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Preface 

This Report for the year ended March 2016 has been prepared for submission 

to the Governor of Karnataka under CAG’s DPC Act, 1971. 

The Report contains significant results of the audit of the Panchayat Raj 

Institutions and Urban Local Bodies in the State including the departments 

concerned. 

The issues noticed in the course of test audit for the period 2015-16 as well as 

those which came to notice in earlier years, but could not be dealt with in the 

previous Reports, have also been included, wherever necessary. 

The audit has been conducted in conformity with auditing standards issued by 

the Comptroller and Auditor General of India. 
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Chapter-II 

Department of Rural Development and Panchayat Raj  

Financial reporting in Panchayat Raj Institutions 

2.1 Framework 

2.1.1 Financial reporting in the Panchayat Raj Institutions (PRIs) is a key 

element of accountability.  The matters relating to drawal of funds, incurring 

of expenditure, maintenance of accounts, rendering of accounts by the Zilla 

Panchayats (ZPs) and the Taluk Panchayats (TPs) are governed by the 

provisions of the Karnataka Panchayat Raj (KPR) Act, 1993, Karnataka ZP 

(Finance & Accounts) [KZP (F&A)] Rules, 1996, KPR TP (F&A) Rules, 

1996, Karnataka Treasury Code, Karnataka Financial Code, Manual of 

Contingent Expenditure, Karnataka Public Works Accounts Code, Karnataka 

Public Works Departmental Code, Stores Manual, Budget Manual, other 

Departmental Manuals, standing orders and instructions.   

2.1.2 Annual accounts of ZPs and TPs are prepared in five statements for 

Revenue, Capital and Debt, Deposit and Remittance (DDR) heads as 

prescribed in Rule 37(4) and 30(4) of KZP (F&A) Rules, 1996 and KPR TP 

(F&A) Rules, 1996.  The Gram Panchayat (GP) accounts are prepared on 

accrual basis by adopting Double Entry Accounting System (DEAS) as 

prescribed under the KPR GPs (Budgeting and Accounting) Rules, 2006.  As 

per the recommendations of the Thirteenth Finance Commission (TFC), the 

PRIs have to prepare the accounts in the Model Panchayat Accounting System 

(MPAS) from 2011-12 as prescribed by Government of India (GoI).  The ZPs 

and TPs prepared the accounts in MPAS formats from 2011-12 onwards but 

the GPs were yet to adopt MPAS formats. 

2.2 Financial reporting issues  

2.2.1 Maintenance of accounts in Zilla Panchayats and Taluk 

Panchayats 

The KPR Act, 1993 stipulates that the annual accounts were to be prepared 

and got approved by the General Body of the PRIs within three months from 

the closure of the financial year and were to be forwarded to the Accountant 

General/Principal Director of State Audit and Accounts Department for audit. 

We observed that there were delays in preparation of annual accounts and their 

approval in two tiers of PRIs i.e. ZPs and TPs.  There were delays ranging 

from 4 days to 181 days in submission of annual accounts for the year 2015-16 

by 24 ZPs2.  The delays in submission of annual accounts for the year 2015-16 

                                                           
2    Delays by ZPs: (i) less than 30 days (7 ZPs), (ii) 31-60 days (3 ZPs), (iii) 61-90 days (2 

ZPs), (iv) 91-120 days (8 ZPs), (v) 121-150 days (1 ZP), (vi) 151-180 days (2 ZPs) and 

(vii) 181 days and above (1 ZP) 
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by 113 TPs3 ranged from 4 days to 222 days.  Four ZPs and 29 TPs had not 

submitted the annual accounts (February 2017). 

2.2.1.1 Deficiencies in Zilla Panchayat and Taluk Panchayat accounts 

The deficiencies noticed in the accounts of ZPs and TPs during 2015-16 have 

been detailed below: 

 The State Government withdrew (October 2006 and June 2007) the Letter 

of Credit (LOC) system in Forest Divisions and Panchayat Raj 

Engineering Divisions (PREDs).  Consequently, both the divisions had 

stopped issuing cheques.  However, the annual accounts of 17 ZPs for the 

year 2015-16 reflected huge balances relating to earlier period as detailed 

in Appendix 2.1.  This indicated that the ZPs had not reconciled the 

encashed cheques with treasuries, resulting in incorrect reporting of 

expenditure. 

 The State Government dispensed with (September 2004) the operation of 

TP and GP suspense accounts by the ZPs.  However, 13 ZPs had not taken 

any action to clear the suspense accounts.  The balances outstanding as at 

the end of March 2016 have been detailed in Appendix 2.2. 

 The treasuries had written back in 2015-16 the unspent balances of ZPs 

pertaining to the years 2013-14 and 2014-15 and TPs for the year 2013-14 

amounting to `408.96 crore and `10.15 crore respectively under Fund-II4 

account of ZP to the Government account.  However, 19 ZPs had not 

adjusted the written back amount of `326.79 crore in their annual accounts 

of 2015-16 resulting in overstatement of balances. 

 The State Government had withdrawn an amount of `797.52 crore from 

the TP Fund account out of the grants released to the TPs during the year 

2014-15.  In respect of 169 TPs which have forwarded the accounts, the 

withdrawal amounted to `770.23 crore.  We noticed that 10 TPs have not 

reduced the withdrawn amount of `48.14 crore from their annual accounts, 

resulting in overstatement of receipts and also the closing balances to that 

extent. 

