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1 Overall Fiduciary Risk Assessment – Summary 
1.1 Overview 

The support to Strengthening Rural Decentralisation (SRD) Programme is an effort aimed at 
more effective, accountable, and pro-poor rural decentralization in West Bengal. The 
programme represents a complementary and additional support to the State Government’s 
ongoing initiative for rural decentralization and poverty alleviation. It attempts to support the 
State Government’s efforts for accountability, transparency & inclusiveness & enhancing 
responsiveness of PRIs.  

With the scaling up of budget spending by the Department and in view of the proposed 
Department for International Development’s (DFID) funding to support the Department, a 
Fiduciary Risk Assessment (FRA) has been undertaken. Fiduciary risk is defined as the risk 
that expenditure may not be properly and timely accounted for; funds may not be spent to the 
extent and for the purpose authorised; and use of funds may not achieve value for money. 

The FRA uses a framework based on eight ‘good practice principles’ and fifteen related 
benchmarks. The assessment against each benchmark is carried out using a rating scale – A 
- low risk, B- moderate risk, C – substantial risk and D - high risk. Based on available 
evidence, a trajectory of change (i.e. whether or not improvements are underway) is also 
indicated. 

1.2 Statement on Key Risks 
The overall fiduciary risk of SRD Cell is assessed to be Moderate.  

Table: Summary of risk ratings 

Risk 
Rating 

Nos. of 
Benchmark 

Relevant Benchmark 

A – Low 0 None 

B – 
Moderate 

11 

BM 1: A budget law specifying fiscal management 
responsibilities is in operation  
BM 2: Accounting policies and account code classifications are 
published and applied 
BM 5: Budget allocations are broadly consistent with any 
medium term expenditure plans for the sector or for the overall 
budget 
BM 6: Budget outturn shows a high level of consistency with the 
budget 
BM 7: In-year reporting of actual expenditure 
BM 8: Systems operating to control virement, commitments and 
arrears 
BM 9: Appropriate use of competitive tendering rules and 
decision making is recorded and auditable 
BM 10: Effective action taken to identify and eliminate 
corruption. 
BM 11: Reconciliation of fiscal and bank records is carried out 
on a routine basis 
BM 12: Audited annual accounts are submitted to parliament 
within statutory period 
BM 13: Government accounts are independently audited 

C – 
Substantial 

4 
BM 3: All general Government activities are included in the 
budget 
BM 4: Extra budgetary expenditure is not material 
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Risk 
Rating 

Nos. of 
Benchmark 

Relevant Benchmark 

BM 14: Government agencies are held to account for 
mismanagement 
BM 15: Criticisms and recommendations made by the auditors 
are followed up 

D – High 0 None 
Overall risk rating: Moderate 

Risk of Corruption: Moderate (SRD funds)  

The financial management system at PRI level has been significantly strengthened with 
computerisation of accounting mechanism. SARAL-IFMS financial management system has 
been installed at all Zilla Parishads and in 226 out of 333 Panchayat Samitis. Further, a 
customised financial management system for GPs – GPMS - has also been developed by the 
e-Governance Cell of PRDD and installed in 1264 out of 3354 GPs. The recently introduced 
GP Accounts, Audit and Budget Rules - 2007 introduced double entry system of accounting 
for all GPs irrespective of whether accounts are manually maintained or computerised. 
However, the capacity at GP level is limited and needs to be strengthened immensely. Roll-
out of GPMS system and training on double entry basis of accounting also needs to be 
strengthened. This was one of the major reform suggestions given in the 2003 FRA study 
and a lot of headway as aforesaid has been made in this direction. 

The PRI system is spending large volume of funds, almost 40%, through direct devolution 
from Central Government in form of Twelfth Finance Commission Grants and other Central 
Sector Schemes. Apart from that the own source revenues of PRIs have also increased 
substantially. This point to significant amount of expenditure being off budget for the State 
Government and consequent high risks pertaining to weaknesses in the system of internal 
audit undertaken at the GP level.  

