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0.0.No.L- 11033/6/2016-RE.VII
July 08, 2016.

Dear Shri Hegde,

9
As you are aware, the Ministry of Rural Development initiated a test audit of the
: social Audits conducted by the State Social Audit Unit. The test audit has been
completed by CWEPA Cell, NIRD in 5 highest spending Gram Panchayats of the State.
The test audit conducted complied with the provisions of the Audit of Scheme Rules
2011 and the same have been discussed and approved by the respective Grarm

Sabhas (copy enclosed).

pr As the purpose of the test audit was to test check the quality of the social audit,
the test audit reports have been compared with the social audit reports and process
followed by the SAU. The following are the observations made on the quality of the

social audit report and process followed by the SAU:

a) Village Resource persons were found 10 have not stayed in the Gram
Panchayats that they were conducting a social audit in.

ayments made was not

b) 100% verification of all works undertaken and p
hayats, the component of

completed during a social audit. In some Gram Panc
material expenditure was not audited.

c) SAU did not ensure proper mobilization of workers to participate in the social

audit gram Sabha.

) %) Staff of the SAU at the State level did not monitor, hand hold and facilitate the
social audit verification process being undertaken by Village Resource Persons

(%,J ‘\/ directly.

%\:f e) Adequate numbers of VRPs were not deployed to the Gram Panchayat for an
& audit, resulting in only partial verification taking place.

pv v
q v

f) Reporting on social audit formats was not unifd(m'and varied in depth and léngth

\P\Q of detailing. i
4,
"&R ' AT



9)

h)

3.

-

The VRP, TRP and DRP who conducted Social Audits of the 5 Gram Panchayats
that were test audited got paid through the implementing agency i.e. Zila

Parishad thereby compromising the independence of the audit itself.

There was an observable lack of effective interaction and feedback mechanism
between the Resource Persons at the State level and those at the Block and
Village level.

Based on the above, the MoRD recommends that the SAU incorporate the

following suggestions towards ensuring effective and credible social audits in the State:

a)

b)

\/C)

d)

w
Payment of all Village, Taluka and District Resource Persons hired by the SAU
should be made directly by the SAU to their bank accounts. Implementing
agencies at the District/Block should at no time be involved in the making of
payments to SAU resource persons as it violates the independence of the
process
While a social audit is being conducted by Village and Taluk Resource Persons,
the SAU should ensure field monitoring of the process by the State and District
Resource Persons as per a pre-determined schedule. Resource Persons at the
State level should play a more active role in the monitoring of the process.
Taluka and District Resource Persons should not be appointed in the same
Taluka or District for more than 3 consecutive audits.
It should be made mandatory for Village and Taluka District Resource Persons to
stay in the GP that it being audited for the duration of the audit.

e) The social | audit process should be for a duration of 7 days and should be

4,

conducted by a team of atleast 5 Village Resource Persons and 1 Taluka
Resource Persons. The size and duration of the deployment of teams and should
not be made to be a function of the expenditure incurred in the Gram Panchayat,
as is currently mandated through a State Government Order.

| request you to kindly inform the Ministry of the action taken on the

recommendations suggested above by 30" July 2016.

Yours sincerely

vy /

(D.K. Singh)

Encl: As above

Shri S.G. Hegde,
Director (SA)
(MGNREGA RD & PR)
Govt. of Karnataka,
Secretariat,

Bangalore.



Draft Paragraph propose i 8 nnual chhni?al
Inspection Report on Panchayat Raj Institutions and Urban Local Bodies
— Government of Karnataka for the year ended March 2019.

l' " Rural Development and Pancliayat Raj Department

Effectiveness of Social Audit
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Social Audit is an audit of a scheme jointly by the Government and the people,
especially by those who are affected by, or are the intended beneficiaries of such
schemes. According to the National Institute of Rural Development &
Panchayat Raj, Social Audit is “a way of measuring, understanding, reporting
and ultimately improving an organization’s social and ethical performance”. It
is a powerful tool to promote transparency, accountability and people’s
participation in the schemes meant for them.

Mahatma Gandhi National Rural Employment Guarantee Act (MNREGA)'
2005, was the first Act that randated Sociai Audit by tiie Gram Sabha of all the
works under the scheme taken up within the Gram Panchayat (GP). To facilitate
the conduct of Social Audit, the Ministry of Rural Development (MoRD) in
consultation with the Comptroller and Auditor General of India (C&AG)
notified the Mahatma Gandhi National Rural Employment Guarantee Audit of
Scheme Rules in 2011 (Rules-2011) and issued the Operational Guidelines
(Guidelines) during 2013. Subsequently, the task force constituted (June 2015)
by MoRD in consultation with C&AG formulated the Auditing Standards for
Social Audit (Standards) that was communicated 1o all States in December 2016
for necessary action and compliance. MoRD brings out a Master Circular every
year, which serves as a guide for programme implementation.