 In respect of 21 TPs, the receipt and expenditure in the annual accounts 

has been exhibited in accordance with the Fund Account transactions at 

the Treasury which included the withdrawn and the surrendered Fund 

amount.  This resulted in overstating of transactions by `104.93 crore in 

respect of these TPs. 

 

                                                           
3    Delays by TPs: (i) less than 30 days (36 TPs), (ii) 31-60 days (14 TPs), (iii) 61-90 days (20 

TPs), (iv) 91-120 days (8 TPs), (v) 121-150 days (14 TPs), (vi) 151-180 days (9 TPs) and 

(vii) 181 days and above (12 TPs) 
4   ZP Fund-II account relates to the State grants and unspent balances under this account 

should be written back to the Government account at the end of each financial year as per 

Government Order dated 8.9.2004. 
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2.3 Non-remittance of cess amount 

The GPs were required to collect various Cesses such as Health, Education, 

Library and Beggary at 15 per cent, 10 per cent, 6 per cent and 3 per cent 

respectively, on the amount of tax collected on land and buildings. They were 

to remit them to the authorities5 concerned within the time frame prescribed by 

the State Government after retaining 10 per cent of the Cess amount collected 

as collection charges. 

In 71 GPs of the six test-checked TPs, `3.61 crore (excluding collection 

charges) collected towards various Cesses during the period 2011-12 to 2015-

16 was retained by the GPs without remitting it to the authorities concerned, 

resulting in irregular retention of Cess revenue.  

2.4 Thirteenth Finance Commission grants  

2.4.1 Huge unspent balances lying in Panchayat Raj Institutions 

accounts 

The funds released under TFC were to be utilised as per the prescribed 

guidelines based on the approved action plans prepared by the PRIs.  We 

noticed huge unspent balances of TFC grants amounting to `125.90 crore 

(`37.91 crore (ZPs) + `82.70 crore (TPs) + `5.29 crore (GPs)) lying in the 

bank accounts of the ZPs, TPs and test-checked GPs as at the end of March 

2016 even after completion of the TFC period (2010-11 to 2014-15).  This 

indicates the failure of PRIs to utilise the grant released to them within the 

TFC period. 

2.4.2 Irregularities in utilisation of grants 

The State Government issued (June 2013) guidelines for utilisation of TFC 

grants which stipulated various works/activities that could be taken up with 

TFC grants. Scrutiny of records in test-checked TPs revealed the following 

discrepancies. 

a) Utilisation of funds of `32.16 lakh on ineligible works  

Six test-checked TPs utilised an amount of `32.16 lakh for purchase of 

vehicle, repair works of TP Executive Officer/staff residential quarters, 

TP Office, President/Vice President chambers, etc., which were not 

admissible under the guidelines. 

b) Release of funds of `9.37 lakh to an aided educational institution 

for building construction/repairs 

TP, Kumta released an amount of `9.37 lakh to Janatha Vidyalaya, an 

aided school under the management of Canara Welfare Trust for 

                                                           
5    Health Cess - Health Department, Education Cess – Education Department,  

Beggary Cess- Directorate of Beggary and Library Cess- Department of Libraries 
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construction and improvement to the school buildings during the years 

2013-14 and 2014-15, which was not permitted under the guidelines.  

2.5 Fourteenth Finance Commission Grants 

The Fourteenth Finance Commission (FFC) allocated grants of `8,359.79 

crore towards basic grants for GPs of the State for the period 2015-16 to 2019-

20 and `928.87 crore towards performance grants for the period 2016-17 to 

2019-20.  The grants for each year were to be released by GoI in two 

instalments (June and October) every fiscal year.  The release of second 

instalment was subject to receipt of Utilisation Certificate (UC) for the first 

instalment. 

2.5.1 Short release of grants 

The allocation of basic grant to the GPs in the State for the year 2015-16 was 

`1,002.85 crore.  As against this, the State received `972.36 crore (`501.43 

crore as first instalment (July 2015) and `470.93 crore as second instalment 

(March 2016)).  The second instalment was released by GoI on the last day of 

the financial year i.e., 31 March 2016 and the release order stated that the 

grants were released on ‘pro-rata basis on the basis of information provided by 

the State Government’.  Thus there was a short release of central grants of 

`30.49 crore for the year 2015-16. 

2.5.2 Transfer of grants from State Government to Gram Panchayats 

2.5.2.1 Delay in transfer of grants and short payment of interest  

The FFC guidelines stipulated that the funds should be transferred to the 

accounts of GPs within 15 days from the date of receipt of grant from GoI, 

failing which the State Government would be liable to release the instalment 

with interest at the Reserve Bank of India (RBI) rate for the delayed period.  

