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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.
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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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Chart 1.1: GP-wise analysis of Social Audit conducted
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& Total number of GPs ® SA conducted only once = SA conducted twice

1.4.2 Awareness on Social Audit

Section 6(3) of the Rules and paragraph 13.3.2 of Guidelines provides for
informing the labourers and the village community well in advance about the
Gram Sabha conducting Social Audit by the resource persons as well as the
Programme Officers to ensure full participation.

Further, as per the Master circulars, .Information, Education and
Communication (IEC) activity is critical for enabling all the entitlements under
MNREGA. The administration and the implementing agency must enable
mechanisms to create awareness about the entitlements of the workers and the
access to the entitlements. Awareness on Social Audit, which was mandatory

to ensure accountability and transparency, was one of the key components under
IEC.

Audit observed that 70 of the 80 GPs test-checked had intimated the rural
population about conduct of SAGS through means like printed pamphlets, door-
to-door visits, announcement, efc. In 10 GPs of Belagavi district, there was no
documentary evidence regarding intimation of SAGS.

However, the IEC activities creating awareness of Social Audit was rendered
ineffective and inadequate as the SAGS meetings were attended by less than

one per cent of the population in more than 99 per cent of meetings as detailed
in Table 1.3.

Table 1.3: Status of meetings attended in test-checked GPs

Details of meetings Number
Total meetings to be conducted in 80 GPs during 2016-17 10 480
2018-19
Meetings not conducted or in progress 110
Data‘on population and number of people who attended the 154
meetings not available
Meel!ngs attended by less than one per cent of total population 213 |
Meetings atiended by more than one but less than three per cent 3

Source: Information furnished by test-checked GPs.

'[l;‘hc ab§cnce of tl'u: r'ural population from the process of Social Audit defeated
e envisaged objeclives of accountability and transparency.
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.43 Social Audit by Gram Sabha

Section 6 of the Rules and paragraph 13.3 of t
for conducting Social Audit. In
and paragraph 13.3.5 of Guidelines, to condt
Sabha shall be convened to discuss the findings of t
also to review the compliance on trans :
the rights and entitlements of labourers and proper utilis
observed non-compliance to the stipulations as detailed in Ta

Table 1.4: Status of compliance for Social Audit process

accordance wit

he Guidelines stipulate the process
h the Section 6(4) of the Rules
duct the Social Audit process, a Gram

he verification exercise and

parency and accountability, fulfilment of

lisation of funds. Audit
ble 1.4 below:

SI. | Reference Stipulation Actual compliance

no. | number

1 Paragraph The Gram Sabha shall be convened in a | The SAGS was conducted customarily in
13.3.5 of neutral public space and in any case not in | the GP headquarters except in two GPs
Guidelines the hamletvillage of the head of the | (one instance in one GP of

panchayat. Chamarajanagar  district  and  three
instances in one GP of Belagavi district).

2 Paragraph The SAGS shall be chaired by an elderly | This stipulation was not followed in any
13._3.5 fﬂ" villager who is not a part of Panchayat or | of the GPs test-checked. Instead the
Guidelines any implementing agency. officials nominated by the DPC for

supervision had chaired the mcetings.
The elderly villagers were allowed to
preside in 20 out of 69 meetings held in
14 GPs of Belagavi and Shivamogga
districts, only when the nominated
official was also absent,

3 Section 6(5) All theglected memberg of Pancha}yats and | The stipulation was not complied with in
of Rules and staff mv9[ved _in implementing  the | the GPs. The SAU / DPCs / POs had not
Paragraph schemes (including the staff of the Civil | put in place any monitoring mechanism
13.3.7 of Society Organisations, the SHGs, and | to ensure participation of implementing
Guidelines disbursing agencies) shall be present at the | authorities in the SAGS.

Gram Sabha and respond to queries from
the members of the SAGS.

2 Section 6(7) The DPC or_his authorised rcpresen!al?ve 94 instances of nominated officials not
of Rules and | shall supervise the Gram Sabha meeting | having attended the SAGS meetings were
Paragraph for its smooth conduct. observed. Ineligible proxies attended
13.3.6 of meetings in their places.

Guidelines

5 Section 5(3) The Programme Officer (PO) shfﬂl ensure | * None of the POs had submitted ATRs

read with that all the records ar.ld ir_tforma_uon of Ithe to SAU.
Section 7 of implementing agencies including Ac_non * Copy of ATRs were not obtained by
Rules and Taken Report (ATR) on the previous any of the TRPs 15 days prior to
Paragraph Social Audit are properly co!llaled and SAGS.
13.3.3 of pmvided along with photocopies to lbe . Large' number of GPs had not
Guidelines SAU for facilitating cpnduct of Social submitted ATRs but merely stated that
Audit at least 15 days in advance of the ATRs would be submitted within a
scheduled date of meeting of the Gram \rvclfk/ fortnight. But the same was not
conducting Social Audit. ollowed by TRPs/DRPs.
section 6(9 ﬁ:hi'm rclatinbg to the previous Social | * ATRs wherever read out were routine
Section 6( {)j Audit shall be read out at the beginning of in nature without indicating the action
of Rules an the meeting of each social audit Gram taken to  rectify  the omissions.
Paragraph Sabha Consequently,  similar  objections
13.3.8 f)f ’ continued in the subsequent years also.
Guidelines The Social Audit teams had not
verified the correciness of the ATRs
L/-i during field visits.
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SI. | Reference Stipulation 1 Actual compliance

no. | number

6 | Paragraph The entire proceeding of the SAGS shall | None of the GPs possessed the video
13.3.11 of be video recorded, compressed recordings of SAGS meetings in full.
Guidelines using latest compression techniques (to | Non-provision of funds by SAU towards

reduce space occupied by it) and uploaded | expenditure on video recording could be

without editing. The video recording will | attributed for the omission,

also be stored in the custody of DPC. Consequently, the video recordings were
not stored in the custody of DPCs.
Failure to upload video recordings of
SAGS defeated the objective of
transparency.

7 Paragraph The Social Audit Reports (SARs) shall be | Though the SARs were prepared in local
13.3.12 of prepared in local language by the SAU. | language, they were nol  got
Guidelines The SARs must be counter-signed by the | countersigned by the Chairperson of that

chairperson of that particular SAGS. A | SAGS. The SAR was not displayed as
copy of the report must be displayed on the | required by all test-checked GPs except
notice board of the GP for at least seven | for seven GPs under Shivamogga district.
days

8 Auditing The State Government/SAU shall be | No common/standard format  was
standards and | responsible 1o prepare common SAR | prepared and communicated to SAGS.
Paragraph formats to help in interpreting the results | Thus, resource persons at village/taluk
13.4.3(v) of in a structured manner., level prepared the SARs without
Guidelines adhering to any format,

9 Section The SAU shall be responsible to host the | Out  of four/five SAGS meelings
4(2)(f) of SARs including action taken reports in the | conducted during the years 2016-17 to
Rules and public domain, 2018-19 in each GP, only three SARs of
Paragraph each GP were hosted on the public
13.4.3(vii) of domain and were available for access by
Guidelines general public. The previous SARs were

L l not available.

Source: Information furnished by test-checked GPs

The non-compliance to the stipulations prescribed for process of Social Audit
thus defeated the very objective of ensuring transparency and accountability.

| 1.5 .

Follow-up of Social Audit Reports

Social Audit would not be complete unless there is a time bound follow-up
action on the findings. The Auditing Standards, Section 7 of the Rules and
Paragraph 13.4 of the Guidelines highlight the need for establishing a follow-

up mechanism and lisis the roles and responsibilities of various authorities at
different levels,

1.5.1 District and Block level

Paragraph 25(c)(vii) under Schedule 1 of the Act read with Section 4(3) and
Paragraph 13.3.15 of Guidelines provided that after SAGS meeting, a Social
Audit public hearing was required to be held at the taluk headquarters in the
presence of MNREGS workers, elected representatives and officials to discuss
the Social Audit findings and ensure that orders are issued in open on Social
Audit findings. Further, on conclusion of the Social Audit public hearing at the
block level, district level consulitions may be organized for President and
members of Taluk Panchayat for reviewing the follow up on grievances raised.
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_ PCs had arranged for public hearing
Audit observed that neither the POs nOfS?qU had not insisted the POs/DPCs (o
. talul;/disllrlgll;zil:?;l: ;::;:rizznp?;iedure. Absence of the public h':.a r;nfnﬂ
f)(;(:l::?{ulg:csl yaﬁer conduct of Social Audit to diSC}lSS [h.e ff)llivﬁglp‘::;ggamsl
lack of monitoring of action taken on SOCia! TA\Ud" = d1str1_c; ,:udit rocess
the objective of transparency and accountability of the Socia p '

1.5.2  Recovery based on Social Audit Reports

Scction 7(3) of the Rules and paragraph 13.4.2 of the Guidelines stipulate that
every DPC or any official on his behalf shall take steps to recover the amount
embezzled or improperly utilized and issue receipts or acknowledgements for
amount so recovered and maintain a separate bank account for amounts
recovered during the social audit process. The Auditing Standards further
stipulate that the State Government shall assign responsibilities to the respective

DPCs at the district level and POs at taJuk level to implement corrective actions
in a time bound manner.