Audit attempted to assess the effectiveness of Social Audit with reference 10 the
Act, Rules, Guidelines, Standards and Master Circulars. Audit selected 80 GPs
under eight districts where Social Audit was stated to have been conducted
during 2016-17 to 2017-18 using simple random sampling without replacement

method besides examining the records of the Directorate of Social Audit. List
of selected units is furnished in Appendix 1.1.

(T2 SommAvaiOR T T ]

1.2.1  Constitution and composition of Social Audit Unit

Thel D'ircctoralc of Social Audil, registered (May 2012) under the Karnataka
Societies Registration Act, 1960 is the Social Audit Unit (SAU) in the State.
The SAU is headed by a Governing Body.

" Under seclin_n 17, sub-section |, 2 and 3 of the Act, the main responsibility of Social Audit
has been provided to the Gram Sabha.
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In the State, the Governing Body oft e-S/‘\U chlalred by l?;: .Ad.dﬂ;lgﬁ.:i] .C[’"e[
Secretary ar;d Development Commissioner- consists of [h}iDgEc-lpj]c ;:}el‘ ‘-”jvi
Depann;ent of Rural Development and Panchayat Raj ( )i mg,p dl
Accountant General (G&SSA) in Karnataka; Comm(;sssmr-\::rl.. 'ura‘
Development; Commissioner, Rural Drinking Water Sl_Jpply az' an:. si :o.n, t(::t
representative who is involved in MNREGA/Social Au 1;{ aé 1\ yl, . uo
representatives who are involved in welfare of NRE J. afo r
association/society; one social worker; two representatives  from

educational/research institutes besides other members and the Director. Social
Audit who is the Member Secretary.

The Governing Body was required to meet at least once every quarter. /\l{dll
observed that the Governing Body held only three meetings during the pCI“IOd
2016-17 to 2018-19 as against the requirernent of 12 meetings. The last meeting
was held during May 2017 and thercafter no meetings were held for more than
two years. Thus, there was lack of monitoring at the apex level.

1.2.2  SAU personnel

Director - The Auditing Standards stipulate the minimum tenure of Director.

SAU to be three years not exceeding the age of 65 years. As against this
stipulation, the State Government fixed the tenure of the Director as two years.
Frequent changes would lead to instability besides affecting the effectiveness of
Social Audit.

Resource Persons — In order to facilitate the process of Social Audit in the
State, the SAU was to have key personnel with define
different levels. The details of responsibilities, required str

and men-in-position as of July 2019 is indicated in Table 1

d responsibility at

ength as per norms
1.

Table 1.1: Details of resource personnel in SAU as of July 2019
T Sanctioned posts Men-i
bil posts, en-in-
Key personnel Responsibilities e R
Social Development |, specified I 0
Specialist (SDP) . ; ;
Srate Resource Assist the Director SAU in da)_( to day o
Persons (SRPs) / functioning and gu.de and design the training 6 %
Social Audit Experts | plan for social audit , . . .
—— Provide awareness and information regarding
District Resourcs T k d Panchayat 70 33
s (DRPs)? MGNREGA to workers an yat ]
?ersonR S officials, ensure completion of wall paintings
Faluk gif‘]‘RPs)‘ and identify and train VRPs to help carry out 502 177
Feron social audits s
> | conduct of social audit in
i Resource Carry out actua . : Based on the local
;)hlls:g:s (VRPS) the Gram Panchayat along with primary requirement 1760
= stakeholders . P
— Source: Information furnished by Social Audit Directorate

2 Amended in April 2019. Prior to the amendment, the Principal Secretary, RDPR was the
Chairperson of the Governing Body.

3 As specified in Annual Master Circular 2017-18

4 As per prescribed norms, one TRP fur every 12 GPs
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It can be seen from the above table that the SAU is strained with shortage of
SRPs/DRPs/TRPs to the extent of 50, 53 and 65 per cent respectively. therchy
overburdening the available staff. Audit also observed that the shortfall in
resource persons in the State till 2015-16 was 83, 68 and 68 per cent
respectively.

The State Government failed to appoint the SDP/SRPs/DRPs despite the
assured special financial assistance by MoRD over and above the regular
allocation for recruitment of these personnel.