We observed that the State Government transferred the first instalment of 

grants, received on 29 July 2015, in three spells with delays ranging from 21 

to 192 days excluding the prescribed time limit. The second instalment 

received on 31 March 2016 was transferred with delays ranging from 12 to 46 

days. Consequently, the State Government paid (March 2016) an interest of 

`1.43 crore to the GPs for the belated release of first instalment and the 

interest for the belated release of second instalment was not paid so far. The 

interest paid, which was clearly avoidable, was also found to be short paid by 

`5.15 crore as detailed in Table 2.1. 
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Table 2.1: Details of delay in transfer of grants and short payment of interest 

                    (` in crore) 

Instalment 

Grant 

received 

from 

GoI 

Date of 

receipt 

from GoI 

Grants 

transferred 

to GPs 

Date of 

transfer to 

GPs 

No. of 

days of 

delay 

Interest 

to be 

paid* 

Interest 

paid 

Balance 

to be 

paid 

First 501.43 29.07.2015 

354.80 
02.09.2015 to 

14.09.2015 
21 to 33 1.35 0.57 0.78 

116.59 09.02.2016 181 3.32 0.00 3.32 

20.89 
29.01.2016 

and 20.2.2016 

170 to 

192 
0.57 0.62 -0.05 

  7.09 NF NF NF 0.24 -0.24 

Total   499.37   5.24 1.43 3.81 

Second 470.93 31.03.2016 

117.72 27.04.2016 12 0.23 0.00 0.23 

336.21 
03.05.2016 to 

31.05.2016 
18 to 46 1.11 0.00 1.11 

Total   453.93   1.34 0.00 1.34 

Grand 

Total 
972.36 

 
953.30   6.58 1.43 5.15 

   Source: Information provided by Rural Development and Panchayat Raj Department 

(RDPR) and bank pass sheets 

* Interest calculated at the prevailing reverse repo rate on the date/s of transfer of funds.  The 

Department/State Government needs to ascertain the actual date of credit of funds from GPs 

and calculate the exact amount of interest to be released. 

It can also be seen from the above table that the State Government transferred 

an amount of `953.30 crore to the GPs against the actual receipt of `972.36 

crore.  The reasons for non-release of the balance of `19.06 crore was not 

forthcoming from the records made available to audit. 

Further, the interest was to be paid on the actual amount released to each GP.  

We, however, observed that the State Government directed (March 2016) the 

ZPs to release interest of `2,305 to each GP irrespective of the amounts 

actually released, which was incorrect. 

2.5.2.2 Transfer of grants to Zilla Panchayats 

The FFC guidelines envisaged transfer of grants directly to the GPs by the 

State Government.  In contravention of these directions, the State Government 

released third spell of first instalment grants of `7.09 crore and interest of 

`1.43 crore to ZPs for onward release to GPs.  The transfer of amounts from 

ZPs to GPs was however not made available to audit, in the absence of which, 

the actual amount of interest due to GPs could not be worked out in audit. 

2.5.3 Submission of Utilisation Certificates to Government of India 

The State Government furnished the UCs for the first and second instalments 

of basic grants for the year 2015-16 on 14 March 2016 and 25 May 2016 

respectively.  We observed that the UCs submitted were incorrect as stated 

below: 

(i) The first instalment of grant of `501.43 crore was received by the State 

Government on 29 July 2015 as per the credit confirmation slip issued 

by the Finance Department.  However, the date of receipt of grants was 

indicated in the UC as 5 August 2015. 
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(ii) The transfer of second spell of grants of `21.27 crore was indicated in 

the UC as 9 December 2015 whereas the actual transfer occurred on 29 

January 2016. 

(iii) The UC for the second instalment indicates that the transfer of grants 

took place on 31 March 2016 i.e. the date on which the grants were 

received.  However, the amount was credited to the bank account of 

the department only on 15 April 2016 and subsequently this was 

transferred to the GPs on 5 May 2016.  

(iv) The UCs indicated that the entire grants received from GoI was 

transferred though an amount of `19.06 crore was yet to be transferred. 

Thus, the above indicates that the report of the State Government to GoI 

regarding the utilisation of grants received under the FFC was incorrect. 

2.5.4 Pooling of funds 

The State Government was operating a bank account at State Bank of Mysore, 

G-Seva Branch, for receipt and transfer of grants received under the TFC.  The 

account had substantial balances that included grants remaining not transferred 

to PRIs as well as interest earned.  We observed that the funds pertaining to 

State Finance Commission (SFC) and the grants received under the FFC were 

also operated through this account.  Consequently, the department was 

required to ensure proper reconciliation of receipt and expenditure of funds 

received from these different sources.  However, the same had not been done.  

In the absence of reconciliation, we could not ensure the correctness of 

transfers of funds under FFC and the actual quantum of funds pertaining to 

FFC remaining in the account.  The absence of reconciliation would also 

impact proper accounting/reporting of ‘interest earned’ on TFC, FFC and SFC 

grants. 

2.6 Other issues 

2.6.1 Non-withdrawal of unspent amount  

The State Government vide Order dated 8 September 2004 had split the ZP 

and TP funds into three categories viz., Fund-I (Funds related to Centrally 

Sponsored Schemes (CSS) and State share of CSS), Fund-II (State grants) and 

Fund-III (Own funds), and directed treasuries to write back the unspent 

amount available at the end of the financial year in Fund-II account to 

Government account after reconciliation.  The treasuries, however, did not 

write back the unspent balance of `1,312.74 crore outstanding under Fund-II 

accounts of ZP (`523.70 crore) and TP (`789.04 crore) for the year 2015-16.  

