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PREFACE

This Report for the year ended March 2015 has been prepared for
submission to the Governor of Andhra Pradesh under Article 151 of
the Constitution of India.

The Report contains significant results of the performance audit and
compliance audit of the Departments of the Government of Andhra
Pradesh under the Economic Services including Departments of
Agriculture; Rain Shadow Area Development; Agriculture Marketing
and Co-operation; Animal Husbandry, Dairy Development and
Fisheries; Energy, Infrastructure and Investment; Environment,
Forests, Science and Technology; Industries and Commerce,
Information Technology, Electronics and Communications; Water
Resources; Public Enterprises; and Transport, Roads and Buildings.
However, the other Departments are excluded and covered in the
Report on General and Socia Services.

The instances mentioned in this Report are those, which came to
notice in the course of test audit for the period 2014-15 as well as
those which came to notice in earlier years, but could not be reported
in the previous Audit Reports, instances relating to the period
subsequent to 2014-15 have also been included, wherever necessary.

The audit has been conducted in conformity with the Auditing
Standards issued by the Comptroller and Auditor General of India.
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Chapter-1
Overview of Economic Sector

11 I ntroduction

Andhra Pradesh State has a population of 4.96 evithegeographical area of
1,62,970 sg.kms. For the purpose of administrativere are 33 Departments
at the Secretariat level headed by Principal SaxdestSecretaries who are
assisted by Directors/Commissioners and Subordinfiteers under them.

This Report covers the functioning of 11 Departraeoft Economic Sector

listed in Table 1.1. This is the first Audit Repon Economic Sector of the
AP State after the State’s bifurcation. The Audéport in respect of the
Economic Sector of Telangana is being presentearaeghy.

12 Expenditure of Economic Sector Departments

Expenditure incurred by the Departments duringgeeod 2010-15 is given
in Table 1.1.

Table 1.1 — Table showing the expenditure duringlPo15
®incrore)

E Name of the Department 2010-11 | 2011-12 | 2012-13 | 2013-14 | 2014-15*

I

Agriculture®
Rain Shadow Area Development

Agriculture Marketing &

Co-operation

Animal Husbandry, Dairy 567.70 729.58 830.61 839.18 715.35
Development& Fisheries

Energy, Infrastructure & Investmén 3696.98 4367.68 6249.03 7553.28 14476.96
Environment, Forests, Science and  277.56 343.01 391.25 399.56 290.60
Technology

Industries and Commerce 448.45  380.74 760.53 705.66 2464.64

Information Technology, Electronic 24.53 57.72 199.37  155.10 127.02
and Communications

2270.40 333454 3633.36 2874.65 9258.24

Water Resourcés 15710.87 17787.39 19704.27 18760.67 9378.12
Public Enterprises 1.28 1.46 1.40 1.44 1.22
Roads & Building$ 227295 3043.04 4188.66 4948.75 5969.18
25270.72 | 30045.16 | 35958.48 | 36238.29 | 42681.33

* These figures represent the expenditure figofeke erstwhile composite AP State from 01 April
2014 to 01 June 2014 and of residuary AP State Bardune 2014 to 31 March 2015

(Source:Appropriation Accounts of Government of Andhra Rasiu for the relevant years)

The expenditure of Agriculture, Rain Shadow Absavelopment and Agiculture Marketing
is covered under Grant No. XXVIlI — Agriculture anke expenditure of Co-operation
Department is covered under Grant No. XXX
These figures represent the expenditure on Enemgly The expenditure of Infrastructure
& Investment is covered under Grant No. XI — Rod&ls|ding and Ports
formerly the Irrigation & Command Area Developrm@&epartment

These figures also include the expenditure oragtfucture & Investment
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Of the 11 Departments with a total expenditur& ef2681.33crore covered
in this Report, the major portion of expenditureswacurred by the Energy
Department (33.9%er cen}, the Water Resources Department (21p@&r
cen), the Agriculture (21.6%er cen} and the Roads and Buildings and the
Infrastructure and Investment (13.9@r cen} Departments during 2014-15.

13 About this Report

This Report of the Comptroller and Auditor Generalndia (CAG) relates to
matters arising from the audit of 11 Government @#pents and
Autonomous Bodies under the Economic Sector. Ca@anpé Audit covers
examination of the transactions relating to expemdiof the audited entities
to ascertain whether the provisions of the Cortsbituof India, applicable
laws, rules, regulations and various orders andruagsons issued by
competent authorities are being complied with. &temince Audit examines
whether the objectives of the programme/activitp@ement are achieved
economically, efficiently and effectively.

14 Authority for audit

The authority for audit by the CAG is derived frdfrticles 149 and 151 of
the Constitution of India and the Comptroller anddfAor General's (Duties,
Powers and Conditions of Service) Act, 1971 (DP®).ACAG conducts audit
of expenditure of the economic sector Departmemtthe Government of
Andhra Pradesh under Sectior? b8 the DPC Act. CAG is the sole auditor in
respect of folt autonomous bodies which are audited under Secfi6(®)y
19(3f and 20(1y of the DPC Act. In addition, CAG also conducts iaad
other autonomous bodies under Section'®1df DPC Act which are
substantially funded by the Government. Principd@sl methodologies for

Audit of (i) all transactions from the Consolidateund of the State, (ii) all transactions
relating to the Contingency Fund and Public Accewartd (iii) all trading, manufacturing,
profit and loss accounts, balance sheets and dahbsidiary accounts kept in any
Department of a State

® AP Electricity Regulatory Commission (APERC) undgection 19(2), AP Khadi and
Village Industries Board (APKVIB) under Section 39(Environment Protection Training
and Research Institute (EPTRI) under Section 2@() AP Compensatory Afforestation
Fund Management and Planning Authority (AP Staté/®A) under Section 20(1) of DPC
Act

Audit of the accounts of Corporations (not be@gmpanies) established by or under law
made by the Parliament in accordance with the prong of the respective legislations
Audit of accounts of Corporations (not being conipsa) established by or under law made
by the State Legislature in accordance with the&ipions of respective legislations.

Audit of accounts of any body or authority on tiegquest of the Governor, on such terms
and conditions as may be agreed upon between tiee &8 the Government

19 Audit of all receipts and expenditure of (i) anydy or authority substantially financed by
grants or loans from the Consolidated Fund andafiy body or authority where the grants
or loans to such body or authority from the Comated Fund in a financial year is not less
than¥ one crore

8

9
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various audits are prescribed in the Auditing Séads and the Regulations on
Audit and Accounts, 2007 issued by the CAG.

15 Planning and conduct of audit

The primary purpose of this Report is to bring b@ thotice of the State
Legislature, the important results of Audit. AudgiStandards require that the
materiality level for reporting should be commemder with the nature,

volume and magnitude of transactions. Findings afliA are expected to

enable the Executive to take corrective actionlas & frame policies and

directives that will lead to improved Financial Maement of the

Organisations, thus contributing to better govecean

Audit process starts with the assessment of rs&sd by various Departments
of Government based on expenditure incurred, afitidcomplexity of
activities, level of delegated financial powerssessment of overall internal
controls and concerns of stakeholders. PreviousitAfiiddings are also
considered in this exercise. Based on this riskssssent, the frequency and
extent of Audit are decided.

After completion of Audit, Inspection Reports cantag Audit findings are
issued to the heads of Departments who are reqLsternish replies to the
Audit findings within one month of receipt of theaspection Reports.
Whenever replies are received, Audit findings aitbee settled or further
action for compliance is advised. Important Audiservations arising out of
these Inspection Reports are processed for inclusiothe Audit Reports
which are submitted to the Governor of the StatdeurArticle 151 of the
Constitution of India. During 2014-15, audit of mars Departments/
Organisations under Economic Sector were audited 353 Inspection
Reports containing 978 Paragraphs were issued.

16 Responseto Audit

16.1 Performance Audit and Compliance Audit observations

One Performance Audit report and five CompliancediAuParagraphs
included in this Audit Report were forwarded derffietally to the Principal
Secretaries/Secretaries of the Departments cortemieveen September and
November 2015 with a request to send their respons&vernment/
Department’s responses had been received for tQempliance Audit
Paragraphs. An Exit Conference was held in respietie Performance Audit
with Government representatives in December 20l1%®spBnses of
Government/Departments have been taken into acaoshihe finalising this
Report.
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16.2 Follow-up on Audit Reports

Finance and Planning Department issued (May 198S)ructions to all
Administrative Departments to submit Action Takeot®s (ATNsS) on the
recommendations of the Public Accounts Committe&QPrelating to the
paragraphs contained in Audit Reports within sixaths. Audit reviewed the
outstanding ATNs as of 31 December 2015 on thegpapas pertaining to
Economic Sector Departments included in the Repafrtee Comptroller and
Auditor General of India, Government of Andhra Rstd (paragraphs
pertaining to the present Andhra Pradesh State) fauohd that two
Departments did not submit ATNs for the recommendations peitej to
seven audit paragraphs discussed by PAC.

1.6.3 Outstanding repliesto I nspection Reports

The Accountant General (E&RSA), Andhra Pradesh @ethngana (AG)
arranges to conduct periodical inspections of tbggBhment Departments to
test check transactions and verify maintenancenpbrtant accounts and other
records as prescribed in the rules and proceddresse inspections are
followed up with Inspection Reports (IRs) incorparg irregularities detected
during the inspection and not settled on the spbich are issued to the heads
of the offices inspected with copies to the nexghlr Authorities for taking
prompt corrective action. The heads of the offiG@slernment are required to
promptly comply with the observations containedtie IRs, rectify the
defects and omissions and report compliance throefires. Serious financial
irregularities are reported to the heads of Depantshrand the Government.

2172 IRs containing 6854 paragraphs issued uptaciMad1l5 were pending
settlement as of 30 September 2015. The Departwisatdetails are given in
Appendix-1.1 This large pendency of IRs, due to non-receipteplies, was
indicative of the fact that heads of offices anadsof Departments did not
initiate appropriate and adequate action to rec¢hiy defects, omissions and
irregularities pointed out by audit in the IRs.

17 Significant Audit Findings
Performance Audit

I mplementation of Schemesin Animal Husbandry Department

The Animal Husbandry (AH) Department implementsesaly schemes for
development of livestock and providing veterinaealthcare. The activities of
the Department are oriented towards improving thagction potential of

1 Water Resources Department: 5 ATNs and Animalbidodry, Dairy Development and
Fisheries Department: 2 ATNs
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cattle and buffaloes by way of breed upgradationyiding preventive and

curative health care to livestock, and spreadingramess among farmers on
profitable livestock production/rearing. Performan&udit was conducted to
evaluate the implementation of (i) Supply of milhimals schemes, (ii) Calf
feed/rearing programmes, and (iii) Sheep and geaeldpment schemes
covering the five year period 2010-15.

Major audit findings on implementation of schemesas follows:

>

Adequate publicity was not given for generating awaess among
potential beneficiaries about the schemes desprailability of funds
and display centres were not set up to reduce tr@est to beneficiaries.
As a result, some of the animal development scherdieks not attract
adequate response from potential beneficiaries.

Despite good response from beneficiaries, scheniles ‘Supply of 1+1
Milch Animals’ and ‘Supply of two Milch Animals’ amed at providing
sustainable income to BPL families, and ‘Mini Dairynits Scheme’ to
encourage rural youth to take up dairying activisewere discontinued
after 2013-14 without any recorded reasons, indiogtlack of long term
objective/planning on part of the Department in irgmentation of these
schemes.

In ‘Supply of 1+1 Milch Animals’ scheme, the Depantent supplied only
one animal to 7681 (91 per cent) beneficiaries attte objective of
providing sustainable income generation to the BRieneficiaries by
supplying two animals was not fulfilled.

In Mini Dairy Units (MDUs) scheme, 66 per cent ofhé approved
beneficiaries did not establish the units and noargtion of loans to the
selected beneficiaries by banks was one of the maasons for non-
achievement of targets under the scheme.

In implementation of MDUs scheme, deficiencies likeeneficiaries
taking back their contribution due to non-supply ofnimals at the
agreed rates, short supply of cattle feed to thdunted animals and non-
enrolment of female calves of the beneficiaries weroticed.

The Medium Dairy Units scheme, which was aimed atvdloping model
dairy farms/commercial dairy enterprises and incseag milk
production in the State, was largely a failure due high investment
required of the beneficiaries coupled with wrong lsetion of
beneficiaries and failure of the Department to fditate bank loans to the
selected beneficiaries. As a result, only 6 uniteres established in test
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checked districts against a target of 84 and théame was discontinued
while unutilised funds were diverted to other sches

» The Department introduced ‘Calf Rearing (SunandinBrogramme’ in
2013-14 with a view to increase the number of ldeias and milk
production by bringing early maturity in female caés through supply of
nutritional feed. Only nine per cent of the calvdsorn from artificial
insemination were covered under the scheme and resti enrolments
were made thereafter to cover the remaining 91 pegnt calves,
indicating lack of long term planning to achieve ¢hintended objective.

» Though timely supply of the stipulated quantitie$ outritional feed to
the calves was the key for achievement of the dipjecunder the ‘Calf
Rearing (Sunandini) Programme’, Audit noticed defencies like
delayed/short supply of feed in the first year afeenrolment and non-
supply of feed in second year, non-recording of gtb pattern of
enrolled calves, etc., due to which the objective tbe scheme was
defeated.

» There was shortage of veterinary staff which wasvatsely affecting the
functioning of the Department and implementation éfestock schemes
at ground level.

[Paragraph 2.1]
Compliance Audit
Finance Control Mechanism in Pay & Accounts Offices

Pay and Accounts Officers (PAOs)/Assistant PAOs ABB) conduct pre-
check of bills submitted by the Drawing and DislngsOfficers (DDOSs) of
various Public Works Departments, make paymentsnpde monthly
accounts and render the same to the Accountantréeff&E). The PAO
system was to enforce financial discipline in Goweent expenditure through
adherence to financial rules, budgetary controisgd dy ensuring that
expenditure is incurred in accordance with sanstiointhe Legislature. Audit
examined functioning of six selected PAOs coverihg five years period
2010-15.