Quality monitors — Paragraph 13.2.3 of the Guidelines stipulate the need for
Quality Monitors to facilitate evaluation of asset quality during the Social Audit
to ensure durability of assets and their intended usefulness. No such Quality
Monitors were recruited by the SAU. Hence, the quality of assets created under
the schemes could not be ensured.

*1.3" « 'Status of Social audit-of schemes

Government of India provided for conduct of social audit in many of its critical
flagship programmes through the Acts, manuals and guidelines governing the
implementation of the programmes. The details of programmes/schemes where
social audit was necessary and the status of implementation in the State during
the period 2016-17 to 2018-19 is given in Table 1.2.

Table 1.2: Status of implementation of social audit in the State during the
period 2016-17 to 2018-19

]

"SL..|-, . ‘Name ofthe’. - | ‘Mandatéand periodicity * Social Audit ~ Sample size adopted
o ""!'géi"amj‘qufsclj'eme' PR et RS R0 jt_:b;'\‘ducfed" .
T_‘; ¥ 4 4_;ir ‘t i g2 ol Slaa e Feak vy N 'durlné‘ : % [
1 MNREG Scheme MGNREG Act, 2005 2016-17 2986 GPs
5961 GPs
Twice a year in each GP 2017-18 5899 GPs
5902 GPs
2018-19 5872 GPs
1258* GPs
2 National Rural Drinking | NRDWP Guidelines 2016-17 Entire state
Water Programme ) 2017-18
(NRDWP) Twice a year in each GP 2018-19 Not conducted
3 Swachh Bharat Mission | SBM Guidelines 2016-17 Social audit was  ne!
(SBM) conducted. Only a survey of
Twice a year in each GP 2017-18 toilets was conducted in
2018-19 respect of villages declared as
Open Defecation Free.
4 Mid-day Meal (MDM) | Instructions of Department 2016-17 2 districts (Bengaluru Urban
Scheme of School Education and and Belagavi)
Literacy (MDM) 2017-18
Twice a year in cach school 301819 Not conducted
5 Public Distribution | National Food Security Act. 2017-18 4 fair price shops in each taluk
System All fair price shops — |
Periodically’ 2018-19 Not Ct)ndtlclt’L/J

*Social Audit for Phase 2 is under progress.
Source: Information furnished by Social Audit Directorate
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:al Audit was conducted regularly only for

MNREGS and it was not a continuous process for other schegl_es. Am‘jn
observed that Social Audit Gram Sabha (SAGS) was not conducted in respect

of any other schemes other than MNREGS.

The above table indicates that Soc

Further, the Director of Social Audit had not submitted any formal .reporl to t!)\e
departments concerned except for Mid-day meal scheme (covering only 20
schools each in two districts). However, the SAU had furnished .lhc statu_s.of
implementation of the works under NRDWP that indicated serious irregularities
viz., full payments made for incomplete works, execution of works at non-
approved places efe. No action was taken by any department on the findings of
the Social Audit, particularly in the implementation of NRDWP. Thus, the
social audit process was rendered ineffective for all the other schemes excluding
MNREGS. The effectiveness of Social Audit for MNREGS is discussed in
detail in the succeeding paragraphs.

1.4 Planning and execution of Social Audit of Mahatma Gandhi Rural
Employment Guarantce Scheme

1.4.1 Calendar for Social Audit

Section 6(1) of the Rules stipulates that the SAU shall, at the beginning of the
year, frame an annual calendar to conduct at least one Social Audit in each GP
every six months. The Social Audit calendar once formed is to be complied
with strictly, and communicated to all District Programme Coordinators (DPCs)
in advance. The calendar should be pro-actively disclosed in the public domain.

Scrutiny of the records revealed the following:

«» The calendar for Social Audit in each district was being prepared by the
respective DPCs and forwarded to SAU for approval.

< SAGS was not conducted as per the approved calendar in 11° instances
under eight GPs during 2016-17 and 2017-18, for which recorded
reasons were not forthcoming from the files produced to audit.

< Ascan be seen from Table 1.2, Social Audit was conducted in only 2986
(50 per cent) out of 6022 GPs during Phase 1 0f 2016-17 and thereafter,
the extent of Social Audit conducted ranged between 97 and 99 per cent.

oo GP-wisg anzqy‘sis revealed that Social Audit was conducted only once in
2907 and 143 GPs during 2016-17 and 2017-18 respectively as depicted
in Chart 1.1.

s Belagavi - 6 GPs (9 instances): Dakshina Kannada - 1 GP (1 instance) and Shivamogga - |
GP (1 instance).
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