





_ Chapter-II Performance Audit

2.1 Introduction

Government of India (Gol) introduced (January 2007) BRGF programme for 11
five year plan period (2007-12) to mitigate regional imbalances, contribute
towards poverty alleviation in backward districts and promote accountable and
responsive local governance and to provide resources for supplementing and
converging existing developmental inflows into identified 34 backward districts®
of the State. Rashtriya Sam Vikas Yojna (RSVY) implemented earlier in 21
districts of the State was subsumed in the programme and later it was decided to
implement the BRGF programme in the remaining 13 districts’ from the year
2006-07. BRGF consists of two funding windows- (i) The Capability Building
Fund for building up capacity in Panchayats to prepare, implement and monitor
the participatory plans as per their needs, and (ii) The Developmental untied
grants to bridge critical gaps in local infrastructure and other development
requirements of backward regions. Integrated development was to commence
with each district undertaking a diagnostic study of backwardness by conducting a
baseline survey followed by preparing participatory district development
perspective plans ensuring peoples' participation. Support of professionals and
outsourcing was allowed. The integrated district plans were to be prepared
through participatory planning from grassroot level to district level, ensuring the

inclusion of sub-plans of SC/ST.
2.2 Organisational Setup

Panchayati Raj Department (PR Department) was designated as the Nodal
Department at State Level to implement the BRGF programme in the State. A
High-Powered Committee (HPC) headed by the Chief Secretary and a Project
Management Unit (PMU) headed by a Project Director of PR Department had

been constituted at State Level for approving, managing, monitoring and

¢ Shown in Appendix 1.1.

" Ambedkar Nagar, Badaun, Bahraich, Balrampur, Basti, Etah, Farrukhabad, Gonda, Lakhimpur- kheri, Maharajganj,
Santkabir Nagar, Shrawasti and Siddharth Nagar.
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evaluating the projects proposed by District Planning Committees (DPCs).
District Project Management Units (DPMU) at district level have been constituted
(August, 2009) consisting of, inter- alia, Chief Development Officer as President
and Apar Mukhya Adhikari of concerned Zila Panchayat (ZP) as Member-
Secretary to submit the plans and to manage and monitor the projects. Zila
Panchayat at district level, Kshetra Panchayats (KP) at intermediate level and
Gram Panchayats (GP) at Gram level were the executing agencies of the

programme.

2.3.  Audit Objectives

Audit objectives of the performance audit were to assess whether:

» Planning for selection of backward districts and projects was based on reliable
data and as per the Gol Guidelines for BRGF programme (guidelines);

» The allocation and releases of funds by Gol were in accordance with the
provision of Guidelines and timely transfer of funds to PRIs and utilization
thereof was in accordance with relevant financial rules;

» The projects were executed as approved by HPC, by the selected/nominated
executing agency as prescribed in the Guidelines;

» The monitoring system existed at various levels and was functioning

effectively.

2.4. Scope of audit and methodology

The performance review covered a period from 2006-07 to 2009-10. Records of the
PR Department and of PMU at State Level, nine ZPs out of 34 BRGF districts
selected on PPSWOR sampling method, two KPs in each selected district, selected
on SRSWOR sampling method and concerned executing agencies at district level
were scrutinized. The selection of works for scrutiny was made on the basis of
highest expenditure incurred. The State Government (the Government) accepted the
selection of ZPs and KPs along with audit criteria and audit objectives in the Entry

Conference (June 2010). Audit observations were communicated to the

8 Gorakhpur, Jaunpur, Hardoi, Kushinagar, Lakhimpur-Kheri, Pratapgarh, Shrawasti, Sitapur and Sonebhadra.
i Badhulgunj, Belghat, Chopan, Harpalpur, Jamunaha, Khairabad, Kunda, Machlisaher, Nibuya-Naurangia, Parsandi,
Phool-Behar, Pratapgarh Sadar, Ramiya-Behar, Ramkola, Rampur, Robertsgunj, Sandila and Sirasiya.
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Government (November 2010). Facts and figures verified and audit observations

were accepted by the Government in Exit Conference (December 2010).

