resulted in loss of
revenue of Rs 30.27 lakh.

(Paragraph 3.1.2)

Failure of Madurai City Municipal Corporation to evict the encroachment or
to collect lease rent for encroached area resulted in loss of revenue of
Rs 28.03 lakh.

(Paragraph 3.1.3)

viii



Overview

Failure of Sankarnagar Town Panchayat to levy tax on vacant land owned by
Tamil Nadu Housing Board resulted in non-realisation of revenue of
Rs 27.76 lakh.

(Paragraph 3.1.4)

Failure of Madurai City Municipal Corporation to include the supervision
chargesin the estimate resulted in loss of revenue of Rs 23.16 lakh.

(Paragraph 3.1.5)

Failure of Coonoor Municipality to coordinate with the Forest Department for
maintenance of the check dam constructed in the forest area resulted in
unfruitful expenditure of Rs 62.89 lakh.

(Paragraph 3.2.1)

Failure of Tindivanam Municipality to terminate the contract at the risk and
cost of the contractor and making payment before completing entire work
resulted in unfruitful expenditure of Rs 29.58 lakh.

(Paragraph 3.2.2)

Failure of Tiruchirappalli City Municipa Corporation to reduce the contracted
demand from 231 KVA despite consuming less power resulted in avoidable
payment of Rs 13.14 lakh towards electricity charges.

(Paragraph 3.3.1)

Failure of the Salem City Municipal Corporation to ensure the facility of
processing wastes into biodegradable and non-biodegradable wastes before
segregating wastes resulted in avoidable expenditure of Rs 12.82 lakh.

(Paragraph 3.3.2)
v Accounts and finances of Panchayat Raj | nstitutions

There were 12,620 Village Panchayats, 385 Panchayat Unions and 30 District
Panchayats in the State as of March 20009.

Computers purchased and distributed to Panchayat Rgj Institutions at a cost of
Rs 51.64 crore for maintenance of accounts and data base could not be utilised
for the intended purpose.

The Director of Local Fund Audit is the statutory auditor for District
Panchayats and Panchayat Unions. As of December 2009, the audit of
accounts of six Panchayat Unions for 2007-08 and 372 Panchayat Unions and
17 District Panchayats for 2008-09 were pending. 4,570 paragraphs of
Inspection Reports issued by Director of Local Fund Audit relating to
Panchayat Unions prior to 2003-04 was pending settlement. Out of 2,523
Village Panchayats to be test-checked by Director of Local Fund Audit in each
year, the audit of accounts of 896 for 2007-08 and 1,561 for 2008-09 was
pending.

Interest on Provident Fund account of the Panchayat Union employees in 15
test checked Panchayat Unions were not paid from 1989-90 to 2008-09 either
due to non forwarding of the claim proposals by the concerned Block
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Development Officer or non authorisation of the claim proposals by the
Director of Local Fund Audit, who is the sanctioning authority.

In 17 test checked Panchayat Unions, unclaimed deposits amounting to
Rs 18.29 lakh were not lapsed and credited to their General Fund Account.

(Paragraphs 4.1to 4.9)

Vv Audit of transactionsin Panchayat Raj I nstitutions

Failure of Thiruppullani Panchayat Union to rectify the discrepancy in the
NABARD loan availed by it resulted in excess payment of
Rs 6.09 lakh.

(Paragraph 5.1.1)
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CHAPTER |

AN OVERVIEW OF THE ACCOUNTS AND FINANCES OF
URBAN LOCAL BODIES

1.1 Introduction

1.1.1 Consequent to the %4amendment of the Constitution, the State
Government amended the Tamil Nadu District Muniliiles Act, 1920 for
transferring the powers and responsibilities toddrhocal Bodies (ULBS) in
order to implement schemes for economic developragt social justice
including those in relation to the matters listadhe Twelfth Schedule of the
Constitution.

1.1.2 The number of ULBs at each level as on 31 Marct9286ng with the
average population covered by each type of urbeal loody as per the 2001
census is given imable 1.1

Table 1.1: Number of ULBs with average population covered

Category of ULB Number of Urban Population Average population covered

Local Bodies (as per 2001 census) per local body (as per 2001
census)

Municipal Corporations 10* 88,32,922 8,83,292

Municipalities 148 92,95,784 62,810

Town Panchayats 561 76,46,386 13,630

(Source: Performance Budget 2007-08 of the Municipal Adtration and Water Supply

Department)
] Two corporations (Vellore and Thoothukudi) formed imgiist 2008.

Tamil Nadu is the most urbanised state in Indi&e Trban population of the
State as per the 2001 census was 2.75 crore cimgfid4 per centof the
total State population (6.24 crore). While the atkad growth rate of total
population was 1per centduring 1991-2001, the urban population registered
a growth of 43er cent

1.1. 3 The Municipalities and Town Panchayats are classifnto different
grades by the Government of Tamil Nadu based om #mnual income, as
given inTable 1.2

Table 1.2: Income-wise classification of ULBs

Category of ULB Grade Annual income Number
Municipalities Special grade Above Rs 10 crore 20
Selection grade| Rs 6 crore and above but below Rs 10 crore 29
First grade Rs 4 crore and above but below Rs 6 crore 29
Second grade Below Rs 4 crore 21
Third grade (Erstwhile Town Panchayats with population 49
exceeding 30,000)
Total 148
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Category of ULB Grade Annual income Number
Town Special grade Above Rs 20 lakh 13
Panchayats

Selection grade| Above Rs 16 lakh but below Rs 20 lakh

Grade | Above Rs 8 lakh but below Rs 16 lakh

Grade Il Above Rs 4 lakh but below Rs 8 lakh
Total 561

(Source : Policy Note 2009-10 of Municipal Administration anat®¥ Supply Department)
1.2  Administrative arrangements

1.2.1 Administration of ULBs

The overall administration of ULBs vests with thenBipal Secretary to
Government, Municipal Administration and Water Sypp(MAWS)

Department at Government level. Principal SecyetstAWS exercises this
control through Director of Municipal Administratio(DMA) in case of
Municipalities and Municipal Corporations except e@hai and through
Director of Town Panchayats (DTP) in case of Towandhayats. The
Chennai City Municipal Corporation is under theediradministrative control
of Tamil Nadu Government i.e., Principal SecretdaddWS Department. An
organisational chart on the administration of ULiBgiven inAppendix 1.1.

The Mayor is the elected representative of the Nipal Corporation and a
Chairperson is elected for each Municipality.
1.3 Accounting arrangements

1.3.1 Accrual-based system of accounting is being foldvwn all Municipal
Corporations and Municipalities as per the ordéthe Government of Tamil
Nadu with effect from 2000-01 and in all Town Pamygdis with effect from
2002-03 in a phased manner.

1.3.2 Accounts maintained by Urban Local Bodies

Apart from the General Fund Account, the followegrounts are maintained
under the accrual-based system of accounting bthelMunicipalities, five
Municipal Corporations (excluding Chennai) and Td®anchayats:

> Revenue Fund and Capital Fund,

> Water Supply and Drainage Fund (except Town Paratbpy
> Elementary Education Fund (except Town Panchayatsl),
> Provident Fund Account (by Town Panchayats only).

Coimbatore, Madurai, Salem, Tiruchirappalli and Télweli

245

221

82
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The cash balance of each of the above funds istanaéd in a separate bank
account. The Chennai City Municipal Corporationimtains (i) a General
Fund comprising both Revenue and Capital Funds (@pén Elementary
Education Fund.

1.3.3 Database formats

The State Government accepted (February 2005) #tabase formats on
finances of ULBs recommended by the Comptroller Anditor General of
India and directed that they be adopted by all Whds with effect from
1 April 2004. The Commissioner of Municipal Adnstration (CMA) stated
(March 2007) that a web-based software was designeddeveloped based
on the approved format and launched during Jan2@d$ after testing. The
CMA also instructed all the Commissioners to impemthe same from the
financial year 2005-06 after completion of audithe Third State Finance
Commission (TSFC) also recommended that all ULBsukh create the
database in the prescribed format and the concemeads of departments
should monitor the database on a quarterly baGisvernment accepted the
recommendation (May 2007) with a modification toplement this only in
respect of Municipal Corporations and Municipasitie Subsequently, all the
ULBs (9 Corporations and 148 Municipalities and%8lL Town Panchayats)
had been instructed (October 2009 and November )200Q the
DMA and DTP respectively to upload the data on fimances, in the
prescribed formats for the years from 2004-05 t09200. The DMA stated
(May 2010) that the uploading of the data was bemugitored regularly and
the consolidation of statements for the years 2i®4e 2008-09 were under
process.

1.3.4 Finalisation of Accounts

All the ULBs have to submit their accounts of egelar to Director of Local
Fund Audit (DLFA) in the month of May of the sucde®g year. The position
of non-submission of accounts by ULBs to DLFA fr@d07-08 is given in
Table 1.3

Table 1.3: Position of non-submission of accounts of ULBs

Number of ULBs not As of
Category of ULB submitted accounts relating to
2007-08 2008-09
Corporations Nil 3 April 2010
Municipalities Nil 53 April 2010
Town Panchayats 2 83 January 2010

(Source: Details furnished by DLFA in March 2010 and DMAViay 2010)

The pendency in preparation of accounts of ULBs twedeventual delay in
the audit of their accounts would result in condidwexistence of deficiencies
in the accounts.
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1.4  Audit arrangements

1.4.1 DLFA is the statutory auditor for ULBs (includiripwn Panchayats).
Fifty per centof the actual cost of audliof DLFA is paid by the ULBs out of
the Municipal fund.

1.4.2 The Principal Accountant General (PAG) audits theBs under
Section 14 of the Comptroller and Auditor Geneffalnalia’s (Duties, Powers
and Conditions of Service) Act, 1971. Further, PA@vides technical
guidance to DLFA on a continuing basis regardinditaaf accounts of the
ULBs in terms of Government of Tamil Nadu’s ordéMarch 2003.

1.4.3 Audit of accounts of all ULBs was completed by DLF4p to
2004-05. Position of arrears in completion of awdi ULBs, as reported
(March 2010) by DLFA as of January 2010 and by DMAViay 2010 as of
April 2010 is given inTable 1.4

Table 1.4: Position of non-completion of audit of ULBs

2006-07 2007-08 2008-09
Number of units Number of units Number of units
Category of Total
ULB number Completed Audit Audit
accounts completed | pending | (A) (B) (OREGOEREGEN®)
(A) (B) ©
Corporations 6 (2006-07) 6 6 Nil 8 7 1 6] Nil 10
8 (2007-08)
10 (2008-09)
Municipalities 152 (2006-07), 152 152 Nil 150 119 31 95 7| 141
150 (2007-08),
148 (2008-09)
Town 561 561 559 2| 59| 324 237| 478 62 499
Panchayats

(Source: Details furnished by DLFA in March 204ftd DMA in May 2010)

The main reasons attributed (September 2009) byADiloF the arrears were

non-receipt of accounts on due dates from the UBRd furnishing of
defective accounts.
Municipal Corporations is 31 May 2009 and for Mupdaities and Town
Panchayats is 15 May 2009, only six corporatiorns$ @5 Municipalities had
submitted their accounts as of April 2010.

1.4.4 DLFA reported (September 2009) that the number afagraphs

Although the due date of sabimm of accounts for

relating to Municipal Corporations, Municipalitieend Town Panchayats

included in their Inspection Reports (IRs) issuedtiry 2005-08 that were

pending settlement as of March 2009 aggregate®t®808 paragraphs. The

category wise pendency are as givefable 1.5

2 As per G.O. Ms. No. 62 dated 17.1.1994 of Finance (Local Hbepartment
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Table 1.5: Category-wise pendency of inspection paragragtof DLFA

Category of ULB Number of paragraphs pending

Corporations

Chennai 1,888
Coimbatore 925
Salem 773
Tiruchirappalli 1,212
Tirunelveli 599
Madurai 748
Tiruppur 170
Erode 168
Vellore 175
Thoothukudi 208
Municipalities 10,813
Town Panchayats 25,629
Total 43,308

(Source: Details furnished by DLFA in September 2009)

The details of inspection paragraphs issued dufi®@8-09 are yet to be
compiled by DLFA and made available to Audit. Tymar-wise break-up
details are given iAppendix 1.2.

1.4.5 Based on the recommendations of Second State d@n@aommission
(SSFC), State Government formed (June 2007) Diddiigh Level Committee
(DHLC) for settling the pending paragraphs of DLFéating to Municipal
Corporations and State High Level Committee for itmoimg the functions of
DHLC. For municipalities District Committees weakeady in existence.

The CMA stated (January 2010) that 249 paragrapatimg to four
Municipal Corporations (Coimbatore, Madurai, Tiruelppalli and Tiruppur)
and 1,136 paragraphs relating to Municipalitiesfair regions (Madurai,
Thanjavur, Tirunelvelli and Tiruppur) were settlédring 2009 in the DHLC
meetings.

The DTP stated (January 2010) that 24 DHLC meetamgs one State High
Level Committee meeting were conducted during JanR@08 to November
2009 and 1,056 audit objections relating to TowndPayats were settled in
those meetings. DTP further stated that auditatiojes settlement meetings
are being conducted at zonal level every month fgmil 2009.

Inspite of formation of such committees large nuntdfeaudit objections were
pending settlement indicating the inadequate respé&om ULBs.
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1.4.6 Audit of ULBs by Principal Accountant General(Civil Audit)

Audit of ULBs through test check of records areldweked-up through
Inspection Reports issued to the Commissioner, MAMitS copies to ULBs.
Government has issued general orders in April XB&Tg a time limit of four
weeks for prompt response by the authorities foswath paragraphs included
in the Inspection Reports issued by Audit.

Joint sittings numbering 18 and seven were hel@0A8-09 and 2009-10
respectively involving departmental offices and alltstanding paragraphs
upto 2005-06 were settled on the basis of repiangoy the departments.

As of May 2010, 2,920 paragraphs relating to 5Zpéttion Reports were not
settled for want of satisfactory replies, as intBdanTable 1.6.

Table 1.6: Year-wise pendency of paragraphs of PAG (Civil Adit)

Numbers
Year :
Inspection Reports Paragraphs
2006-07 52 78
2007-08 114 171
2008-09 358 2,671
Total 524 2,920

1.5 Devolution of functions, functionaries and fund

Out of the 18 functions listed in the Twelfth Schledof the Constitution to be
devolved on the Municipalities and Municipal Corpiions, Government
stated (November 2006) that 10 functions were &iatuand were already
vested in the ULBs while three other functions weransferred after
enactment of the Seventy-fourth amendment. Ine@spf Chennai City

Municipal Corporation, out of 13 functions, wateupply for domestic,

industrial and commercial purposes was vested @itlennai Metropolitan

Water Supply and Sewerage Board. In respect ofnl@anchayats, 12 out of
18 functions were transferred.

Based on the recommendations of the High Power Cdtieen State
Government enhanced (February 2009) the powers MA In respect of
Municipal Corporations other than Chennai to samcgstimates exceeding
Rupees One Crore but not exceeding Rupees Five Cror

Government of Tamil Nadu stated (November 2006)t ttransfer of
functionaries was a major problem faced by Goverimehich could only be
solved in a phased manner in due course of timavedBment is yet to
transfer functionaries to ULBs (March 2008) to gaout devolved functions.
Government also reported that plan and non-plaoretisnary grants were
being transferred to ULBs in addition to succesState Finance Commission
grants. These earmarked grants were intendedp@wifg functions such as
water supply, roads, public health, street lightisgnitation, etc., entrusted to
ULBs. The ULBs were also empowered to revise angl local taxes such as
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Property/House Tax, Profession Tax based on themmewndations of the
State Finance Commissions (SFCs), as acceptecelgdiilernment and as per
the Local Bodies Acts.

DMA stated (June 2010) that out of 18 mandatorycfiams of ULBs, 17
functions (except Fire Services) have been devoleedlunicipalities and
Municipal Corporations.

1.6 Third State Finance Commission

The Third State Finance Commission (TSFC) in ifgore submitted to the
State Government in September 2006, recommendedefariution of funds
to local bodies in the form of a three way packege Pool A (dealing with
assigned part such as Entertainment Tax, SurchargeStamp Duty,
Seigniorage fees, etc.,) Pool B (dealing with sitarof State’s own tax
revenue) and Pool C (dealing with specific purpgsants). Out of 306
recommendations relating to both Urban Local Bodies Panchayat Raj
Institutions (PRIs), Government accepted (May 20Q8p in full/part/in
principle and did not accept 89 recommendatiors reeéommendations were
referred to High Level Committee or pending withv@mment.

As per Recommendation No0.113, State Governmenedgi@ lay minimum
Property Tax at the rate of Rs 25, Rs 40 and Rp&sOhalf year for Town
Panchayats, Municipalities and Municipal Corponasio respectively.
However, no Government order was issued in thiardkego far.

1.7 Receipts and Expenditure of Urban Local Bodies

1.7.1 The details of receipts and expenditure of ULBsirdur2006-09 as
reported by CMA (November 2009), Commissioner ofe@ai City
Municipal Corporation (November 2009, January 2@bd April 2010) and
DTP (April 2010) are given iMable 1.7 However, in the absence of data
compiled from the audited accounts of the ULBs byet
Department/Government, the accuracy of these fgguceuld not be
authenticated and the data are provisional subypesuidit by DLFA.

Table 1.7: Revenue and Expenditure of ULBs during 2006-09

Chennai City Municipal Corporation
Rupees in crore

2006-07 2007-08 2008-09
Own Revenue 359 444 516
Assigned Revenue 116 138 101
Grants 157 209 275
Loans 4 4 25
Total Receipts 636 795 917
Revenue Expenditure 496 536 665
Capital Expenditure 121 199 405
Total Expenditure 617 735 1,070

(Source:Details furnished by Commissioner of Chenngi Kitnicipal Corporation in
November 2009 and January 2010 and Budget Estimates for 2008®009-10)
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Other Municipal Corporations

(Rupees in crore

2006-07 2007- 08 2008-09
Own Revenue 233 283 382
Assigned Revenue 56 67| 74
Grants 140 511 411
Loans 38 19 68
Total Receipts 467 880 935
Revenue Expenditure 303 367 479
Capital Expenditure 181 318 367
Total Expenditure 484 685 846

(Source: Details furnished by Director of Municipal Adistration, in November 2009)

Municipalities

(Rupees in crore

2006-07 2007-08 2008-09
Own Revenue 484 53b 526
Assigned Revenue o 166 171
Grants 490 673 618
Loans 42 53 233
Total Receipts 1,115 1,427% 1,548
Revenue Expenditure 617 618 795
Capital Expenditure 484 611 640
Total Expenditure 1,101 1,289 1,479

(Source: Details furnished by Director of Municipal Adistration in November 2009)

Town Panchayats

Rupees in crore

2006-07| 2007-08* 2008-09
Own Revenue 1,738 250 318
Assigned Revenue 3P g1 106
Grants 923 607 640
Loans 68 39 27
Total Receipts 2,756 977 1,091
Revenue Expenditure 294 346 388
Capital Expenditure 164 267 316
Total Expenditure 458 613 704

(Source: Details furnished by Director of Town Panchaiyafspril 2010)
*Figures differ from last year's report due to reddmgures furnished by the Director of

Town Panchayats in April 2010.
The data in the above table reveal the following:

Coimbatore, Madurai, Salem, Tiruchirappalli and Télweli
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The total receipts of Municipalities, Chennai Citijunicipal Corporation and
other Municipal Corporations show an increasingndreduring 2006-09.
There was increase in the total receipts of Cher@aimbatore and Madurai
Municipal Corporations in 2008-09 because of theeig of more grants
under Jawaharlal Nehru National Urban Renewal MisgUNNURM). The
receipts of Town Panchayats increased manifoldRs.2,756 crore during
2006-07 as compared to Rs 603 crore in 2005-06re$ponse to an audit
guery seeking reasons for such an increase, thedbated (February 2008),
without assigning specific reasons, that the figuneere compiled from the
details furnished by Assistant Directors of 16 zonader his control and were
provisional and unaudited. It was further stateat tdiscrepancies could be
reconciled only on receipt of audited annual act®uUrom zonal offices.
Correct details are yet to be received. The defall 2007-08 and 2008-09
have been furnished in April 2010, which were naeorrporated in the report.