Major Audit findings are summarised below:

» Though one of the important functions of PAOs wae tee that no
payment is made in excess of the funds released,tdst checked PAOs
paid bills amounting to& 171.39 crore in excess of the Letters of Credit
issued by the Heads of Departments.
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The PAOs accepted Bank Guarantees (BGs) insteademand Drafts
for works costing less than¥ 50 lakh in 112 works contrary to
Government orders. The present system of monitgraf BGs was found
to be deficient and not protective of Governmenterest, as the PAOs
simply returned 1078 BGs valuing® 275.83 crore to the respective
Departments for renewal, but did not watch theirtaal renewal.

In the test checked PAOSs, Miscellaneous Public We&rRdvances of

< 43.61 crore, Land Acquisition advances & 18.80 crore and PWD
Deposits of & 97.28 crore were pending clearance and there was no
monitoring/pursuance by the PAOs with the respeetiepartments in
this regard.

Internal control in the PAO system was deficient tieere were shortfalls
in inspections of subordinate offices by the Directand Joint Directors
of Works Accounts and inspection of DDOs by the P&i\Gand 1318
Audit Notes issued by the Accountant General invoty & 130.12 crore
were pending for want of remedial action/replies the PAOs.

[Paragraph 3.1]

In distribution of Zinc Sulphate by AP State Co-omdive Marketing
Federation Limited, there were deficiencies like monaintenance of
beneficiary details, issue of zinc in excess of {hrescribed ceiling and
furnishing of Utilisation Certificates without actal distribution,
indicating lack of transparency/monitoring over zendistribution.

[Paragraph 3.2]

Post tender waiver of tender discount for both tadditional works as
well as the original work contrary to codal provais in the work of
‘Providing road connectivity from Venkatachalam t&rishnapatnam
Port’ vitiated the spirit of competitive bidding a@nresulted in extra
expenditure of & 19.26 crore to Government and undue favour to
contractor.

[Paragraph 3.3]

Post tender alteration to the agreement clausesatiely to recovery of
Value Added Tax in 11 contracts pertaining to Krish Delta
Modernisation works, resulted in unwarranted finared commitment of
< 12.12 crore on public exchequer and undue benefitthe contracting
agency.

[Paragraph 3.4]

Page 7



Audit Report (Economic Sector) for the year endecidh 2015

> Not considering the saving o¥ 8.24 crore due to post tender reduction
in canal length and allowing additional payment of 5.19 crore for
controlled blasting in Package No.17 of Handri Niv@ujala Sravanthi
project (Phase-Il) resulted in undue benefit to thegency and extra
expenditure to the Department.

[Paragraph 3.5]
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Chapter-2

Performance Audit

Animal Husbandry, Dairy Development and Fisheries
Department

21 Implementation of Schemes in Animal Husbandry
Department

211 Introduction

The Animal Husbandry (AH) Department implementsesal schemésfor
development of livestock and providing veterinaealthcare. The activities of
the Department are oriented towards improving thedyction potential of
cattle and buffaloes by way of breed upgradationyiging preventive and
curative health care to livestock, and spreadingramess among farmers on
profitable livestock production/rearing.

2.1.2  Organisational set up

The AH Department is headed by Principal Secretdryecretariat level.
Activities of the Department are overseen by thee@or, who is assisted by
two Additional Directors and 15 Joint Directors §)0two in the Directorate
and 13 at district level). The JDs in the distéce supported by Deputy
Directors/Assistant Directors, Veterinary AssistaBurgeons and other
veterinary/livestock officers to carry out the was$ activities of the
Department at ground level.

2.1.3  Audit objectives

The Performance Audit was aimed to assess whether:

* Planning for execution of the schemes was donetefédy;
* implementation of the schemes was based on thengcgaidelines;
* implementation achieved the objectives of the retspe schemes; and

* proper internal control system was in place and itoong was
effective.

! (a) Economic support schemes like supply of milmtimals, sheep, calf feed, etc.;
(b) Support schemes to enhance productivity of éodand feed, silage making units;
(c) Animal health and support services like cadihel sheep insurance, veterinary services;
and (d) Infrastructure development schemes likengthening and construction of
veterinary institutions
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2.1.4 Audit criteria

The Performance Audit was conducted with referancthe following audit
criteria:

* Operational Guidelines of the respective schemes
* Government Orders and instructions/circulars isstmd time to time
» Departmental Manuals

215  Scopeand methodology of audit

The Performance Audit was conducted on the impleatiem of (i) Supply of
milch animals schemes, (ii) Calf feed/rearing pamgmes, and (iii)) Sheep and
goat development schemes covering the five yeaogp@010-15. During the
period 2010-15, total expenditure §f199.28 crore was incurred on the above
schemes.

Table 2.1 — Expenditure incurred on schemes durid@10-15
(Rincrore)

Sheep and Goat
Development

Year
Budget BL_u_jget Balance Budget BL_u_jget Balance Budget BL_quet Balance Budget BL_u_jget B
released utilised released utilised released utilised released utilised

36.80 3432 257 023 014 009 196 186 010 39.08 3632 276
78.38 3991 3847 059 032 027 837 802 035 87.34 4825 39.09
49.71 4635 336 030 022 008 971 352 619 5972 50.09  9.63
26.64 2622 042 2533 2007 526 0.63 047 016 5260 4676 5.84
0.00 000 000 3331 1748 1583 038 0.38 000 33.69 17.86 15.83

Note: The above position depicts figures of the combiA&d State upto the date of State
bifurcation (02 June 2014) and figures of the pnesd® State thereafter.

(Source:Information furnished by the Department)

Supply of Milch Animals | Calf Feed Programme Grand Total

Records of the Directorate, féuout of 13 district offices (JDs) and two
Deputy/Assistant Directors of each selected dist@ected through random
sampling method (on the basis of district wise exere) were audited
during February to July 2015. In addition, @&r centVeterinary Institutions

in each selected district were also test checlkedEntry conference was held
(March 2015) with the Department wherein the olyest scope and
methodology of the Performance Audit were discussa&d Exit Conference

was held in December 2015 with the Joint SecretArymal Husbandry,

Dairy Development and Fisheries Department, Diredb AH and other

officers of the Department, wherein the audit obsgons and

recommendations were discussed. The replies givenngl the Exit

Conference have been taken into account while iagivat the audit

conclusions.

2 Ananthapuramu, Chittoor, Guntur and Kurnool
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216 Audit constraints

In the district offices and also in the Directorapeoper documentation in
respect of implementation of schemes, selectiobeokeficiaries, beneficiary-
wise sanction files, correspondence with banks;aues of the schemes, etc.
were lacking and scheme-wise registers were necpbed/maintained. As a
result, audit examination was restricted only tee thmited files and
correspondence available with the test checkeddisffices.

Audit findings

The deficiencies noticed in implementation of th®ae mentioned schemes
are discussed in the succeeding paragraphs.

2.1.7  Supply of milch animals®

To generate regular income among below poverty (BBL) farmers/Self
Help Groups (SHGSs), the Department implemented fulosidised schemes
with funds received from Gol under Rashtriya Kristikas Yojana (RKVY),
Prime Minister (PM)’s Package and Chief MinisteM)& Package, as shown
below:

Scheme details Sour ce of Gover nment Y ear s of
funding Subsidy implementation

Supply of 1+1 milch animal RKVY, 50% of unit 2007-08 to
scheme PM package, cost 2013-14

Two milch animals/pregnant and

COENIgliECOREIEISEICE CM package

supplied with a gap of six

months (first animal is supplieq

initially and the second animal

after six months) to BPL

farmers on subsidy.

Supply of two Milch Animals RKVY 50% of unit 2012-13to

Two milch animals/pregnant cost 2013-14
cows or buffaloes/heifers are

supplied as a unit to BPL
farmers on subsidy.

Mini Dairy Units RKVY 25% of unit 2010-11 to

Five milch animals are supplie cost 2013-14
to unemployed youth,

experienced farmers and SHG

on subsidy.

Medium Dairy Units RKVY % 2.5 lakh 2012-13to

20 milch animals are supplig per unit 2013-14
to educated unemployed yo
and women SHGs on subsidy

% Milch animal : Lactating (milk giving) buffaloesers
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The non-subsidy portion under the above schemestwdse met by the
beneficiaries with their own money and/or from béwdns.

2.1.7.1 Inadequate Publicity

As per the scheme Guidelines, the AH Departmethieismplementing agency
and a District Level Committee under the chairmgnsli District Collector
oversees the scheme implementation at districl.l&dequate publicity was
to be given by the Department regarding the schemlegibility criteria,
method of submitting applications, etc. for awassneof the potential/
interested beneficiaries. Beneficiaries were tosbkected by Mandal Level
Committees (headed by Mandal Parishad Developm#icet) by conducting
Gram Sabhas in the selected villages. The Didtegel Committee under the
chairmanship of District Collector finally approvéise list of beneficiaries
selected by Mandal Level Committees. During 2010-dBimals were
supplied to 10199 beneficiaries in the test cheattistticts under different
milch animal schemes and subsidy¥df1.83 crore was utilised.

Audit noticed that despite availability of fundéetDirector of AH had not
released any funds to the test checked districtspfoviding publicity.
No records about conducting Gram Sabhas for sefeati beneficiaries,
applications received/rejected and publicity givey the Department for
generating awareness among potential beneficiarege found either in the
Directorate or in the test checked districts. Pampalgs 2.1.10.1 and 2.1.11 of
this Report bring out the issues of some of thesws not attracting adequate
response from potential beneficiaries.

Though the Department replied that publicity wagegithrough pamphlets,
local print media, radio, etc., Audit noticed timat expenditure was incurred
towards publicity and no records were availablesupport of the reply. The
Department accepted that no expenditure was intwnepublicity and that
documentation was lacking.

21.7.2 Selection of beneficiaries

Though the guidelines of milch animals schemesuktipd selection of
beneficiaries in Gram Sabhas, in Anantapuramu, t@it and Kurnool

districts, no record/information about conductingu@ Sabhas for selection of
beneficiaries was available either with the JDswoth the test checked
ADs/DDsl/veterinary institutions.

Further, the details of applications received, ptax and rejected during
selection of beneficiaries were not available ity afh the four test checked
districts, due to which there is no assurance tti@selection of beneficiaries
was done in a transparent manner.
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2.1.7.3  Procurement and supply of milch animals

For supply of milch animals to the beneficiariedeseed under various
schemes, the Department procured milch animalsddwes/buffaloes/heifers
from other States by concluding Rate Contract (R@h supply firms
selected after tender process. Audit observed olewing deficiencies in
procurement and supply of milch animals:

(i) Procurement of over-aged animal3he Scheme guidelines prescribed that
age of the milch animals at the time of supply $thowot be more than 60
months in case of buffaloes and 48 months in chsews. A condition to this
effect was also included in the RCs concluded aitimal supply agencies.
This was to ensure that the inducted animals gsseirad yield of milk for
longer duration. Audit noticed that 773 out of 63#arfaloes and 430 out of
7722 cows supplied in test checked districts duéf@0-15 were overaged,
age of these animals ranging from 65 to 93 monthsase of buffaloes and
53 to 78 months in case of cows. Thus, the guidslin this regard were not
followed and assured milk yield for maximum perigds not ensured.

During the Exit Conference, the Department replieat over-aged animals
were procured in some cases as the beneficiaressehover-aged animals.
The reply is not acceptable since the scheme gonefeand terms of RCs were
specific about the age criteria, the Departmenukhaot have allowed the
supply agencies to offer/supply over-aged aninalzeneficiaries.

(i) Transportation of animals: As per guidelines and the terms and
conditions of RCs concluded with the supplierss ithe responsibility of the
supplying agencies to arrange transportation ahals from source point to
the beneficiary village by train/trucks. The Depaeht pays transportation
charges to the suppliers at the rates stipulatédermuidelines/RCs from time
to time. The charges payable depends on the typmiofaf, actual distance
and mode of transport (train or truck). As per Rt for the period 2010-12,
the rates fixed for transportation of a milch animarail was¥ 2.80/Km and
by road wag 3.50/Km. RCs concluded with supply firms stiputhtbat in
case of transportation of animals by trucks the fshould submit way bills, a
route map, details of truck number and meter regdalong with invoice as
proof of transportation. In case of transportation rail, the firm should
submit copies of railway receipts.

During 2010-15, the Department inducted 14069 alsinmafour test checked
districts and pai® 3.09 crore towards their transportation. A testcg&hef

286 invoices/delivery challans (selected randoméyealed that in all these
delivery challans, transportation charg€9(35 lakh) were claimed and paid

* Milch animal, pregnant milch animal, heifer or gmant heifer

Page 13



Audit Report (Economic Sector) for the year endedidh 2015

at rates applicable for transportation by truckg,veay bills were not enclosed
in any of them. Truck numbers were noted in only(89per cen} delivery
challans and meter readings were not noted in dniyhem. Despite non-
submission of way bills/railway receipts, bills wgrassed and transportation
charges paid based on road transportation ratésouviverifying actual mode
of transportation used and the distance covered.

The Department replied that transportation chargese paid based on the
distance as per Google maps and that their staf m@ aware of the
stipulation relating to way bills. The reply is rastceptable since Google maps
show only the distance but cannot be taken as mioactual transportation or
for the mode of transport. Payment of transpontatibarges without proof of
transportation indicates lack of transparency avsbibility of fraud.

(i) Non-establishment of display centre#fter finalisation of tenders for

supply of milch animals and placing the supply osden supplier firms, a

committee of technical experts of the Departmergityvi the place of

procurement along with supplier firms to chooseliteed and also to examine
the biological features like health, milk yield,cefThe beneficiaries may
accept the breed supplied by the Department ornaggany the committee, at
their own cost, to choose the animals of their obogither personally or
through their representative. The Government iottdi (May 2012) the

Department to call for tenders from milch animapglier firms to establish

display centres in the State to enable the farmmko®se the breed of their
choice instead of travelling to other States, thgreeducing the financial

burden on them. Audit noticed that even after tlyes's, display centres were
not established (June 2015) due to non-finalisatiomodalities of tendering

process.

The Department stated that display centres werebeoeficial either to the
suppliers or to the farmers and hence not impleetenThe reply is not
acceptable since non-setting up of display centvas in contravention of
Government orders and the benefits of display eentrould be known only
after their setting up. The Department neither @etdisplay centres nor
explored other methods to facilitate beneficialieselection of appropriate
breed. It is pertinent to note that only 303 centand 25per centtargets

were achieved in Mini Dairy Units and Medium Daikynits schemes
respectively, as discussed in subsequent Parageapi$.1 and 2.1.11.