Audit Findings

2.5. Planning

2.5.1 Delay in preparation of perspective plans

As per the Guidelines, BRGF programme was to commence with each selected
district undertaking a diagnostic study of its backwardness which would include a
base-line survey followed by preparing a well conceived district development
perspective plan (PP) covering period of 11" Five Year Plan and annual plan for
the year 2008-09 to redress the backwardness. These plans would be prepared
with the assistance of Technical Support Institutions (TSI). Scrutiny of records in
PMU revealed that Gol assigned the work of preparing these Plans to five
different agencies in October 2007. The Government issued work orders to
Agricultural Finance Corporation Limited Lucknow (AFC) in June 2009 for 14
districts'® and again in September 2009 for 11 districts'' with the stipulated date
of completion of work by October 2009 and assigned the responsibility to prepare
annual plans for 2007-08 by March, 2008 and for the year 2008-09 by October
2009 along with preparation of PPs after delay of 19 to 22 months from their
engagement by Gol. However, the PPs for 25 districts were prepared by AFC by
March 2010. In case of remaining nine districts, preparation of perspective plans

was not assigned to any TSI as of June 2010.

As a result, Annual District Plans of 34 districts for ¥1306.99 crore were

approved by HPC without perspective plans as detailed below:

!9 Badaun, Barabanki, Basti, Etah, Farrukhabad, Fatehpur, Gonda, Jalaun, Jaunpur, Kaushambi, Lakhimpur Kheri,
Maharajganj, Sant Kabir Nagar and Siddharthnagar.
"' Ambedkarnagar, Azamgarh, Baharaich, Balrampur, Chandauli, Lalitpur, Mirzapur, Pratapgarh, Shrawasti, Sitapur and

Sonebhadra.
[18]
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Table 1: Annual District Plans

Year Month of approval by HPC Total Amount of annual Plan(% in crore)
2007-08 July-September, 2008 629.56
2008-09 August-September, 2009 677.43

On being pointed out, PMU stated (July 2010) that no agency except AFC
turned-up to perform the job and consequently AFC was entrusted the job for 25
districts. Thus, the delay in assigning the job to AFC was partly due to not turning
up of other TSIs and partly due to delay in taking decision by the Government.
However, most of the projects for critical gaps mentioned in the reports of AFC
like construction of milk collection centres, rain water harvesting, disaster

management, etc. were not included in the plans approved by the HPC.

2.5.2 People’s participation in preparing perspective plans not assured.

The Guidelines provided for people’s participation in preparation of PPs and it
was included in Terms of Reference (TOR) in the MoU signed between the
Government and AFC. Scrutiny of the PPs revealed that there was no mention as

to how the AFC offered and received the people’s participation.

On being pointed out, Apar Mukhya Adhikaris (AMAs) of test-checked six ZPs'?
stated (June-July 2010) that they were not aware of any survey conducted and
they were also not consulted with. However, the Government assured (December
2010) that AFC would be directed to maintain records while offering people’s

participation.
2.5.3 Critical gaps not prioritized

The Guidelines provided for preparation of district PPs and addressing specific
district-wise priorities identified in the districts and the projects under the
programme were to be taken up accordingly. TOR in the MoU signed with AFC

did not include the issue for prioritization of identified critical gaps and priority in

12 Jaunpur, Lakhimpur-Kheri, Pratapgarh, Shrawasti, Sitapur and Sonebhadra.
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identified critical gaps was not indicated in PPs prepared for the six'’ BRGF
districts out of nine test-checked. Thus, the provision of the guidelines to
prioritize the identified critical gaps in a district addressing specific requirements

was not adhered.

2.5.4 Delay in constitution of District Planning Committees

As per the Guidelines, Annual District Plan should be recommended by the DPCs
of the concerned districts constituted as per Artcle 243ZD of the Constitution of
India and approved by the HPC before submission to MoPR for release of funds.
DPCs were not in existence in the State till May 2008 and I 510.28 crore
allocated for the year 2006-07 was not released by Gol and first installment of the
grant ¥ 541.74 crore against the work plan for the year 2007-08 was released
during 2008-09. Thus, delay in constitution of DPCs resulted in lapse of funds
allocated for the year 2006-07 and delayed receipt of funds for the year 2007-08

by the Government from Gol.

On being pointed out, Project Director, PMU accepted (July 2010) that due to
delay in constitution of DPCs, the district plans for the year 2006-07 could not be
prepared and plans for the year 2007-08 were delayed. Thus, the Government was
unable to get and utilize BRGF grants due to lack in planning.

