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INTRODUCTION

I, the Chaitman, Commitee on Public Accounts, baving been authorised
by the Committee to present thizs Report on their behalf, present the Second
Repott on Paragraph relating to Local Administration Departoent contained in
the Report of the Cumi;rtuller and Auditor General of India for the years ended
35t March 1998 No.3 {civil), 31st March 1999 No.3 (civil), 31st March 2000 (civl)
and 3ist March 2001 {civil).

The Repart of the Comptraller and Auditor General of India for the years
ended 31st March 1998 Mo 3 {civil), 31st March 1999 No.3 (civil), 315t March
2000 (civil} and 315t March 2001 (civil) were laid on the Table of the Housc on
April 13, 1999, March 31, 2000, July 2, 2001 and March 15, 2002 respectively.

The Committee considered and finalised this report at the meeting held on
30th Avgust, 2006.

The Commitice place on record their appreciation of the assistance
rendered to them by the Accountant General in the examination of the dudit
Beport,

ARTADAN MUHAMMED,
Thiruvananthapuram,

26ih Scptember, 2006, . Chairman
Committes o Public Accounis,




REFORT
LOCAL ADMIMNISTEATION DEPARTMENT-—PANCIIAYAT
AUDIT Paragrarn

Failare of the Scheme for providing emplayment to the rural people
througlh decentralised planning.

T generaie additional gainful employment in rural areas under agricotire
sector and create asscts that cowld provide benefits to the participant fanvers, a
scheme was sanctioned by Government in Augost 1989, The areas of activity
identified were 501l conservaticn @ad land development works, development of
imgation infrastucture, etc., which should be labour intensive, The works on the
above were to bk organised and executed by the local panchayats bascd on the
project reporls prepared by the Apriculture Department. During Lhe period
193990 to 1991-92, Bs. 4.40 crore was sanctioned under the scheme. The
Dircctor of Panchayats (DF) had drawn the amoynt and deposited it in a
Treasury SavingsBank Account in March 1990 (Rs. 1.50 croce), i March 1991
(Rs. 1.50 crore) and o March 1992 (Rs. e rore).

Thf;re was inordinate delay ranging from 10 to 62 months in dishbursement
of the amount by the DP 1o the local panchayats. According o the DP {March
1992) there were practical difficulties in ulilisation of funds based on the
guidelines issued by the Agriculure Department and the Iucal panchayats had
also expressed their inability 1o spend the amount.

A scrociny of the records in the Directoraie of Panchayats revealed that
during the period 1990-91 10 1996-97, the DP had spent Rs. 22 lakh including
Rs. 21.10 lakh for purchase of 10 jeeps, which was not envisaged in the scheme,
and disbursed Rs. 4.08 crore to the local panchayats.

Information aboul the utitisation of the funds released to the lacal
panchayats was not available with the DP and the details of employment
generated and the assets created could not be verified. The DP thus failed to
monitor the implementation of the scheme and achievement of the objectives of
the scheme could ool be asscssed.

The matter was referred 10 Government in Junc 1998; reply had oot been
received. (October 1998).

|Paragraph 3.16—contained in the Beport of the Compirelter and Auditor
General of India for the year ended 3151 March §993 Mo, 2 {Civil)].
FI2r2006.
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MNates received from Government are included in Appendiz T

|. The Commites wanted to kpow the reasons for the failure of the
scheme for providing employment to rural people in agnculture sector throngh
decentralised planning and for the delay in reteasing funds by the Dircclor of
Panchayats t0 local bedies. The Secrcrary, Local Self Government (Rural}
submitied that there were multiple reazons such as absence of effective
monitoring system, lack of proper idea on micro-tevel plasning for agneulture,
limited acceplance of wage etoployment programmes by the farmers in the State,
ubaitractive rate of government sebsidy, lack of co-ordination with the
Agriculure Depaniment, delay in issning cperational guidelines ete, for the
failure of the schema, He added that out of Ry 4.4 crores sanetioned for the
schéme, Rs4.38 crores had been distributed o the locsl bodies. Agriculiural
impietnents had been purchased for Rs. 1.22.87,000. Besides, ten jecps were also
purchased for the vse of DPOs, with the approval of the Government. Regarding
the details of expenditure incurred and unspent balance, the Secretary, Local Seilf
Crovernment intimated that since the entire unspent funds from the panchayats
had been credited to Government account in 2003, il was not possible to tracs
the delails. When enquired whether the Agriculture Department had prepared
project along with the guidelines, the witness replied in the nepaiive. He further
said that the projects had been prepared lacally by a Committee consisting of
President and beneficiarics of the Panchayat and he Agricultural Dfficer.

2. The Secratary, Local Self Government (Ruralj also elucidated that not
only in the instant case it also in many other cases the department had to face
many problems while implementing the schemes of other administrative
departments through panchayats. To lessen the hardship, he opined that, due
responsibility for the proper puidance dunng the implementation of a scheme
should be assigned to the coocerned administrative departments and the
effective monitoring and steeamlining of the various activities coming under that
scheme should alsa be entrsted to thar department.

3. The Committee observed that though the scheme was very ambiticns,
the drafting of the same had flawed in some way. Scheme implementation was
not followed by operational guidelinegs, Absolutely there was no monitoting
system.. Fund utilisztion was nol tracked either by the Agriculture or Panchayat
Departiment. The Committee while accepting the suggestions of the Secretary Bhat
the scheme implementation and monitoring should be done by the concerned
administrative departiment optned that the panchayat department should also take
some responstbility other than be 2 fund channelizing agency. -
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ConchsionsRecommendations

4.  The Committer finds that the scheow: sanctioned by Govermment in
1589 with an aim to penerate additional painful employment in rural areas
under pgriculture sector and create assets that could provide benefits 0 the
participant farmer was a total fallere. Apart from the purchase of agriculinral
implemenis worth Rs. 1,22,87 /N0 nothing tangible had been achieved either in
income generathon or asset creation, The reasons atiributed for the failure of
the scheme are absence of an effective monitoring system in the
implemeniation of the scheme, tack of proper Mdea on micro-level planmbng for
agriculure, Irmited acceptances of wege employment programme by the faomers
due to unattractive mate of government subsidy, lnck of co-ordination between
the Agriculiure Departinent amd the panchiyats and absence of operational
guidefines etc. Omt of Rs. 4.4 crores ked for the scheme Rs. 438 lakh
had been relensed to Local bodies.  Utili certificate with regard to the
expenditure incurred under the scheme had not been fornished by the
Panchaysts. No wwack of the oy expended was maintdined hy the LSGD at
the: higher level or the Panchayats at the lower kevel  Since all the vnspent
batance with the Panchayats was credited to the Government in 2000 the details
of expenditure under the scheme could not be worked out at present The
Committes poederstands ihat not only In the Ingiant case but ako in other cases
the LSGID ks experiencing similar problems while imglementing schentes of
other sdminkirative departments- through panchayais. Henee, the Commities
recomunends Lhat the responsibility of proper guidance, financial a5 well as
operationnl during the inplementation of schemes under decentralioed planning
shouM invariably be assipned to the concerned sdminictrative departments.
Effective monitering and sirenpthening of the activities coming under the
scheme should also be eptrusted to the departoend.

5. The Conumitbee polnts out that under the decentrabived planning Yois
of funds are being released to Panchayats under vartae schemes  Often lack
of proper moupitoring in ihe utilisatlon of the funds creates problems in
maintaining the scconnts socurately. The Committee, therefore, recommends
that utilisation certificates with regard to the funds spent should be insisted n
such schemes as In the care of central schemes.

AUDIT PARAGRAPH
Irrecular expenditure on annuity deposits by District Panchayats

Maithree Housing Scheme lapnched by Kerala State Housing Board
(KSHEB} in November 1996 by renamning the cash ioan scheme of Eajiv One
Miltion Housing Scheme, envisaged construction of houses for Economically




Weaker Sections (EWS) at a cost of Rs. 30,000 per house. Government provided
a subsidy of Rs. 5000 for each honse. The balance cost was met lom ican (s,
19,0040 raised from HUDCO and contributions of Rs. 1,000 each from the
benefciary and voluntary organisations. The loan component was repayable by
the beneficiary in 14 years at 13.5 per cent interest per annwm, In February 1997,
KESHB proposcd t0 oblain a one-lime annuity deposit of Rs. 11,600 bearing
interest at 14 per cemr per annum from philanthropic institctionsfindividuals “on
hebalf of each beneficiary to cover the monthly repayments so as o mitigate
the debt borden of the bencficiaries. Government accepied the proposals in
March 997, The deposit amount was eohanced to Rs. {2,500 i April 1998.

Scruliny revealed thar District Panchayats of Kattayam and Pathanamihitta
deposited (Jupe 1998) Rs. 40.63 fakh and Ms. 74.25 lukh with KSHB towards the
one time annuity deposit for 325 and 594 houses respectively, from oot of Plan
funds provided to them by Govermmenlt for 1997-98.