Pie charts representing component-wise receiptseapdnditure for 2008-09
in respect of Chennai City Municipal Corporationther Municipal
Corporations, Municipalities and Town Panchayagsgwen below:

Receipts and Expenditure 2008-09

Revenue (Cr Rs) Expenditure (Cr Rs)

Oown
revenue
1742

(39%)

1.7.2 The component-wise details of receipts and experedare discussed
in succeeding paragraphs.

1.8 Receipts of Urban Local Bodies

A chart depicting various sources of revenues ofB§lLis given in
Appendix 1.3

1.8.1 Own revenue realised

Details of own revenue realised by ULBs (includimrgvn Panchayats) during
2006-09 as furnished by the DMA (November 2009)e@tai City Municipal
Corporation (November 2009 and January 2010) anB DApril 2010) are
given inTable 1.8
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Table 1.8: Own revenue of ULBs

(Rupees in crore

2006-07 2007-08 2008-09
Category of ULB Non-tax Non-tax Non-tax
gory re-\l;:::ue and other Total re-\l;:::ue and other Total re-\l;:::ue and other Total
revenues revenues revenues
Chennai City 291.85 67.37 359.22 358.1 85.66 443.79 40857 107.85 43216.
Municipal
Corporation*
Other Municipal 134.48 98.73 233.21 156.74 126.01 282|75 238.40 .2143 381.61
Corporations (5)
Municipalities 292.70 196.3( 489.00 304.34 230{81 35.55 290.36 235.57 525.9
Town Panchayats 905.6R 827.44 1,733|06 71.75 171.78 249.53 108.29 210.06 318.3
Total 1,624.65 1,189.84 2,814.49 896.96 614.26 1,511.22 1,045.62 696.69 1,742.31

(Source: Details for Chennai City Municipal Corpapatifurnished by Commissioner of Chennai City Municipal
Corporation and obtained from Budget Estimates for 2008A@02809-10. In respect of other ULBs, details
furnished by Director of Municipal Administration and Direcof Town Panchayats)

*  Figures differ from last year's report due to revised figutgnished by Commissioner of Chennai City
Municipal Corporation
While the own revenue of Municipal Corporations a@dhennai City
Municipal Corporation increased during 2006-09t thlaMunicipalities after
increasing in 2007-08 decreased during 2008-09tdugpgradation of four
Municipalities to Municipal Corporations in 2007-09

1.8.2 Tax revenue

Property Tax is the major source of tax revenublloBs. Some of the other
significant components of tax revenue are Profes$ax, Company Tax and

Advertisement Tax.
1.8.3 Property Tax

The mainstay of revenue income to ULBs is from léng/ of Property Tax.
The collected Property Tax in ULBs as a percentddetal revenue and own
revenue is illustrated imable 1.9below:

Table 1.9: Property Tax as a percentage of total revenue armvn revenue in ULBs

Category of ULB

Percentage of Property Tax to

Total revenue

Own revenue

2006-07| 2007-08 | 2008-09| 2006-07 | 2007-08| 2008-09
Chennai City Municipa 36 36 35 63 64 62
Corporation
Other Municipal 26 16 23 52 50 5¢
Corporation$
Municipalities 23 18 17 53 48 49
Town Panchayats D 7 6 3 26 P1

(Source: Details furnished by Commissioner, Chennailitgicipal Corporation, Director
of Municipal Administration and Director of Town Panchayats

4 Figures for 2007-08 did not include Municipal Corporation&fde and Tiruppur
which are formed in January 2008 but the figures for 200&6Rides all nine
Municipal Corporations
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The position of cumulative demand (including ars@acollection and balance
of Property Tax during the last three yeais, 2006-07 to 2008-09 in the
ULBs as reported by Commissioner of Chennai CitynMipal Corporation,
CMA and DTP is given iA\ppendix 1.4.

The figures inAppendix 1.4 indicate that the percentage of Property Tax
collectedvis-a-visthat demanded in Municipalities, Chennai City Mupal
Corporation and other Municipal Corporations inseghfrom 54 to 55, 51 to
61 and 54 to 6per centrespectively during 2008-09 when compared to 2006-
07. In Town Panchayats, the percentage of colleatiter increasing from 70

in 2006-07 to 79 in 2007-08 declined to 64 in 2008-

Further scrutiny of data revealed that

> The CMA had been reviewing (May 2009 and Decemif¥)99 the
reports received from the Commissioners of all tivee Municipal
Corporations and Municipalities to monitor and iy the collection
of Property Tax by them. The absence of any tdegprogress
indicates that such reviews did not have the desimpact as arrears
of Property Tax due for collection in Municipalgieeontinued to be
high at Rs 217.21 crore, Rs 223.98 crore and Rs52l1trore
respectively at the end of 2006-07, 2007-08 an@ZATH

1.8.4 Profession Tax

The position of demand (inclusive of arrears), extibn and balance of
Profession Tax as reported by CMA and DTP durirgy lttst three years is
given inAppendix 1.5.

The data irAppendix 1.5reveal the following:

> The percentage of collection of Profession Tax timep corporations
compared to the demands made varied between 727anduring
2006-09.

> The percentage of collection of Profession Tax asgared to the

demands made, increased from 54 in 2006-07 to 680@¥-08 and
then decreased to 64 in 2008-09 in the Municifsliti

> As per the revised figures furnished by the DTP pleecentage of
collection in Town Panchayats increased from 32006-07 to 89 in
2008-09 and the collection towards current demavel® in excess of
the demands made during 2007-08 and 2008-09.

The Third State Finance Commission (TSFC) indicatetheir report (May
2007) that during interaction with the District @ators and municipal
authorities it was brought to their notice thaddees, professionals and self
employed persons could not be brought into tax mhts was due to the
absence of provisions and owing to the lack of mawer. The tax potential
from this source could thus not be tapped. Theéseelvslab suggested by the
Commission for levying Profession Tax on tradersd abusiness
establishments was also not accepted by Governmen#Another
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recommendation made on levying the maximum ratB®2,500 per annum
for industrial establishments from 1 April 2007 wascepted with the
condition that the date of effect would be decibgdSovernment. However,
the date is yet to be decided by Government.

1.8.5 Non-tax revenue

Non-tax revenue of ULBs includes fees from buildiiegnce, market, survey,
parking, encroachment, bays in bus stand, slaudjoiese, cart stand, fishery
rights, etc.

The position of demand, collection and balancearf-tax revenue during the
last three years in respect of Municipalities, fMenicipal Corporations and
Town Panchayats, as reported by CMA and DTP isginé\ppendix 1.6

The data iPAppendix 1.6 showed that theercentage of collection of non-tax
revenues as against the demands raised by Muni€paporations and

Municipalities increased from 54 in 2006-07 to G3008-09 and from 75 in

2006-07 to 80 in 2008-09 respectively. In respdcTown Panchayats, the
percentage of collection decreased from 91 in 2006 87 in 2008-09, as per
the figures furnished by the DTP in December 2009.

Rupees 260.88 crore was collected as non-tax revdryu Chennai City
Municipal Corporation during 2006-09. The breakelgtails for the demands
raised and the amount collected were not furnidhyethe Commissioner of
Chennai City Municipal Corporation.

1.8.6 Assigned revenue

A portion of the proceeds arising from Entertainm@&ax (ET) and Stamp
Duty Surcharge on transfer of property (SSD) isighesl to ULBs. The
amounts assigned to ULBs during 2006-09 as repdiyethe Commissioner
of Chennai City Municipal Corporation, CMA and DT&e shown in
Table 1.10

Table 1.10: Assigned Revenue to ULBs
(Rupees in crore

2006-07 2007-08 2008-09

Category of ULBs

ET | sSD | Total

ET | ssp | Total

ET | ssD | Total

Chennai City Municipal
Corporation

Other Municipal Corporations

Municipalities

Town Panchayats

3.50 112.22 115.72 17.08 121.24 138{32 8.30 92.37 1(0.67

7.30 48.86 56.1¢ 746 59.66 67.12 527 6845 7B.72

8.78 8555 9438 16.64 149.78 166.42 18.43 152.1861)O0.
489 26.70 3159 21.66 59.10 80.76 28.93 76.69 ]05.62

(Source: Details furnished by Commissioner of Chennai ®itynicipal Corporation (November 2009 and
January 2010), Director of Municipal Administration (Novemi2€09) and Director of Town Panchayats

(April 2010)

The total assigned revenue to ULBs showed an isgrgarend during the
years 2006-09 except in Chennai City Municipal @oapon in which the
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assigned revenue declined to Rs 100.67 crore i8-2O0rom Rs 138.32 crore

in 2007-08.
1.8.7 Grants and loans released to Urban Local Bosl
1.8.7.1 Grantsreleased

Apart from the devolution-graritbased on the recommendations of SSFC,
various grants were given to ULBs by the Central &tate Government for
implementation of various schemes. Besides, loa@ie also obtained by
ULBs from Tamil Nadu Urban Finance and InfrastruetiDevelopment
Corporation Limited (TUFIDCO) and Tamil Nadu Urbdnfrastructure
Financial Services Limited (TNUIFSL) for varioushsenes.

The assistance provided by way of grants and ltand_Bs during 2006-09
are given intTable 1.11

Table 1.11: Grants and loans released to ULBs
(Rupees in crore

Chennai City Municipal Other Municipal

Year Corporation Corporations Municipalities Town Panchayats

Grants | Loans | Total Grants | Loans | Total Grants | Loans | Total | Grants | Loans Total

2006-07| 157.02 3.57 160.59 139.64 37|59 177.23 4489. 42.16| 531.597 922.80 67.33 990.33

2007-08| 208.92 406 21298 511.13 1851 529.64 3678. 53.03| 726.3§ 606.6 38.54 645.16*

2008-09| 274.95 2519 300.14 41068 67|53 473.21 .581j7 233.39] 850.93 640.27/ 27.36 667)63

(Source: Details for Chennai City Municipal Corporatifurnished by Commissioner of Chennai City Municipal
Corporation (November 2009 and January 2010) and obtained fralgeB Estimates for 2008-09 and 2009-10. In
respect of other ULBs, details furnished by Director of MysatiAdministration (November 2009) and Director of
Town Panchayats (April 2010)

* Figures differ from last year's report due to reviigdres furnished by DTP in April 2010.
The figures in the above table reveal the following

Grants released to Chennai City Municipal Corporaind Town Panchayats
had increased during 2008-09 as compared to 200¥h@8eas the same had
decreased for other Municipal Corporations and Idipalities.

As a percentage of total revenue during 2006-08ntgr constituted 25 to
30 per centin Chennai City Municipal Corporation, 30 to p8r centin other

Municipal Corporations, 40 to 4per centin Municipalites and 34 to
62 per centin Town Panchayats. This clearly indicated thaints are the
major source of receipts in Municipal Corporatiofexcept Chennai),
Municipalities and in Town Panchayats.

The increase in grants during 2006-07, 2007-08 2088-09 was mainly due
to receipt of grants under Jawaharlal Nehru Natidithan Renewal Mission
(JNNURM).

The increase in loans during 2008-09 to Municipatg@rations was due to
availing of loan from financial institutions fore@rexecution of major schemes.

° Second SFC grants to the extent of actual receigisadjustment.
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18.7.2 State Finance Commission grants

The Third State Finance Commission recommendedth&afanchayat Raj
Institutions and Urban Local Bodies would receiugerper centof the State’s
own tax revenues after excluding the Entertainmi@xtreceipts. The vertical
sharing of resources between PRIs and ULBs woulth lhke ratio of 58:42.
Of the total devolutions to the ULBs (4fr cen}, the resources would be
shared between the Municipal Corporations, Munidipa and Town
Panchayats in the ratio of 30:41:29 from 1 ApriD20

The devolution of funds through SSFC grants wasnmngacover the salary

and wages of the sanctioned staff of the ULBs amghtanance of assets,
office maintenance etc. The details of net gragitsased to ULBs as reported
by the respective heads of departments during BJ0&- 2008-09 is given in

Tables 1.12 to 1.14.

Table 1.12: SFC grants to Municipal Corporations
(including Chennai City Municipal Corporation)

(Rupees in crore)

Year State’s Grant due Grants Adjusted Net Released to

own tax sanctioned#| before grant .

revenue release * | released Chennay City Ot_hgr

Municipal Municipal
Corporation | Corporations

2006-07 27,731 314.4y 241.18 25.88 215.30 122.1% 93.15
2007-08 29,610 335.7B 310.19 12.96 297.23 158.98 138.30
2008-09 33,672 381.8¢4 367.20 25.57 341.63 161.5} 180.96

(Source: Details extracted from Chapter | of Audit Re@6A8-09 (Civil) for State’s Own Tax Revenue excluding
Entertainment Tax and details furnished by Commissionesn@di City Municipal Corporation (November 2009
and January 2010) and Director of Municipal AdministnatfiNovember 2009))

*  Adjusted towards Pension Payment and Recovery towardgmepa of loan.
# Figure differ from last year's report due to adoptiomesfised figures given by Commissioner, Chennai City
Municipal Corporation (November 2009 and January 2010).

Table 1.13: SFC grants to Municipalities
(Rupees in crore)

Year Grant Due Grants Adjusted before | Net grant Grants Unutilised
sanctioned release * released utilised grants
2006-07 429.71 315.88 140.02 175.86 148.11 27.75
2007-08 458.9¢ 448.06 123.63 324.43 324.43 Nil
2008-09 521.85 441.92 145.3(0 296.62 296.62 Nil

(Source: Details furnished by Director of Municipal Adistration (November 2009))

* Adjusted towards Pension Payment and Recovery towardgmepé of loan
** Unutilised grants were utilised fully during subsequerdrye

14



Chapter | - An Overview of the Accounts and Finances of Utloaal Bodies

Table 1.14: SFC grants to Town Panchayats

(Rupees in crore)

Year Grant Due Grants Adjusted before | Net grant Grants Unutilised
sanctioned # release * released utilised grants
2006-07 303.99 148.7p 15.09 133.70 133.13 0.57
2007-08 324.59 187.8p 22.84 164.98 161.24 3.74
2008-09 369.11 232.9p 23.21 209.71 208.4(0 1.31

(Source: Details furnished by Director of Town Panchéptil 2010))
* Adjusted towards Pension Payment and Recovery towardgmepé of loan.

# Figure differ from last year’s report due to adoptionrefised figures given by Director of Town
Panchayats (April 2010).

1.8.7.3

€)) Based on the recommendations of the Twelittaffce Commission
(TFC) the Union Government had allocated Rs 572ectwo civic bodies from
2005-06 to 2009-10. Government of India also idsumstructions that the
TFC grants are to be utilised for solid waste managnt (50per ceny,
maintenance of roads and storm water draingpé&xent) and miscellaneous
works such as creation of database, payment oftrieiec charges etc.,
(25 per cent).

Central Finance Commission grants

The details of Central Finance Commission grartsived from Government
of India and utilised during 2006-07 to 2008-09reysorted by the respective
heads of departments, are givedable 1.15.

Table 1.15: Central Finance Commission grants to ULBs

(Rupees in crore)

Year Chennai City Municipal Other Municipal Municipalities Town Panchayats**
Corporation Corporations
Released| Utilised | Unutilised (A) (B) © (A) (B) © (A) (B) ©)
(A) (B) ©
2006-07 19.10 19.10 Nil 16.36 | 14.50| 1.86 | 46.83| 38.26/ 8.57 | 10.88 | 10.58( 0.30
(100) (89) (82) 97)
2007-08 19.10 19.10 Nil 16.36 | 13.05 3.31 | 46.83| 40.32] 6.51 | 32.10 | 13.09( 19.01
(100) (80) (86) (41)
2008-09 19.10 19.10 Nil 21.21 | 18.96| 2.25 | 41.99( 32.65 9.34 | 22.53 | 11.14*| 11.39
(100) (89) (78) (49)

(Source: Details furnished by Commissioner of Chenngi Kunicipal Corporation (November 2009 and January
2010), Director of Municipal Administration (November 20@8) Director of Town Panchayats (April 2010))

* includes Rs 1.32 crore deducted towards Sales Tax, InGameand Labour Welfare Fund.

** Figures differ from last year’s report due to adoptidmevised figures given by DTP (April 2010).

(Figures in the brackets represent the percentage of tititisa
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The amount reported as unutilised out of CentrahfRte Commission grants
was stated to have been utilised in the subsey@ams. However test check
of records relating to four Municipal Corporatior’s Municipalities and 18

Town Panchayats revealed that out of TFC grantsaseld during 2005-06,
2006-07 and 2007-08, Rs 10.27 crore were lyingilised as of 31 March

2008, as shown ifable 1.16

Table 1.16 : Unutilised Central Finance Commission grants
(Rupees in crore)

Category of ULB and numbers | 2005-06 | 2006-07 | 2007-08 Total
Corporations (4) Nil 4.09 4.69 8.78
Municipalities (7) 0.15 0.20 0.57 0.92
Town Panchayats (18) 0.02 0.14 0.41 0.57
Total 0.17 4.43 5.67 10.27

(b) According to para 6.1 of guidelines issued ®®I| on release and

utilisation of TFC grants, States have to mandtamansfer the grants
released by GOI to the ULBs within 15 days of tidate of credit to State
Government account. In case of delayed transéeBthte Government should
also provide interest for the period of delay &t tate equal to the interest rate
of Reserve Bank of India.

A test check of connected records revealed thafitseinstalment of TFC
grants were released to ULBs in 2007-08 belatedith wielays ranging
between 9 days and 334 days as indicatéhlvle 1.17. There was no delay
in the release of second instalment.

Table 1.17: Period of delay in release of TFC grants to ULBduring 2007-08

Period of delay in release

Category of ULB (Delay beyond 15 days from the due date)

First instalment

Corporations 21 to 34 days (four Corporations)

Municipalities 9 to 40 days (16 Municipalities)

93 to 334 days (49 Town Panchayats)

Town Panchayats

No interest, though, was paid by Government fordélayed release of grants.

Amount of interest for belated release of TFC ggdyt the State Government
released during 2007-08 worked out to Rs 10.69 &ikime rate of @er cent
based on the compiled details relating to four Mipal Corporations, 16
Municipalities and 49 Town Panchayats as showreainle 1.18.
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Table 1.18: Amount of interest due for the delayed rekese of TFC grants during 2007-08
(Rupees in lakh)

Category of ULB Number ALl r?afl eir::ée;t_?gg g’rra?tz e
Corporations 4 5.70
Municipalities 16 1.46
Town Panchayats 49 3.53
Total 69 10.69

1.8.8 Paosition of outstanding loans
The position of outstanding loans as of March 2@9gjven inTable 1.19

Table 1.19: Position of outstanding loans in ULBs as of Malhc2009
(Rupees in crore)

Sl. Category of ULB Position of consolidated loan
No.
© Opening balance as| Fresh loans availed Repayment | Closing balance as
on 1 April 2008 during the year made during | on 31 March 2009
2008-09 2008-09
1. Chennai City 94.10 25.19 11.84 107.45
Municipal
Corporation
2. Municipal 257.02 67.53 22.85 301.70
Corporations
(excluding Chennai)
3. Municipalities 953.49 233.39 97.42 1,089.46
4, Town Panchayats 177.77 27.36 13.59 191.54

(Source: Details furnished by Commissioner of Cheniitgil@unicipal Corporation (November 2009 and
January 2010), Director of Municipal Administration (Novem@9) and Director of Town Panchayats
(April 2010))

(Breakup of Principal and interest not made availabl€bmmissioner of Chennai City Municipal
Corporation, DMA and DTP).

The DMA stated (November 2009) that the outstandiadance of loan
amount of Municipalities and Municipal Corporatiopending on 1 April
2007 was ordered to be waived by Government in Nd»exr 2007 and the
process is going on as the figures are being réleohwith TUFIDCO and
TNUIFSL.

1.9 Expenditure of Urban Local Bodies
1.9.1 Revenue expenditure

Revenue expenditure consists of expenditure orrisaland pension and
operation and maintenance (O&M) expenditure. Téreenue expenditure
incurred by all ULBs during the last three yeargii®n inTable 1.20Q
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Table 1.20: Revenue expenditure of ULBs

(Rupees in crore)

Year

2006-07 2007-08 2008-09
Municipalities
Salaries and Pension 323.41 (52) 359.91 (53 461.28(58)
(Percentage to total revenue expenditure
O & M expenditure 293.19 (48) 318.21 (47 333.81 (42)
(Percentage to total revenue expenditure
Total (Percentage to total expenditure) 616.60 (56) 678.12 (53) 795.09 (54)
Other Municipal Corporations
Salaries and Pension (Percentage to totgl 170.90 (56) 200.05 (59) 287.91(60)
revenue expenditure)
O & M expenditure 131.89 (44) 166.81 (45 191.11 (4P)
(Percentage to total revenue expenditure
Total (Percentage to total expenditure) 302.79 (63) 366.86 (54) 479.02 (57)
Chennai City Municipal Corporation
Salaries and Pension (Percentage to totgl 259.82 (52) 293.25 (55 392.19 (5P)
revenue expenditure)
O & M expenditure 236.26(48)* 242.96(45)] 272.86 (41)
(Percentage to total revenue expenditure
Total (Percentage to total expenditure) 496.08(80) 536.21 (73) 665.05 (62)
Town Panchayats
Salaries and Pension 81.50 (28) 101.97 (29) 129.71 (33)
(Percentage to total revenue expenditure
O &M expenditure 212.41 (72) 243.75* (71 258.15 (67)
(Percentage to total revenue expenditure]
Total (Percentage to total expenditure) 293.91 (64) 345.72 (56) 387.86 (55)

(Source: Details furnished by Commissioner of Chennai ®Atynicipal Corporation (April 2010),
Director of Municipal Administration (November 2009) and Diceof Town Panchayats (April 2010))

* Figures differ from last year’'s report due to reddigures obtained from Budget estimates of Chennai
City Municipal Corporation for the years 2007-08 and®&09 and figures furnished by Director of

Town Panchayats (April 2010).

The salaries and pension portion of revenue expenediof Municipal
Corporations and Municipalities increased durin@&09 due to payment of
revised Pay Commission arrears to the staff andipeers.

1.9.2 Capital expenditure

The break-up details of capital expenditure of tHeBs as reported by the
respective heads of Departments during 2006-0gigesn inTable 1.21.
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Table 1.21: Break-up details of Capital expenditure of UBs
(Rupees in crore)

Nemecfhecore | wunopaes | Gorperalons (sceptChewal | Chennal i b

2006-07| 2007-08 | 2008-09 | 2006-07 | 2007-08 | 2008-09 | 2006-07 | 2007-08 | 2008-09

Roads 188.71 216.6p 257.97 77.21 134.1% 148.14 72.20 110.52| 225.74

Street lights 21.91 30.28 36.62 4.26 22.82 28.17 6.12 13.05 31.24

Water supply 85.4( 111.14 122.30 23.21 73.3¢ 90.15 - - -

Storm water drains 84.1 89.12 84.86 17.62 28.19 32.20 11.88 27.91 20.29

Solid waste 17.77 28.65 30.98 18.41 19.27 26.80 0.54 2.53 34.07

management

Other Capital 86.47| 135.37] 146.88 39.95 40.16 41.10| 30.22 44.86 93.30

expenditure

Total 484.37 611.17| 679.61 180.66 317.95 366.56| 120.96 198.87| 404.66

(Source: Details furnished by Commissioner of Chennigi Kunicipal Corporation (November 2009 and January
2010) and Director of Municipal Administration (Novemi2€09))

The increase in capital expenditure of Chennai Glynicipal Corporation

during 2008-09 was mainly due to more expenditurecapital assets under
JNNURM, construction of school buildings, and ci@atof new parks as
compared to the capital expenditure for 2007-08he Tncrease in capital
expenditure of other Municipal Corporations in 2@®was mainly due to
more expenditure under roads, water supply, sligbts and Solid Waste
Management.