2.5.5 Non-preparation of sub-plans for Schedule Castes and Schedule
Tribes

The Guidelines provided for preparation of sub-plans for Schedule Castes and
Schedule Tribes (SCs/STs) in proportion to their population in the district.
Scrutiny of the records of test checked ZPs and KPs, revealed that no sub-plans
for SCs/STs were prepared by PRIs. The annual plans for the year 2007-08 were
approved without sub-plans for SCs/STs, in the third and fourth meeting held on
15-9-2008 and 9-1-2009 respectively which were also attended by representative
of MoPR. Thus, SCs/STs were deprived of the benefits of the BRGF grants.

13 Jaunpur, Lakhimpur-Kheri, Pratapgarh, Shrawasti, Sitapur and Sonebhadra
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On being pointed out, the ZPs and KPs stated (June-July 2010) that sub-plans for
SC/STs were not prepared separately. Thus the guidelines regarding preparation
of sub-plans for SCs/STs were not adhered to up to the year 2009-10.

2.6. Financial Management

The year wise allocation / release and utilization'* of BRGF funds to the State was

as follow:
Table 2: Financial position of BRGF grant (2006-10)

R in crore)

Sl Year Funding window Allocation |Release | Utilization | Funds not
No. released/Short

released

1. |2006-07 | Capability Building Fund 34.00 0.00 0.00 34.00
Development Grant 476.28 0.00 0.00 476.28
2. |2007-08 | Capability Building Fund 34.00| 25.30 21.20 8.70
Development Grant 602.09 3.40 0.50 598.69
3. |2008-09 | Capability Building Fund 34.00 0.00 0.00 34.00
Development Grant 602.09| 541.74 433.32 60.35
4. |2009-10 | Capability Building Fund 34.00| 20.26 0.00 13.74
Development Grant 602.00| 27011 625 66! 42.48
Total 2418.55 | 1150.31 1080.68 1268.24

2.6.1 Financial Position

The 34 BRGF districts were entitled to receive a total sum of ¥ 476.28 crore for
the year 2006-07 and X 602.09 crore per annum for the year 2007-08 and onwards
and grants were to be released by MoPR against their approved annual work
plans. The first installment for ¥ 541.74 crore against the year 2007-08, was
released by MoPR during 2008-09. The second installment for 2007-08 and grants
against entitlement of 2006-07 and 2008-09 were not released as the criteria for
creating necessary planning/infrastructure (constitution of DPC in each district,

mechanism for bank transfer of funds to PRI accounts directly etc.) for

' Allocation and release pertains to 34 BRGF districts for PRIs and ULBs both.
13 Utilization in this year included the balance of ¥ 108.42 crore of 2008-09.
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implementation of the programme and submission of utilization certificate by the
Government was not fulfilled.

Thus, the Government was unable to receive a sum of ¥ 1268.24 crore (52.44 per
cent of the allocation) against the allocation of I 2418.55 crore during the period
2006-10 under the programme and could utilize only I 1080.68 crore (94 per cent
of the amount received) out of the total amount received ¥ 1150.31 crore. As such
the objective of reducing regional imbalances in the development and to bridge
the critical gaps could be achieved partly.

On being pointed out the Project Director, PMU accepted (July 2010) that due to
delay in constitution of DPCs at district level and that the basic infrastructures for
implementation of the programme being under preparation, the receipt of grants

were delayed.

2.6.2 Non-adherence to prescribed Fund Flow Mechanism

BRGF consists of two funding windows (i) Capability Building Fund and
(i1) Untied Development Grants. Each BRGF district would receive ¥ one crore
per district per annum as Capability Building Fund. The Untied Development
Grants were to be distributed among the districts as a fixed minimum amount of
% 10 crore per annum per district and the balance allocation was to be distributed
on the basis of the ratio of population and area of the districts to the total
population and area of BRGF districts. The Government was to indicate the
normative formula for inter-se allocation of BRGF grants to each panchayat
within the district. It decided to distribute the funds in the ratio of 20:80 between
ULBs and PRIs respectively whereas the share of three tiers of PRIs in the district
was to be distributed in the ratio of 70:10:20 to GPs, KPs and ZPs respectively.

Gol released ¥ 559.61crore during 2009-10 out of which the Government released
% 494.39 crore to PRIs against their due share of I 447.67crore diverting ¥ 46.72
crore of ULBs share to ZPs. Further, ¥ 28.07 crore of KPs and ¥ 28.96 crore of
GPs share were also diverted to ZPs resulting in short release of funds to ULBs,

KPs and GPs as detailed in Appendix-2.1. The appendix shows that five ZPs were
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short released by ¥ 4.69 crore and remaining 29 ZPs were released ¥ 108.44 crore

in excess of their due share.

