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This report for the year ended March 2015 has Ipeepared for submission to the
Governor of Andhra Pradesh under the CAG’s DPC R@71.

The Report contains significant results of the tuoh the Panchayat Raj
Institutions and Urban Local Bodies in the Statduding departments concerned.

The issues noticed in the course of test audittHer period 2014-15 as well as
those issues which came to notice in earlier ydarscould not be dealt within the
previous Reports have also been included, whereagssary.

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

1 About this Report

This Report of the Comptroller and Auditor Genexfalndia (CAG) relates to matters
arising from performance audit of selected prograsmf Panchayat Raj and Rural
Development (PR&RD) and Municipal Administration datdrban Development
(MA&UD) departments implemented with involvement ladcal Bodies along with
compliance audit of PRIs and ULBSs.

This report also contains overview of finances awdounts of local bodies and
observations on financial reporting.

2 Significant Audit findings

This Audit Report includes results of one perforcemudit and three compliance
audit paragraphs of PRIs and ULBs. Draft perforoeaaudit and compliance audit
paragraphs were forwarded to Government and repliesever received have been
duly incorporated in the Report. Significant auditings relating to their audits are
discussed below.

2.1 Performance Audit on Infrastructural development in slums
identified under IHSDP

Integrated Housing and Slum Development Programmiéi$DP) is one of the
components of Jawaharlal Nehru National Urban RenalvMission (JNNURM)
launched by Government of India (Gol) in Decembed@5 to encourage reforms
and fast track planned development of identifiedies. This programme combines
the Valmiki Ambedkar Awas Yojana (VAMBAY) and Natial Slum Development
Programme (NSDP) to bring about an integrated appob in improving the living
conditions of urban slum dwellers by providing adexje shelters, amenities and
community infrastructure. The programme is applicibto all the cities and towns
as per census 2001 except those covered under INMUFRhe basic objective of the
programme is to strive for holistic slum developntesith a healthy and enabling
urban environment. Out of 27 projects sanctionedO(-09) in the State for
infrastructure development under IHSDP at a cost &41.30 crore, teh projects
costing ¥110.43 crore were selected for detailed scrutinyséd on the highest
approved cost in each of the districts. Performanéaidit of Infrastructural
Development in slums identified under IHSDP revedlthe following:

Programme was implemented in 27 non-notified slum#iree hazardous/
objectionable slums and 65 slums in private owneahds by incurring an
expenditure of#44.93 crore in violation of Government orders.

(Paragraphs 4.6.1(iii, iv and v))

! Anakapalli, Chirala, Kakinada, Kavali, Kurnool, Bfilipatnam, Madanapalli Narasaraopet,
Pulivendula and Guntur (Pilot study)
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Preparation of Detailed Project Reports sufferedofn various deficiencies viz.,
non-inclusion of existing facilities/amenities inhe slums, non-convergence with
other departments etc.

(Paragraph 4.6.2)

Due to non-completion of housing components, inftagcture created at a cost of
¥16.38 crore in three layouts in Kakinada, Kavali drMadanapalli ULBs remained
unutilised.

(Paragraph 4.7.2.1)

Due to non-availability of sites, construction ofommunity utility centres and
community toilets were not taken up. Further, eleveommunity utility centres
constructed in test-checked projects were not potuse defeating the intended
purpose.

(Paragraphs 4.7.2.5 & 4.7.4)

Despite completion of all the projects, State Letsdal Agency (SLNA) retained
an amount #7.10 crore as of March 2015 without refunding tdv@ Gol/State
Government.

(Paragraph 4.8.2)

Monitoring system was not effective as evident froshortfall in training
programmes, non-conducting of social audits etc.

(Paragraphs 4.11.2,4.11.3 & 4.11.4)

Despite implementation of various programmes/schemfor providing basic
infrastructure facilities and improving conditionsn the slums from time to time,
de-notification process was not taken up by the WH_8f test-checked projects. The
overall number of slums increased despite implenaian of the programme.

(Paragraph 4.11.%
2.2 Compliance Audit Paragraphs

221 Municipal Solid Waste Management (MSWM)

Government of India notified “The Municipal Solid \Wste (Management and
Handling) Rules 2000” in September 2000 to manadpe tincreasing quantum of
waste generated due to urbanisation. Pursuant tsflGovernment of the composite
State of Andhra Pradesh formulated guidelines inrd& 2005 to promote awareness
among the public about the principles of waste mgeanent and ensure that the
cities and towns in the State are clean with highadjty of public health.

Audit of implementation of Solid Waste Managemer8WM) by Urban Local
Bodies (ULBs) in Andhra Pradesh was conducted indiMunicipal Corporations
(Guntur, Kadapa, Nellore, Tirupati and Vijayawadaand four Municipalities
(Adoni, Machilipatham, Nandyal and Vizianagaram) ithe State. It was observed
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that ULBs have not been compliant with the Municip8olid Waste (Management
and Handling) Rules in several regards relating tmllection, segregation, storage,
processing and disposal.

Segregation of Municipal Solid Waste (MSW) was midne at source point and
door-to-door collection of wastes wasacticed sporadically

(Paragraphs 5.1.4.2 (ii) & (iii))
Manpower was engaged and vehicles were procureexoess of requirement.
(Paragraphs 5.1.4.2 (v) & 5.1.4.3)

Appropriate technology was not adopted for procagsof waste to minimize burden
on landfill. Segregation of e-waste was not done¢her at source or at transfer
station/dumping yard in any of the test-checked Maipalities/Corporations

leading to environmental hazard.

(Paragraphs 5.1.4.4 & 5.1.4.4 i)
There was no system for generation of power fromlzgge.
(Paragraph 5.1.4.5 ())
Monitoring mechanism was not adequate.
(Paragraph 5.1.4.%
2.2.2 Delayed remittances resulted in avoidable expendita

Failure of the Society for Elimination of Rural Poerty (SERP) in remitting
Provident Fund Contributions on time resulted in awmable expenditure of
¢1.67 crore on damage charges and interest, besidesurring liability of

90.19 crore on pending charges.

(Paragraph 2.1)
2.2.3 Avoidable late payment charges o¥5.10 crore

Failure of Nellore Municipal Corporation to ensurggayment of electricity bills in
respect of eight High Tension services in time réed in avoidable late payment
charges to the tune o#5.10 crore.

(Paragraph 5.2)
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Chapter |

An Overview of the Functioning, Accountability Mechanism and
Financial Reporting issues of Panchayat Raj Instittions

An Overview of the Functioning of the Panchayat Ra|nstitutions
(PRIs) in the State

11 Introduction

Government of India (Gol) enacted (1992)%7@mendment to the Constitution to
empower Panchayat Raj Institutions (PRIs) as |sedi-governing institutions to
ensure a more participative governing structuréhencountry. Gol further entrusted
to the PRIs the implementation of various sociorecoic development schemes
including those enumerated in the Eleventh Schedullee Constitution.

The States, in turn, were required to entrust tHesal bodies with such powers,
functions and responsibilities as to enable thenfutection as institutions of self-
governance and implement schemes for economic alawelnt and social justice.

Accordingly, State Government enacted Andhra Ptadanchayat Raj (APPR) Act
in 1994 repealing all the existing Acts, to estsibla three-tier systewiz., Gram
Panchayat (GP), Mandal Praja Parishad (MPP) arld Pitaja Parishad (ZPP) at
Village, Mandal and District levels respectively.

1.1.1 State profile

As per 2011 census, total population of the 13idtstof Andhra Pradesh State was
4.96 crore, of which 3.50 crore (fiker cenj lived in rural areas. A profile of rural
Andhra Pradesh is given below:

Table 1.1
Rural population Crore 3.50
Rural population density Sqg. Km 224
Rural sex ratio Females per 1000 Males 994
Rural literacy rate Percentage 62.37
Zilla Praja Parishads Number 13
“ Mandal Praja Parishads Number 660
Gram Panchayats Number 12,918

Total number of PRIs (5+6+7) 13,591

Source: Information furnished (June 2015) by Cossioner Panchayat Raj and Rural Development
(CPR&RD) and ‘Andhra Pradesh at a Glance’ publisti@éanuary 2015) by State Government

Page 1



Audit Report on ‘Local Bodies’ for the year endeddyth 2015

1.2 Organisational set-up of PRIs

Organisational arrangements for the PRIs, inclusivé&overnment machinery and
elected representatives in the State, are as fellow

Panchayat Raj and Rural Development Department

Principal Secretary Principal Secretary Secretary
PR&RE Rural Development Rural Water Supply

Commissioner Engineer in Commissioner Engineer in
PR&RE Chief (PR) Rural Chief
Development (RUS)]

ZPP elected
body headed by Chief

: District Project
Chairperson and Executive

\ Panchayat SE/ Director
assisted by Officer Officer PR DWMA

Standing (NREGS)
Committees

District
Level

oo, eeo°®

......:os.. *3f o0, LY

MPP elected i Seeee.,,

body headed by 5 Me}ndal : Divisional EE/
President and S Panchayat

assisted by QLB Officer
Members

Mandal
Level

GP elected body
headed by Sarpanch
and assisted by
Standing
Committees

EEEVE
Secretary

Village
Level

Dotted lines represent partial supervision

The PRIs are under the administrative control ef @ommissioner, Panchayat Raj
and Rural Employment (CPR&RE). The elected membézPP, MPP and GP are
headed by Chairperson, President and Sarpanchcteshe They convene and
preside over the meetings of standing committees@eneral body. The executive
authorities of ZPP, MPP and GP are Chief Execufécer, Mandal Parishad
Development Officer and Panchayat Secretary reispéct They hold the executive
powers for the purpose of carrying out the provisiof the APPR Act, 1994.

1.3 Functioning of PRIs

Eleventh Schedule, to ?3Constitutional Amendment Act, 1992, listed 29 sakg
for devolution to strengthen the PRIs. During 2087-State Government devolved
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10" functions to PRIs and, thereafter, no functionsendevolved. Funds relating to
devolved functions are being released to PRIs tiirdme departments concerned. As
per the information furnished (November 2015) byR&RD, only three departments
released funds amounting &.7.05 crore to PRIs in 13 districts during 2014-15
(Appendix-1.}

1.4 Formation of various committees

As per the provisions of APPR Act, 1994 various puttees are constituted at ZPP,
MPP and GP level along with District Planning Cortted (DPC). At ZPP level,
seve standing committees are to be constituted to ropnihe progress of
implementation of works and schemes related toestjassigned to them. In every
MPP and GP, there shall be functional committeesafgriculture, public health,
water supply, sanitation, family planning, educatioommunication etc., to monitor
the progress of implementation of works and scherbesing the year 2014-15,
scrutiny of the records of 68 PRIs revealed thateispect of 131 PRIs, functional
committees were not constituted.

The State is empowered to constitute a Districhiiteg Committee (DPC) at district

level. DPC shall ensure that each Panchayat irdisteict prepares a development
plan for the financial year, which shall be condated into the District Development
Plan and shall be submitted to the Governmentrfoorporation into the State plan.
Scrutiny of records of Anantapur and YSR distrietgealed that there were delays in
finalisation of annual plans for the years 2012t432014-15 by the DPCs and the
delays ranged from 196 days to 317 days.

1.5 Audit arrangement

1.5.1 Primary Auditor

Director, State Audit (DSA) functioning under theénainistrative control of Finance
Department, is the statutory auditor for PRIs undedhra Pradesh State Audit
Act, 1989. As per Section 11(2) of the Act, DSAeaguired to prepare a Consolidated
State Audit and Review Report and present it toStade Legislature. The DSA has
four Regional Offices and 13 District offices in diira Pradesh State. As per
Section 10 of the Act, DSA is empowered to initistecharge proceedings against
the persons responsible for causing loss to thesfuof local authorities or other
authorities and such amounts are to be recoverdldebgxecutive authority concerned
under Revenue Recovery (RR) Act.

1 (i) Agriculture and Agriculture Extension (ii) Amal Husbandry, Dairy and Poultry (iii) Fisheries
(iv) Health and Sanitation (v) Education, inclugliRrimary, Secondary and Adult Education and
non-formal education (vi) Drinking Water (vii) Penty Alleviation Programme (viii) Women and
Child Development (ix) Social Welfare, including Wee of the Handicapped and Mentally
retarded (x) Welfare of the Weaker sections angiiricular of the Scheduled Castes and Scheduled
Tribes

2 (i) Planning and Finance (ii) Rural Developmeii} Agriculture (iv) Education and Medical Service

(v) Women Welfare (vi) Social Welfare and (vii) Viksr
% 8 GPs of Chittoor district and 3 GPs of Guntutrilis
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As per the information furnished (May 2015) by DS&#dit of two ZPPs, four MPPs
and 182 GPs were in arrears. DSA attributed (Mays52®on-production of records
by GPs and MPPs for delay in audit of accounts.oRMarch 2015, there were
66,432 cases pending recovery of surcharge ¥86.82 crore. No amounts were
recovered during the year 2014-15.

DSA submitted Consolidated State Audit and Reviepdrts up to the year 2010-11
to Finance department and the Government tableor{gey 2014) the Report in the
State Legislature. DSA stated (May 2015) that Chdaton of Report for 2011-12
was completed and printing work was not taken upg da lack of funds.
Consolidation of Report for the years 2012-13 afd3214 is yet to be taken up.
Audit on the accounts for the year 2014-15 is unuteigress. Some of the major
findings noticed in 2010-11 report relate to excesgilisation/non-
utilisation/diversion/mis-utilisation of grants, maollection of taxes and fee,
advances pending adjustments etc.

1.5.2 Audit by Comptroller and Auditor General of India

CAG conducts audit of PRIs under Section 14 of CA®PC) Act, 1971. Based on
the recommendations of the Eleventh Finance ConmnissState Government
entrusted (August 2004) the responsibility for pdowy Technical Guidance and
Supervision (TGS) in connection with the accoumd audit of Local Bodies under
Section 20(1) of CAG’s (DPC) Act.

Based on test check of PRIs, a consolidated r€p@% Note) is prepared at the end
of each financial year and forwarded to the DSAifoproving the quality of their
reports. TGS note for the year 2014-15 was issu€aciober 2015.

Planning and conduct of audit

Audit process commences with assessment of risk dejpartment/local
body/scheme/programme etc., based on expenditcweréd, criticality/complexity of
activities, priority accorded for the activity byo@rnment, level of delegated
financial powers and assessment of internal cantaold concerns of stakeholders.
Previous audit findings are also considered in #nercise. Based on this risk
assessment, frequency and extent of audit is dicael an annual audit plan is
formulated to conduct audit. During 2014-15, 68 R ZPPs, 6 MPPs and 60 GPs)
falling under the department of Panchayat Raj am@élRDevelopment were subjected to
compliance audit.

Report of the Comptroller and Auditor General aditnon Local Bodies for the year
ended March 2014 was tabled in the State LegisgatuMarch 2015.

1.6 Response to Audit Observations

After completion of audit, Inspection Reports (IR)ntaining audit findings are
issued to head of the unit concerned. Heads afesffand next higher authorities are

* Upto 2013-14 66,422 case86.69 crore and during 2014-15 10 ca%@4.3 crore
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required to respond to observations contained is \W&hin one month and take
appropriate corrective action. Audit observatiomsmmunicated in IRs are also
discussed in meetings at district level by officefgshe departments with officers of
Principal Accountant General’s office.

As of August 2015, 210 IRs containing 1,282 parplgsapertaining to the period up
to 2014-15 were pending settlement as given be@@fiathese, first replies have not
been received in respect of 26 IRs and 316 parhgrap

Table 1.2
Number of IRs /Paragraphs IRs/Paragraphs where even first
- replies have not been received
IRs Paragraphs IRs Paragraphs
Up to 2013-14 208 1,229 24 263
2014-15 2 53 2 53
Total 210 1,282 26 316

Lack of action on IRs is fraught with the risk oérpetuating serious financial
irregularities pointed out in these reports, ddatiof internal controls in preventing
corruption and loss to public exchequer.

As per the instructions issued by Finance and RignBepartment in November
1993, the administrative departments are requicedubmit Explanatory Notes on
paragraphs and reviews included in the Audit Repaithin three months of their
presentation to the Legislature, without waiting &y notice or call from the Public
Accounts Committee, duly indicating the action take proposed to be taken. As of
August 2015, Explanatory Notes in respect of B@ragraphs/performance audit
reports that featured in Audit Reports for the ge2005-06 to 2013-14 are awaited.

Accountability Mechanism and Financial Reporting Isues

Accountability Mechanism

1.7 Ombudsman

Establishment of an independent Local body ombudssystem is one of the
conditions to be complied with to have access te ftmerformance grants
recommended by Thirteenth Finance Commission (2®)1- CPR&RD stated
(August 2015) that ombudsman system was not adoptédough independent
ombudsman system was not adopted in the stat&téte Government complied this
condition by making amendments to the existing AlRdyukta Act 1983 and hence,
grants were released by Gol.

® 2005-06 (6 Paragraphs), 2006-07 (9 Paragraph8)-@8 (7 Paragraphs), 2008-09 (5 Paragraphs),
2009-10 (6 Paragraphs), 2012-13 (2 Paragraphs2@h@14 (2 Paragraphs)
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1.8 Social Audit

Social audit involves verification of implementatioof programme/scheme and
delivery of its envisaged results by the communiity active involvement of primary
stakeholders. Social Audit is widely accepted asngoortant mechanism to address
corruption and strengthen accountability in goveentnservice delivery. The State
Government initiated social audits in 2006 throutgje Strategic Performance
Innovation Unit (SPIU) to undertake social audiiraplementation of Food for Work
Programme in the State on a pilot basis. In May92@late Government created an
independent autonomous body called the Societ$daral Audit, Accountability and
Transparency (SSAAT) to carry out social auditdaihatma Gandhi National Rural
Employment Guarantee Scheme (MGNREGS) and other-panerty/welfare
programmes of the Department of Rural Development.

Post bifurcation of the State of Andhra Pradest irg¢langana and residuary State of
Andhra Pradesh with effect from 2 June 2014, thstieg Society has been retained
for Telangana and a new Society was registeredruhdeRegistrar of Societies Act,
2001 for the residuary State of Andhra Pradesh.