Audit examined the details of recover

y recommended and effected during the
period 2016-17 to 2018-19. The statu

s thereon is indicated in Table 1.5,

Table 1.5: Status of recovery recommended and effected

: _ (X in crore)
Year Opening | Recovery - [ Total ‘amount’{“Amount ...
‘Balance | suggested by | to be Recovered:
Social Audits | recovered
2016-17 19.26 45.2| 64.47 | 0.49 (0.76)
2017-18 63.98 75.51 139.49 [ 0.84 (0.60) 1
2018-19* 138.65 37.47 176.11 | 0.63 0.36

* Provisional figure for 2018-19; Figures in parentheses indi

‘ > N Cate percentage,
Source: Information furnished by Social Audit Directorare an

d RDPR
It can be seen from the above table that the recovery effected
per cent indicating lack of efforts of the authorities concern
monitoring by the Governing Body and the State Governme

was less than one
ed and absence of
nt,

Audit also observed that, instead of crediting the recover;
the SARs in a separaté bank account at district level, the
same to State level for credit into State EEmploymenl Guarantee Fyng (SEGF)
and thus, disregarded the norms presc‘n‘bed. Afs recoveries wer
forwarded to SEGF by the district authorities, llhe Dlrc?ctor, S.AU did n
the comprehensive data on the actual recoveries and its remittances,

es effecteqd based on
DPCs forwarded the

¢ directly
Ot possess

1.5.3 State level

Section 7(4) of the Rules proxfides that ttu: .Stme .Govu:nm'cnt shall be
responsible to take follow up action on ‘lhe Il{ldmgs of lhc‘hncml Audit and
Section 7(5) of the Rules states that the Slmc‘l-.mplnymcnl Guarantee Council
(SEGC) shall monitor the action !aker{ by the State Guvcrnm.cm
the ATR in the Annual Report to be laid belore the State Legisi
Government.

and incorporate
ature by the State
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There was lack of monitoring by the State Government as evident from the
extent of recovery effected and absence of periodical meetings of the Governing
Body. The SEGC at the State level had not monitored the action taken by the
State Governments on SARs and ATR was not incorporated in the Annual
Report to be laid before the State Legislature. In fact, the SEGC had met only

once on 23 July 2016 during the audit period. This indicated poor monitoring
of action taken on SARs at State level.

1.5.4 Monthly Review of Social Audit Reports

In accordance with the Master circulars issued every year by MoRD, the
Additional Chief Secretary/ Principal Secretary/ Secretary, RDPR shall conduct
a monthly review of Social Audit wherein irregularities identified in the SARs
and status of progress on action taken by the implementing agencies on

redressing the same shall be reviewed. However, the monthly reviews of SARs
were not conducted in the State.

1.5.5 Submission of summary of findings of Social Audit to Accountant
General

As per the Master Circulars, the State SAUs are required to submit Quarterly
Reports to the Principal Accountant Generals of the States in a prescribed
format that has to be adhered strictly. The format includes information on the
Status of Social Audit Unit and its functionaries, the expenditure incurred by
the Social Audit Unit in the reporting quarter and the status of the schedule and
conduct of the social audits as per Calendar in the reporting quarter.

Audit observed that no such quarterly reports were submitted by the SAU to the
Principal Accountant General during the period 2016-19.

|16 .+ ‘Management Information System .~ ]

1.6.1 Defective and non-validated data

The MoRD had developed a work flow based, web enabied application known
as NREGASoft, which is hosted at the portal accessible as http:/nrega.nic.in.
The NREGASoft provides for recording of all transaction details of different
processes in implementation of MNREGA and putting the same in public
domain. One such modute (R9) pertains to Social Audit. Audit reviewed the

status of data entry in different sub- mo**lules of Social Audit module and
observed certain deficiencies as detailed in Table 1.6,

Table 1.6: Deficiencies notlced in sub-modules of Social Audit

_Sub-module: [T = Deficiency noticed
gilz Defective data on (Jl’s phnncd for audit twice in the financial year

r R Wrong depiction of period of social audit in GPs B
21 Mis-match between physical data and MIS data

914 Incorrect data pertaining 10 expenditure, amount audited, total |
number of works, number of works verified, attendance at SAGS, ete.

9.2.2 Entries not found |

L 923 Module non-functional 4—j
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i e i |
Sub-module ] . Deﬁc.le o

924 Entries not found against any 1rre -
9.2.5 Not functional - .
9.3.1 Incorrect data on irregularities and recoVeries
9.3.2 Incorrect data ; ,

9.4 All the three modules not functional

9.5 Arbitrary/incorrect figures j

L 9.6 Not functional

Source: http://nrega.nic.in

The deficiencies stated above could be attributed to absence of technical person
to oversee the Management Information System (MIS). The guidelines
provided for recruitment of MIS technical person, which was lying vacant in
the State since inception of SAU. Consequently, there was absence of
authentication and validation of data being uploaded into the module.

1.6.2  Social Audit Report on MIS

Sub-module 9.2.1 provided for uploading the details of SAR in the MIS. Audit
observed that only three reports were available in the public domain in respect
of each GP as of July 2019.  This contravened the concept of transparency

envisaged in social audit for sharing information with all, particularly the
stakeholders.

Verification of SARs available in the MIS revealed the following deficiencies:

> Date of SAGS was mentioned as ‘Date of Block level Public hearing’
invariably in all the SARs, though public hearing was not conducted .

» Discrepancies were noticed in exhibition of data on expenditure towards
labour, wages and the - corresponding records made available b
implementing agency to social audit team Y

» Discrepancy in total number of works taken up under the GP and work
actually verified 5

» Incorrect data on actual attendance in SAGS

» Photographs of SAGS were not uploaded in respect of any GPs

» Qualitative reports on the implementation of scheme in GPs were
recorded in respect of any GPs ot

% Incorrect classification of irregularities

> Improper data in respect of 'GP check-list’ against issues like wage
slips, conducting rozgar divas monthly, maintenance of required
registers, citizen information boards in individual/community works
wall painting for wages paid to labourers, engagement of mates and thei;
training, appointment of panchayat level officer exclusively for
MNREGS and training provided to them, etc,

[ 1,7  Financial Management ‘,

1.7.1 Financial status of Social Audit Unit

MoRD provided funds towards expenditure for conducet of Social Audit of
MNREGS based on the expenditure incurred by the State on the scheme during
the previous financial year. Funds to the extent of one per cent of the total

Scanned with CamScanner



expenditure was provided till 2015-16 and 0.5 per cent of the total expenditure
from 2016-17 onwards. For Social Audit of other schemes, the funds were 10
be provided by the respective departments.

The details of receipts and expenditure for Social Audit during the period 2016-
17 to 2018-19 is detailed in Table 1.7.

Table 1.7: Details of receipts and expenditure during the period 2616-17 to 2018-19

(X in crore)
" |:Opening: | s 2T st | Total: s o Closing
- [sblaiee e fieili:i| regeipis: = PERYIUE | balance
1.01 11.61 8.99 | 2.62
2017-18 | 2.62 : : 18.58 14.07 | 4.51
2018-19 | 4.51 9.45 0.08 14.04 11.46 | 2.58

Source; Information furnished by Social Audit Directorate
Review of the expenditure and financial statements showed that

(i) The SAU had incurred ¥4.11 crore during the period 2016-17 to 2018-
19 towards salary of the Director, SRPs and DRPs from the regular
allocation of MNREGS funds. The SAU failed to obtain funds from
MoRD despite the assured special financial assistance over and above
the regular allocation for recruitment of these personnel. The SAU thus
lost of the opportunity of recruiting more number of TRPs and other
resource personnel for conduct of Social Audit and incurring
expenditure for providing storage facilities to the resource personnel as
discussed in Paragraph 1.8.2.

(ii) The SAU had released funds to the Ziila Panchayats (ZPs) for arranging
Social Audit till 2016-17, thereby compromising on its independence,
The ZPs were yet to refund ¥3.85 lakh as at the end of March 2018
resulting in locking up of SAU funds with the ZPs.

1.7.2  Financial independence to SAU

The Auditing standards/Master circulars stipulated maintenance of independent
bank account by SAU for its financial transactions under the scheme. Further,
the SAU was authorised to make payments directly into the back accounts of its
Resource Persons at the State, District, Block and Village Level. Payments to
Social Audit Unit Resource Persons, at any level, shall not be dependent on
gaining approvals from representatives of the implementing agencies.

Audit observed that the Financial Advisor of the RDPR department was the joint
signatory for all financial transactions of the SAU in the State. This deprived
the SAU of financial independence.

1.7.3  Non-approval of budget proposals by Governing Body

In accordance with the Auditing standards, the Dircctor, SAU was respensible
for drawing up a proposcd budget of the SAU for meeting its commitment to
conduct social audit, at least twice a year, in all Gram Panchayats of the State.

The proposed budget was required to be forwarded by the Director, SAU to the
Governing Body for its approval,

Scanred with CamScanner



, oposals, the
Audit, however. observed that though SAU prepared the kl::iEZLfi;;pllic Yc:;:
same ‘was not submilted to the Governing Body for apf‘)rO It non-submissioﬁ
‘2016-1 7 and 2018-19. While no reasons were forthcoming bor Lributed IIO- the
during 2016-17, the non-submission during 2018-19 ol b lbrAS
fact that the Governing Body had not met for more than two years.

1.7.4  Pooling of funds

The SAU was maintaining a separate bank account to which the funds received
for Social Audit of MNREGS was credited. The SAU also received funds from
different departments for conducting social audit of the respective schemes.
Audit observed that the SAU, instead of maintaining separate bank accounts for
accounting the financial transactions of each scheme separately, pooled all the
funds in its bank account opened for MNREGS and incurred expenditure out of
the pcoled account. Hence, periodic scheme-wise reconciliation of receipts and
expenditure was of utmost importance, which was not done.