Thus, the prescribed normative formula for inter-se allocation between the ULBs
and PRIs as well as within the PRIs was not adhered to and the objective of the
programme to reduce imbalances within different panchayats in a district was not

fulfilled.

2.6.3 Undisbursed funds with District Panchayati Raj Officers

The guidelines provided for transfer of funds directly into the accounts of the
panchayats using mechanism of bank transfer. The Government instead of
transferring the funds directly into the accounts of the panchayats, designated
DPROs as District Nodal Agency (DNA) for 2007-08 and AMAs of respective
ZPs (May 2009) from 2008-09 onwards for transferring the sanctioned amounts to
concerned panchayats. Thus, transferring of funds through DNAs to panchayats
was irregular which also caused delay in transfer of the funds.

Records of DPROs of six out of nine test-checked districts revealed that I 1.36

crore were lying with them undisbursed as of July 2010 as detailed below:

Table-3: Amount lying undisbursed with DPROs

(X in lakh)
SL Amount lying idle with DPROs
No. | Name of district Amount of BRGF grants | Amount of interest | Total
undisbursed received

L. Hardoi 00.00 12.17 | 12.17
2. Lakhimpur-kheri 00.00 10.95 | 10.95
3. Sonebhadra 00.00 18.19 | 18.19
4. Gorakhpur 00.00 11.57 | 11.57
S. Kushinagar 00.00 33.92 | 33.92
6. Pratapgarh 42.75 6.62 | 49.37

Total 42.75 93.42 | 136.17

On being pointed concerned DPROs stated (July 2010) that there were no
directions from the Government to transfer the funds and the same were lying
with them. Thus, the Government failed to issue directions to DPROs for transfer

of funds and ¥ 1.36 crore was lying idle for more than 13 months.
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2.6.4 Non realization of interest on BRGF grants

Records of DPRO, Sitapur revealed that BRGF grant of ¥16.68 crore was
deposited in a saving account in Lucknow Kshetriya Gramin Bank, Sitapur for the
period from 02.01.2009 to 28.02.2009, but the interest accrued at the rate of 3.5

per cent per annum amounting to I 9.73 lakh was not credited to the account.

On being pointed out, DPRO stated (July 2010) that the matter was taken up with
the bank.

2.6.5 Non-maintenance of separate cash book for BRGF grant

The provision of the Guidelines to maintain separate cash book for BRGF grants
was not adhered to in all the test checked 18 KPs and ZP Kushinagar out of test
checked nine ZPs. However, the units assured (July 2010) in their reply to

maintain separate cash book from the next financial year.

28 Implementation

2.7.1 Creation of liability of interest for ¥ 5.84 crore due to delay in
transfer of funds to PRIs.

The Guidelines provided for payment of interests at RBI penal rates for delay in
depositing funds into PRIs bank accounts beyond 15 days from the date of release
by Gol.

Records of the nine districts test-checked revealed that the Government took more
than 15 days in transferring grants as the funds were routed through DNAs and
they took a period of 15 days to 12 months in transferring the grants to the
concerned PRIs. Due to delay in transferring the funds at PMU and DNA level,
the Government was liable to pay a sum of ¥ 5.84 crore (nine test-checked
districts) as penal interest @ 11.75 per cent per annum to concerned Panchayats

as detailed in Appendix-2.2.

On being pointed out, PMU stated (July 2010) that the bank account numbers of

district nodal agencies (AMA of the concerned ZP) had now been obtained and
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bank transfer of funds would be operated from the year 2010-11. Thus, even after
four years of implementation of the programme, the Government was not able to
operate the bank transfer mechanism and provide the funds directly into the

concerned Panchayat’s bank account.
2.7.2  Loss of interest for ¥ 32.24 lakh on BRGF grants

DPROs Shrawasti and Jaunpur received ¥ 10.84 crore and ¥ 16.28 crore on
11.12.2008 and 30.01.2009 respectively. DPRO Shrawasti deposited the funds
into personal ledger account (PLA) of District Rural Development Agency and
DPRO Jaunpur deposited the funds into sundry bank accounts in Union Bank of
India, Jaunpur. DPRO Shrawasti disbursed the funds during the period from
30.05.2009 to 26.09.2009 to concerned panchayats where as DPRO Jaunpur
disbursed ¥ 2.93 crore on 24.03.2009 and balance amount I 13.35 crore from
30.05.2009 to 03.06.2009 resulting in loss of interest amounting to I 32.24 lakh

(at the rate of 3.5 per cent per annum).