A review of ‘Audit of Scheme Rules, 2011 (Socialdd) was undertaken by audit
for the period 2012-15. Major audit findings arsédid below:

i. SSAAT was envisaged to be an independent bodyafalithting and monitoring
the social audit process in the State. Howevethelbolicy decisions, finance and
administrative issues with long term implications @any new social audit
programmes proposed to be taken up by SSAAT amghbesiiministered by the
Principal Secretary, RD. Further, decisions retatito release of funds or
involving expenditure of over rupees one lakh waleen by the Commissioner,
RD (CRD). Even the calendar of social audit schedwds approved by the CRD.
Thus, the Social Audit Unit (SAU) lacked functiomadlependence in the State.

ii. Gol guidelines (March 2009) on MGNREGS provided $§ix per centof the
expenditure on the programme for administrativeeexjiture. Up to oneer cent
of the total annual expenditure under MGNREGS nauded for meeting cost of
establishment of SAU and conducting of social aalMGNREGS works. Audit
scrutiny of the funds released during 2012-15 foci&8 Audit revealed that
SSAAT was pegged at approximately 0.56-0p&0 centof the total expenditure
on MGNREGS.

iii. As per Section 3(1) of Scheme Rules, State Govenhsf®uld facilitate conduct
of Social Audit of works taken up under the Actevery Gram Panchayat at least
once in six months and the Social Auditors are irequto audit 100per cent
verification of muster rolls and work site. Duri@§12-15, Social Audit covered
93 to 96per centof GPs implementing MGNREGS in each year and antp
8 per centof GPs were covered half yearly as stipulated tdupaucity of funds
and inadequate manpower.

iv. As per State Social Audit Rules, the District Vagite Cell is responsible to take
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follow up action on the social audit observatiomsniediately (within three days)
on conclusion of the Mandal social audit public e Deviations found in
social audit during 2012-15 wergl05.17 crore, of whici¥203.65 crore was
approved by presiding officer Against this, onl\g2.13 crore (on@er cen} was
recovered as of March 2015. The post of Vigilanégc€r is vacant in 12 out of
the 13 districts of the State.

1.9 Submission of Utilisation Certificates (UCs)

Scheme guidelines of Centrally Sponsored Schem&S)YGnd Central Finance
Commissions (CFCs) stipulate that UCs should baiobtl by departmental officers
from the grantees and after verification shouldfdmsvarded to Gol. Scrutiny of
records of 68 PRIs during 2014-15 revealed thatespect of 25 PRIs, UCs
amounting tX1.83 crore for the period (2010-2014) were yet ¢oflrnished as of
March 2015.

1.10 Internal Audit and Internal Control System of PRIs

As per the information furnished (August 2015) B§R&RD no internal audit system
was adopted. As per Andhra Pradesh Panchayat Ragff Delegation of Powers
Rules, 2000 the Commissioner shall inspect all Z&ee in calendar year and submit
copies of Inspection Notes for review by the Goweent. CPR&RD stated
(June 2015) that inspections would be taken upuim @burse. Scrutiny of records of
two ZPPs during 2014-15 revealed that no inspestisare being conducted during
2010-14.

In respect of GPs, as per Section 44(2)(a)(b) oPRPAct, 1994 the Government
should appoint District Panchayat Officer, DivissbnPanchayat Officer and
Extension Officers as Inspecting Officers for oeeiag the operations of Gram
Panchayat (GP). Scrutiny of records of 60 GPs du&014-15 revealed that in
respect of 1 GPs, inspections were not conducted (2010-14)rtyycd the above
authorities, while no inspection reports were foummd support of inspections
conducted by the authorities concerned in T@i#Ps.

Financial Reporting Issues

1.11 Sources of funds

Resource base of PRIs consists of own revenue afedeby collection of taX and
non-taX! revenues, devolution at the instance of State @amhtral Finance
Commissions, Central and State Government grants&ntenance and development

® District Programme Officer nominates a senior a&ffi not less than the rank of the Additional

District Programme Coordinator for presiding ove public hearing
" 11 GPs of Chittoor district, 5 GPs of East Godadtrict and 9 GPs of Guntur district
8 6 GPs of Chittoor district, 3 GPs of East Godadisirict and 1 GP of Guntur district
® 3 GPs of Chittoor district and 1 GP of East Godiadistrict
19 property tax, advertisement fee etc.
" Water tax, rents from markets, shops and othgvasties, auction proceeds etc.
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Audit Report on ‘Local Bodies’ for the year endeddyth 2015

purposes and other receifftsThe authorities responsible for reporting the ofe
funds in respect of Zilla Praja Parishads (ZPPs9nd&l Praja Parishads (MPPs) and
Gram Panchayats (GPs) are the Chief Executive &@fff€EO), Mandal Parishad
Development Officer (MPDO) and Panchayat Secraespectively.

Summary of receipts of PRIs for the years 2010+&5g@ven below. Receipts for the
period 2010-14 pertain to the composite state vésetiee receipts for 2014-15 pertain
to the state of Andhra Pradesh.

Table 1.3

(X in crore)
Own Revenue 955.77  1,009.24 976.50 73650  306.31*
Assigned Revenu® 262.39 344.02 154.36  457.24 1,137.12#
State Government Grants 797.05  1,185.85 343.97 35059  136.78
Gol Grants 2,639.37  2,34219  1,201.03 1,330.86  21.86
Other Receipts 362.45 331.68 84.18 Nil NA**
- Total 5017.03 521298  2760.04 2,875.19 1,602.07

Source: Commissioner, Panchayat Raj

*  Data pertains to 12 ZPPs, MPPs of 9 districts &Hs of 13 districts
# Data pertains to 11 ZPPs, MPPs of 8 districts &fls of 13 districts
**  Data not made available

1.11.1 Financial assistance to PRIs

Financial assistance is provided by State GovernrieeRRIs by way of grants and
loans. Details of the financial assistance providgdhe Government to PRIs, for the
years 2010-14 pertaining to the composite statd@n2i014-15 pertaining to the state
of Andhra Pradesh, are given below:

Table 1.4
 in crore)
Budget 292.29 302.75 329.27 328.89 214.68
Actual Release 141.64 151.31 158.10 164.57 106.39
Expenditure 122.08 96.87 98.20 114.85 116.04

Source: Commissioner, Panchayat Raj

12 honations, interest on deposits etc.
13 Seigniorage fee and surcharge on stamp duty ¢tetldmy Departments of Mines and Geology and
Stamps and Registration are apportioned to Locdlé&ain the form of assigned revenue
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1.11.2 Fund flow arrangement in flagship programmes

Details of fund flow with regard to the two flagphprogrammes of Gol are given

below:

Backward
Region Grant
Fund (BRGF)

Mahatma
Gandhi
National Rural

Employment
Guarantee
Scheme
(MGNREGS)

The funding under the scheme is made by Gol thrawghfunding windows
namely i) capability building fund and ii) developnt grant. The funds
should be released by State Government to PRIsnwith days of release of
funds by Gol failing which State Government hapdg penal interest to PR s
at RBI rate of interest for the period of delayunHs are to be kept in a
nationalised bank or post office by the PRIs andrést earned on these is to
be utilised in accordance with the guidelines efphogramme.

Capability building fund: During 2011-15 (upto 1 June 201.1),
Z39.73 croré" was released by composite state of Andhra Pratiegards
Capability building fund, of whicR24.94 crore was incurred as expendittire.
Details for the year 2014-15 were not furnishedesspecific request.

Development grant: During 2011-15%373.54 crore was released by stat¢: of
Andhra Pradesh towards development grant, of wR281.45 crore was
incurred as expenditure.

The Mahatma Gandhi National Rural Employment Guaen Act
(MGNREGA) was enacted (September 2005) and implésdeim a phase |
manner. The Act aims at enhancement of liveliho@tusty of the
households in rural areas of the country, by piogdat least 100 days of
guaranteed wage employment in every financial yeawvery rural househol ]
whose adult members volunteer to do unskilled miamwak. Creation of
durable assets is also an important objective efAbtt, with other auxiliary
objectives including protection of environment, @wering rural women
reducing rural urban migration, fostering socialigg and strengthening rur il
governance through decentralization and proces$esraasparency an i
accountability.

The funds received from Gol and GoOAP are pooledstiate Employment
Guarantee Fund (SEGF). The fund flow is monitofe@ugh Central Fun i
Management System (CFMS). Share of both State antt& is kept with the¢:
nodal bank at Hyderabad. The respective designatading officers are
required to raise the Fund Transfer Orders (FTQ®ctly to the Director
EGS as and when wages/payments are due.

During 2011-15 (upto 1 June 201&p0,844.32 croré was released by Gul
and State Government afifl1,789.07 croré was incurred as expenditure Jy

“includes interest credited
includes miscellaneous receipts
16 expenditure from releases during the years amdthésbalances of previous years
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composite state of Andhra Pradesh. From 02 Juné 89B1 March 201%,
%1,890.33 croré was released by Gol and State Government and
¥2,059.82 croré was incurred as expenditure by state of Andhrdé¥ia

1.11.3 Application of funds

Summary of expenditure incurred by PRIs for therye2010-14 pertaining to
composite state and 2014-15 to state of AndhraeBtai given in Table 1.5.

Table 1.5
 in crore)

Type of expenditure 2010-11 2011-12 2012-13 2013-14 2014-15

Revenue expenditure  3,314.82 2,968.66 1,405.50 3,562.39 1,021.72

Capital expenditure 1,545.82 1,464.15 1,033.47 1,756.98 700.27

Source: Commissioner, Panchayat Raj

# Data pertains to only 12 ZPPs, MPPs of 9 distrihd GPs of Krishna district
*  Data pertains to only 11 ZPPs, MPPs of 7 dissiend GPs of Krishna district

1.12 Recommendations of the State Finance Commission (SFC)

As per Article 243-1 of the Constitution and Senti@35 of APPR Act, 1994,
constitution of SFC once in five years to recommeegolution of funds from the
State Government to Local bodies is mandatory. dT/8FC was constituted in
January 2003 and submitted its report in 2008. HeweState Government issued
orders for implementation of the recommendationSBE€ only in December 2013.
AgainstX1,274.34 crore recommended by SFC for devolutiorfunfls to PRIs of
composite State of Andhra Pradesh every year, Govant accepted to release only
113.64 crore per annum. Whi€64.59 crore per annum was treated as fulfilled on
the grounds of allocating the funds under respediirad® in BudgetI496.11 crore
per annum was not acceptldby the Government. As parallel State Finance
Commission was not appointed by December 2013Ctiramittee of Ministers and
Secretaries felt that recommendations of Third f@@aCommission could be applied
for the period from 2010 to 2015 also. During 24H) State Government released
%214.35 crore to PRIs of Andhra Pradesh state.

Yincludes miscellaneous receipts

18 expenditure from releases during the year andthisbalances of previous year

19 construction of GP buildings, provision for basiivic amenities and core amenities in GPs,
construction and maintenance of rural roads, pravidor drinking water facilities in schools,
maintenance of cyclone shelters, maintenance dil rwater supply schemes and hand pumps
released to GPs etc.

20 apportionment of excise income and income fromketacommittees, reimbursement of education
contingent grant to ZPPs, provision for rural watepply schemes and rural sanitation
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Scrutiny (2014-15) of records of ¥3GPs pertaining to SFC grants revealed that an
amount oR6.82 lakh was lapsed to Government as funds weratiliged in time.

1.13 Recommendations of the Thirteenth Finance Commission

Based on the recommendations of Thirteenth Finadommission, Gol released
funds to ZPPs, MPPs and GPs. The grant is releasger two components (basic
component and performance based component). Aopodf basic as well as
performance grant is allocated to special &feallocation and releases for the years
2010-14 pertaining to composite state and inforomatin respect of 2014-15
pertaining to state of Andhra Pradesh are giveoviel

Table 1.6
& in crore)
486.64 834.77  1,179.62  1,357.06 828.10  4,686.19
Releases 486.64 307.65 0 158557 174440  4,124.26

Source: Ministry of Rural Development, Gol

Scrutiny (2014-15) of records of %8 PRIs pertaining to Thirteenth Finance
Commission grants revealed that out¥af7.14 crore released to these PRIs during
(2010-14), 2%er centof funds amounting t&3.69 crore remained unspent as of
March 2015.

1.14 Maintenance of Records

Records such as Cash book, Assets Register, Ad\Register, Stock Registers etc.,
are to be maintained as per the provisions of ARBR 1994 in respect of ZPPs and
MPPs and for GPs as per GP Accounts Manual of RgmathRaj and Rural
Development Department. Scrutiny of records of 6RISPrevealed improper
maintenance of cash book in tHfe®RIs, non-maintenance of stock registers in
seveR® PRIs and improper maintenance of stock registetwd’® PRIs.

1.14.1 Unspent balances in bank accounts of closed schemes

Scheme guidelines stipulate surrender of unspentiatnnto Government account in
respect of closed schemes. State level authoofigse schemes concerned and the
Commissioner, PR should watch the balances of dleskemes lying in the accounts
of different PRIs. Scrutiny of records of 68 PRilsiring 2014-15revealed that in
respect of one GP in Chittoor district, an amount207 lakh remained unspent in
the accounts of closed schemes.

211 GP of Chittoor district, 8 GPs of East Godawhstrict and 4 GPs of Guntur district

22 3chedule areas listed under Schedule-V of Cotistitu

234 GPs of Chittoor district, 1 GP of East Godawstrict, 2 GPs of Guntur district and ZPP Kadapa
243 GPs of Chittoor district

% 4 GPs of Chittoor district and 3 GPs of East Gadadlistrict

%61 GP each in East Godavari and Guntur districts
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1.14.2 Advances pending adjustment

As per Andhra Pradesh Financial Code, advancesspaidld be adjusted without any
delay and the Drawing and Disbursing Officers (DIp@mncerned should watch their
adjustment. Scrutiny of records of 68 PRIs duriG@4£15 revealed that in respect of
six*’ PRIs, funds amounting t33.57 lakh advanced to staff for various purposes
during 2010-14 remained unadjusted as of March 2015

1.14.3 Physical verification of stores and stock

Article 143 of Andhra Pradesh Financial Code sapes that all stores and stock
should be verified physically once in a year armbdificate to this effect be recorded
by the Head of the Office in the Register concerr&atutiny of records of 68 PRIs
during 2014-15 revealed that in respect od?ZRIs, annual physical verification of
stock and stores was not being conducted.

1.14.4 Non-reconciliation of departmental figures with treasury

As per paragraph 19.6 of Andhra Pradesh Budget BlaridDOs are required to

reconcile departmental receipts and expenditurh thibse booked in treasury every
month to avoid any misclassification and frauduldrawals. Scrutiny of records of
68 PRIs during 2014-15 revealed that in respec23f PRIs, reconciliation was

pending from 2010-11 onwards.

1.14.5 Cases of misappropriation

Andhra Pradesh Financial Code stipulates respditigibiof Government servants in
dealing with Government money, procedure for fixirggponsibility for any loss
sustained by Government and action to be initid¢edecovery. State Government
ordered (February 2004) the Secretaries of alldém@artments to review the cases of
misappropriation in their departments on a montidgis and the Chief Secretary to
Government to review these cases once in six mowtkis all the Secretaries
concerned. Misappropriation cases noticed by DoreState Audit during 2013-15
yet to be disposed as of May 2015 are given below.

Table 1.7
Z in lakh)

.
onit No. of cases Amount  No. of cases Amount
Zilla Praja Parishads 2 4.81 3 8.00
Mandal Praja Parishads 4 5.74 21 6.00
Gram Panchayats 111 48.72 625 140.50
Total 117 59.27 649 154.50

Source: Information furnished by Director, Stated#u

Urgent action needs to be taken by the Governnnethiis regard.

27 2 GPs of Chittoor district and 4 GPs of East Gadiaghistrict
28 7 GPs of Chittoor district, 7 GPs of East Godawdésirict, 5 GPs of Guntur district and ZPP Kadapa
2910 GPs of Chittoor district, 4 GPs of East Godagstrict, 8 GPs of Guntur district aPP Kadapa
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1.15 Maintenance of Accounts by PRIs

PRIs maintain accounts on cash basis. Model acrmusistem was prescribed by
Gol in consultation with the Comptroller and Audit@eneral of India. State

Government issued orders (September 2010) for adpiptis format using PRIASoft,

i.e., Panchayat Raj Institutions Accounting Sofevadeveloped by National

Informatics Centre (NIC).

Government confirmed (September 2014) that onlogo®anting was completed in all
the PRIs. However, test check (2014-15) of accoont68 PRIs using PRIASOoft
revealed that fodf PRIs, uploaded the Receipts and Payments in PRiABot
Annual Accounts were not being generated. In mspeeight! PRIs, there were
discrepancies between PRIASoft generated accouadtsnanually prepared accounts
for the years from 2011-12 to 2013-14.

1.16 Maintenance of database and the formats therein on the
finances of PRIs

State Government released (2002-10) Eleventh andiffhwFinance Commission
grants amounting t&67.36 croré to Commissioner, Panchayat Raj of composite
State of Andhra Pradesh for creation of databasdimances of PRIs. Of this
14.03 crore was allocated to Telangana State amusferred to Commissioner,
Panchayat Raj, Telangana. Although Commissionerchireyat Raj, Andhra Pradesh
stated (September 2015) that certain funds wetseadifor purchase of computers
and manpower charges, details in this regard wetréumished.

1.17 Conclusion

State Government is yet to devise a system forimhtaa consolidated picture about
the finances of the PRIs. State Government dedoleout of 29 subjects listed in
Eleventh Schedule to ?3Constitutional Amendment Act, 1992. Of these,dkin
relating to only three departments (Animal HusbgnBackward Classe&/elfare and
Fisheries) were released to PRIs. Thirty thpee centof sanctioned posts were lying
vacant under various categories. The statutoryt afidivo ZPPs, four MPPs and 182
GPs to be conducted by DSA were in arrears duertgpnoduction of records.

Accountability framework and financial reporting iIBRRIs were inadequate as
evidenced by non-recovery of amounts towards dieviatfound in social audit, non-
conducting of inspections of ZPPs and GPs by deyntal authorities, non-
maintenance of cash books and stock registers, furarshing of utilisation
certificates, non-remittance of unspent balanceslo$ed schemes and advances
pending adjustment, non-conducting of physicalfieation of stores and stock, non-
reconciliation of departmental figures with treasuron-disposal of misappropriation
cases, etc.