The revised figures of Capital Expenditure, asiiivad by the DTP in April
2010 during 2007-08 and 2008-09 are shownahle 1.22.

Table 1.22: Break-up details of Capital expenditure of TowrPanchayats

(Rupees in crore

Name of the core sector Town Panchayats
2007-08 2008-09
Roads 121.36 136.56
Street lights 15.25 21.15
Water supply 29.28 25.80
Storm water drains 34.06 37.85
Solid waste management 15.52 19.51
Other Capital expenditure 51.64 75.49
Total 267.11 316.36

(Source: Details furnished by Director of Town Panchaf/asil 2010))
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The increase in capital expenditure in Town Panatsaguring 2007-09 was
mainly due to implementation of the new schemeAsfdithu Peruratchi Anna
Marumalarchi Thittam” in all 561 Town Panchayatsairspan of four years
commencing from the year 2007-08.

The above points were referred to Government imdzglp 2010; reply has not
been received (June 2010).
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CHAPTERIII

PERFORMANCE REVIEWS
(URBAN LOCAL BODIES)

This Chapter presents one performance review dgaliith Anaithu
Peruratchi Anna Marumalarchi Thittam and one loagagraph on Utilisation
of Central Twelfth Finance Commission Grant fori@dVaste Management
in Urban Local Bodies.

MUNICIPAL ADMINISTRATION AND
WATER SUPPLY DEPARTMENT

2.1  Anaithu Peruratchi Anna Marumalarchi Thittam — a scheme
for strengthening infrastructure of Town Panchayats

Highlights

‘Anaithu Peruratchi Anna Marumalarchi Thittam’ envsages strengthening
of existing civic infrastructural facilities and ogation of requisite amenities
in Town Panchayats such as water supply, storm watkain, roads,
street lights, community halls, office buildingsitee A performance audit
conducted on the scheme revealed delayed releasdunfls to Town
Panchayats, surrender of funds by Town Panchayatsedto under
utilisation, creation of infrastructure by Town Parhayats without necessary
amenities and construction of shopping centres vatlh demand assessment
leading to idle investments. The important pointotited on the above
deficiencies were: -

> There was delay of more than three months in releas of
Rs 10.68 crore to Town Panchayats by five Zonal Aissant
Directors of Town Panchayats.

(Paragraph 2.1.7.1)

> For want of clear instructions in the guidelines, ght Town
Panchayats refunded unspent balance of Rs 12.04 flako the
Director of Town Panchayats.

(Paragraph 2.1.7.4)

> Failure of five Zonal Assistant Directors of Town Rnchayats to
follow the instructions of Director of Town Panchagats in
procurement of compact fluorescent lamps resultedni avoidable
expenditure of Rs 13.42 lakh.

(Paragraph 2.1.8.2)

> Twenty community halls constructed under the schemat a cost of
Rs 2.72 crore were not put to use either due to lkcof basic
amenities or due to their construction in remote agas.

(Paragraph 2.1.8.3)
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> Defects such as poor quality of work and non-shiftig of electricity
poles to the edge of the road were noticed in centesoncrete roads
formed in four Town Panchayats.

(Paragraph 2.1.8.5)

> 33 out of 37 shops constructed at a cost of Rs 42.@akh in five
Town Panchayats were not let out either due to lackf demand or
non-availability of power connection.

(Paragraph 2.1.8.6)

> There was shortfall of 74per centin convening the meetings of
District Level Monitoring Committee in four test-checked districts.

2.1.1 Introduction

There are 561 Town Panchayats (TPs) in Tamil Nadi is an area in
transition from a rural area to an urban area. Sta¢e Government introduced
(July 2007) ‘Anaithu Peruratchi Anna Marumalarchiittam’ (APAMT), a
State plan scheme for strengthening the infrastracdf the TPs. Further the
scheme also contemplates creation of awareness gapeople regarding
health and cleanliness and effective collectiotegf The scheme proposed to
cover all the TPs over a period of four years. &frithe scheme Rs 50 ldkh
per TP was allotted for creation and strengthewinmfrastructural facilities.
Besides, the TPs were to dovetail infrastructuraeletiopment projects
executed by other departments for Rupees One crd@ering the years
2007-09, 140 TPs were selected per year and Reov® jer year was allotted

to those TPs.

(Paragraph 2.1.11.1)

2.1.2 Organisational set up

The organisation chart regarding functioning of TiolRanchayats is given in
Appendix 2.1 The responsibilities of the implementing officefgshe scheme

was as under:

Organisation/Agency

Responsibility

Municipal Administration
and Water Supply

Selection of TPs for implementing the scheme in a phawsether
Release of scheme funds to Director of Town Panchayats

Department Overall supervision of implementation of scheme
Director of Town Distribution of scheme funds to TPs through Assistantdar of Town
Panchayats Panchayats

Formulation of necessary guidelines for implementing themme
Approval of works above Rs 10 lakh to be undertaken under lieensc

District Collector

Chairman of District Level Monitoring Committee
Approval of works below Rs 10 lakh to be undertaken undescheme

Assistant Director of Town
Panchayats at zonal level

Member Secretary of District Level Monitoring Committee
Preparation of necessary proposals and estimates fa@rmepting the
scheme

Furnishing necessary details to District Collector to iiatéd the
implementation of the scheme

Rs 35 lakh — Government grant; Balance - Rs 15 lakh fromlfffwFinance

Commission Grant/other sources of TPs or from infrastre gap filling fund in
respect of TPs which are unable to mobilise from thein sources
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Organisation/Agency Responsibility

District Level Monitoring | = Finalising the list of priority works to be undertakemler the scheme
Committee = Co-ordinating the implementation of the scheme with varamescies
= Monitoring the progress of the scheme

Executive Officers, Town |= Execution of the schemes
Panchayats =  Member of District Level Monitoring Committee
= Conduct of impact assessment on completion of the scheme

2.1.3 Audit objectives
The objectives of the Performance Audit were t@sssvhether

» funds released were efficiently managed and effelstiutilised,

» selection, location and execution of works werepas scheme
guidelines and technical specifications,

» works were executed effectively and economicallg amenities
created were effectively utilised,

» monitoring and internal control system was in plémeeffective
planning and execution of activities and

» impact and improvement of the quality of amenitigailable in the
TPs after implementation of APAMT was assessed kgcHtive
Officers of the respective Town Panchayats.

2.1.4 Audit criteria
The following were adopted as audit criteria:

» Tamil Nadu District Municipalities Act, 1920 andles made
there under.

» Guidelines for selection and design criteria forimMas components
under APAMT, orders and instructions issued by tBmte
Government.

» Public Works manual for technical specifications.

» Departmental instructions.
2.1.5 Audit methodology and coverage

Performance audit of the scheme was evaluated se&gsted TPs (20 TPs in
2007-08 and 15 TPs in 2008-09ppendix 2.2 in seven districtsselected
through random sampling method and TPs selectedrtayging them in an

2 Dharmapuri, Kanniyakumari, Nagapattinam, Pudukkottai, Thanjavu

Thiruvannamalai and Vellore
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alphabetical order and adopting interval methaa.addition, records relating
to the scheme were also checked in the Office ef Blirector of Town

Panchayats, Office of the Assistant Director of TowPanchayats
of selected districts and selected TPs between 200@ and November 2009.
Data was also collected by circulating suitableittiral questionnaires and
through audit enquiries. Entry conference was heith the Head of the
Department (July 2009). The draft review was comicated to the State
Government (December 2009). The exit conference wald with the

Director of Town Panchyats (DTP) during June 20&@ the findings were

discussed in detail.

2.1.6 Physical and financial achievements

According to the guidelines issued in July 2007, @uRs 50 lakh allocated
for each TP under the scheme, Rs 45 lakh was tasbé for priority works

such as formation of black topped (BT) roads, aomesibn of community

halls, improvement to ponds, formation of cementncrete roads,

improvements to bus stand/daily markets with basimenities and

improvements to cremation grounds. The balandeupiees Five lakh was to
be utilised as per the discretion of the TPs. Thgsical and financial

achievements under the scheme for the years 20QZ408TPs) and 2008-09
(140 TPs) were as given Trable 1.

Table 1: Physical and Financial achievement

Physical (No. of works) Financial (Rupees in crore)
Year Target | Achievement| Shortfall | Target* | Achievement | Shortfall/savings
2007-08 1,493 1,493 -- 74.05 73.44 0.61
2008-09 1,438 1,425 13 78.34 73.33 5.01

* Includes additional input by the TPs in additiolR® 70 crore released under the scheme.

(Source — Information furnished by DTP)

As against Rs 17.50 crore released for 2007-09, dkpenditure was
Rs 17.69 crore in the 35 test-checked TPs indigadniditional inputs by the
TPs. Out of 379 works planned to be taken up, \B@tks were completed,
seven works were under progress and one work waksken up due to non-
identification of site (September 2009). There watay of more than three
months and up to 11 months in completion of 42 wakecuted at a cost of
Rs 3.39 crore in 15 test-checked TPs in six osewokn test-checked districts.

Audit Findings

Findings of the performance audit on the scheme diseussed in the
succeeding paragraphs.
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2.1.7 Financial management
21.7.1 Delay in release of funds

Based on the proposal of DTP, State Governmentasete fund for the
scheme. The DTP would distribute the funds to Xdssistant Director of

Town Panchayats (ZADTPs). The ZADTPs were requioe@lease the funds
to the Executive Officers (EOs) of the respectiv@sTunder their control
without any delay. However there were delays iease of funds by the
ZADTPs of five zones to TPs under their control foe years 2007-08 and
2008-09 as given imable 2.

Table 2: Delay in release of funds
(Rupees in crore)

Name of zone Delay in release of funds

Up to 15 days 16 to 30 days | 31 to 90 days 91 to 162 days
Dharmapuri 1.01 0.49 -- 2.00
Kanniyakumari 1.25 6.50 1.35 4.90
Thanjavur 5.56 0.49 231 0.64
Tiruchirappalli (for 1.20 1.94 1.22 3.14
Pudukkottai zone)
Vellore 4.82 1.03 3.15 -
Total 13.84 10.45 8.03 10.68

As may be seen, the ZADTPs released Rs 10.68 dumiag 2007-09, after

three months from the date of receipt by them. DA and the District

Level Monitoring Committee also failed to monittietrelease of funds. The
delay in release of funds would not only delay tnehievement of the

objectives of the scheme but also postpone theuacaf benefits to the

society. The ZADTPs replied (June 2009 — Octol¥92 that delay was due
to administrative reasons and would be avoidedtunré.

2.1.7.2 Interest on deposits of scheme funds

Though the guidelines of the scheme prescribedttieascheme funds should
be kept in a separate savings bank account, itsiest regarding utilisation
of interest earned on such deposits. As a resinfterest of
Rs 10.71 lakh earned on deposits of scheme funds,respect of
Kanniyakumari, Nagapattinam, Thanjavur and Tirugppalli districts by the
ADTPs concerned, was kept unutilised. Scheme fuimdsrespect of
Dharmapuri, Thiruvannamalai and Vellore districterev deposited in a
common bank account by the Assistant Directors eored and hence the
interest earned out of the scheme funds could eaddmtified.

Similarly, interest of Rs 11.39 lakh earned in &ggiBank account of 30 test-
checked TPs was kept unutilised and thrather TPs kept scheme funds in

3 1. Keeranur TP (Pudukkottai District); 2. Thirparappu Tl &. Villukuri TP
(Kanniyakumari District)
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common bank account and hence interest earnedeosctreme funds could
not be worked out. Panapakkam TP (Thiruvannamaistritt) kept scheme
funds in a current account and Ganapathipuram Tdhrikakumari District)

with Treasury earning no interest. The TPs repliedly-September 2009) that
the interest amount would be utilised after getobnders from the Directorate.

2.1.7.3 Assets created not entered in Assets Regis

As per scheme guidelines value of assets createel toabe entered in the
register of immovable assets treating them as #seta of respective TPs.
However, 27 test-checked TPs did not enter assetded at a total cost of
Rs 12.86 crore. In reply the TPs stated (June teligc 2009) that it was
noted for future guidance and action would be talcemcorporate the value
of assets created under APAMT in the register shawable assets.

2.1.7.4 Refund of funds

The guidelines issued by the Municipal Administatiand Water Supply
Department is silent about the method of accourftinghe unspent balances
at the end of the financial year. There was novipion in the guidelines
either for surrender of funds to the GovernmentdArtt or for the utilisation
of funds by the Town Panchayat in the next finanggar. For want of clear
instructions in the guidelines, eighout of 140 TPs refunded a sum of
Rs 12.04 lakh during 2007-08 and the amount wadglitet to the
Directorate’s account. The DTP replied (July 200@% action would be taken
either to release the amount to the TPs concermedo osurrender to
Government account.

2.1.8 Execution of priority works

The scheme envisaged taking up of the followingksaon priority out of
Rs 45 lakh allocated for priority works to each TP:

» Formation of bus plying roads as BT roads with tilgly by
compact fluorescent lamps (Rs 10 lakh).

» Construction of community hall for use by publicda8elf Help
Groups (Rs 10 lakh).

» Improvement to ponds situated within the TP linffRaupees Five
lakh).

» Conversion of narrow lanes in slum areas into cencencrete
roads (Rupees Five lakh).

» Construction of bus stand, shopping complex, &s.%0 lakh).

» Improvement to cremation grounds (Rupees Five lakh)

Kaniyur, Kottaiyur, Natarasankottai, Sayalkudi, Sundardigan, S.Kodikulam,
Vengampudur and V.Pudupatti
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The results of review conducted on execution ofaheve priority works in
the test-checked TPs are discussed in the succeediagraphs.

2.181 Formation of BT roads
Excess provision of bitumen for laying tack coat

As per instructions (May 2004) of Chief Engineere(@ral), Highways
Department, provision of bitumen emulsion for layitack coat was four kg
and three kg per 10 Sq. m. over water bound macaaianBT surfaces
respectively. However while according technical ctem, the Assistant
Executive Engineers of respective zones have apdrpvovision of bitumen
emulsion upto 10 kg per 10 Sqg. im.yiolation of the above instructions. As a
result it was noticed that in fivelistricts, this excess provision of bitumen had
led to avoidable expenditure of Rs 6.13 lakh inpees of 27 road works
carried out at a cost of Rs 1.55 crore.

2.18.2 Provision of Compact Fluorescent Lamps
Uneconomical purchase of Compact Fluorescent Lan{@$L)

The DTP (January 2008) directed that purchasereéstights could be made
as per Tender Transparency Act, 1998. The Act gesvithat tender notice
should be published in District Tender Bulletintlie purchase value is less
than Rs 25 lakh and at State level if the purchadee is more than Rs 25
lakh. Further, the Director had instructed that parchase of street lights,
uniformity in price should be maintained in all tAd’s within a district.
However, 32 TPs in five districts purchased CFLddferent specifications
and rates by inviting tenders individually. Thist mmly resulted in financial
loss of Rs 13.42 lakhto the TPs (with reference to the lowest ratewkith
CFL was procured in the districts by one of the )TBst also resulted in
wastage of manpower in each TP for tendering anduysement work which
could have been avoided, had there been a systereritralized procurement
of the lamps.

Injudicious purchase of compact fluorescent lamps

Guidelines to the APAMT observed that the TPs irexirconsiderable
expenditure towards electricity charges and in otdeeduce the expenditure,
the guidelines envisaged purchase and installatigpower saver lamps i.e.,
CFL while replacing tube lights (40 watts) alsobvidusly, the intention was
that CFL should be of less than 40W capacity.

Ten TPs in Kanniyakumari and Thanjavur Districtsl fpairchased 2,959 CFL
sets at a cost of Rs 43.97 lakh. It was noticetl ab& of this, 400 CFL light

5 Dharamapuri — Rs 0.30 lakh, Kanniyakumari — Rs 3.25 lakh, kRottai — Rs 0.40
lakh, Thiruvannamalai — Rs 0.85 lakh and Vellore — Rs 1.33 lakh
6 Kanniyakumari — Rs 11.45 lakh, Nagapattinam — Rs 0.02 lakh kRoidai — Rs 0.37

lakh, Thanjavur — Rs 0.53 lakh and Vellore — Rs 1.05 lakh
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sets of more than 40W were purchased at a coss dfoR57 lakh resulting in
non-achievement of the above objective and alsavaidable recurring
expenditure on electricity charges of Rs 1.30 faglr annum. ADTPs
concerned replied (September 2009) that the obsengawere noted for
guidance.

2.1.8.3 Construction of multipurpose community el

The scheme envisaged construction of multipurposencunity halls in such a
way that it is useful to the society and Self HElups and remunerative to
the TPs. The community halls were required

» to be located in the middle of the town,

» not to be located away from the residential area,
» to have a Library,
>

to have provision for displaying the products off $telp Groups
and

» to have enough space for future expansion.

In the 35 test-checked TPs, 23 community halls veerestructed. A review
on status of utilisation of the community hallsguyblic and Self Help Groups
revealed that 20 halls constructed at a cost &1.R2 crore were not made use
of for one or more of the following reasons:

Sevefi community halls have been constructed in remat@sapr area with
limited access or near solid waste dump yard;

> Nine’ halls did not have water, toilet and septic taadilities and
threé® halls did not have water supply;

> Severi' halls did not have power connection; and

! No. of CFLs purchased by each of the 10 XFSxcess watts over and above 40
Watts x 10 hours usage per day x 365 days x Rs 3 per poinar divided by 1,000

Azhagiyapandiapuram, Keeranur, Mulagumoodu, Ponmanai, Thirumages
Verkilambi and Villukuri

Azhagiyapandiapuram, Ganapathipuram, Kambainallur, Kapgi Katpadi,
Ponmanai, Puthalam, Villukuri and Vettavalam

Alangayam, Keeranur and Pudupalayam

Ganapathipuram, Keeranur, Mulagumoodu, Ponmanai, Puthalam, Thianppan
and Villukuri

10
11
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> Threé? halls had cracks in the buildings due to impropelection of
site and poor quality of work.

Community Hall
Veppathur, showing & &

crack in the pillar
supporting the
staircase

Library and space for displaying products of thef Séelp Groups as
envisaged in the scheme were not provided in 19s hahd 16 halls
respectively.

Though provisions were made in the estimates faienvdoilet and septic
tanks (eight halls) and power connection (sevetshahese works were not
executed. Construction of community halls at resrereas, non-provision of
amenities and poor quality of work indicated fadluon the part of the
Executive Officers (EOs) of the TPs concerned aatkated the intended
social objective.

2.1.8.4 Improvement to ponds

In order to augment the water resources by rairemadrvesting, the ponds
within the TP area were to be improved. Groundewabtential was to be
improved by rainwater harvesting, clearance oftlalglet channel, de-silting
of the pond and strengthening of bund. The schalseenvisaged provision
of bathing ghat and retaining wall for the pond aiwb children’s park around
the pond. Out of 35 TPs test-checked, 28'¥Rad improved ponds during
2007-08 and 2008-09 at a total cost of Rs 1.27cror

However, provision for the following were not madehe estimates for
» De-silting in respect of ten ponds

» Inlet channels in respect of nine ponds

12 Thirunageswaram, Villukuri and Veppathur

13 Azhagiyapandiapuram, Ganapathipuram, Kappiyarai, Keezhkutammarapuram,

Kothanallur, Mulagumoodu, Ponmanai,  Thirparappu, Unnamalaikadai,

Valvachagostam, Verkilambi and Villukuri in KanniyakurBistrict; Alangudi and
Keeranur in  Pudukkottai  District;  Aduthurai, Melathirupunthbiut
Thirunageswaram, Thiruppanandal and Veppathur in Than[iatirict; Thittachery
in Nagapattinam District; Alangayam, Katpadi, Panappakkard Pennathur in
Vellore District; Kalambur, Vettavalam and Kilpennathin Thiruvannamalai
District
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defective.

» Outlet channels in respect of ten ponds and

» Bathing ghats for six ponds.

» None of the 28 TPs provided a children’s park adoilve pond.

Preparation of estimates by the EOs of TPs andoappiby District Level
Monitoring Committees without provision for the akoitems of work were

Due to the above deficiencies the dbjecof augmentation of

ground water was not achieved and other envisageidlsbenefits did not
accrue to the optimum level.

2.1.8.5

Provision of cement concrete roads

Guidelines provide for conversion of narrow roadswidth less than 3.75
metres in slum area into Cement Concrete (CC) réaeld visits to CC roads
in four TPs revealed defects in execution as degitiTable 3.

Table 3: Defects in CC roads formed

(Rupees in lakh)

o

S.No. Name of TP Work completed in Cost Defects noticed

1. Azhagiyapandiapuram January 2008 4.78 Lot bhptes and breakage

2. Melathirupunthuruthi January 2008 4.83 Dummy ctdudor drain not
provided and electric poles n
shifted to edge of the road

3. Unnamalaikadai July 2008 5.00 Open drain praVideross the
road and drainage allowed
flow on the surface of the road

4. Veppathur December 2007 4.74 Electric polesshifted to the

edge of the road

Non-shifting of electric poles to the edge of tleads and flow of drainage
over the roads put the road users at risk. Thectlefvould indicate failure on
the part of the Junior Engineers of the TPs, AastsExecutive Engineers of
the zones and EOs of the TPs to ensure qualityakwlhe EOs of TPs
concerned replied (July and September 2009) thatdéfects would be
rectified.