As Governmenl share of expenditure on the scheme was limired to subsidy
element (Rs. 9000 per house) alome, expenditure incurred by the two Disirict
Panchayats in making the-annuity deposit of Rs. 1.15 crore from owt of unlicd
funds placed at their disposal by Government was irregular.

Governmenl in Finance Department slated {Juiy 1995} that the District,
Fanchayats were being directed to withdraw the deposilts urgently.

[Paragraph 6.13—contained in the report of the Comptroller and Auditor
Creneral of India for the year ended 315t March 1999 No. 3 {civil)]

Notes received from Govermmment are mncluded in Appendix 11

6. The witness (Principal Secretary, Local Self Government Department),
explained thal the ope tme apnuily deposis of Rz, 12,500 for each house made
by the panchayat was neither irmeguotar nor a wasteful expenditure. He further
explainad that in the Scheme there was a“loan component of Rs. 19,000
repayable by the beneficiary in [4 years at 13.5% interest. But remittance of
one time annuity deposit of Rs. 12 300 on behall of each benefictary either by
phifanthropic organisations or individuals coold make free the beneficiaries from
the loan repayment obligations. The scheme was laynched at a ime when the
panchayats had the power to sanction grant up (o Rs. 3,000 for each house as
per the deceniralised planning guidelines. Initially it was proposcd to make the
annuity deposit by philanthropic insticutions or individuals, bot later the
Goverament had clarified that the T.8.G. institglions were also equivalent 1o the
voluntary organisations as termed in the scheme. Hence most of the Panchayats
opted for the Maithree Housing Scheme. By opting that scheme, the
panchayats were able to ganction more houses within the limited allocation of
fund. )
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7. To a guestion tegarding the number of houses %0 be completed under
the scheme, the withess informed that 2000 houses were yet 1o be completed.

%. The Commiuee opined that though the scheme was originally envisaged
as a participatory scheme, the invalvernent of L.5.G institutions had changed the
scheme as a Government sponsored one.  The Committee alzo noted char the
invalvement of panchayat had prevented local participation and contribution of
autside fund other than Government fund in the Scheme.

ConchossonsRecommendations

9. The Commitlee observes that im the Maithree Housing Schems
launched by the ESHB, by bringing the Local Self Government Department
Institutions alwe nuder the definltion of phlanthrople institations, Panchayais
were enahled to reap the benefit of providing housces for economically weaker
section of the socicty for besser comtribution. In fact the panchayets were able to
subscribe for 2 houses & of Rs. 12,50 as at thet tdme they had the power to
sanction Rs. 30,000 per house as grant. The € ommittee appreciate the
Panchayais for availing the benefit. But at the samw G, the fact remabns that
due tn over subscription by the institntion, the Kerala State Tlousing Board way
not able to meet the demand and around 2,000 houses are yet to be completed.
5o alse due to the overwhelming participation of the Local Self Government
Instiutions other phiduthropic institubions™NGOs was edged ot of the scheme.
The Commiitee wonld ke to point ol that fhe mvolvement of LSGD insitetion
in the Maithree Housing Schemes, the scheme had been fully made a
Government sponsored scheme thereby preventing channelising of outtide funds
into the scheme. The Committee desires to be informed whether the remaining
2000 hoasses had been completed and handed over to the benefickaries.

AUmnT PARAGRAPH
Implementation of “Kanva Vivak™ Scheme

The IMsiriel Panchayat, Koltayam (DPK) approved {Janvary 1998} a life
tnsuranice scheme called “Kanya Vivah™ for providing insurance coverage 10 one
af the parents of gitis belonging to SC/ST studying in standards I'to I, Under
the scheme, the parent would be insured by Life Insurance Corparalion of India
{LIC) fur an assured sum of Rs. 10,000 payabie on the gitl attaining 21 years of
age. DPK would pay yearly premiom of Rs. 600 to 900 in Fanvary for 12 to 16
yecars on individual policies. For the first year 199798, DPK paid Rs. 28.56 lakh
{March and June 1998) as premium for insering the parents of 3647 girls
{8C: 3318 ard ST: 329}, utilising the People’s Plan Fund sanctioned by
Governthent for the developmental schemes of the district.




The above scheme inteaded to benefit the parents after 12-16 years
involved commitment of huge amounts out of Peaple’s Plan  without any
immediate developmental benefit. The District Collector who was Sectetary tn
the District Planning Commitiee (Committee), stressed the need for getting
Gavernment sanction for implementing the scheme. According io the minutes of
the Commitee's meeting held on 30 March 1998, Government direcied (11 March
1998} the Prezident, DPE mot to take up the project. However, the Comminee
decided (o go ahead with the project without invelving Government oc the Stage
Planning Board. If this plan was adopted in other panchayats also, huge
amount of scarce resotrees would go for unproductive purpose, only 1o cover 2
fujure uncertainty in preference to immedizte developmental peeds.

Thus the scheme copceived by DPK, without the approval of Government,
resulied into a Lability of huge funds out of People's Plan and mainly benefiied
the Insurgnee Company and its agents.

Guvmmsnt stated {Joly 1999} thar sanction for 1mplme.maumﬂcnnunum:c
of the scheme was rot accorded and that the question of institting a vigilance
enquiry in the maller was being examined.

[Paragraph 6.14—contained in the report of the Compiroller and Awditor
General of India for the year ended 31st March 1999 No. 3 (rivil}]

Notes received from Government are included in Appendix 11

ID. The Secretary, Local Self Government (Rural) admicted that the
implementativn of the ‘Kanyavivah® insurance scheme by the District Panchayar,
Koltayam was highly irregelar. Though the Government bad directed the
panchayat to keep the scheme in abeyance the panchayat went ahead with the
scheme without the Government sanction. While examining the various aspecits
of the scheme the Government found that the heneficiaries of the scheme would
not get the value of the amount invegted on their bebhalf and the prime
beneficiaries were the LI agents. Hence. it was decided not to sanction the
scheme in swbsequent years. In view of the zliegations raised against the
implementation of the scheme and the bigh irregularity noticed, the
Government ordered a vigilance enquiry the result of which was vet to be
recetved.

11. On heing asked about the instructions issued reparding the approval
of various schemes implemented through panchayats vnder decentralised
planning, the witaess submiited thai there were certain complexities in this
regard in the first year of the decentralised planning. B, direclions rectifying
the complications found had been issued then and there. At present prior
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approval of the Government was required for selecting insurance schemes. To a
question about the scope for canversion of ‘Ksoyavivak® scheme into
‘Kanyasuraksha™ scheme, the Secretary, Local Self Government (Rural) replied
that it was nol permissible as per the conditions of the insurapce scheme. The
anly possibility before the Government was to cootinwe or disconlinee the
scheme, After many calcelations, the Government had decided 10 withdraw from
the scheme considering the fact that it was cheaper than geing ahead.

ConchusionsRecomtnemnlations

12, The Commitiee observes that the DHstrict Pavchayat, Kottayam
implemented an insarance scheme in 1998 agalnct Government orders and
speot Rs. 28.56 lakhs as first premivm for insuring 3647 pirds belonging to
Schwduled Caste/Scheduled Tribe Community.

13. The Committee understands that in the Hghd of the irregularities in
the implementation of the scheme that came 6o notlce Later, Government had
ordered a Vigilance Epquiry inio the matier The Commitiee desires that the

Vigdance Enquiry be completed immediately and the ootrome of the enqoiry and
action taken there on by Government be inthnated to the Commitiee.,

AumT PARAGRAPT

Government could rot purchase photocopiers for panchavats in 18
aronchs.

The Co-ordinativn Commitee for People’s Planming decided (April 1998} to
purchase one photocopier for cach Grama Panchayat utilising the plan funds for
190708, The ittec also decided that the Administrative Department would
arrange cents purchase at State level to secure ecomomy through bulk
purchase. The Ditector of Panchayat collected Rs. 6.91 crore from 691 grama
panchayats duriog June 1992 (o Jaauary 2000 (Rs. 6.86 crore in 1998-99 and
Rs. 5 lakh in 1999-2000) for the proposed purchase. '

In june 1998, the Block Panchayat Presidents and Secretaries decided o
puschase photocopiers for the proposed Block Information System. Accordingly,
B8 block panchayals remitted Rs. 88 lakh to the Commissioner for Rural
Development during June {998 1o March 1999, Governmenl constitated a
Departmential Purchase Contmittee in March 1999 1o finalise the proceduores for
the purchase. The Director of Panchayat invited tendets in July 1999 and ten
offers were received. The tenders were forwarded to Government in Ociober
1992 However, the machines had ot been purcahsed even as of October 2000,

‘Thus, purchase and supply of the photocopiers te block panchayat/grama
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panchayat did nol materialise as of October 2000 even though the panchayats
had remitted Rs.one lakh each from their plan allocation for 1997-98. The
Panchayat funds of Rs.7.7% crore meant for the People™s Plan for 1997-98
remained locked up during 1998-99 and 199%-2000. While funds remain so
blocked, the grama panchayats®lock panchayats incumed sebstantial expenditure
om pholocopyimg. It was seen that Kazhakotom Panchayat spent Rs.E.DE lakh
for taking Photostat copies during 1997-98 o 1990-2000,

Governinent stated (June 20000 that the procedures for the purchase were
under finalisation and the machines would be supplicd zoom.