2.6.2 Retention/locking of funds  

a) An amount of `243.93 crore pertaining to various closed/inactive 

schemes for the last one to five years was lying unspent in non-

operative bank accounts of 24 ZPs as on 31 March 2016.  The ZPs had, 

however, not taken any action to refund such unspent amounts to the 
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Government, resulting in locking up of Government funds to the extent 

of `243.93 crore. 

b) The main account of ZP, Davanagere (A/c No. 54042043217, State 

Bank of Mysore) was credited (March and April 2012) with an amount 

of `68.63 lakh (four transactions) through RTGS.  The purpose for 

which these amounts were transferred was not communicated to the ZP 

either by GoI or State Government despite repeated correspondence 

with the Ministry of Rural Development at the Centre and RDPR at the 

State.  Hence, the ZP could not utilise the grants.  The same continued 

to remain in the savings bank account resulting in non-utilisation and 

consequent locking of Government grants for over four years.   

c) The main account of ZP, Chitradurga (A/c no. 54044357460, State 

Bank of Mysore) included unspent balance of `108.04 lakh as at the 

end of March 2016 pertaining to schemes/departments such as Namma 

Bhoomi Namma Thota, Social Welfare Department etc. The ZP 

remitted (July 2016) an amount of `38.62 lakh to the Government 

account.  The balance of `69.42 lakh continued to be retained by the 

ZP as of November 2016. 

2.7 Conclusion 

The annual accounts of ZPs and TPs were submitted after due dates.  The 

balances under suspense heads of accounts were not reconciled.  The GPs had 

irregularly retained the Cess amount collected without remitting it to 

authorities concerned.  There were irregularities in utilisation of TFC grants.  

The interest paid to GPs for the delay in release of FFC grants was short by 

`5.15 crore. The State Government had not written back unspent balances 

under ZP and TP funds.  Unspent amounts of scheme funds were locked up in 

non-operative bank accounts. 
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Chapter III - Results of audit 

Section ‘A’ – Performance Audit 

Department of Rural Development and Panchayat Raj  

3.1 Implementation of National Rural Drinking Water 

Programme 

Executive Summary 

The National Rural Drinking Water Programme (NRDWP) aims to provide 

every rural person with adequate quantity of safe water for drinking, cooking 

and other domestic basic needs on a sustainable basis while also adopting a 

decentralised approach involving Panchayat Raj Institutions and community 

organisations.  This basic requirement should meet minimum water quality 

standards and be readily and conveniently accessible at all times and in all 

situations. 

The implementation of NRDWP for the period 2012-13 to 2015-16 was 

reviewed through a performance audit during April to September 2016.  We 

observed that implementation of the programme had various shortcomings. 

Due to non-establishment of required institutions and deficiencies in those 

constituted, the envisaged institutional support at various levels was not 

adequately forthcoming.  Projects remained incomplete due to their being 

taken up without ensuring the sustainability of the water source and 

availability of land, etc.  Against the target of providing 55 litres per capita per 

day of water to 50 per cent of the rural population, the State Government 

could achieve provision to only 14 per cent of the rural population. 

Though the achievement of the State in respect of improvement in quality of 

water in affected habitations was appreciable, the number of habitations that 

slipped back increased.  Also, besides some ineligible works being taken up 

under the sustainability component, the maintenance of sustainability 

structures was also deficient. 

Water Testing Laboratories were not established in 76 out of 176 taluks in the 

State.  The functioning of the taluk and district laboratories were deficient as 

the tests for all envisaged parameters were not being conducted.  There were 

also irregularities in the tender process regarding the selection of firms for 

establishing the laboratories.  Moreover, only 62 per cent of the water 

purification units were commissioned in the State. 

Weak financial management resulted in the operation of many unauthorised 

accounts.  Funds were parked in various bank accounts and transactions made 

without proper authorisation.  Due to absence of proper reconciliation there 

were variations between the figures uploaded in the Integrated Management 

Information System, financial statements prepared by the Chartered 

Accountants and Utilisation Certificates submitted to Government of India, 

resulting in incorrect reporting to Government of India.  The State 

Government stated (February 2017) that a Committee formed by the 

Government to look into the opening and operation of all these accounts has 

submitted a report and action is being initiated by the department for detailed 

reconciliation. 
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The department also failed in monitoring the requirement of transferring 

unutilised funds by the Zilla Panchayats back to the Government, which 

resulted in retention of huge funds by them.  Two of the test-checked ZPs 

(Dakshina Kannada and Kolar) did not exhibit the details of five bank 

accounts that had a balance of `207.41 lakh as at the end of March 2016 in 

their annual accounts resulting in concealment of facts and submission of 

incorrect accounts to the Accountant General and higher authorities. 

Monitoring and evaluation were not adequate as the Monitoring Cell and 

Investigation Unit was yet to be set up.  None of the six monthly social audits 

had been done.  The evaluation of the implementation of the programme 

through external agencies, which would enable remedial action on its 

shortcomings, was also yet to be conducted. 

3.1.1 Introduction 

The Government of India (GoI) launched the Accelerated Rural Water Supply 

Programme (ARWSP) in the year 1972-73 and renamed it as the National 

Rural Drinking Water Programme (NRDWP) in 2009.  NRDWP visualised 

safe and adequate water for drinking, cooking and other domestic needs, for 

all and at all times, in rural India.  NRDWP lays major emphasis on ensuring 

sustainability of water availability in terms of potability, adequacy, and equity 

while also adopting a decentralised approach involving Panchayat Raj 

Institutions (PRIs) and community organisations. Adequate flexibility is 

afforded to the States/Union Territories (UTs) to incorporate the principles of 

decentralised, demand driven, area specific strategy taking into account all 

aspects of the sustainability of the source, system, finance and management of 

the drinking water. 