2.1.8.6

Construction of shopping centres

With a view to augment the revenue of the TPs, tmeaof remunerative

assets were contemplated under the scheme.

TheniSeimner of Town

Panchayats also instructed (October 2008) all tbs Bf the TPs, where
shopping centres were proposed, to take actionutticen the shops even
before completion of construction works so as ndtdep the shops idle after
construction.

(i)

A review on status of shopping centres corded in five TPs
revealed that most of the shops were not let oattdwarious reasons such as
lack of demand, non-conduct of auction, lack of posupply, etc. as depicted
in Table 4.
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Table 4: Status of shopping centres

ay

ot

0

No. of shops Cost of
S.No. Name of TP Constructed (month) | Notlet | Sonstruction Reasons for not leasing out shops
out (Rs in lakh)
1. Kumarapuram TP 6 (April 2008) 6 10.00 Non-fixing of rent
(Kanniyakumari District)
2. Mulagumoodu TP 10 (September 2008) 6 10.00 Demand for shops nsesssd beforg
(Kanniyakumari District) construction and lack of demand
3. Thirunageswaram TP 5 (November 2008) 5 5.08 Demand for shops not assessed, site a
(Thanjavur District) from habitation and auction not conducte
4. Thiruppanandal TP 4 (April 2009) 4 10.00 Power supply not provided and auction
(Thanjavur District) conducted
5. Thimiri TP (Vellore 12 (June 2008) 12 11.00 Demand for shops not assessed bef
District) construction and lack of demand
Total 37 33* 46.08
* The cost of construction for 33 shops not let out = Rs 424 I(Rs 46.08 lakh -

Rupees Four lakfthe cost of construction for four let out shops in MulagadwTP proportionately worked

out))

Construction of shops without assessment of denaatd non-provision of
power connection indicated failure on the parthed EOs of TPs concerned.
The TPs stated that appropriate action would bentad lease out the shops.

(i) Collector, Pudukkottai District accorded admsinative approval
(March 2008) for construction of shopping centragisting of 12 shops at

=

koil poramboke lant in Keeranur TP at an estimated cost of Rs 10 lakh.

Work order was issued by the Executive Officer (ERgeranur TP in June
2008. The work could not, however, be commencetrasouncillors of the
TP objected to the construction as the land was edwby Revenue
Department. The District Level Monitoring Commétshould have insisted
upon verification of ownership of the land by th® EKeeranur TP before
clearance of this priority work. Failure to do sssulted in selection of
irregular site and non-utilisation of fund.

The TP replied (September 2009) that new site batwike bus stand and the
TP office was being proposed for construction obmgling complex. On
finalisation, the work would be commenced.

2.1.8.7

As per scheme guidelines the cremation groundsddoeillimproved at a cost
of Rupees Five lakh with approach road, cremati@dsbore well for water,
provision of electric lights, waiting shed, plamtiof trees and provision of
compound wall. Improvement works to cremation gawere taken up in 18
test-checked TP under the scheme at a cost of Rs 89.22 lakh. nDuai

review of these works, one or more of the followdeficiencies were noticed.

Improvement to cremation grounds

14 Government land abutting temple tank

Kumarapuram, Ponmanai, Thirparappu, Unnamalaikadai, Villukun

Kanniyakumari District, Alangudi in Pudukkottai District, aligayam, Katpadi,
Pennathur, Thimiri and Vilapakkam in Vellore District, Ealbur, Kilpennathur,
Pudupalayam and Vettavalam in Thiruvannamalai District, Mallapuram in
Dharmapuri District, Thirppanandal and Veppathur in Thanj&isirict

15
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» Four TPs did not provide approach road to cremagovunds,
which is an important component in the estimates,

» Water supply to cremation grounds was not provioetbur TPs,
» Waiting sheds were not provided in the estimate$2yPs,

» Adequate number of lights were not provided in agam grounds
in nine TPs,

» Compound wall to cremation ground was not providedthe
estimates in three TPs and

» Twelve TPs did not provide for planting trees ambtime cremation
grounds in the estimates as contemplated in theegoes.

Failure of EOs of the TPs concerned to make prownifor the above works in
the estimates indicated poor planning on their.pafthe TPs concerned
assured (July — September 2009) to rectify theaefeointed out.

2.1.9 Execution of other works

Out of Rs 50 lakh provided under the scheme thecBiRgake up works as per
requirement under their discretion for Rupees Hakh. Further, if all the
facilities under priority works were already avalk, the TPs can also take up
other works for improvement of infrastructure likeeation and improvement
of water supply (if their supply level was lessrtiéD litre per capita per day).
The TPs were required to send a proposal to TamduNWater Supply and
Drainage Board (TWAD) with the prior approval of PTor taking up water
supply improvement works. A review of such workeeuted in the test-
checked TPs revealed the following:

2191 Execution of water supply works

(1) Valvachagostam Town Panchayat is having watgply level of 57
litre per capita per day. To augment the watepsupnder APAMT scheme,
administrative sanction and technical sanctiondigging up two open wells
at Poonachivilai, Panichakulam and constructiortwad over head tanks at
Poolanvilai and Melatheni were accorded by the rigist Collector,
Kanniyakumari District and Assistant Executive Hregr, Town Panchayat
respectively in April 2008 for Rs 20 lakh (each Wwat a cost of Rupees Five
lakh). The work was executed by the Executive EeginValvachagostam
Town Panchayat and completed in February 2009catstiof Rs 19.16 lakh.
However, the Executive Engineer of the Town Panahalid not provide
pumpsets, electricity connection and distributi@work. The failure of the
EO in not providing these facilities resulted innnatilisation of open wells
and overhead tanks.

In reply the EO stated (August 2009) that the fupdsition was very weak
and the above components would be provided aft@rdawement in funds
position.
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(i)  Administrative sanction and technical sanctimn construction of an
over head tank at Kunjancode CSI Church at an agtitncost of Rupees Five
lakh in Keezhkulam Town Panchayat was accorded ibyri€t Collector and
Assistant Executive Engineer, Town Panchayat, Najerespectively in
April 2008 and the work was completed in Decemhb@d& However, the
EO, Keezhkulam Town Panchayat failed to providerithistion network and
this resulted in non utilisation of overhead tank.

The EO replied (August 2009) that TWAD Board Enginéhad been
contacted for supply of water by providing extensad pumping main from
Kulithurai Combined Water Supply Scheme.

2.1.9.2 Construction of office buildings

Veppathur TP constructed (September 2008) an oHigiling at a cost of

Rs 7.50 lakh. The office of the TP was, howevet,smifted (September 2009)
to the new premises due to large cracks in theynewnstructed building. The
pressed tile laid over the weathering course wakdnr in some portion. The
above defect indicated failure on the part of theiar Engineer of TP and
Assistant Executive Engineer of the zone to ensuidity of work. The TP

replied (September 2009) that the defects wouldebgfied and office would

be shifted.

2.1.93 Formation of parks

The scheme guidelines envisaged that parks formddruhe scheme should
be on public — private participation. The parkewdt also contain children’s
play area, physical fithess centre with play materi walking space and
library. Planting of trees, flowering plants amarhing of meadows was also
to be done in the parks.

Out of 35 TPs test-checked, three ¥ms Vellore District had formed parks at
a total cost of Rs 12.50 lakh. A review on forroatof these parks revealed
that the parks were not formed/maintained with upfivate participation,
not also provided with physical fitness centreibrdry as contemplated under
the scheme. Further Vilapakkam TP did not plag¢grand Thimiri TP did
not provide walker’s path in the parks. Due to-poovision of the envisaged
amenities in the parks the expected social benefilsnot accrue to the
society.

2.1.10 Awareness campaign

APAMT envisaged conduct of awareness campaign daggarmplementation
of the scheme and also on importance of solid wasteagement, toilets in
every household and cepgr cent collection of taxes due. A review on action
taken in this regard by the test-checked TPs redethle following:-

16 1. Katpadi (Rupees Five lakh); 2. Thimiri (Rupees Fikh) and 3.Vilapakkam
(Rs 2.50 lakh)
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2.1.10.1 Shortfall in conduct of camps and campaig

The scheme envisaged conducting of six camps antpaign to spread
awareness among public about the scheme and psdotitation. Out of 35
TPs test-checked, 4%r cent shortfall (23 camps conducted out of 42 due) in
conducting camps and campaigns were noticed innsés in four districts.
Had camps and campaigns been conducted by the fhes,pace of
achievement towards self sufficiency could havenbeere effective.

2.1.10.2 Arrears in tax collection

As per the scheme guidelines, ceat cent taxes were to be collected as of
15 August 2007. Out of 35 TPs test-checked in msalistricts, there were
arrears in tax collection in 27 TPs as detailedppendix 2.3 Arrears as of
March 2008 were Rs 2.52 crore and as of March 20@@&s Rs 3.95 crore.
The arrears increased by p& cent in 2008-09 when compared to the arrears
of 2007-08. Thereby, the improvement in tax cditet anticipated was not
achieved.

2.1.11 Monitoring
21111 Shortfall in the District Level Monitorin€ommittee meeting

As per the scheme guidelines, the District LevelnNring Committee
headed by the District Collector was required tocbavened once in two
months. The Committee was expected to monitor dvenglementation of
the scheme, review progress of works taken up utiterscheme and take
remedial measures if there was any delay in exatutHowever, as against
39 meetings due in fotlrtest checked districts, only 10 meetings were held
during 2007-09.

The shortfall in convening the meeting of the Comwei was 74per cent.
Various defects in execution of works under scheliseussed in paragraphs
above could be attributed to lack of proper monmigry the District Level
Monitoring Committee. Assistant Directors of Towanchayats concerned
replied (August — October 2009) that the shortialuld be avoided in future.

2.1.12 Impact assessment

In order to assess the improvement in infrastrattutevelopment after

implementation of APAMT, an impact assessment studyg necessary to be
conducted by EOs of respective TPs, so as to adapgdial measures, if any,
required in subsequent years. This was not cordutd hence the impact of
the scheme in the integrated development of TPklcmi be ascertained.

2.1.13 Conclusion

There was delay in release of funds. Allotted fuwese refunded to the DTP
in the absence of clear instructions in the guigedi Interest earned on
deposits of scheme funds were not made use ofadiaek of provision in the

guidelines. In three districts, funds releasedeurile schemes were kept in

1 Dharmapuri, Nagapattinam, Pudukkottai and Thanjavur
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common bank account instead of a separate accoudonstruction of
shopping centres without conducting demand survey r@on provision of
electricity connection resulted in number of shbpig kept idle. Amenities
as envisaged were not provided in parks formed emednation grounds
improved under the scheme. There was shortfatanvening of District
Level Monitoring Committee meetings.

2.1.14 Recommendations
The following recommendations are made for effectmplementation of the
scheme:

» Procurement should be made at the District levepbgling the
requirements of all TPs within the district.

» Proper scrutiny of estimates and supervision ofke&dry higher
officials should be insisted upon to ensure qualftworks done.

» Survey to assess demand for shops should be mpderexuisite
for construction of shopping complex.

» The sanctioning authority should ensure that alfuigte
components of a community hall are included ingbBmate prior
to sanctioning.

» Internal control mechanism needs to be strengthé¢nednsure
maintenance of proper books of accounts

The above points were referred to Government ineDdxer 2009; reply has
not been received (June 2010).
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2.2  Utilisation of Central Twelfth Finance Commissbn Grant for
Solid Waste Management in Urban Local Bodies

2.2.1 Introduction

The Solid Waste Management (SWM) scheme was impitedein Urban
Local Bodies (ULBs) utilising the grant receivedden Central Twelfth
Finance Commission (CTFC). During 2005-09 a surR®#57.60 crore was
released by Government of India for distributiorioBs in Tamil Nadu. The
grant was distributed to the ULBs at Rs 114.40 ecreach year. As per
guidelines, 50per cent of the grant released should be earmarked for Solid
Waste Management. Under the programme of SWM thetevgenerated in
urban areas are to be segregated into biodegradablenon-biodegradable
items and they have to be scientifically disposetl without causing
environmental pollution. A High Level Committee L(E) headed by the
Chief Secretary to Government of Tamil Nadu wasstituted in December
2005 by the State Government in pursuance of themeendations of the
CTFC to monitor the programme.

2.2.2 Audit objectives
The audit objectives were to assess whether the

» local bodies utilised the grants earmarked for pregramme
effectively

» grants released under the programme was not divéote other
purposes

» infrastructure created under the programme wastafédy utilised
and

» Municipal and Solid Waste (Management and HandliRg)es,
2000 was adhered to.

2.2.3 Audit Coverage

The records relating to release of the grant wehecked in the
Commissionerate of Municipal Administration and theectorate of Town
Panchayats. The records relating to utilisatio@®FC Grant for Solid Waste
Management scheme were test checked in 20 Munitegsa(out of 148) and
55 Town Panchayats (out of 561) selected on thes lmsstratified random
sampling Appendix 2.4) besides the Corporations of Salem, Tiruchirappalli
and Tirunelveli. The review was undertaken undeti®n 14 of Comptroller
and Auditor General of India’s (Duties, Powers &uhdition of Service) Act,
1971 and covered utilisation of the grant (Solid sif¢a Management
component) released to ULBs for the period from5206 to 2008-09.
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Audit Findings

2.2.4 Financial Management

During the period 2005-09, a total sum of Rs 45¢&0e was released by the
Government of India as CTFC grants to the Stateofovard transmission to
ULBs. Out of this an amount of Rs 84.03 crore welsased for SWM in
selected ULBs. The amount was transferred to UbBw/o equal instalments
every year as given ifiable 1.

Table 1: CTFC Grants to ULBs for SWM
(Rupees in crore)

Total CTFC Total CTFC transfer Total transfer relating to
transfer for SWM audit sample
Corporations (3) 141.86 70.43 32.73
Municipalities (20) 187.33 93.67 38.15
Town Panchayats (55) 128.41 64.20 13.15
Total 457.60 228.30 84.03

2241

In three of the test-checked local bodies, vizudhirappalli City Municipal
Corporation, Kovilpatti and Sankarankoil Municigeds the grant sanctioned
from 2005-06 to 2007-08 was not utilised till dg€ctober 2009). Though
the local body council had approved the works tah@ertaken and the list of
equipment to be purchased with the grant, the tedotgrant of
Rs 1.58 crore was not utilised for the intendedfeypgd purpose as shown in
Table 2for reasons stated therein by the respective Cesiamers.

Non-utilisation of funds

Table 2: Non-utilisation of grants
(Rupees in lakh)

Sl. Name of ULB Year of Particulars Amount Reason for non-
No. grant not utilised utilisation
1. Tiruchirappalli | 2006-07 | Fabrication and
Corporation supply of SS 35.10
Containers Delay in tender
2007-08 Purchase of finalisation
vehicles and 73.90
wheeled bins, ’
compactor
2. Kovilpatti 2006-07 | Providing fencing
Municipality arrangements at 10.00| Delay in acquisi-
compost yard tion of site for
2007-08 | Purchase of dumper compost yard
; 20.62
placer Bins
3. Sankarankoil | 2005-06 | Purchase of 2 mini Awaiting
T . o 11.00 ey
Municipality lorries with tipper Commissioner of|
200¢-07 | Purchase ¢ Municipal
Dumper Placer 7.40 | Administration’s
Vehicle (CMA) approval

Total 158.02

This indicated the inability of the local bodiesdffectively utilise the grants
and poor monitoring of the programme by State HLC.
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2.2.4.2 Shortfall in utilisation of funds

According to the Central Twelfth Finance CommissiofCTFC)
recommendation and as per the decision of High IL&anmittee (HLC),
50 per cent of the grant sanctioned to ULBs shall be utilisedy for the
programmes of SWM, 2per cent of the grant for maintenance of roads and
storm water drains and remaining @& cent for miscellaneous works like
creation of database and payment of electricitygds etc. It was noticed in
Audit that during 2005-06 to 2008-09, 10 ULBs wewa able to spend the
grant as per envisaged allocation. The shortfatlen SWM was Rs 19.79
lakh in 10 of the test checked ULB&ppendix 2.5)ranging from 16per cent

to 69per cent.

2.24.3 Diversion for Revenue expenditure

As per para 8.15 of the CTFC recommendations, toeisf of the SWM

scheme was on funding of capital expenditure inolydthe cost of

construction of landfills and compost plants based waste. The

recommendations proposed to provide grants-in-aigt b meet the capital
cost of equipment and machinery required for ctibec transportation and
disposal and their replacement cost. The Salem Rupicipal Corporation

diverted Rs 3.06 crore (Rs 1.53 crore each for ZBH&and 2006-07) towards
fuel expenses for the vehicles used for collectiod transportation of waste
(conservancy vehicles). In reply, the CommissiasfeBalem City Municipal

Corporation stated (October 2009) that the amouas wpent as per the
directions of CMA. The reply is not tenable in wief specific guidelines

which states that the grant should be utilised tmipeet capital cost.

2.2.4.4 Diversion for Civil works

The guidelines of CTFC and instructions of CMA (Jary 2007) stipulated
that 50per cent of the funds be utilised for SWM. However, in [gigf the
test-checked Town Panchayats, the entire grantuttbsed for civil works.
The details of diversion of funds amounting to R3s1B lakh earmarked for
SWM to other civil works are given ifiable 3.

Table 3: Details of diversion of grant for civil waks

(Rupees in lakh)

SI. | Name of the Town ST G G Total Government Details of other civil works Expenditure on
No. | Panchayat 9 Grant sanctioned other civil works
1 Chitlapakkam 2005-06 5.61 Construction of drain culverts and 6.19
cement road
2 Idaikazhinadu 2005-06 8.98 Construction of drain, laying cement 8.94
' ' and Black Topped (BT) Road '
Perungudi 2005-06 3.43 Laying of BT Road 5.24
Thiruneermalai 2005-06 6.33 Laying of BT Road 6.40
Sembakkam 2005-06 477 Laying of BT Road 5.26
Laying of cement and BT Road ang
6. Thirunageswaram 2007-08 7.14 | construction of drain and payment 7.16
of Electricity Bills
2005-06 to 4.80 . .
7. Sankarnagar 2007-08 Construction of drain and culvert 6.07
8. Naranammalpuram|  2006-07 5.25 Construction ohdrad culvert 5.30
Total 46.31 50.56

(50 per cent of grant allotted for Solid Waste Management =2BR<1 6 lakh (Rs 46.31 lakh/2))
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2245 Non-furnishing of Utilisation Certificates

Under para 14.11 of CTFC recommendations, High L&anmittees (HLC)
have to monitor the proper utilisation of grantdtilisation Certificates (UCs)
against the grants released were to be furnishadlBs to the Commissioner
of Municipal Administration/Director of Town Panglas. In the test-
checked cases it was noticed that UC for grants uattg to
Rs 22.56 crore were not furnished in respect ofiteign ULBs as given in
Table 4.

Table 4:Non-furnishing of Utilisation Certificates
(Rupees in crore)

Sl. Name of the ULB Year (s) for which UC(s) | Grant Amount
No. were not furnished
1. Tiruchirappalli Corporation 2006-07 to 2008-D9 .90
2. Vellore Corporation 2007-08 and 2008-p9 1.83
3. Thanjavur Municipality 2007-08 and 2008-09 1.45
4. Kumbakonam Municipality 2006-07 to 2008-09 2.22
5. Kovilpatti Municipality 2006-07 to 2008-09 1.18
6. Sankarankoil Municipality 2005-06 to 2008-09 @®.8
7. Tenkasi Municipality 2008-09 0.28
8. Vaniyambadi Municipality 2008-09 0.36
9. Gudiyatham Municipality 2008-09 0.37
10. | Namakkal Municipality 2008-09 0.27
11. | Thiruchengodu Municipality 2008-09 0.42
12. | Rasipuram Municipality 2005-06 to 2008-D9 1.12
13. | Kancheepuram Municipality 2006-07 to 2008409 012.
14. | Ambasamudram Ill Grade Municipality 2007-D8 ®.1
15. | Kaveripakkam Town Panchayat 2008409 0.07
16. | Naranammalpuram Town Panchayat 2008-09 0.05
17. | Kalappanaickenpatti Town Panchayat 2008-09 6 0.0
18. | Pattanam Town Panchayat 2008109 0.05
Total 22.56

2.2.5 Physical Performance
2251

According to Rule 4 of the Municipal Solid Waste givagement and
Handling) Rules, 2000, every municipal authorityalstbe responsible for

implementation of the provisions of these rules amelvelopment of

infrastructure necessary for collection, storaggyegation, transportation and
processing of solid waste.

Infructuous expenditure on infrastructurdhcilities

Under SWM Programme, the urban local bodies areired, to dispose off the
biodegradable solid waste by conversion of suchtev&as manure. The
process to be adopted for such conversion is vecmrmposting and or by
aerobic-composting. The infrastructural facilitiesquired for composting
such as windrows platform, vermin-compost pits,evaupply arrangements,
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segregation shed, etc. were created at a cost df(Rscrore in sevértest-
checked municipalites and Vellore Corporation. spi&e this, the
Municipalities and the Corporation did not segregdie biodegradable waste
and non-biodegradable waste and dumped the wasteammon yard. The
infrastructural facilities created for conversion lmodegradable waste into
manure was not utilised for want of approach radwhrtage of man power,
inadequate space etc. This resulted in infructu@xpenditure of
Rs 1.04 crore

2.2.5.2 Excess payment due to non-segregation of waste into
biodegradable and non-biodegradable

The collection, segregation, and transportatiorwaéte to the compost site
was privatised in four of the test-checked munilies and two corporations
(Kancheepuram, Pallavaram, Ranipet and Tambaramicipaiities; Salem
and Tirunelveli Corporations) and Rs 6.76 cfoves paid to the private
operators for the above work during 2005-06 to 2098

It was observed that the private operators handielgt the operations of
collection and transportation of waste. The segfieg of waste was not done
and the entire waste collected was dumped as miwedte in the

municipality/corporation dumping site. Though ttentractor did not execute
portion of his work relating to segregation of westhe Corporations and
Municipalities paid the full contract amount to tkentractor resulting in

excess payment to that extent.