(Paragraph 7.17—contained in the Report of the Comptroller and Anditor
Creneral of India for the year ended 31* March 2000 (Civil)]

Motes received from Govermment arc included in Appendix 1L

14. During the cxamination of the audit para, the witness Secretary,
L5GD, explained the hurdles experienced by the department in the proposcd
purchase of photlocopicr for Grama Panchayats/Block Panchayats. In the year
1997, the Government had taken a decision to purchasc one photocopier fuor cach
panchayat utthising the plan funds for the year 1997-98, It was envisaged for a
ccntralized bulk purchase at state level in arder to avoid separate tenders and o
secure economy in purchase for the purpose. The Director of Panchayal
collecied R5.6.91 croves from various Grama Panchayats during Junc 1998 to
Tannary 2{0 and deposited in a TF. account. Bul during the implementation of
the scheme maoy technical and legal objections were raised. The Scoretary
further explained that the unfair competition by the bidders had also caused
much delay in the perchase process. Being a major purchase, cvery time,
whenever a news report or complaint regarding the purchase appeared, the
depanment had 10 enquire the same int detail and 2 1ot of time was consumed in
the process. Finally Government decided to review Lhe decision and issped
orders giving permission to local bodies to purchase the machines hy
themselves from the plan funds after observing purchase rules. Buot, the
Govermment order was stayed by the Hoo'ble High Court in a Pubilic loterest
Petition filed by an individual alleging malafides in the order. Later the OP was
dismissed and ardered in favoor of the Government. The Government divected
the Director of Panchavats to refund the amount deposited in the T P account
and permitted the local bodics to purchase the machines as per the instructions
issutd in the Gavernmeni Ovder.  But since all the T. P. Accounts were abalished
by the Finance Deparlment, the amount deposited in the 'F. P acconnt of the
Director of Panchayats could not be withdrawn and refunded to the concerned
panchayats,
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15, Hence the L3GD had taken up the matter with the Finance
Department and the lauer had been requested to give permission lo maintain a
Treasury Savings Bank Account in the name of Director of Panchayats. The
Finance Department had agreed to open a Treasury Saving Bank aceount and
steps were being taken to Wansfer the amount into that account.

© 16, The Commitice nbserved that similar practical difficolties were also
being experienced in the purchaze of compurers for local bodies. Hence the
Committes directed the department to teke the proposed pholocopier purchase
as a casze study and prepare a reporl incorpotaling suppestions if any, for futnre
use and forward the same to the Committes at the carliest

Conclusivns/Reconunendations

17. The Committee ymderstamls that Plan fonds of Bs.7.79 crores for
1997.98 diverted by Grama/Blck Pancheyails for the purchase of plotoropiers
remainetl blocked with Government HR date. The Comnmittee notices that while
funds are so blocked, the GramaBlock Panchayats iocurred substantial
cxpenditure on photoropriog.

18. The Conunittes opmes that duri the period when deceniralization
process was started blocking op of such hoge amonnt belonging o Grama /
Block Panchayat Government is ot conducive io the developinent process,

19. The Commitice, therefore, opines that the department should ke up
the instant cace a€ a case sindy and to analyse the reasons for the failure in
implementation of the schemes in defend and prepare a report incorporating
suppestlons i any, for fulore guidance and forward the same to the Commlitee
at the earliest.

ALDIT PARAGRAPH *
Heusing Scheme for seheduled tribe &uqﬁciuﬁes in H’hyamd Drsirict

Disirict Panchayat, Wayanad approved construction of 750 howses for
homeless scheaduled tibe beoeficiaries in 24 grama panchayats under People's
Plan Campaipn 1997-98 at a cost of Rs.2.62 crore (at the rate of Rs. 35000 per
house approved by Government in September 19%7). The houses were 1o be
constructed as per Jawahar Rozgar Yojana norms and the assistance to be
disbursed to beneficiaries in instalments based on stage certificates isseed by
the comcermed anthomties. However, in June 1928 Lhe District Panchayar decided
to get the houses constructed by Nirmilki Kendra, Wayanad by 31 Decomber
1998 and released Rs. 3.37 crome (af the rate of Rs. 45,000 per house as per the
estimate furnished by the Kendra) to the Kendra. The shortfall in funds was

B32/2006.
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met by diversion of Rs. 75 lakh earmarked under Tribal Sub Plan for dnnking
water and clectrification schemes. The excess payment of Rs. 2250 lakh was
refunded by the kendra in January 2000 after it was pointed out in audil,
Though the hosses were réquired to be completed and handed over Lo the
beneficiaries by December, 1998, only 183 houses ow of 750 were completed
(June 20000 and unspent assistance retained by the kendra amounted 1o Rs, 2.50
crore (October 2000).

Construction of houses was entrusted with the Kendra insiead of through
the beneficiaries themselves to avoid delays inberent in folfilling of varicus
formalities by the beneficianes and to expedite completion of projects taken wp.
However, it was observed that the Kendra in turn enwrusied the work to the
respective grama panchayat and that less than 25 per cent of the targeted
number of houses could be completed during the two years.

‘Thus, implementation nof the housing scheme taken up vnder the Pepple's
Flan Campaign 1997-1998 was delayed inordinarely though adequate funds were
available gince June [993 .. '

The matter was referred to Government in Junc 2000; reply has not been
received {(November 20000,

[Paragraph 7.18—contained in the Report of the Comptroller and Auditor
Gemeral of Iudia for the year ended 315t Marck 2000 (Civall]

Notes received from Government are imcluded in Appendix 7.

20. While ezamining the andit para, the Committee notad that the
Housing Scheme approved by the Disircl Panchayat, Wayanad, for the welfare
of the scheduled tribes was intended to be implemented with the full
participation of the beneficianes themselves,

21. But, the Secretary, Local Self Government (Rural) informed the
Committee thar as the beneficiaries did not come forward, it was decided o
entrust the conztraction work with the Nirmithi Kendra. The propasal for
sanction of Rs. 45,000 per hause as per the estimates of Nirmithi Kendra was
deniad and lbe Government sanctioned only Rs. 42 Q0. Hence the Kendra
retracted from the agreement and refunded the amount received from government
directly o the beneficiaries throngh panchayats. The beneficiaries were directed
to execute agreements with the Kendra and the scheme was being implemented
by the beneficiarics and panchayats. On being asked about the present position,
the witnegs replied that out of the 750 houses sanctioned, construction of 389
had been completed. Construction of 145 houses was in progress and 16 houses
was yel lo be siarted. Pointing oul the unauthorised agreement of Nirmithi
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Kendra with the beneficiaries the Commilles wanted lo kaow i1s legal validity.
‘The: witness answered that there was no pregulanily in executing agreemend with
the beneficiaries since the Nirmithi Kendra, a Public Sector Housing Agency,
conld execore apgreement in any way. He edded ihal the real issue was the
delay occurred in the constroction. He further said that remedial measures to
rectify such anomalies noticed in the first year of decentralisation had been
taken. Recently funds were released in five inslalments oo Lhe production of
utilisation ceriificate in cach stage. In order to overcome the delay in obtaining
the Yahation Cerificate, a Tribal Extension (Mficer was appointed for monitoring
the construction of howses, The Government had also decided ta entrust the
construction of tribal houses with the accredited agencies so that the quality of
lhe howses could be ensured. Tt wus also intimated thal Bs. 75,000 per house
was being sanctioned for tribal housing at present.

22. Moticing the preparation and approval of eslimates by Nirmithi
Kendra, the Commites opined that the procedure was not propér.  The witness
maintained Lhat MNirmithi Keodra could prepare the estimates only according o
PWE Schedolc of rates. They could get the estimates done through other
agencies also.

Concosionsecommendations

23 The Committee nnderstands that the District Panchayat, Wayanad
approved construction of 750 honsex for homeless Scheduled Tribes
bheneficiaries in 24 prama panchayats wnder People’s Plan Campaign 1997.98
and the construction was entrusted with Nirmithi Kendra. The Committes
polices that even afier 8 years, construction of 161 howses is sil pending and
16 houses are yet to be started. The Committee nates that the poor financial
capacity of the (Hbal people and ireamry restrictions atiriboied much to
the delay in the construct f houses. As a result many were
rendered homeless or vﬁmhwmm.muﬂmlﬂny.m
Commitiee recommends that the fimds provided for housing schemes b tribals
should be distributed in tinwe and the item should be exempied from all treasury
restrictions.