Components of NRDWP:  There are six components under NRDWP. The 

extent of allocation of the total funds to each component and the sharing 

pattern of funds between GoI and Government of Karnataka (GoK) is 

indicated in Chart 3.1 below: 

Chart 3.1: Component-wise allocation and sharing pattern (GoI:GoK) 

under NRDWP 
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3.1.2 Organisational set up 

The Rural Drinking Water and Sanitation (RDWS)6 Department (department) 

at the State level is the nodal department from 2014-15 for implementation of 

NRDWP. The Karnataka Rural Water Supply and Sanitation Agency 

(KRWSSA) established during August 2001 was identified (September 2009) 

as the State Water and Sanitation Mission (SWSM) in the State.  The SWSM 

is headed by the Additional Chief Secretary (ACS), Rural Development and 

Panchayat Raj (RDPR) who is responsible for providing policy guidance and 

overall implementation of the programme in coordination with other 

departments.  At the district level, the District Water and Sanitation Mission 

(DWSM) headed by the Chairman of the Zilla Panchayat (ZP) is responsible 

for formulation, management and monitoring of projects and progress on 

drinking water security in rural areas.  Block Resource Centre (BRC) and 

Village Water and Sanitation Committee (VWSC) are responsible for 

providing support in terms of awareness generation, motivation, mobilisation, 

implementation and supervision of the programme. 

3.1.3 Audit objectives 

The objective of the performance audit was to ascertain whether the rural 

population has access to safe and adequate drinking water.  In this regard we 

sought to assess whether: 

(i) the institutional mechanism and planning for implementation of the 

programme were adequate, comprehensive and effective. 

(ii) the programme was implemented on the lines of its stated objectives. 

(iii) the funds provided under the programme were utilised properly. 

(iv) there was an effective inbuilt mechanism in place for monitoring and 

evaluation of the programme. 

3.1.4 Audit criteria 

The performance audit findings were benchmarked against the following: 

 Guidelines for NRDWP – 2013. 

 Karnataka Public Works Accounts (KPWA) Code, Karnataka Public 

Works Departmental (KPWD) Code, Karnataka Financial Code (KFC) 

and Karnataka Transparency in Public Procurements (KTPP) Act/Rules. 

 State Government orders, notifications, circulars and instructions issued 

from time to time. 

 Integrated Management Information System of Ministry of Drinking 

Water and Sanitation (MDWS) (referred to as IMIS henceforth) hosted 

on the website (www.indiawater.gov.in). 
                                                           
6    Till 2013-14, Department of Rural Development and Panchayat Raj (RDPR) was the nodal 

department. A separate department was created during March 2014 for effective 

implementation and efficient monitoring of water supply schemes which were being 

implemented by RDPR. 
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3.1.5 Audit scope and methodology 

The performance audit on implementation of NRDWP was conducted during 

April to September 2016 covering the period from 2012-13 to 2015-16 (in 

tune with the Twelfth Five Year Plan) through a test-check of records of the 

Commissioner, RDWS department and RDWS divisions in eight districts7.  

Probability proportional to size without replacement method was adopted for 

selection of the sample with total expenditure (2012-13 to 2015-16) as size 

measure.  Joint physical verifications were carried out along with the 

department’s officials.  An entry conference was held on 1 April 2016 in 

which the audit objectives, scope and methodology were discussed.  An exit 

conference was held on 10 February 2017 in which the audit findings were 

discussed. 

Audit findings 

3.1.6 Institutional mechanism 

The NRDWP guidelines required establishment of institutions at State, ZP 

(district), Block and Village level for overseeing the implementation of the 

programme.  The functioning of the institutional mechanisms in the State was 

deficient as detailed below: 

 SWSM was to consist of 10 members including the Secretaries of the 

Departments of Education and Women and Child Development.  The 

KRWSSA, the designated SWSM, did not include them as its members.  

This resulted in lack of convergence with other schemes/programmes. 

Further, the guidelines stipulated that the Secretary in-charge of Rural 

Water Supply (RWS) will be the nodal Secretary for all SWSM activities 

and be responsible for convening the meetings.  We observed that the 

SWSM did not conduct any meetings during 2012-13 to 2015-16. 

 Source Finding Committee (SFC) responsible for clearing the 

works/projects before approval by the State Level Scheme Sanctioning 

Committee (SLSSC) was not constituted in the State.  

 Water and Sanitation Support Organisation (WSSO) established in 

November 2013 headed by a Director was responsible for Information, 

Education and Communication (IEC), Human Resources Development 

(HRD) and other support to SWSM besides assisting in preparation of 

water security plans at all levels.  However, the WSSO had not taken up 

any evaluation studies, development of IEC and HRD modules, 

Geographical Information System (GIS) mapping, etc. 

 DWSMs were constituted only in two8 of the eight test-checked districts 

up to the end of 2015-16 but were not involved in formulation and 

approval of the activities under the programme. 

                                                           
7    Dakshina Kannada, Haveri, Kalaburagi, Kolar, Mysuru, Raichur, Shivamogga and 

Vijayapura 
8    Dakshina Kannada (2013-14) and Vijayapura (2014-15) 
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 BRC which was to serve as an extended arm of DWSM and act as a link 

between DWSM and VWSCs was not constituted in any of the taluks in 

the eight test-checked districts, up to the end of 2015-16. 

 VWSCs which were responsible for planning, designing and 

implementing all village drinking water and sanitation activities etc., 

though formed in the many of the GPs of test-checked districts were not 

involved in the process of formulation of activities under the programme.  

Also, the village level workers of VWSC had not conducted the 

household survey and sanitary inspections of drinking water sources as 

required under the guidelines. 