A summary of the key fiduciary risks identified are as follows: 

�  Significant off-budget expenditure:  A significant portion of the expenditure in the 
sector is off- budget. As the table below shows, for the year 2006-07, around 39% of the 
expenditure was off-budget. 

Table 1: Off Budget Expenditure for the Department 
Year Central grants under CSS 

direct to ZP 
% share in total funds 

transferred to Panchayats 
2002-03 367.08 44.16 
2003-04 403.07 41.86 
2004-05 530.79 43.82 
2005-06 948.99 47.09 
2006-07 789.86 39.03 
2007-08 1349.66 41.78 

Source: Administrative Report, 2007-08 

�  Inadequate internal audit at GP level:  Though guidelines related to conduct of internal 
audit are well detailed out in the GP Rules, significant vacancies at Panchayat Accounts 
and Audit Officer (PAAO) has led to delays in the process. Further, it is understood that 
PAAOs are often used for undertaking other duties, especially election related, which 
exacerbates delays in audits. The same trend is also noticed at Samiti and Parishad 
level. Vacancies in PAAO cadre has remained almost at the same levels with respect to 
the 2003 FRA report where there were 50 vacancies out of 341 sanctioned posts of 
PAAOs. The latest position is as below: 
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Table 2: Sanctioned Strength and Vacancies for PAAO  as on 31/03/2008  
  Blocks  Dist. HQs  Directorate  

Sanctioned 341 28 1 370 

In position 288 16 - 304 

Vacancies 53 12 1 66 

Vacancy % 16% 43% 100% 18% 

Source: Administrative Report, 2007-08 

The following table presents object-wise expenditure on Rural Development in West Bengal. 
As we can see from the table, salaries and wages constitute less than 9% of the total 
expenditure. The expenditure on major and minor works is negligible (<0.5%). Most of the 
expenditure is in the form of Grants-in-aid, other grants and other charges. Other charges are 
mostly for Indira Awas Yojana in which department provides subsidies for housing to rural 
poor. Grants-in-aid and Other Grants account for about 85% of expenditure. This is mostly on 
account of assistance to panchayat raj institutions, salary payments of local government 
functionaries and other schemes. This shows the importance of internal audit at local 
government level as this expenditure is outside the treasury process.  
 

Table 3: Object wise analysis of expenditure on rur al development 
Object  2006-07 (Actual) 

Rs. Crore  
Percentage of total 

expenditure (%) 
Salaries 89.43 8.43 
Wages 0.61 0.06 
Travel Expenses  1.43 0.13 
Office Expenses 4.52 0.43 
Medical Reimbursements  0.02 0.00 
Rents, Rates and Taxes 0.04 0.00 
Major Works / Land and Buildings 2.39 0.23 
Minor Works/ Maintenance 0.17 0.02 
Grants -in-aid  294.65 27.76 
Other grants  631.35 59.48 
Other Charges 36.88 3.47 
Source: PRD Budget document for 2008-09 
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Table 4: Scheme/Programme wise break up of other grants  
Name of programme  / scheme  Amount 

(2006-07) 
% 

share  
Swarnajayanti Gram Swarojgar Yojona  6.72 1.06 

Promotion of SHG Movement 9.00 1.43 

Watershed Development  1.39 0.22 

Sampoorna Grameen Rozgar Yojna 55.13 8.73 

Transportation and Distribution Charges of National Food for Work 
Programme (NFFWP) 

0.50 0.08 

State Share of expenditure under NREGS (NREGS)  33.22 5.26 

Scheme under RIDF 43.07 6.82 

Grants to panchayat bodies as per recommendation of Second State 
Finance Commission  

140.08 22.19 

DFID assisted scheme for strengthening Rural decentralisation  (SRD)in 
West Bengal  