24, The Committee recommends thai all the houses sanclioned under the
scheme should be physically verified and pecessary action should be taken to
complele the construction of remaining hooses. The Committes recommends
that the funids for implementing ongolng honsing schemes for STs i avallahie
should be utilised for the completion of the houses under People’s Plan
Campaign 1997 and the Department should ensure proper monitoring while
implementing such schemes in fuinre
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25. The Committee ohoerves that not anly in the Instant case but ako In
many schemes, non-release of funds in proper Hime cetse hindrance to the
realisation of schemes. The Committee recommends that arranpements shoukd
be mpde to ditribote the hunds provided for bhousing schemes In Qe and to
exempt it from treasury ban permanently.

AUDIT PARAGRAPH
Blocking of developmental funds in incomplele power projecis

Test check of records of the Zilla Panchayal {ZP}, Kozhikode revealed
non-implementation of two schemes under Power Sector approved under the
People’s Plan Campaign during 1997-1998 and 1998-1990 which led o blocking
of Plan funds amounting to Rs. 3.36 crore with Kerala State Electricity Board

" (KSER).

(¢} Neon-implementation of mini hydel project

In March 1999, Government alloited the construction of a Mini Hydel
Project in Arippara 1o hamess the waterfalls ia hilly areas n the districi to
Kozhikode ZP for an outlay of Rs. 5.30 crore.

Bazed on (he preliminary scpott prepared by KSEB., ZP fixed the ouilay at
Rs. B ¢crore and provided Rs. 41.28 lakh for the project The balance pravision
of Rs. 7.59 crore was proposed 10 be raised from fipancial insttutions. KSEB was
to implement the project as a deposit work o0 be completed in 24 months, Even
before 2 detailed project report (DPR) was prepared by KSEB and feasibility of
the profect asscssed, ZP deposited Rs, 2 crore with KSEB in March 1990
diverting Rs. 1.60 croee from 52 other projects approved under the Peoplc™s Plan
1993-1900. The DER for Rs. 1005 crore was approved by KSEB in July 2000.

The Secretary stated {November 2000) that the amount was remitted to
KSEB to avoid lapse of funds. Government stated (November 2000) that with
the eamest desiie to camplete the project within 24 months, ZP deposited Rs. 2
crore with KSEB by diversion of funds from other pm]ectors As preliminary
investigations and feasibility report were compteted by KSER in 1994, and 2 DPR
0ol even prepared HIT Juty 2000 and the work not started 2s of November. 2000
by KSEB, there was no scope of completion of the project within 2 years and
therefore, there was no justification for the diversion of plan funds from other
approved projects and making such an advance deposil prematurely. This action
affected the implementation of 52 approved projects imder various sectors viz,
mannfacturing {12) , seovice (30} and infrastocture (10} sectors.

[Paragraph 7.20(i}-—contained in the Report of the Comptroller and Auditor
General of India for the year ended 31st March 2000 (Civil)]

Motes received from Government are incloded in Appendix I1




AUDIT PARAGRAPH
Zifla Panchayat, Kanrur—Aveidable focking up of funds

Zilla Panchayat, Kannuor deposited (June 1998} with Kerala Siate Electricity -
Board (KSEB} Rs. 40 lakh for implementing the Haritheerthakkara Micre Hydn
Llectric Scheme in Kapakol Alapadamba Panchayat with an installed capacity of
100 EWi0.1 MW as a deposit work. In a meeting held {September 1998)
between the Presidert, Zilla Panchayat (ZP) and KSEB, it was decided oo take
up Adakkathodu Small Hydro Electric Scheme in Kelakom Panchayat with an
higher installed capacity of 2.5 MW at a cost.of Ra. 494 crore as estimated by
KSEB. Subtsequently, 7P decided (Ociober 1998) to execote the Katanki Mini
Hydre Eleciric Scheme in Fadiyur Kallivade Panchayat with an installed capacity
of | MW in lien of Haritheerthakkara Scheme. Though KSEB was addressed by
the ZP in November 1998 on the proposed rew scheme, thers was oo
response and ZP decided (Tuly 199%) 1o drop the proposals for the mini power
project. Though ZF demanded (July and December 1999) refund of the deposit
of Rs.40 lakh, KSEB did not refund it as of May 2001,

The failure to decide wpon the location, instialled capacity etc. of the
proposed mini hydro electric project in Kanhur vnder the Peaple’s Flan
Campaign (FPCY lad to blocking of PPC funds of Rs. 40 lakh for three vears.
The marter was referred to Government in Tune 2001, reply has not been receivad
{Ociober 2001).

[Paragraph 7.18—contained in the Repori of the Comptroiler and Auditor
Gieneral of India for the year ended 31st March 2001 (Civil)]

Notes reccived from Government are included in Appendm 11

26. The Secretary, Local Self Government (Ruoral) informed that the
schemes of micro-level hydel projects of District Panchayats, Kanour and
Knzhikode could not be implemented as the KSEB, the agency selected for the
execution could nat carry oot the work., The KSEB had refunded the amount
after recovering an amount of Rs. 3 lakhs against the expenditore incurced for
initial works. The Comminiee pointed out that the other mini hydel projects
inttied by the panchavats except YVanavada and Mankulam had alse met with
the same fate. Then the witness replied that all those things bad happened in
Ahe first year of decentralised ptanning when a number of practical difficuliies
were expenienced during the implementation of schemes in new areas.

27. The Committee noted that the amount sanctioned for the
implementation of the project was deposited with out  finalising exact site of the
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- project and funds allotted to other pmjlﬁ:ts were diveried withowot the prior
approval of the District Programme Committee, The wilness responded that such
defects had been rectified and prior approval of the Disirict Programme
Commiltes was insisted. With the introduction of bill system from current year,
the approval numbet should be mentioned in the bill,

28. The Committes visited the micro-hyde! project at Vattavada and
Mankulam, which were commisgioned The Secretary infurmed the Commitiee that
no policy deciston regarding the transmission and disiribution of the power
gereraled by panchayats through micro bydel projects had been taken so lan 1t
had oot yot been defined whether such micro-hydel projects were envisaged o
augment power or for commercial gain of panchayats.

ConclusionsRecomunesid:athes

29 The Commitiee yndersiomnds that {he proposal of Zilla Panchayats to
Implement Mini Hydel Prajecis under the People’s Plan Caympeipn in mosi
rites was a flop. The Committee nothces that in the instant cases, the Zilla
Panchayat had deposited hoge ameunt with KSEB ¢ven hefore preparing a
detailed Project Report, thereby camsing blocking of funds with KSEB for long
time and affecting the implementation of many other projecis.

30. The Commiitee ghserves that ac Kerals Staie docs not have hig rivers
uketlur:neighhtﬂhgshte&lhmureﬁnmandmmmkm have micro-hydel
projects imstead of buge hydel projects. Hence the iden of penerating captive
power by the Panchayats through micro-hydel projecis is g very novel one. The
Commitiees feels that the KSEB should study and concentrate on the
mplcmentation of such projects. Hence the Committee recommends that a well
defined policy regarding the setting up of micro-hydel projects and the
generation, transmission and distribution of power generated by such micro-
hydel projects should be formulated. The KSEB should be geared up for
preparation and execution of such projects.

AUDIT PARAGRAPH
Non-fmplementation of electrification schemes in SC/ST colonies

7P decided (June 1993} to implement the rural electrification scheme 1o
movide power supply in 56 SCFST colomies at a cost of Rs, 1.60 crore. Though
project was not included in the anauval plan of ZP fur 1997-1998, 2P remitted the
entire cost (Rs. 1.60 ¢rores) o KSEB in Junc 1998 by diverting fends from
varions other approved projects. KSEB did not complete the electrification
schemes as of March 2000, According to the progress repurt for Tanuary 2000
work in respect of 12 colonies (out of 57) only have been completed.
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_ Government stated (November 2000) that execution of the work was delayed
due to non-availability of matetials and that 46 works had been completed as of
July 2000. For more than lwo years, the inmtended benefit did not reach the
targeted SC population.

[Paragraph 7.20 {ii)—contained in the Report of the Comptroller and
Auditor General of India for the year erded 3Mst March 2006 (Civil)]

Muotes received from Government are included in Appendix T

31, The Committes wanted to know ihe lalest position regarding the
electrification of tribal colonies. The Seeretary, LSGD (Rural) answered that the
electrification of colonies spelt out in the comstitution of Panchayat Raj could be
implemented only as deposit work, The Secretary also pointed out that in the
initial stage thers were certain instances where the Panchayats had deposited
moticy it KSEB before getting the approval for the Scheme from the District
Programme Commiltee ot even before preparing estimates by the KSEB. In
subsequent years thal system  bhad bkeen stopped and the scheme
implementation was done onty after due approval by the DPC. The scheme
implementation was being monitored by the Minisier for Electricity and the
Chairman, Kerala State Electricity Board aiso. On being asked about the
glagtrificatinn of the remaining cases the wiiness assured that he would submit a
general note regarding current status of the deposit works.