30 3 GPs of Chittoor district and 1 GP of East Godiadistrict
31 6 GPs of Chittoor district and 2 GPs of East Gadiagistrict
%2 including interest
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Panchayat Raj and Rural Development Department

2.1 Delayed remittances resulted in avoidable
expenditure

Failure of the Society for Elimination of Rural Powerty (SERP) in remitting
Provident Fund Contributions on time resulted in awidable expenditure of
%1.67 crore, besides incurring liability of%0.19 crore on pending damage charggs
and interest

As per the provisions of Employees’ Provident Fuadd Miscellaneous Provisions
Act 1952, the recoveries effected by the employemfthe wages of employees on
account of Provident Fund (PF) have to be remitbeitie Fund Commissioner within
15 days after the end of the month. Failure toitresuch recoveries within the
prescribed time attracts damage charges rangimg 5per cent(for delays less than
two months) to 2per cent(for delays for six months and above) along witteliest
at the rate of 1per centper annum.

Scrutiny (December 2014) of records of Society Etimination of Rural Poverty
(SERP), Andhra Pradesh relating to recovery anditt@mee of PF contributions
revealed that the Fund Commissioner issued (May 201February 2015) notices
amounting to¥1.86 crore for delays in remittance of contributioms detailed in
Appendix 2.1 As against the demand, an amourfX67 crore was paid (June 2012
to December 2014) to Fund Commissioner towards darnharges and interest.

Chief Executive Officer, SERP stated (August 2013t damage charges were
attracted due to decision (July 2009) of SERP Cibuncimplement Employees’
Provident Fund (EPF) scheme to all the SERP empkga par with Fixed Tenure
Employees (FTE) retrospectively from 01 January &@tstead of 01 April 2008.
Reply is not acceptable as the date of remittarceres due from the actual month
of recovery, and is not dependent on any decisidBERP. SERP had, in fact, been
defaulting in remitting recoveries for the periadri November 2002 to April 2014,
long before the decision regarding FTE was take20io.

Thus, failure of authorities of SERP in remittingoAdent Fund Contributions on
time resulted in avoidable expenditure Jf.67 crore and committed liability of
%0.19 crore on the pending damage charges andshtere

! Established (2000) by the State Government asnsits@ support structure to facilitate poverty
reduction through social mobilization and improvestnef Livelihoods of rural poor. District Project
Monitoring Unit (DPMU) and Tribal Project MonitomgnUnit (TPMU) implements the programmes
of SERP in districts and tribal areas respectively
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Chapter Il

An Overview of the Functioning, Accountability Mechanism and
Financial Reporting issues of Urban Local Bodies

An Overview of the Functioning of the Urban Local Bxdies (ULBS) in
the State

3.1 Introduction

Government of India (Gol) enacted (1992)"7amendment to the Constitution to
empower Urban Local Bodies (ULBs) as local selfgming institution to ensure a
more participative governing structure in the copunGol further entrusted the ULBs
with implementation of various socio-economic depehent schemes, including
those enumerated in the Twelfth Schedule to thest@ation.

The States, in turn were required to entrust tHesel bodies with such powers,
functions and responsibilities as to enable thefuotion as effective institutions of
self-governance and implement schemes for econdevielopment and social justice.

Accordingly, State Government enacted Andhra Praddsinicipal Corporations
Act, 1994 to set up Municipal Corporations in th&t8&. Provisions of Hyderabad
Municipal Corporation (HMC) Act, 1955 including tipeovisions relating to levy and
collection of taxes or fees were extended to dkeptMunicipal Corporations in the
State of Andhra Pradesh. Municipalities are, howevgoverned by the
Andhra Pradesh Municipalities Act, 1965.

3.1.1 State profile

As per the 2011 census, the total population ofiBedistricts of Andhra Pradesh
State was 4.96 crore, of which 1.46 crore [§29 ceny lived in urban areas. A profile
of urban Andhra Pradesh is given below:

Table 3.1
Urban population Crore 1.46
Urban population density Sg. Km 3,593
Urban sex ratio Females per 1000 Males 1,004
Urban literacy rate Percentage 79.17
Municipal Corporations Number 13
n Municipalities Number 72
Nagar Panchayats Number 25

Total number of ULBs (5+6+7) 110

Source: Information furnished (September 2015) ®ymmissioner and Director Municipal
Administration (CDMA) and ‘Andhra Pradesh at a Giah published (January 2015) by State
Government
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3.2 Organisational set-up of ULBs

Organisational arrangements for the ULBs, inclusi¥€overnment machinery and
elected representatives in the State, are as fellow

Municipal Administration and Urban Development Depatment

Principal Secretary, MA & UD

Commissioner and Director of
Municipal Administration

Municipal Corporations TUTHEEELIES

Mayor

Dy. Mayor Chairperson __
(elected) Commissioner Dy. Chairperson Commissioner

(elected)

Siellellyle] Additional / Deputy
Committees Commissioners Ward Manager

Committees Municipal Engineer
Municipal Health Officer

Municipal Town Planning
W City Engineer Officer

Medical Officer of Health Members Municipal Educational Officer
Town Planning Officer Other Staff

Committees

Members . Municipal Examiner of Accounts

Municipal Secretary

. Other Staff
The ULBs are under the administrative control & @ommissioner and Director of
Municipal Administration (CDMA). The elected membenof ULBs are headed by
Chairperson. They convene and preside over theimgsebtf Standing committees
and General body. The Municipalities and Corporatitransact their business as per
the provisions of the Acts concerned. Day-to-dayiadstration of all the ULBs rests
with the Commissioner.

3.3 Functioning of ULBs

The 74" Constitutional Amendment Act, 1992 identified ifétions for ULBs as
incorporated in Twelfth Schedule to the Constitaitidll the functions mentioned in
this Schedule were devolved to ULBs in the Stateepk ‘Fire Services'. The
Department stated (September 2015) that devolutifofFire Services’ was under
consideration at Government level.
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3.4 Formation of various committees

The Municipalities and Corporations transact theisiness as per the provisions of
the Acts concerned. In respect of the Corporatidhs, Standing Committees,

comprising the Chairpersons of all the Ward Coneedt under them, meet at
intervals prescribed by the Act. Similarly, in resp of the Municipalities, the

Municipal Ward Committees meet at prescribed irglnto transact business, make
regulations and scrutinise municipal accounts. Tm&n functions of the Ward

Committees (both Municipalities as well as Corpors) include provision and

maintenance of sanitation, water supply and dr&nageet lighting, roads, market
places, playgrounds, school buildings, review ofereie collections, preparation of
annual budget etc.

3.5 Audit arrangement
3.5.1 Primary Auditor

Director, State Audit (DSA) functioning under theénainistrative control of Finance
Department, is the statutory auditor for ULBs underdhra Pradesh State Audit
Act, 1989. As per Section 11(2) of the Act, DSAesguired to prepare a Consolidated
State Audit and Review Report and present it toStete Legislature. The DSA has
four Regional Offices and 13 District offices in dira Pradesh State. As per
Section 10 of the Act, DSA is empowered to initiatecharge proceedings against
the persons responsible for causing loss to thdsfusf local authorities or other
authorities and such amounts are to be recoverédebgxecutive authority concerned
under Revenue Recovery (RR) Act.

As per the information furnished (May 2015) by DSAdit of 196 accounts were in
arrears. DSA attributed (May 2015) non-productidnrecords/non-finalisation of
accounts by Municipal Corporations, Municipalitesd Nagar Panchayats for delay
in audit of accounts. As of March 2015, there we8ecases pending for recovery of
surcharge amounting t81.19 crore. During 2014-15, no surcharge amount was
recovered and no surcharge proceedings were issued.

DSA submitted Consolidated State Audit and Reviepdrts up to the year 2010-11
to the Finance department and the Government tdBleloruary 2014) the Report in
the State Legislature. DSA stated (May 2015) thanh<Blidation of Report for
2011-12 was completed. However, printing work was taken up due to lack of
funds. Consolidation of Report for the years 20B2ahd 2013-14 is yet to be taken
up. Audit of the accounts for the year 2014-15ndar progress. Some of the major
findings noticed in 2010-11 report relate to excasdsisation/non-utilisation/
diversion/mis-utilisation of grants, non-collectiof taxes and fee, advances pending
adjustments etc.

! Upto 2013-14 98 cas&4.19 crore
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3.5.2 Audit by Comptroller and Auditor General of India

CAG conducts audit of ULBs under Section 14 of CA@PC) Act, 1971. Based on
the recommendations of the Eleventh Finance ConmnissState Government
entrusted (August 2004) the responsibility for pdavwg Technical Guidance and
Supervision (TGS) in connection with the accoumd audit of Local Bodies under
Section 20(1) of CAG’s (DPC) Act.

Based on test check of ULBs a consolidated red@S Note) is prepared at the end
of each financial year and forwarded to the DSAifoproving the quality of their
reports. TGS note for the year 2014-15 was issu€kciober 2015.

Planning and conduct of audit

Audit process commences with assessment of risk department/local
body/scheme/programme etc., based on expenditcueréd, criticality/complexity of
activities, priority accorded for the activity byo@rnment, level of delegated
financial powers and assessment of internal cantaold concerns of stakeholders.
Previous audit findings are also considered in #nercise. Based on this risk
assessment, frequency and extent of audit is dicael an annual audit plan is
formulated to conduct audit. During 2014-15, 10 WL@ur Municipal Corporations
and six Municipalities) falling under the departrheh Municipal Administration and
Urban Development were subjected to performanceangbliance audit.

Report of the Comptroller and Auditor General aditnon Local Bodies for the year
ended March 2014 was tabled in the State LegigatuMarch 2015.

3.6 Response to audit observations

After completion of audit, Inspection Reports (IR)ntaining audit findings are

issued to head of the unit concerned. Heads afesffand next higher authorities are
required to respond to observations contained is \W&hin one month and take

appropriate corrective action. Audit observatiomsmmunicated in IRs are also
discussed in meetings at district level by officefshe departments with officers of
Principal Accountant General’s office.

As of August 2015, 123 IRs containing 3,154 parplgsapertaining to the period up
to 2014-15 were pending settlement as given be@fthese, first replies have not
been received in respect of 79 IRs and 2,249 papagt

Table 3.2
Year replies have not been received
IRs Paragraphs IRs Paragraphs
Up to 2010-11 82 1,786 42 952
2011-12 3 53 1 26
2012-13 25 800 24 784
2013-14 3 90 2 62
2014-15 10 425 10 425
Total 123 3,154 79 2,249
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Lack of action on IRs is fraught with the risk oérpetuating serious financial
irregularities pointed out in these reports.

As per the instructions issued by Finance and RignnDepartment in
November 1993, the administrative departments egeired to submit Explanatory
Notes on paragraphs and reviews included in thetAReports within three months
of their presentation to the Legislature, withoatitimg for any notice or call from the
Public Accounts Committee, duly indicating the awttaken or proposed to be taken.
As of August 2015, Explanatory Notes in respect Gfparagraphs/performance audit
reports that featured in Audit Reports for the ge2005-06 to 2013-14 are awaited.

Accountability Mechanism and Financial Reporting isues

Accountability Mechanism

3.7 Ombudsman

Establishment of an independent Local body ombudssystem is one of the
conditions to be complied with to have access te ftmerformance grants
recommended by Thirteenth Finance Commission (A®)1- Though independent
ombudsman system was not adopted in the statstdteegovernment complied with
this condition by making amendments to the exisARgLokayukta Act 1983. Hence
grants were released by Gol.

3.8 Social Audit

Social Audit setup is yet to be constituted forgreonmes/schemes implemented by
Department of MA&UD.

3.9 Property Tax Board

Thirteenth Finance Commission stipulated that S&deernment must put in place a
Property Tax Board to assist all Municipalities avidnicipal Corporations to put in

place an independent and transparent procedure aggessing property tax.
Accordingly, State Government issued (March 20Xilers for constituting Property

Tax Board and amended (2012) Andhra Pradesh Muatitgs Act, 1965 to bring the

Legislative framework for the functioning of AndhRradesh State Property Tax
Board.

State Government sanctioned (October 2013) 28 postier 11 categories for
effective functioning of the board. Department ediafJanuary 2015) that the posts of
Member Secretary and Assistant Directors weredfilead CDMA was in charge of
the post of Chairman. However, the Board couldtrastsact their regular business as
posts of Chairman and other officers were notdillgp on regular basis due to non-
finalisation of service rules by the Government.

2 2005-06 (9 Paragraphs), 2006-07 (10 Paragrapb8y-28 (10 Paragraphs), 2008-09 (7 Paragraphs),
2009-10 (6 Paragraphs), 2012-13 (1 Paragraphs2@t@t14 (4 Paragraphs)
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3.10 Service Level Benchmark

Thirteenth Finance Commission stipulated that Statvernment must notify or

cause the Urban Local Bodies to notify the sergtemdards of four core sectors viz.,
water supply, sewerage, storm water drainage ahd s@ste management to be
achieved by them by the end of fiscal year. S&dgernment issued (March 2014)
gazette notification fixing targets to be met by B4 during 2014-15 under these
sectors. However, the performance of ULBs in thgard is awaited.

3.11 Fire hazard response

Guidelines of Thirteenth Finance Commission stifgda that all Municipal
Corporations with a population of more than onelionl must put in place a fire
hazard response and mitigation plan and to notifythe State Gazette for
demonstrating compliance by end of March 2014. Adiogly, State Government
notified (March 2014) the fire hazard response andigation plans to be
implemented during the year 2014-15 by Greater Rhigpatnam Municipal
Corporation (GVMC) and Vijayawada Municipal Corpooa (VMC) with a

population of more than one million.

3.12 Submission of Utilisation Certificates (UCs)

Scheme guidelines of Centrally Sponsored Schem&S)YGnd Central Finance
Commissions (CFCs) stipulate that UCs should baioét by departmental officers
from the grantees and after verification shouldfdmvarded to Gol. Scrutiny of
records of 10 ULBs during 2014-15 revealed thardspect of twd ULBs, UCs
amounting t&2.24 crore were yet to be furnished as of March6201

Financial Reporting Issues

3.13 Sources of funds

Resource base of ULBs consists of their own reveyamerated by collection of tax
and non-taX revenues, devolution at the instance of State @sdtral Finance
Commissions, Central and State Government grants&ntenance and development
purposes and other recefptsThe Commissioner concerned is responsible for
reporting the utilisation of funds in respect ofr@arations and Municipalities.

Summary of receipts of ULBs for the years 2010-db@ven in Table 3.3. Receipts
for the period 2010-14 pertain to the compositeesidnereas the receipts for 2014-15
pertain to the state of Andhra Pradesh.

Tenali and Tirupati ULBs

Property tax, advertisement fee etc.

Water tax, rents from markets, shops and othgresti®s, auction proceeds etc.,
Donations, interest on deposits etc.

o U b~ W
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Table 3.3
R in crore)
Own Revenue 2,013.74 229717 289852 3,183.43  840.86
Assigned Revenug 684.00 79570  819.28  695.66  181.81
State Government Grants ~~ 430.00 ~ 608.00  921.00 1,358.60 NA**
Gol Grants
Scheme funds 734.27 704.24 378.36 = NA**
12" and 13 Finance )., .4 1345 Nil - 818.28
Commission
Other Receipts Nil 275 60* 79.66
oo 41690] 5017 10| corsssl 192051

Source: Data furnished by Commissioner and Dlredfdvlunlupal Admlnlstranon
*  Other receipts include loans, accrued interesmnalties received, forfeited security deposits etc.
**  Data not made available

3.13.1 Financial Assistance to ULBs

Financial assistance is provided by State GoverhneebLBs by way of grants and

loans. Details of the financial assistance providgthe Government to ULBSs, for the
years 2010-14 pertaining to the composite statd@n2i014-15 pertaining to the state
of Andhra Pradesh, are given below:

Table 3.4
(X in crore)
2010-11| 2011-12 [ 2012-13 | 2013-14 [ 2014-15
Budget 180.80 17745  177.45  483.45 77.07 JCERE
Actual Release [ENPEREL] 91.42 90.57  441.37 25.65 XD

Source: Information furnished by CDMA

As seen from above, State Government released &Blper centof the grant
proposed in budget during 2014-15.

3.13.2 Fund flow arrangement in flagship programmes

Details of fund flow with regard to the flagshippgrammes of Gol, released to ULBs
are given below:

Fund flow

JEEnEdERS This flagship programme was launched in Decemb®8620 encourag 2
NET reforms and fast track planned development of ifledt cities, with
National focus on efficiency in urban infrastructure and vesr delivery
Urban mechanisms etc. Initially the mission period was &even year:
(2005-12), which was extended upto March 2017. fbioe component:;
Renewal under JINNURM are Urban Infrastructure and GoveraatiG), Basic
Mission Services to the Urban Poor (BSUP), Urban Infrastimec Developmen:
CGONEIRTES Scheme for Small and Medium Towns (UIDSSMT) andegdnated

" Seigniorage fee and surcharge on stamp duty ¢etlery Departments of Mines and Geology and
Stamps and Registration are apportioned to thellBadies in the form of assigned revenue
® This includes grants received from Gol
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Housing and Slum Development Programme (IHSDP). déils of
funds released and expenditure incurred on JNNURbjegts as o
March 2015 are given below:

( in crore)
40 2,777.47 1,532.34 2,071.12
22 1,681.85 891.71 1,256.50
52 1,874.76 1,567.99 1,560.55
45 737.31 418.26 442.99
159 7,071.39 4,410.30 5,331.16
Andhra Andhra Pradesh Municipal Development Project (APNIDI®
Pradesh implemented (March 2010) with the assistance of l[&dsank for
Municipal providing basic amenities to the urban populatidme total outlay of the
DIV elelnnl=all project isT1,671 crore. The project comprises of four comptnerie.,
Project (i) State level policy and institutional developrher(ii) Capacity
(APMDP) enhancement, (iii) Urban infrastructure and (ivjBct management ar d

technical assistance. Initially, State Governmefgases funds and actual
expenditure reported in quarterly ‘Interim unaudifsmancial reports’ by
Chartered Accountants would be reimbursed by WBddk. Againsi
approved cost 0f%1,218.24 crore, State Government releesed
%258.43 crore to the implementing agencies of wRiz2b8.08 crore wa
incurred by them as of March 2015.

3.13.3 Application of funds

Details of expenditure incurred by ULBs for the nged@010-14 pertaining to
composite state and 2014-15 pertaining to stafdhra Pradesh are given below.