32.89 5.21 

Assistance to panchayat raj bodies as recommended by TFC  255.32 40.44 

Assistance to panchayat raj bodies for sewerage & rural sanitation 3.97 0.63 

Assistance to panchayat raj bodies for implementation of provident fund 
scheme for landless agricultural labourers (PROFLAL) 

15.39 2.44 

Assistance to panchayat raj bodies  for running Shishu Shiksha Kendra 26.97 4.27 

Assistance to panchayat raj bodies  for running Madhya Shiksha 
Karmasuchi (MSK) 

4.92 0.78 

Assistance to Panchayati Raj Bodies for meeting its committed liability 
for completion of infrastructure schemes 

1.22 0.19 

Assistance to West Bengal State Rural Development Agency (WBSRDA) 0.84 0.13 

Integrated Wasteland Development Programme [PN] 0.72 0.11 

Total 631.35  

Source: PRD Budget Document, 2008-09 

�  Inadequate accountability mechanisms owing delay in  follow up of audit 
comments:  While the follow up mechanism for the audit paras is in place, there is no 
effective mechanism to dispose outstanding paras and reports leading to long delays in 
their resolution. 

1.3 Statement on Risk of Corruption 
 
At the state level, corruption cases are handled by Vigilance Commission headed by the 
Vigilance Commissioner. At Department level a District Council has been set up in each 
district, which is headed by the leader of the largest opposition party in the Zilla Parishad, 
however, it has been pointed out that the District Councils need a great amount of 
strengthening to be make them more effective. GOI has also directed formation of Vigilance & 
Monitoring committee in each district for looking into complaints related to implementation of 
various rural development programmes particularly NREGA. However, the activities of SRD 
Cell are outside the purview of the Vigilance & Monitoring committee since it is state funded.  
 
A member of the opposition plays an active role in the functioning of all the Standing 
Committees of the Zilla Parishads and  Panchayat Samitis and also the Finance and Planning 
Committee (which is the apex committee) of the Gram Panchayat. 
 
There have been a few one-off instances of misuse of SRD funds, however, prompt and 
effective remedial actions were taken by the respective DPMU based on the meeting of the 
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Gram Unnayan Samiti. The transparency in disclosure of the end use of funds ensure 
community centric monitoring of the utilization of funds.   
 
In the latest Transparency International (TI) -Centre for Media Studies survey published in 
2008 that focused on Below Poverty Line Population, West Bengal is placed in the 
Moderately Corrupt Category – the best possible grade – on a scale of alarming, very high, 
high and moderate. Media scan of the media in the last year did not reveal any major 
corruption scandal. 
 
The TI - Corruption Perception Index (CPI) projected corruption levels among Indian states 
during 2005 through an empirical survey with ORG-Marg Private Ltd. West Bengal was found 
as the 8th least corrupt state, in which Kerala was found number one least corrupt state in the 
survey of 18 major states.  
 
The TII-CMS India Corruption Study, 2007 Report, however, revealed that the percentage of 
households with BPL income not having a “BPL card” was relatively high in West Bengal, 
north-east states and Delhi. As compared to national level of around two-thirds of BPL 
households having a “BPL Card”, in these states more than half of households, with income 
of BPL, did not have a card for owing to their inability to pay bribe or their not having a 
“contact” to influence. The study is also relevant since it was conducted in the districts of 
Malda, Murshidabad and Purulia which are under SRD programme. 
 
In light of the above cases and perception on corruption in the state, our overall risk 
assessment is “C – Substantial” for the overall PRI system. This is a point to be kept in 
mind to support more financial management reforms f or PRIs. However in case of SRD 
programme the assessed risk of corruption is “ Moderate ”.  
 

1.4 Statement on credible programme to improve: 
 
Reforms in the PFMA system have been initiated in the state such as introduction of VAT and 
treasury computerisation. However GoWB has not legislated a fiscal reform and budgetary 
management act which binds the state.  
 