Conclusions/Recommmendations
3. The Commitiee desires to be harnished with the current statos of the
deposit works taken up ander the rural elecirification of colonies.

AuDIT PARAGRAPH
Setting wp of a mini industrial estate

Zilla Panchayat, Kozhikode proposed establishment of three mind indusirial
estates (MITES) in Kozhikode, Koyilandy and Yadakara Tatuks, each on 10 acre of
plats with provision for 50 entreprencurs at a iotal cost of Bs. 13.50 crore.
Provision of Rs. 4.50 crore for setling up an estale at Nallalam Panchayat in
Kozhikinic Taluk was earmarked in the Ammuoal Plan for 1997-1998. [n February
198, the Korhikode Zilla Panchayat Industrial Trost (KOZFIN) was registered o
run the estales. The Zilla Panchayal (ZP) remitted to the Trust Rs. 1.33 crore
{Es. 50 lakh m March 199%; Rx. 83 lakh in March 1999 for acquisition of land for
the estate at Nallalam Panchayat, In March 2060, Rs. 70 lakh was paid by the
Trust to the Special Tabsildar, Land Acguisition towards value of a plot
(972 acres) identilicd lor the sstate. 2P, Kozhikode took the land into

posseszion in Augnst 2000,
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In May 2001, ZP decided to dissolve the trust and 10 entrust the project
with the Tistrict Industries Centre (DIC), kozhikode. The trust wax dissolved in
June 2081,

Thus, decision to implement the project through a newly created trust not
only delayed the implemencation of the project for more than threc years, but
also led 10 aveidable locking vp of People's Plan funds of Rs. 1.33 crore.  The
balance onspent amount of Bz, 66.74 lakh (including imerest) was sl kept in
the accounts of the bust and was not transferred to DIC (including imterest) for
implementation of the scheme as of August 2001,

The matter was referred to Government in June 2001; wply has noi becn
received (Ootober 200113,

[Paragraph 7.17—contained in the Report of the Comptrolter and Anditor
General of India for the year ended 315t March 2001 (Civil))

Notes received from Government are included in Appendix IL

33, The Committee was infrrmed that the Trust ynder question had been
dissolved and the amount deposited with che Trust was withdrawn and creditad
in the account of District Panchayat, Kozhikede. Construction works were in
progress and would be completed in March 2005.

34. The witness, Secretary LSGD, submitled that the instant case was
alzo # result of the problems faced during the first year of the decentralisation
plan. Bot latet the position had been changed and as such panchayats were
not empowcted to transfer any fand withowtl the prior permission fram the
Government. The Committee noticed that there was a tendency in many
panchayats to acquire vast area of land for starting Industrial Estates and then
keeping it idle without any follow-up action 10 start industries. This resulted in
idling of the land acquired for the purpose for many years. The Committes also
notéd that there were no proper guidclines for the utilisation of the acquired
land. The Committee therefore recommended that there should be some proper
guidelines for the ulilisation of the land acguired by panchayat for starting
industrial estates in the State,

35, While completing the examination of the audit parapraphs pertaining
to Local Self Government {Panchayats) Department, the Committee opined that
many of the technical remarks of the Comptroller and Auditor General of India
remaied as such. The Committer desired the wimess in submit a report on the
remedial measures taken 10 overcome the drawbacks noted during the first year

of decenralisation.
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Conclusions/Recommendathons

36, The Commitiee hai come to understand thet there is a growing
tendency among the local hodies to acquire land wlihoot hnving & clesr cut
vision or policy in = utilisation. Often such lack of vision or policy in the
uthlizption of tand acquired results in jdling of land sand bcking op of capital.
The Commitiee iherefore recommends that proper guldelines regarding the
utilizadton of the land acquired for specific purposes by Panchayat: should be
isstied by LSGD.

ArYADAN MuUtAnBED,

Thimsvananthapuram, Chairnuin,
26th September, 2006, Comrnittee on Public Accounis.
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Arreroix 1

SUMMARY OF MAIN COMNCLUSIONSRECOMMENDATIONS

3.

Para

Department Condlusions/Recommendations

MNo. No. concemed

£1) 2 ] £)]

1 4.5 Local The Committee finds that the scheme
Adminigtration- Sanctioned by Government in 1989 with an
Panchayar aim ta gengrate additional gainful

employment in rural areas under agriculture
sector and create assets that could provide
benefi the participant farmer was a
total CApart .from the purchase of
agricoitural implements worth Rs,
1.22.87.000 nothing tangible had been
acheived either in income generation or
asset creation. the reasons atiribuled for
the failure of the scheme are absence of an
effective monitoring system in the
implementation of the scheme, lack of
propet idea on micro level planning for
agriculture, limited acceptance of wage
employment programme by the farmers due
to unaliractive rate of gpovernment subsidy,
lack of co-ordination between the
Agriculture Departmeat and the panchayats
and absence of operational guidelines etc.
Out of Re. 4.4 crores carmdarked for the
scheme Rs. 4.38 lakh had been released to
Local bodies. Ulilisation certificate with
tegard to the expenditore incorred under
the scheme had not heen fumished by the
panchayats. Wo track of the monesy
expended was maintained by the LEGD at
tke higher level or the panchayats al the
lower level. Since all the unspent balance
with the panchayais was credited 1o the

goverament in 2003 the details of
cxpenditore ander the scheme could aot be
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(3)

5

Adminisation-

Panchayat

worked ouwl at present. The Committee
understands that net anly in the instant
case but aleo in other cases the LSGD is
experiencing similar problems while
implementing schemes of other
administrative departments through
panchayats. Hence, the Committes
recommends that the rcs%c’msibility of
proper puidance. financil as well as
aperational duritg the implemeataion of
schemes under decentralised planning
should invariably be assigned to the
concerned administrative departments.
Effective monitoring and strenghtening of
the activities coming under the scheme
should also be cobrusted to the depariment.

The Commitiee painis out that onder the
decentralised planning iots of funds are
being released to Panchayats under various
schemes. Often lack of proper monitoring i
the utilisation of the funds creac® problems
i maintaining the accounts accu"}nmly. The
Committee, therefore, recommends that
utilization certiﬁcatz; with regard 1o the
funds spent should be insisied in zuch
schemes as in the case of central schemes,

- The Committee observes ihat in Lhe

Maithree Housing 3cheme launched by the
KSHB, by bringing the Local Self
Govermmemt Department Institutions also
under the definition of philanthropic
institutions, panchayats were enabled to
teap lhe benefit of providing houses for
economically weaker section of the society
far lesser contribution. In fact the
panchayats were zble 1o subscribe for
2 houses @ of Rs. 12,500 as at that time
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they had the power to sanction Rs. 30,000
per house as grant. The Commitiee
appreciate the Panchayatz for availing the
bepetit. But at the same time, the fact
remains that due o over subscription by
the institietion, the Kerala State Housing
Board was not able to meet the demand
and around 2000 houses are yet to be
completed. S50 also due te. the
averwkelming participation of the Local Self
Gavernment Institutions other philanthropic
institutions/NGOs g i edged out of the
scheme. The Commites wouwld like 1o point
out that the involvement of L3GD
iostitution in the Maithree Howasing
Schemes, the Scheme had been fully made
a Government spansored.  Scheme thereby
Preventing chamnelising of cwside funds
into the scheme. The Committee desires
be informed whether the remaining 2004}
bouses had been completed and handed
over (o the beneficiaries.

The committes chserves that the District
Panchavat, atf Koltayam implemented and
insurance scheme in 1998 against
Government orders and spent Rs.28.56 lakhs
as first premiom for insuring 3647 girls
belemging to Scheduled Caste/Scheduled
Tobe community. |

The Committee under stands that in the
light of the irreguiarities in the
implementa of the scheme that came to
notice later, Goverrment had ordered a
Vigilance Enquiry into the matter. The
Committee desires that the Vigilance
Enquiry be coropleted immediately and the
outcome of the énquiry and action taken
there on by Government be iatimaced to the

| Commrittes. -
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Adméinistratioh-
Panchayat

Administration-
Panchayat

The Committee understands that Plan
funds of Rs. 7.79 crares for 1997-98
diverted by Grama/Block Panchayathe for
the purchase of photocopiers remained
blocked with Government till date. The
Committes patices that while fpds are so
blocked, the Grama/Block Papchayats
incurred substantial expenditure on

' photocopying.

The Committee opines that duting the
period when decentralization process was
gtaried biocking up of such huge amount
belonging to Grama/Block Panchayat
Government is not conducive to the
development process.

The Committes, therefore, opines thar the
department should take up the instant case
as a case study and to analyse the reasons
for the failure in implementation of the
schemes in defend and prepare a repert
incorparating suppestions if any, for fumre
gujdance and forward the same Io the
Committes: a1 the carliest.