(iv) Acknowledgements from beneficiariesTest check of 286 delivery

challans revealed that in 112 cases, though theasiwere shown as handed
over to beneficiaries, acknowledgement (signatthresib impression) of

beneficiaries in token of receipt of the animal evarot obtained, in the

absence of which actual delivery of animals togbkected beneficiaries could
not be established.
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During the Exit Conference, the Department accephbedaudit observation
and stated that acknowledgements would be obtamiedure.

(v) Lack of follow-up on inducted animalsAs per the guidelines of milch
animal schemes, the Department shall give techgugiglance required by the
beneficiaries on the follow-up measures to be tadesr induction of animals
to ensure that all the inducted milch animals comcewithin three-four
months by making frequent visits to the benefieiariGuidelines prescribed
maintenance of a ‘follow up register’, for recorglidetails of follow up action
taken in respect of each inducted animal. Howemer follow-up registers
were maintained in any of the test checked distridthus, there was no
effective monitoring by the Department over thecoutes of the milch animal
schemes.

2.1.8  Supply of 1+1 Milch Animals Scheme

The 1+1 milch animals scheme was being implemesiteze 2007-08. Under
this scheme, beneficiaries from BPL families arleted and supplied with
two milch animals with a gap of six months at p& centsubsidy. The
beneficiaries were to bear the remaining cost eir thwn or from bank loans
for each animal at the time of supply.

In the four selected districts, as against a ttaajet of 6770 milch animals,
the Department had supplied 9219 animals durin@-2%L

Audit noticed the following deficiencies in implentation of this scheme:

» The scheme guidelines stipulated supply of two atémto each
beneficiary since maintenance of one milch animak wot considered
economically viable. Thus, supply of two animalaswkey to provide
sustainable income generation to beneficiariesomFthe ‘45 column
register of inducted animals’ maintained by the &&pent, Audit noticed
that though the Department supplied 9219 animaldeuri+1 milch
animals scheme during 2010-15, out of the 8450 fixaees covered
under the scheme, second animal was not sup@i€681 (91per cenj
beneficiaries. There was no monitoring over thisués either at the
Directorate level or at the District Office levals no returns/reports were
prescribed/maintained to watch the supply of seamdal. The reasons
for non-supply of second animal were not forthcagrrtom the records of
the Department. Instead of supplying second anitoalthe enrolled
beneficiaries, the Department identified new beafies and supplied a
single animal to them.

While accepting the above audit observation, thedbenent stated that
the beneficiaries did not come forward to procuecosd animal.
However, no documentation was found in the Departimeecords about
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the efforts made by the District offices/Veterinatgstitutions to
encourage the enrolled beneficiaries to take therskanimal.

Thus, due to non-supply of second animals to mgjofibeneficiaries, the
intention of the scheme to provide sustainable nme@eneration to the
BPL beneficiaries by supplying two animals was fiudftlled.

* The fact that the test checked districts were ablexceed the targets
during 2010-14 indicates that there was good respdmom the BPL
beneficiaries for enrolment in the scheme. Howgexedit noticed that
the Directorate gradually reduced the targets dutime above period.
No fresh targets were fixed for the year 2014-1& am further funds were
released for continuation of this scheme for reaswot on record. As a
result, no new beneficiaries were enrolled undef Imilch animals
scheme during 2014-15 (except in Guntur, where alsinvere supplied to
new beneficiaries with left over funds).

The Department replied that the scheme was notregd due to non-
allocation of funds. However, as seen from the etggoposals submitted
by the Department to GoAP and Gol, the Departme&hnhdt seek budget
allocations for continuation of this scheme.

219  Supply of two Milch Animals Scheme

While the 1+1 Milch Animals scheme was still undemplementation, the
Department came out (November 2012) with a newraehef ‘Supply of two
milch animals’ to BPL farmers with RKVY funds. Uedthis scheme, both
the animals were to be supplied at a time to theetaaries at 5(er cent
subsidy.

The Department initially set a target of 368 urids the four test checked
districts and released funds accordingly. It st additional targets of 210
units (in March 2013) and 646 units (February 20dy)diverting unutilised
funds under other schemes. As against the totgéttanf 1224 units given to
the test checked districts, 1249 units were esfaddl in these districts by the
end of 2013-14.

Audit observed that at the time of introducing te&heme, no long term
goals/targets were set by the Department. The tfeatt the test checked
districts could establish 1249 units against thgalof 1224 units indicates
that there was demand for the scheme from BPL fexm®espite this, the
scheme was not implemented after 2013-14. The meafw discontinuation

of the scheme were not forthcoming from Departngentecords.

Discontinuation of the scheme within two yearsteflaunching indicates that
the Department was devising and implementing sckeare ad-hoc basis
without any long term objective.
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2.1.10 Mini Dairy Units Scheme

To encourage rural unemployed youth to take upyohgr activities on
fulltime basis and augment milk production in ttat8&, Government accorded
(May 2010) administrative approval ®r23.45 crore for implementation of a
new scheme of ‘Mini Dairy Units’ (MDU) with fundseceived from Gol
under RKVY. The scheme targeted 4400 MDUs of tlsiges viz., six (3+3),
10 (5+5) and 20 (10+10) milch animals by providing per cent‘interest
subsidy® to beneficiaries. The Department did not furnisly eecords/details
of interest subsidy paid to the beneficiaries.

Later, the structure of the scheme was revisede(20i1) and it was decided
to establish MDUs (each unit consisting of five ehilanimals) by providing
25 per centof the unit cost as front end subsidy. The balaffeper centwas
to be borne by beneficiaries as cash contributemm{doan.

2.1.10.1 Non-achievement of objectives of MDUs Scheme

Under the scheme, the Department proposed to san8945 MDUs in 22
districts in the State with RKVY funds and 704 MDW#h funds received
under National Mission on Protein Supplements (NMB8heme. During
2011-13, the Director releas&®4.84 crore to 22 districts.

As against 9649 MDUs targeted, despite availabdftjunds, the Department
was able to sanction only 2979 units (30@f cen} by utilising a subsidy
amount oR 15 crore. In test checked Districts, the targets achievements
are as shown below:

Table 2.2 — Targets and achievement of Mini Dairyits

(No of units)

Ananthapuramu Chlttoor Guntur Kurnool Total
| 2011-12| 101 1903
20 10 31 6 26 29 20 38 97 83
Nil Nil Nil Nil
I Y Y T T A T Y

(Source:Information furnished by JDs)

As against the total target of 2000 MDUs stipulatgdDirector for the four
test checked districts, only 494 units (i.e. oMy72er cen} were sanctioned.

® Under this scheme, &r centamount of the interest paid by the beneficiary ttwa loan
taken by him/her for establishing Mini Dairy Unit) the bank would be reimbursed by the
Department on quarterly basis

Beneficiaries to be selected from experienceanéas, unemployed rural youth and
members from Self Help Groups

6
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Of this, 397 units were sanctioned in 2011-12. mhmber of units sanctioned
declined to 83 in 2012-13 and 14 units in 2013-14.

The JDs attributed the reasons for shortfall maohhe to lack of response
from beneficiaries and launching (November 2012) aofnew ‘2-milch
animals’ scheme by the Department withpggd centsubsidy, which was more
attractive than the MDUs scheme which offered @dper centsubsidy. The
reply is not tenable, for the following reasons:

* The ‘2-milch animals’ scheme was limited only tolBRarmers whereas
the MDUs scheme was open to all farmers espectallynemployed
youth and Self Help Groups.

* Further, Audit also noticed that though 1461 bernafies were approved
for sanction by the District Level Committees irsttehecked districts
during 2011-14, only 494 beneficiaries (i.e. 3% centof total selected)
were sanctioned MDUSs. The reasons for non-estabésih of units by the
other selected beneficiaries were not documenteb/sed by the
Department.

* In Ananthapuramu district, Audit noticed 17 casdweme the Department
collected contribution from beneficiaries but refed the same after
retaining it for three months. Of these, in 11 saghe beneficiaries
sought refund of their contribution on the grouhdttthe animal prices
were found to be high at the procurement pointsTihdicates that the
Department/animal supply agencies failed to supghymals to the
selected beneficiaries as per the agreed rateambdnirhis could be one of
the reasons for non-establishment of MDUs by thecsed beneficiaries.

* Under this scheme, the unit cost works oWk & lakh for buffaloes and
% 1.75 lakh for cows. The Department givesp2s centof the unit cost as
subsidy and the balance amoun®dt.5 lakh R 1.31 lakh was to be met
by the beneficiary with his/her own money or frorank loan. Thus,
financial capacity of the beneficiaries and samctb loans by banks was
a vital element for the success of the scheme.tAalitierved that though
the beneficiaries were selected/finalised by thedléd and District Level
Committees where the bank representative was a erembn-sanction
of loans to the selected beneficiaries by banks alas a factor for
non-achievement of targets under the scheme. Tpaifment did not
take up the matter with the banks and no correspurelin this regard
was available in the records.

While accepting the audit observations, the Depamtnmeplied that bankers
were reluctant to give loans to beneficiaries aretendemanding collateral
security. The issue had been discussed in the Stewel Sanctioning
Committee (SLSC) meetings. However, Audit verifibé minutes of the 16
SLSC meetings conducted during 2010-15, and foumat the above
discussion in SLSC meeting (June 2012) was witlpeeisto a different
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scheme and not Mini Dairy Units scheme. No corredpace with banks was
available in the Departmental records in this rdgahe steep decline in the
number of MDUs sanctioned during 2012-13 and 204,3kidicating failure
of the Department in selecting beneficiaries witleguate financial capacity
and in convincing bankers to sanction loans tocsetebeneficiaries.

The MDUs scheme was launched for experienced fa;neemployed rural
youth and members of women SHGs to take up dairggéull time activity
and to augment milk production in the State. Whike MDUs scheme was a
partial success (2979 units sanctioned in the Sdaténg 2011-14), the
Department did not set further targets after 2032u4id no further funds were
released.

2.1.10.2 Health and nutritional support for female calves

Guidelines of MDUs scheme stipulated that milchvaais are to be procured,
within 30 days from calving and supplied to benefies along with their
calves. It was further stipulated therein thatféraale calves supplied to each
beneficiary shall be registered (upto two calves peneficiary) by the
Department for extending health and nutritional garg worth 150 and
% 1500 respectively, to each female calf so as tagbm early maturity/
calving in the enrolled female calves.

Audit noticed that while allocating funds to distroffices, the Director had

released the funds based on the physical targetéDdds and cost per unit.

However, the cost towards health and nutritionglpsut to female calves

was neither included in the unit cost nor sanctioseparately to district

offices. A total of 2465 milch animals along witheir calves were supplied
to the beneficiaries of 494 MDUs set up in the tebecked districts.

Out of these, 1052 were female calves. Howeverermas these female calves
were enrolled and health and nutritional suppors wat provided to them

as stipulated in the scheme guidelines, as no fwets sanctioned/released
for implementation of this component of the scheme.

The Department accepted the audit observation ssuted that female calves
would be enrolled in future.

2.1.10.3 Supply of cattle feed

The scheme guidelines contemplated supply of 450fkcattle feed for the
first 100 days of lactation at Z&r centsubsidy to each animal inducted under
MDUs scheme (estimated cost at 2011-12 r&e%500 out of whiclk 1125
was subsidy). The balance [g&r centnon-subsidy portion was to be collected
from the beneficiary before supply of the cattledd@o ensure supply of 100
per cent(450 kg) feed to them.
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In test checked districts, as the beneficiaries raitl contribute non-subsidy
portion, the Department, instead of ensuring ctbec of beneficiary

contributions from beneficiaries, supplied only K of feed per animal (as
against 450 kg) with the 23%er centsubsidy amount3 1125) during 2011-12
and 2012-13. During 2013-14, when the market ratesattle feed increased,
the Department further reduced the feed quantitysapplied only 83 kg per
animal to limit the cost of the feed to the subsadyount oR 1125, instead of
increasing the allocation.

Thus, there was no assurance that the objectivecadasing the milk yield by
supplying 450 kg of nutritious feed to inductedraais was achieved.

The Department replied that the beneficiaries dtl gome forward as they
were accustomed to the traditional system of fegdheir milch animals.
However, the Department could not show any receganding their efforts to
create awareness among beneficiaries about thditlsemfeconcentrated feed
which was crucial in achieving the maximum milk lgidrom the inducted
animals.

2.1.11 Medium Dairy Units Scheme

To develop model dairy farms/commercial dairy gmtises and to increase
milk production in the State, the Department introed (November 2012)
another scheme of ‘Medium Dairy Units’ with RKVY rfds. Under this
scheme, 20 animals in two spells (10+10) were teupplied to each selected
beneficiary (educated unemployed youth/women SedfpHGroups). Unit
cosf was fixed af€ 11.41 lakh for cows andl 13.50 lakh for buffaloes out of
which¥ 2.5 lakh per unit would be given as subsidy. duhe non-subsidy
portion, 10per centwas to be contributed by beneficiary and balameumt
from bank loan. The Department had targeted estabint of 400 Medium
Dairy Units across the State ahd.0 crore was allocated towards subsidy.

For 13 districts of present AP State, the Departrhad initially set a target of
233 units with total subsidy & 5.88 crore. There was poor response to the
scheme and the Department reduced (March 2013ptbet to only 72 units
and allotted¥ 1.8 crore towards subsidy while converting the ri@mg
161 Medium Units to 576 units of ‘2-milch animatheme at 5@er cent
subsidy to utilise the remaining subsidy amoun®af.08 crore.

" This includes cost of animals, transportation,uiaace, construction of shed, milking
machine, cost of fodder cultivation, chaff cutt@ HIP) and cost of feed for one month
(4 kg per animal per day)
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The Director of AH did not furnish the details ofellium Diary Units
established in the State. In the test checkediadsstaudit noticed that even
the reduced targets were not achieved so far,asrshelow:

Table 2.3 — Targets and achievement of Medium Ddihyits in test checked
districts

4
2 7 1
20 e !
0
‘__-

(Source:Information furnished by JDs)

Audit noticed the following:

 The scheme was launched at a time when the Deparinas finding
it difficult to implement even the Mini Dairy Unitscheme which
involved lower investment by beneficiaries (disagssn paragraph
2.1.10.1).