Scrutiny of the records showed that, as against the release of funds of %1.60
crore during the period 2013-14 10 2018-19 under SBM, SAU had incurred
¥2.42 crore, which was in excess by ¥0.82 crore. The SAU sought (June 2019)
for re-zppropriation of the excess expenditure from out of funds recejved for
NRDWP, which was not agreed to by the Commissioner, Rural Water Supply
and Sanitation Department who directed SAU to refund the unutilised amount

Thus, the absence of periodic scheme-wise reconciliation of receipts and
expenditure resulted in mismanagement of funds as stated above. Further, the

SAU had not submitted Utilisation Certificates to the other departments for use
of funds.

1.7.5 Continued engagement of Chartered Accountant

In accordance with the Auditing Standards, the accounts of
required to be audited, annually, by CA firm selected from g pa
by CAG of india. A certified copy of the audited accounts was
submitted by the Director, SAU to the Governing Body for its acceptance, Afier
acceptance of the certified accounts, the same was to be forwarded 10 the State
Government for further submission to the Central Government, Further, the
CA firm was to be changed every three years.

the SAU was
nel maintained
required to be

Audit observed that the SALJ engaged the same CA firm since 2012-13 for
of its accounts. This was against the above stipulations and was fr
the risk of manipulation of accounts.

ITB Other issues 7 et iday Lt AR j

1.8.1 Concurrent Social Audit

audit
aught with

Paragraph 13.6.4 of the Guidelines and Master circulars provide for Concurrent
Social Audit by Village Monitoring Commitiees (VMC), Lvery Gram Sabha
will select a VMC consisting of five MNREGA workers, The VMC shall consist
of women workers under MNREGA, workers [rom SC/ST households ez The
VMC shall visit cach active worksile once a month and interact with the
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workers. It shall conduct a concurrent Social Audit of all active works of the
GP and will monitor whether due norms are being complied with at the worksite

in terms of processes, records to be maintained and whether worker entitlements
are being provided as per the Act.

However, no such VMC was constituted in any of the test-checked GPs.
Consequently, no concurrent Social Audit was conducted.

1.8.2 Lack of retention requirements for Social Audit records

The Auditing standards stipulate that the State Government should develop
retention requirements for engagement records, regardless of the medium in
which each record is stored. Policies should be laid down governing the custody

and retention of Social Audit records, as well as their release to internal and
external parties.

Audit observed during the field visits that infrastructure facilities like adequate
space, furniture, storage facilities, computer hardware/ accessories, measuring
tools, etc., were not provided to resource personnel for preservation of audit
records at any level. Hence, only consolidated reports were being maintained
by TRPs/DRPs, instead of SARs for each GP. Similarly, due to lack of proper
facilities, the video recordings of the SAGS were neither maintained nor hosted
on the website. Thus, non-provision of infrastructural facilities had forced the
resource personnel to depend on the implementing agencies, compromising the
independence enrvisaged for independent Social Audit.

1.8.3 Absence of social security measures for resource persons

The resource personnel working for SAU were not entitled for any social
security measures like Provident Fund (PF), Employees Insurance Scheme
(ES]) erc., apart from monthly remuneration. This acts as a deterrent in
discharging their duties which involve verification of cash books, muster rolls
and other financial records, visiting work spots, creating awareness on Social
Audit, door-to-door visits efc. The Governing Body decided (May 2017) to
provide the facility of PF, ESI and medical relief in case of accidents (maximum
of ¥15,000). it was also decided to provide a financial assistance of 32 lakh in

case of death while on duty, after obtaining the approval of Principal Secretary
of RDPR.

Audit observed that none of the social security measures, except medical relief
in case of accident was implemented in the SAU.

U.Q Conclusion J

Non-compliance to the stipulations prescribed for conduct of Social Audit, very
low participation of villagers in the Gram Sabhas, absence of monitoring at

various levels and lack of follow-up on the findings oi" Social Audit rendered
the process of Social Audit ineffective,

L[ —

Pr. Accountant General (G&SSA)
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Statement showing the names

Appcndix-l.l

of PRIs selected for assessment of
Audit

- otiveness of Social Audit
ﬂ____cﬁgtjl_ﬂm Name of Name of the
Name of the Name of the Name of the eSS the Taluk GP
District Taluk GP the District Asundi
a d' - -
Hirebagewadi Binkadakatti
Kaktt — d Kurtakoti
Belagavi Kednur Gadag T
- Lakkundi
Rangdoli N :
elagavi Sambra agavi
Belagavi Farashi Gadag I-lunmk:nltl
Khadakalat Kanakikoppa
Chikkodi Mangur Naragund Raddernaganur
Nainglaj Shirol
Shirguppi Surkod
Aliyember Chitapur
_ Chillargi Honnalli
Bidar Markunda Lingasugur | Maraiadinni
Rekulgi 7 ‘ Neeralkeri
3ida. 2 Sindal . Roudlabanda |
| | Changlera | R e g
" | Dakulgi | Gunjahalli- |
umnabad :_:45::_ — Raichur Kalmala
angalgi Purtipli
Udbal
. . Sagamkunta
Bisalavadi Kand;
andika
Heggotara
Chamarajanagar | Maleyooru S S Bho
S : janag M J Sagar Kanale ¥
angala ok
- Masuru
Nagavalli :
nagar Ellormala Shivamogga ———— | Tl.imarl
"M M Hills i:f’d’“‘l’."
. . I
Kollegal Mulluru Shivamogga Purudaly
P G Palya
: Thammadihallj
Shettalli Oirbalebai
e ==~ | Aldangad R s
| Aldangacdy | Bai
Dharmasthala *ﬁaﬁ%ﬂill_—_&
= a
Belthangadi Melanthabettu Tiptur Hunse ’hatlta
| Padangady Nellikere
Dakshina [ ‘_][Z!E%!\{,Erl_lﬂlﬂ_‘a_. Tumakuru bF—--mme. —-h.-m_“,tﬂ'_‘.gﬂp_l_{[a__
Kannada | ancar | Gangenahalli ~
| Kemral __ Guluru
Mangaluru | IMennabeltu Tumakuru Hethenahal);
Muttury | Niduvalaly
| | Pavoor __| Sorekunte
A s B

‘AJ;—LLA.L\N—- u

Sr. Audit Officer/Reports (LB)
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10.9 Karnataka

SAU Structure and Independence

SAU has been functioning under a Society created forbthit:hpui; i:; ;ioffsfgdat:]c; Ic:f S0y
audit. SAU has its own bank account operated jo : -

g . A diture, Director SAU has to take approvy
Advisor, Department of RDPR. For financial expen : _ :
of the Department of RDPR. There are total 16 members in the Govletr)mggefou:cnl |';93ded by
Principal Secretary (RDPR). The Governing Council approves annuai bu g .afn:a calendy
and annual report of the SAU. In the year 2018-19, a total of four meetings of the Execytjy,
Council were held.

SAU Personnel

The full-time Director is a retired government offieer selected thr"?ugh op_é,'h advertisement
However, the tenure of the Director is fixed for two year$'by the State government as against
the MoRD guidelines for three years. Director, SAU is not involved in implementation of
MGNREGA. Other SAU personnel are also selected through open advertisement. VRPs are
being selected locally who are having the background of MGNREGA works. Candidates with
SSLC qualification are preferred. As per MoRD guidelines, SHG women are trained in social
audit and their services are also being utilised. In 2018-19, 1760 VRPs, 164 BRPs, 27 DRPs
and 3 SRPs facilitated social audit across the State.

Funds

In the year 2017-18, SAU received Rs. 8.16 crore from M

ORD and Rs. 7.00 crore from State
government. In the year 2018-19,

it received Rs. 9.50 crore from MoRD.
Social Audit Process

Social Audit Expenditure

Expenditure on facilitating social audit in 0

: neGP¢q
are bearing the cost of public address sys e

tem, shamiana, etc
Follow up on Social Audit Findings ’

Block level public hearing does not ha :
: Pen
in the quarterly review meetings at the n Karna

istri ka. Socj g i —r
Officers and other implementing °"ﬁCial‘:'sFrr|!,c: level it <ial audit fmdings are discu’®
. a

{

, . : r

quarterly review meetings of Zilla Panchayat Ch udit jp, ding:m Panchaya't DWﬂaTtr 5

Hon. Minister for RD&PR. lef Executiye are also discussed ! -
offlcers (DPC) presi ded by :

92
: SL\“I"} (_).‘ < Al
T S R A R N e g
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are less and MGNREGA expenditure is high. Cross verification have been done in 115 GPs
of the 14 districts. Special audits have been conducted in 76 GPs in 13 districts where the
expenditure is high. Whenever there has been any complaint against social audit resource

rsons, enquiry has been conducted. So far, 34 SAU staff have been relieved from the job
(three DRPs, 28 TRPs and three Assistant taluk coordinators).

social Audit of Other Schemes

Other than MGNREGA, SAU has facilitated social audit of SBM (ODF), Rural Drinking Water
supply. Mid-day Meal Programme, PDS, 14th FC and fodder scheme in the State. During the
year 2019-20 apart from MGNREGA, SAU is planning to conduct social audit of NSAP, NFSA
2013 (PDS) and Fourteenth Finance Commission Grant in all GPs.

Suggestions, Feedback, Support

The allocation for social audit should be directly transferred to the SAU account. Strict
directions have to be given to implementing agency to submit ATR. Strict directions have
to be given to other line departments to provide their documents for social audit and show
their works for social audit. IEC activity should be the part of social audit. So, IEC wing

should come under the social audit unit.

Areas of Concern
1) Director, SAU does not have independence in spending sanctioned budget.

2) De'ayin receiving funds has affected the social audit — employees have not been paid
io” many months.

3) /7?i- not being submitted by implementing agencies.