Table 3.5

(X in crore)

Type of expenditure 2012-13

Revenue expenditure 2,621.40  2,941.85  3,153.33  3,418.10 836.82
Capital expenditure ~ 1,399.83  1,253.08  1,166.59  1,573.30 410.23

| Total [ 402123 4104.93] 431992 4,991.40| _1,247.05

Source: Data furnished by Commissioner and Direcffdvunicipal Administration

3.14 Recommendations of the State Finance Commission (SFC)

As per Article 243Y of the Constitution, State Goveent has to constitute SFC once
in five years to recommend devolution of funds frira State Government to Local
bodies. Third SFC was constituted in January 20@Bsaibmitted its report in 2008.

However, State Government issued orders for imphkaten of the
recommendations of SFC only in December 2013. #s3ak489.38 crore
recommended by SFC for devolution of funds to UlB&ry year, Government
agreed to release orfiL23.12 crore per annum. Wh#819.52 crore per annum was
not accepted by the Governme®¥6.74 crore per annum was treated as fulfilled on
the grounds of budget allocation during earlierrgeia respect of salaries paid by
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Government. As parallel State Finance Commissioms wot appointed by
December 2013, the committee of Ministers and Saces felt that
recommendations of Third Finance Commission cowtdabpplied for the period
2010-2015 also. Details of releases during 2010xE5e not furnished despite
specific request.

3.15 Recommendations of the Thirteenth Finance Commission

Based on the recommendations of Thirteenth Fingdommission, Gol releases
funds to State Government for distributing among hunicipal Corporations and
Municipalities in the State. The grant is releaseudler two components (basic
component and performance based component). Aopodf basic as well as
performance grant is allocated to special areasGol allocated (2010-15)
%1,918.85 crore to ULBs of composite state of Andhradesh. During 2010-15, state
of Andhra Pradesh releaset®70.89 crore to ULBs of whict®529.78 crore
(55 per cen} was expended.

3.16 Maintenance of Records
3.16.1 Unspent balances in bank accounts of closed schemes

Scheme guidelines stipulate surrender of unspentuatinto Government account in

respect of closed schemes. State level authoriiethe schemes concerned and
CDMA should watch the balances of closed schemieg in the accounts of different

ULBs. Scrutiny of records of 10 ULBs during 2014-févealed that in respect of

four'® ULBs, an amount ot11.18 crore remained unspent in the accounts skdlo

schemes.

3.16.2 Advances pending adjustment

As per Andhra Pradesh Financial Code, advancesspaiald be adjusted without any
delay and the Drawing and Disbursing Officers (DIP@sncerned should watch their
adjustment. Scrutiny of records of 10 ULBs durif®y2-15 revealed that in respect of
severi* ULBs, funds amounting t33.36 crore advanced to staff for various purposes
during 1994 to 2015 remained unadjusted as of M20d/b.

3.16.3 Physical verification of stores and stock

Article 143 of Andhra Pradesh Financial Code staped that all stores and stock
should be verified physically once a year and &famte to this effect be recorded by
the Head of the Office in the Register concernedutBy of records of 10 ULBs
during 2014-15 revealed that in respect of KadapB,lhnnual physical verification
of stock and stores was not being conducted.

° Schedule areas listed under Schedule-VI of Cartistit
19 proddutur, Tenali, Vijayawada and Vizianagaram SLB
1 Bapatla, Guntur, Kadapa, Produttur, Nandyal, \éjagda and Vizianagaram ULBs
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3.16.4 Non-reconciliation of departmental figures with treasury

As per Andhra Pradesh Budget Manual, DDOs are requo reconcile departmental
receipts and expenditure with those booked in tnrgasvery month to avoid any
misclassification and fraudulent drawals. Scrutwfyrecords of 10 ULBs during
2014-15 revealed that in respect of fR@LBs, reconciliation was pending.

3.16.5 Cases of misappropriation

Andhra Pradesh Financial Code stipulates respdiisibiof Government servants in
dealing with Government money, procedure for fixiregponsibility for any loss
sustained by Government and action to be initid¢edecovery. State Government
ordered (February 2004) the Secretaries of alldéggartments to review the cases of
misappropriation in their departments on a montidgis and the Chief Secretary to
Government to review these cases once in six mowikis all the Secretaries
concerned.

Misappropriation cases noticed by Director, Statedif during 2013-15 yet to be
disposed off as of May 2015 are given below.

Table 3.6
 in lakh)
No. of cases Amount No. of cases ~ Amount
Mun|C|paI Corporations 30.66 17 22.79

Municipalities 25 14.09 64 2,173.02
Nagar Panchayats

Source: Information furnished by Director, Statediu
Urgent action needs to be taken by the Governnnethiis regard.

3.17 Maintenance of Accounts by ULBs

Gol, in consultation with the Comptroller and AwditGeneral of India, had
formulated (December 2004) National Municipal AcetsuManual (NMAM) with
double entry system for greater transparency antraoover finances and requested
(May 2005) the States to adopt it with appropriataifications to meet their specific
requirements. Accordingly, a Steering Committee waastituted (May 2005) by
State Government and Andhra Pradesh Municipal AusolManual (APMAM) was
developed during 2006-07. State Government issueérs in August 2007 for
adoption of APMAM in all the ULBs in State. Similgr other manualsviz.,
Andhra Pradesh Municipal Budget Manual and Andheal®sh Municipal Asset
Manual, were also accepted by State for implememafAugust 2007) by ULBSs.
Finalisation of 133 accounts by 37 ULBs was in arseas of May 2015.

12 Bapatla, Nandyal, Tenali, Vijayawada and VizianagaULBs
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Double Entry Accrual Based Accounting System (DEABAs being adopted in 82
out of 110 ULBs. The Department stated (Septembé&bpthat remaining 28 ULBs
have been constituted recently and action is bemgated for implementing
DEABAS.

3.18 Maintenance of database and the formats therein on the
finances of ULBs

The ULBs have adopted the software, developed &#ntre for Good Governance

of Model Accounting System for maintenance of Aauisu The Department stated
(August 2015) that the staff was not fully trainedpreparation and maintenance of
accounts as per the formats. Chartered Accoufitarg were positioned as monitors

and were requested to prepare accounts for th@d&009-13. Based on the

guidelines from CA firms to the staff, accountsnir@013-14 onwards were proposed
to be maintained by the ULBs staff. However, UllBse not implemented the same
due to shortage of staff.

3.19 Conclusion

There were delays in compilation of accounts by BL®&ith consequent delays in
their audit by the Director, State Audit. DoubletfgnAccrual Based Accounting

System (DEABAS) was yet to be adopted by 28 out ULBs. Maintenance of

database formats was not implemented as planned taushortage of staff.

Accountability framework and financial reporting dLBs was inadequate as
evidenced by non-furnishing of utilisation cert#ftes, non-remittance of unspent
balances of closed schemes, advances pending radpist non-conducting of

physical verification of stores and stock, non-rezfation of departmental figures

with treasury and non-disposal of misappropriatases.
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Chapter IV —PA on Infrastructural Development in sins identified under IHSD

4 Performance Audit on Infrastructural Development in
slums identified under IHSDP
4.1 Introduction

Integrated Housing and Slum Development ProgramtkSEP) is one of the
components of Jawaharlal Nehru National Urban ReaheMission (JNNURM)
launched by Government of India (Gol) in Deceml@3to encourage reforms and
fast track planned development of identified citi#gis programme combines the
Valmiki Ambedkar Awas Yojana (VAMBAY) and Nationgblum Development

Programme (NSDP) to bring about an integrated ambron improving the living

conditions of urban slum dwellers by providing ada® shelters, amenities and
community infrastructure. The programme is appliedab all the cities and towns as
per census 2001 except those covered under INNURM.

Objective of the Programme

The basic objective of the programme is to straweholistic slum development with
healthy and enabling urban environment. The adbiesscomponents under t
programme include provision of:

Shelter including up-gradation and constructiomefv houses including sites a

services/houses at affordable costs for EconorgicalVeaker Section

(EWS)/Lower Income Group (LIG) categories

Community toilets

Physical amenities such as water supply, stormrvaagens, widening and pavin
of existing lanes and street lights etc.

Community infrastructure/social amenities such asvigion of community
centres for pre-school education, non-formal edocatadult education an
recreational activities

Community primary health care centre buildings etc.

Model demonstration projects

Slum improvement and rehabilitation projects.

g

4.2 Responsibility centres

Main Responsibilities

National JNNURM functions under the overall guidance of atidial

Steering Group (NSG) at the central level, whicts gm®licies for
implementation, monitors, reviews progress and 6siy)
corrective action wherever necessary. The NSG ppated by ¢
Technical Advisory Group (TAG), to appraise theposals, and 1
Central Sanctioning Committee (CSC) for further rapgal anc
sanction of the proposals. The Detailed ProjectoRegDPRS) ar:
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scrutinised by the technical wings of the Gol Minées/specialiset!
- technical agencies, before submitting them to t8€ @r sanction
The programme is co-ordinated by the State Leveler8ig
Committee (SLSC), headed by the Chief Minister/lglier of
Urban Development/Minister of Housing, which revgevand
prioritises proposals for inclusion of projects f@eking assistanc e
under INNURM from the Gol. The SLSC is supportedheyState
Level Nodal Agency (SLNA) which is set up for apgmag the
projects submitted by ULB/parastatal agencies amthioing
sanction of SLSC; management of grants received the Centra
and State Governments for release to ULBs/parhsagincies
submission of quarterly progress report to Gol Atadhra Pradesn
Urban Finance and Infrastructure Development Carjommn
(APUFIDC) has been designated (February 2006) be th
Government as SLNA.

lyiel=i=nilnes Responsibilities at implementing agency level (RubiHealth

agencies Engineering Divisions/Urban Local Bodies) includémiission of

detailed project reports to the SLNA for appraisaicountal o

funds received from SLNA, tendering, award of caats, ensuring|
adherence to the time schedule and quality of theksvexecute(|
by the contractors, furnishing of periodical repash physical an |
financial progress, submitting utilisation cert#tes, maintaining)
inventory of assets created and operate assetfaeitities createc

etc.

4.3 Funding pattern

Guidelines stipulate that funds under IHSDP arereshan the ratio of 80:20 by
Central and State Governments/ULB. Central grantirectly released to nodal
agencies identified by the State Government asthuhdil Central Assistance (ACA).
Release of Central share to nodal agency dependslease of matching State share
and submission of utilisation certificates. Stdtare has to be deposited in a separate
account to become eligible for the Central graftpér centof the Central grant is to
be released to the State nodal agency after \atidic of the State share, and on
signing the tripartite Memorandum of Agreement. @&k instalment is released
based on the progress of the works. However, &otleasing funds directly to the
State Government, which in turn releases to SLNAWKIDC) through budget
release orders. SLNA releases Gol, State and UhBres of funds to the
implementing agencies.
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4.4 Audit framework

4.4.1 Audit objectives

Out of the two components of housing and infrastme development undertaken
under IHSDP, this performance audit focuses on emgintation of infrastructure
development in slum areas with the objective oéssing the following:

i. Whether slums in need of basic infrastructural litees were identified in
accordance with Government guidelines/orders.

ii. Whether infrastructural facilities in terms of plod amenities, community
infrastructure and social amenities were providethiw the approved cost and
timeline.

iii. Whether internal controls relating to financial mgament, project execution and
monitoring were effective.

4.4.2 Audit criteria

Audit findings have been benchmarked against thiéerier sourced from the
following:

* Gol guidelines and operational manuals
* Orders/circulars issued by Gol and State Governifinent time to time
* Andhra Pradesh Public Works Code and

 Andhra Pradesh Financial Code

4.4.3 Audit scope and methodology

Performance audit of slum development programmeersaly implementation of
infrastructure development related projects exetcudaring the five year period
2010-15. Audit methodology involved scrutiny ofaeant documents in Municipal
Administration and Urban Development (MA&UD) depaént in Secretariat, Andhra
Pradesh Urban Finance and Infrastructure Develop@ermporation (APUFIDC) the
State Level Nodal Agency, Office of Mission for flination of Poverty in Municipal

Areas (MEPMA), Office of Engineer-in-Chief and irephentation unifsof selected

projects.

An Entry Conference was held in February 2015 W@tdmmissioner and Director of
Municipal Administration (CDMA) wherein audit scopebjectives, criteria and
methodology, including conduct of joint site inspes were explained and agreed
upon. Exit conference was held with Principal Segge MA&UD in December 2015
to discuss audit findings and response of the Gowent have been incorporated at

! Seven projects were implemented by Public Heaftbifeering Divisions (Anakapalli, Kakinada,
Kurnool, Machilipatham, Madanapalli, Narasaraopeid aPulivendula) and three projects by
Municipalities (Chirala, Guntur and Kavali)
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appropriate places in the report. However, repbynf the Government is awaited
(December 2015).

4.4.4 Audit sample

Out of 27 projects sanctioned (2007-09) in the &sfat infrastructure development
under IHSDP at a cost @241.30 crore, ténprojects costing110.43 crore were
selected for detailed scrutiny based on highestosmgl cost in each of the districts.

4.5 Financial and Physical performance

Infrastructure facilities include physical amerstieke water supply, storm water
drains, community latrines, widening and pavingxwisting lanes, street lights etc. In
addition, these include community infrastructure aoncial amenities like pre-school
education, non-formal education, adult educatioatemmity, child health and primary
health care including immunisation etc.

All the 27 infrastructural development projectsc@med in the State during 2007-09
were completed. Details of financial performancehefse projects as of March 2015
are given below.

Table 4.1

(X in crore)

No. of | Gol approved project .
Year rojects cost
Sanction pro] March 2015 March 2015

SEUCGRERES  Original  Revised

19 17539  175.15 157.86

2008-09 8 65.91 61.16 50.87 44.94

Total 27 241.30  236.31 208.73 202.65
Source: Records of SLNA

Details of financial performance in test-checkedjgets as of March 2015 are given
below:

Table 4.2
(X in crore)

Gol approved cost | Releases

Expenditure
as of March | Completed
2015

Year of | Name of the as of
Sanction | ULB Original  Revised | W/l

2007-08 Guntur 19.83 August 2014
2007-08 Narasaraopet 19.79 19.67 20.31 20.26 March 2013

2007-08 Anakapalli 3.50 3.50 2.70 2.35 December 2012
2007-08 Kakinada 10.64 11.79 8.92 8.12 March 2013

2 Anakapalli, Chirala, Kakinada, Kavali, Kurnool, bfilipatham, Madanapalli, Narasaraopet,
Pulivendula and Guntur (Pilot study)
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Chirala 3.52 3.47 2.89 3.26 August 2013
Madanapalli 4.74 4.29 4.45 3.77 June 2011
Kavali 4.33 3.47 3.89 4.49 January 2011
Pulivendula 1469  14.69 8.35 10.35 March 2013
Kurnool 19.76 1855 13.33 9.88 March 2013
Machilipatnam 9.63 9.17 9.47 7.16 June 2012

110.43  108.43 91.86 86.69

Source: Records of SLNA

Original DPRs were revised (upward and downwardlirthe test-checked projects
due to change in scope of work and none of thectestked projects were completed
within the stipulated time. The delay in this retjaanged from less than one year to
five year$ due to non-availability of clear site for constian of Community Utility
Centres (CUCs) and community toilets. In tHreet of ten test-checked projects,
expenditure exceeded releasegbW7 crore (2(er cen}. Audit findings on the test-
checked projects are discussed in the subsequergrpphs.

Audit findings
4.6 Planning

As per the provisions of Andhra Pradesh Slum Imenoent (Acquisition of Land)
Act, 1956 any area that is a source of danger & pghblic health, safety or
convenience of its neighbourhood by reason of tiea &eing low lying, insanitary,
squalid or otherwise, may by notification in thedhma Pradesh Gazette be declared
to be a slum area.

4.6.1 Identification of slums

As of July 2015, there were 5,559 slums in 110 UkBsead over in 13 districts of
the State. The programme was implemented in 24 UifBsine districts. Criteria
adopted for identification of slums in ULBs as wadl reasons for non-identification
of any slum in four districts (Anantapur, Srikakula Vizianagaram and West
Godavari) were not forthcoming from the records.riby the exit conference
(December 2015), Government stated that slums iantapur district were not
identified, as district was covered under Urbarrdsiructure Development Scheme
for Small and Medium Towns (UIDSSMT) programme. nc& UIDSSMT
programme is not specific to slum development glahentification of slums should
have been considered while taking up works und&DOH.

i. Uneven distribution of projects: Out of 27 projects sanctioned for the State, one
project each was sanctioned in 22 ULBs for impletagon of programme.
However, in Kavali and Kadapa ULBs, two and threejgrts were sanctioned

3 with a delay of less than 1 year (1 project), #e@rs (2 projects), 2-3 years (1 project), 3-4 year

(5 projects) and 4-5 years (1 project)

* ChiralaZ0.37 crore, Kavak0.60 crore and Pulivendu2 crore

® Chittoor (2 ULBs), East Godavari (1), Guntur (1BJjshna (1), Kurnool (3), Prakasam (2), SPSR
Nellore (1), Visakhapatnam (2) and YSR (2)
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respectively. It was observed that ten projectsp@7cen) were sanctioned in one
district (Guntur) alone.

Prioritisation of slums: State Government instructed (September 2004Vttizs
to prepare the poverty and infrastructure deficygematrix and prepare the list of
prioritised slums for taking up infrastructure dieyenent activities in the slums.

In the ULBs of the tehtest-checked projects, there were 604 slums asheer
Detailed Project Reports (DPRs) (2007-2009), ofclvhionly 185 slums were
identified by sevehtest-checked projects for implementation of thegpamme
whereas in the other thredz., Kakinada, Kavali and Madanapalli projects,
infrastructure works were proposed in new layolliPRs of the test-checked
projects did not indicate the criteria adopted ittentification of slums. Further,
documents relating to poverty and infrastructurdicaancy matrix, list of
prioritised slums and criteria adopted by ULBs identification of slums were
not forthcoming from records produced to audit. é&naudit could not verify
whether slums were prioritised as per Governmesterst

Non-notification of slums State Government issued (September 2004) orders t
ULBs to identify and notify non-notified slums im abjective and transparent
manner within a specified time frame of four months various Government
programmes were implemented only in the notifiadnd and the poor in non-
notified slums were being deprived of the benefftdevelopmental processes due
to their non-notification. As of July 2015, thereeng 1,339 (29er cen} non-
notified slums out of 4,5?5slums in the State and 179 slums out of 747 were
non-notified (24per cen} in the ULBs of teh test-checked projects. Action
initiated, if any, for notification of these slumgas not forthcoming from the
records produced to audit.