* To set up a Medium Dairy Unit under this scheme,lineficiary was
to bring in substantial investment of his own (utihg loan) ranging
from X 8.9 lakh toX 11 lakh, which could possibly lead to lack of
adequate response from beneficiaries.

e Further, though sanctioning of loans by banks te telected
beneficiaries was vital for the success of the swheand bank
representatives were members of the Mandal andri@iskevel
selection committees, no correspondence/recordawaisable with the
Department regarding the efforts made to encoucageince the
banks to sanction loans to the selected benefsiddr the success of
the scheme.

e Though in test checked districts the failure of theheme was
attributed by the Department to poor response foemeficiaries, there
was no evidence that it was adequately publicisedrng potential
beneficiaries. No records regarding selection oheffieiaries were
available with the districts. Chittoor and Kurnatiktrict offices did
not furnish the details of beneficiaries selectedhiese districts. In
Ananthapuramu and Guntur districts, Audit noticleat tonly five units
were sanctioned against 24 beneficiaries selecyedldndal Level
Committees.

* Since the beneficiary’s contribution under this esole was high
(X 8.91 lakh toX 11 lakh), it was essential that beneficiaries with
adequate financial capacity are selected for samaif units. As per
guidelines, the scheme was not exclusively for B&tilies. However,
Audit observed that in Ananthapuramu District,th# 18 beneficiaries
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selected by the Department had low annual inconfetess than
< 50000. This indicates that beneficiaries havinggadée financial
capacity were not selected. Out of the 18 benefesaselected, only
four beneficiaries were finally able to set up timéts.

Thus, due to not selecting the beneficiaries kegpirnview the requirements
of the guidelines and failure of the Departmentatlitate bank loans to the
selected beneficiaries resulted in non-achieveroétargets. As a result, the
Medium Dairy Units scheme was largely a failure.

The unspent balance 3f0.44 crore (out of the total allotment30.58 crore)
under the Medium Dairy Units scheme was not suessd] even though no
units were set up during 2014-15. The amount wiag lin the bank savings
accounts of the district offices (July 2015).

The Department stated that the scheme failed asst not attractive to the
farmers. As regards selection of low income beraiies, it was stated that
there was no clarity in the guidelines whethereétes BPL beneficiaries or
APL beneficiaries. However, there was no ambiguntgelection criteria in
the guidelines and if there was doubt, the samaldh@ve been sorted out by
the Directorate which had formulated and issuedjthdelines.

Thus, gaps in planning of the scheme combined wiitleffective
implementation resulted in its failure and non-agkment of intended
objective.

2.1.12 Calf Rearing (Sunandini) Programme

To increase the number of lactations and milk petida by bringing early
maturity in female calves through supply of nubmi@l feed, the Department
launched (June 2013) ‘Calf Rearing Programme’, &lsmwn as ‘Sunandini’.
The scheme contemplated enrolling cross breed aaded murrah female
calves (up to two calves per each BPL family) bamut of artificial
insemination (Al) at the age of three-four months aupply feed to them up
to 24 months and 28 months of age respectivelyh W& per centsubsidy,
besides providing healthcare and insurance with @€f0centsubsidy. The
scheme was being implemented with GoAP flredswell as RKVY funds.

Under this scheme, 260 kgs of feed (w&tB900), mineral supplementation
and healthcare (wort& 500) and insurance (premiurf: 600) was to be
provided in the first year to each calf at a taast of3 5000 (Government
subsidy:¥ 4025 and beneficiary contributiof: 975). In the second year,
610 kgs of feed wortR 10000 (Government subsidy: 7500 and beneficiary
contribution:¥ 2500) was to be given to each calf. The feed woabe

8 Normal State Plan funds and Special Component ®laScheduled Castes
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supplied on quarterly basis and medicines and ama@ immediately on
enrolment.

The deficiencies noticed in implementation of Suhanscheme are discussed
below:

2.1.12.1 Targetsand achievement

On launching of the scheme, the Department fixéatget of covering 82346
calves under the scheme in the 13 districts ofSta¢e during 2013-14. The
targets were fixed based on the district wise dataumber of calves born out
of artificial insemination (9.07 lakh in 13 disti$¢ during the previous year.

The targets fixed consisted of only niper centof total calves born from
artificial insemination and the Department sucadfsfichieved the target in
the same year. Despite the success in enrolmeheifirst year, no further
targets were fixed for 2014-15 and no fresh enrabmevere made to cover
the remaining 9per centcalves born from artificial insemination in theatet
The reasons for discontinuation of fresh enrolmemse not forthcoming
from the Department’s records. Audit noticed thatilev submitting budget
proposals for 2014-15, the Department included @sals for second year’s
feed supply for already enrolled calves and didpropose allocation of funds
for fresh enrolments.

In the test checked districts, 36270 calves wemlied under Sunandini
scheme. As per the scheme Guidelines, a selectiommittee consisting of
local Veterinary Assistant Surgeon (VAS) and Diergl Assistant Director
(AH) would select the beneficiaries in Gram Sablagit noticed that Gram
Sabhas were not conducted in any of the test cledistricts for selection of
beneficiaries. The JDs accepted the fact and statdselection was done
based on records of Al calves available with therlowever, selection of
beneficiaries through Gram Sabhas would have edstnansparency in
selection process and accrual of scheme benefitisetanost deserving BPL
beneficiaries.

2.1.12.2 Supply of feed to enrolled calves

Since, the objective of the scheme was to achieudy enaturity of the
enrolled calves, timely supply of the stipulatedugities of nutritional feed to
the calves was the key for its achievement.

* As per guidelines, the quantum of feed was to lpplsed during the
first year depending on the age of the enrollefl aalshown below:

Age of the calf Feed requirement per calf per day

4 to 6 months 500 grams
7 to 9 months One Kg
10 to 12 months 1.5Kg
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Audit noticed that in the test checked districtse t1Ds supplied feed to
beneficiaries at uniform quantities, without assesshe quantum of feed
to be supplied considering the age of calves. §hdbe quantum of feed
was to be supplied at the rate of one Kg per daycpd# of seven-nine

months of age and at the rate of 1.5 Kg per daygakof 10 to 12 months
age, the Department during first quarter supplieedfat 500 grams per
day per calf irrespective of its age which was oméyf/one-third of the

actual requirement. This resulted in short suppl§46 MT of feed in the

first quarter to the enrolled calves due to notsidering the age of calves
(details inAppendix-2.), though funds were available.

e« In all four test checked districts, though the Dé&pant supplied
feed for the first and second quarters in time, tthied quarter feed
was supplied belatedly due to non-release of fumdstime by
Government. The delays ranged from one to eightthsoas shown
in Appendix-2.2

* In Ananthapuramu district, the third quarter feedswnot supplied
fully. As against 125 Kg of feed per calf to bepglied in the third
quarter, only 50 Kg of feed per calf was suppliedhe 2982 calves
enrolled in the district. While the short supplyr@spect of 2382 calves
enrolled under State Plan was due to non-releasedefuate funds,
there was short supply in respect of 600 calvesliedr under RKVY
also despite availability of funds.

* In Chittoor and Guntur districts, 4285 and 3000 dfemries
respectively were selected (January-March 2014eunbrmal State
Plan as per the additional targets fixed by thee@or of AH.
However, the Director of AH did not release fundgespect of these
additional enrolments. Audit could not analyse teasons for non-
release of funds due to non-production of relevatords by the
Director of AH. While JD-Guntur extended the betsefto these
beneficiaries by utilising the leftover funds unagiher schemes (with
the permission of Director), JD-Chittoor suppliedyol120 Kg of feed
per calf (as against 260 Kg contemplated) to th&54@alves due to
non-availability of funds.

 Scheme Guidelines contemplated supply of 260 kgieed to each
enrolled calf in the first year of enrolment. Thest of feed was
initially worked out aR 3900 at a rate & 15 per Kg and funds were
released accordingly. However, by the time of alctupply, the feed
rate had increased ® 16.4 per Kg, but Department did not increase
the allocation to meet the additional cost. As sulte the Department
supplied only 237 Kg - 240 Kg of feed in the telsecked districts as
against 260 Kg to be supplied in the first yeaemfolment.
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e« Though the scheme contemplated supply of calf tgetb the age of
24 months/28 months, detailed guidelines regarohimgmiementation of
the scheme for the second year were issued befatedNovember
2014 and necessary subsidy funds were not reldgs€dvernment as
of July 2015. Resultantly, feed for the second yeas not supplied to
any of the beneficiaries in the three test checkdidtricts
(Ananthapuramu, Chittoor and Kurnool). In Guntustdct, the JD
collected beneficiary contribution & 2500 from 2066 (out of a total
of 11884) beneficiaries and supplied (June 201&}l fi®m them for the
first quarter of the second year within the amaotollected. No feed
was supplied to the remaining 9818 beneficiaries unon-release of
subsidy funds by Government.

The Department accepted the short supply of feedta@nhancement of rate,
belated issue of guidelines and non-release ofsfiimdsecond year.

Thus, supply of feed without considering the ageths# enrolled calves,
delayed-supply of quarterly feed, short-supply e&d in the first year and
non-supply of feed in the second year of enrolmessiilted in non-supply of
the stipulated feed within 24 months/28 monthsg# # the enrolled calves,
defeating the very objective of the scheme.

2.1.12.3 Non-supply of calf card to the beneficiaries

Scheme guidelines stipulated maintenance of twbceatls in the prescribed
format for each enrolled female calf. One cardusthde with the beneficiary
and the other one with the Veterinary Assistantg8on (VAS) concerned.
These cards were to contain the details of bemeficidetails and dates of
supply of feed and medicines/vaccinations and atémowledgements of the
beneficiary in token of receipt of the suppliesowéver, Audit noticed that in

Chittoor district, calf cards were not suppliedthe beneficiaries and only
departmental copies were maintained. The stipuladibissuing calf cards to
the beneficiaries was to ensure transparency imilgison of calf feed and

this was not achieved due to non-issuance of eatfscto them.

Audit further noticed that though the calf cardgeveequired to be printed in
Telugu as per instructions issued (July 2013) leyDRivectorate, in three out of
four test checked districts, the calf cards wermted in English (except
Kurnool where the cards were in Telugu). Since migj@f the beneficiaries
are rural farmers, obtaining acknowledgements afebeiaries on cards
printed in regional language was necessary to ertsamsparency in supply of
feed, medicines, etc.

The Department accepted the above observationassuwled remedial action.
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2.1.12.4 Non-extension of calf feed benefit to second calf in the case of
death of enrolled calf

As per scheme guidelines, enrolment of calves shiallimited to two calves

per beneficiary. Guidelines further stipulatedt tinacase of death of enrolled
calf, the benefit of calf feed supply for the remiag period shall be extended
to the other calf born out of artificial insemiratiavailable, if any, with the

same beneficiary. Audit noticed that in Kurnooltdet, though 270 calves

died after enrolment, no new calves of the beraiies were identified for

extending scheme benefits. The JD replied that cewes were not enrolled
as clarification in this regard was not receiveaahirthe Directorate. The reply
is not acceptable since the scheme guidelinesetfrexplanatory.

2.1.125 Deficient provision of healthcareto enrolled calves

The total cost of implementation of the schemetler first year of enrolment
was I 5000 (Government subsidy 4025 and beneficiary contribution:
% 975) per beneficiary. Out of this, an amoun®df100 was to be utilised for
mineral supplementation and healthc&&0Q0) and insuranc& (600) of the
enrolled calf.

Audit noticed that in respect of calves enrolledemNormal State Plan (NSP)
and Special Component Plan for SCs (SCP), no sepdead of Account was
created for release of funds required for insuraand healthcare. The
Director was releasing the entire subsidy amouh®&(d4025 per calf) under
the head of account titled ‘Material and Supply (B)& As a result, the test
checked JDs were not utilising the subsidy amoanirfsurance premium and
healthcare since M&S head of account could notpegaied for this purpose
and were using the beneficiary contribution for teame. Out of the
beneficiary contribution of 975 collected for each calf, the JDs of Chittoor,
Guntur and Kurnool utilised an amount®5688 towards insurance of calf and
used the balance amount ¥f387 for supply of mineral supplementation/
medicines (as againt 500 contemplated in guidelines). As a result, naher
supplementation/medicines worth 113 were short supplied to each calf
enrolled under NSP and SCP.

Audit noticed that the JDs restricted supply of enat supplementation/
medicines tX 387 in respect of calves enrolled under RKVY aldespite
availability of RKVY funds for reasons not on redorThus, all the
33288 calves enrolled in these three districts weeprived of mineral
supplementation/medicines woRHL13 each.

In Ananthapuramu district, mineral supplementatisedicines were not
supplied to any of the 2982 calves enrolled und€vR NSP and SCP due to
non-release of adequate funds by the Director ofuAHer the scheme.
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The Department accepted the above audit obsergataol assured that
remedial action would be taken.

2.1.12.6 Evaluation of scheme outcomes

The main objective of the Sunandini Calf Rearingglamme was to ensure
early attainment of maturity of enrolled calves aletrease the age at first
calving by providing concentrated feed supplemémtatind healthcare to
them.

Under the programme, enrolment of calves begancioligr 2013 and 48er
centof calves were enrolled at the age of five-ten thenThus, as of June
2015, most of the enrolled calves in the test chéctistricts would have
reached the age of 24 months. However, the dethisaturity/first calving
of the enrolled calves were not being monitored eswbrded in three test
checked districts.

Further, the scheme guidelines stipulated that tirquattern of the enrolled
calves shall be recorded periodically by assestieg body weight, coat,
texture and health. The Department also instru¢ked district offices to

upload the growth pattern in a dedicated websitaditAobserved that in
Ananthapuramu and Kurnool districts, the periodgrawth patterns of calves
were not being recorded/monitored. In Chittootrdis though the JD stated
that the records of growth pattern were being nazmed by VASs, the same
were not produced to Audit. In Guntur district, ypithe weights of the calves
were being recorded in the calf cards at the tifngupply of feed but details
of health conditions were not noted therein. Nohé¢he district offices was

uploading the growth pattern in the Department’gsite.

Due to non-recording/monitoring of growth patterndathe details of
maturity/first calving, there was no assurance alibe outcomes of the
scheme, despite spendi®id.2.08 crore on the scheme in test checked dsstrict

While accepting the above audit observation, thpddenent replied that it
was planning to develop a software application tsmitor the growth pattern
of enrolled calves and outcomes of the scheme.