4) ')} does not have its own website.

5) .rme GPs have not provided records to social audit teams.

6) SAU does not send quarterly report in MoRD specified format to PAG.

7) Implementation agencies are not responding to social audit findings in the NREGASoft
MIs

lecommendations
1) Civil society representatives should be nominated to the Governing Council and the

Governing Council should meet often.

2) The SAU needs to be independent of the implementation agency. For this, the EC
committee should be reconstituted to not have any of the implementation officers

(like Commissioner, MGNREGS) of the programmes that the SAU audits. The Financial
Advisor of RDPR should not be the joint signatory of the SAU account. It can be some

other person in the SAU.

atus of Social Audits in India 2019 .
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10.10 Kerala

*AU Structure and Independence
: ; lowing a Government Order
SAU is fyy Biction: . hich has been created fol
tioning under a Society whic . g
dated_ 30‘12'2012 and the society was registered on 31.1.201'7. Thde 'lsﬂ‘lslltj Wasrtes;at:)hs'he'd
“"der the auspices of Local Government Department of Kerala an PPOFieG Dy it In

Qrryin < e n independent bank account operated by Director.
9 out the SAU activities. SAU has a o make payments to resource

. ity t
doe . i menting authority
S not require approval of imple Water Resources Department

"SOns or tg s ial audit. The Secretary,
i pend money on social au ; .
: Chairperson of the egnvemin g Board of the Society. There are 11 members in the
qove'“‘“g Board including PAG. Governing Board approve:ﬁ Aon bt.‘dget and annual
lengar, Governing Boardgmet t\;vice during 2018-19. There is an Executive Committee for

7 and it met twice during 2018-19.

)
A e
hj‘r)'()
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i S Ve COO i
t should ensure that the line depasrt‘n;em\ 5 ~S0Operation fo, ¢
3) State governments ; Gram Sabha and b,
| auditsg_ SO PR S, o t'r‘::nent should transior
on the social audit findings. State 9&"9};0
within 15 days of receiving it from MoRU.

i i ecified in the Act.
4) The State should hold block level public hearings as sp
5) An independent website should be created.

Best Practices

Awareness Creation by Social Audit Team to Enable lesast:: c:rfeectd:d People
MGNREGA Benefits: During 2017-18, many areas of Karnataka a;e 'Z it u :
forcing people to migrate to other parts of the State. Nandawa agf in : l""agl-mda ta_luk
of Bagalakot district was also one of the GPs severely aﬁectefi. During social audit exemsa..
VRPs came to know of villagers’ plan to migrate. As the GP till t!‘\en was .among on.e of the
lowest MGNREGA expenditure GPs, social audit team planned information educatign and
communication (IEC) activities for generating demand under MGNREGA. VRPs

did street plays
about the MGNREGA, distributed pamphlets and organised sensitisation meetings for SHg

ghtconu”njoﬂ

. a total of 61 works had b

penditure on wage component was Rs.1,00,91,101 and on
material component was Rs 28,31,056.

to 46 BRPs and five DRPs.
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Message
The Panchayati Raj Institutions (PRIs) play

a major role in strengthening
grassroots level democracy in the country. Government of India has been ably supporting
the PRIs through advocacy for increased devolution of funds, functions and functionaries
in order to enable them to effectively discharge their responsibilities towards the citizens.
In addition to the various Central schemes focusing on the National priority areas of
Drinking Water. Sanitation, Roads, Housing, Health, Education etc, the Central Finance
Commission Grants also play a major role towards enablement of PRIs to deliver basic
services,

Fifteenth Finance Commission (XV FC} has recently
its award for the Rural Local Bodies {RLBs) comprising o

submitted its final report and
f Panchayats in all the three

tiers as well as traditional bodies of Fifth and Sixth Sched

Government of India. While recommending substantial
XV FC has also emphasized on the need for fiscal
Eligibility conditions have been prescribed for the Stat
terms of display of provisional and audited accounts onl

Ministry of Panchayati Raj (MoPR) has taken many

ule has been accepted by the

amounts of grants to the RLBs,
responsibility and transparency
es/RLBs to receive the grants in
ine in public domain.

stellar efforts to assist the
emes as well as to ensure

RLBs towards effective implementation of Government sch

transparency and accountability. Universal ado

ption of Gram Panchayat Development

Plans (GPDPs) through the Peoples’
towards effective resource utilisatio
also provided centralised digital

Plan Campaigns in this regard has enabled the RLBs
n. e-GramSwaraj and AuditOnline applications have
platforms for keeping track of their financial

transactions and enable regular auditing.

v the MGNREGA, has been observed o be an
effective tool to ensure transparency and accountability and is being adopted for
monitoring many Government programmes. Now the XV FC grants, in substantial
quantum are reaching the RLBs directly and activities/works done with these grants
would improve governance efficiency of the RLBs.

Social Audit, being first mandated by

I am, therefore,
XV FC Grants has

happy to note that this document on Social Audit guidelines for
been brought out by MoPR in association with NIRDPR. The document

their successful implementation. I am hopeful that all stakeholders will be able to deriv
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Governing Board reviewing the progress of social audit of findings and action taken on social

audit of XV FC grants.

] 4.3 Staffing of SAU

The team facilitating social audit of XV FC grants shall be led by a Block/District/State Resource
Person who has completed the 30 day certificate programme on social audit offered by
NIRDPR. He/she shall be assisted by other resource persons who should have at least
completed the 4 day training programme on social audit. In addition to the existing resource
persons who facilitate the social audit of MGNREGS, the SAU may hire additional
staff/resource persons with a minimum tenure of one year for facilitation of social audit of
XV FC grants.

The SAU shall pay salaries/ honoraria to its staff/resource pérsons directly, if engaged for
facilitating social audit of XV FC grants and shall meet expenditure for the same without
having to get approval from the Panchayati Raj Department or the institutions being audited.

Honorarium of staff/resource persons hired for facilitation of social audit of XV FC grants shall

be on par with the MGNREGA social audit norms.

4.4 Responsibilities of Social Audit Unit
a) SAU must conform to the Auditing Standards for Social Audit 2016 prepared by

the MoRD, Government of India as applicable to utilisation of XV FC grants.
b) SAU shall ensure that social audit of utilisation of XV FC grants by every GP/IP/DP

; (and traditional local bodies in areas where part IX of Indian Constitution is not

_ applicable) is conducted with 100 percent coverage of works/services taken up
with XV FC grants. For this purpose, SAU shall prepare an annual calendar for the
next financial year and get it approved by Governing Board before 15t of March
every year. This annual calendar should be shared with all GP/IP/DP in advance.
This calendar will also be uploaded on the social audit MiS to be created by MoPR,
Government of India.

c) The SAU shall ensure that adequate personnel are engaged and trained for
facilitating social audit of utilisation of XV FC grants. The number of resource
persons facilitating audit at a particular location may be decided based on the

number of works, geographical coverage and amount of expenditure in TLB
/GP/IP/DP.
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d) The SAU shall develop formats for field verification, reporting formats, training
manual, IEC material in local language for the purpose of facilitating social audit of
XV FC. Indicative formats are given at Annexure 2. Such formats will mandatorily
cover all items/information to be filled in the sociat audit MiS to be developed by
MoPR to maintain minimum common information enabling MoPR to compare
progress of States in facilitation conduct of social audit, findings and action taken
on findings of sociat audit.

e) The SAU shall ensure that social audit findings are disseminated widely. it shouid
enter findings in MIS created for this purpose by MoPR, Government of India.

f) The SAU shall prepare an annual report with the summary of findings of social
audit, summary of action taken reports as received from nodal department, key
recommendations and financial statements and submit it to State Government,
MoPR and C&AG (Annexure 6).

g8) The SAU shali conduct quarterly meeting with key functionaries at State nodal
department, DP, IP and GP to discuss the findings and review progress of a o
taken on the decisions taken on findings in public hearings at different leve
case action is not taken or is not appropriate, then SAU should flag these issi
higher tevel authorities/officials.

h) The SAU shall set up a mechanism for periodic review of the social audits that
includes conduct of test audits; it shall also establish a grievance registration
mechanism for members of TLB/ GP/IP/DP or the general public who have
complaints/grievances against a social audit team or against individual resource

persons.

4.5 Responsibilities of Social Audit Resource Persons

4.5.1 Responsibilities of State Resource Persons (SRPs)

a) Advise and assist the Director in day-to-day functioning of the SAU.

b) Assist the Director in preparing annual calendar, field verification data collection
format, social audit report format, decision taken format for use in public hearings
and action taken format to track the actions taken on the findings.

c) Prepare learning materials, training manual and undertake capacity building and

training of DRPs/BRPs/VRPs.
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Social Audit Directorate
Mahatma Gandhi National Rural
Employment Guarantee Scheme
Rural Development & Panchayat

Raj Department.

Govt. of Karnataka

No: RDPR:48:SAD:2022-23 Date:03.04.2023

To,

Shri R. Subrahmanyam IAS (Retd)
Secretary, Centre for Research in Schemes
and Policies (CRISP)

B-38 First Floor, Panchsheel Enclave,
New Delhi-110 017.

Dear Sir,

Sub: Requesting for conducting study of Structures and
Processes-of Social Audit Directorate, Karnataka making
suggestions on matters of structure, processes and
policy etc. to improve effectiveness of Social Audit in
Karnataka and achieve compliance to Social Audit
standards.

Ref:  Letter dtd:27/03/2023 written by ACS Panchayath Raj,
RDPR Dept., to CRISP.

kKKK

With reference to above mentioned subject and letter, I wish to state that
Social Audit Directorate, Karnataka is a Society established in the year 2012 and
registered under the societies Registration Act 1960 in line with the
requirements of MGNREG Act 2005, section 17.