The intended objective of segregating the waste lmmbdegradable and non-
biodegradable waste was not achieved.

In  reply, the Commissioners of Municipalities/Corgiion stated
(Kancheepuram Municipality — August 2009; Pallavarslunicipality — July
2009; Tambaram Municipality - August 2009 and Sal@arporation -
October 2009) that new sites acquired were beingldped as compost yard.
The Commissioner, Ranipet Municipality stated (®eto2009) that new site
was yet to be acquired and there was no reply ftammissioner, Tirunelveli
Corporation.

Gudiyatham, Kancheepuram, Kumbakonam, Madhuranthagam, rSakdéi
Pattukottai and Tenkasi

2 Municipalities : Kancheepuram - Rs 20.00 lakh, Madimagam - Rs 14.93 lakh,
Kumbakonam - Rs 4.97 lakh, Pattukottai - Rs 4.50 lakh, 3Sankail -
Rs 5.03 lakh, Gudiyatham - Rs 16.10 lakh, Tenkasi - Rs 10.00aaéhVellore
Corporation - Rs 28.90 lakh

Kancheepuram Municipality - Rs 0.10 crore, Pallavafdmmicipality - Rs 1.31
crore, Ranipet Municipality - Rs 0.43 crore, and TarmabarMunicipality -
Rs 0.90 crore, Salem Corporation - Rs 3.06 crore and élirelh Corporation -
Rs 0.96 crore
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2.2.6 Monitoring

The Central Twelfth Finance Commission recommepdatirequire a High
Level Committee comprising Chief Secretary, FinanSecretary and
Secretaries of Municipal Administration and Rurav@lopment Departments
to be formed at the State level to ensure propksaition of local body grants.
As per Paras 11 and 12 of Chapter 14 of the recomai®ns, the HLC
should meet at least once in every quarter to weulee utilisation of the
grants. The Committee was to be responsible fpramal of the projects at
the beginning of every year and specify the physica financial targets for
achievement of objectives. During the period frad05-06 to 2009-2010 (up
to October 2009), it was observed that five HiglvdleCommittee meetings
were held in December 2005, July 2006, January 200 2008 and
September 2009. The meetings were thus held ordg o a year as against
the recommended quarterly meetings. Monitoringhef effective utilisation
of the grant by specifying physical and financemiget for achievement were
not discussed in the meetings and specific projectse executed by local
bodies were not approved. Due to lack of directima in the absence of
effective monitoring at the apex level, the locatlies delayed civil works as
well as purchase of equipments required for SWMhe Tprocessing of
biodegradable waste, the main thrust of the SWMgRrmme was not
implemented in any of the test-checked CorporatMuosicipalities. The
meetings of the High Level Committee failed to mionthe actual progress in
implementation of the SWM Programmes by local bedie

2.2.7 Conclusion

There was substantial shortfall in utilisation oerfral Twelfth Finance
Commission grants every year besides diversionmd$ to other civil works.
The segregation of waste into biodegradable anebrmategradable waste was
not done in any of the test checked Urban Locali®odnd the entire waste
was dumped in the municipality/corporation dumpisiges. Eight test-
checked Urban Local Bodies were not able to utidestructure created for
converting the waste into manure due to absenepmifoach road, shortage of
man power, inadequate space, etc.

2.2.8 Recommendations
> Monitoring mechanism should be made effective st trban Local

Bodies plan well and utilise the grants in time duadhish utilization
certificates promptly.

> Proper control mechanism should be institutiondliz®® check
irregular payments, diversion of scheme funds etc.
> Optimum utilization of the assets created and itgoer maintenance

should be ensured.

The above points were referred to Government ineDdxer 2009; reply has
not been received (June 2010).
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CHAPTER |11

AUDIT OF TRANSACTIONS
(URBAN LOCAL BODIEYS)

Audit of transactions in the Municipal Administati and Water Supply
Department in the Secretariat, three Municipal ©ompons, four
Municipalites and one Town Panchayat brought oemesal instances of
lapses in management of resources and failurdwiolservance of the norms
of regularity, propriety and economy. These haeerbpresented in the
succeeding paragraphs.

MUNICIPAL ADMINISTRATION AND WATER SUPPLY
DEPARTMENT

3.1 L osses detected in Audit
ALANDUR MUNICIPALITY

3.1.1 Loss of revenue due to non-collection of scavenging fee and
administrative charges

Failure of Alandur Municipality to collect scavenging fee and
administrative charges from marriage hallgrestaurantgindustrieswine
shopsresulted in loss of revenue of Rs 30.84 lakh.

To manage and handle solid wastes generated inmilaicipal area as
provided in “The Municipal Solid Wastes (Managemantl Handling) Rules,
2000”, Alandur Municipality (municipality) propose(September 2002) to
levy scavenging fee and administrative chargesesqoibed ratégper month
on marriage halls, restaurants, industries, snakls, wine shops etc. The
proposal was approved by the municipal council aiobBer 2002 and the by-
law enforcing the levy and collection of scavengieg and administrative
charges with effect from April 2002 was publishedthe District Gazette in
February 2003.

Scrutiny of records (July 2009) revealed that sngireg fee and
administrative charges were not levied and colttdrem marriage halls/

(In Rupees)
Sl.No. | Category Scavenging fee
1. Marriage halls 500 (for one marriage)
2. Restaurants 1,000 per month
3. Big industries 1,000 per month
4, Small industries 350 per month
5. Small hotels and tea stalls 250 per month
6. Wine shops 1,000 per month (administrative charges)
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restaurants/industries/wine shops even thoughdhee svas approved by the
municipal council and by-law published in the DidtiGazette.

Failure of the Commissioner, Alandur Municipalitydversee proper levy and
collection of scavenging fee and administrativergha as per approved by-
law resulted in loss of revenue of Rs 30.84 lakttlie period from April 2003
to March 2009 as detailed in tAgpendix 3.1.

On this being pointed out (July 2009) the munigtgakplied (July 2009) that
action would be taken to collect the scavenging & administrative
charges.

The matter was referred to Government in Novembé02reply has not been
received (June 2010).

SANKARANKOIL MUNICIPALITY

312 Loss of revenue by not providing additional water supply
connections

Failure of Sankarankoil Municipality to provide additional connections
for water supply and collect monthly water charges and deposit resulted
in loss of revenue of Rs 30.27 lakh.

Sankarankoil Municipality was supplying 2.6 millidiires water per day
(mld) to the public from the existing two source®o improve water supply
position, the State Government approved (May 2@®B8additional supply of
2.5 mld. from Manur Combined Water Supply Schenmanfrwhich water
could be supplied to 2,000 additional connectiofiamil Nadu Water Supply
and Drainage Board (TWAD) completed the works ldomstruction of sump
of 3 lakh litre capacity, pump room, service resarvand laying of
distribution system etc., in January 2006 at a obskupees Nine Crore and
water was supplied from the new scheme from 20algr2006.

The municipality had enhanced the water chargescaedtime deposit for
water connections for domestic and commercial sagnder:

Date of Domestic Commer cial
council Water Deposit Water charges Deposit
resolution charges
07.07.2005 30 to 50 -- 100 to 250
29.12.2006 -- 1,000 to 3,000 3,000 to 6,000

Commissioner of Municipal Administration (CMA) sdimmed (May 2007)
2,000 new connections with a condition to revisedkposit from Rs 1,000 to
Rs 9,000 for domestic connection and from Rs 3,600Rs 20,000 for
commercial connection as per the resolution of mipal council made in
December 2003. The municipal council in its regotu (July 2007) did not
accept the proposal of CMA as the public would #appy with this
increase. Government however ordered (July 20@7)ptovide water
connections to all eligible applicants within seweays from the receipt of
applications, at the tariff rate applicable in tegpective Urban Local Bodies.
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Based on Government order, CMA ordered the murlityp@uly 2008) after
a lapse of one year, to provide new water connestat the existing rates with
directions to consider increasing of water tarifidadeposit from 1 October
2008 and 1 October 2010 respectively. Despiteetirestructions from CMA,
the municipality did not provide (July 2009) watrpply connection to the
1,636 applicants aspiring for water connectionsnfféebruary 2006 onwards.
Thus the failure of municipality to provide wateonmections as per the
directions of the CMA has resulted in loss of raxemf Rs 30.27 lakhon
account of forgone monthly water charges and déegosin July 2008 to
November 2009. TWAD asked the municipality (Segiem2008) to repay
Rs 899.83 lakh spent by them for the above watpplguischeme. However,
the Sankarankoil Municipality did not formulate apkan so far (December
20009) for increase of tariff/deposit and createitamtthl fund for repayment of
the amount spent for the Water Supply Scheme.

On this being pointed out, the municipality staPécember 2009) that CMA
was addressed (November 2009) and final orders aweaited from CMA.

The matter was referred to Government in Decemb@®2reply has not been
received (June 2010).

MADURAI CITY MUNICIPAL CORPORATION

3.1.3 Lossof revenue dueto non-collection of leaserent

Failure of Madurai City Municipal Corporation to evict the
encroachment or to collect lease rent for encroached area resulted in loss
of revenue of Rs 28.03 lakh.

Madurai City Municipal Corporation (Corporationjaked out (March 1995)
an open space measuring 3,000 sqg. ft at the eastberof Rajaji Children’s

Park in Gandhi Museum Road to a private persoedaostruction and running
of a hotel. The lease amount was fixed initiallyra 5,400 per month by the
Corporation and was renewed every three years 1ftper cent increase as

per the guidelines of Municipal Administration avthter Supply Department
(December 2000).

The Town Surveyor inspected (March 2004) the si stated that the lessee
had encroached 7,022 sq. ft of corporation lanthaut any allotment in his
favour. As per the above inspection report thesdesconstructed a hotel
building measuring 4,176 sq. ft. (3,000 sq. ft. e allotted site and

2 Water charges for 1,636 applicants x Rs 50 per monthmdhiths = Rs 13.91 lakh
One time water deposit for 1,636 applicants x Rs 1,000 = Rs 16.36 lakh
Rs 30.27 lakh

As the deposit for water connection was not enhanced, thailmgwdeposit rate of
Rs 1,000 as on July 2009 for domestic connection was adopted
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1,176 sq. ft. on the encroached land) and alsoigedvmotor room, vehicle
shed etc. in the remaining vacant site of 5,846tsq.

The corporation neither took action to evict thereachment and resume the
land immediately though it was aware of the endnoznt even in March
2004 nor did it collect the lease rent for the peérof occupation of the
encroached area for the past 14 years.

The failure of the corporation to evict the enctomaent even in March 2004
facilitated the lessee to occupy the land unauslediy from March 2004
onwards. Further land measuring 7,022 sq. ft.hm ¢orporation area had
gone out of corporation’s reach. The corporatiso failed to collect lease
rent for the unauthorised occupation of 7,022 saffland resulting in loss of
revenue of Rs 28.03 lakh for the period from A@895 to March 2009
(Appendix 3.2).

On this being pointed out, the Corporation accehedact (December 2008)
and addressed (July 2009) the lessee to pay tlee lent for the land
encroached by him. However, the Corporation ditlintiate any action to
evict the lessee from the unauthorised encroach(datyt 2009).

The matter was referred to Government in Novembé02reply has not been
received (June 2010).

SANKARNAGAR TOWN PANCHAYAT

3.1.4 Non-realisation of revenue dueto non-levy of tax on vacant land

Failure of Sankarnagar Town Panchayat to levy tax on vacant land
owned by Tamil Nadu Housing Board resulted in non-realisation of
revenue of Rs 27.76 lakh.

Section 81 of the Tamil Nadu District Municipalgiéct, 1920 stipulates that
the Municipal Council shall, in case of lands whare not used exclusively
for agricultural purpose and are not occupied bgd)acent and appurtenant to
buildings, levy the tax at such percentages ot#pgtal value of such lands as
the council may fix.

Sankarnagar Town Panchayat (Town Panchayat) res¢@etober 1998) to
levy tax on vacant land at omer cent of the capital value of vacant land as
half yearly tax.

Scrutiny of records in the Town Panchayat and Tawaidlu Housing Board
(TNHB), Tirunelveli Housing Unit revealed that cniftthe total 48 number of
units measuring 9,48,136 sq. ft. developed by tReiB for sale to the public
under commercial category in the Town Panchayat,uBBs measuring
7,34,328 sq. ft. were not sold. However the Towndhayat did not raise any
demand for the payment of tax for the unsold plais the period from
October 1998 to March 2009 resulting in non-reésa of revenue of
Rs 27.76 lakh Appendix 3.3). There is no proper internal control
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mechanism available in the Town Panchayat to erguger implementation
of the council resolution/by-laws to arrest lossefenue.

On this being pointed out, the Deputy Director obwh Panchayats,
Tirunelveli stated (October 2009) that the Execut®fficer of the Town
Panchayat has sent a proposal to the Chief EngioedMNHB regarding
payment of tax on vacant land.

The matter was referred to Government in Octob@&920@eply has not been
received (June 2010).

MADURAI CITY MUNICIPAL CORPORATION

3.1.5 Lossof revenue dueto non-recovery of supervision charges

Failure of Madurai City Municipal Corporation to include the
supervision charges in the estimate resulted in loss of revenue of
Rs 23.16 lakh.

According to water supply by-law published by thedvrai City Municipal
Corporation (corporation) in July 1984, every apatit seeking water supply
connection should deposit the estimated cost ohection as fixed by the
executive authority within the time prescribed. eTéstimated cost includes a
centage of 1@er cent of the actual cost of work to cover supervisioargfes.

Scrutiny of records (December 2008) revealed thatdorporation did not
include the 1(per cent supervision charges in the estimate and recovand
the cost of connection charges from the applicaRalure of the corporation
to include the supervision charges in the estinaaig also the failure of the
Director of Local Fund Audit to point out this orsisn resulted in loss of
revenue of Rs 23.16 lakh for 12,029 water supplyneations given by the
corporation during 2004-05 to 2008-09 (upto Decan#f#)8) as per details
given in the following table:

Year Number of connections provided during Non-recovery
of supervision
2004-05 | 2005-06 | 2006-07 | 2007-08 | 2008-09 Total charges
(upto (in Rupees)
December
2008)
East zone 320 356 326 467 349 1,818 3,84,854
North zone 1,222 759 486 403 286 3,156 6,24,182
South zone 555 718 405 686 251 2,615 5,21,714
West zone 1,511 865 777 740 547 4,440 7,85,16%
Total 23,15,921

The matter was referred to Government in Novemb@d92 In reply
Government stated (November 2009) that the watpplgucharges fixed in

47



Audit Report (Local Bodies) for the year ended 31 March 2009

2004-05 included supervision charges also. Thky ispot acceptable as all
the four Assistant Commissioners (East, West, Saath North Zone) of the

corporation accepted (December 2008) that the sigi@n charges were not
collected and agreed that action would be takeretover the supervision

charges in future. Further the reply of the Gomeent was not substantiated
by any evidence.

3.2  Unfruitful expenditure
COONOOR MUNICIPALITY

3.21 Unfruitful expenditureon water supply scheme

Failure of Coonoor Municipality to coordinate with the Forest
Department for maintenance of the check dam constructed in the forest
arearesulted in unfruitful expenditure of Rs 62.89 lakh.

To lessen the hardship caused by scarcity of drqnkiater during the summer
season and also to ensure supply of water as pemdims of 90 litres per
capita per day, Coonoor Municipality (municipalityproposed to

Commissioner of Municipal Administration (CMA), Gieai (March 2003) to

implement the scheme “Improvements to Coonoor watgply system by
laying additional pipeline from Gurrency to Graysll” at Gurrency forest

area. The scheme was to be implemented at a ¢dRs &3 lakh under
Member of Legislative Assembly Constituency Develemt Scheme

(Rs 49.80 lakh) and by utilising municipal fundss(R3.20 lakh). CMA,

Chennai accorded (December 2003) technical sanétiothe scheme. A
check dam was also constructed (September 200f)ebfForest Department
at Gurrency Forest area for providing water sugplyhe municipality at a
cost of Rupees Six lakh.

The scheme proposed drawal of four lakh litres atew per day from the
check dam at Gurrency stream, conveying the wateugh the pipelines to
the collection well and then to ground level resétv The scheme proposal
did not envisage coordinating with the Forest Depant for maintaining the
check dam. The municipality completed (October40be laying of pipe

lines, construction of collection wells, pumpincatgin etc., at a cost of
Rs 56.89 lakh and trial run was carried out in Noker 2004. However, the
municipality did not utilise the source after thlt run, due to frequent silt
formation and high cost of pumping.

On a request made by the municipality (Septemb8&6R€fr maintenance of
check dam, the Forest Department replied (Septef#8) that an additional
Reinforced Cement Concrete (RCC) wall was to bestrooted in front of the
check dam already constructed to arrest any leaghgeter. However, the
municipality neither provided any fund to the FarBgpartment for carrying
out this work nor took up the matter with the highauthorities for
maintaining the check dam themselves, resultingjliformation in the check
dam during the last five years.
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Thus, failure of the municipality to ensure theikalality of check dam free of
silt and to liaison with the Forest Department rimintaining the check dam
properly resulted in unfruitful expenditure of RA&9 lakh.

On this being pointed out, the municipality accdp{8eptember 2009) the
point and stated that action will be taken to jetscheme into use.

The matter was referred to Government in Decem0@9®2reply has not been
received (June 2010).

TINDIVANAM MUNICIPALITY

3.2.2 Unfruitful expenditur e on construction of ramps

Failure of Tindivanam Municipality to terminate the contract at the risk
and cost of the contractor and making payment before completing entire
work resulted in unfruitful expenditur e of Rs 29.58 lakh.

Tindivanam Municipality (municipality) proposed (@ember 2006) to

construct two ramps for two wheelers/auto rickshanwd pedestrians, of 10
feet width in the subway connecting Kaveripakkand d&amatchi Amman

Koil Street constructed (September 2006) by Soutl&ilway. An amount

of Rs 15 lakh each for eastern and western sideeosubway was allotted to
the Tindivanam Municipality by the Government oflim under Member of
Parliament Local Area Development Scheme 2006-07.

Work orders for construction of the above two ramypse issued to two
contractors on 4 December 2006 by the TindivanamiMpality. As per the
conditions of the contract agreement the contraci@re to complete all the
work at the agreed rates within 90 days from the @& award of work order
i.e. by 4 March 2007 failing which the cost of emtlering and all losses were
to be recovered from the contractor.

The contractors executed certain works such asgergt reinforced cement
concrete work and foundation concrete, etc., foraased quantity for which
no sanction was obtained but did not complete émeaining works such as
plastering the foundation, top roof etc.

Despite the municipality issuing three notices (Ap007 to August 2007) to
the contractor responsible for the constructiorrashps at eastern side and
four notices (April 2007 to August 2007) to the trastor of western side, the
contractors did not execute the above works. Thaicipality paid the final
bills of both the contractors in May and June 2@d8ounting to Rs 29.58
lakh. For the balance work in respect of both side estimate of Rupees
Seven lakh was prepared under Member of Parliamental Area
Development Scheme 2008-09 by the municipality eemdier for this work
was yet to be finalised (July 2009).

The municipality failed to (i) terminate the comrat the risk and cost of the
contractors when there was abnormal delay in ei@ctof work, (ii) withhold
the final bill of the contractors due to non contigle of work by them and
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also for eventual adjustment of excess expenditifregny, incurred on
completing the work. Thus, the two ramps conseddct a cost of Rs 29.58
lakh could not be put to use so far (July 2009).

The matter was referred to Government in NovemBe82reply has not been
received (June 2010).

3.3  Avoidable expenditure
TIRUCHIRAPPALLI CITY MUNICIPAL CORPORATION

3.3.1 Avoidable payment of eectricity charges

Failure of Tiruchirappalli City Municipal Corporation to reduce the
contracted demand from 231 KVA despite consuming less power resulted
in avoidable payment of Rs 13.14 lakh towar ds electricity char ges.

According to Tamil Nadu Electricity Board (TNEB) fii&, High Tension
(HT) consumers were required to pay demand chaages rate fixed from
time to time on the maximum demand recorded imtbeath or 9Qper cent of

the contracted demand whichever was higher be#igesnergy charges.

Tiruchirappalli City Municipal Corporation (corpdran) installed (September
2004) an electrical crematorium with two electugrfaces at Oyamari burial
ground and obtained HT connection from TNEB witmtcacted demand of
231 KVA at Rs 200 per KVA.

Perusal of connected records regarding power copsoimand payment of
electricity charges for the electrical crematoribynthe corporation revealed
that the actual power consumption ranged only betw@3.40 KVA (June
2008) and 128 KVA (December 2004) during the pefiodh September 2004
to September 2009 and was well below the contragésdand of 231 KVA.
As the trend of power consumption during the foee year i.e. September
2004 to August 2005 was in a declining trend ragdaetween 128 KVA
(maximum in December 2004) and 80 KVA (minimum inghst 2005), the
corporation should have reviewed the matter andrtadction accordingly in
September 2005 itself to reduce the contracted ddnes the recorded
demand never reached the contracted demand of Y31 K

Failure of the corporation in taking action to reduthe contracted demand
from 231 KVA to 82 KVA (average demand recordedimgiSeptember 2004
to August 2005) by taking up the matter with TNESsulted in avoidable
payment of Rs 13.14 lakhtowards contracted demand charges during
September 2005 to September 2009.