2.1.12.7 Delay in settlement of insurance claims

As per the scheme guidelines, all the enrolledesalare provided insurance
cover. In the event of death of the calf, the liiersey has to submit a claim
with necessary endorsements from the DepartmeniheéoCompany within
seven working days and the Insurance Company wssttie the claim within
15 days of its receipt.
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Out of the 2854 insurance claims made (NovembeB 20uly 2015) across
the State, 670 claims were pending with the Insrgabompany/Department
as of July 2015. Of these, 261 claims were pendungto non-endorsement
of claims by VASs and the remaining claims wereduea for other reasons
like incorrect bank account details, improper rigjiof claim documents, etc.
The oldest pending claim pertained to January 2014.

In the test checked districts, 309 claims were pendettlement as of July
2015. There was no monitoring/pursuance by the Degat over this issue
and reasons for non-settlement of claims were onotishented in the records
of District Offices. Abnormal delays in endorsitige insurance claims and in
rectifying the defects in the claims by the Depanitnwere leading to delayed
settlements, thereby putting the beneficiariesaiahip.

While accepting the above audit observation, theddenent replied that
action would be taken for early settlement of iasize claims.

2.1.13 Sheep and Goat development schemes

Sheep and Goat rearing is an income-generatingitsictor weaker sections
of the society. With a view to uplift the econonsitatus of shepherds, the
Department has been implementing various SheepGuoat Development
schemes, as shown below:

Year of

implemen-
tation

Name of the Scheme Sour ce of Gover nment

and unit details funding subsidy

Sheep & Goat Units o 2010-11
(Supply of 20 ewes and one ram) SIEHD [Pl S5 to 2014-15
Ram Lamb Units RKVY and 50% 2010-11
(Supply of 20 Ram Lambs) State Plan 0 to 2014-15
Mini Sheep/Goat Units 50% in extremist
(Supply of five ewes/doe and one NMPS affected areas
ram/buck) coumnpdoenrent 33% in non- 20%2-14

RKVY and extremist areas 2014-15

State Plan 90% in under Tribal

Areas Sub-Plan

Ram Lamb rearing units
(Supply of 50 Ram lambs and providingl N x{14"A% 25% 2012-13
feed/health care/mineral supplementati
Intensive Goat Production NMPS
(Supply c_)f 47 ewes/doe gr_1d 3 rams_/bu component 100% 2012-13
and providing feed, medicines/vaccines under
shed, silage pit and insurance) RKVY
Improving productivity of goats under
conventional small holder/pastoral syst NMPS 2011-12
(Goat Cluster scheme) component 100% -
(clusters with 2000 goats are identified under 0 2012-13

and provided feed and medicines/ RKVY
vaccines)
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The non-subsidy portion is to be met from benefi¢ga contribution/bank
loan. As per the information furnished by DAH, anaunt of¥ 21.05 crore
was released for the above schemes during 201®a6,of which an
expenditure oR 14.25 crore was incurred so far (over and abovealdun
released/spent on Mini Sheep/Goat Scheme in 201drtler RKVY the
details of which were not furnished by the Deparithe

2.1.13.1 Sdection of beneficiaries

As per the guidelines issued by the DepartmentHerabove schemes, the
beneficiaries were to be selected in Gram Sabhiésr giving adequate
publicity about the schemes. Audit noticed thatfunads were released/spent
towards publicising these schemes. No recordshAmition about conducting
of Gram Sabhas, number of applications receiveztitegl/accepted and copies
of resolutions of Gram Sabhas were available with test checked District
JDs.

2.1.13.2 Improper implementation of Goat Cluster scheme

In 2011-12, GOAP introduced a scheme called ‘Impr@vproductivity of
goats under conventional small holder/pastoralesys{Goat Cluster scheme)
to be implemented with funds received from Gol urttie “National Mission
on Protein Supplements (NMPS)” component of RKWVYnder this scheme,
clusters having flock of 2000 goats are identifiedm habitations within
a radius of 10 Km. Concentrated feed mix and heaklhe (medicines/
vaccinations) are provided to the clusters to dememortality rate and
increase body weights of the goats as well asdmease the weight of young
ones at birth, so as to generate additional incongeat rearers.

In the test checked districts 16 goat clustersre identified under the scheme
by the District Level Selection Committees durin@l2-13. Audit noticed
that:

* As per the scheme guidelines, a minimum of 2000sgshould be
identified in each cluster and concentrated feed ati the rate of
250 Grams per goat per day was to be supplied fordéys.
In Ananthapuramu district, six clusters of 2000 tgoaach were
identified. As against the total quantity of 1.8 MXI feed to be
supplied to these clusters, the Department supmidg 1.5 MT of
feed, despite availability of funds. Thus, therasva shortfall of 0.3
MT in feed supply.

 In Kurnool district, 7641 goats were registered tie three goat
clusterd® covered under the scheme. However, the Department

® Ananthapuramu: 6, Chittoor: 4, Guntur: 3 andniaai: 3
19 Mangampeta: 2340, Seethamma Thanda : 2849 anen@ad Thanda: 2452
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supplied only 0.60 MT of feed (i.e. for 40 days siolering 2000 goats
in each cluster) to these clusters as againstdtaé tequirement of
1.15 MT, resulting in short supply of 0.55 MT ofeté Even this
quantity was supplied in two spells (June 2012 Bedember 2012)
with an abnormally long gap of six months, desgtailability of
funds.

While JD-Ananthapuramu did not furnish any rep;Kurnool replied that
balance feed could not be supplied due to expithefRate Contract (RC) for
supply of feed. However, Audit observed that thep@anent had released
funds for this scheme in January/April 2012 itselfl RC was in operation at
that time. There was no justification for shortdietl supply.

2.1.13.3 Deficient implementation of Intensive Goat Production scheme

The Department introduced (2012-13) ‘Promoting nstee Goat Production’
scheme with funds received from Gol under NMPS camept of RKVY.
Under the scheme, SC/ST/BPL goat rearers who alréad ten or more
goats, would be selected and be supplied with #ialke and 3 male goats as a
unit with 100per centsubsidy. This would be followed up by providingde
medicines/vaccines, construction of shed, silage mietal feeders and
insurance. The objective was to inculcate the habiintensive system of
rearing among goat rearers and to showcase thé@seasrdemonstration units
for other goat rearers.

In the four test checked districts, though the Dipent fixed a target of 39
units, only 28 units were identified and sanctioneder the scheme, with a
shortfall of 11 units (10 in Kurnool and one in @bor). In Kurnool district,
as against a target of 10 units, the achievemestnila Keeping in view
non-achievement of targets in Kurnool district, tBepartment reduced
(March 2014) the targets to five units (by transfey five units to another
district). However, no units were sanctioned ia thstrict during 2014-15.
Non-achievement of targets even in respect of 1i6 per centsubsidy
scheme indicates failure of the district officesdantifying beneficiaries.

The Department replied that the reasons for noeaement of targets would
be analysed and remedial action would be taken.

2.1.14 Internal Control and Monitoring
2.1.14.1 Internal Audit System

The Department had an Internal Audit (IA) wing, s@ting of three officers
headed by a Senior Accounts Officer. Out of 5Zifigffices in the 13 districts
of the present AP State, the IA wing audited oMy 2 and 12 units during
2011-12, 2012-13 and 2013-14 respectively and wobtige units were audited
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in 2010-11 and 2014-15 for reasons not on recarde Department replied
that the shortfall was due to staff shortage.

None of the 175 observations in audits conductethdi2011-14, had elicited
any response, indicating a lack of seriousnessaonop the field offices.

2.1.14.2 Absence of vigilance mechanism

Milch Animals Scheme Guidelines stipulated that mildnce Committee
should be formed at Directorate level for condugsnrprise checks of all the
beneficiary oriented programmes. However, no sGommittee had been
formed by the Director so far.

2.1.14.3 Submission of incorrect Utilisation Certificates

The RKVY funds released by Gol are received by 8tate Agriculture
Department, which in turn releases the allocatedi$uo the AH Department.
States are to furnish Utilisation Certificates (JGer the RKVY funds
released. Director of AH is required to furnish U@&s the Agriculture
Department for submission of consolidated UCs td. Gbhe UCs furnished
by the Director of AH did not reflect correct expimre details on the date of
submission of UCs as shown below:

Table 2.4 — Details of incorrect Utilisation Ceritfates furnished by the Directorate
®incrore)
Difference
Actual between UC

expenditure amounts and
Expenditure

Date of Expenditure
Y ear furnishingof | showninthe
ucC ucC

2010-11 04-08-2011 40.58 36.82 3.76
2011-12 26-11-2011 35.35 21.19 14.16
2012-13 02-05-2013 46.75 4.94 41.81

The Department replied that due to release of fidee fag end of the year,
UCs were given for the full amounts. The replynd tenable since UCs are
to be given only for actual expenditure and issul@s without actual
expenditure indicates incorrect reporting.

2.1.14.4 Non-remittance of unspent balancesto Gol

GOAP received 242.16 crore from Gol during the period 2006-11améM
package for implementation of livestock developnmesitemes for vulnerable
farmer families or families where a suicide hadetaklace. The scheme was
closed by September 2011 requiring the unspentsfimde remitted back to
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Gol. However, an amount &f3.10 croré® available with the Directorate was
yet to be remitted to Gol as of June 2015.

Similarly, in Kurnool district, an unspent balanziX 1.4 crore was lying in
bank accounts without remittance to Gol.

2.1.15 Shortage of manpower

Audit noticed that there were 3der centvacancies in the field staff like
Veterinary Assistant Surgeons, Veterinary LivestoOkficers, Livestock
Assistants and Veterinary Assistants, as shownabelo

Table 2.5 — Cadre wise vacancy position in testakesl districts

Name of the Post Sanctioned | Menin Number Percg?tage
Strength | Position Vacanmes vacancies

Veterinary Assistant 5
Surgeons

Veterinary Livestock

Junior Veterinary

| 4 | Livestock Assistants _ [EIREZE] - -
| 5 | Veterinary Assistants  |SSEENY 148

-———

(Source:Information furnished by JDs)

The Director accepted that shortage of manpowerasdasrsely affecting the
functioning of the Department and implementatiosdiemes.

2.1.16 Conclusion

Schemes like ‘Supply of 1+1 Milch Animals’ and ‘Slypof two Milch
Animals’ which were aimed at BPL beneficiaries @Mini Dairy Units
Scheme’ which was aimed at promoting entreprenguirishrural youth and
augmenting milk production were discontinued aft8d3-14, despite good
response from beneficiaries. In implementationmiich animal schemes,
deficiencies like lack of publicity, lack of docunmtagion about selection of
beneficiaries, payment of transportation bills witih details, non-obtaining of
acknowledgements from beneficiaries, non-supphstipulated number of
animals, etc. were noticed. In implementation @lf Rearing (Sunandini)
Programme’, deficiencies like delayed/short suppiyfeed in the first year
and non-supply of feed in second year, non-recgrdifigrowth pattern of
enrolled calves, etc. defeated the objective oktieeme. There was shortage

M Principal:¥ 0.74 crore and interest:2.36 crore
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of veterinary staff which is detrimental to effiti@nplementation of live stock
schemes at ground level.

2.1.17 Recommendations

Audit recommends that:

>

Department should give adequate publicity about theghemes to bring
in awareness among the potential/interested benafies and it should
maintain proper documentation on selection of beiwgries to ensure
transparency.

Department should ensure timely and adequate reéea$ funds to field
offices since timely supply of feed, medicines,. étcenrolled animals is
vital for the success of livestock development sohs.

In ‘Sunandini Calf Rearing Programme’, Departmentheuld supply
feed to the enrolled calves, duly considering thage and ensure timely
and adequate supply of feed so as to achieve thienied objective of
the scheme, and also ensure monitoring of growthttpen of enrolled
calves to assess the outcomes of the scheme impitien.

The vacant posts in field staff be filled at the rBast to improve
efficiency in implementation of schemes.

During the Exit Conference, the Department acceptided above
recommendations.
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Compliance Audit

Finance (Works & Projects) Department
3.1 Finance Control Mechanism in Pay & Accounts Offices

311 I ntroduction

Public Works Departments like Water Resoufc¢#/RD), Roads and
Buildings (R&B), Panchayat Raj and Rural Developmg®PR&RD),
Municipal Administration and Urban Development (MA®), Environment,
Forests, Science and Technology (EFS&T), etc. dreatorks, prepare and
submit work bills to the concerned Pay and Accowffecer (PAO)/Assistant
PAO (APAOQ) in the district for making payments. TRAOs/APAOs conduct
pre check of all bills received by them, make paytsecompile monthly
accounts and render the same to the Accountantr@gA&E). In the State,
648 Drawing and Disbursing Officers (DDOs) of thboae mentioned
Departments draw work bills through the PAOs/APA@s.addition to the
work bills of the above Departments, bills relatitagpay and allowances of
WRD are also drawn through PAOs, while other Deparnts draw the pay
and allowances from respective Treasury Officese HAO system was
supposed to enforce financial discipline in Govegntnexpenditure through
adherence to financial rules, budgetary controfg] By ensuring that the
expenditure is incurred in accordance with the sans of Legislature.

Principal Secretary to Government, Finance (Work®r&jects) Department
exercises overall administrative control over thayPand Accounts
Organisation. The Director of Works Accounts (DW&)the Head of the
Organisation, who is assisted by tHreeint Directors of Works Accounts
(JDWASs) and 19 PAOs/APAOs.

312 Scope and obj ectives of Audit

Audit of records for the period from 2010-11 to 2615 in the offices of
DWA, all the three JDWAs and Siout of 19 PAOs/APAOs selected on the
basis of simple random sampling method with refeeeto amounts involved
in work bills was conducted (May 2015 to August 2Dtb assess:

» compliance with Pay and Accounts Organisation'sarfgial control
framework in exercising accurate and appropriageks and controls; and

the efficacy of internal control mechanism.