The Society is governed by a Governing Council headed by Additional Chicf
Secretary of Karnataka & Development Commissioner, Government of Karnataka
and the Executive Committee headed by Additional Chief Secretary, Rural
Development & Panchayath Raj as per the MOA and Byclaws of the Society.

Social Audit unit is headed by Director, who is assisted by a Joint Director,
State Programme Managers (3), District Programme Managers (36), Taluk
Programme Managers (253) and Village Resources persons (5957) at Grama
Panchayath level.

Karnataka Social Audit unit has been conducting Social Audit of Mahathma
Gandhi Rural Employment Guarantee Scheme, 14/15 Finance Commission Grants
in addition to this Mid-Day Meal Programme, SCSP/TSP, ODF+, NSAP, PDS ctc,, as
per the requests of respective departments managing these schemes.

R Contd....2

First floor, Abaya Complex, Karnataka Slum Board Building, 55, Rishildar Road, Sheshadripuram, Bengaluru -
560 020. Ph No: 080-23460650/651 Fax: 080-23460650. E-mail: dir.sa.nrega@gmzil.com




Social Audit Directorate
Mahatma Gandhi National Rura’
Employment Guarantee Scheme~

Govt. of Karnataka Raj Department.

-2

[n their study on effectiveness of Social Audit, 2019, Pr. Accountant
General in its report observed that Audit standards are not strictly adhered in
conducting Social Audit. Further, the NIRD, in their report of 2019 have made
specific observations and made suggestions for better compliance to the auditing
standards.

As per the discussions held with ACS, RDPR and Panchayath Raj, it has
been decided to look into the structures and processes of the Social Audit Unit
Karnataka and make necessary changes to achieve complete compliance with the
Auditing Standards prescribed by MoRD vide Report of working group set up by
the Joint task force constituted by MoRD and C&AG on setting Social Auditing
Standards.

In this context and in line with the referred letter, it has been decided to
request you to look into the structures and processes of Social Audit Unit against
the Social Audit Rules 2011, Social Auditing Standards and Circulars of Gol issued
from time to time and make necessary recommendations to bring reforms in the
structures, processes and policy etc, of Social Audit Karnataka to achieve
maximum compliance and enhance the effectiveness of Social Audit in Karnataka.

Please find necessary documents for your reference as an annexure to this
letter. Further, I request you to please consider deputing a team of experts from
your organisation to study the SAU Karnataka. I would also like to assure you all
necessary support and assistance in this endeavour.

With warm regards, ; P

()
Y()\qrs Sincerelyt,»/ iy

V\S‘V\Q Wy L-;'\f;‘ s
(Nalini Atul, 1as5) T2{F 2%
Director
Social Audit Directorate
Copy to: -
e Additional Chicf Secretary to Government, Panchayath Raj, RDPR for
information.

e Additional Chief Secretary to Government, RDPR for information.

First floor, Abaya Complex, Karnataka Slum Board Building, 55, Rishildar Road, Sheshadripuram, Bengaluru —
560 020. Ph No: 080-23460650/651 Fax: 080-23460650. E-mail: dir.sa.nrega@gmail.com
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Uma Mahadevan, 1as,
Additional Chief Secrelary to Government (Panchayat Raj)

B0 JEord

Ravemopsh b moeeabs® com® menal
Government of Karnataka

Rural Development & Panchayat Raj Department

D.0.No:RDPR 03 ACS(PR) 2023-03-27 Date: 27-03-2023

Dear Sir,

Sub: Amendment to the Memorandum of Understanding (MoU) between
CRISP and RDPR dated October 27,2022 to include Evaluation of the
Sacial Audit Unit and Social Inclusion (PwDs).

The department of RD&PR, Government of Karnataka and CRISP have signed a
Memorandum of Understanding on 27 October 2022 which defined the scope and
modalities of the joint action. Paragraph 5 of the said MoU has outlined the following areas
of collaboration:

1. Evaluztion of the rural libraries project,
Concurrent evaluation of MGNREGS Creches.
On strengthening GPAAA: Micro Health plan at the GP level.
GP and SHG convergence in the Karnataka context,
Promotion of sports in GPs.

SEE N

The Department is proposing that the following shall be added to the 5 areas of
cooperation:

\
~UN -
N~ “1\) 6. Institutional Strengthening of State Social Audit Unit
1 7. Social Inclusion, with specific neference to Persons with Disabilities (PwDs)
F\ Y
AR AN

The timeframe, scope of work and modalities would be finalised after detailed
/ discussions between the department and CRISP,

The department also requests CRISP to allot one more Young Professional to its
Karnataka Team in order to undertake work related to the additional focus areas proposed
here. Due to the Gram Panchayat focused work, it is requested that the Young Professional
be proficient in written and spoken Kannada.

With regards,
Yours sincerely,

(Uma Mahadevan)
ShriR. Subrahmanyam, IAS (Retd.),
Secretary,
Centre for Research in Schemes and Palicies (CRISP)

B-38 First floor, Panchsheel Enclave,
New Delhi-110 017.

nERDBE 33, 3¢ BB, 33¢ Rt LJordodd-560001. M.S. Building, 3rd Floor, Gate No. 3, Bengaluru - 560 001 INDIA
Tel. : 080-2238 4574 /2203 2941 e-mail ; acs-pri@ka.gov.in




R. Subrahmanyam IAS o Website:
Secretary CR ‘S P \z\ it : www.crispindia.net

Contact: 9971554555 Email:

Centre for Research in Schemes admin@crisgindia.net

and Policies, New Delhi
Reg No:S/3007/SD/2022

W Dated: 31% August 2023

Dear Uma ji,

In accordance with the supplementary MoU between the Government of Karnataka
and Centre for Research in Schemes and Policies (CRISP), | am enclosing the final
part of the Report for strengthening social audits in Karnataka. This report is @ result
of a thorough verification of field level processes done by CRISP using the Test Audit
tools.

This report was possible due to the work done by Senior Social Auditors from other
States led by Ms Asha Latha former State Coordinator of AP/TG, under the guidance
of Ms Sowmya Kidambi former Director of Telangana Staie Social Audit Accountability
and Transparency (SAAAT) and Ms Rakshita gwamy Director SAFAR.

| would be grateful if action is initiated on the recommendations to further strengthen
this tool of social accountability, especially as it extends to other departmental

schemes.
ST 1':_3-44
vours sincerely,
(R. Subrahmanyam)
Ms Uma Mahadevan IAS
Special Chief Secretary
PR&RD Department

Govt of Karnataka.



Report on strengthening social audit in

I Karnataka

Deliberate. Design. Deliver,

6. Janta Ka Manch (Collective Platform):
This the final process of social audit where the audit report is read out in
the presence of the high officials (endowed with disciplinary power), the
implementing agencies, beneficiaries, and people at large. This gives an
opportunity for the higher authorities to understand the field realities and
goad them to act on that.

7. Prasaar (Dissemination of the report);
The findings of Social Audit should be accessible to all and in the public

knowledge through platforms using traditional methods of information
dissemination as well as new and emerging technologies.

3. Test Audits for verification of
processes

Test audits are a process whereby the robustness and efficacy of the social
audits that are assessed. The exercise involves identifying Gram
Panchayats based on a set of parameters and facilitating another audit in
these gram panchayats with a team of facilitators who were not part of the
regular social audit that was facilitated in the Gram Panchayat.

The report by the test audit team is then compared with the report of the
regular social audit to see if there are inconsistencies and if the process was
conducted according the auditing standards and principles.

The main objective of the test audit exercise is to examine how to improve
the field level processes in the social audits and is meant to be a peer review
as well as an exercise undertaken by a separate wing of the SAU.

4. Process of the Test Audit

a. Selection of the Gram Panchayats —
CRISP identified the Gram Panchayats to be taken up for test audit
through the following criteria- Gram Panchayats with the highest
expenditure and lowest expenditure in MGNREGA, taken up for regular
social audit in the previous round. The logic for this was to see what kind
of issues were identified in the highest spending and lowest spending

e B s P e s
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Report on strengthening social audit in

Karnataka

Gram Panchayats from the financial, social inclusion and entitlements
perspective. The test audits were facilitated in two Gram Panchayats, one
each in the North and South districts of Karnataka.

i. District : Bellary

Taluk : Sandur

Test Audit Gram Panchayat: Thoranagall

Test Audit Date: 06-07-2023

Records Period (2022-2023): 01-10-2022 To 31-03-2023
Regular Audit Date: 08-09-2022 To 13-09-2022

Total wage (covered by Social Audit): Rs 10,45,524/-
Total material: Rs 1,91,017/-

Total Expenditure: Rs 12,36,541/-

ii. District : Tumkur

Taluk : Gubbi

Test Audit Gram Panchayat: Doddagune

Test Audit Dates: 06-07-2023 To 11-07-2023

Records Period (2021-2022): 01-10-2021 To 31-03-2022
Total Works: 70

Total Wages (covered by Social Audit): Rs 4,49 572/-
Total Material: Rs 1,36,455/-

Total Expenditure: Rs 5,86,026/-

. Test Audit Team —

For any test audit to be successful, it is important that the team facilitating
the process to be independent of the implementing and auditing agency.
In instances where the test audit is being facilitated by the Social Audit
Unit, it is important to ensure that the team who facilitated the regular
audit has no connection professionally or personally with the team that is
facilitating the test audit.

In this instance, CRISP put together a team that was independent of the
SAU by engaging the services former resource persons from the
neighbouring state of Andhra Pradesh.