The Committee understands that the
District Panchayat, Wayanad approved
censtruction of 730 houses for homeless
Scheduled Tribes beneficiaries in 24 grama
panchayats under People’s Plan Campaign
199798 and the construction was entrusted
with Nicmithi Kenodra. The Committee
notices that even afier 3 years, construction
of 161 houses is still peading and 16
houses are yet to be started. 'The
Committee notes that the poor financial
capacity of the tribal people and treasury
restricttons atiributed very much to the
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" Administration
Panchayat

delay in the construction of houses, As a

w iles, were rendered homeless
- or un{ﬁms ed houses in which they

could noc stay. The Committes recommends
that the funds provided for housing
schemes to tribals should be diseributed in
time and the item should be exempeed from
all treasury restrictiens.

The Committee recommends thar all the
honses sanctioned under the schemec
should be physically verified and
necessary action should he raken to
complete the construction of remaining
houses. The Commitize recommends ikat
the funds for implementing ongoing
housing schemes for STs if available
should be utilised for the completion of the
houses under People's Plan Campaipn 1997
and the Department should ensure proper
monitoring while implementing such
schemes in fumre.

The Committer ohserves that nol only in
the instanl casc but alsn in many schemes,
non-relegse of funds in proper time cause

-hindrance to the realisation of schemes.

The Committe recommends thai
armangements should be made to distribure
the fimds provided for housing schemes in
time and to exempt it from treasury ban
permanently.

The Committee understands ihat the
proposal of Zilta Panchayats to implement
Mini Hyded Projects under the Yeoples Plag
Campaign in most sites was a flop. The
Committee nolices that in the instant cases,
the Zitla Panchayat had deposited huge
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Local
Adminisiration-
Panchayat

Liocal
Administvation-
Panchayat

amount with ESEB even before preparing
a detailed Project Report, thereby causing
blocking of hmds with KSEB for long ume
and affectng the implementation of many
ather projects.

The Commites observes that az Kerala
State does not have big rivers like the
neighbouring states, it is more viable and
econumic to have micro-hydel projects
insteadt of huge hydel projects. Hence che
idea of generating captive power by the
panchayats throngh micro-hydel projects is
2 very novel one. The Committee feels that
the KSER should study and concentrate on
the implementation of such projects. Hence
commitlee recommends that a well defined
policy regarding the sefting up of micro-
hydel projects and the- generation,
transmission and distribution of power
generated by such micro-hydel projecis
should be formutated. The KSEB should be
geared up for preparation and execution of
such projects. .

The Commi ires t0 be furmnished with
the current of the deposit works
taken up under the mural electrification of
colomies.

The Comumittee bas come (o understand
that there iz a growing tendency among the
local bodies to acquize land without having
a clear cut vision or policy in jis wtilizatian.
Often such lack of vision or palicy in the
wiilisation of land acquired resylts in idling
of land and locking up of capitai. The
Committee therefore recommends that
proper guidelines regarding 1he uiilization of
the fand scquired for specific purposes by
panchayats shoyld be issued by LSGD.




X

Areemory [T

STATEMENT OF REMEDIAL ACTION TAKEN ON AUDIT PARA 316

IN THE REPORT OF THE C&AG

FOR THE YEAR ENDED 31-3 1908

Audit Para number & Title

Bemedial measures taken

(D

2

FPara 3.16

E |{ E h E § - = !-
emplovment to the Rurgl Pegple
; b the C. lised Planti

To generate additional gainful
employment in rural areas ender
agriculture sector and create assets
that coold provide benefits 1o the
participant farmers, a scheme was
sanctioned by Governmeni in August,
1989. The areas of activity identified
were soil conservation and land
development works, development of
irrigation infrastructure stc. which
shoutd be fabour intensive, The woerks
cn the above were to be organised
amn] execoted by the local panchayats
based oo the project reports prepared
by the Apriculture Department. During
the period 1989-90 to 1991-92 Rs. 4.40
crore was sancticoed under the
gcheme. The Direcior of Panchayats
{DPY bhad drawn the amount and
deposited it in a Treasury Savings
Bank Account in March 1990 (Rs. 1.50
Crores) in March 1991 (Rs. 1.50 croves)
and in March 1992 (Rs. 1.40 crores).
There was ioerdinate delay ranging
from 19 to 62 months in disbursement
of the amoumnt by the DP to the iocal
panchayats. According to the DP
(March 1992} there were praciical

The Paachayal spent Rs. 1,32,67,861
under special agricuitura! employment
programme up 1o 31-12-1999 from the
amount of Rs. 2.03,95.500 releazed by
Govt to various panchaysts vide order
Mo. 55065 dated 30-5-1995.

There were practical difficultes in
ntilization of {funds based on the
puidelines issued by the Agricultural
Dept. and ibe local panchayats had
also expressed their inability (o spent
the amount. The specific guidelines
with regard to the implementation of
schemes, wlilisation of funds ete.
relating to panchayats were issved by
Govt, during 1994 as per GO{Rt)No.
2261/940L.5GD dated 4-6-1994 only.

Again an amount of Rs. 80,950,000 has
been released o 21 Grama Panchayats
as per order Wa. 433/97 dated
28-1-1997 and expenditure of Rs.
39,25.025 achieved up to 31-12-1959.
The progress report in this matter has
kezen collecting from the depoaty
Darector of of Panchayats periodically.

Implementation of the scheme, as per
the instruction from Govt. had to be
monitored by a Commiittee consisting




{1

(2)

difficultizs in utilisation of funds based
on the pguidelines issned by the
Agricutture Dept. apd the local
panchayats had also expressed their
inability to spend the amouwnt.

A scrutiny of the records in the
Directorate of Panchayaes revealed that
during the pecied 1990-91 to 199697,
the DP had spent Rs. 22 lakh
including Rs. 21.18 lakh for porchase
of 10 jeeps which was buot envisaged
in the scheme and disbursed Rs. 4.08
crore 1o the local panchavats..

Information about the ublisation of the
funds released tr the local panchayats
was not available with the DP and the

details of employment generale and the

assets created could nat be verificd.
The DP thus failed 1o monitor the
implementation of the scheme and
achievement of the objectives of the
scheme could not be assessed.

The matter was referred to Gowt. 1n
June 1998, reply had not been teceived
{October 10083

of the president and the beneficiaries
of the panchayats conecrned. In
addition to that atl the DPOs were
instructed to conduct supervisory
checking jn all the panchayals whers
the schemes were being implemented.
Bul during the period most of the
DPCs were vot having any vehicle and
hence they had to experience much
inconverience to perform their duies
properly. These inconvenicnce
experienced by Lthe DPOQx wers
brought to the notice of the
Government and the Govt there on had
given sanction for the purchase of 10
nos. of Jeeps as per order No. 6181453
dated 22-9-1993. Thiz was the
citcumslances that led to the purchase
of 10 noz. of jeeps spending Rs. 21.10
lakhs from the unutilited amoomt set
apart for the scheme.

Steps are being rtaken to 100%
campletion of the scheme immediately.

There was no Failure in implementing
e scheme. Also there is no diversion
of funds. All the payments were made
with the prior sanction of Government

P XamarguTTY,

Secretary.
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STATEMENT ON ACTION TAKEN ON PARA 6.11 CONTAINED IN
THE REPORT OF THE COMPTROLLER. & AUDITOR GENERAL
FOR THE YEAR EMDETY 31-3-1999

Fara Ne. Subject Statement of action raken
(i) @ {3)

6.13 Irregular Dristrict Panchayat Koltzyam.—

brregular expenditure In the loan application form for Maithry

expenditure On anmuty Housing Scheme issued by Kerafa State

on anauity dnlspcfmts by Hoosing Board, it is stipulated that the

deposits by district beneficiary will be exempted from refund

district panchayats of loan amount if the panchayat/
- panchayats volunlary organisation deposits Rs.

12,500 per house instead of remitting Bs.
158 p.m. {principal amount and interest}
in 168 instalments. As there was no
other source to raise funds being the
share due from beneficiary and voluntary
efganization, public works standing
comminiee of the disviricl panchayat held -
on 13-4-1998 had decided to deposit Rs.
12,500 per house with Kerala State
Housing Board. The resolution taken in
this regard has been approved by the
district Pachayat committee held on
2041998,

In the lighl of the above resolution
district panchayat deposgited Rs. 40.63
lakbs with Kerals State Housirg Board
towards one time annuity depogit for 325
houses. This scheme was implemented in
June 1998, Bt the directions 10 withdraw
the deposited amount from Kerala State
Houzing Board was received only in
July, 1999, As the scheme is in iis
implementation stage, the deposit amount
could pot be withdrawn from Kerala
State Housing Heard. Hence the
expenditure incurred for the purpose by
the district panchayst may be excused.
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District Fanchayat, Pathanamthittas--—

The Pathanamthitta Dristrict Panchayat
has undertaken a project for
constraction of 594 number of dwelling
houses o economicaily weaker sections
by utilizing the plan fund worth Ks.
74.25 lakhs during 1997-98. The
beneficiaries uader this project are
houseless  peeple  belonging  to
economically weaker section from various
Cirama Panchayats in this District.