The State Government replied (February 2017) that action would be taken to 

conduct SWSM meetings regularly, constitute SFC, conduct all activities by 

WSSO as per guidelines and that directions have been issued to all district 

authorities for constituting DWSM. 

Recommendation-1: The State Government should ensure that the required 

Committees are established and the existing institutions strengthened as 

envisaged, for effective implementation of the programme. 

3.1.7 Planning 

3.1.7.1 Absence of State Sector Policy Framework 

The State had not prepared a State Sector Policy Framework on the lines of 

National Policy Framework, as required under the guidelines, and the 

programme was implemented in the absence of the policy framework.   

The State Government stated (February 2017) that action would be taken to 

prepare the State Sector Policy Framework. 

3.1.7.2 Absence of Water Security Plans at all levels of implementation 

The NRDWP guidelines stipulate preparation of the Village Water Security 

Plan (VWSP) by the village community with the help of Non-Government 

Organisations (NGOs).  These VWSPs had to be analysed and consolidated by 

the DWSM and District Water Security Plans (DWSPs) prepared for 

implementation.  The VWSPs were not prepared by any of the Gram 

Panchayats (GPs) in the test-checked districts except Mulbagal9 Taluk of 

Kolar district.  In the absence of VWSPs, the DWSPs were not prepared in any 

of the test-checked districts. 

Further, as per the guidelines, the State was also required to prepare a five year 

Comprehensive Water Security Action plan (CWSAP) which would form the 

basis for creation of Annual Action Plans (AAPs).  It was observed that 

CWSAP was not prepared by the State. 

                                                           
9    VWSP was prepared (2014-15) for GPs in Mulbagal Taluk as a pilot project by GoI. 
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The State Government stated (February 2017) that action would be taken to 

prepare VWSPs in all the GPs.  The reply was, however, silent on the 

preparation of the CWSAP. 

3.1.7.3 Annual Action Plans 

The main objective of the AAP is to provide a definite direction to the 

programme, and ensure regular monitoring of the progress made towards the 

goal of achieving drinking water security to every rural household.  The AAPs 

prepared in the absence of CWSAP were deficient and lacked an integrated 

approach in addressing the rural water security issues as detailed below: 

(i) The IMIS provided for updation of data regarding population, Water 

Supply Scheme (WSS) provided and per capita supply, groundwater 

level, quality of water, etc., for each habitation10, in the Yearly Data 

Updation (YDU) module.  The YDU was the basis for sanction/selection 

of works under NRDWP to any habitation.   

During verification of records at field level, it was stated (May-June 

2016) by the Executive Engineers (EEs) that action plans were prepared 

based on the basic information entered by the field engineers of the 

department in the YDU.  However, we observed that such basic 

information was not documented in any of the test-checked divisions.  

Hence, we could not ensure the correctness and authenticity of the 

details/data uploaded on to IMIS in relation to water supply 

status/facilities at the grass root level.      

(ii) While preparing AAPs, completion of incomplete works had to be given 

priority over new works and it had to be ensured that the works taken up 

were completed as per schedule to prevent cost escalation, non-utilisation 

of assets created, etc.  The status of ongoing, new and completed projects 

in the State as per the IMIS reports during the period 2012-13 to 2015-16 

is indicated in Table 3.1. 

Table 3.1: Status of ongoing, new and completed projects in the State 

Period 
Ongoing 

(Spillover) 

New 

works 
Total 

Number of 

completed 

works 

Works that 

remained incomplete 

at the end of the year 

1 2 3 4 5 6 

2012-13 10,289 54,457 64,746 26,975 37,771 

2013-14 19,560 59,051 78,611 38,627 39,984 

2014-15 33,425 43,739 77,164 35,051 42,113 

2015-16 42,144 21,933 64,077 41,165 22,912 

Source: IMIS Reports 

It can be seen from the above table that all the works which remained 

incomplete at the end of the year (column 6) were not carried forward 

(except 2015-16) as ongoing (spillover) works during the subsequent 

years (Column 2).  On the department being asked to explain the 

discrepancies, the Chief Engineer, RDWS department (CE) attributed 

                                                           
10   Habitation is a term used to define a group of families living in proximity to each other, 

within a village. 
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(2012-13) of audit period, with stipulated time period of 11 months for 

completion, were still incomplete thereby depriving the intended benefits to 

the target groups. 

Audit findings on the implementation of test-checked projects are brought out 

in the subsequent paragraphs: 

3.1.8.2 Unfruitful expenditure on MVS to Kudla and four other villages 

The MVS for providing drinking water to Kudla and four other villages of 

Haveri district was sanctioned (2010-11) at an estimated cost of `4.50 crore.  

As the identified source, River Varada was not perennial, the project 

envisaged impounding water through an existing surface tank situated at 

Naregal village for supply during summer.  The impounding reservoir (IR) 

was proposed to be constructed by separating out (bifurcating) the existing 

surface tank. The work12 was entrusted (March 2011) to a contractor for `4.41 

crore. The contractor completed (August 2015) all of the works except for the 

works relating to IR and an amount of `3.07 crore was paid. 