The test audit team was led by Ms.Ashalatha, former Programme
Manager, Capacity Building, Society for Social Audit, Accountability and
Transparency (SSAAT), Andhra Pradesh with over 10 years of
experience in social audit of MGNREGA and other social welfare
schemes and a Lead Course Coordinator for the 30 days training for all
social audit resource persons across the country, facilitated by the NIRD
and funded by the MoRD. The team also comprised of 10 former

e N D R S B I s = Mo
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Report on strengthening social audit in

Karnataka

Resource Persons with more than 5 years of field experience in
MGNREGA audits, from the bordering villages of Ananthapur, who could
communicate and understand Kannada.

. Process of test audits

The test audit process began on the 6™ of July, 2023, with 5 resource
persons each being deployed in the two Gram Panchayats of Torangallu
and Doddegune. The process was monitored by the coordinator
Ms.Ashalatha and Ms.Rekha from CRISP. The team stayed in the local
government accommodation provided by the PDO.

The time-line of the test audit was as follows-

6™ July, 2023 - Conducted a coordination meeting with the MGNREGS
implementing agency followed by collecting records.

7' July, 2023 - Record verification

8™ July — 10" July, 2023 - Door to door verification and worksite
verification.

11" July, 2023 — Test audit Report writing and comparison with the regular
social audit report. This was followed by an interaction and a de-briefing
session with the implementation staff at the Panchayat as well as the
social audit team members of the SAU Karnataka deployed in the Block.
Interaction with national level social audit experts Ms.Sowmya Kidambi,
former Director, SSAAT, AP and Telangana and Ms.Rakshita Swamy of
SAFAR.

. Getting the records:

The test audit team used the same set of records that was used during
the regular social audit by the SAU Karnataka team. The records were
provided by the Panchayat Development Officer (PDO).

The social audit team collected the work files which ideally should contain
21 documents as per the guidelines issued by the MoRD —

z
o

List of Documents

Checklist of Documents

Copy of the Annual Action Plan/ Shelf of Projects
Copy of Technical Estimate and Design
Technical Sanction

Administrative/ Financial Sanction

Convergence Funds/Inputs, if any

Demand Application Form

Work Allocation Form

®|N|o(on s w N
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Report on strengthening social audit in

ICRISP |

Deliberate. Design. Deliver. Karnataka
9. Copy of filled e-Muster Rolls
10. Copy of Measurement Book
11. Material Procurement Document and Usage
12. Copy of Wage List
13. Copies of Wage and Material Payment FTOs
14. Material Voucher and Bills
15. Copies of Receipts of Royalty Paid
16. Photograph of the Project/ Work at three stages-before,
during and after
17. Work Completion Certificate
18. Muster Roll Movement Slip
19. Geo-tagged photograph of the Asset (at least one stage)
20. Copy of Social Audit Report of the work
21. Other State Specific Documents

According to the MoRD, the above list issued is indicative and not
exhaustive. The States/ UTs can add more documents to Case Record/
Work File based on their State specific practices. Since, the records will
be maintained at Gram Panchayat Level, the State/UTs may maintain in
their preferred language.

e. Overview of the two gram panchayats —
Thorangall Gram Panchayat —

11 types of works were carried out under Mahatma Gandhi National Rural
Employment Guarantee Scheme during the period 01-10-2021 to 31-03-

2022.

S.No | Name of the No.of |Wage (in | Material Total (in
work works Rs) (in Rs) Rs)

1. Horticulture 08 489855 173447 663032

2 Vermi compost 01 8959 17570 26529
pit

3. Percolation 01 358560 00 358360
Trenches

4, Contour trenches | 01 188350 00 188350

11 1045524 | 191017 1236541

- The total number of job cards sanctioned was 775 of which only 327 job

cards were active and the remaining 448 inactive.

12




Report on strengthening social audit in
Karnataka

CRISP:

- During the period from 01-10-2021 to 31-03-2022, 148 Job card holders
worked under the National Rural Employment Guarantee Scheme. The
remaining 179 job card holders did not work.

- During the Social Audit period (from 08-07-2023 to 11-07-2023), the Test
Audit Team met 129 laborers and 19 could not be met as they were
unavailable. The rest of the workers stated that the labour that these
labourers go to work in the Jindal factory in the morning and come home
at night.

Doddagune Gram Panchayat - 70 types of works were carried out under
Mahatma Gandhi National Rural Employment Guarantee Scheme during
the period 01-10-2021 to 31-03-2022 in Doddagune Gram Panchayat.

S.No | Name of the No. of Wage (in | Material Total (in
work works Rs) (in Rs) Rs)

1 Desilting of Tank | 01 28322 0 28322
Cattle water 01 12138 0 12138
Through

3. Coconut 10 162017 13500 175817
Plantation

4. Soak pits 50 133807 111598 245405

B, Farmpond 03 65025 0 65025

6. Vermi compost 02 14161 11357 25518
pit

2. Cattle shed 03 34102 0 34102
Total 70 449572 136455 586026

Doddagune Gram Panchayat has total 20 residential villages, out of
which empioyment guarantee work has been done only in 15 habitations
(during 01-10-2021 to 31-03-2022) and in other 5 villages of
Paramsandra, Chikka Halli, Gollara Hatti, Dindagadahalli Hatti and
Dallanahatti, no work has been done.

The total number of job cards sanctioned was 1402 and only 114 job card
holders have worked between 01-10-2021 to 31-03-2022. The remaining
1288 job card holders have not worked. Out of 114 job card holders, 98
job card holders were met during the test audit and the rest of the job
card holders were unavailable. During the door-to-door verification, the
labourers and the villagers were questioned and said that they are more

13



Report on strengthening social audit in

Karnataka

interested in their own work. Of the 1402 job cards that were sanctioned,
441 are active and remaining 1061 job cards are inactive.

5.

Test Audit feedback-

The test audit has examined the field level processes with reference to the
principles of social audit enunciated earlier.

1. Jankari (access to Information)
A. Parameters examined

The test audits examined the following at the field level:

a.

There should be clear and detailed instructions regarding the role and
responsibilities of government functionaries at each level to provide
records to social audit team. Have such instructions been issued by
the State?

To conduct social audit in timely manner, auditor should also be aware
about these instructions. Are the Social Audit resource persons aware
of the instructions?

It is also important that the Government functionaries discharge the
role assigned to them, therefore there should be a system of
monitoring to ensure proper follow up to provide all the records in time.
Is there a system in place to monitor the same?

. All the required information and records of all implementing agencies

are required to be provided to the Social Audit team at least 15 days
before the day SA Gram Sabha meeting to provide enough time for
assimilation & verification. Has this been followed by the implementing
agency?

It is the responsibility of the DPC to ensure that all records as required
are furnished to the SAU through the Program Officer. Has the DPC
or the officer responsible for ensuring that records are handed over in
time to the team, been informed in case of delay in handing over
records?

In case records are not provided in time or are incomplete, what is the
action that is being initiated against the concerned? Any corrective
steps that are being implemented.

14
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C R I S P I Report on strengthening social audit in

Deliberate. Design. Deliver.

g. The information contained in the records is required to be analysed in
such a form that it can be easily understood by the stakeholders. Is
this being followed? Please attach copies of the formats being used.

h. Summaries of muster rolls, bills must be prepared in a format that can
be presented to the villagers. Similar summary for works is also to be
prepared in advance. Are the MoRD formats being used? Are they
accurate and user friendly?

i. Suggestions for improvement in the handing over of records and the
formats being used by the field level social audit resource persons to
be sought.

Observations:

a. It was observed that the process of handing over records to the
social audit team was not time bound and no proper follow up
system was in place to ensure that the social audit team received
the records on time. Though there is an order that states clearly
that the implementing agency, the PDO is supposed to hand over
the records to the social audit team so the audit can commence on
time, the same was not being followed. The local social audit team
members also seemed to be unaware that such orders existed,
they were however, aware of the letter intimating the social audit
schedule to the District and Taluk officials. Lack of stringent follow
up, beyond issuing a notice to the concerned official has resulted
in no corrective action being adopted.

b. The delay in handing over records to the social audit team has also
resulted in the days for audit being reduced due to the increase in
wait time. The entire social audit schedule for a GP is 6 days. If two
to three days goes in waiting for records the audit time gets
reduced by half. Also, in many instances they team is simply told
to go ahead with the records available, this results in the works for
which records have not been given, not being verified. This would
also give an indication to those who do not produce full records for
the audit that they produce the records only for the works that they
want audited and not for all the works. It is important that there are
stringent follow up norms framed and implemented by those vested
with the powers for follow up to ensure non-production of records
is made zero.

c. While the MoRD has given an exhaustive list of 22 documents that
are to be maintained in a work file, it was observed that some
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important documents such as photos of the three stages of work
and geo tagged photos were not available on the file. Work related
estimates were also unavailable in some work files. The social
audit report should have a template and a checklist of what
documents were handed over and what were not handed over for
corrective action to be initiated. Mostly the work files not being
handed over were of community works more than individual works.

d. The social audit team uses the MoRD MIS-generated social audit
verification formats. However, the feedback from the team was
that, certain expenditure details pertaining to convergence
works was missing in this auto generated MIS based formats.
Since the records related to works taken up with other line
department in convergence were not handed over to the team for
audit, it became impossible to verify these works.

e. One recommendation regarding the work files pertaining to works
taken up in convergence with other line departments could be that
an attested photocopy of all the records in the work file be handed
over to the PDO after the completion of the work. This would
ensure that the delay and non-submission of records by the line
departments is reduced.