! Formerly Irrigation and Command Area Developn{®&E€AD) Department
Dowlaiswaram, Kadapa and Ongole

PAO, Ananthapuramu; APAO, Chittoor; PAO, Kadape?AO, Narasaraopet; PAO,
Ongole; and PAQO, Visakhapatnam
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Audit findings
3.1.3 Financial control framework

Deficiencies in the financial control frameworktae PAO system noticed by
audit are discussed below:

3.1.3.1 Paymentsmadein excess of Letter of Credit

As per the PAO Manual, it is an important functafrthe PAO to see that no
payment is made in excess of budget allotmenterAfte Budget is passed by
Legislature and Appropriation Act enacted, Govemimen Finance
Department releases Letter of Credit (LOC), Plamdgtan and head of
account wise periodically (generally on quarterlgsis). The concerned
Heads of Departments (HODSs) in turn distribute tEC among their DDOs
and communicate the DDO wise allocations to the BA&nd DDOs
concerned. The PAOs/APAOs are required to watehatrailability of LOC
before making payment. In case the DDOs submitkaihyn excess of LOC
available, the PAOs/APAOs are required not to adneitbill.

The amounts of LOC received from the HODs are féd & computerised Bill
Monitoring System (BMS) by Directorate. Paymentge amade online by
PAOs/APAOs using BMS. As and when payments are nthdeamount paid
is required to be entered into BMS to watch theeexitture against LOC.
Audit noticed that selected PAOsS/APAOs had not nak#o account the
amounts of LOCs while passing the bills, resultimgexpenditure exceeding
the LOC limits. This indicates that BMS softwaitid dot reject payments in
excess of LOC. Audit noticed that the six test &edc PAOs paid bills
amounting toZ 171.39 crore in excess of the LOCs during 201045,
detailed below:

Table 3.1 — Details of payments made by test chédk&Os in excess of LOC
during the period 2010-15

®incrore)
PAO/APAO released beyond LOC
Salaries | bills | items | Salaries | bills | items | Salaries| bills | items
44.67 092 6033 013 301 1566 013  2.09
15.13 0 005 1958 043 044 445 043 039
5571 179 028  69.13 3206 2471 1342 3027 24.43
39.43 0 0 5268 0 0 1325 0 0
N EEE 3717 580 023 6136 847 025 2419 267 002
| 6 | Visakhapatnam|PEEL) 030  47.81 1490 068 2471 1490  0.38
T e e e eeme T
I S T - v/ S

(Source:Data as per Bill Monitoring System)

4 The staff whose pay and allowances are chargétetavork on which they were employed
are called Work Charged Establishment
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The above excess expenditure f171.39 crore was incurred mainly on
WCE R 95.68 crore), work bills3(48.4 crore) and other item& 27.31 crore)
like hiring/maintenance of vehicles, postage/tedegtelephone charges,
travelling allowances, water and electricity chargec.

Though the test checked PAOs were manually mainibOC Registers and
noting the details of LOC received and amount aheaill there against, the
PAOs did not limit the payments to the extent of@ @vailable and passed
bills in excess of available LOC for the reasons arorecord. Thus, neither
was the BMS software developed in a manner to Idisathe bill when the
expenditure exceeded the LOC limits, nor were tlagngents manually
restricted within the LOC amounts. This indicates+adherence to budgetary
control functions entrusted to the PAOSs.

The Department replied (December 2015) that the gay allowances of

WCE cannot be stopped for want of LOC. It is furtheplied that proposals
had been sent to Government for treating WCE salarnder the non budget
control item at par with salaries of regular staffowever, WCE is the part of
the project cost and thus, payment in excess of W@€irregular and violated
the budgetary controls stipulated in PAO Manualk ragards the work bills

and other bills paid in excess of LOC, the DWA reghlthat the concerned
PAOs were directed to verify their records.

3.1.3.2 Acceptance of bank guarantees

PW Departments execute large number of works @galar basis by entering
into agreements with contractors selected throwgiddr process. As per
tender procedure stipulated (March 1999, July 2808 December 2002py
Government, earnest money deposit (EMD) collectatieatime of tendering
and concluding agreement shall be in the shapeeofiddd Drafts (DDs) for
works costingZ 50 lakh and below and in the shape of Bank Guagante
(BGs) for works costing more tha® 50 lakh. In addition, the PW
Departments also collect BGs from contractors asrdg before payment of
mobilisation advances to them. The BGs collected Oppartments are
forwarded to the respective PAOs and as per PAOuslafpara 9.17.2),
PAOs are responsible for safe custody of BGs. ds vurther stipulated
therein that the PAOs should check the BGs to deether they are in the
prescribed format and conform to the instructi@ssied by Government from
time to time. During the period 2010-15, the tesecked PAOs received
3485 BGs valuingd 1104.88 crore from various Departments.

® G.0.Ms.No.23 of lIrrigation & Command Area Develogm (PW.Cod) Department,
dated 5.3.1999; G.0.Ms.No.94 of I&CAD (PW-Cod) Ddpwent, dated 1.7.2003; and
G.0.Ms.No0.142 of I&RCAD (PW-Reforms) Department, &4£0.12.2004
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Audit observations in respect of BGs are as foltows

(i) Incorrect acceptance of BGsThe executive Departments under the
jurisdiction of the four test checked PAOs collecMDs in the shape of
BGs (amounting t& 0.76 crorej in 112 works costing less th&50 lakh
during 2010-15, in violation of Government ordeiithe PAOs/APAO did not
object to the furnishing BGs instead of DDs ancepted the same.

Thus, acceptance of BGs in place of DDs by PAOs/@Rwas in violation of
Government orders/rules and against the intereSbgernment.

The Department replied that the PAOs had beenuictsld either to obtain
DDs or to recover the EMD amounts from runningsbfthr the above works
duly surrendering the BGs. It was further replibdt instructions were also
issued to all the PAOSs to verify such cases ofrirezd submission of BGs in
future.

(i) Monitoring the validity of BGs:As per the tender procedure stipulated by
Government, BGs collected towards EMD should bedvall the end of
defect liability period of two years after compteti of work. PAO Manual
stipulated that the BGs received in the PAO'’s effghould be entered in a
register, the register should be reviewed weeklg sespective authorities
should be intimated sufficiently in advance for eaal of BGs where
necessary.

Audit observed that the PAO manual did not pregcsleparate format of
register for noting the BGs, but stipulated th& BGs should be noted in the
Register of Interest Bearing Securities (PAO ForA8). The format of this
register did not contain vital details like stipigld date of completion of work
as per agreement, extension of time granted,yif actual date of completion
of work, date of end of defect liability period,cetwhich are essential for
monitoring the renewal of the BG beyond its origjwalidity. As a result, the
test checked PAOs were not recording these detatlse BGs Registers and
as and when a particular BG was nearing expiry, RA®s were simply
addressing the respective Departments for renewal ioutine manner and
showing disposal against the entry in the Regist€éhough the PAOs had
returned 1078 BGs valuirg 275.83 crore to the respective Departments for
renewal during 2010-15, they had not watched taeiual renewal. The fact
whether the returned BGs were renewed or not wetebring recorded
against any BGs. In some cases, the BGs revalidetee recorded as a fresh
entry in the BGs’ Register and in respect of BGscWiwere not renewed,
there was no pursuance by the PAOSs.

® Ananthapuramu: 20 workg€ (0.14 crore); Chittoor: 5 works (0.04 crore); Kadapa: 11
works € 0.05 crore); Ongole: 76 work¥ .53 crore)
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The Department replied that the DDOs were beingrréded one month before
expiry of BG for renewal; and that it was neithesgible to keep track of the
validity of BG nor desirable to hold PAOs respotesifor this omission. It
was further stated that the PAOs were ensuringttteaBGs were in force on
the date of payment. The reply is not acceptalrieesthe present system of
monitoring of BGs at the time of payment does ridrass the risk of non-
availability of valid BGs for forfeiture in the emeof default by contractors
like suspension of work, etc.

3.1.3.3 Passing of Billswithout prescribed checks

Passing of bills without labour certificatesStandard Schedule of Rates of
PW Departments provide for addition of p&r centof labour component
(10 per centfor labour importation and @er centfor labour amenities) in the
rates of individual work items in the departmergatimates towards labour
importation and labour amenities in respect of woekecuted in municipal
areas, when local labour is not sufficient to exedhe work. Government
orderg (June 2005) stipulate that for passing bills ispeet of such works,
a certificate obtained from Labour Department stidad enclosed to the work
bills and when such certificate is not enclosecwite bill, payment towards
labour amenities should not be allowed. Audit obsé that APAO, Kadapa
admitted 37 bills amounting t§ 230.54 crore in respect of ‘Package No.
LI-01/2006 of Gandikota Lift Irrigation Scheme (whiincluded an amount of
% 4.92 lakh towards labour amenities), even thougtificates from Labour
Department were not enclosed with the bills.

The Department replied that instructions were idsteethe APAO and the

JDWA concerned to obtain the labour certificatetmmrecover the amount

from the next bill and that similar instructionsreelso issued to other PAOs
in the State.

3.1.4  Accounting Controls

The PAO is required to maintain the accounts fer payments made, both
final and intermediary in nature. After making pant of intermediary
nature of bills, PAO is required to adjust the pawmnto final heads of
account. The deficiencies in discharging theseamsipilities are discussed
below:

0] Miscellaneous Public Works Advance$aras 424 and 426 of AP
Public Works Accounts (APPWA) Code prescribe thattain item8& of

expenditure whose allocation is not known at theetof payment or cannot be
adjusted to final head are initially debited to sfuspense head ‘Miscellaneous

" G.0.Ms.No.7 of Finance (W&P) Department, dated6ZD05
8 (i) Sales on credit; (ii) expenditure incurredaeposit works in excess of deposits received:;
(i) Losses, retrenchments, errors, etc.; anddther items
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Public Works Advances’ (MPWA). These charges arpiired to be adjusted
to final head at the earliest possible time. Asparas 7.10.7 and 7.10.8 of
PAO Manual, PAOs are required to maintain full dstaf MPWAs in a
register and exhibit year wise and DDO wise balarared furnish details of
pending items to the DDOs in January and July egr for review and
clearance of suspense balances by proposing TraBstey Orders to the
relevant head of account.

Audit observed that in the test-checked PAOs, MPW/akces aggregating
T 43.61 crord were lying unadjusted under their jurisdiction afsMarch
2015. However, the PAOs neither maintained anysteigof MPWAsS nor
produced the list of advances pending adjustmen@ Aesult, Audit could not
conduct age analysis of the outstanding advances.

PAO, Narsaraopet however, produced MPWA registeiajeng to only one
DDO, viz. - R&B Division, Narsaraopet which was mained upto
September 2003. As per this register, a total & aBvances aggregating
% 0.52 crore were pending adjustment as on Septe20f#8. Out of these,
the oldest item dated back to the year 1972 anththst item pertained to the
year 1998. As per the information furnished by #AO, there was no
clearance of pending advances since 2003 and the amountJ 0.52 crore)
was being shown as outstanding even now, indicdiolg of pursuance with
the matter.

The Department replied that these transactions ang pending under
suspense head and action had to be initiated byDikissions for their
clearance by obtaining budget for the settlemerthe$e items. It is further
replied that the PAO/APAOs had been addressin@i@s to take action for
clearance of the balances under suspense headgveiQwo proof in support
of this was produced to Audit.

Non-adjustment of long pending advancef d@f3.61 crore, indicate that there
was no assurance that the amounts were actuallyt dpe the intended
purposes.

(i) Land Acquisition (LA) advances:PAOs also make advance payments
to Revenue/land acquisition officers (LAOs) for aropg lands on behalf of
the PW Departments. The LA authorities are reguioefurnish copies of LA
awards passed by them and detailed accounts oheéipee incurred there
against within three months for adjustment of exieine to final head of
account. Para 7.8.14 stipulated that if thereawyd by LAOs, the matter
should be investigated and brought to the notic&mécial Collector. Audit

°® Ananthapuramu ¥ 2.77 crore; Chittoor — Nil; KadapaZ-16.66 crore; Narasaraopet -
% 17.58 crore; Ongole¥ 5.63 crore; and Visakhapatnarf ©.97 crore
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noticed that in three of the test checked PAROadvances amounting to
< 18.80 crore paid to LA authorities were pendinguatipent. The earliest
advance pending pertained to the year 2004-05 i@,PRadapa indicating
lack of effective pursuance with the LA authoritiesobtain the accounts for
pending amounts. Though, the advances were reqtoréé adjusted within
three months, the PAO had not pursued with LAOsadjustment of these
advances.

Further, Para 7.8.10 of PAO Manual prescribed reasmice of a register of
LA awards and monitor payments made there agdifwiiever, none of the
test checked PAOs maintained the register of awdrdthe absence of such a
register, the details of LA awards passed by LAharties against the
advances received by them, amount of land compengaaid, etc., were not
available in the PAOs’ records. This shows lacknobnitoring over the
progressive expenditure against the advances mddk authorities.

The Department replied that as of May 2013, an arhoti ¥ 460 crore was
accumulated with LA authorities and due to contumipursuance, an amount
of ¥ 313 crore had been remitted back to Governmentuatcdt was further
stated that pursuance was being made with conceasnéubrities for the
remaining amount. The Department was silent almmut-maintenance of
register of LA awards, due to which monitoring oviand acquisition
payments was deficient.

(i)  Deposits: Deposits furnished by contractors, etc., towardsuse/
earnest money which are refundable to the depssitfter certain period of
time (e.g., after completion of work, etc.) are amaaged for in the PWD
Deposits. Para 7.11.7 of PAO (WA) Manual read vp#ra 463 of APPW
Account Code prescribe that such deposits of coturs, lying unclaimed for
more than three financial years after they becooe ate to be lapsed and
credited to Government Account. The PAO Manuahter stipulated that the
PAO is required to maintain a register of deposiith required details and
communicate the list of outstanding deposits toceomed Executive Engineer
(EE) every year in January and July so as to enhlnte to identify the
deposits to be lapsed. On receipt of the listegabits to be lapsed from EE,
the PAOs are required to take action to credit Hzne to relevant
Government Account as revenue.