Contrary to Government orders, the programme wagdeimented in 27 non-
notified slums of fivé® test-checked projects at an estimated co¥156f68 crore.
These slums were yet to be notified as of July 28dé&n after eight years of
sanction of projects (2007-09). Further, the progree was implemented in nine
villages which were merged (June 2005) with theiM@adula Municipality by
treating the villages as slums. However, there weredocumented reasons for
considering these merged villages as slums. Fuyréiethe slums in Pulivendula
ULB were yet to be notified as of July 2015. Duritige exit conference
(December 2015), Government stated that action dvbalinitiated for speeding
up the process of notification of non-notified skim

® Anakapalli (30 slums), Chirala (42), Guntur (133Kakinada (75), Kavali (25), Kurnool (103)

Machilipatnam (85), Madanapalli (42), Narasaraggé) and Pulivendula (28)

" Anakapalli (24 slums), Chirala (12), Guntur (4®urnool (27), Machilipatnam (30), Narasaraopet

(41) and Pulivendula (11)

8 data in respect of 984 slums was not furnished
° Anakapalli (1 non-notified slum), Chirala (18), @ur (17), Kakinada (38), Kavali (10), Kurnool

(49), Machilipatnam (1), Madanapalli (12), Narasget (5) and Pulivendula (28)

19 Anakapalli (1 slum), Guntur (6), Kurnool (7), Nasaaopet (2) and Pulivendula (11)

Page 34



Chapter IV —PA on Infrastructural Development insins identified under IHSD

iv. Slums in Hazardous/Objectionable areas The slum areas located on

Vi.

hazardouS and objectionable lands were not to be redevefpetihe
beneficiaries of these slums should be rehabititate an area, to the extent
possible, nearer to their original location to mmetvpotential loss of livelihood
opportunities suited to their skill-set. As of J@915, there were 220 hazardous
slums out of 4,578 slums in the State and 35 hazardous slums in tts\of
five'® test-checked projects. Instead of relocating etséisms, ULBs of twh test-
checked projects identified three hazardous slumis implementation of
programme and executed works at a cofBd8 crore.

Incidentally, it was observed that in Ameer Hydeli Khan Nagar slum of
Kurnool ULB, instead of relocating the people resydin the slum, programme
was implemented and later stopped (2009) afterrimgu an expenditure of
I3 lakh as per instructions from the District Admsination to rehabilitate the
people residing in the slum.

Slums in private owned lands As per the provisions of Andhra Pradesh Slum
Improvement (Acquisition of Land) Act, 1956, Goverent shall acquire any land
in a slum area from the owners of the land for thepose of clearing or
improving the area. As of July 2015, there wered9,Slums in private owned
lands out of 4,578 slums (33per cen} in the State and 248 slums in private
owned lands out of 571 (4%r cen} slums in the ULBs of sevéhtest-checked
projects. ULBs of fivé® test-checked projects have identified 65 slumgrivate
owned lands for implementation of the programmeaat estimated cost of
%25.67 crore. It was reiterated (July 2011) during State Principal Secretaries
meeting to review all schemes of the Ministry ofudimg and Urban Poverty
Alleviation to prevent misuse of the provision aedcouragement of illegal
settlements.

Delay in taking up survey for database: Ministry of Housing and Urban
Poverty Alleviation (MoHUPA) launched (February 3)G new scheme called
Urban Statistics for HR and Assessment (USHA) fevedopment of a national
information system on urban poor, focusing on matipstate and city level data
and knowledge base for the purpose of planningjcypohaking, project

formulation, implementation, monitoring and reviespecially in the areas of
slum development, provision of basic services eogbor and affordable housing.

" the areas where human habitation entails undietaishe safety or health or life of the residents

themselves or where the habitation on such arzascanal bunds, tank beds, road margins, burial
grounds, solid waste landfill sites etc., is coasédl contrary to public interest

12 action through which an area is developed forebdiiting environment

13 data in respect of 984 slums was not furnished

4 Anakapalli (1 slum), Machilipatnam (1), Kakinadas), Kurnool (1) and Pulivendula (16)

15 Anakapalli (Pillavarigeorg&?2.79 lakh), Pulivendula (Rotarypura®89.50 lakh and Yerragudipalli

3266.16 lakh)

16 data in respect of 984 slums was not furnished
7 Anakapalli (23 slums), Chirala (20), Guntur (7&gkinada (38), Kurnool (67), Madanapalli (1) and

Pulivendula (24)

18 Anakapalli (18 slums), Chirala (6), Guntur (20)rKool (11) and Pulivendula (10)
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Gol released (September 2008 to March 2&@B247 crore to APUFIDC (SLNA)
for conducting survey of towns with instructionsdomplete the survey within 3
to 4 months from the date of release of funds. MBRMnNducts survey of towns
and uploads data in its web-site. It was obserliatidata of 984 slums was yet to
be captured as of July 2015. During the exit cafee (December 2015),
Government stated that MEPMA conducted the survewll ULBs and the
uploading of data is pending.

4.6.2 Detailed Project Reports

Urban Local Bodies and implementing agencies asubonit DPRs to the SLNA for
appraisal and forwarding to MoHUPA for consideratiof Central sanctioning
committee/State level Co-ordination committee. iBwvof DPRs of test-checked
projects revealed the following:

Non-inclusion of slum-wise existing infrastructural facilities in DPRs DPRs
are required to be prepared after taking into amration the existing
infrastructural facilitiesviz, roads, drains, community toilets, water supply,
drainage, street lights etc., and also availabibfyvarious facilities such as
schools, anganwadi centres, primary health cerdtes in each slum. Health,
education and social security infrastructure fae#i should be taken up through
convergence with respective departments. Howelan-wise details of existing
facilities were not forthcoming from the DPRs fugimed to audit.

In Kurnool and Pulivendula ULBs, works proposed in DPR were already
executed through other grants resulting in saving$er the programme funds of
I7.23 crore and4.34 crore respectively. Improper preparation oRBResulted
in non-utilisation of programme funds.

Convergence with other sectorsAs per guidelines, DPRs should invariably be
prepared by implementing agencies and include pravifor components under
health, education and social security through cayerece of schemes and also by
dovetailing funds through budgetary provisions undee programmes of
respective sectors (Health, Human Resource Devenpn&ocial Justice and
Empowerment etc.). DPRs of thféeut of ten test-checked projects denoted
convergence with health, education and social ggcsectors. However, details
of components proposed through convergence weravagiable in DPR. Hence,
no works in convergence as envisaged were takemupPRs of other sevéh
test-checked projects, works through convergenae wet proposed. During the
exit conference (December 2015), Government stiétadavailability of land is
one of the major constraints in taking up any istinactural development project
and possibility of convergence would be looked.into

19 Kurnool (CC roads, drains, water supply) and Rarlula (CUCs, community toilets)
20 Kurnool, Madanapalli and Narasaraopet
2L Anakapalli, Chirala, Guntur, Kakinada, Kavali, Méipatnam and Pulivendula
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iii. Improper preparation of DPRs resulting in reduction of Central share:
Kavali ULB submitted revised DPR after executioncbildren’s park etc., at a
cost 0f¥42.18 lakh. However, the work was not consideretharevised DPR
approved (February 2014) by Gol as it was not péaroriginal DPR. Further,
during the approval of revised DPR by Gol (Febru2®?), provision towards
VAT?, labour cess etc., to the extent3&0.98 lakh in test-checked project of
Anakapalli ULB was not approved on the ground ihatas not part of original
DPR. Absence of complete details in initial DPRs oy resulted in reduction of
Central share, but also caused additional finarmieden to ULB.

iv. Revision of DPRs:In all the test-checked projects, revised DPRe@sed by
ULBs were approved (February 2012—-September 20t43dd due to change in
scope of work. The upward revision was on accotdnnhdusion of works not
proposed in the original DPR and downward as dtresuleletion of community
utility centres due to non-availability of sitenlgth of roads/drains due to site
conditions and execution of works (roads/draing)csaned in original DPR
through other funds. The projects were termed agpteted though all the works
sanctioned in revised DPR were not executed duteavailability of site/site
conditions. In siX test-checked projects, revised DPRs were approved
(February 2012—-September 2014) after completion padjects resulting in
execution of works without approval of the deviago Details of components
proposed in original/revised DPRs and executed espect of test-checked
projects are detailed inAppendix 4.1 During the exit conference
(December 2015), Government attributed non-avditglof land/site conditions
as reasons for revision of DPRs. This indicatedraper survey and also failure to
ensure availability of site before submission afgwsals.

4.7 Execution

As per IHSDP guidelines, infrastructure facilitieeclude physical amenities like
water supply, storm water drains, community lasingidening and paving of
existing lanes, street lights etc., community isfracture and social amenities like
pre-school education, non-formal education, additcation, maternity, child health
and primary health care including immunisation étdrastructure facilities under
health, education and social security infrastriectghould be taken up through
convergence with respective departments.

All the 27 projects sanctioned (2007-09) in thet&far infrastructure development
under IHSDP were completed. Fémprojects were selected for detailed scrutiny and
none of these were completed within the stipulditee. All the works sanctioned in
the revised DPR were executed in three (ChiralayaKkeand Narasaraopet) test-
checked projects. In Kakinada project, works weo¢ taken up as approved in

22 alue Added Tax

2 Anakapalli, Guntur, Kakinada, Kavali, Madanapatid Pulivendula

24 Anakapalli, Chirala, Guntur, Kakinada, Kavali, Kool, Machilipatham, Madanapalli, Narasaraopet
and Pulivendula
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revised DPR due to non-completion of housing pnogne. In the remaining six
test-checked projects, quantities as approvedemghised DPR were not executed on
account of non-availability of site for constructiof CUCs, community toilets and
due to site conditions/executed with other fundsespect of roads/drains. However,
the projects were termed as completed, resultingan-achievement of intended
benefits to the slum dwellers. Out of ten test-&kecprojects, project completion
certificates were furnished by ULBs of eight pragedn respect of two test-checked
projects (Chirala and Guntur) project completiortiieates were not furnished.

Audit findings relating to execution of physical anities, social amenities and
community utility centres in the test-checked pctgeare detailed below:

4.7.1 Execution of works by implementing agencies

In the State, implementing agencies for executibnnfyastructural projects were
either Public Health Engineering (PHE) Divisions biLBs concerned. State
Government issued (May 2008) orders entrusting soetued ovek5 crore to PHE
Division and works less tha¥b crore to the ULBs themselves. Projects in Guntur
(approved cos&19.83 crore) and Anakapalli (approved c@50 crore) were
approved for execution by PHE Division and ULB redjvely. However, contrary to
Government orders, these two projects were swappddhe project in Guntur was
executed by ULB. There was considerable delay (58ths) in completion of this
high value project by Guntur ULB. Reasons for tleéag were not available in the
records. Specific reasons were not furnished duhegxit conference.

4.7.2 Physical amenities

Physical amenities include water supply, storm wakeins, community latrines,
widening and paving of existing lanes, street kghtc. Audit findings relating to
physical amenities provided in the test-checkegkpts are detailed below:

4.7.2.1 Execution of works in a new layout

Infrastructure projects in Kakinada, Kavali and Madpalli ULBs were taken up in
new layouts on the assurance that housing compovauitl be taken up by the State
Government. Physical verification of these projeetgealed that housing component
was still in progress. As such, the infrastruceneated (January 2011 to March 2013)
in advance at a cost $16.38 crore in thré layouts remained unutilised, due to lack
of proper synchronisation of works.

Although Kakinada project was sanctioned to reled¢he households residing in 23
slums, scrutiny of records revealed that some efnibuses were allotted to families
of ex-servicemen belonging to Above Poverty Lin€’[A and some of the allottees
were not residents of Kakinada. This was agairesbtiective of improving the living
conditions of slum dwellers.

% Anakapalli, Guntur, Kurnool, Machilipatnam, Madaa#i and Pulivendula
% KakinadaZ8.12 crore, Kavak4.49 crore and MadanapaB.77 crore
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DPRs of Kavali and Madanapalli projects did noticate the slums identified for
rehabilitation. Thus, infrastructure was developedthout identifying the
beneficiaries.

Kakinada ULB Kavali ULB Madanapalli ULB

During the exit conference (December 2015), Govemtrstated that matter would be
discussed with Andhra Pradesh Housing Board (APféB)completion of housing
component.

4.7.2.2 Cement Concrete (CC) Roads

Laying of roads is an important component in prowgdinfrastructure in the slums.
Works relating to laying of CC roads were sanctibm@ad executed in all the ten
test-checked projects. In éi¢est-checked projects, CC roads were laid as isaect
and in the remaining fotft test-checked projects there was variation between
guantities sanctioned and executed due to siteitomms! or roads were already laid
with other funds. Audit observations based on ptalsierification are given below:

i. Non-utilisation of road laid: Physical verification of Hari Krishnanagar slum of
Narasaraopet ULB revealed that the road laid witBDP funds was blocked and
existing gravel road on the other side
of the slum was being used fo
transportation. The expenditure Ojgg=
%4.02 lakh incurred towards laying Ofjss
CC road therefore, remainecyires:
unfruitful. During the exit conference =
(December 2015), Government state
that corrective action had been take ™
by the ULB. However, it did not

provide documentary evidence to this
effect. Slum: Hari Krishnanagar (Narasaraopet ULB)

ii. Irregular connectivity to developed area: The primary objective of the
programme was to provide basic infrastructure i idhentified slums. During
physical verification, it was observed that a re@ab laid from Heart and Brain
Centre (hospital situated at the main junctionhaf tity) to Joharapuram slum in

2" Anakapalli, Chirala, Kakinada, Kavali, Machilipatn and Narasaraopet
28 Guntur, Kurnool, Madanapalli and Pulivendula
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Kurnool ULB, the entire stretch of which did notriio part of slum and it
consisted of multi-storied buildings. Further, thherk was executed in deviation
to the original DPR and was approved®
(February 2012) in revised DPR at ap-
estimated cost 0¥3.07 crore. During f&*
the exit conference (December 201
Government stated that road was laid
to facilitate proper connectivity to
slum. However, roads outside the slu e d
area should not have been taken up 2
with scheme funds. Slum: Joharapuram (Kurnool ULB)

ii. Execution of work outside the slum area:Gol approved (December 2007)
infrastructure works to be executed in a layouKawvali ULB. However, CC
roads were laid in ‘Pulla Reddy Nagar’ at a cost20 lakh, which was outside
the jurisdiction of layout and also not categorissdslum as per data furnished by
Government. Execution of work in such a locatiors\eerefore irregular. During
the exit conference (December 2015), Governmetedsthat roads were laid on
the approach road to the layout. Roads outsidslthe area should not have been
taken up with scheme funds.

iv. Non-laying of road for the complete stretch Physical verification of
Velamavaripalli slum of Pulivendula ULB revealechtiCC roads were laid in
patches instead of in a complete stretch resuitingpn-achievement of intended
objective of providing motorable road to the residein the slums. During the
exit conference (December 2015), Government stditatcorrective action had
been taken by the ULB. However, it did not proviteumentary evidence to this
effect.

4723 CC Drains

CC drains were sanctioned and executed in allehedst-checked projects. In five
test-checked projects, CC drain works were execasesanctioned and in remaining
five®® test-checked projects, there was variation betwpentities sanctioned and
executed due to site conditions or works executeth wther funds. Audit
observations are given below:

i. Improper alignment of drains: Scrutiny of records and physical verification of
slums* of Chirala ULB revealed that CC drains were laidl @onnected to main
drains constructed under UIDSSRfTscheme. Water was flowing back into the
houses particularly during rainy season resultmgundation of slums. After

29 Anakapalli, Chirala, Guntur, Kavali and Narasartop

% Kakinada, Kurnool, Machilipatnam, Madanapalli @ualivendula

3L yanadi colony-Swarna road and Yanadi colony-1stiwa

3270 per cent of major drains and 3@er centof lateral drains were constructed under Urban
Infrastructure Development Scheme for Small and iMedTowns (UIDSSMT) a component of
JNNURM
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4.

laying of drains, ULB propose
(October 2010) comprehensive survey
the drains for rectification for disposal O
drain water. Thus, construction of th§
drains at a cost of17.79 lakh did not
serve the purpose. During the ex
conference (December 2015
Government stated that corrective acti )
had been taken by the ULB. However,|i : \

did not provide documentary evidence TOM—EEEEC :
this effect. Slum: Yanadi Colony—Swarna road (Chirala ULB)

Poor maintenance of assets createdAs per guidelines, the responsibility to
maintain and operate the assets and facilitiedemteander the scheme rests with
the ULB. However, physical verification of six sis and three layouts in sev&n
test-checked projects revealed that CC drains\ate not put to use as these
drains were either not connected to any major daairfilled with mud and
garbage resulting in stagnation of water and unhigggurroundings.

Non-construction of side drains As per provisions of Indian Road Congress
Codes adopted by Ministry of Urban Developmente sidains are required to be
constructed to facilitate flow of water. Physicarification of three sluni$ in
Chirala ULB revealed that side drains were not troieged. Thus, the ULB failed
to ensure proper drainage.

Execution of work outside the slum area:Gol approved (December 2007)
infrastructure works to be executed in a layouKawvali ULB. However, CC
drains were laid in ‘Pulla Reddy Nagar at a cosRd4.70 lakh, which was
outside the jurisdiction of layout and also notegatrised as slum as per data
furnished by Government. Execution of work in suchocation was therefore
irregular. During the exit conference (December3)0TGovernment stated that
drains were laid on the approach road to the layidawever, drains outside the
slum area should not have been taken up with scliemas.

7.2.4 Street lighting

Works relating to Street lighting were sanctionedfive® test-checked projects.
Works were executed as sanctioned in three (Chikdalanapalli and Narasaraopet)
test-checked projects. In Kakinada project, worlerevnot taken up due to non-
completion of housing programme and in Pulivenduiaject street lighting poles
were provided by ULB with other funds. Physical ifreation of slums in
test-checked projects of Anakapalli and Kavali UlrBgealed following.

%Anakapalli: Balajiraopet slum; Kurnool: Weaker sestColony-I and Leprosy colony; Narasaraopet:

34
35

Gunduraopet slum; Pulivendula: Ulimella and Pollagium and layouts in Kakinada, Kavali and
Madanapalli

Yanadi colony (swarna road), Srungarapeta anduktgpuram slums

Chirala, Kakinada, Madanapalli, Narasaraopet anéhdula
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i. In Anakapalli ULB, no provision was made for stréghting in two*® slums.
ii. In Kavali ULB, electric poles were erected but tgylwvere not provided.