2. Bhagidari (Involvement and participation of citizens)
A. Parameters examined

In this, the test audits have examined the following:

a. The Social Auditors should conduct door to door verification of
information available in primary records to identify issues related to
entitement of the beneficiaries. This the first step in the process of
ensuring that citizens participate in the social audit process. Has this
been followed?

b. Examine all primary records related to entitlement of job available at GP
level to identify the thrust areas regarding entittement before conduct of
door-to-door survey, so the team goes into the village fully prepared for
the verification. Is this being followed?

c. Interact with adequate number of job card holders, social workers,
nominees of NGOs if any and other responsible persons of the area to
check the genuineness of information provided by GP. Mobilize workers
to participate in large numbers in the audit process. Is this being
followed? Reasons may be ascertained in case this is not being followed.

d. Thorough verification of Muster Roll entry and payments made in the time
period specified for Social Audit by establishing contact with the wage

T B A S T sy e v sisess
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seekers whose names are entered in the muster rolls. To pinpoint
discrepancies if any and record them for the labourers. Is this being
followed? Quality of the evidences being collected from the labourers?

e. Recording the written statements of the laborers on any issue as well as
filling up of the Social Audit formats and writing reports. Quality of the
process being followed?

f. The Social Auditors should conduct physical verification at work sites

through measurement of works executed, quality checks and
ascertainment of usability of works.
The Social Auditors should examine all records related to execution of
works available at GP to verify usability of assets created and
transparency and accountability norms. Social Auditors should visit work
site with representatives from executive agency and beneficiaries to
verify the actual status of work from what has been given in the records.
Is this being done? All works? Some works? Quality of technical skills of
the social audit resource persons?

A. Test audit Observations —

a. It was observed that door to door verification was being taken up
100%, with the usual issues related to some labourers being
unavailable / door locked cases.

b. In the case of worksite verification, there is a need to have a
structured approach to involve beneficiaries in the exercise. As
mentioned above in the section pertaining to information that
should be available in the work file, since photos of the three stages
of work and geo tagged photos were not available, it was very
difficult for the test audit team to ascertain the exact location of the
soak pits. In the instances where the soak pits could not be located,
the photos in the work file did not help since there were no
landmarks or visible signs of difference that could be identified in
the photos to determine the location where it was said to have been
constructed.

c. Recording less measurement in the MB related to certain works
was also observed by the test audit team.

d. Similarly, the test audit team observed that there were no worksite
boards for individual works such as soak pits. The reason for this
was that the entire wage and material amount including the work
site board is being credited to the beneficiary account.

e. Since the MoRD has not been releasing material payment to state
on time, there are more than two years pending payments for
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material related to individual works as well, resulting in a lot of
anger at the village level. In the absence of any worksite boards at
the locations, it is extremely difficult to identify the works that have
been taken up in the FY being audited.

f. It was also observed that the social audit team needs more
technical training. Some issues related to material works as well as
earth works were not fully verified by the team and they are
dependent on the local technical staff of the same Gram Panchayat
for technical verification of works.

g. An IEC toolkit on social audit would be very useful in creating mass
awareness regarding the social audit process as well as the rights
and entittements under the MGNREGS. There should be a
mechanism whereby an IEC team can be engaged to create
greater awareness regarding the social audit process to increase
public participation in the audit as well as the Gram Sabha.

3. Karyawahi (Time bound action)
A. Parameters examined

a.

b.

A follow-up mechanism should be established to monitor and ensure that
action has been taken on the findings of the social audit.

The State Government, in consultation with the Social Audit Unit, shall
establish a follow-up mechanism to monitor and ensure that management
actions have been effectively implemented on the findings of the social
audit

In view of the vast number of social audits, it is important that State
Government frames the formats of social audits which are easier to use
and presents the information collected during social audit in a usable
manner for the purpose of taking follow up action and to know the
indicators about the extent of effective implementation of social schemes
In follow-up action, separate statement showing the penalties and other
punitive actions taken, as required under the law, and their present status
should be furnished.

The State Government shall assign responsibilities to the respective
District Programme Coordinators (DPCs) at district level and Programme
Officers (POs) at Block level to implement corrective actions in a time
bound manner.

A district wise report on action taken and recoveries made / punitive
actions taken thereof shall be made semi-annually by the DPCs and
forwarded to the Chief Secretary, State Employment Guarantee Council
and the Governing Board of the SAU.
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g. Are these processes being followed and is a robust and effective system
for follow — up in place? What is the quality of action that has been taken

so far?
B. Test Audit Observations — The test audit has shown that:

a. there is no clear structure for follow-up post the social audit process. The
current system adopted in Karnataka is that after the Gram Sabha is held
in the presence of an independent observer from a department other
than the implementing agency, the report is handed over to the Executive
Officer, Panchayati Raj (EO-PR), who is also the PO of the implementing
agency. The EO issues notices to the concerned but beyond that there
is very little follow up that is done. If social audits are to be of any use, a
stringent follow up mechanism is equally important. If the average
number of issues in each Gram Panchayat ranges from 10-20, across
the State this would be more than 50,000 issues. The MoRD
classification of issues in the MIS developed to capture and track each
finding are as follows —

i. Financial Misappropriation
ii. Financial Deviation

iii. Process Violation

iv. Grievances

b. In the FY 2022-23, the SAU Karnataka identified 12,256 issues, with a
corresponding Financial Misappropriation amount of ¥ 17,34,04,150. Of
this, ATR for 7464 cases have been decided and uploaded in the MoRD
MIS, with a corresponding Financial Misappropriation Amount of decided
cases, as reported by SAU of ¥ 7,40,73,783. The No. of decided Cases
for which financial misappropriation amount needs to be recovered as
reported in the MIS is 2942. Final Recoverable Amount to be recovered
(Rs.)1,72,64,862. No. of decided Cases for which Recovery is done is
2935 and the total amount recovered so far is Rs.1,71,82,116. (Figures
are as per R.9.2.8, MoRD MIS reports dated 8/8/23. This data is dynamic
and gets updated daily)

c. Given the number of issues that have been identified under just one
category, if all the issues had to be followed up and taken to its logical
conclusion the State must devise both a structure and a process for
follow up. The State could look at other States where follow up
structures have been set up and develop something similar for
Karnataka.
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d. CRISP could also help the State Government work out a structure for the
systematic follow up and closure of social audit issues as has been
mandated by the MoRD, especially since this an important parameter
being monitored by the Ministry regarding fund release for the
MGNREGS to the states.

4. Suraksha (Protection of Citizens)
A. Parameters examined

Has the State made adequate provisions for citizens to participate in the
audit without fear?

a. Have there been instances of violence or threats during the social
audit process?
b. In such instances, how has the state dealt with the situation?

A. Test Audit Observations —

a. There is no perceived threat to either the social audit team or the
beneficiaries that was observed during the test audit process. There
has not been any attack on anyone while the social audit was being
facilitated in the Gram Panchayats.

b. In instances where the social audit team has perceived a threat of
disruption during the process or the Gram Sabha, they have informed
the EO-PR and they have been provided with immediate police
protection to ensure that the process is completed without any law-
and-order issue.

c. There are of course signs of elite capture of the scheme and self-
censoring while engaging with the social audit team in instances where
there has been a collusion between the labourers and the village elite,
GP members.

d. IEC and creating mass awareness is the only way some of these fears
can be addressed by the social audit team. Especially in areas where
it is evident that one community is being favoured because of their
numbers and their political representation in the Gram Panchayat vis-
a-vis the other communities.

e. Itis evident based on which community gets higher number of days or
even higher number of individual beneficiary works. The social audit
team must be observant in this regard, especially since it impacts the
entittements of those who need it the most.
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5. Sunwai (Citizen’s right to be heard)
A. Parameters examined

The citizen’s right to be heard involves their right to present evidence to
the audit team without obstruction in a ward sabha, gram sabha and
public hearing.

a. Analytical evidence: Analytical evidence stems from analysis and
verification of data. The analysis can involve computations, analysis of
ratios, trends, and patterns in data obtained from the auditee or other
relevant sources. Comparisons can also be drawn with prescribed
standards.

b. Physical Verification: The aim of social audit is to ensure that social
objective of Government scheme have been achieved. Physical
verification is an important task to be performed by social audit team in
order to facilitate conduction of Jansunwai /Gram Sabha by Gram
Panchayat. Physical verification is the process of verification of the issues
related to entitlement and works executed under the scheme.

c. Physical evidence: The evidence can take the form of photographs,
charts, maps, graphs, or other pictorial representations. When the
observation of a physical condition is critical to achieve the audit
objectives, it should be corroborated by using photograph, video etc.

d. Oral evidence: Oral evidence takes the form of statements that are
usually made in response to inquiries or interviews of beneficiaries.
Corroboration of oral evidence is needed if it is to be used as evidence
rather than mere background information. While conducting social audit
oral evidence (gathered by interviews and questionnaire) may support
other findings as impact of scheme, status of job entitlement.

e. Documentary evidence: Documentary evidence in physical or
electronic form (all reports and statement entered in MIS on scheme
website) is the most common form of audit evidence.

The test audit team tried to ascertain if these processes are being
followed. In case it is not being followed, the reasons for the same.

B. Test Audit Observations —

a. There is no evidence gathering that is taking place in the social audit
process. The social audit team members informed the experts and the
test audit team that people are scared to give evidence in writing.
However, the social audit Resource Persons need to be trained in the
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various ways in which evidence can be gathered and incorporated in the
social audit report.

While the oral evidence is just one form of evidence, there are a lot of
ways, including documentary and physical verification evidence that can
be gathered by the social audit teams in instances where the oral
testimonies are not very forthcoming. This was clearly substantiated in
the test audit process. The detailed test audit report of both Gram
Panchayats will be shared with the SAU.