We observed that the President of Naregal GP had addressed (April 2011) the 

Assistant Executive Engineer (AEE), Panchayat Raj Engineering Division 

(PRED) Hanagal regarding the flow of sewage/waste water from Naregal 

village into the proposed tank and had objected to the use of the tank for the 

WSS.  Despite this, the project was taken up with a provision to delineate 

water for irrigation and water supply through an intermediary structure which 

was not executed till date (November 2016).  Consequently, the project 

remained non-functional.  The proposal submitted by the Superintending 

Engineer (December 2013) to the CE for construction of new IR was also not 

accepted and the CE instructed (December 2015) to treat the work as closed 

without the IR.  He further instructed to include the construction of new IR in 

the subsequent years’ action plan.  The joint physical verification (June 2016) 

of the project showed that there was no further progress in the work, thus 

rendering the expenditure of `3.07 crore unfruitful. 

The State Government stated (February 2017) that it has proposed to construct 

a separate tank for this WSS now. 

3.1.8.3 Projects taken up without ensuring availability of resources 

(a) Project taken up without definite water source 

MVS for Sangabettu and 65 other villages in Bantwal taluk of 

Dakshina Kannada district - The work estimated to cost `29.01 crore 

was taken up (January 2015) with River Phalguni as the source.  The 

tapping point was a vented dam constructed earlier by Karnataka Urban 

Water Supply & Drainage Board (Board) at Pachemogaru for water supply 

to Moodabidri town.  The department had not obtained the required 

permission from the Board for drawing water from their dam site.  Further, 

                                                           
12   The work involved construction of jack well, intake well, intake pipe at source, raw water 

raising  main, water treatment plant, construction of IR at Naregal tank, waste weir at IR, 

construction of jack well/pump house at IR etc. 
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there were private hydro-electricity generation plants both upstream and 

downstream of the proposed tapping point that was not considered in the 

Detailed Project Report (DPR).  No agreement/written commitment for 

ensuring sufficiency of water to the WSS was entered into with the private 

power generation plants.  Hence, the flow of water in the river in the 

concerned segment and the availability throughout the year was in control 

of these private agencies.  The inspection note of Superintending Engineer, 

RDWS Circle, Mysuru (February 2015) also expressed concern over 

sufficiency of water.  Also no alternate arrangement had been proposed for 

summer season when the river dries up.  The work stipulated for 

completion by December 2015 was still in progress (May 2016). 

(b) Projects taken up without ensuring availability of land 

As per the provisions of KPWD Code, no work should be entrusted for 

execution without ensuring the availability of the entire land required for the 

work.  However, we observed in respect of projects described below that (i) 

projects were taken up without ensuring the availability of land resulting in 

delay in completion of the projects and (ii) part of the projects were executed 

on private land, the possession of which was not taken over by the department 

and hence, was fraught with the risk of legal disputes.   

 WSS to Tamba and nine other villages in Indi taluk and WSS to 

Goranal and four other villages in Indi taluk - Though DPRs clearly 

mentioned about the requirement of land, works were entrusted without 

transfer/acquisition of land for construction of IR.  The work of IR was yet 

to be completed (Tamba) and IR was stated (June 2016) to be completed 

(Goranal).  The Water Treatment Plant (WTP), in both the projects, was 

constructed on private lands, the formal possessions of which had not been 

taken over by the department (February 2017). 

 WSS to Peerapur and 16 other villages in Muddebihal taluk - The 

work required acquisition of land for both IR and WTP.  Despite awarding 

the work for execution in February 2009, the land for IR was obtained only 

during October 2013.  We also observed that WTP was constructed on a 

private land without formal acquisition.  The work of construction of IR 

was yet to be completed (February 2017). 

 WSS to Hampapura and 22 other villages in KR Nagar taluk - The 

work was entrusted (November 2011) without acquiring the required land 

from Forest and Railway authorities for construction of WTP, jack well 

and laying of pipelines. The contractor stopped (July 2012) the work 

demanding cost escalation.  The CE rescinded (March 2015) the work 

without risk and cost after being served with legal notices from the 

contractor.  Permission from Forest Department was obtained only during 

November 2015.  The balance work was retendered and entrusted for 

`9.07 crore during January 2017.  The work is stated to be under progress 

(February 2017). 

 WSS to Kallur and 10 other villages in Manvi taluk - While preparing 

the estimate/DPR, 15 acres 36 guntas of Government land was identified 
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for construction of IR.  The work was entrusted (February 2009) to a 

contractor.  The CE, during his visit (December 2009), proposed for 

change of location of IR from the Government land to a private land 

located downstream of the source stating that the site identified in DPR 

was not suitable for IR.  The private land had not been formally acquired 

even as of May 2016, though compensation of `0.94 crore was deposited 

(August 2014) with the Deputy Commissioner towards land acquisition. 

However, the work of IR was commenced on the private land without 

formal acquisition and was yet to be completed (February 2017). 

 WSS to IK Babalad and four other villages in Kalaburagi taluk – The 

work was entrusted to the contractor in November 2013.  However, the 

land for WTP was acquired only during January 2016 and the work was 

yet to be completed (February 2017). 

 WSS to Kallur and seven other villages in Afzalpur taluk - The DPR 

does not mention about the availability of land for the work.  We 

observed that private land was obtained on consent basis for the 

construction of jack well and WTP without any formal acquisition of the 

same.  The work of WTP could not be taken up as the required land was 

not made available and hence it was proposed (February 2016) to install 

Lamella Clarifier Platform13 and chlorinator room.  The work was yet to 

be completed (February 2017). 

Recommendation-3: The State Government should ensure availability and 

reliability of the water source and availability of land before according 

project approvals so as to prevent undue delay in completion of the projects. 