Period Number Payment made for 231 Payment to be made Avoidable
of KVA on reduced demand expenditure
Months of 82 KVA
September 2005 49 90% of 231 i.e 207.90 90% of 82 i.e. 73.80 x Rs 13,14,180
to September X Rs 200x49 = Rs 200x49 = Rs 7,23,240
2009 Rs 20,37,420
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The matter was referred to Government in Noveml#92 Government
stated (December 2009) that as the public genepatiferred conventional
method of pyre fire than electrical cremation, oolye was used out of two
furnaces and the other idle furnace was convemgd gasifier mode in
September 2007. Government further stated thadmuetas also being taken
to convert the existing electrical furnace intoifias mode to reduce power
consumption to minimum. The reply reiterates thet that the corporation
failed to reduce the contracted demand in Septe2@@5 after reviewing the
trend of power consumption for one year.

SALEM CITY MUNICIPAL CORPORATION

3.3.2 Avoidable expenditur e towards payment made on segregation of
wastes

Failure of the Salem City Municipal Corporation to ensure the facility of
processing wastes into biodegradable and non-biodegradable wastes
before segregating wastes resulted in avoidable expenditure of Rs 12.82
lakh.

To follow the norms prescribed by Government ofidnoh the “Municipal
Solid Wastes (Management and Handling) Rules, 2Q0BW Rules) for
management of solid wastes, Salem City Municipaip8tion (corporation)
engaged (April 2005) self help groups (SHGs) inenidivisions of the
corporation to carry out the activities of housértmse collection of wastes,
segregation of wastes and depositing of segregatesties into the storage
points of the corporation.

The SHGs collected the wastes and segregated thamno facility was
provided by the corporation for processing the esm$nto biodegradable and
non-biodegradable wastes as prescribed in MSW Rillesegregated wastes
were dumped together in the storage points of thgporation. The
corporation paid Rs 38.46 lakh to the SHGs, duttiregperiod from June 2005
to March 2009, each engaging six persons, of whigh persons were
engaged in segregation of wastes into biodegradatdenon-biodegradable
wastes.

Meanwhile, Government of Tamil Nadu assigned (Ma607) 100 acres of
land to the corporation for solid waste manageraedtthe corporation issued
a letter of intent (February 2009) to a privatenfifor a period of 20 years for
construction of scientific disposal of solid wastesBuild, Own, Operate and
Transfer (BOOT) basis and the work is in progr&stgber 2009).

The action of Salem City Municipal Corporation iagsegating wastes as
biodegradable and non-biodegradable without engunfrastructure for their
independent disposal as manure resulted in avadadpenditure of
Rs 12.82 lakhtowards payment made to SHGs for the period frone 2005
to March 2009 besides non achievement of the atsgeof MSW Rules, 2000.

Total payment made to the SHGs/three, as two otk giessons were engaged in
segregation work : Rs 38,45,617 / 3 = Rs 12,81,872 (or) Rs [HkI82
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Further the dumping of biodegradable and non-bicattaple wastes together
could also cause serious environmental polluticalthenazards.

The matter was referred to Government in Decem0@9®2reply has not been
received (June 2010).
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CHAPTER IV

AN OVERVIEW OF THE ACCOUNTSAND FINANCES OF
PANCHAYAT RAJINSTITUTIONS

41 I ntroduction

4.1.1 To enable the Panchayat Raj Institutions (PRIsadquire the status
and dignity of viable and responsive people’s bsdithe Seventy Third
Constitutional Amendment Act, 1992 was promulgatéspril 1993).
Consequently, the Tamil Nadu Panchayats Act, 198¢ enacted which came
into effect from 22 April 1994. Under this Actlarée tier system of PRz,
Village Panchayats at the village level, Panch&yabns or Block Panchayats
at the intermediary level and District Panchaydtsthe apex level were
established. There were 12,620 Village Panchgya® Panchayat Unions
and 30 District Panchayats in the State as of Maaf}®. An organogram of
PRIs is given ilppendix 4.1.

Consequent to the provision of required funds thhou direct
funding/devolution, the average own income leveVidfage Panchayats had
increased during 2008-09. The classification dfage Panchayats based on
their own income during 2008-09 are giverTiable 4.1.

Table 4.1: Income-wise classification of Village Panchayats

Sl. | Incomerange per annum Number of Village Panchayats
No. Based on average Based on the income
income of three years of 2008-09
from 2003-04 to 2005-06
1 Upto Rs 50,000 10 Nil
2 Between Rs 50,000 and Rs one lakh 178 Nil
3 Between Rs one lakh and Rs five lakh 7,422 1,021
4 Between Rs five lakh and Rs 10 lakh 3,181 7,146
5 Between Rs 10 lakh and Rs 25 lakh 1,489 3,902
6 Between Rs 25 lakh and Rs 50 lakh 252 393
7 Between Rs 50 lakh and Rs one crore 60 121
8 Between Rs one crore and Rs 3 crore 24 32
9 Above Rs 3 crore 2 3
Total 12,618 12,618

(Source: Policy Note of Rural Development and PanchayaD8agrtment for 2008-09 and 2009-10)

Note : Two new Village Panchayats, Indira Nagar Bedumathur formed in August 2008 are yet to be
classified under the income range.

Elections to the local bodies were held in Oct&56.

Two new Village Panchayats viz. Indira Nagar and mathur in Kurinjipadi
Panchayat Union, Cuddalore District formed in August 2008
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4.2  Administrative arrangements

4.2.1 The Rural Development and Panchayat Raj Departimemsponsible
for implementation of various Centrally sponsore8tate funded and
externally aided scheme for poverty alleviation, plogment generation,
sanitation, capacity building, women’s social ammbreomic empowerment,
and Tsunami rehabilitation, apart from provision lmdsic amenities and
services. The Department is also entrusted wihréisponsibility of enabling
the various PRIs to function as effective unitsoctl self Government.

4.2.2 District Rural Development Agency (DRDA), a societygistered
under Societies Registration Act, 1860 monitordtedl schemes implemented
by PRIs in the district. The DRDA is headed by Bistrict Collector who is
assisted by a Project Officer/Additional Collector.

4.2.3 The executive authority for the District Panchayatthe Secretary at
the level of Assistant Director of Rural Developrmeand its Chairman is an
elected representative.

4.2.4 In the case of Panchayat Unions, the Block DevetapnmOfficer

(BDO) (Block Panchayat), who is also the Commissioaf the Panchayat
Union Council, is the executive authority and thkaf@man is an elected
representative.  Another BDO (Village Panchayats) résponsible for
implementation of the schemes by the Village Payatsa In case of Village
Panchayats, the President, an elected representstihe executive authority.

4.3 Accounts and Audit

4.3.1 Accountsand database for mats

4311 State Government issued orders (April 2004) to adbp

accounts format prescribed by the Comptroller anditdr General of India
with effect from 1 April 2004 in all PRIs. The Caomssioner of Rural
Development and Panchayat Raj (CRDPR) was alsa@tdideby the State
Government to create the database in PRIs in catism with National

Informatics Centre (NIC) which would develop softerdor adoption of the
formats.

Government of India released Rs 60.73 crdrging 2003-06 for maintenance
of accounts and database. Government of Tamil Néshireleased Rs 9.08
crore as a matching grant. Of this, the State Gowent released Rs 60.32
crore and 13,074 computers costing Rs 51.64 crere yurchased during the
period between March 2004 and February 2006 angildited to PRIs to
maintain accounts and database of finances.

The Government stated (May 2009) that though awsoé for the
management information system in the Village Payatsacalled Panchayat
Raj Institutions Accounts Software was developed\§, it could not be
used due to the change of accounting system o&géllPanchayats as per
Government order issued in August 2007 whereinntie¢hod of accounting

Rupees 36.34 crore and Rs 24.39 crore as per the recommendatitegeoth and
Twelfth Finance Commission respectively
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and the four typéof accounts to be maintained in each village papahwas
stipulated.

On further reference, the CRDPR stated (Januar)2@at the proposed
system called Panchayat Raj Institutions Accouwnttwéire (PRIA Soft) was
complicated and the present Vilage Panchayat fesdis with SSLC
qualification will not be able to implement the tsedre. The Commissioner
also stated that an army of qualified accountingater personnel would be
required in all the VPs to implement the softwalrgcl the State Government
cannot afford. The Commissioner further statet the present accounting
system of cash based single entry system was swfid migration to double
entry system would involve problems and ‘micro ngeraent’ as envisaged
in PRIA Soft is not called for in a country likedia with many diversities and
in the present context where ‘Local GovernmentaisState subject. The
CRDPR further stated that the State GovernmentashilTNadu would not
implement PRIA Soft.

Procurement of computers without ensuring its petigiity was injudicious.
The computers purchased and distributed to PRIs aatcost of
Rs 51.64 crore as stated above for maintenancecoiiats and database have
not been utilised for the intended purpose and wee being used for
entering and updating of village panchayat wisead@r National Rural
Employment Guarantee Scheme (NREGS).

4.3.2 Audit arrangements
4321 In accordance with Section 193 of Tamil Nadu PayatsaAct,

1994 Government of Tamil Nadu appointed the follugvofficers as Auditors
for PRIs as given ifable 4.2.

Table4.2: Audit arrangementsfor PRIs

Tier of PRI Auditors appointed Periodicity
District Director of Local Fund Audit (DLFA) Annually
Panchayats

Panchayat Unions| DLFA Quarterly
Village (i) Deputy Block Development Officer Quarterly
Panchayats (DBDO) except audit of scheme accounts

(i) Assistant Director of Rural Development Quarterly
(Audit) except audit of scheme accounts

(iif) DLFA for audit of scheme accounts Annually (tesech)

4322 Accounts of District Panchayats and Panchayat Unara also
audited by Principal Accountant General (Civil Atydinder Section 14(1) of
the Comptroller and Auditor General of India’s (i&st Powers and
Conditions of Service) Act, 1971. Further techhgsdance is also provided
by the Principal Accountant General to DLFA regagdiaudit of District

3 (1) Village Panchayat Fund Account (2) Village Panchayaympats of

TNEB/TWAD Board Account (3) Village Panchayat Scheme Féwedount and
(4) Village Panchayat NREGS Account
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Panchayats and Panchayat Unions in terms of ofdéoweernment of Tamil
Nadu (March 2003).

4.3.3 Compilation of Annual Accountsby PRIsand Audit of PRIs

DLFA is the statutory Auditor for Panchayat Unicarsd District Panchayats.
Based on the recommendation of Second State Finaoganission (SSFC),
DLFA is conducting only test audit of Village Paaghts including scheme
accounts. The Deputy Block Development Officer &dil the General fund
accounts of all the village panchayats (ggartcent audit) and certifies them
except audit of scheme accounts.

4331 Compilation of Annual Accounts and submission of Accounts
by PRIs

The position relating to compilation of Annual Acods and submission of
accounts by PRIs, as of December 2009, as repbstetie DLFA (March
2010) revealed that all the Panchayat Unions argfribi Panchayats have
compiled and submitted their Annual Accounts up2@07-08 and 314
Panchayat Unions and 12 District Panchayats haahisiglol their accounts for
2008-09.

4332 Audit of PRIsby DLFA

€)) The position of arrears of audit of PRIs a®etember 2009 is given
in Table 4.3.

Table 4.3: Position of audit of Panchayat Unionsand District Panchayats by DLFA

Category of PRI Y ear Total Audit Audit in arrearsas
number completed of December 2009
(Per centage)
2007-08 385 379 6 (2)
Panchayat Unions
2008-09 385 13 372 (97)
District Panchayats 2008-0p 29 12 17 (59)

(Source: Details furnished by DLFA in March 2010)

(Figures in brackets indicate the percentage of auditraars)

As seen from the table, out of 385 Panchayat Uniand 29 District
Panchayats audit by DLFA for the year 2008-09 warmpleted (December
2009) only in 13 Panchayat Unions and 12 Distranté¢hayats.

(b) The regular audit of Village Panchayats wasdooited by the Deputy
Block Development Officers and Z#r cent* of the total number of Village
Panchayats has to be test checked by the DLFA #yprasaper Government
orders of November 2002. The position of audiVifage Panchayats, as of
December 2009, is given Trable 4.4.

Including twoper cent of Village Panchayats based on receipts, valuearks and on
specific complaints forwarded by Director of Rubdvelopment and Panchayat Raj
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Table 4.4: Position of audit of Village Panchayats as of December 2009

Category of PRI Total number to be | Number of Village Panchayats wherein
Audited by DLFA | Audit not completed
2007-08 2008-09
Village Panchayats 2,523 896 1,561

(Source: Details furnished by DLFA in March 2010)

4333 The number of paragraphs included in the InspedReports

of DLFA issued up to 2008-09, pending settlemenbfaBecember 2009 in
respect of Panchayat Unions and District Panchayafgregated to 22,107
and 351 respectively. The reported (March 201Q03itmm of year-wise

pendency by DLFA was as givenable 4.5.

Table 4.5: Year-wise pendency details of paragraphsin the|Rs of DLFA

Number of paragraphs pending in respect of
Year of IR ; T
Panchayat Unions District Panchayats
Upto 2002-2003 4,570 96
2003-2004 352 6
2004-2005 613 30
2005-2006 1,194 40
2006-2007 3,521 53
2007-2008 11,544 102
2008-2009 313 24
Total 22,107 351

(Source: Details furnished by DLFA in March 2010)

State Government appointed State High Level Coremittwith the
Commissioner, Rural Development and Panchayat RBPR) Department
and Director, DLFA as Chairman and Deputy Chairmespectively to be
assisted by thréemembers and District High Level Committee (DHLC)
headed by District Collector as Chairman and Ptofefficer, DRDA as
Deputy Chairman assisted by tHregembers and one Secretary in November
1997 for settlement of outstanding paragraphs.rederted by DLFA (April
2010), the DHLC conducted 219 meetings during teop from 2006-07 to
2008-09 and settled 9,346 paragraphs relating &tribi Panchayats and
Panchayat Unions. The State High Level Committeectimg@ was not
conducted after February 2006.

4334 Audit of PRIs by Principal Accountant General (Civil Audit)

Important irregularities detected by Audit duriragdl audit of PRIs through
test check of records are followed up through Ioipa Reports issued to the

5 Financial Advisor and Chief Accounts Officer, RDPR D#pant; Chief
Engineer/Superintending Engineer, Tamil Nadu Water Sugpty Drainage Board
and Chief Engineer (Highways and Rural Works) as members

6 Deputy Director, DLFA; Executive Engineer, DRDA; Dey Director, RDPR
Department as members and PA to District Collectard{f) as Secretary
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CRDPR with copies to the audited PRIs. Governntexd issued general
orders in April 1967 fixing a time limit of four ve&s for prompt response by
the authorities for all such paragraphs includethéinspection reports issued
by Audit.

As of December 2009, 1,744 paragraphs relating5® IBspection Reports
were not settled for want of satisfactory replesgiven inT able 4.6.

Table4.6: Year-wise pendency of paragraphs

Number of
Y ear -
Inspection Reports Paragraphs
2006-07 69 214
2007-08 118 439
2008-09 172 1,091
Total 359 1,744

4.4  Receipt and Expenditure of Panchayat Raj Institutions

441 The resources base of the PRIs in addition ta theh tax/non-tax
revenues consists of the following:

0] Devolution of funds by State Government basech ahe
recommendations of the State Finance Commission;

(i)  Assigned/shared revenues; and

(i)  Funds provided based on the recommendation€entral Finance
Commission.

A chart showing the funds flow to PRIs is givemAippendix 4.2.

The details of receipts of PRIs during the lase¢hyears, as reported by
CRDPR, in November 2009, are givenTiable 4.7.

Table4.7: Receiptsof PRIs
(Rupeesin crore)

Category Year Own Assigned Grants* L oans Total
of PRI Revenue Revenue

Village Panchayats 2006-07 173.30 20943 1,264.29 - 1,647.02
2007-08 237.67] 1441} 1,124.15 - 1,505]93
2008-09 216.67] 303.41 1,203.46 - 1,723]94

Panchayat Unions 2006-07 96.49 1848 974.23 - 17087
2007-08 70.13 58.9] 506.75 - 635.81
2008-09 61.10; 127.5 549.26 - 737.p1

District Panchayats ** 2006-07 - - 185.18 - 185)8
2007-08 - 14.40 126.69 - 141.49
2008-09 - 28.89 137.32 - 166.41

(Source: Details furnished by Commissioner of Rural Dmpreent and Panchayat Raj in
November 2009)

* Grants include only State Finance Commission grants andtr&leFinance
Commission grants released through CRDPR; details regardiag sstheme grants
routed through DRDA were not available.

*k The receipts of District Panchayats consist ofnggeonly.
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Details of grants other than State and Centralrfi@aCommission grants and
loans received during 2008-09 were not furnishetheyCRDPR.

4.4.2 The details of expenditure of all the three tiei$RIs during the last
three years 2006-07 to 2008-09, as reported (Noeer2b09) by CRDPR
duly incorporating the expenditure incurred outState and Central Finance
Commission grants, are givenTmable 4.8.

Table 4.8: Expenditure of PRIs
(Rupessin crore)

Category of PRI Year Revenue Capital Total Expenditure
Expenditure Expenditure
2006-07 1,107.57 315.57 1,423.14
Village Panchayats 2007-08 1,350.07 349.24 1,699.31
2008-09 1,611.46 329.68 1,941.14
2006-07 733.09 235.24* 968.33*
Panchayat Unions 2007-08 719.05 277.73 996.78
2008-09 822.56 269.92 1,092.48
2006-07 103.46 65.72 169.18
District Panchayats 2007-08 132.15 47.72 179.87
2008-09 145.22 79.61 224.83

(Source: Details furnished by Commissioner of RuBavelopment and Panchayat Raj in
November 2009)

*  Figures differ from the figures furnished in thest year’s report due to revised figures furnisbgdhe
CRDPR (November 2009).

4.4.3 Pie charts showing the components of Receipts aperitliture of all
Panchayat Raj Institutions for the financial ye@®&-09 are given below:

Revenue (Cr Rs) own Expenditure (Cr Rs)
revenue
278 (11%)
Assigned
Revenue
460 (17%)
Grants
1890

(72%)

4.4.4 The component-wise details of receipts and experedifor the years
2006-09 as reported by CRDPR are given in the sutieg paragraphs.

45 Receipt of Panchayat Raj Institutions

4.5.1 Source of receipts

Among the three tiers, Village Panchayats alonehihe power to levy taxes.
The other source of receipts for Village Panchagats Panchayat Unions are
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non-tax revenue, assigned revenue from State Guserhand grants given
by State Government for various purposes and Statke Central Finance
Commissions.

45.2 Taxrevenue

The main components of tax revenue in Village Payats are House Tax,
Profession Tax and Advertisement Tax. The positiboumulative demand
(including arrears), collection and balance of ¢h&sxes during 2006-09 by
the Village Panchayats were as giveiT able 4.9.

Table 4.9: Tax revenue of Village Panchayats

(Rupeesin crore)

Y ear House Tax Profession Tax Advertissment Tax

D C B D C B D C B

2006-07 | 73.88 | 63.69(86] 10.19 36.45  35.34(97) 1[11 0.48 0.47(98) [0.01

2007-08 | 80.72 76.69(95 4.03 40.54 39.58(98) 0.96 D.38 0.274(71) [0.11

2008-09 | 90.47 | 85.87(95] 4.60 42,51  41.87(98) 0p4 0.26 0.23(88) [0.03

(Source: Details furnished by Commissioner of Rural Dmpraent and Panchayat Raj in
November 2009)

(D: Demand, C: Collection, B: Balance)

(Figures in brackets indicate percentage of collectiatetnand)

While the percentage of collection of Professionx B8 against its demand
was satisfactory, the percentage of collection ofi$¢ Tax increased from 86
in 2006-07 to 9%er cent in 2007-08 and 2008-09. Percentage of colleation
advertisement tax decreased from @8 cent in 2006-07 to 7Jper cent in
2007-08 and then increased tof#8 cent in 2008-09.

45.3 Non-tax revenue

Some of the major sources of non-tax revenues 8898 Panchayats are
water charges, building licence fees, fees for @agdrof layouts, dangerous
and offensive (D&O) trade licence fees, receiptrirfairs and festivals,
plantation lease amount, shandy lease amount aheryi rentals besides
interest receipts.

The main non-tax revenue of Panchayat Unions sipexfrom remunerative
enterprises, fairs and festivals, ferries operatidmoultries, marriage halls,
markets, fishery rentals and fines and penaltisges interest receipts.

The total amount of non-tax revenue realised ydaewy PRIs during
2006-09 are given idable 4.10. However, no break-up details of various
kinds of non-tax revenues realised were furnishe@RDPR.
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Table 4.10: Non-tax revenue of PRIs
(Rupeesin crore)

Category of PRI Y ear Non-tax revenuerealised
2006-07 96.49

Panchayat Unions | 2007-08 70.13
2008-09 61.10
2006-07 73.81

Village Panchayats| 2007-08 121.1%
200¢-09 88.7(

(Source: Details furnished by Commissioner of Rural Depraent and Panchayat Raj in
November 2009)

45.4 Assigned revenue

This includes the class of taxes and levies trawabtily collected by
Government and assigned to the PRIs by the Dishadiectors. Second State
Finance Commission considered the assigned revasipart of the resource
base of the PRIs and desired that the base fagkignment was required to
be maintained.