Non-provision of street lighting resulted in deniafl intended amenities in the
identified slums.

4.7.2.5 Community toilets

Community toilet is one of the basic facilitieslie provided in urban slums to avoid
open defecation for hygienic environment. As ofyJa&015, out of 7.97 lakh
households, 1.28 lakh households (8 cen} were resorting to open defecation in
the slums of the State. In the ULBs of rihgest-checked projects, 0.30 lakh
households (1per cen} out of 2 lakh households were resorting to opeiechtion.
Provision for construction of toilets was proposedwo ULBs (Narasaraopet-9 Nos.
and Pulivendula-11 Nos.) at an estimated cost¥bR5 crore. However, no
community toilet was taken up for construction dwe non-availability of site.
Identification and acquisition of land should hdeen completed prior to preparation
of DPR. Failure to do so indicated defective plagni

Physical verification of 12 slums of fite test-checked projects revealed that
community toilets were not available in the sluras;such the slum dwellers were
resorting to open defecation.

4.7.3 Social amenities

As per guidelines, provision of Social amenitiesluded pre-school education, non-
formal education, adult education, maternity, chilelalth and primary health care
including immunisation etc. DPRs should invarialbly prepared for each of the
projects and should include provision for composamider health, education and
social security through convergence of schemesatsudby dovetailing funds through
budgetary provisions under the programmes of résgesectors (Health, Human
Resource Development, Social Justice and Empowerater). Review of DPRs of
ten test-checked projects revealed that no worke weposed through convergence.
Incidentally, it was observed that Madanapalli UliiRurred X8.80 lakh towards
construction of Urban Health Centre from progranfonels instead of convergence
with concerned sectors.

In this connection audit observed as under:

i. Primary Health Centres: Primary Health Centre (PHC) is a basic healttre car
facility that is to be made available with closeymity to the people to provide
an integrated curative and preventive health catfe @mphasis on preventive and
promotive aspects of health care.

% Anakapalli: New Burma colony and K. Ramanaidu oglslums

3" data in respect of Pulivendula ULB was not furaish

3 Anakapalli: Balajiraopet slum; Kurnool: Weaker Sec Colony-I, Leprosy colony; Machilipatnam:
YSR colony and PKM Colony; Narasaraopet: Christaiem, Hari Krishnanagar, Venkatreddy
Nagar; Pulivendula: Ulimella, Rotaripuram, Velamapalli and Yerragudipalli slum
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As of July 2015, PHC services were not availabld, 844 slums out of 4,575
slums (36per cen} in the State and 301 slums out of 717 slumspgtZxeny in
the ULBs of niné&° test-checked projects. During physical verificafidwellers of
26 slums in siX" test-checked projects expressed that PHCs weagelbdar away
from their slums. However, provision for PHCs inngergence with Health
department was not proposed. This resulted in dafon of basic health care
facilities in the slums.

4.7.4 Community infrastructure

As per guidelines, community infrastructure inclsid&ovision for construction of
community utility centres (CUCs) to be used for-pehool education, non-formal
education, adult education, recreational activities. Audit observations in this
regard are as follows:

i. Non-provision of CUCs:As of July 2015, there were only 1,122 CUCs in 857
slums of the State and 169 CUCs in 747 slums of $JaBtest-checked projects.
Gol sanctioned (2007-09) 28 CUCs as proposed igimaii DPRs of nin€&
test-checked projects at an estimated cost6of7 crore. In the revised DPRs
approved (February 2012-September 2014) by Gol, nmber of CUCs
sanctioned was reduced to 21 in sé¥¢ast-checked projects and no CUCs were
approved in two (Chirala and Guntur) test-checkegjiegots due to non-availability
of site. Identification and acquisition of land skebhave been completed prior to
preparation of DPR. This indicated defective plagn

Further, out of 21 CUCs sanctioned in revised DP&dy 11 CUCs were

constructed in fiv& test-checked projects at a cos€8f55 crore and construction
of nine CUCs in Pulivendula project was not takpras community centres were
proposed under other scheme funds. In Kakinadagrapne CUC sanctioned in
revised DPR was not taken up for construction duean-completion of housing
programme.

Due to non-availability of CUCs, slum dwellers remdeprived of the intended
benefitsviz., non-formal education, adult education, recreatiactvities etc.

ii. Non-utilisation of facilities created: As per guidelines it is the responsibility of
ULBs to maintain and operate the assets and fasildtreated. However, physical
verification of 11 CUCs constructed in fifetest-checked projects revealed that

% data in respect of 984 slums was not furnished

0 Chirala (30 slums), Guntur (125), Kakinada (16av&li (24), Kurnool (3), Machilipatnam (17),
Madanapalli (38), Narasaraopet (43) and Pulivenklla

*! Anakapalli (3 slums), Chirala (5), Kurnool (6), bhdlipatnam (4), Narasaraopet (5) and
Pulivendula (3)

“2 data in respect of 984 slums was not furnished

3 Anakapalli (2 CUCs), Chirala (1), Guntur (4), Kakia (2), Kavali (1), Machilipatham (2),
Madanapalli (1) Narasaraopet (6) and Pulivendula (9

4 Anakapalli (1 CUC), Kakinada (1), Kavali (1), Malgbatnam (1), Madanapalli (2), Narasaraopet (6)
and Pulivendula (9)

4> Anakapalli (1 CUC), Kavali (1), Machilipatnam (Madanapalli (2) and Narasaraopet (6)

6 Anakapalli (1 CUC), Kavali (1), Machilipatnam (Madanapalli (2) and Narasaraopet (6)

Page 43



Audit Report on ‘Local Bodies’ for the year endeddyth 2015

none of the CUCs were being utilised and the candiof the buildings was in

bad shape due to poor maintenance. As such, tiwedied benefits could not be
derived by the beneficiaries. During the exit coefiee (December 2015),
Government stated that corrective action had bakentby the ULBs. However,
it did not provide documentary evidence to thigetf

4.8 Financial management

4.8.1 Sharing arrangement

Even though guidelines stipulate sharing by Cerdral State Government/ULB in
the ratio of 80:20, in 14 out of 27 projects, rele@af State/ULB’s share ranged from
21 to 32per cent Further, in respect of State share in 27 infuastire projects, it
was agreed to share between GoAP and ULBs equdtiwever, in 14 projects,
release of ULB’s share exceeded that of State Govent byZ7.58 crore, affecting
the resources of ULBs.

State Government accorded (May 2008) revised adtrative sanction for 19
projects due to increase in cost attributed tosiewi of steel, cement and Standard
Schedule of Rates (SSR) and also due to non-imelusi statutory provisions such as
VAT, labour cess etc. The increased cost amountif@0.45 crore was not covered
by Gol sanction. As a result, this was borne by 8icBncerned.

4.8.2 Substantial amounts retained by SLNA

As per guidelines, SLNA is responsible for managen® funds received from
Central and State Governments and for disbursemoerfinds to implementing
agencies as per the funding arrangement. Scrutinieaords revealed that as of
March 2015, ¥265.83 crore was adjusted to SLNA (APUFIDC), of ebhi
%208.73 crore was released to implementing ageranie@lsan amourt57.10 crore
(Central shar&20.12 crore, State sha¥6.51 crore and ULB shaf80.47 crore) was
retained by SLNA. Funds should be either releasedmplementing agencies
wherever necessary or should be refunded withastdo the Gol/State Government.
However, 21per centof the fund adjusted remained with SLNA, even titoall the
27 sanctioned projects were completed. During #itecenference (December 2015),
Government stated that as per orders of Gol, fuetsned would be utilised for
other components of INNURM.

4.8.3 Non refund of excess Central share by implementing
agencies

As per the provisions of General Financial RuleERS), funds released by Central

Government may be utilised for the purpose for Whtitey were released and the

unspent balance, if any, shall be refunded alorty witerest. Scrutiny of SLNA
records revealed that in respect of 16 projectijaon in the approved cost in the
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revised DPR resulted in excess release of CertieaksbyZ7.06 croré’. Of these
projects, Chirala, Kavali, Kurnool, Machilipathamnda Madanapalli were
test-checked. However, the amount was yet to hamdefd to Gol.

4.8.4 Expenditure in excess of releases

As per guidelines, SLNA is responsible for disboreat of funds to implementing
agencies as per the financing pattern. ScrutingldflA records revealed that in
respect of ten projects, expenditure incurred ekegereleases to the extent of
¥5.20 croré® as of March 2015. Of these ten projects, Chitévali and Pulivendula
projects were test-checked. It was observed thatuate were diverted to/received
from projects implemented by other ULBs.

4.8.5 Fund for establishment of Urban Poverty and Livelihoods
Cell

Gol released (February 200%22 lakh towards establishment of Urban Poverty and
Livelihoods Cell. However, the details of utilisati certificate furnished by State
Nodal Agency (APUFIDC) to Gol for the amount rele@dsnd also the establishment
of cell were not on record.

4.8.6 Non-reimbursement of expenditure incurred on DPRs

As per toolkif®, SLNA shall forward proposals from implementingeagies for
reimbursement of expens&so Mission Directorate for recommendation to C®€ f
the release of funds. Gol prescribed (May 2014) pfrad procedure for
reimbursement of DPR expenses. Inspite of singalifprocedure, SLNA had not
forwarded the proposals as of March 2015 towaroslnersement of expenditure of
%2.21 crore.

4.8.7 Funds not earmarked by ULBs for utilisation in slum area

State Government orders (July 2009) stipulate th&s shall earmark 4@er centof
net funds for undertaking developmental activitreslum areas by making a suitable
provision in the budget estimate every year by ogeseparate account for Urban
Poverty Alleviation fund in the existing Personafasit (PD) account. Scrutiny of
records of test-checked ULBs revealed that fundeevw®t earmarked as required.
Commissioner and Director of Municipal Administaati stated (April 2015) that
separate accounts were not opened by ULBs of kestked projects except Kakinada
ULB, which opened separate account and incurredrefure.

4" Adoni 16.30 lakh, ChiralaZ3.86 lakh, ChittoorZ39.13 lakh, DhoneZ89.83 lakh, Kadapa
144.45 lakh, Kadapa (Azadnag&).64 lakh, Kadapa (Mamillapal®33 lakh, KavalR68.24 lakh,
Kurnool ¥96.96 lakh, Macherl&0.04 lakh, Machilipatnar®36.70 lakh, Madanapal®36.19 lakh,
Ongolez40.48 lakh, Ponnw®¥42.61 lakh, Repall&34.60 lakh and Tenaiil6.52 lakh

8 BhimunipatnamZ0.30 crore, Chiral&0.37 crore, ChittooR0.10 crore, Kadapa (Azadnagar)
%0.17 crore, Kavali Phase0.13 crore, Kavali Phase-10.60 crore, Ongol&0.03 crore, Ponnur
%0.48 crore, PulivenduR2 crore and Vinukond&1.02 crore

9 developed by Gol (MoHUPA) detailing the procedimereimbursement of expenses

*0 at oneper centof the project cost or actual cost incurred forpamation of DPRs whichever is lower
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4.8.8 Other financial deviations

i. Non-remittance of statutory recoveries:Statutory recoveries effected from the
work bills of the contractors towards Income Ta®l(e Added Tax, Labour cess
and Seigniorage charges etc., are to be remittetthetcaccounts of concerned
departments as per the provisions of the conceAwtd. However,Z55 lakh
recovered from works bills in thr¥etest-checked projects was not remitted to the
departments concerned.

ii. Expenditure on inadmissible components:As per guidelines, admissible
components include provision for construction omoounity toilets, community
centres, laying of roads, drains etc. It was ndtiteatI17.19 lakh was utilised
towards inadmissible componentsiz., construction of school building,
procurement of digital camera, engagement of contedour, hiring of vehicles
etc., in four? test-checked projects.

iii. Improper maintenance of cash bookCash book has to be closed and reconciled
with the treasury pass book to arrive at the corcash balances under attestation
of competent authority. However, scrutiny of reconf test-checked projects of
Chirala, Guntur, Narasaraopet and Kavali reveafstances of non-closing of
cash books at monthly intervals, non-reconciliatiath treasury/Bank etc. Audit
was therefore unable to vouch for the correctnésmosactions.

4.9 Tendering and contract management

4.9.1 Delay in conclusion of agreements

Engineer-in-Chief issued instructions to conclude agreements for the works taken
up under the project with the contractors within ddys from the date of issue of
Letter of Acceptance (LOA). In threetest-checked projects, three agreements were
concluded with a delay ranging from 40 to 71 daysnfthe date of issue of LOA.
This adversely effected the execution of projegiersschedule.

4.9.2 Avoidable expenditure- Non-acceptance of tender in first
call

In test-checked project of Madanapalli ULB, althbuge single tender (0.Qder cent
less than estimated contract value (ECVX45K7 crore) received in response to the
first call (June 2008) was rejected (August 2008)rdy technical evaluation on the
grounds that the worR& indicated in the experience certificate did ndt tander

°! Chirala¥8.84 lakh, Guntu®39.21 lakh and Kava®6.95 lakh

2 Chirala%0.36 lakh (procurement of digital camera), GurQrl9 lakh (hiring of vehicles), Kavali
0.48 lakh (hiring of vehicles) an&6.20 lakh (construction of school building), Pulidala
%9.96 lakh (engaging contract labour)

%3 Kakinada (71 days), Kurnool (40 days) and Madaliigg® days)

>4 Execution of supply channel for Ayyappa Reddy @karsurplus weir to Chinnagoligallu tank and
Investigation, design, estimation and fabricatisapply and fixing of 5 Nos. radial gates to the
spillway regulator including left and right mainnzd distribution field channel etc., of Velagolu
Reservoir
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similar category of works for which tenders were called for, in the secomtl c
(September 2008), bid from the same tenderer wespsed (December 2008) with
4.59per centexcess over ECV based on a similar certificatee Department replied
(February 2015) that acceptance of the bid in scall was not based on the similar
experience certificate as was submitted in theé éad. The reply is not acceptable as
the technical experience quoted in the seconddadlhot fall under similar category
of works for which tenders were called for. The@ttof the department has resulted
in avoidable expenditure &21 lakh.

4.9.3 Non-revalidation of Bank Guarantee

As per agreement conditions, the bank guaranteesldshoe obtained from the
contractors till the date of completion of the waikd further 24 months of defect
liability period. In Pulivendula project, validigf Bank Guarantee (BG) amounting to
342.84 lakh expired (May 2012) in advance of compiedf work and defect liability
period (June 2015). Revalidation of BG was not demen as of February 2015.
During the exit conference (December 2015), Govemtnassured that instructions
would be issued to ULBs for revalidation of BankaBantees

4.9.4 Non-recovery of Seigniorage charges

Statutory recoveries like Income Tax, Seigniorabarges etc., are to be effected
from the work bills of contractors and remitted tiee accounts of concerned
departments as per the provisions of the concefmsl Although a provision for
I7.19 lakh towards Seigniorage charges was inclimiede estimate in test-checked
project of Pulivendula ULB, it was not recoverednr the contractor. During the exit
conference (December 2015), Government assuredntatictions would be issued
to ULBs for recovery of Seigniorage charges.

4.10 Quality control

4.10.1 Delay in appointing TPIMA

As per toolkit, Third Party Inspection and MonitagiAgencies (TPIMA) for projects
were to undertake monitoring of works pertainingpte-construction, construction,
commissioning, trial-run, testing and post congtamcstages. TPIMA is to monitor
the projects till one year from the filing of projecompletion report and submit final
report on the overall performance of the projeatwidver, agreement with TPIMA
was concluded (August 2009) after entrustment aks/éo the contractors in eight
test-checked projects. As a result, pre-constrncsimgé’ inspections could not be
carried out by TPIMA. During the exit conferencee@@mber 2015), Government
assured to conclude agreements with TPIMA in tiorddture assignments.

5 Providing water supply, laying of roads, constiartiof drains and community utility centres etc.

5 Anakapalli, Chirala, Guntur, Kakinada, Kavali, Mapalli, Narasaraopet and Pulivendula

>’ Review of land requirement/availability and otluégarances to begin construction, examination of
bid documentation and bid process, review of ptdjaplementation plan and procurement process,
review of site preparation etc.
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4.10.2 Non-rectification of defects pointed out by TPIMA

TPIMA pointed out (December 2009) various defécts execution of project in
Chirala ULB. Action taken reports were not forthaoghfrom the records produced
to audit. Incidentally, some of these defects wals® observed by audit during
physical verification of slums.

4.10.3 Inadequacies in exercising quality control tests

Public Health Quality control division, Anantap@ported (June 2009) that quality
of High Density PolyethylenHDPE) pipes procured for providing water supply to
INDIRAMMA °° housing colony, Madanapalli as satisfactory. Om ¢bntrary, the
Central Institute of Plastics Engineering and Tetbgy (CIPET) conducted
(June 2010) the quality control tests of pipes statied that pipes laid did not meet
the required standards. While SLNA instructed (®eto2010) the implementing
agency to replace the entire HDPE pipes with goodlity pipes, there was no
evidence of compliance with these instructions.

4.10.4 Third Party Quality Control Agency

In the test-checked project of Narasaraopet ULBrdiRarty Quality Control Agency

(TPQCA) pointed out (2009-13) certain defects ira@rion of the project. However,

some of these like non-provision of outfall draibhalging of room beam, undulations
on drain side walls etc., were not rectified by tumtractor as of December 2014.
Department replied (December 2014) that despiteeiss notices, the contractor was
yet to rectify the defects, and further stated tetment against final bill would be
made only after rectification of defects.

4.11 Monitoring system

4111 Meetings

Programme guidelines stipulate that SLSC shouldurensnonitoring of various
projects sanctioned and meet at quarterly interialeview the progress of ongoing
projects and sanction of new projects. From incept(December 2005) till
March 2015, only 10 meetings were conducted agamesminimum requirement of
36 meetings. Further, no meetings were conductet &eptember 2013. Clearly,
monitoring of the projects was lacking. During et conference (December 2015),
Government stated that although the SLSC did niot th@ meetings on regular basis,
Principal Secretary conducted meetings regularly omonitoring proper
implementation of programme. However, review megtiwere not held by SLSC, an
apex body.