3.1.8.4 Inordinate delay in completion of the projects 

(i) MVS for Salikyapur and nine other villages in Devadurga Taluk 

of Raichur district 

The MVS for Salikyapur and nine other villages in Devadurga taluk of 

Raichur district estimated to cost `2.17 crore was entrusted (August 2002) by 

the EE, PRED, Raichur to Karnataka Rural Infrastructure Development 

Limited (KRIDL) with a stipulation to complete the work within 18 months 

and an amount of `1.92 crore was released till December 2007.  The work was 

hampered and could not be completed due to land disputes.  Scrutiny of the 

records showed that the estimate for the project was revised to `7.77 crore and 

approved (February 2013) by the State Government. Consequent on the 

revision of the estimate, an amount of `4.24 crore was released during March 

2013.  The ACS, RDPR directed (August 2014) the KRIDL to complete the 

work by December 2014.  Despite the non-completion of the work, the 

balance of `1.61 crore was released during March 2015.  KRIDL had incurred 

an amount of `4.89 crore on the work till May 2016 and the project was yet to 

be completed despite the upward revision of estimate by `5.60 crore, and 

delay of over 12 years. 

                                                           
13   Lamella Clarifier Platform is a type of settler designed to remove particulates from water. 
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The State Government stated (February 2017) that the matter will be taken up 

with KRIDL to complete the work within this year.  The reply is, however, 

silent on the reasons for the delay in completion of the work. 

(ii) MVS for Kinnigoli and 17 other villages in Mangaluru taluk of 

Dakshina Kannada district  

The MVS for Kinnigoli and 17 other villages in Mangaluru taluk of Dakshina 

Kannada district estimated to cost `16.80 crore was entrusted (June 2010) by 

EE, PRED, Dakshina Kannada to a contractor with a stipulation to complete 

the work within 11 months.  The progress of the project was behind the 

prescribed schedule.  The EE issued (October 2012 to May 2014) notices to 

the contractor.  As the contractor did not respond to any of the notices, the 

contract was rescinded (July 2014) by the CE at the risk and cost of the 

contractor by which time payment of `9.56 crore had been made to the 

contractor.  Subsequently, based on the request of the contractor to reconsider 

rescinding of the contract, the CE cancelled (10 April 2015) his earlier order 

and extended the time limit up to April 2015 to complete the balance work.  

The project, however, remained incomplete. 

The State Government stated (February 2017) that the contractor defaulted 

even after the extension of time and that action is being taken to blacklist the 

contractor.  No reply was furnished regarding the action proposed to be taken 

for early completion of the project. 

3.1.9 Status of rural water supply 

The Twelfth Five Year Plan envisaged a paradigm shift with emphasis on 

piped water supply with the goal of providing at least 50 per cent of the rural 

population with at least 55 litres per capita per day (lpcd) within the household 

premises or at a horizontal or vertical distance of not more than 100 metres 

from their household without barriers of social or financial discrimination by 

2017. 

We observed from the analysis of the information available on IMIS that while 

96 per cent of the rural population in the State was provided with piped water 

as at the end of March 2016, the stipulated quantity of 55 lpcd of water could 

be provided to only 14 per cent of the rural population.  The position in the 

test-checked districts was 96 per cent and 15 per cent respectively.  However, 

in the absence of any physical records in the test-checked offices, we could not 

verify the stated achievement of the test-checked districts/State. 

3.1.9.1 Individual household connection 

The NRDWP guidelines envisaged providing piped water supply to at least 35 

per cent of the households through individual connections by the year 2017.  

We observed from the IMIS that the achievement of the State was 37 per cent 

as of February 2017 (30.41 lakh households against 82.09 lakh households). 

The status of achievement in the test-checked districts ranged between 23 per 

cent (Kalaburagi) and 50 per cent (Dakshina Kannada).  However, there were 
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discrepancies in adoption of the total number of households provided with 

individual connection at the end of the year during the subsequent years as 

opening balance, thus rendering the accuracy of the information uploaded in 

the IMIS as doubtful.  The status of households provided with individual 

connections is indicated in Appendix 3.1.  

The State Government stated (February 2017) that steps would be taken to 

instruct the district authorities to verify and update actual data in IMIS and 

whenever, there is shortfall in progress, special drives will be taken up to 

provide individual household connections. 

3.1.9.2 Prioritisation of habitations   

As per the NRDWP guidelines, during planning, priority is to be accorded to 

habitations with lower coverage i.e. where the coverage of population with 

water supply within the habitations was only 0-25 per cent and 25-50 per cent, 

and quality affected habitations14. 

The status of habitations in the State with drinking water supply during the 

period 2012-13 to 2015-16 is indicated in Table 3.2. 

Table 3.2: Status of rural habitations in the State with drinking water supply 

Source: IMIS 

As apparent from the above, the number of habitations with 0-25 and 25-50 

per cent population coverage increased from 36 per cent to 41 per cent over a 

period of four years (2012-13 to 2015-16), indicating slow progress in 

supplying water to these habitations.  The steep fall in 50-75 per cent category 

(6,691) is not explained fully by the rise in numbers in 75-100 per cent (2,058) 

and 100 per cent categories (2,617) indicating that the rest of the habitations 

(2,016) might have slipped back to the lower categories.  We also observed 19 

per cent increase in habitations with 0-25 and 25-50 per cent population 

coverage in four out of eight test-checked districts as indicated in Appendix 

3.2. 

                                                           
14   Habitations where water is chemically contaminated by fluoride, arsenic, iron, etc., are 

called as quality affected habitations. 
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