The revenue and fiscal deficits relative to GSDP of the State although exhibited the declining 
trends from 2002-2003 to 2005-2006 but in 06-07 due to increase in both revenue and fiscal 
deficits, these ratios have shown deterioration indicating slight reversal of trend in 2006-2007.  
However a next level analysis shows that the primary deficit has been on account of 
enhancement in capital expenditure which may be desirable to improve the productive 
capacity of the State’s economy. 

Current / On-going programme for improving PFMA sys tems at the State Level: 

a. Outcome Budget:  The finance department is taking steps to link the budget allocation 
with actual verifiable physical indicators through Output & Outcome Budgets. This may be 
taken up through the proposed new administrative reform project.  

b. Revenue Administration Reforms –  The finance department is undertaking reforms in 
the commercial taxes area through a reform process intended to strengthen the VAT Audit 
process. Attempt is being made for maximum online filing of return and registration and 
tracking taxpayers. Electronic importation of treasury and bank scroll and system based 
reconciliation with manual intervention in case of mismatch is being attempted. 

Recent and ongoing improvements in PFMA systems at the Department Level 
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�  Financial Management Reforms -  Financial management and accounting training has 
been provided to officials across all tiers of the PRI system. SARAL-IFMS and GPMS 
system have been rolled out aimed at covering all tiers under computerised financial 
management system. All ZPs have migrated to SARAL-IFMS while significant headway 
has been made towards implementation of the system at PS and GP level. GPMS 
systems have additional functionalities other than accounting like preparation of Birth/ 
Death Certificates, Tax Assessment and Development of Annual Plan.  

�  Electronic Fund Transfer -  Funds are now transferred electronically from the state to ZP 
level and then to Panchayat and Gram Samiti level (where possible). This has led to 
significant saving in time in the fund flow process. 

�  Capacity building initiatives -  Mobile training teams have been set up in districts to 
resolve problems at field level related to double entry cash accounting implementation. 
Further, ETCs (Extension training centres) have been set up in five districts and there are 
plans to cover all districts through dedicated training centres/ core group. 

�  Appointment of Executive Assistants at GP level -  The introduction of new cadre of 
Executive Assistants serves dual purpose of check over all financial entries made in cash 
book as she is personally required to verify all the transaction entered by a countersign, 
as well as ensuring transparency in overall process as he is appointed at the block level. 

�  Internal Audit of Budgetary expenditure –  The SRD Cell has outsourced the internal 
audit functions to empanelled Chartered Accountant firms for better functioning of the 
internal audit functions for the SRD expenses.  

�  Introduction of West Bengal Panchayat (Gram Panchay at Accounts, Audit and 
Budget) Rules, 2007 - Introduced the concept of double entry system of book-keeping at 
GP level (first in the country). 

�  Introduction of system of Self-Evaluation –  A score based self-evaluation process has 
been put in place covering all three tiers of PRI system. A database has been developed 
for PRIs across the state for this purpose and Incentive Grants are being given to best 
performing Panchayats on basis of validated scores of Self-Evaluation. 

�  Introduction of new post for accounts officer - A new post of Jr. Accounts Clerk has 
been sanctioned at ZP level. This will address the large number of vacancies at SAAO 
level and consequently address delays in undertaking internal audits. The recruitment is 
planned through Public Service Commission (PSC) of West Bengal.  

Overall, PRDD has undertaken key reforms in public financial management systems in the 
recent past, including initiatives directed towards computerisation of accounting function in 
three tiers of PRI system. The GP reform initiatives under SRD Cell are well sequenced. The 
programme design is detailed and benchmark matrix ensures adequate monitoring. Thus, 
overall the reform programme is relevant, realistic  and sustainable and thus credible. 
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2 Statement on Risk of Corruption 
 
In the latest Transparency International (TI) -Centre for Media Studies survey published in 
2008 that focused on Below Poverty Line Population, West Bengal is placed in the 
Moderately Corrupt Category – the best possible grade – on a scale of alarming, very high, 
high and moderate. Media scan of the media in the last year did not reveal any major 
corruption scandal. 
 