*8 Road edges were not protected either with gravethy dust, pipe crossings were not provided,
alignment of drains were not straight, slopes ddirt not maintained properly, comprehensive
strength of CC roads were found to be less tharspieeified strength, approved specifications of
pipes were not used for pipe crossings etc.

%9 Integrated Novel Development in Rural Areas andidldvunicipal Areas
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4.11.2 Training and Capacity building

Programme guidelines envisage that State Governrskeotld make continuous

efforts for training and upgradation of the skitisthe personnel responsible for the
project and the elected representatives. In addiiioshould also organise suitable
training and capacity building programmes througputed institutions in the field.

During 2010-15, against the target of 62 trainingpgobammes, only 34 were

conducted. This would affect the skill/capacity tbé personnel involved with the
projects. Reasons for shortfall were not on record.

4.11.3 Non-conducting of Social Audit

Gol introduced (December 2011) social audit to rnwnilHSDP projects at
community and ULB levels with the objective of ensg transparency and
accountability in implementing the scheme. Such i&@oéudit would ensure
participation of all the stakeholders, help the ommity to realise their rights and
entittements and help to identify and resolve geyth a view towards curbing
mismanagement. Scrutiny of the records revealed 8wrial Audit was not
conducted in any of the test-checked projects. Tasilted in the objective of
transparency and accountability not being achiev®aring the exit conference
(December 2015), Government agreed that no saaitisawere conducted.

4.11.4 Integrated Poverty Monitoring System

Online web enabled project performance trackingesysas part of Integrated Poverty
Monitoring System (IPoMS) was develo&do monitor the physical and financial
progress of sanctioned projects. While the impldingragency is to carry out data
entry for this, data was updated only upto April20Due to technical problems data
uploaded was invisible. The purpose of creatingnieaitoring system was therefore
not achieved. During the exit conference (Decen2fd5), Government agreed that
there were problems in uploading data in IPOMS.

4.11.5 De-notification of slums

As and when the slum areas are redeveloped or ihithigol, the Competent
Authority®* should submit proposals to the State Slum Redpmeat Authority for

de-notification of the slum areas and after satigfythat the slum areas are
redeveloped or rehabilitated, the slums are to eedlified. State Government
intended (September 2009) to achieve the objectividum free Andhra Pradesh by
the year 2014. Despite implementation of variouym@mmes/schemes for providing
basic infrastructure facilities and improving cdrahs in the slums from time to time,
de-notification process was not taken up by the 8ILd test-checked projects.
Contrary to Government orders, there was an inere$43 slums in ULBs of test-

checked projects, since sanction of the projed®{28) till July 2015. The aim of

€9 by Centre for Good Governance, Hyderabad for MoBUP

®1 District Slum Redevelopment Authority

%2 Chirala (8 slums), Guntur (82), Kavali (15), Kakifa (26), Kurnool (2), Machilipatnam (2) and
Narasaraopet (8)
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slum free Andhra Pradesh is thus yet to be realifrding the exit conference
(December 2015), Government assured that necestsgry would be initiated for de-
notification of slums

4.12 Conclusion

Detailed Project Reports were not prepared takimgo iconsideration the

facilities/amenities existing in the slums. Nortified slums, slums in hazardous
areas and slums in private lands were also idedtifor implementation of the
programme. Provision for primary health centres walsmade in convergence with
departments concerned. Due to non-availability itdssvarious works relating to
community infrastructure and community toilets waeret taken up. Community
Utility Centres were not put to use defeating theemded purpose. Action for de-
notification of slums was not initiated by ULBs ta&st-checked projects, inspite of
completion of projects. The overall number of slumscreased despite
implementation of the programme. Despite complewdrall the projects, SLNA

retained the balance amounts without refunding at/$3ate Government. There was
shortfall in training programmes. Monitoring systemas not effective and social
audits were not conducted in the test-checked gisje

4.13 Recommendations

Audit recommends the following measures for consitien of the Government:

> Identified slums should be notified within the stifated period and immediate
steps should be taken to relocate the people fretums in hazardous areas.

» Convergence of the programme with other stakehokleior provision of
components under health, education and social setgushould be explored.

> Action should be initiated for de-notification of lsms on completion of
provision of infrastructure facilities.

» Monitoring mechanism should be strengthened in tlaeeas of training and
capacity building, social audit etc.

During the exit conference in December 2015, Gawemt accepted the
recommendations of Audit and stated that initisgtiweould be taken to ensure
notification and de-notification of slums. Furth&overnment stated that possibility
of convergence would be looked into.
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Municipal Administration and Urban Development Depatment
51 Municipal Solid Waste Management

5.1.1 Introduction

Government of India notified “The Municipal Solid aste (Management and

Handling) Rules 2000” in September 2000 to mandwge ifhcreasing quantum of

waste generated due to urbanisation. Pursuanigp@overnment of the composite
State of Andhra Pradesh formulated guidelines imeJ2005 to promote awareness
among the public about the principles of waste rgameent and ensure that the cities
and towns in the State are clean with high qualityublic health.

5.1.2 Audit Approach

Audit of implementation of Solid Wastdanagemen{SWM) Rules 2000 by Urban
Local Bodies (ULBs) in Andhra Pradesh was conductedng March - June 2015
covering the period 2010-11 to 2014-15. Audit melttilogy involved a test check of
records of five Municipal Corporations (Guntur, kg, Nellore, Tirupati and
Vijayawada) and four Municipalities (Adoni, Maclpitnam, Nandyal and
Vizianagaram) in the State. Audit findings weradlanarked against criteria sourced
from Municipal Solid Waste (Management & Handliigyles 2000, Guidelines for
Municipal Solid Waste (MSW) Management issued bynBussioner and Director of
Municipal Administration (CDMA), Hyderabad in Jur®05, Bio Medical Waste
(Management & Handling) Rules 1998, E-Waste (Mansgd & Handling) Rules
2011 and orders and circulars issued by GovernofeAhdhra Pradesh from time to
time.

Audit findings
5.1.3 Fund Utilisation

The State Government did not earmark any specificigbt allocation for

implementation of the activities under MSW manageimeiles. However, Gol

released grants through Twelfth Finance Commis§idfC) for implementation of

MSW management during the period from 2005-06 t69200. Thereafter, ULBs

have not allotted any specific funds for impleméntaof SWM, but the expenditure
towards salaries of sanitation workers, maintenafoeshicles for transportation of
garbage etc., was met from general fund of the UtBscerned. The details of
releases and expenditure incurred under 12th F@tgran the nine test-checked
ULBs are given below:

Table 5.1
(X in crore)
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Source: Utililsation Certificates

Although the State Government had issued speaifituctions for utilisation of TFC
grants for implementation of SWM, the grants weot uatilised fully. Besides the
funds were expended on other unintended purposeshdytest-checked ULBs.
Specific instances in this regard are detailedvelo

i. In Machilipatnam Municipality, an amount &1.53 crore was paid to the
Revenue Department towards compensation to theefarfor alienation of land
in Rudravaram village on behalf of the Municipality utilising as dumping yard.
Although this amount was paid during the period12@3, land was not alienated
to the Municipality as of June 2015. However, ogssfor the delay were not
furnished by the ULB. Similarly, Kadapa Municigabrporation paid an amount
of %0.40 crore in July 2010 to the District CollectofSR district towards
compensation for acquisition of land of 21.09 atfessetting up of dump yard at
Kanumalopalli village in Sidhout Mandal. Howevenedto non-approval by the
Andhra Pradesh Pollution Control Board, the ULB pm®ed to shift to an
alternate site at Kolimulapalli of C.K. Dinne mahdas of February 2015, neither
the land was alienated nor was the amount refunded.

ii. An amount oR35.95 lakh was transferred to CDMA, Hyderabad ffbRC funds
in respect of three ULBdor meeting administrative expenditure of CDMA wlni
was irregular.

iii. Rupees 2 lakh of TFC funds was diverted (April 20tt2the Regional Director,
Municipal Administration, Rajahmundry and Anantapboy two ULBS for
incurring expenditure not related to SWM, which wasgular.

iv. In Machilipatnam Municipality, four tractors purcde at a cost 6¥20.99 lakh
from TFC grant were being utilised by the ULB faartsportation of water.

v. In Vizianagaram Municipality, an amount &f0 lakh from TFC grants was
diverted to general fund account for meeting sademy other contingencies.

vi. In Vijayawada Municipal Corporation, ¥54.60 lakh was transferred
(September 2009) to Jawaharlal Nehru National UrbR@newal Mission
(JNNURM) scheme in contravention of guidelines.

1 9.70 acres of Patta land and 11.39 acres of DK la

2 Machilipatnam Municipality14.37 lakh (June 2010), Tirupati Municipal CorpaatZ21.58 lakh
(November 2007 and July 2010)

3 Machilipatnam MunicipalityZ1.00 lakh and Tirupati Municipal Corporatict.00 lakh
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5.1.4 Implementation stages of MSW

MSW Rules envisage collection, segregation, storagasportation, processing and
disposal of municipal solid waste. Guidelines weleveloped by the erstwhile
Government of Andhra Pradesh for all these stagesnunicipal solid waste

management in June 2005.

The MSW rules are to be implemented by every mpalciauthority within its
territorial area. Parameters and criteria presdrineMSW Rules 2000 in this regard
are given below:

Parameter Compliance criteria

(0%6]|[=Te3iTe] g I} N V[V [0 IBST0][Te - Organising house-to-house collection and transfecammunity
WES RS bin.

Segregation of MSW Organising awareness programmes for segregatiavasfes anc
promote recycling or reuse of segregated material.

Storage of MSW Accessible storage faciliies based on quantitifs waste
generation and population densities. Colour codiggtem for
different types of wastes.

Transportation of MSW Covered vehicles for daily clearance of wastes amdiding
multiple handling of wastes.

Processing of MSW Municipal authorities should adopt suitable tecloggl or
combination of such technologies to make use otegaso as t(
minimise burden on landfill.

Disposal of MSW Land filling should be restricted to non-biodegraléa inert
wastes and other wastes that are not suitabler éitheecycling or
for biological processing.

Audit findings with regard to planning for implentation of MSW rules are given
below:

5141 Collection and segregation of waste
0] Non-preparation of Action Plan for collection andisposal of waste

State Government instructed (June 20G8) the ULBs to prepare Action Plans and
get these approved by CDMA for specific operatibke systematic segregation at
source, collection and transportation from souredllection points, transportation
from collection points to transfer stations andes@gisposal of solid waste

Audit scrutiny revealed that while six (Adoni, Kgda Nellore, Tirupati, Vijayawada

and Vizianagaram) out of nine ULBs had preparedoficPlans, Guntur Municipal

Corporation, Machilipatnam and Nandyal Municipaltihad not prepared any Action
Plan. Reasons for not preparing Action Plans weten record.

4 Government of Andhra Pradesh, Department of MpaicAdministration & Urban Development
Memo N0.11949/12/2006-1 Dated 27 June 2006.
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5.1.4.2 Segregation and storage at source

Segregation and storage of solid waste is the mrtstal component in the whole

process of MSW management since this guides thsegulent steps to be taken in
handling solid waste, leading to the achievemensolgéctives as laid down in the

MSW Rules 2000.

(1) Awareness among citizens

Generating awareness among the public with regatidet procedures and creation of
an enabling environment is the key to success ggir segregation and storage at
source. In order to encourage the citizens, mualcguthorities should organise
awareness programme®r segregation of wastes and promote recyclingease of
segregated materials. However, in tfiréest-checked ULBs, no such awareness
campaigns have been carried out.

(i) Non-segregation at source

Segregation of garbage at source is primarily m&akeep the two broad categories
of solid waste generated separately in two differemntainersviz, biodegradable
waste in one container and non-biodegradable wasteanother. However,
segregation of waste at source by adopting two byssem for bio-degradable and
non-biodegradable waste was not implemented irtasiechecked Corporations and
Municipalities except Vijayawada Municipal Corpaocat and Nandyal Municipality.

Segregation and storage of solid waste at sourteliter based on the type of solid
wastes generated. Broadly the type of solid wgeteerated can be categorised into
four types: (a) domestic and trade waste (b) caostn waste (c) bio-medical waste
and (d) industrial waste.

In the test-checked ULBSs, there was no systemedgregation and separate storage of
waste generated at source in respect of the alaiggaries.

(i) Arrangements for primary collection points

Collection of MSW has to be done from dispersed@esiof its generation/storage,
taking into account the quantum of garbage gengiatéhe municipal area. Quantum
of garbage generated in the test-checked ULBs thirgen 2 MTs to 480 MTs per
day. In these ULBs, garbage was collected doomtm-din tricycles through
outsourced agencies. Since segregation was notalahe source point, door-to-door
collection in two separate compartments for biorddgble and recyclable waste was
not done with the exceptions of Vijayawada Munitigarporation and Nandyal
Municipality. Further, rag pickers were not orgaagor improving MSW collection.

100 per centdoor-to-door collection of garbage was not achdewefull in any of the
test-checked ULBs. In Kadapa Municipal Corporatidopr-to-door collection was

® Sl. No.2 of Annexure 9 of State Guidelines on M&8gtied in July 2005
® Guntur Municipal Corporation, Machilipatnam andndgal Municipalities
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not implemented in 30 out of 50 divisions as of flae@by 2015. In Nellore Municipal
Corporation, garbage was collected door-to-do@mity 19 out of 54 divisions.

(iv) Non-levy of garbage collection fee

As per MSW Rules (Rule 5.4) issued by State Govemninin 2005, garbage
collection fee should be collected from bulk gadbagnerators while simultaneously
ensuring 10Qper centcollection of garbage. Garbage collection feeesdble on
establishments such as hospitals and nursing hodiagnostic centres, clinics,
restaurants and hotels, function halls and lodges pivate guest houses including
clubs, private markets including agriculture maskedirivate commercial complexes
with 20 and more shops inside, private hostelsemm halls and places of
entertainment, road side vegetable vendor addasread side weekly markets,
certain selected types of workshops etc.

In Guntur Municipal Corporation, there was lossafenue to the tune &2.20 crore
due to non-collection of fee from such categoriesrd) the audit period 2010-11 to
2014-15. No other test-checked ULBs were levyirg ffrom bulk garbage
generators.

(v) Sweeping of streets and public places

As per MSW Guidelines (Rule 6) issued by State Gawent in 2005, all public
roads, streets, lanes, bye-lanes etc., where thdrabitation or commercial activity,
should be swept daily. However, in exclusive pulpliaces, devoid of habitation or
commercial activity like parks and huge open spatesn be done on a less frequent
basis. MSW Guidelines, 2005 and Government circdited 29 December 2009
specified the following normative formula for depheent/engaging of manpower
through outsourcing/contract for collection of gagb and sweeping of streets and
public places:

Average road width
Average road width : 80ft one worker / 350 mtrs length
Average road width : 60ft one worker / 500 mtrs length
Average road width < or = 40 ft one worker / 750 mtrs length

Street sweeping should include roadside drain aigan

Waste is to be collected by primary/secondary frartsvehicle and to be sent to storz ge

facility/processing unit

Note: Sweeping of streets and public places antécin of solid waste from the households and
shops and establishments etc., combined is tokes tahile adopting the normative standards

Audit observed that Guntur Municipal Corporatiorgaged workers in excess of the

actual requirement during the period 2010-11 to3204 resulting in avoidable excess

expenditure o%8.29 crore.

5.1.4.3 Transportation of solid waste
Local bodies should identify the locations where $lolid waste intermediate storage

facilities should be created. Primary transportatid solid waste involves movement
from source of generation to the intermediate g@rafacility. Secondary
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transportation involves carriage of solid wastenfrmtermediate storage facility to
the waste treatment plants/landfill sites. Depegdinm the quantity of solid waste
generated and nature of facilities at the finahtimeent/processing/landfill sites, a mix
of transport devices should be put into place

Audit observations in this regard are as follows:

I. For Collection of wasteMachilipatnam Municipality had procured 23 tractors
10 three wheeler autos and 50 tricycles witlf' Elnance Commission (solid
waste management) grants during 2008-09 and 2009%@wvever, as per the
prescribed norms (taking the minimum range of hbakks), it was assessed in
audit that 5 tractors were procured in excess efrdguirement to cover the
households. Excess procurement of tractors re&bsutieavoidable excess
expenditure o%25.83 lakh.

ii.  In Kadapa Municipal Corporation, excess vehiclesevassessed by audit based
on their capacity for handling 219.70MT of garbagmerated per day which
resulted in avoidable excess expenditur&efs5 croré.

iii. Machilipatnam Municipality had purchased 50 tri@glfor door-to-door
collection of garbage at a cost¥#£.62 lakh during 2009-11. However, only 25
tricycles were being utilised and the remainingioiels were kept idle resulting
in wasteful expenditure &2.22 lakh

iv. In Adoni Municipality, vehicle shed was constructad=ebruary 2014 at a cost
of ¥0.13 crore and compound wall to the vehicle shesl @eamstructed in March
2014 at a cost 0¥0.26 crore. The shed is yet to be put to use faguib the
expenditure of%0.39 crore remaining unfruitful.

5.1.4.4 Processing of MSW

Suitable technology has to be adopted to make fisgaste so as to minimise the
burden on landfill. Bio-degradable wastes shoulgtoeessed by composting, vermi-
composting, anaerobic digestion or any other apat® biological processing for

stabilization of wastes. Mixed waste containingokesrable resources should follow
the route of recycling. Incineration with or witioenergy recovery including

pellatisation can also be used for processing wastspecific cases.

I. In the test-checked ULBSs, no technology was in eofpur processing of waste
to minimise burden on landfill. In Tirupati Munpal Corporation and
Vijayawada Municipal Corporation it was observedttthough vermi compost
yards were constructed for processing of the wadbkte,same were not being
utilised.

ii.  Vermi compost sheds were constructed at a co8.80 crore in Vizianagaram
Municipality 20.55 lakh) and Adoni MunicipalityZ9.73 lakh), but these were
not being utilised for processing of vermi compost.

" 4 Tata Ace Autos and 12 four wheeler auto®1@O0 lakh per vehicle and 12 three wheeler autos
@X2.16 lakh per vehicle.

Page 56



Chapter V — Compliance Audit Paragrap

In Adoni Municipality, watchman rooms and officeoros were constructed at a
cost 0f%0.07 crore (January 2013) at compost yards, buetheere not being
used. Hence, the expenditure incurred remainead o

In Adoni Municipality, trash bank sheds were comstied by incurring an
expenditure oR0.20 crore at two compost yards located at Yemmigaoad
and Siriguppa road. The sheds were kept vacantteasth was not being
separated.