Entertainment Tax (ET), Surcharge on Stamp DutyD(S$ocal Cess (LC),
Local Cess Surcharge (LCS), Seigniorage Fee (8Bsel amount of mines
and minerals, cable TV fees etc., are some of #wenues assigned by
Government to Panchayat Unions and Village Pandbaya

As the system of adjusting assigned revenues tausrPRIs through
adjustments leads to considerable delay in tramsfethe funds, Government
issued (October 2007) orders, with a view to enguiiek transfer, to pool all
the assigned revenues at State level and appdingosame to PRIs.

The quantum of such revenue assigned to thesed®iRiry 2006-09 are given
in Table4.11.

Table4.11: Assigned revenueto PRIs

(Rupeesin crore)

Category of Year L ocal Local Cess | Entertain- | Surcharge | Seigniorage Other Total
PRI Cess Surcharge | ment Tax on Stamp- Fee assigned
Duty revenues*
2006-07 3.30 ND 0.94 148.36 25.27 31,56 209.43
Village N
Panchayats 2007-08 15.28 ND 1.00 91.72 23.61 12,50 144.11
2008-09 11.58 ND 1.05 204.08 69.52 17]18 303.41
2006-07 ND 15.63 0.84 ND 2.01 - 18.48
Eﬁinocnhjyat 2007-08 ND 8.15 0.53 48.92 1.33 - 58p3
2008-09 ND 6.18 0.5¢6 108.84 11.97 - 127155
District 2007-08 2.04 ND 0.13 12.23 ND ND 14.40
Panchayats| 2008-09 1.54 ND 0.14 27.21 ND ND 28.139

(Source: Details furnished by Commissioner of Rural Deelent and Panchayat Raj in November 2009)

ND — assigned revenue not due.

(* consist of tree patta fees, lease amount from mines ametas and cable TV fees)
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455 Grantsreceived by PRIs

The details of State Finance Commission (SFC) detaols received by the
PRIs during 2006-09 are given in succeeding papig.a

455.1 State Finance Commission grants

The details of SFC devolutions to PRIs during 2006-are given in
Table4.12.

Table 4.12: State Finance Commission grantsto PRIs
(Rupeesin crore

Category of Year SFC grants Deductions Net grants
PRI sanctioned made released
2006-07 500.81 Nil 500.81
Village 2007-08 950.15 1.80 948.35
Panchayats
2008-09 1,029.86 201.80 828.06
2006-07 432.03 37.14 394.89
Panchayat Uniong 2007-08 506.75 161.31 345.44
2008-09 549.26 226.65 322.61
2006-07 85.24 Nil 85.24
District
Panchayats 2007-08 126.69 27.24 99.45
2008-09 137.32 62.24 75.08

(Source: Details furnished by Commissioner of Rural Developraed Panchayat Raj in
November 2009)

The CRDPR reported (November 2009) that deductweer® made from the
SFC grants given to Panchayat Unions during 200606 to Village
Panchayats and District Panchayats during 2007+#@8 2008-09 towards
pension contribution, training corpus fund, PanetayJnion school
renovation programme and Rural Infrastructure s&hem

The CRDPR also stated that the SFC grant beingnéirdugrant, they are
credited into the LF Account | of the concerned $#Bhd spent. As such the
quantum of unutilised SFC grants could not be &lred.

Details of grants other than State and Centralrfi@aCommission grants and
their utilisation during 2007-08 and 2008-09 weret riurnished by the
CRDPR.

4.6  Expenditure of Panchayat Raj Institutions

4.6.1 Revenue expenditure

Revenue expenditure consists of salaries and pensexpenditure on repairs
and maintenance and administration.

The details of revenue expenditure incurred by RRMng the last three years
viz., 2006-07 to 2008-09 are givenTiable 4.13.
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Table 4.13: Revenue expenditure of PRIs

(Rupeesin crore)

Category of Revenue expenditure
PRI
Year Salaries Pension Total of Other revenue Total
payment salariesand expenditure
pension (including SFC
payment grants utilised)
2006-07 54.73 38.64 93.37 1,014.20 1,107.57 {15)
Village 2007-08 53.71 2.1 55.90 1,294.47 1,350.37 2)
Panchayats
2008-09 104.23 0.01 104.24 1,507.22 1,611.46 {19)
2006-07 62.22 21.41 83.63 649.46 733.09|(8)
Panchayat | ), ;g 67.04 0.21 67.25 651.80 719.05 (-] 2)
Unions
2008-09 94.20 0.5 94.72 727.84 822.56 (|.4)
2006-07 3.33 2.2( 553 97.93 103.46 (§5)
District 2007-08 1.59 0.08 167 130.51 132.18 (48)
Panchayats
2008-09 3.74 0.1 3.84 141.38 145.22 (10)

(Source: Details furnished bommissioner of Rural Development and Panchayat iRaj
November 2009)

(Figures in brackets in the total column indicate the peagentf growth over previous year)

4.7  Capital expenditure

Quantum of reported capital expenditure (Novemb@092 as incurred by
PRIs including capital expenditure incurred out Gfentral Finance
Commission grants during 2006-09 are givei able 4.14.

Table 4.14: Capital Expenditure of PRIs

(Rupeesin crore)

Category of PRI 2006-07 2007-08 2008-09
Village Panchayats 315.57 349.24 329.68
Panchayat Unions 252.64 277.73 269.92
District Panchayats 65.72 47.72 79.61

Total 633.93 674.69 679.21

(Source: Details furnished Klgommissioner of Rural Development and PanchayatrRaj
November 2009)

Based on the details compiled by CRDPR, the capitgenditure incurred
towards the main core sectoviz.,, water supply, street lighting and road
works during 2006-09 excluding the capital expaméitincurred out of
Central Finance Commission grants are furnishéichivie 4.15.
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Table4.15: Core sector-wise capital expenditure of PRIs
(Rupeesin crore)

Name of the Category of PRI 2006-07 | 2007-08 | 2008-09

cor e sector

Water supply Village Panchayats 39.38 41(32 31.27
Panchayat Unions 27.61 49.96 41153
District Panchayats 7.85 17.69 7.B5

Total 74.84 108.97 86.15

Street lights Village Panchayats 16.90 9|53 13.59
Panchayat Unions 3.04 2.72 1.B7
District Panchayats 2.55 9.25 2.p0

Total 22.49 21.50 16.56

Road works Village Panchayats 37.27 55|90 29.13
Panchayat Unions 68.08 145.11 95]62
District Panchayats 18.30 51.54 24136

Total 123.65 252.55 149.61

(Source: Details furnished Kgommissioner of Rural Development and PanchayairRaj
November 2009)

The breakup details of capital expenditure incuroedl of Central Finance
Commission grants were not furnished by the CRDRRaddition to above,
works under the core sectors of roads and wateplgwpere also executed
under other schemesxecuted through various agentiedth the assistance
of Central and State Governments.

4.8 M aintenance of Accounts

According to Tamilnadu Panchayats Act 1994, the sPRie required to
maintain various types of accounts as detailefgpendix 4.3

During 2008-09, three District Panchayats viz. Cmatore, Villupuram and
Virudhunagar and 20 Panchayat Unions within theisg¢ricts selected by
stratified random sampling method were audited foeasuring their
efficiency and effectiveness in maintenance of ant@ Audit findings are
discussed in the following paragraphs.

48.1 Internal Control Procedures

» Preparation of Budget : Financial rules stipulate that all Panchayat
Unions (PUs) have to prepare annual financial statds i.e. budget
for each year and place before the Panchayat UGmmcil before

Water supply works: Rural water supply schemesmi@ned water supply schemes,
Individual power pump schemes, Mini power pump soe®, Accelerated Rural Water
Supply Programme, Swajaldhara, etc.

Road works: District and other roads schemes, drgment to rural roads schemes with
the assistance from NABARD/HUDCO etc., Pradhan Maktam Sadak Yojana, etc.

8 Water supply works: Tamil Nadu Water Supply andraibage Board.
Road works: Highways Department, Tamil Nadu Roaddl@pment Corporation
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30" November. However, in fieest-checked PUs, Budget was not
prepared and placed before the Panchayat Union cloduring the
period 2004-05 to 2008-09 indicating lack of cohtreer expenditure.

Statement of liabilities and assets in the annual accounts : The
statement of liabilities and assets, required toapeended to the
annual accounts as per codal provisions, were pperaded to the
annual accounts of 2004-05 to 2008-09 by 12 testidd PUS.
Without these statements, the true picture of fir@nposition of the
PUs could not be assessed. On being pointed ouAumit, the
concerned BDOs agreed (July, August and Septentlf) 20 prepare
the statements in future.

Register of contingent expenditure : Register of contingent
expenditure, prescribed to have an effective comver expenditure,
was not maintained in 13 test checked PUsr the period 2004-05 to
2008-09. The lack of control was exemplified ineatess expenditure
of Rs 7.98 lakh over the budget provision in respéSulthanpet PU
during 2005-06 to 2007-08.

Monthly Abstract of Accounts : According to financial rules, Block
Development Officers (BDOs) of PUs should prepaomtily abstract

of accounts and forward to the Assistant DirectbrLocal Fund
Accounts (ADLFA) of the District by the end of tif@lowing month.

18 test-checked PUsdid not prepare and submit monthly abstract of
accounts to the Local Fund audit for the period4208 to 2008-09.
Non-preparation of monthly accounts resulted irffewive financial
control of the PUs by the PU Councils. On beinmiza out by Audit,
the concerned BDOs agreed (July, August and Sepgte2®09) to
prepare the monthly accounts in future.

Physical verification of cash : Financial rules stipulates that the
officer in-charge of the cash book should physjcatrify the cash
balance as per cash book at the end of each mémtRO test-checked
PUs, physical verification of cash was not donetly officers in-
charge in any of the months during 2004-05 to 2098- On being
pointed out by Audit, all the BDOs agreed (July, gAst and
September 2009) to conduct physical verificatiosagh regularly.

10

11

12

Kallakurichi (2004-05 and 2005-06), Kanai (2004-05 20608-09), Koliyanur
(2004-05 and 2007-08), Melmalayanur (2004-05 and 2006-07 to 2008r@D)
Sulthanpet (2007-08 and 2008-09)

Annur, Kallakurichi, Kanai, Kinathukadavu, Koliyanur, Melaganur,
Periyanaickanpalayam, Pollachi (South), Sarcarsamaku&athur, Srivilliputhur
and Vembakottai

Annur, Gudimangalam, Kallakurichi, Kanai, KinathukadavuKoliyanur,
Melmalayanur, Pollachi (South), Periyanaickanpalay&arcarsamakulam, Sathur,
Srivilliputhur and Sultanpet

Annur, Aruppukottai, Chinnasalem, Gudimangalam, Kallakiri&inathukadavu,
Koliyanur, Madhukarai,Melmalayanur, Narikudi, Periyanaickanpalayam, Péilac
(South), Sarcarsamakulam, Sathur, Srivilliputhur, Sultaripetppur and Watrap
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» Physical verification of Stores: In eight test-checked PUsphysical
verification of stock of cement, steel, bitumenraquired to be done
annually was not done from 2004-05 to 2008-09. fAtw-verification
of stock might pave way for pilferage and resultass.

4.8.2 Accounting Issues

» Cancdllation of time barred cheques : The financial rules stipulates
that treasury cheques lying unencashed for more theee months
should be cancelled and taken as receipts. Inaatachecked PUs, 20
time barred cheques amounting to Rs 3.22 lakh wetreancelled.

* Interest on Provident Fund Account : The BDO of the PUs maintain
the provident fund account of the Panchayat Unimpleyees. The
DLFA is the sanctioning authority for the interéstbe paid on the
provident fund. In 15 test-checked PUs, the carexd@BDOs did not
send proposals for claiming interest on providemifto the DLFA or
proposals sent by BDOs were not authorised by DEfef 1989-90
to 2008-09 as detailed Mppendix 4.4. Due to non-credit of interest
to the individual accounts of employees, the ligbibf the PU was
understated to that extent in its accounts andehertt not reflect the
true and correct picture of its financial positidh.also resulted in
denial of the entitled benefits to eligible emplegeincluding 194
retired and 10 deceased employees. On being pooie by Audit,
the BDOs agreed (July, August and September 2@08¢rid the claim
proposals to DLFA.

» Lapsed Deposit : As per Financial Rules, deposits received from
contractors remaining unclaimed for more than fboancial years
should be treated as lapsed and credited to ther@elRund Account
of the Panchayat Unions. In 17 test-checked ‘PUdeposits of
Rs 18.29 lakh in the form of security bonds (Rs64i&kh) and cash
(Rs 13.33 lakh) received from the contractors remgiunclaimed for
more than four financial years were not lapsed@edited to General
Fund Account of the PUs. The non-lapsing of theoddp in the
General Fund Account resulted in under statememiash balance in
the accounts of the PUs. On being pointed out bgitAall the BDOs
agreed (July, August and September 2009) to rdmaitetpsed deposits
in Panchayat Union accounts.

* Inoperative accounts : In eight test checked PUs and Virudhunagar
District Panchayat, the balance of Rs 15.23 lakitapeng to various
Central and State schemes and Education Fund dceceorained
unutilised in the accounts although the schemes wissed long back
and there were no transactions in the Educatiord Fagtount since

13 Annur (2005-06 to 2008-09), Aruppukottai (2006-07 to 2008- Kanai,
Melmalayanur (2007-08 and 2008-09), Narikudi (2007-08 and 2Q03-
Sarcarsamakulam, Sulthanpet and Vembakottai (2004-05 to 2008-09)

Annur, Aruppukkottai, Chinnasalem, Gudimangalam, Kalligkir Kinathukadavu,
Koliyanur, Madhukarai, Melmalayanur, Periyanaickanpalayamwljaéhi (South),
Sarcarsamakulam, Sathur, Srivilliputhur, Tiruppur, Vekditai and Watrap

14
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December 2000. Non-closure of inoperative schercewats resulted
in blocking of Government money of Rs 15.23 lakh.

4.9  Responseto Audit

State Government stipulated (July 2000) that then@ssioner, Panchayat
Union Council and Secretary, District Panchayagrafireparing replies to the
audit comments of DLFA in the annual accounts heweplace the same
before the Panchayat Union/District Panchayat Cibuoc discussion and
suitable action. In 15 test-checked PUand two District Panchayats
(Coimbatore and Virudhunagar), the Commissionerstaries did not place
the audited annual accounts along with replies reefthe Panchayat
Union/District Panchayat Council for the periodrnfr@004-05 to 2008-09. In
the absence of replies, the audit comments of DE&#d not be discussed in
the Panchayat Union/District Panchayat Counciktatable action.

The above points were referred to Government ineDder 2009 and March
2010. Government accepted the facts (June 201QJalyd2010) and gave
instructions to Panchayat Unions/District Panchayatadhere the norms in
respect of Maintenance of Accounts.

15 Annur, Chinnasalem, Gudimangalam, Kallakurichi, Kanaijnakhukadavu,

Koliyanur, Madhukarai, Melmalayanur, Pollachi (South), Saaaakulam,

Sultanpet and Tiruppur PUs (2004-05 to 2008-09); Periyanaickanpakaya Sathur
PUs (2004-05 to 2006-07)
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CHAPTERYV

AUDIT OF TRANSACTIONS
(PANCHAYAT RAJINSTITUTIONYS)

Audit of transactions in Thiruppullani Panchayatiddnbrought an instance of
excess payment towards repayment of loan and site® detailed in the
following paragraph.

RURAL DEVELOPMENT AND PANCHAYAT RAJ DEPARTMENT
51 Avoidable expenditure
THIRUPPULLANI PANCHAYAT UNION

5.1.1 Excess payment towardsrepayment of loan and interest

Failure of Thiruppullani Panchayat Union to rectify the discrepancy in
the NABARD loan availed by it resulted in excess payment of
Rs6.09 lakh.

For providing loan assistance to State Governmaisthayat Raj Institutions
for completing ongoing or new infrastructure prdgein rural areas, National
Bank for Agriculture and Rural Development (NABARDBEt up Rural

Infrastructure Development Fund (RIDF) in 1995-9@.0 avail the loan

assistance, the local bodies should contributpet @ent of the project cost as
their share and out of the balance #& cent of the project cost,

75 per cent would be released as grant and the balangee28ent as loan by

NABARD to be recovered after a period of one anidl years from the date of
release of last instalment. For this purpose,pars¢e Local Fund Account
was required to be opened and the respective bhochés were to deposit their
10 per cent contribution to this account. Government woulsloatelease the
instalments to this account and payment would beemay the Panchayat
Union Commissioner. The Project Officer, DistriRural Development

Agency (DRDA) has to consolidate the expendituré smbursement claim
details, Panchayat Union wise and work wise and #efior reimbursement to

NABARD.

Government of Tamil Nadu accorded (July 2000) adstrizive sanction to
Thiruppullani Panchayat Union (Panchayat Union)“forprovements to road
from Vannangundu to Methalodai” under this schente aa cost of
Rs 36.50 lakh and the Panchayat Union contribute®.B5 lakh (June 2001)
towards their 1(Qper cent share. The final instalment amount of NABARD
loan was released in December 2001. The work waspleted (February
2002) at a cost of Rs 22.91 lakh, against Rs 3&K0 credited to the Local
Fund Account. Hence, there was an unspent balanRs 43.59 lakh, which
included Rs 1.36 lakh (Rs 3.65 lakh — Rs 2.29 Jakbwards 10per cent
contribution made by Panchayat Union.

10per cent contribution of Panchayat Union based on the deoilae (Rs 22.91 lakh) of work done
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Scrutiny of records (May 2009) revealed that thejdt Officer, DRDA,
Ramanathapuram had not prepared Demand, CollestidiBalance statement
(DCB) of loan dues of the Panchayat Union despigend called for
(June 2003) by Director of Rural Development (DRDAs DCB was not
prepared, the DRDA without verifying the actual tto§ completed works
ordered (December 2003) repayment of loan of R4 &Rh with interest
based on the sanctioned cost of the work. The Hgm@at Union without
verifying the correctness of its loan liability Bs 5.15 lakh, (2%er cent of
NABARD loan amount for the actual value of work e@oafter deducting
10 per cent contribution of the Panchayat Union i.e. Rs 221&4h minus
Rs 2.29 lakh x 2per cent), paid Rs 12.70 lakh during June 2004 — December
2009. Meanwhile, the Project Officer, DRDA, Ramidwaguram remitted
(July 2004) the unspent balance of Rs 13.59 lakd Government account
without returning Rs 1.36 lakh to the Panchayatodnbeing its unspent
balance of 1(er cent contribution.

Non-maintenance of proper accounts by the Panclyian and its failure to
notice the discrepancy before making payment regutt avoidable payment
of Rs 6.09 laki{Appendix 5.1) towards excess payment of loan, interest and
10 per cent contribution, indicating lack of proper monitorirgystem in
repayment of loan besides non utilising the améombther welfare schemes.
When pointed out, the Project Officer accepted (&aty 2010) the fact and
sought reimbursement of excess amount from Goverhme

The matter was referred to Government in Januatp 2@overnment in reply
stated (March 2010) that the unspent amount of ®89llakh was already
remitted to Government Account. The reply was havegilent about
reimbursement of the excess amount paid by thelRgat Union.

Chennai (REVATHI BEDI)
The Principal Accountant General (Civil Audit)
Tamil Nadu and Puducherry

Countersigned

New Delhi (VINOD RAI)
The Comptroller and Auditor General of India
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Appendix 1.1

(Reference: Paragraph 1.2.1; Page 2)
Organisation Chart of Urban Local Bodies

Principal Secretary, Municipal Administration
and Water Supply Department
(Administrative Control)

Commissioner, Chennai Ci
Municipal Corporation
(Administrative Control)

[
Commissioner of Municipe
Administration
(Administrative Control)

Director of Town Panchays
(Administrative Control)

Elected Corporation Council

Elected Corporation Councils

Commissioners of other
Nine Municipal Corporations

Seven Regional Directors of
Municipal Administration

Elected Municipal Councils

Commissioners of
Municipalities

District Collectors

Assistant Directors of Tow
Panchayats

Elected Councils

(Source : Directorate of Municipal Administration)

Executive Officers
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Appendix 1.2

(Reference: Paragraph 1.4.4; Page 5)
Number of audit paragraphsrelating to Urban L ocal Bodies from 2005-08 pending settlement ason 31 Mar ch 2009

Year All Town Municipal Corporations Total
Municipalities | Panchayats - X X X - X -
Chennai Coimbatore | Madurai Salem Tiruchi- | Tirune- Tiruppur Erode Vellore Thoothu-
rappalli veli kudi

2005-06 6,770 11,475 1,508 449 748 773 584 419 170 168 175 208 5,202
2006-07 3,469 12,412 Nil 471 Nil Nil 628 180 Nil INi Nil Nil 1,279
2007-08 574 1,742 380 5 Nil Nil Nil Nil Nil Nil Nil Nil 385
Total 10,813 25,629 1,888 925 748 773 1,212 599 170 168 175 208 6,866




Appendices

Appendix 1.3

(Reference: Paragraph 1.8; Page 9)

Sour ce of revenue of Urban L ocal Bodies

Total Revenue

Own Revenue

Tax Revenue Non-Tax Revenue

Property Tax

Profession Tax Other Taxes

Assigned Grants Loans
Revenue
Entertainment Tax Surcharge on Starr
Duty
State Finance Central Finance Grants for
Commission Commission implementation of
Grants Grants schemes
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Appendix 1.4

(Reference: Paragraph 1.8.3; Page 11)

Statement showing the demand, collection and balance of Property Tax
during 2006-09 in Urban L ocal Bodies

(Rupeesin crore)

Category of the | Year Natur e of Demand Collection Balance
local body demand
Chennai City 2006-07  Arrears 214.88 107.38(50) 107.%0
Municipal Current 234.24 120.33(51) 113.91
Corporation Total 449.12 227.71(51) 221.41
2007-08  Arrears 221.41 129.62(59) 91.79
Current 291.92 154.18(53) 137.14
Total 513.33 283.80(55) 229.53
2008-09 Arrears 229.53 112.03(49) 117.%0
Current 294.74 208.07(71) 86.67
Total 524.27 320.10(61) 204.17
Other 2006-07 Arrears 102.18 40.35(39) 6183
M unicipa_J Current 121.42 80.75(67) 40.47
Corporations Total 223.60 121.10(54) 102.50
2007-08 Arrears 102.49 46.87(46) 55.62
Current 136.47 95.94(70) 40.%3
Total 238.96 142.81(60) 96.15"
2008-09  Arrears 118.13 56.10(47) 62J03
Current 222.42 157.92(71) 64.%0
Total 340.55 214.02(63) 126.53
Municipalities ~ 2006-07  Arrears 221.87 72.19(33) 149)68
Current 252.54 185.01(73) 67.93
Total 474.41 257.20(54) 217.21
2007-08  Arrears 217.21  72.99 ( 34) 144.22
Current 265.17 185.41(70) 79.76
Total 482.38 258.40(54) 223.98"
2008-09 Arrears 202.00 60.67(30) 141.33
Current 267.11 196.93(74) 70.18
Total 469.11 257.60(55) 21151
Town 2006-07 Arrears 32.72 14.36(44) 18.B6
Panchayats® Current 43.71 38.89(89) 4.92
Total 76.43 53.25(70) 23.18"
2007-08  Arrears 34.12 17.05(50) 17.p7
Current 48.99 48.21(98) 0.18
Total 83.11 65.26(79) 17.85']
2008-09 Arrears 26.44 10.59(40) 1585
Current 76.03 54.98(72) 21.45
Total 102.47 65.57(64) 36.90
@ Figures of Town Panchayats for 2006-07 and 2007-08 diffan fthe figures

furnished in the last year’s report due to revised figduesished by Director of
Town Panchayats.