On being pointed out, DPRO, Shrawasti stated (August 2010) that the funds were
deposited into PLA by orders of the District Magistrate whereas DPRO, Jaunpur
stated (August, 2010) that the funds were deposited into sundry bank accounts
pending final disbursement. Thus, due to non-adhering to the Guidelines there

was a loss of interest for ¥ 32.24 lakh on BRGF grants.
2.7.3 Capability Building programmes not implemented

The Government was required to prepare a comprehensive capability building
programme to impart training to all stakeholders so that they might be able to
prepare plans, ensure their implementation and monitoring. There was provision
for release of ¥ 136.00 crore to 34 BRGF district @ ¥1.00 crore per district per
annum for the purpose during the period 2006-10 by MoPR. The annual plans
prepared by PMU for capability building were not in accordance with the
Guidelines of National Capability Building Framework (NCBF), as such the
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Government received only I 45.56 crore as of July 2010. Out of these funds, the
State Government released (July 2010) only ¥ 25.30 crore to the concerned
districts. However, the PMU sent the action plan for ¥ 86.96 crore to the MoPR in
December, 2009 but the balance amount was not released by Gol to the
Government as of July, 2010. Thus, the Government failed to get the amounts
assigned to them in full for capability building and could utilize partially the

amount received.

In reply PMU stated (July 2010) that correspondence for release of balance

amounts was being made.

2.7.4 Undue transfer of ¥ 12.68 crore and avoidable expenditure of ¥ 38.54
crore

Guidelines provided for deciding the implementing agencies by DPCs. In spite of
DPCs, the Government itself nominated the executing agencies (UPPCL,
UPSKNN and Rural Engineering Services (RES)) for execution of works
assigned to them. Scrutiny of the records (June - July 2010) of PMU, test-checked
ZPs/KPs and EAs revealed that roads, bridges, drains, check dams, rapta, GP
Sachivalay etc. were being constructed by ZPs. Roads, bridges, drains Resource
Centers (RCs) etc. by KPs and GP Sachivalay, roads, Anganwadi Centers etc. by
EAs (UPPCL, UPSKNN and RES).

The Government did not look at for minimum construction costs of GP
Sachivalayas and did not strive for lowest competitive rates and assigned the
work to UPPCL and UPSKNN at the cost of I 14.72 lakh per Sachivalay as
decided by the Government. UPPCL and UPSKNNL were entrusted for
construction of 1893 and 546 GP Sachivalayas respectively. An amount of
% 252.57 crore (X 189.38crore to UPPCL and % 63.19 crore to UPSKNNL) was
paid (March 2010) to them without signing MoU or determining the time
schedule for completion of the work. The cost ¥ 14.72 lakh for one GP
Sachivalay, included Service Tax ¥ 0.52 lakh and centage charges I 1.58 lakh

@ 12.5 per cent. As such, total amount of service tax ¥ 12.68 crore for the
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construction of 2439 GP Sachivalay was paid to EAs, whereas para-28.3-3 of
Finance Act 2005 exempts Government buildings or civil construction for office
purposes or for providing civic amenities from levy of Service Tax. The total
amount of centage charges paid to EAs was ¥ 38.54 crore whereas, ZPs being the
part of PRIs did not claim centage charges. Thus, a sum of ¥ 12.68 crore paid as
service tax to EAs was undue, whereas, ¥ 38.54 crore paid to EAs as centage

charges was avoidable if these works would have assigned to ZPs.

On being pointed out, the EAs stated (August 2010) that Service Tax had not yet
been deposited and action would be taken after consultation with service tax
advisor. Further, the Project Director, PMU also assured (December 2010) that
the amounts paid to executing agencies as service tax will be adjusted in future
transactions. Thus, there was an undue transfer of ¥ 12.68 crore as service tax to

EAs while X 38.54 crore paid as centage charge was avoidable.

2.7.5 Cost over-run for ¥ 97.07 crore due to slow progress in construction
of Gram Panchayat Sachivalayas by Executive Agencies.