This District Panchayat has selected
Kerala State Houzing Board a= the
agency for implémenting this hausing
scheme, and as soch the amount of Rs.
74.25% lakhs was deposited to housing
board under Maithri Housing Scheme. It
15 felt that this Maithri Hoosing Scheme
launched by the Kerala State Housing
Board was a poble ane as the
beneficiaries are free from liabilities. The
State: Government and HUDCO have also
approved this Maithri Housing Scheme.

The District Panchayat has deposited
the amount (Rs. 74.25 lakhs) to housing
board as the Maithr: Housing Scheme
was an approved scheme by Statc
Govemment and RUDCO. Moreover the
state planmning hoard has alzso approved
thiz maithri housing echeme. While
undertzking such a scheme the aim of
the district panchayat was to constroct
new houses for 594 houseless families
only. The technical ohjections raised by
the C&AG on Government share of
capenditure was not broupht (o the
attention of the district panchayat when
thiz scheme was ondertaken. The
ohjections are raised after :mplementing
the scheme.
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At this juncture the construction of 554
houses have afready been compleied and
hence the objections raised by CEAG
will adverscly affect the poor
bencficiaries. Therefore the withdraw of

* the deposits is quite impossible and

imparactical.




NOTES
(Statement of Action Taken Report}

Sub :— Local Self Goverrment Department—Report of the CE&AG (Civil)
for the veor ended 31-3-1999 Audit parz 6.14—Implementation
of Kanya Vivah Scheme—Statement of Acticn Taken Repoert.

Ref — Report No. 3 (Civil} of 1999
Para:6.14 Implementation of Kanva Yivah Scheme

District Panchayat, Kotlayam implemented an Insurance
Scheme against Gowt. Orders and speni Rs. 28.56 lakhs of
developmental funds.

The Disrict Panchayat, Kotayam inciuded the scheme *Kanya Vivah' as
one of its prajects in the year 1997-98. Government direcied that the scheme
may be kept in abeyznce. But the Disirict Panchayat paid an amount of Rs, 29
lakhs as advance tn L.LC. The actual premium amount payable to L.IC. for the
vear 1997-98 was Rs. 28,55.588 covering 3647 beneficiaries and the balance
amount of Rs, 41,672 was refimded by L. I. C. of India. '

Government held discussions with Secretary of District Panchayat and
representatives of LL.IC. Government found that the beneficiaries are not going
te get the valoe of what is invested on their behalf taking inte consideration ali
munelary benefits inctuding probable death compensation. In Kanya Suraksha
an cxisting scheme in distrct the yearly preminmum is only Re. 260 where as
the premivm undet Kanys Vivah is Rs. 800 o 904. At the same time the
accident death benefit in Kanya Sureksha is Rs. 40,00 whereas in Kanya Vivah
it is only Rs. 20,000. Even in a group insurance scheme the premium would
have been less. Government found that the commission for agents during first
year is 25% of premiom, 2nd and 3rd year 7.5% each and 4th to 165th year 3%
each. Taking imto account all thewe factors Govemnment is of the view that the
prime beneficiaries of the scheme are agents of LLC. of India and nol the
SC/ST stodents. Hence Government decided not to grant sanction for the
implementation of scheme during substquent years.

Since the scheme involved huge financial commitment 1the District
Panchayat should have pot Gowvi. approval befors implomenting the scheme. But
the district panchavat did ot dir 50 which iz highly imegnlar. It was in these
circumstances that Govt. examined the possibility of a Vigilance enquiry. Govt.
have pot vet taken a final decizion regarding Vigilance enquiry into the matter
and it is still under consideration of Govt.




Aedis Subject Action taken
rre No.
17 Governmem could  Goverament have isstued orders as per

not purchase
photocopiers for
panchayats in 8
months.

GO Ms ) 206/02/1.86D dated 29-11-2402
permitting the lacal bodies in the Stase 1o
purchase photocopiers fom their plan funds.
This :Q.was stayed by Hon'ble High Court
in O.F No.3736400 fmled by 5d. 5. Mamlal,
Statement of facts in the above QP has
been forwarded 1o Advocate General for
filing Counter Affrdavit by Government,
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STATEMENT OF ACTION TAKEN ON THE AUDIT PARA CONTAINED IN
THE CRAG REPORT (CIVIL) FOR THE YEAR ENDED 31-3-2000

Name of the depanment : LOCAL SELF GOVERNMENT (PA) DEPARTMENT

“Para No. and

Audic Para Action taken
(1) 2)
718 An amomnt of s, 3.57.50,000 was deposited

Homsing Scheme for Scheduled
Tribe Beneficiaries in Wayanad
Dristrict

with Nirmithi Kendra, Wayanad for the
canstruction of 750 houses at the rate of Rs.
45,000 per houge. Nitmithi EKendra in turn
depasited the amount in a private firm which
was involved in a controversial issue which
caused in Government iotervention and
resulted  in the delay of propgress of
construction.

The Wirmithi Kendra had informed that Rs.
45,000 will be required for constructing a
house a= per their plan and estimate. Hence

" sancticn was requested from the povernment

for Rs. 45,000 per house. But the proposal
was denied and Govettinent sanctioned only
Rs. 42,000 per house amd hence sanction was
accorded to spent Rs. 3.15,00,000 to construct
750 houses at the rvate of Rs, 42,000 per
hovse. The Goveroment also directed to
refund the excess amount of Re. 22,50,000)
{300x7500. Accordingly the Nirmathi Kendra
had refunded the excess amount to DHstrict
Panchayat.

The Nirmithi Kendra was not willing to
vaderiake the construction of houses al the
rate of R=. 42,000. Hence the Governing body
of Mirmithi Kendra decided to allot the entire
amonnt received from the Governmeat,
directly to the benpeficiaries, through Grama
Panchayats. The selected beneficiaries were
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directcd to execote agreements with the
Nirmmithi Kendra and the delay in exccuting
the agreement by the bencliciaries took much
time, which in tura capsed delay in the
construction of houses.

The delay in oblaining the Waloation
Certificate from the Engineers and
Apprentices in Grama Panchayats laid down
obhstructions in the dishursement of
imstalments to the beneficiaries. To overcome
the above problems, the Districl Panchayar
hy resolution No 5/200003) dated 27-9-2006)
decrled to include Tribal Exiension Offtcer in
the monitoring committee for the construction
of houses,

Due to the frequent Treasury ban imposed
by the Governmeni there was delay in the
disburgemerii of the amount sanctioned o the
beneficiaries who had produced stage
certificates. :

In addition to the above due to suspension

“of the TP account of the Panchayats, the

beneficiaties who had completed the
constroction. nf houses cowld oot éncash the
cheque issved to them. This zlso caused
delay in the progress of construction.

The Grama Paockayats informed that oul of
750 houses ssnctioned dering 1997-98, 589
houses were completed. The construction of
145 houoses are in progress noow. The Grama
panchayais were directed to report the details
of completion. The construction of remaining
i6 houses has not yet starced and the
Panchayats were direcred io repori the
sclection of new heneficiaries at the carliest.
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STATEMENT QF ACTION TAKEN ON THE AUINT PARA CONTAINED N
THE C4AG REPORT (CTVIL) ROR THE YEAR ENDED 31-2-2000

Name of the departmestt : LOCAL SELF GOVERNMENT (PA) REPARTMENT

Poaragraph
i Ne. and Action iaken
Audit Para
(L (2) 3
1 720

Blocking of Development
funds in incomplele
power projects

(i) Non implemetation of The Government of Kerala in its declared policy

Mini Hydel FProject -

allowed the panchayat to take vp and implement
Hydel Projects also wnder People Plan Programme.

Based on this, az part of the People Flan
Programme, Diistrict Panchayat, Kezhikode had
decided to pet the help of Kerala State Electricity
Board to implement a Hydel Project in Kozhikode
Dristrict, The Kerala State Electricity Board in their
Tetter No, SHPO8/Panchayat/1 16 dated 30-6-1998,
intimated the poszible Hydel Projects for
implementation by the panchayals. The Board
alsv agreed to carry out the project wark on
department work basis if approved by the
panchayat. Later a meeting was conventd by the
panchayat with Kerala Siate Electricity Board
officials to decide on the project which is viable
and can be executed without much diffically,
During the meeting the consensus was for
Arippara Small Hyde) Project. The panchayat in
their decision No. S0/98 dated 13-10-1998 decided
to implement the Arippara Small Hydel Project
with the help of Kerala State Electricty Board on
department work basis. & provision of Rs. 41.28
lakhs was made for taking up the work and
included it the Annual Plan.
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The matter was raferred to povernment of Kerala
and obeained allocation of the project vide GO
(Bt.) 739%PD dated, 17-3-199%. The Kerala State
Electricily Board, also approved the
implementalion of the project by the panchayat,
vide B.O.No.72%/99 (TC-5- 1088599) dated
26-3-1999. The Board also gave concorrence 10
exccute the project works on deposit and
permitted the panchayal to remit Rs. 200 lakhs
with the Board as the 1si instalment vide
B No. 772/90 (TC 5-1536/09) dated 31-3-1999.