The TI - Corruption Perception Index (CPI) projected corruption levels among Indian states 
through an empirical survey with ORG-Marg Private Ltd. West Bengal was found as the 8th 
least corrupt state, in which Kerala was found number one least corrupt state in the survey of 
18 major states. An extract from another Report of TI i.e. TII-CMS India Corruption Study 
2007 Report which focused on Below Poverty Line (BPL) households shows that the 
percentage of households with BPL income not having a “BPL card” was relatively high in 
West Bengal, north-east states and Delhi. As compared to the national level of around two-
thirds of BPL households having a “BPL Card”, in these states more than half of households, 
with income of BPL, did not have a card for either not being able to pay bribe or not having a 
“contact” to influence. The study is also relevant since it was conducted in the districts of 
Malda, Murshidabad and Purulia which are under the SRD programme. 
 
The state Government has set up a Vigilance Commission headed by the Vigilance 
Commissioner. At Department level a District Council has been set up in each district, which 
is headed by the leader of the largest opposition party in the Zilla Parishad, for ensuring that 
rules and regulations are followed in functioning of all the three tiers of Panchayat system of 
local government and schemes are properly implemented. The District Council is supposed to 
meet regularly to scrutinize accounts, financial transactions and annual reports of P.R.I.s in 
the districts and inspect works taken up by the panchayats. It plays the role of a scrutinizing 
body, akin to the Public Accounts Committee (PAC) of the Legislative Assembly. The Ministry 
of Rural Development, GOI has also directed formation of Vigilance & Monitoring committee 
in each district for looking into the complaints related to implementation of various rural 
development programmes particularly NREGA. In West Bengal Chairperson of the ZP heads 
this committee.  
 

Table 5 Frequency of meetings of District Council a nd Vigilance and Monitoring 
Committee in 2007-08 

Name of Zilla 
Parishad 

Number of meeting held during 2007-08 

District Council 
Vigilance & Monitoring 

Committee 
Cooch Behar  6 2 

Jalpaiguri 2 1 

Uttar Dinajpur 1 2 

Dakshin Dinajpur 2 2 

Malda 1 1 

Murshidabad 7 1 

Nadia 1 3 

24-Parganas (North) 2 2 

24-Parganas (South) 1 1 

Howrah  4 5 

Hooghly  6 3 
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Name of Zilla 
Parishad 

Number of meeting held during 2007-08 

District Council 
Vigilance & Monitoring 

Committee 
Purba Medinipur 3 3 

Paschim Medinipur 5 2 

Bankura 0 3 

Purulia 0 1 

Burdwan 4 2 

Birbhum 2 3 

Siliguri Mahakuma 4 3 

 
Interactions with various officials at PRD department as well as SRD cell indicated that the 
mechanism of District Council though functional is not very effective mainly due to lack of 
capacity and sometimes political will on the part of the members of the District Council. 
However, the representation of the opposition in the various Standing committees of Zilla 
Parishad and Panchayat Samiti as also the Finance and Planning Committee has had 
effective results.  
 
From the viewpoint of SRD Cell the programme currently comes out of the purview of the 
Vigilance and Monitoring Committee set up at PRDD. The Vigilance and Monitoring 
Committee formed under the direction of Ministry of Rural Development, GoI currently covers 
only selected programmes instituted at the behest of the government. Programmes which are 
not started under the direction of GoI are not covered by the committee, as such the SRD cell 
falls outside its purview. However, we believe given the machinery is already in place the 
purview Vigilance and Monitoring Committee may be extended to bring the programme under 
its coverage. 
 