Scrutiny of records of PMU (July 2010) and district annual plans revealed that for
the year 2007-08 the cost of construction of one GP Sachivalay was % 10.74 lakh
which escalated to ¥ 14.72 lakh in July 2009. As such cost had already escalated
at planning stage by ¥ 97.07 crore for 2439 GP Sachivalayas. Construction of
Sachivalayas was entrusted (July — September 2010) to UPPCL (1893 units) and
UPSKNN (546 units) without making provision for supervision by GPs, in
violation of Guidelines which resulted in slow progress of construction by EAs.
Further, in 653 cases for which I 96.12 crore were transferred to EAs, land was
not provided (July 2010) whereas, construction of 77 GP Sachivalay for X 11.33
crore was not started (July 2010) by UPSKNN even after the availability of land.

Thus, the delayed planning and execution of the work resulted in cost and time
overrun and also the objective of the programme to make PRIs capable of
planning, implementation and monitoring of the projects as per their local felt

needs was ignored.
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2.7.6 Execution of other projects in place of the projects approved by the
High Powered Committee

Scrutiny of the records of ZP Jaunpur, ZP Lakhimpur-Kheri, KP Ramia-Behar of
district Kheri and KP Robertsganj of district Sonebhadra revealed that the funds
sanctioned for projects approved by HPC were diverted to other projects without

prior sanction of competent authority as detailed below:

» Scrutiny of records of ZP, Jaunpur revealed (June 2010) that a sum of ¥ 22.00
lakh was sanctioned (September 2008) by HPC for Solar Power Electrification
in district hospital, Jaunpur but in place, a road was being constructed without
prior sanction of HPC. On being pointed out, AMA, ZP Jaunpur accepted
(June 2010) the facts.

» Scrutiny of records of ZP Lakhimpur-kheri revealed that construction of
‘kharanja’ road in KP Phul-behar from Narhar Bandha to Rampurva was
sanctioned for ¥ 7.00 lakh. After six months of issuing the work order
(January 2009), Junior Engineer in- charge reported (July 2009) that a bridge
and road constructed by Public Works Department (PWD) in the previous
year was washed away in floods and the inhabitants were bound to escape
from the locality and construction of the road was not feasible. In place of
sanctioned road, another road from Nighasan road to village Sarva in KP Phul
Behar was constructed with an expenditure of ¥ 9.13 lakh without prior
sanction of HPC.

On being pointed out, AMA, ZP Lakhimpur-kheri accepted (April 2010) the facts

in their reply. Thus, initially the project was proposed and approved without

survey and the amount was being utilized on another work without prior sanction

of HPC.
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» Scrutiny of the records of KP Ramia-Behar district Lakhimpur-kheri and KP
Robertsgunj, district Sonebhadra revealed that a sum of ¥ 2.80 lakh each was
sanctioned for construction of RCs by HPC as per approved work plans, but
the same were not constructed. Instead, the amounts were expended on
construction of a Rapta and Pramukh Kaksha respectively by approval of KP
without prior sanction of HPC. On being pointed out, KP Ramia-Behar stated
(July 2010) that community hall was being used as RC whereas KP
Robertsganj did not furnish reply. Thus, the funds sanctioned by HPC were

utilized on other projects without prior sanctions of competent authority.

2.7.7 Incomplete Resource Centres

The Guidelines provided for construction of a Resource centre (RC) at each KP
for technical assistance/support to PRIs for decentralized planning,
implementation and monitoring. Scrutiny of records of test-checked nine ZPs
revealed that 116 numbers of RCs were sanctioned (July-September 2008) by
HPC. The sanctioned cost I 6.91 lakh included I 2.80 lakh from BRGF
Capability Grant and X 4.11 lakh was to be met out from other sources. Scrutiny
of progress report of March 2010 provided by PMU revealed that, out of 116
sanctioned RCs, 45 RCs were completed, 45 were under progress and work on

remaining 26 RCs was not even started. Thus, the progress was slow.

Further scrutiny revealed that construction of RCs in KP Kunda, district
Pratapgarh and KPs Barhalganj and Belghat of district Gorakhpur was in progress
(June-July 2010) whereas, they were shown completed (March 2010) in the
progress report produced by PMU.