As of March 2015, deposits amountingt®7.28 crore were pending in the
PWD Deposits account in five test checked PRO#udit noticed the

19 AnanthapuramuZ 0.02 crore; KadapaZ18.75 crore; and Ongol&-0.03 crore

" Ananthapuramu ¥ 15.6 crore; Chittoor ¥ 20.51 crore; Kadapa ¥ 20.53 crore;
Ongole X 15.7 crore; and Visakhapatnam® 24.94 crore (APAO, Narsaraopet did not
furnish details of deposits to Audit)
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following deficiencies:

* Though the PAOs maintain Deposits Registers, thaildesuch as name
of the remitter, name of work, reference to agragmeature of deposit,
voucher number/date, etc., were not being noteceitinethus making
monitoring of the deposits difficult. In the absencf this data, Audit
could not do age analysis of the outstanding déposs the due dates of
payment of these deposits and due dates for lap$ingclaimed deposits
were not ascertainable.

* PAOs were also not communicating the list of oudiiag deposits to the
respective EEs, as prescribed in PAO Manual. Aesalt, there was no
assurance that the EEs were reviewing the outstgndeposits on
regularly and that unclaimed deposits, if any, thrdapsing were being
credited to Government account as a receipt.

The Department replied that action to credit thelaimed items to revenue
was to be taken by the EEs. The reply was silbatianon-maintenance of
details of deposits and non-pursuance with theewse EEs by the PAOs
about pending deposits.

(iv) Regularisation of provisional paymentsaras 7.5.1 to 7.5.3 of PAO
Manual permits PAO to make provisional paymentsase of emergency,
pending Administrative Approval to estimate/revigstimate, and conclusion
of supplemental agreement. These payments are tegodarised by way of
sanction to estimates, etc. PAO Manual (Para )/ fxdscribes that PAO
should maintain a separate register of provisigagiments for each Division
to note every such payment and watch their re@aaan. In respect of items
outstanding for more than one month, action wabdanitiated to get the
items cleared by addressing the Departmental offidemi-officially.

Audit noticed that none of the PAOs had maintaisegarate register for
provisional payments. While PAOs at Narsaraopet\dsdkhapatnam stated
that no provisional payments were made by thempeasthe information
furnished by APAO, Chittoor, the APAO made provieb payments of
¥ 6.36 crore during 2012-14 which are pending redgsdéion. PAOs at
Ananthapuramu, Kadapa and Ongole had not furnistied details of
provisional payments made by them in the last yiwars.

These lapses indicate lack of monitoring over #ggularisation of provisional
payments.

The Department replied that APAO, Chittoor had bestructed to regularise
the provisional payment by pursuing with the conedr DDOs. The reply
was silent on non-maintenance of register of prowa payments by the
PAOs.
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3.15 Internal Control Mechanism
3.1.5.1 Annual inspections

() Government stipulated that the Director of Workscdunts (DWA)
shall conduct inspection of the PAO offices. Audliserved that the DWA
conducted inspection of only nine out of 19 PAOsmdythe five year period
2010-15. Five out of the six test checked PAOs wetanspected by DWA in
the last five years (except PAO, Kadapa which waged to be inspected in
2012, but the inspection report was not furnisteedudit).

(i)  As per Para 3.16.1 of PAO manual, the Joint Dimsctof Works
Accounts? (JDWA) shall inspect the PAO offices under theintol once in a
year and issue suitable instructions as deemeantit send their reports to
Government regularly. Audit noticed that JD, Dowslaaram inspected the six
PAOs under his control only once (2012-13) in tus five years. JD, Ongole
did not inspect any of the six PAO offices undex ¢ontrol in the year 2014-
15. The JDWAs of Dowlaiswaram and Kadapa did notifin their Inspection
Reports to Audit. Therefore, Audit could not vgrihe issues raised in their
reports and whether the PAOs had taken remedialnaittereon.

(i) Paras 14.1.1, 14.2.1, 14.3.1 and 14.7.2 of PAOudlastipulated that

the PAOs shall conduct inspection of the offices DOs under their

respective jurisdiction annually to satisfy himsabiout the accuracy of the
data based on which the claims were prepared asdddhat initial accounts
and records based on which the claims are preaeegroperly maintained in
the prescribed forms and that financial rules aegulations are observed.
Audit noticed that five out of the six test checkedOs were not conducting
inspection of DDOs annually. Three PAOs (Narsargopengole and

Visakhapatnam) had not conducted inspection ever onthe last five years.
PAO, Ongole conducted the last inspection of DD@syéars ago in 2001.
Two PAOs (Ananthapuramu and Kadapa) inspected tb®©®only once

(2011-12) in the last five years. However, the BA@d not furnish their

inspection reports/notes to Audit. No evidence voasd in the records that
the PAOs had been issuing any instructions to tB®©® on maintenance of
books/accounts/records.

The Department replied that the DWA/JDWAs/PAOs/ARANducted very
few inspections due to meager staff and assuretdttigaorganisation was
striving to complete inspections as per mandate.

3.15.2 Responseto audit objections

On receipt of monthly account and related vouchéng, Office of the
Accountant General (E&RSA) conducts audit of voushend communicates

12 Formerly called as Director of Accounts
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Audit Notes (ANs) containing objection to the PAG@mncerned. The PAOs
are required to rectify the defects pointed outdoylit and submit replies
within 30 days for settlement of the objectionsuring 2010-15, the Audit
Office issued 1549 ANs on the 19 PAOs involving adalt amount of
% 226.17 crore, which included audit observationatieg to short recovery of
Value Added Tax, Income Tax, labour cess, seigg®raharges; excess
payments to contractors in work bills; short deductof AP Group Life
Insurance premium, professional tax, etc. from phmls; irregular
reimbursement of medical claims; etc. As of Mar€i%, as many as 1318
ANs involving ¥ 130.12 crore were still pending for want of remeédia
action/replies by the PAOs (Out of these, 411 ANsenon the test checked
PAOS?). The age analysis of the pending ANs is as fatow

Table 3.2 — Details of audit notes pending

pending as of March 2015 ®incrore)
2006-07 to 2009-10 58 3.79
2010-11 46 4.33
2011-12 52 5.12
2012-13 88 6.80
2013-14 543 95.75

2014-15 531 14.33

Total 1318 130.12

As seen from the above table, 58 ANs pertain topéreod prior to 2010-11
(the oldest being 2006-07).

<

The Department replied that the audit notes wenegbeommunicated to all
PAOs and that the Department was monitoring theustaf submission of
replies in monthly review meetings. However, abaowentioned ANs are
pending for want of remedial action/response froep&tment.

3 Ananthapuramu - 130 AN (3.22 crore); Chittoor - 45%(2.92 crore); Kadapa - 46
(X 10.10 crore); Narsaraopet - 28 (.11 crore); Ongole - 61%(0.97 crore) and
Visakhapatnam - 10%(1.96 crore)
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Agriculture and Co-operation Department
(AP State Co-operative Marketing Federation Limited)

3.2 Distribution of Zinc Sulphate by Andhra Pradesh State
Co-operative Marketing Federation Limited

Zinc is one of the essential micro-nutrient in spothe deficiency of which
leads to decrease in soil fertility resulting inayed/non-uniform maturity of
crops, decrease in yield as well as the qualityrops. Presence of zinc, both
in low concentration and excess concentration ifs,sbmits crop growth.
Thus, presence of adequate zinc in soils is esdgeotioptimise crop yield/
agricultural production. GoAP has been supplyiig¢ Sulphate-21%’ (zinc)
to the farmers in zinc deficient Mandals at&r centsubsidy, with Normal
State Plan funds and also with funds received fi@ol under National
Mission for Sustainable Agriculture and NationabBdSecurity Mission. For
this purpose, GoOAP nominated the Andhra Pradeshe SGooperative
Marketing Federation Limited (APMARKFEB)as nodal agency for supply
of zinc to farmers. APMARKFED was to conduct zingecations as per the
guidelines issued by the Commissioner and Direattégriculture (CDA). As
per the guidelines issued by the CDA, the APMARKHEA3 to procure zinc
in the quantities specified by the Agriculture Depeent and position the
stocks at the designated sale points (generally nieenber societies of
APMARKFED).

Audit examined the records of fdtdistricts offices of APMARKFED and
two Primary Agriculture Cooperative Societies irtleaistrict with respect to
distribution of zinc. During 2010-14, APMARKFED mplied the following
guantities of zinc in the four test-checked dissric

Table 3.3 — Details of zinc supplied in test chedkdbstricts during 2010-14

(inMTs) Rincrore)
Ananthapuramu 1571.73 5.17
1243.16 4.12
2138.14 7.16
Srikakulam 286.06 1.00
(Source: Sales ledger from SAP data of APMARKFED)

4 APMARKFED is a federation of Primary Agriculture@perative Societies (PACSSs) in the
State established (in the year 1957 and registenddr the AP Cooperative Societies Act)
with the objective to help the farmer's communitysecure better price for their produce by
taking care of their market needs and providingcagiure inputs

15 Ananthapuramu, Krishna, Nellore and Srikakulam
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Following are the audit observations in this respec
321 Non-maintenance of details of beneficiaries

As per the Operational Guidelines issued by CDA MARKFED was
required to print and supply permit books to Mandaricultural Officers
(MAOs) for issue of permits to the farmers for slyppf zinc. The MAOs
issue permits to the farmers based on the landrigplhd the proposed crop
as per their pattadar pass books. While issuingipeto eligible farmers, the
MAOs have to record in each permit slip the namtheffarmer, land area and
the quantum of zinc to be supplied. Farmers havtalke the permit slips
along with their pattadar pass books to the salmters. Sales in-charge has
to issue zinc to the farmer as per the quantitytroeed in the permit slip by
collecting the non-subsidy amouri0( per centof the cost) from beneficiary
and obtain the beneficiary’s signature in the bdbk and permit slip. The
District Manager, APMARKFED (DM) should collect thaon-subsidy
amount from sales-in-charge and remit it to thedhetlice. The sales-in-
charge should furnish the list of beneficiariescktstatements and company
invoices to the DM, APMARKFED or Agriculture Deparént. After
completion of distribution of zinc, the Joint Ditec of Agriculture (JDA)
furnishes Utilisation Certificates (UCs) to APMAREKD for the zinc
distributed, based on which APMARKFED claims reimdgmment of subsidy
from Government.

Audit noticed that though permit books were statedhave been printed by
APMARKFED and supplied to respective agriculturdficers, the details

thereof, acknowledgements given by MAOs upon rdcefppermit books,

signed copies of bill books and permits were ndilable in any of the test
checked districts. In the absence of these basturdents, there was no
assurance that the above quantities were issuespaeently to eligible

farmers.

Government replied (December 2015) that copies @fmfs would be
maintained in future.

322 Non compliance of guidelinesin distribution of zinc to farmers

Application of correct dosage of zinc is essenfbalachieving optimal crop
yield. The dosage of zinc to be supplied dependthersoil type, crop variety
and cropping intensity. In respect of paddy crapsdelines stipulated that
zinc should be supplied at a dosage of 50 Kg/Haafenaximum extent of
two Ha for each farmer. Thus, the maximum eligiglgantity per farmer
works out to 100 Kg. Guidelines further stipulatdsht the DMs of
APMARKFED should verify the dosage per Ha and sanctimit while

distributing. It was noticed in audit that APMARED supplied (2014-15)
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55.75 MTs of zinc to Cooperative Rural Bank (a memlsociety of

APMARKFED), Buchireddypalem in SPS Nellore distrizhd the Society
distributed (September to November 2014) the sanfariners. However, no
details of beneficiaries (like the name of the farnextent of land (in Ha) and
serial number of the permit issued by MAO) to whtme above zinc was
distributed were available either in the recordghef District Manager or in
the stock register of the Society. This indicataskl of monitoring by

APMARKFED over distribution of zinc.

Audit noticed from stock register of the societyatt the Society distributed
more than the maximum ceiling of 100 Kg per fartoe87 farmers. This was
in deviation of guidelines and gives scope to masefszinc.

Government replied that 55.75 MT of zinc was swgaplio 963 beneficiaries
within the prescribed ceiling. The reply is notreat since audit observed 87
cases of excess zinc issued as per the stockeegfahe Society.

3.2.3 Issue of Utilisation Certificates without actual distribution of
zinc

It was noticed that APMARKFED supplied 11.50 MT @ic to the Primary
Agricultural Cooperative Society, Agiripalli, Krisla District, for distribution
to farmers on subsidy. The Society sold 6.00 MTatmers during two years
leaving a closing stock of 5.50 MT as at the enMafch 2015. However, the
JDA, Krishna district furnished UC for the entir@amtity issued in the
District and APMARKFED claimed the subsidy accoglin from the
Government. Thus UCs were being issued withoutfyieg the actual
distribution to farmers.

Government replied that UC was issued since the M@0 identified the
farmers and issued permits to them and that theaeies lifted the stock
subsequently. The reply is not acceptable sinabdeatime of furnishing of
UC, the total quantity of zinc was not fully dismited. Issuing UC without
actual distribution was not in order.
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Transport, Roads and Buildings Department
3.3 Extra Expenditure dueto waiver of tender discount

Government of Andhra Pradesh accorded adminisgratanction (November
2004) for the work on “Providing a Two-lane roadnoectivity from
Venkatachalam to Krishnapatham Port from Km 0/000 Kim 23/325”
for ¥ 29.02 crore. The work was divided into three reachi.e. from
Km 0/000 to 6/200 (Reach-A), Km 6/200 to 10/8504&teB) and Km 10/850
to 21/850 (Reach-C). The Department sanctioned ({8ug006) an estimate
for ¥ 31.9 crore for reaches ‘B’ and ‘C’. Estimate foed®h-A was not
sanctioned as this reach passes through forestacefrest clearance was yet
to be obtained. Tenders were invited (Septemb86Rr reaches ‘B’ and
‘C’ and agreements concluded (January 2007) withetd bidder (same
contractor for both works) forZ 6.24 crore (Reach-B) ar®l 17.77 crore
(Reach-C) at a tender discotfhof 15.50 per centand 16.04per cent
respectively.

After award of works to the agency, the Governnaetided to convert the
road to four-lanes instead of two-lanes in view dévelopment of
Krishnapatnam Port and accorded revised adminigraanction (July 2007)
forX 102 crore (earlieR 29.02 crore).

The contractor requested (July 2007) the Departnfiententrustment of
revised four lane work including work in Reach-Athvi2007-08 rates at a
tender discount of 16.0¢er cent Para 176 (e) of AP Public Works
Department (APPWD) Code read with Preliminary Sipeation-63 of AP
Detailed Standard Specifications (APDSS) stipul#ites the rates for excess
guantities shall be as per the original agreenesesrand in case of new items,
it should be standard schedule of rates (SSRs) witich the original
estimate was prepared plus or minus overall tepdecentage quoted by the
contractor. However, though the original estimages prepared with 2006-07
rates, Government accepted the contractor’s requestordered (September
2007) entrustment of revised work to same agency2@di/-08 rates at a
tender discount of 16.0der centon the ground that these additional works are
contingent to the main work which was already iogoess and the tender
discount offered by contractor was advantageo@oternment.