The representatives of the Kerala State Elecmicity
Roard during the discussion informed that the
project can be completed within 24 months, The
provision of Rs. 41.28 lakhs appeared to be
insufficiert compated 1o the progress that would
have acheived had the works were progressed as
planned. The approval to the DPR was 1o be
received by May/Fune 1999 and further works
were (0 follow. The panchayat could ool have met
the demand from the Board for further fonds, at
that time, afer completing all formalitics.
Congidering all theze factors, the panchayat with
its earnest desire to complete the project within
24 months, decided to remit Rs, 200 lakhs as
approved by the Board, diverting funds from
olher projects.

" Later due 10 various lechnical and adminstrative

problems the Kerala State Electricity Board could
not complete finalisation and appraval of the
detailed project report, as agreed. The Board had
rejected the DPR preparcd by the Chief Engineer
twice for technical reason. Finally 1be Board had
given appraval vide Order No. B.O.1698/2000
{TC 5-1536/99) dated 6-7-2000. The approved DFR
was received vide Letter No. SHDPR/ARIP dared
26-7-2000 from chief Engineer, Kerala State
Electricity Board.

Furiher, the Board during its meeting on 25-7-2000
informed that the agreements for constructing the
wark on contract basis and PPA for perchase of
general power by the Board will be executed
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{ii)

Non-Implementation
of elecirificabon
schemes 1 SCAST

" Colonies

Preliminary works for the tand acquisition has
already been completed by the panchayat. Total
cosk for the project come to 13 crores tupacs. for
raising the fund, panchayat has aleeady discussed
with financial agencies. Since the financial
agencics demand high rate of interest, panchayat
is oot in a pogition 1o raise the fund. Now this
matler it being examined by government im
consultadion with ANERT, EMC, eic.

The District Panchayat, Kozhikode bad taken op
the schemne of Rural Elecirificaiton under Peoples
Planning Programme. Since it seems highly
beneficial for the poor in remote areas of the
district. The Kerala State Electricity Boeard
farmulated the peoples participation scheme in
keeping the view in mind. As per the provisions
of the scheme the enlire amount of Rural
Electrification works are to be deposited in
advance to Kerala Stale Electricity Board. The
Dvistreit Panchayat had prepared project for Raral
Eleetrification under Peoples Plan for the year
1997-98 and the same was approved by the
District Plapning Committee on 26-6-1998. The
District Panchayat rermitted Rs. 1,59.92 227 o the
Ferala State Electricily Board.

The execution of the electrificaiton projects are 1o
be done by the Kerala State Electricity Board.
Arcording to the latest report fom Board Officials
48 works have been completed. So (ar and the
remaining works will be compieted immediate]y.
Full amount of the cost of poles have been
refunded to Panchayat by the Kerala State
Electricity Board. The point mentioned in the
Audit is a single case rejated 10 Executive
Engineer, Kevata State Eleciricity Board, Vatakara
and the balance amount refunded to the
panchayat since now.
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STATEMENT OF ACTION TAKEN ON THE AUDIT PARA CONTAINED IN
THE C&AG REPORT (CIVIL) FOR THE YEAR ENDED 31-3-2000

Name of the department : LOCAL SEILF GOVERNMENT (PA) DEPARTMENT

Parapraph
M No. and Action taken
Audit Para
(1} @ N
L 17 The anrual plan of the District Panchayat for the
Setting wp of a year 1997-98 provided a totzl amount of Rs. 450
Mini Industrial lakhs for the establishment of an Industrial Estate.
Estate in - An amount of Re. 49.06 lakks was provided for
Kozhikode District  implementation of the project and administrative
Panchayat . sanction was accorded during the year. Duoring

the vear 19%5-99 an amount of Rs. 83 lakhs was
alze provided. it was decided 10 acquite the land
for the purpose by acgquisition proceedings on
the basis of legal opinien. The District Panchayat
decided 1o establish the proposed industrial
estate in Nalialam Panchayat and a Tiust was
constiteted and registered in February 1998
namely KOZPIN {Kozhikede Zilla Panchayat
Industrial Trsst) For this purpose. The amount
allotted for the implementation of the project was
deposited at the Disirict Treasury, Kozhikode in
TSB Account No. 4405 in the name of the
KOZPIN Trust.

Dhurmg the andit of the District Panchayat for the
period 1997-98 and 1998.99, the Deputy
Accountant General has poinled out certain
abjections regarding the formation of the Trust
for the implementation of the project, stating that
the formation of a Trost is unnecessary in view
of the fact that “establizshment of indusirial
estates is included as item 3 under amal! scale
tndustries” below B secterwise responsibilitics in
the 5th schedule i the Kerala Panchayat Raj Act
1964, :
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In consideration of the objections, the District
Panchayat vide resolution No.682031(1) in their
meeling held on 25-5-2001 has resalved 10
dissolve the KOZPIN Trust and 1o transfer all the
assets and liabibities to District Panchayat and
also to implement the project throngh the District
Penchayat. Accordingly as per order No. P3-573f
08 dated 31-10-2001 of the Secretary, District
Panchayat, the KOZPIN Trust was dissolved.

The amount of Re. 65.74 lakhs {incinding inlerest)
kept in the accounis of the Kozhikode Zilla
Panchayat Indusirial Trost (KOZPIN) has been

ransferred 1o District Panchayat General PD

Accounl by chelan No. 2453 dated 30-3-2001,
even before dissolving the Trust, considering the
cbjectons raised in the aundit.
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STATEMENT OF ACTION TAKEN ON THE AUTHT PARA CONTAINED IN
THE C&AC REPORT (CIVIL) FOR THE YEAR ENDED 315t MARCH 2001

Mame of the deparment : LOCAL SELF GOVERNMENT (PA) DEFARTMENT

Para No. and
Apdir Para

Action taken

{1

@

T.18

up of funds

Avoeidable locking

In the annual plan for §997-98 the Ddistrict
Panchayat Kanour vide Resolution No. 4198-99 (1)
dated L5-6-1998 has approved the Hydro Eleciric
Project  in Haritheerthakkara waterfalls of the Kankol
Alapadampy Grama Panchoyat and allotted Rs, 40
lakhs for the putpose. The District Planning
Comminee also approved the project on 20-6-1998,
The District Panchayat as per Resolution No. 59/03-99
dated 18-6-1998 decided (o enirust the
implementation of the praject as deposit work 1o the
Kerala State Electricity Board. Accoerdingly an
amount of Rs. 40 lakhs was sanctioned to the Kerala
State Electricity Board vide order No. A2/227/08
dated 27-6-1998 and the amount was deposited with
the Kerala State Blectricity Board vide B.D.
No. 3680372000 16 dated 29-6-1998 of the Siate Bank .

of India, Kannr.

But, as sugpgestcd in the meeting, held at the
chamber of Minister for Electricity, to undertake
projccts having higher productivity, the theh
President of the District Panchayar agreed to take
up such projects and came lo 2 consencus for
taking up the Adkkathodu Mini Hydre Electric
Project at Kelakam Grama Panchayat.

But when the issue was discussed mn the District
Panchayat mecling held on 17-10-1998 the
representatives of the Kerala State Electricity Board
recommended the Kalanki, Chathamala Mim Hydro
Electric Projects in addition to the Adakkathodu
Mini Hydre Electric Project. On the basis of this
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recommendation, the District Panchayat vide
resofution No.141/98-99 dated 17-10-1998 decided i~
take vp the Kalanki Mini Hydro Eleciric Project,
being the lesser cxpensive one. The docision was
intimared to the Kermla State Elecicity Board vide
letter Mo, A2-2271/98 dated 12-1t-1098 and requesied
to prepare a detaited Project Repon: on the proposed
new scheme. Since there was no response from
Kerala Scate Electicity Board even after & months,
the Distmct Paochayat vide resolution Wo. 102/59-
2000 dated 20-7-1999 resolved to ahandon the project
in toto aod to direct the Kerala Stare Electricity
Board to refimd the deposit of Rs. 40 lakhs.

The District Panchayat Commibtee intimated s
decision vo the Kerala State Electricity Board and
requested to refund the deposit vide letter No A2/
227198 dated 22-7-1999. But by this time the Kerala
State Electricity Board had prepared the detailed

. Project Report and charged Rs. 3,16,000 1owards

preparation cost of the detailed Froject Report.

Though the Kerala State Electricity Board has
requested to refund the entire amount of Rs. 40
lakhs the Kerala Stste Electricity Board has
refunded Rs. 26,584,000} only to the Kannur District
Fanchayat vide cheque Mo, 102965 dated 9-5-2003 of
the State Bank of Travancore, retaining Rs. 3,16,000
towards charges for preparation of Detailed Project

Repot.