On being pointed out, test-checked KPs stated (June-July 2010) that work was
under progress whereas, for incorrect reporting, AMAs (district nodal agencies)
replied (August, 2010) that the enquiry would be conducted. Thus, non-adhering
to the provisions of the Guidelines for providing one RC at each KP resulted in

lack of technical assistance/support to PRIs.
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2.8. Internal Control and Monitoring

2.8.1 Failure to conduct Physical and Financial audit

Guidelines provided for physical and financial audit of works under BRGF
programme at the end of each financial year regularly in each district, either by
Local Fund Auditors or by Chartered Accountants. The report of such audit was
required to be submitted along with the proposal for release of second installment

of funds.

Scrutiny of records of ZP Hardoi and 14 KPs'® revealed that prescribed annual

audit was not carried out.

In reply, AMA Hardoi stated (July 2010) that action was being taken to conduct
the audit and Block Development Officers of KPs stated (May-July 2010) that

audit could not be conducted as there was no provision of fund for audit.

2.8.2 Non-constitution of Review Committees

A Review Committee chaired by chairperson of ZP and chairpersons of KPs and
ULBs in the district were to be constituted in each district to examine the peer
review reports on the progress of the works to be prepared by Panchayats.
Scrutiny of records of test-checked ZPs, KPs and PMU, revealed that neither peer
reviews were prepared by concerned Panchayats nor were District Review

Committees constituted.

On being pointed out, ZPs and KPs admitted the fact (May-July 2010) while PMU
did not furnish reply (July 2010).

2.8.3 Quality Monitoring System was not instituted

The Guidelines provided that a quality monitoring system shall be instituted in
order to maintain quality of works executed under the programme and HPC was

also required to review regularly the working of monitoring system instituted to

' Badhulgunj, Belghat, Chopan, Harpalpur, Jamunaha, Khairabad, Machlisaher, Parsandi, Phool-Behar, Ramiya-
Behar,Rampur, Robertsgunj, Sandila and Sirasiya.
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maintain quality of works executed under BRGF programme. However, the
Government did not create (July 2010) monitoring system and the question for

review of the system by HPC did not arise.

On being pointed out, test-checked ZPs and KPs admitted the fact.

2.8.4 Failure to conduct social audit

The Government was to issue guidelines on social audit of projects by Gram and
Ward Sabhas in rural areas. The process followed was to be the same as
prescribed in the guidelines of MNREGA. Scrutiny of records of test-checked ZPs
and KPs revealed that no social audit was being conducted. Project Director PMU
stated (August, 2010) that no guideline for social audit has been issued. Thus, the

provisions of the Guidelines for conducting social audit were not adhered to.

Due to failure of implementing such audit, proper utilization of funds and quality

of execution of projects as approved by HPC was not ensured.

2.9. Conclusion

The Performance Audit disclosed that the Government could not prepare
perspective plans in time and there was delay in constitution of DPCs. Due to
delay in providing basic infrastructure for implementation of the programme and
inability of the Government to prepare comprehensive capability building
programme in accordance with the guidelines of NCBF grants for ¥ 1268.24 crore
against the allocation of I 2418.55 crore could not be received during the period
2006-10. The Government failed to transfer the BRGF grants directly into
panchayats accounts within 15 days of their release from Gol, creating liability of
interest for ¥ 5.84 crore in the test-checked nine districts. The Government did not
adhere to the normative formula adopted for inter-se allocation of grants within a
district and within PRIs and transferred I 103.75 crore in excess to the ZPs from
the shares of ULBs, KPs and GPs. The Government nominated the EAs for
construction of GP Sachivalayas without striving for lowest competitive rates. It

transferred I 12.68 crore as service tax which was not payable and incurred
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avoidable expenditure of ¥ 38.54 crore as centage charges. The provisions of the
Guidelines to conduct physical and financial audit for each financial year
regularly, constitution of review committees in each district, instituting quality
monitoring system and issuing guidelines for social audit were not adhered to.

Thus, effective internal control and monitoring was not ensured.
2.10. Recommendations

> Integrated participatory perspective plans for each BRGF district may be
prepared and timeline for approval and implementation of district plans
may be determined and adhered to and timely execution of projects may

be ensured;

> Funds released by Gol may be transferred directly into the bank accounts
of concerned panchayats by the Government within 15 days of their

release;

> Sharing of funds between ULBs and PRIs and within PRIs should be

according to the adopted normative formula; and

> Effective internal control and monitoring system for the programme
should be adhered to at each level and system for evaluation may be

introduced.

The matter was referred to the Government (November 2010); reply was awaited

(May 2011).