In February 2008, Government issued orders fowstritrent of the four-lane
road work of Reach-A (Km 0/000 to 6/200 which wef$ but earlier) and two
major bridges at Km 10/100 and Km 14/100 to theesagency at estimate

'8 In August 1998, Government dispensed with theesysof contractors quoting item wise
rates while bidding for works. It was decided thidders need to quote only the overall
tender percentage on the estimate rates indicatdtitender schedule. The overall tender
percentage quoted by bidders forms the basis detesvaluation
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rates of relevant period (to be revised quartedypar actual work done),
instead of applying the original agreement ratek vander discount.

Contractor again represented (April 2008) to theréboment (i) to waive the
tender discount and also to pay relevant SSRs asaqgteal work done for
entire work and (ii) to pay cost of soils and attlemd charges for soils
brought from distant places. Government accepfedy (2008) both the
requests of the contractor and accorded (Febru@ff)2another revised
administrative approval fo¥ 149.90 crore. The Department concluded six
supplemental agreements with the contractor for dbeve changes. In
addition, four more supplemental agreements wereluded for additional
works like construction of culverts, two more brdg changes in
specification, increase in road width, etc. Thateactor completed (March
2009) the entire work and a total amount1.20.42 crore was paid (October
2009).

Audit observed that the justification given by tBevernment for post tender
entrustment of high value additional works was a&et advantage of the
discount offered by the contractor. Thus, the egbent waiver of tender
discount for both the additional works as well las original work was not
correct and tantamount to vitiation of the spificompetitive bidding process
and undue favour to contractor. This resulted xtrae expenditure of
T 19.267 crore.

The above audit observation was communicated toefhovent in December
2014 and October 2015 (reminded in January 201tk@c 2015 and January
2016), reply is still awaited.

Y Tender discount in Reach-C agreemefit1:10,48,50,092 X 16.04% & 17,72,17,955/- or
sayX 17.72 crore; Tender discount in Reach-B agreemé&n®;93,01,212 X 15.50% =
% 1,53,91,688/- or sa¥ 1.54 crore; Total discount foregofe19.26 crore
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Water Resour ces Department

3.4 Excessreimbursement of Value Added Tax3¥ 9.32 crore

Government accorded (November 2007) administradjweroval forZ 4573
crore for ‘Modernisation of Krishna Delta Irrigaticand Drainage System’.
The modernisation works were divided into severtkages. After call of
tenders (November 2009), the Superintending Enginkggation Circle,
Guntur (SE) awarded the modernisation works in Gudistrict to the lowest
bidders and concluded (June 2010) agreements vatipalation to complete
by September 2014. The works were in progress asugust 2015.

Audit scrutiny of records pertaining to 11 workshMédernisation of Krishna

Delta System executed under the Krishna WesterrsiDiy, Tenali; Drainage

Divison, Repalle and Drainage Division, Chirala @aled that the tender
conditions and the agreement clauses (clausesahil.85) of the above works
stipulated that the bidder's quoted price shalinmusive of all duties, taxes
and other levies payable to State/Central Goverbm&he tender/agreement
clauses (clause 18.1 read with clause 105) alpolated that Value Added
Tax (VAT) would be recovered at 2r cent(applicable rate at the time of
agreement) on gross bills of the contractor. Beaaf revision of tax structure
by Government from time to time, tax would be rem@d at such revised
rates and the differential amount would be reimédit® contractor.

After concluding the agreements, the Departmenteds(April 2011) an
amendment to the above clause in these 11 agreenmetite effect that the
entire amount of VAT deducted from work bills (ieatd of only the
differential amount) would be reimbursed to corivess This was done
keeping in view the recommendation of the IBM Comteet® that VAT was
not loaded in the departmental estimates and t@ibgbursed as per actuals.
The total value of work done and bills paid undeese agreements so far
(August 2015) was3 332.95 crore. The Department recovered VAT
amounting t&X 15.99 crore (at fouper centupto September 2011 and at five
per centthereafter) from work bills and reimbursed theirenamount to the
contractor (the same agency in all the 11 confraass per the modified
agreement conditions.

Audit observed that since, as per the tender aigthal agreement conditions,
the prices quoted by the bidders were inclusiveVAT at the rate of
2.8 per cent post tender alteration to the agreement clauseadtedsin
unwarranted financial commitment ¥f12.12 crore (i.e. 2.er centon the
total agreements value &f 433 crore). Out of this, an amount ©9.32

18 The committee constituted for examining and firialj the Internal Benchmark (IBM)
estimates for the irrigation works taken up undemgiBeering, Procurement and
Construction (EPC) Turnkey contract system
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crore® had already been passed on (as of August 2018)et@ontracting
agency, resulting in undue benefit to it.

The Executive Engineer, Krishna Western Divisioendli replied that VAT
was not loaded in the departmental estimates fesetlworks, original clause
stipulating recovery of VAT at 2.8er centwas included in bid/agreement
conditions by oversight and the agreement conditiosere later corrected
based on the decision of IBM Committee to reimbutise entire VAT
recovery.

The reply is not tenable, since the bid prices gddity the agency were based
on the tender conditions as per which 2eB centVAT was to be borne by the
contractor and only the differential amount recedeover and above 2(&r
centwas to be reimbursed. 1Q&r centVAT reimbursement was neither
discussed in the pre-bid meeting nor were the tecdaditions modified
before the last date of submission of bids thouBM lestimates were
finalised. Thus, post tender modification to agreetrconditions allowing full
reimbursement of VAT was vitiation of tender commis and resulted in
undue benefit to the agency.

The audit observation was issued to Government wmvelhber 2015
(reminded in December 2015 and January 2016); is@waited.

3.5 Undue benefit to contractor in violation of contract
conditions

Under Handri Niva Sujala Sravanthi (HNSS) prdjéctthe work of
“Excavation of HNSS Main Canal from Km 440.000 t;mK63.000 including
Distributary system, etc. (Phase-Il Package No” Wgs awarded (January
2007) after call of tenders to a contractorId8.77 crore at a tender discount
of 18.0335per centon estimate value for completion in 36 months, by
January 2010. The work was in progress and theevafluvork done and paid
was? 43.14 crore (March 2015).

The agreement was an Engineering, Procurement amsti@ction (EPC)

turnkey contract under which the agency was to sonhdetailed survey and
investigation, prepare and submit designs and aigavio the Department in
line with the basic project parameters broadly raei in the agreement and
execute the entire work including all ancillary aindidental items of work

and deliver the project in complete shape. Theeageat conditions stipulated
that the contractor was bound to execute all supghtal works that are found

19 j.e. 2.8per centVAT to be borne by the agency in the work billsdoso far

2 HNSS is a new major irrigation project taken uphvén objective of providing irrigation to
6.03 lakh acres of land in Anantapuramu, Chitt@R Kadapa and Kurnool districts. The
project is under construction
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essential, incidental and inevitable during exexutf main work at no extra
cost to the employer and the cost due to such sappital items of work shall
be borne by the contractor.

Audit observed that while inviting bids, the Depaent prepared an estimate
for the work considering the length of canal to decavated under this
package as 23 Km. The scope of work as mentiondtid ‘Basic Project
Parameters’ in the agreement also stipulated ekicavaf canal from Km
440.000 to Km 463.000 (i.e. 23 Km). However, aftsevard of work, the
agency conducted detailed survey and investigatiand proposed an
alternative alignment for the main canal for a ltéémgth of 18.975 Km by
avoiding some curves in the alignment initially smered by the Department.
The agency’s proposal was approved (September 200 The Department
and the canal work was being executed accordinglyus, there was a post
tender reduction in the length of canal by 4.025, ktme value of which works
out toT 8.24 crore. However, the Department did not redheeagreement
value as the contract did not provide for adjustinoérrontract price for either
increase or decrease in quantities/items of workhiwi the project
requirements.

On the other hand, during execution of contrad,apency represented (April
2010) that the canal alignment was passing nearvtilages where blasting
operations were required and sought additionaimesnys towards control
blasting (instead of open blasting), so as to awzthages to the villages.
Though this claim was contrary to the terms anddttams of contract, based
on the recommendations of an Expert Committee la@dbtate Level Standing
Committee, Government accepted (December 2013) pghaposal for
additional payment of 5.19 crore to contractor towards controlled blagtin
over and above the original agreement value. Atngty, the Department
concluded (December 2013) a supplemental agreemtnthe agency and an
amount oR 5.12 crore was paid towards controlled blastingrgi&015).

Thus, not considering the saving®d8B.24 crore due to post tender reduction
in canal length and allowing additional paymen&d.19 crore for controlled
blasting is an undue benefit to the agency andaegipenditure on the
Department.

As regards the savings due to reduction in canadtle the Department
replied (November 2015) that there was no changéhén ‘Basic Project
Parameters’ under the agreement and that therenwaspecific agreement
condition to recover the savings. As regards autht payments for
controlled blasting, the Department replied thar¢hwas no provision in the
agreement for controlled blasting except for extawaof canal in 300 mm
rock as per clause 3.1.13(t) of Technical Spediticsa appended to the
Agreement. Since controlled blasting was not predidn the estimate,
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additional payment was allowed for controlled blasting as this was outside the
scope of the agreement.

The reply is not acceptable since the agreement conditions clearly stipulated
that the contractor had to execute all supplemental works that were found
essential, incidental and inevitable during execution of main work at no extra
cost to the Department. The fact of canal alignment, passing near two villages
where blasting operations were required, was known at the time of bidding
itself. Besides, Department’s reply does not explain the contradiction in
non-accrual of savings due to reduction in canal length and allowing
additional payment for controlled blasting, whereas in both cases, there was no
change in the Basic Project Parameters stipulated in the agreement.

L

(LATA MALLIKARJUNA)
Hyderabad Accountant General
The (Economic & Revenue Sector Audit)

Andhra Pradesh and Telangana

Countersigned

¢

e

i 7
(SHASHI KANT SHARMA)
New Delhi Comptroller and Auditor General of India
The
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Appendix 1.1
(Referenceto paragraph 1.6.3, page 4)

Department-wise break-up of outstanding Inspection Reports and
Paragraphs

Number of IRs/Paragraphs
issued up to 31 March 2015
and pending as of

Department
30 September 2015

IRs Paragraphs

Agriculture Marketing and Cooperation _—

Animal Husbandry, Dairy Development and
Fisheries

Environment, Forests, Science and
Technology

Industrl esand Commerce

Information Technology, Electronics and
Communication

Infrastructure and | nvestment

——

Works & Projects wing of Finance
Department
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Appendix-2.1
(Referenceto paragraph 2.1.12.2, page 24)

Details of short supply of feed in the first quarte due to non-
consideration of age of the enrolled calves

No. of Vol Quantit
o Rate at which feed requirement| supplied y
calves at the calves in . st short
: requirement was to be for 1 :
time of feed| the age t supplied
rou calculated for the ' quarter | quarter (in Kg)
group (in Kg) 9
10 months 42 @ 1.5 Kg/day for 3 months 5670 1890 3780
9 months 207 @ 1 Kg/day for 1 month and 24840 9315 15525
1.5 Kg/day for 2 months
8 months 349 @ 1 Kg/day for 2 months and 36645 15705 20940
1.5 Kg/day for 1 month

7 months 9691 @ 1 Kg/day for 3 months 872190 436095 436095
6 months 7082 @ 500 Gm/day for 1 month 531150 318690 212460

and 1 Kg/day for 2 months
5 months 10491 @ 500 Gm/day for 2 months 629460 472095 157365
and 1 Kg/day for 1 month
4 months 8408 @ 500 Gm/day for 3 months 378360 378360 0
oo Toa | 2erseis | doaziso) sacics.
Appendix — 2.2

(Referenceto paragraph 2.1.12.2, page 24)

Details of delayed supply of the third quarter feedo enrolled calves

No. of | Month in which | Due date for Actual month in
Delay

range

District

calves | 1% quarter feed | supply of 3° | which 3% quarter
enrolled | was supplied | quarter feed | feed was supplied

Anantha- 2982 February 2014 August 2014 December 2014 4 months

-puramu (partialy supplied)
Chittoor 11551 October 2013 April 2014 July, October, 3t08
November and months
December 2014
6295 January/ July/August November and 3to5
February 2014 2014 December 2014 months
Guntur 4185 October to April toJune  August to October 4 months
December 2013 2014 2014
7699 January/March  July/September ~ September/October 1to2
2014 2014 2014 months
Kurnool 3558 January 2014 July 2014 October and 3to5

December 2014 months
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Glossary

Assistant Directors

Animal Husbandry

Artificial Insemination

Audit Notes

Assistant Pay and A ccounts Officer

Andhra Pradesh State Co-operative Marketing

Federation Limited

Andhra Pradesh Public Works Accounts Code
Andhra Pradesh Public Works Department Code
Bank Guarantees

Bill Monitoring System

Below Poverty Line

Commissioner & Director of Agriculture

Chief Engineer

Chief Minister

Director of Animal Husbandry

Demand Draft

Drawing and Disbursing Officers

District Managers

Director of Works Accounts

Executive Engineer

Environment, Forests, Science and Technology
Earnest Money Deposit

Government of Andhra Pradesh

Government of India

Handri Niva Sujala Sravanthi

Head of Departments

Internal Audit

Internal Bench Mark

Joint Director of Agriculture

Joint Directors

Joint Director of Works Accounts

Land Acquisition

Letter of Credit

Municipal Administration and Urban Devel opment
Mandal Agricultural Officers
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W ¢ Managing Director

LA ¢ Misodllaneous Public Works Advances
MTs

Metric Tonnes

VI : Natona Missionon Proten Supplements
_ '

Normal State Plan

Prime Minister

R - oo v s Doclopmt.

_ . Public Works Department

. RawiaKishVikasYoaa
_ . Special Component Plan for Scheduled Castes

. saf Help Groups

. Standard Schedule of Rates
_ : Veterinary Assistant Surgeon
Work Charged Establishment
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