# Not tallying with OB of the succeeding year
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Appendix 1.5
(Reference: Paragraph 1.8.4; Page 11)

Statement showing the demand, collection and balance of Profession Tax
during 2006-09 in Urban L ocal Bodies

(Rupeesin crore)

Category of Year Natur e of Demand Collection Balance
the local body demand
Chennai City  2006-07  Arrears Nil 0 Ni
Municipal Current Nil 63.69 Ni
Corporation® Total Nil 63.69 Nil
2007-08 Arrears Nil Nil Ni
Current Nil 73.83 Ni
Total Nil 73.83 Nil
2008-09 Arrears Nil Nil Ni
Current Nil 87.94 Ni
Total Nil 87.94 Nil
Other 2006-07  Arrears 4.97 183 (37) 34
Municipal Current 13.63 11.54  (85) 2.09
Corporations Total 18.60 1337 (72) 5.23
2007-08 Arrears 5.24 2.03 (39 3.p1
Current 14.31 11.90 (83) 241
Total 19.55 1393 (7)) 5.62"
2008-09 Arrears 10.78 3.66 (34) n2
Current 22.92 20.72  (90) 2.30
Total 33.70 2438 (72 9.32
Municipalities 2006-07 Arrears 26.79 6.23 (23) 20J56
Current 38.81 29.27 (75) 9.%4
Total 65.60 3550 (B9 30.10
2007-08 Arrears 30.10 11.59 (39) 18}51
Current 39.09 34.35 (88) 4.14
Total 69.19 4594  (66) 23.25
2008-09 Arrears 18.09 3.67 (20) 14142
Current 32.87 29.09 (89 3.78
Total 50.96 3276 (64) 18.20
Town 2006-07 Arrears 6.75 264 (39 401
Panchayats Current 59.49 19.83 (33) 39.66
Total 66.24 2247 (34 43.77
2007-08 Arrears 8.38 267 (32 51
Current 18.46 20.68 -
Total 26.84 2335 (87) 3.49"
2008-09 Arrears 11.10 3.30 (30) 780
Current 30.38 33.48 -
Total 41.48 36.78 (89 4.70
@ As far as Chennai City Municipal Corporation is conedr there is no demand

for profession tax and Non-Tax revenue. Hence percemtfagellection is not
worked out for Chennai Corporation.

# Not tallying with the OB of the succeeding year
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Appendix 1.6
(Reference: Paragraph 1.8.5; Page 12)

Statement showing the demand, collection and balance of Non-tax revenue during
2006-09 in Urban Local Bodies (except Chennai City Municipal Cor por ation)

(Rupeesin crore)

Category of Y ear Natureof  Demand Collection Balance
the local body demand

Municipalities  2006-07 Arrears 45.12 26.7669) 18.37
Current 117.20 95.1181) 22.03

Total 162.32 121.92 (75) 40.40*

2007-08 Arrears 46.40 28.66 (62) 17.74

Current 126.00 99.8179) 26.19

Total 172.40 128.47 (75) 43.93*

2008-09 Arrears 34.24 25.30r4) 8.94

Current 117.16 96.2682) 20.90

Total 151.40 121.56 (80) 29.84

Municipal 2006-07 Arrears 17.57 4.586) 12.99
Corporations Current 30.16 21.0570) 9.11
Total 47.73 25.63 (54) 22.10

2007-08 Arrears 22.10 8.6439) 13.46

Current 30.94 21.0968) 9.85

Total 53.04 29.73 (56) 23.31*

2008-09 Arrears 33.00 18.0(b5) 15.00

Current 39.77 28.0971) 11.68

Total 72.77 46.09 (63) 26.68

Town 2006-07  Arrears 27.83 14.5(52) 13.32
Panchayats# Current 96.38 98.04 -
Total 124.21 112.55 (91) 11.66*

2007-08 Arrears 30.61 15.260) 15.36

Current 103.15 105.10 -
Total 133.76 120.35 (90) 13.41*

2008-09 Arrears 29.54 13.4@16) 16.06

Current 140.43 133.5%95) 6.88

Total 169.97 147.03 (87) 22.94
# The figures furnished by the Director of Town Panchaf@tf2006-07

and 2007-08 did not tally with the figures furnished by himiactided
in last year’'s Audit Report.

* Not tallying with the OB of the succeeding year



Appendix 2.1

(Reference: Paragraph 2.1.2; Page 22)

Organisation Chart of Town Panchayats

Principal Secretary, Municipal Administration
and Water Supply Department
(Administrative Control)

Director of Town Panchay:
(Administrative Control)

District Collectors

District Level Monitoring
Committee

Assistant Directors c
Town Panchayats

Elected Councils

Executive Officers

Appendices
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Appendix 2.2

(Reference: Paragraph 2.1.5; Page 23)
List of test-checked Town Panchayatsin selected Districts

SI.No | Name of Town Panchayat SI.No | Name of Town Panchayat
Kanniyakumari District 20 Thiruppanandal

1 Azhagiapandiapuram 21 Veppathur

2 Ganapathipuram Nagapattinam District

3 Kappiyarai 22 Kizhvalur

4 Keezhkulam 23 Thittachery

5 Kothannallur Vellore District

6 Kumarapuram 24 Alangayam

7 Mulagumoodu 25 Katpadi

8 Ponmanai 26 Panapakkam

9 Puthalam 27 Pennathur

10 Thirparappu 28 Thimiri

11 Unnamalaikadai 29 Vilapakkam

12 Valvachagostam Thiruvannamalai District

13 Verkilambi 30 Kalambur

14 Villukuri 31 Pudupalayam
Pudukottai District 32 Vettavalam

15 Alangudi 33 Kilpennathur

16 Keeranur Dhar mapuri District
Thanjavur District 34 B.Mallapuram

17 Aduthurai 35 Kambainallur

18 Melathirupunthuruthi

19 Thirunageswaram




Appendix 2.3

(Reference: Paragraph 2.1.10.2; Page 34)
Arrearsin Tax collection

(In Rupees
S.No. Name of Town Panchayat Balance ason
31.3.2008 31.3.2009
Kanniyakumari District
1 Azhagiyapandiapuram 1,40,62,055 1,45,84,052
2 Kappiyarai 36,612 15,578
3 Mulagumoodu - 60,834
4 Ponmanai 41,000
5 Verkilambi 1,67,019 1,66,71p
6 Valvachagostam 8,91,984 -
7 Thirparappu - 52,084
Total 1,51,57,670 1,49,20,260
Pudukottai District
Alangudi 1,11,912 5,42,819
Keeranur 5,73,000 12,14,000
Total 6,84,912 17,56,819
Thanjavur District
10 Aduthurai 1,80,079 9,84,333
11 Thiruppanandal 22,136 22,136
12 Thirunageswaram - 1,62,636
13 Melathirupunthuruthi 11,628 16,912
14 Veppathur 2,40( 3,006
Total 2,16,243 11,89,023
Nagapattinam District
15 Kizhvalur 4,183 8,357
Total 4,183 8,357
VelloreDistrict
16 Alangayam 51,72,42) 1,36,46,683
17 Katpadi 19,91,923 14,04,276
18 Thimiri - 4,73,844
19 Vilapakkam 36,18( 2,53,634
20 Panapakkam 16,721 4,80,6R9
21 Pennathur 3,56,871 1,35,788
Total 75,74,122 1,63,94,804

Appendices
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S.No. Name of Town Panchayat Balance ason
31.3.2008 31.3.2009

Thiruvannamalai District

22 Kalambur - 6,13,21]

23 Vettavalam 82,000 14,15,0(

24 Pudupalayam 6,10,00

25 Kilpennathur 63,394 9,37,29
Total 1,45,39%4 35,75,513
Dharmapuri District

26 Kambainallur 9,14,000 10,39,0

27 B.Mallapuram 5,14,73Y 5,77,94
Total 14,28,737 16,16,959
Grand total 2,52,11,261 3,94,61,735

o
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Appendix 2.4

(Reference: Paragraph 2.2.3; Page 36)
List of test checked L ocal Bodies

Appendices

1. Salem
2. Thiruchirappalli
3. Tirunelveli
Sl Municipalities Sl Town Panchayats S Town Panchayats
No. No. No.
1. Kancheepural 1. Kunrathu 29. Pandamangala
2. Chengalpattu 2. Chitlapakkam 30. Mohanur
3. Maduranthakam 3. Guduvancheri 31. Pattanam
4, Kumbakonam 4, Uthiramerur 32. Mallasamudram
5. Pattukottai 5. Sriperumpudur 33. Athanur
6. Namakka 6. Perunguc 34. Sankarnagi
7. Thiruchengodu 7. Idaikazhinadu 35. Naranammalpuram
8. Rasipurar 8. Madambakkar 36. Alangulan
9. Thenkasi 9. Sembakkam 37. Keelapavoor
10.  Ambasamudram 10. Thirukazhukundram 38. Courtalam
11.  Sankaranko 11. Thiruneermale 39. Podhalu
12.  Kovilpatti 12. Mangadu 40. Mukkoodal
13.  Vellore 13. Aduthura 41. Vennathu
14.  Vaniyambadi 14, Thiruvidaimaruthur 42. Thimiri
15.  Gudiyatham 15. Darasuram 43. Ayigudi
16. Ranipe 16. Swamimalg 44, Kaveripakkan
17.  Tambaram 17. Thiruvaiyaru 45. Thorapadi
18. Pallavarar 18. Adhiramapattinat 46. Pallikonde
19.  Ambattur 19. Peravurani 47. Katpadi
20.  Thanjavur 20. Thirunageswaram 48. Gandhinagar
21. Vallam 49, Allapuram
22. Orathanadu 50. Shenpakkam
23. Velur 51. Alangayan
24. Namagiripettai 52. Ammoor
25. Seerapal 53. Nemili
26. Sendamangalam 54. Thakkolam
27. Alampalayam 55. Sholingar
28. Kalapanaikenpai
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Appendix 2.5
(Reference: Paragraph 2.2.4.2; Page 38)
Shortfall in utilisation of CTFC grants

Sl. | Name of the Urban Year of Total Grant | SWM Actual Shortfall Per centage
No | Local Body Grant Sanctioned | Component | Expenditure
1. Pattukottai Municipality 2006-07| 26,57,434 13,28,7(7 15660, 2,13,151 16
2. Kunrathur TP 2005-06 8,04,300 4,02,150 2,08,000 1,94,150 48
3. Thiruneermalai TP 2006-07 6,33,100 3,16,550 2,66,000 50{550 16
4. Thrunageswaram TP 2006-0/7 7,14,540 3,57,270 1,79]000 1,78,27050
2007-08 7,17,200 3,58,60( 3,01,949 56,661 16
5. Thiruvidaimaruthur TP
2008-09 7,17,200 3,58,60( 3,00,0Q90 58,600 16
2005-06 5,11,600 2,55,80( 1,95,0Q0 60,8P0 24
6. Thiruvaiyar TP
2007-08 5,11,600 2,55,80( 2,00,000 55,800 22
7. Adirampattinam TP 2008-09 9,40,440 4,70,2R0 1,45,000 3,25|220 69
8. Pothanur TP 2006-071 6,93,760 3,46,880 1,46,000 2,00{880 53
9. Naranammalpuram TP 2007-08 5,25,340 2,62,670 81,000 1,81,67069
2006-07 8,71,680 4,35,84( 2,29,779 2,06,061 47
10. | Keelapavoor TP
2007-08 8,71,680 4,35,84( 2,38,165 1,97,675 45
Total 19,79,478

TP =Town Panchayat

82



Appendix 3.1

(Reference: Paragraph 3.1.1; Page 44)

L oss of revenue due to non-collection of
scavenging fee and administrative char ges

Appendices

SI.No. | Category Numbers Rate per Number of | Lossof
in existence | month months revenue
(inrupees) | (April 2003 | (Rupees
toMarch in lakh)
2009)
1. Marriage hall 10 500 * 72 3.6(
2. Restauran 8 1,00C 72 5.7¢
3. Big industries 7 1,000 72 5.04
4. Small hotels and 48 250 72 8.64
tea stalls
5. Wine shops 12 1,00( 65 7.8C
(Administrative (November
charges) 2003 to
March
2009)
Total 30.84

* By adopting one marriage per month per hall.
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Appendix 3.2
(Reference: Paragraph 3.1.3; Page 46)
L oss of revenue due to non-collection of lease rent

(In Rupees)
SI.No Period Amount* No of months Leaserent to be paid
1 01.04.1995 to 31.03.1998 12,640 36 4,55,040
2 01.04.1998 to 31.03.2001 14,536 36 5,23,296
3 01.04.2001 to 31.03.2004 16,716 36 6,01,776
4 01.04.2004 to 31.03.2007 19,223 36 6,92,028
5 01.04.2007 to 31.03.2009 22,106 24 5,30,544
Total Rs28,02,684
or
Rs28.03 lakh
* Amount of lease rent for 7,022 sq. ft to be recedds calculated on the basis of lease

rent of Rs 5,400 per month for the allotted ared,000 sq. ft.

84



Appendix 3.3
(Reference: Paragraph 3.1.4; Page 46)

Non-realisation of revenue due to non-levy of tax on vacant land

Appendices

Description Extent of vacant land (in Sqg. Ft.)
Phase |

Shop site 1 39,181
Shop site 2 42,039
Shop site 3 13,778
Shop site 5 64,691
Shop site 6 94,723
Shop site 7 20,329
Shop site 8 47,232
Total Area 3,21,973
Phasell

Commercial Site 1 81,645
Commercial Site 2 22,284
Commercial Site 3 9,946
Commercial Site 4 18,923
Commercial Site 5 13,186
Commercial Site 6 5,920
Commercial Site 7 1,00,729
Commercial Site 8 21,213
Commercial Site 9 7,319
Commercial Site 10 7,632
Commercial Site 11 42,195
Commercial Site 12 38,750
Commercial Site 13 2,422
Commercial Site 14 4,133
Commercial Site 15 4,650
Commercial Site 16 2,066
Commercial Site 17 4,844
Commercial Site 18 1,679
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Description Extent of vacant land (in Sqg. Ft.)
Commercial Site 19 3,778
Commercial Site 20 4,058
Commercial Site 21 1,378
Commercial Site 22 1,550
Commercial Site 23 2,153
Commercial Site 24 2,153
Commercial Site 25 3,444
Commercial Site 26 4,305

Total Area 4,12,355

Vacant Land Tax to belevied
Phase |

Total Area i.e. 3,21,973 sq. ft. X Rs 18 per sox ft
oneper cent x 21 Half years :Rs 12,17,058
(from October1998 to March 2009)

Phasell

Total Area i.e. 4,12,355 sq. ft. X Rs 18 per sox ft
oneper cent x 21 Half years : Rs 15,58,702
(from October 1998 to March 2009)

Grand Total : Rs27,75,760 or Rs27.76 lakh
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(Reference: Paragraph 4.1.1; Page 53)

Appendices

Organogram of Panchayat Raj I nstitutions

Principal Secretary, Rural Development
and Panchayat Raj Department

A 4

Commissioner, Rural
Development and
Panchayat Raj

A 4

District Panchayat
Council — Chairman
(Elected
Representative)

A 4

Panchayat Unio
Council — Chairman
(Elected
Representative)

A

Village Panchayat
President — Executive
Authority (Elected
Representative)

A\ 4

Commissioner, Rural
Development and
Panchayat Raj

A 4

District Collector and
District Rural
Development Agency

Secretary,
District Panchayat

A 4

Block Development
Officer

A 4

Block Development
Officer (Village
Panchayats)
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Appendix 4.2
(Reference: Paragraph 4.4.1; Page 58)

Fundsflow chart to Panchayat Raj I nstitutions

Bio-gas,
Chullah and
Central ,
Gol Finance GTN
Commission
Centrally
Sponsored Scheme funds
Schemes
A 4 v
DRDA [« CRDPR
Assigned Revenue,
Statutory Grants and
Ad hoc Grants
v
DISTRICT
COLLECTOR
v v
v \4 A
VILLAGE PANCHAYAT DISTRICT
PANCHAYATS UNIONS PANCHAYATS
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(iii)
(iv)
(v)
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Appendix 4.3
(Reference: Paragraph 4.8; Page 64)
Types of Accounts maintained by Panchayat Raj Institutions

Village Panchayats

Village Panchayat Fund Account
Village Panchayat payments to TNEB and/or TWBDard Account

Village Panchayat Scheme Fund Account

Village Panchayat National Rural Employmenta@antee Scheme (NREGS) Account

Panchayat Unions

General Fund Account — LF-I
Education Fund Account — LF - IlI
Nutritious Meal Fund Account
Scheme Account

Provident Fund ‘T’ Deposit Account

Besides the above, two more accounts are also anaak according to necessiy.,

>
>

(©
(i)
(ii)

Village Panchayat Consolidated Fund Account
NABARD (10 per cent) Account

Didgtrict Panchayats

General Fund Account

Scheme Fund Account
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Appendix 4.4

(Reference: Paragraph 4.8.2; Page 66)

Non-claim of interest on Provident Fund (PF) of Panchayat Union Employees

S Name of the Total PF claimed | PF not Number | Number
No. | Panchayat Union | number of | but not claimed of of death
employees | received retired | cases
from DLFA cases
1. Sulthanpet 17 1998-99 to | 2005-06 to 10 2
2004-05 2008-09
2. Koliyanur 4 1993-94 to | 2007-08 to 2 -
2006-07 2008-09
3. Kanai 9 2004-05 to | 2008-09 2 1
2007-08
4, Narikudi 8 2004-05 to - 2 -
2008-09
5. Aruppukottai 54 2006-07 to - 50 1
2008-09
6. Watrap 20 1994-95 to - 9 -
2008-09
7. Srivilliputhur 27 2001-02 to - 17 3
2008-09
8. Kallakurichi 13 1993-94 to | 2001-02 to 6 -
2000-01 2008-09
9. Sathur 11 2007-08 2008-09 - -
10. Melmalaiyanur 8 2000-01 to | 2007-08 - -
2006-07 and
2008-09
11. Annur 46 1989-90 to | 2007-08 32 1
2006-07 and
2008-09
12. Madhukarai 19 - 2007-08 15 -
and
2008-09
13. Gudimangalam 24 1993-94 to| 2007-08 19 -
2006-07 and
2008-09
14. Tiruppur 28 1993-94 to | 2008-09 18 2
2007-08
15. Kinnathukadavu 26 - 2007-08 12 -
and
2008-09
Total 194 10
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(Reference: Paragraph 5.1.1; Page 70)

Appendices

Excess payment of NABARD L oan and Interest

(In Rupees)
L oan Interest paid
Due Date Outstanding Principal paid | at 11.5 per cent
per annum
30.06.2003 3,05,673 21,834 52,728.59*
31.12.2003 2,83,839 21,834 16,320.74
30.06.2004 2,62,005 21,834 15,065.29
31.12.2004 2,40,171 21,834 13,809.83
30.06.2005 2,18,337 21,834 12,554.38
31.12.2005 1,96,503 21,834 11,298.92
30.06.200 1,74,66! 21,83¢ 10,043.4
31.12.200 1,52,83! 21,83¢ 8,788.0:
30.06.200 1,31,00: 21,83¢ 7,532.51
31.12.200 1,09,16 21834 6,277.11
30.06.200 87,33 21,83« 5,021.6!
31.12.2008 65,499 21,834 3,766.19
30.06.2009 43,665 21,834 2,510.74
31.12.2009 21,831 21,831 1,255.28
Total 3,05,673 1,66,972.80
* Interest at 11.er cent per annum for 18 months from
1 January 2002 to 30 June 2003.
Excess loan amount paid :Rs 3.06 lakh
Interest on excess loan amount :Rs 1.67 lakh
Balance unspent of Jfir cent contribution :Rs 1.2&lh
Total amount to be reimbursed to Panchayat Union : Rs 6.09 lakh
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