6. Janta Ka Manch (Collective Platform)
A. Parameters examined

a.

SAU shall be responsible for convening the Social Audit Gram
Sabha/Public Hearing.

Social Audits is to be independent of the implementing agencies.
Therefore, social audits Gram Sabha's is not to be chaired by anyone
involved in the implementation of MGNREGA in the Gram Panchayat,
including the Sarpanch.

The Social Audit Gram Sabha is to be held in a neutral public place in the
Gram Panchayat and the date should be informed by the VRPs much in
advance and displayed on the notice board of the Gram Panchayat.

Participation of the most marginalized (SC, ST, elderly, single women
etc.), elected members of the GP implementing Staff SHG members or
NGOs etc.

The SAU should record the decisions taken and get it counter signed by
the Sarpanch, whoever is present. The names of all participants and
complainants should be recorded and signed by them and countersigned
by the Presiding Officer.

State Government should ensure attendance of DPCs/POs and other
staff involved in implementing the scheme under the Act. "Jan Sunwais"
which provide the platform, to be informed about the previous social audit
public hearing report and action taken on the grievances and issues
relating to the current social audit conducted

The test audit team must ascertain if these processes are being followed.
In case it is not being followed, the reasons for the same.
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B. Test Audit Observations —

a. In keeping with the spirit of the Act the Public Hearing is through the Gram
Sabha in the presence of the independent observer called a nodal officer
who does not belong to the implementing agency but is from the same
taluk. In 80% instances the nodal officer attends the Gram Sabha, in the
20% where the nodal officer does not attend, a senior citizen is selected
and made the chair of the Gram Sabha. After the Gram Sabha is held the
social audit report is submitted to the Panchayat, the EO-PR. A
consolidated report of the entire block gets sent to the State.

b. There are no further public hearings or meetings held after the Gram
Sabha. There needs to be a mechanism whereby meetings are also held
at the District and State level to have an effective follow up mechanism
and for the findings from the social audit process to feed into the policy
and implementation of the scheme. The social audit resource persons
would be in a position to inform the implementing agency regarding areas
that need immediate redress to be able to make the implementation of
the scheme more effective. .

7. Prasar (Report Dissemination)

B. Parameters examined

a. Social Audit Reports should be accurate, objective, clear, concise, and
complete.

b. Social Audit reports should be in a standardized format

c. The Social Audit Reports of each Gram Panchayat in the states should
be in public domain.

d. Social Audit Reports should be prepared in the local language.

e. The presentation of information should necessarily include:

(i) Observation on the status of book keeping

(if) Work orders and accounts related to each work is to be loudly read
part by part which is to include items like

(iii) accounts for wages paid with names to whom they were paid.
Testimonies for objections/corrections should be taken at each step and
should not be heard only on the completion of the reading of the record,

(iv)accounts for material expenditure incurred including item wise
material procured,
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(v) quantities procured and rate at which it was procured. Testimonies for
objections/corrections should be taken at each step and should not be
heard only on the completion of the reading of the record,

(vi)observations on deviations found in measurement of works,
(vii)observations on status of completion of works and
(viii) bringing forward of specific cases of non-inclusion

The test audit team should ascertain that these aspects are being
followed. In case it is not being followed, reasons for the same must be
ascertained.

B. Test Audit Observations —

a.

The social audit issues are being entered into the MoRD MIS created for
the purpose of tracking the life cycle of each issue identified during the
audit and ensuring that it reaches a logical conclusion and subsequent
closure. The issues are visible along with the action taken report in the
public domain.

The SAU has also started a dedicated YouTube channel more recently to
upload the live recordings of the Gram Sabha in the public domain which
is very welcome.

The use of technology is being used quite extensively to disseminate and
publicize the process and the reports.

The reports are in the local language and while copies are available in
the Gram Panchayat, ways in which the beneficiaries can access them
should also be explored. Standard formats which can be used by the
social audit teams across the state should also be explored. CRISP will
support this process as well.

The State must have a repository of all the social audit reports in the
digital form by getting them scanned. Especially in instances where FIRs
are lodged and there is a possibility of the case going to trail, the original
copy of the report will be required.
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No. J-1 1017/01/2025-RE-1v (392362)
Government of India
Ministry of Rural Development
Department of Rural Development
(Mahatma Gandhi NREGA Division)

Krishi Bhawan, New Delhi
Dated:21.05.2025
To,

The Additional Chief Secretary,
Department of Ryral Development and Panchayati Raj
Government of Karnataka

Bengalury

I'am directed to refer to and enclose herewith Monitoring Visit Report of
Central Team led by Shri P. Siva Shankar, Director (Mahatma Gandhi NREGA)
which has visited State of Karnataka from 22.04.2025 to 25.04.2025 1o review the
irmplemeantation of Mahatma Gandhi NREGS.

2 In this regard, State is requested to take necessary action on observations/
recommendations of the Team and furnish Action Taken Report (ATR) to the
Ministry within a period of 30 days from the receipt of thig letter.

A

Encl. As above.
Yours taithfully,

L

ﬁ'LQ‘T U

» ‘
%/)/ (Shama Parveen)
q\

Assistan! Director (Mahatma Ganghi NREGA)

Copy to:
Commissioner (Mahatma Gandhi NREGS), Government of Karnataka

A



1076725, 20257123

for proper management of the excavated soil. State government need to identify and quality the number of
similar works taken all districts and submit the ATR report .

5. Lack of technical supervision at the field level has been observed. No marking before start of work and no
strict measurement after work has completion has been observed. It is very serious issue especially in NRM
works. Proper training of technical and non-technical person is necessary. Earlier training given to the field
machinery seems not effective on the ground .

6. There is large gap in implementation of good governance initiatives in all the visited GPs. Good governance
initiatives like Citizen Information Board (CIB), Work File, 7 Registers, Job cards were not found updated. The
work file presented before the team were not properly maintained and lacking important documents.
Geotagged photographs, bills/vouchers, MB book were not available in majority of the work fiies. The record-
xeeping and work file management needs to be improved. The state government need to improve the IEC
and training in this regard.

7. Sgcial audit process is weak. They mainly concentrate on verification of records. There is a doubt about their techn’

capacity in of works. Moreover, there is only one social audit per year. In such a situation. it is difficGlt 1o
assess the quality of earthen works like construction trench etc. NLM team ali observations should have been noticed

by social audit machinery. There is a serious lapse in following the procedures by social audit wing.

8. On complaint raised in the state legislature, social audit has en‘quired in 33 GP of Devdurga block and given prelinunary
report that around 130 cr misappropriation has happened. But in final report it finalized it to 11 cr. The social audit unit
need to submit special report immediately what is the basic for both preliminary and final report and why huge
difference in both reports. The state government should explain what the status of DE eAquITy s @nd how much hac
been recovered so far.



8. It seems in many materials related works the tender process was not followed as described in the AMC. The state

government need to find out in how many works tender process not followed and what is the total amount of that works
in all districts and submit ATR.

10. It has been observed that without completing original labour budget and original works additional [abour budget has
been approving. State government need to stop this practice.

11. Display of works done under MGNREGA at GP level is not

practiced. State government should strictly implement this
with painting on wall.

Abstract of visited GPs at Raichur District
~ Gram Pan(ﬁh'éyét:;"ﬁ. 'GANEI(jAL, Block - Devadurga, District — Raichur

Total 68 types of works has been taken in the Gram panchayat in last Four years ( 2022-23 t0 2025-26)

* Outof total expenditure of Rs. 13.66 Crore 9.74 crore was made in only FIVE Types of work

I Sk Works/Name of works taken Total No. Wage Material Total Remarks
' No.

Total works taken since
2022-23 to 2025-26 2,207 11,12,92,245.27 2,53,58,198.38 13,66,50,443.65
Construction of Water Absorption
Trench for Community
8lock Plantation of Bio-drainage trees ; -
in Wastelands for community 56| 2,08,13,900.22 1,32,300.00 2,09746,200.22

oy

189 | 4,87,74,963.20 4,87,74,963.20 Repeated and split works

at same place observed

0

~

Name change actual work
Roof Top Rain Water harvesting for

- Construction of Water
Government/Panchayat Buildings 33, 1,00,59,077.00 . 1,00,52,077.00 Absorption Trench for
. Community
4

Frie o, 11017 /01/2025-RE-IV (Compute: No, 332382)
Generates tior eOfice by MANIKANT KUMAR . MTS (MGNREGA-IV) -MK, MTS, MORD o1 21/05/2025 03:54 pm
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) Principal Secretary, Department of Rural Development/Panchaanti.Raj
C) Director, Socia] Audit Unit : -
d 3 Tepresentatives from Ciyij Society Organizations, Academic and Training
~* Institutions, working in the State or outside, having long- standj ng experience

€) Other special invitees from Departments that are undertaking socia] audits in

10.1.4 Staffing- Selection ang Appointment
The; Independent Social Audit Unit should pe equipped with sufficient staff to

. €nsure smooth functioning. These shall include but not be limiteq to: a.full-time

Director, an accounts,in-charge,_and staff dedicated for various funttions Jike
conduct of socia] audit, moniton"rig, IT, capacity building and decumentatjon To
ensure quality and Maintenance of ethical standards in the social audit process
and to follow-up of the social audit findings, every Social Audit Unit shall appoint
adequate number of*State, District and Block Resource Persons. The staffing
pattern, qualification etc., of personnel to be recruited for SAU at the State,
District and Block level wij be decided by the State Government ip consultation
of the Goverm'ng Body of the SAU.

# Mahatma Ganep, NREGS

o
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