MSWM Rules envisage that manual handling of wabteukl be carried out
only under proper protection with due care for saéd workers. In this regard,
a World Bank Review Mission, during their visit Kadapa in March 2014

raised concerns regarding lack of proper proteciimh care of workers with the
Municipal authorities as detailed below:

* Some of the rag pickers were living on the dume isittents.
» The workers were not wearing any gloves or proteaiquipment.

» The dumping of solid waste was not being done systieally in
accordance with a plan.

* The shed constructed at the site was not beingadifor segregation.

* The log books of the vehicles indicating the tpsIntity were not being
maintained.

The World Bank Team also suggested taking necessepg to protect the health of
pig rearers and rag pickers who were working at s$ite. However, condition
remained the same as observed by audit duringpbiygical verification.

Vi.

Vii.

(i)

ULBs did not issue any directions to Health CaréaBgshments/hospitals for
constructing sewerage treatment plant and effltreatment plant.

Adoni Municipality procured an electric bio-pulveer in 2010 at a cost of
%0.07 crore, which has not been put to use as of J0L5 since no vermi
compost activity was being taken up, leading tangllof funds due to
injudicious purchase.

E-waste

The Hazardous Waste (Management and Handling) R2088 define e-waste as

“Waste Electrical and Electronic equipment inclgdadl components sub-assemblies
and their fractions”. E-waste is considered dangerdo human health and

environment as it contains certain materials likad, Cadmium and Mercury that are
hazardous depending on their conditions and denBitg ULBs should ensure that,

e-waste/orphaned products, if found to be mixedh WASW, is properly segregated,

collected and is channelised to either authorisateation centre or dismantler or

recycler.
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Further, the Municipal authorities are responsibteensuring safe collection, storage,
segregation, transportation, processing and dispufsplastic waste, setting up of
plastic waste collection centres, take measurentourage the use of plastic waste
by adopting suitable technology such as in roadtraation etc.

Segregation of E-waste was not done either at soorat transfer station/dumping
yard in any of the test check Municipalities/Comgdmns leading to environmental
hazard.

5.1.45 Disposal of MSW

Waste disposal practices comprise (i) compostireg@gnproduction after segregation
of bio-degradable waste (ii) recycling of recyckalblid waste for different activities
and (iii) disposing inert materials such as dusihds silt, street refuses, bricks, stones,
broken glass pieces etc., in a sanitary landfill.

i. In all the test-checked ULBs, MSW was being disgos## in dumping yards
affecting the environment. None of the above mewetibdisposal practices were
followed in any of these ULBs.

ii. In violation of MSW Rules, no system was in vogoe fieneration of power
from garbage in the test-checked ULBs.

iii. Bio-menthanzation plant for power generation wats uge in 2004 by Union
Ministry of Non-Conventional Energy Sources (MNE®Yyough a contract
agency on cost sharing basis with Vijayawada MyaicCorporation (75:25) at
a cost oR3.04 crore for generation of 3,225 KW of power &.ddn 2009, the
plant stopped functioning due to non-availability spares, software related
issues in control unit etc., resulting in idlingro&chinery costing3.04 crore and
non-generation of power. VMC expressed difficatiyestore the plant due to its
obsolete technology, however, efforts were beingerfar seeking assistance of
experts for its restoration.

5.1.4.6 Monitoring mechanism

MSW Rules stipulate that Annual Reports in pregaiformat should be furnished by
the Municipal Authority to the District Magistrater the Deputy Commissioner
concerned indicating the quantity and compositibisalid waste, storage facilities,
transportation, details of slums etc., with a copyhe State Pollution Contr&@oard

or the Committee on or before ®B@ay of June every year. The Andhra Pradesh
Pollution Control Board (APPCB), in turn, prepamsnual report with regard to
implementation of MSW Rules, 2000 and forward to€a Pollution Control Board
(CPCB).

Scrutiny of records of test-checked ULBs revealedlt there was no evidence of
compliance with the procedure of forwarding anmegalbrts to State Pollution Control
Board. APPCB also confirmed that barring the repddr the year 2014-15 by
Vizianagaram Municipality and 2013-14 by Nandyal htupality, none of the other
seven test-checked ULBs forwarded the annual repBending reports from ULBs,
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Board forwarded the annual report to CPCB. It wgdied that meeting of the co-
ordination committee was conducted to consider tieservations of CPCB.
However, action taken by APPCB was not forthconfnogn the records produced to
audit.

As per the annual report of APPCB for the year 2094none of the ULBs (110) in
the State adopted ‘two bin’ system and manual hiagadif waste was being carried
out in most of the ULBs. Only Ber centof households in State were covered under
source segregation. Further, only 18 out 110 UlBtheé State set up vermi composts
as part of processing of waste and disposal fes|itvhile 64 other ULBs proposed
to establish vermi compost/windrow compost plantefd of 2015. As such, most of
the ULBs were dumping the waste in existing duntgssi

5.1.5 Conclusion

The ULBs have not been compliant with the MSWM Rula several regards.
Segregation of MSW was not done at source point gowt-to-door collection of
wastes was practiced sporadically. Requisite fag not levied on generators of bulk
garbage. Absence of arrangements for segregatidiSW at source or at the
transfer stations/disposal site burdened the dugnpard, leading to health hazards
and inconvenience to citizens. Vehicles were pred¢@nd manpower was engaged in
excess of requirement. Appropriate technology wais atdopted for processing of
waste to minimise burden on landfill. There wassgstem for generation of power
from garbage. The monitoring mechanism was not @zateq

5.2 Avoidable late payment charges 0f35.10 crore

Failure of Nellore Municipal Corporation to ensure payment of electricity bills in
time resulted in avoidable late payment charges tihe tune of%5.10 crore

The Municipalities and Municipal Corporations incwbligatory/discretionary
expenditure which includes lighting of public steeconstruction and maintenance of
hospitals/dispensaries, of water works etc. Inld¥el Municipal Corporation,
electricity through High Tension (HT) services wasised for water supply pumping
stations, being a public amenity. Energy chargestds HT services are being paid
monthly by Nellore Municipal Corporation to AndhiRradesh Southern Power
Distribution Company Limited (APSPDCL). As per AmdhPradesh Electricity
Regulatory Commission’s regulation, in case thesoamers do not pay the bills by
the due date, additional charges (delayed paymeoharge) are payable for delayed
payment.

Scrutiny (May 2015) of records pertaining to energlyarges paid by Nellore
Municipal Corporation revealed that the Corporatibad not regularly made
payments of energy charges and incurred penaltygebaofI5.10 crore for late
payment during the period 2009-15 in respect ohtitiT services. Department

8 Service Nos. 012,026,224,315,374,449,457 and 465
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attributed non availability of sufficient funds fobn-payment of electricity charges in
time. The reply of the Municipal Corporation wasarrect as it failed to make timely
payments despite adequate budgetary provisionwarasf

Hyderabad (L. TOCHHAWNG)
The Principal Accountant General (G&SSA)
Andhra Pradesh and Telangana

Countersigned

New Delhi (SHASHI KANT SHARMA)
The Comptroller and Auditor General of India
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Appendices

Appendix 1.1

(Reference to paragraph 1.3 page 3)

Statement showing district-wise and department-wisdevolution of funds to PRIs

(@]

1

[EEN
N

w

Name of the District

Anantapur
Chittoor

East Godavari
Guntur
Krishna
Kurnool

SPSR Nellore
Prakasam
Srikakulam
Visakhapatnam
Vizianagaram
West Godavari
YSR

Total

during 2014-15

Hf‘snti)g? (Ijry Backward Classes
Department Dggglrft?rzznt

0 0

0 0

67.81 3.20

0 0

52.03 0

0 0.15

21.65 0

0 0

44.26 0

834.89 0

0 0

7.11 0

0 0

1,027.75 3.35

Fisheries
Department

1.00

59.86

105.00

101.82

49.99

70.00

43.00

43.85

128.79

70.96

674.27

( in lakh)

Total

1.00
59.86
176.01
101.82
52.03
50.14
21.65
70.00
87.26
834.89
43.85
135.90
70.96

1,705.37
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SI. No
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Appendix-2.1

(Reference to paragraph 2.1 page 15)

Statement showing the details of notices issued Bynd Commissioner

Details of notices issued by Fund Commissioner Details of Payment
Name of the Noticed issued ~ Amount Period of recovery of Payment made Amount
DPMU/TPMU (Month and (Damage EPF (Month and
Year) charges Year)
and
interest)

Anantapur March 2014 17,95,829 November 2004 to 0
October 2013

Chittoor April 2013 35,83,221 January 2008 to July 2013 35,83,221
November 2010

Chittoor February 2015 70,841 January 2011 to October 0
2013

Guntur January 2014 17,19,135 November 2002 to July 2014 17,19,135
November 2013

Kadapa April 2013 14,34,041 December 2006 to Marct May 2013 14,34,041
2010

Kadapa December 2013 2,95,123 April 2010 to October April 2014 2,95,123
2013

Krishna May 2011 4,23,364 January 2008 to June June 2012 4,23,364
2010

Nellore March 2014 35,70,325 November 2002 to October 2014 35,70,325
October 2013

Ongole January 2014 11,33,849 June 2010 to December June 2014 11,33,849
2013

Paderu December 2013 8,18,651 September 2009 to April 2014 8,18,651
November 2013

Seethampet July 2012 2,48,617 January 2008 to Februar March 2013 2,48,617
2009

Seethampet December 2013 1,17,727 March 2009 to Novembel December 2014 1,17,727
2013

Srikakulam December 2012  13,63,809 August 2004 to March 2013 13,63,809
September 2012

Visakhapatnam July 2012 16,75,976 October 2006 to June November 2012 16,75,976
2010

Visakhapatnam January 2014 63,776 June 2010 to October May 2014 63,776
2013

Vizianagaram  January 2014 3,00,374 February 2009 to Octobe June 2014 3,00,374
2013

Total 1,86,14,658 1,67,47,988

Source: Information furnished by SERP
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Appendix-4.1
(Reference to paragraph 4.6.2 page 37)

Statement showing the details of components propasand completed in
test-checked projects

Name of the ULB Quantities Quantities " Quantities
S . . ) . : Quantities
N and Status of the Components sanctioned in sanctioned in revised executed not
project original DPR DPR executed

l.
[0}
i Anakapalli Roads 5.05 km 6.73 km 6.73 km 0
(completed)
Drains 0 1.76 km 1.76 km 0
CUCs 2 Nos 1 No. 1 No. 0
Water supply 13.30 km 12.43 km 12.35 km 0.08 km
works
2 Chirala Roads 6.85 km 8.65 km 8.65 km 0
(completed) .
Drains 10.17 km 5.28 km 5.28 km 0
CUCs 1 No. 0 0 0
Street lighting 163 Nos 216 Nos 216 Nos 0
< | Guntur (completed) Roads 150.71 km 164.91 km  162.01 km 2.9 km
Shoulders to 17.93 km 5.58 km 5.58 km 0
roads
Drains 50.22 km 25.9 km 25.9 km 0
Culverts 2.22 km 1.31 km 1.31 km 0
Water supply 25.49 km 11.49 km 11.18 km 0.31 km
works
CUCs 4 Nos. 0 0 0
Kakinada Roads 2.96 km 3.67 km 3.67 km 0
(completed)
Drains 5.56 km 11.51 km 5.51 km 6 km
CUCs 2 Nos 1 No. 0 1 No.
Sewerage and 1 No. 130 Nos 0 130 Nos
disposal
pipelines
Livelihood 1 No. 1 No. 0 1 No.
centre
Water supply works
Pipe lines 7.5 km 12.73 km 9.73 km 3 km
Sump 1 No. 6 Nos 6 Nos 0
Pumping 1 No. 6 Nos 0 6 Nos
stations
Mains for bores 0 12 Nos 0 12 Nos
Construction of 1 No. 1 No. 1 No. 0
ELSR
Street lighting
Lamp posts 34 Nos 225 Nos 0 225 Nos
Transformers 5 Nos 2 Nos 0 2 Nos
5 Kurnool Roads 25.11 km 26.67 km 24.68 km 1.99 km
(completed)
Drains 41.06 km 42.81 km 32.15 km 10.66 km
Water supply 15.39 km 15.39 km 7.43 km 7.96 km
works
n Kavali (completed) Roads 6.64 km 5.29 km 5.29 km 0
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SiR
(\[o}

-

Name of the ULB
and Status of the

project

Machilipatnam
(completed)

Madanapalli
(completed)

Narasaraopet
(completed)

Pulivendula
(completed)

Drains

Culvert

Ccuc
Children’s Park
School

Water supply works

250 KL ELSR

Distribution
system
Roads

Drains
CUCs

Water supply
works
Roads

Drains
CUCs
Street lighting

Water supply
works

Health centre
Roads
Drains
CUCs

Community
toilets
Street lighting

Roads
Drains
CUCs

Community
toilets

Street lighting

Water supply
works

Quantities
sanctioned in
original DPR

9.58 km

1 No.
1 No.
1 No.

1 No.

1 No.

5.58 km

24.62 km
4.74 km
2 Nos
9.99 km

11.59 km
10.25 km
1 No.
550 Nos
6.25 km

1 No.
31.32 km
67.88 km

6 Nos

9 Nos

69 Nos
31.71 km
46.80 km

9 Nos

11 Nos

145 Nos

31.25 km

Source: Records of implementing agencies

Quantities

sanctioned in revised

DPR
5.76 km

1 No.
1 No.
2 Nos

1 No.

1 No.

3.65 km

25.81 km
4.76 km
1 No.
10.16 km

18.34 km
11.25 km

2 Nos
760 Nos

7.7 km

1 No.
30.59 km
64.19 km

6 Nos

0

125 Nos
18.76 km
35.47 km
9 Nos

10 Nos

1130 Nos
15.60 km

executed
5.76 km
1 No.
1 No.

2 Nos

1 No.

1 No.

3.65 km

26.31 km
1.05 km
1 No.
4.46 km
14.11 km
9.87 km
2 Nos
760 Nos
7.7 km

1 No.
30.59 km
64.19 km

6 Nos

0

125 Nos
16.78 km
33.80 km
0

0

0

15.24 km

Quantities
not
executed

o o o o o

3.71 km

5.7 km

4.23 km
1.38 km

o o o o o

0

1.98 km
1.67 km
9 Nos

10 Nos

1130 Nos
0.36 km
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Glossary

Abstract Contingent

Additional Central Assistance

Andhra Pradesh Housing Board

>
5
=

Above Poverty Line

APMAM Andhra Pradesh Municipal Accounts Manual

APMDP Andhra Pradesh Municipal Development Project

APPCB Andhra Pradesh Pollution Control Board

APPR Andhra Pradesh Panchayat Raj

APUFIDC Andhra Pradesh Urban Finance and Infrastructureeldpment Corporation
Bank Guarantee

Backward Region Grant Fund

Basic Services to the Urban Poor

CcC

Cement Concrete
CDMA Commissioner and Director Municipal Administration

CEO Chief Executive Officer

@)
@)

F Central Finance Commission

CFMS Central Fund Management System

CIPET Central Institute of Plastics Engineering and Tetbagy
CPCB Central Pollution Control Board

CPRRD Commissioner, Panchayat Raj and Rural Development

CPRRE Commissioner, Panchayat Raj and Rural Employment

(@)
Py
O

Commissioner, Rural Development

0O
(0]
@]

Central Sanctioning Committee

@)
()]
(0)]

Central Sponsored Schemes

Community Utility Centres
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)
(@)

) )
2 B
I > II O Iﬁl

Detailed Contingent

Drawing and Disbursing Officer

DEABAS Double Entry Accrual Based Accounting System
District Planning Committee

District Project Monitoring Unit

Detailed Project Reports

Director State Audit

District Water Management Agency

Estimated Contract Value

m
@)
<

m
1Y)
M

Employees' Provident Fund
Economically Weaker Section
Fixed Tenure Employees
Fund Transfer Order

General Financial Rules

Government of Andhra Pradesh

@

Government of India
Gram Panchayat
Greater Visakhapatnam Municipal Corporation

High Density Polyethylene

Hyderabad Municipal Corporation

—

High Tension

IHSDP Integrated Housing and Slum Development Programme
B0 AT - Integrated Novel Development in Rural Areas and 8ddunicipal Areas
Inspection Report

JNNURM Jawaharlal Nehru National Urban Renewal Mission
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LIG Lower Income Group

LOA Letter of Acceptance

MA&UD Municipal Administration and Urban Development

MCs Municipal Corporations

MEPMA Mission for Elimination of Poverty in Municipal Aas
MGNREGA Mahatma Gandhi National Rural Employment GuaraAigte
MGNREGS Mahatma Gandhi National Rural Employment GuaraBideme
MNES Ministry of Non-conventional Energy Sources

MoHUPA Ministry of Housing and Urban Poverty Alleviation

MPDO Mandal Parishad Development Officer

<
1Y)
o

Mandal Praja Parishad
Mandal Parishad Territorial Constituency

Municipal Solid Waste Management

National Informatics Centre

National Municipal Accounts Manual

National Slum Development Programme
National Steering Group

Personal Deposit

Provident Fund

Primary Health Centre

Public Health Engineering

PRIs Panchayat Raj Institutions

PRIASOoft Panchayat Raj Institutions Accounting Software

Revenue Recovery

NSG
PHC
PHE

Rural Water Supply
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SAU Social Audit Unit

SEGF State Employment Guarantee Fund

SERP Society for Elimination of Rural Poverty
SFC State Finance Commission

SLNA State Level Nodal Agency

SLSC State Level Steering Committee

SPIU Strategic Performance Innovation Unit

SSAAT Society for Social Audit, Accountability and Traasency

TAG Technical Advisory Group

TFC Thirteenth Finance Commission

TGS Technical Guidance and Supervision

TPIMA Third Party Inspection and Monitoring Agencies
TPMU Tribal Project Monitoring Unit

TPQCA Third Party Quality Control Agency

Utilisation Certificate

@

UIDSSMT Urban Infrastructure Development Scheme for Smadledium Towns
uIG Urban Infrastructure Governance

ULBs Urban Local Bodies

USHA Urban Statistics for HR and Assessment

VAMBAY Valmiki Ambedkar Awas Yojana

VAT Value Added Tax
VMC Vijayawada Municipal Corporation
ZPP Zilla Praja Parishad

ZPTC Zilla Parishad Territorial Constituency
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