Incidents of misappropriation of SRD funds are promptly reported and discussed at the 
meeting of Gram Unnayan Samiti and Gram Sansad. Appropriate action is taken by the 
jurisdictional DPMU. There have been few stray cases of misuse of SRD funds which have 
been appropriately dealt-with. The Gram Unnayan Samiti acts as an oversight body since the 
end use of the funds is community managed and as such subject to community scrutiny. This 
people centric monitoring reduces the instances and risk of misappropriation. 
  
Based on the above grounds we assess the overall risk of corruption as C – “Substantial” 
for the overall PRI system. However the risk of cor ruption in case of SRD is B – 
“Moderate”  
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3 Fiduciary Risk Matrix 
 

GPP 1- A clear set of rules govern the budget  
Benchmark  
1. A budget law specifying fiscal management 
responsibilities is in operation. 

Rating  
 
B 

Trajectory of change 

�  
 
At the Central level: 

Constitution of India clearly defines fiscal roles of the executive, legislative and judicial branches. The 
public finance managements systems are prescribed by the Government of India under the provision 
of Constitution of India. The PFMA system is well defined by the Government rules, Account Codes 
and the General Financial rules. 

At the State level: 

Article 202 of the Constitution of India requires a statement of annual receipts and expenditure of State 
to be laid before the State Legislature. This Annual Financial Statement, popularly known as budget, 
includes receipts and payments of the ensuing year, as well as a revised budget for the current year. 
GoWB has been duly presenting its annual financial statements before state legislature. 

West Bengal Financial Rules prescribes the budget preparation and execution process for the 
government departments. Department of Finance is the nodal department responsible for budgetary 
exercise in the state. The fiscal year for budgetary exercise and the accounting year within GoWB is 
1st April to 31st March.  

State Treasury, through which all the Government funds flow is functioning, is governed by The 
Treasury Code. The code defines the organisation, function and responsibilities of the State Treasury.  

GoWB has so far not enacted the Fiscal Responsibility and Budget Management Act (FRBM) unlike 
many other States. 

At the Department level:  

For the Panchayat and Rural Development Department (PRDD), there are two major sources of fund –
from the State Government and Government of India. The preparation and execution of budget in the 
Department follows the same process as in other departments of GoWB. The SRD Cell Programme 
has been split into two phases, Phase I which covered six districts in 2005-08 and Phase II under 
which an additional six districts were brought under coverage. Phase I budget totalled Rs. 71.40 crore 
spread over three years between 2005-06 and 2007-08. Phase II budget envisaged for 2008-09 
amounts to Rs 88 crore. 

At the Panchayat Level: 
 
The 73rd Constitutional Amendment Act defines the fiscal roles for the three tiers of the panchayats. 
The Constitution also provides that the State Government shall appoint a Finance Commission every 
fifth year to review the financial position of the Panchayats and suggest on matters relating to 
distribution of revenue between State and Panchayats, assignment of areas of revenue and grants in 
aid. 
 
The Gram Panchayat (GP) audit, accounts and Budget Rules, 2007, prescribes the rules relating to 
accounting, auditing and budgeting activities of GP. According to the rules, “Budget of the Gram 
Panchayat for any year shall be prepared on the basis of the budgets prepared by the Gram Sansads 
within its jurisdiction.” 
 
The budget for PS and ZP are prepared based on guidelines prescribed in West Bengal Panchayat (ZP 
& PS) Accounts & Finance Rules, 2003.The highlight of the new budget rules is the requirement for 
preparation of Upa-Samiti wise budget by GP through Gram Sansad. The budget process starts in 
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August every year where on receiving the Upa-Samiti wise outline budget the Executive Assistant 
proceeds to draw an outline budget of the GP under the direction of the Pradhan. The outline budget 
after consideration of the Artha O Parikalpana Upa-Samiti (Finance and Planning Sub-Committee) is 
placed before a meeting of the GP specially convened for this purpose. After adoption of the same by 
the draft budget is then published on the notice board and a copy is forwarded to the Panchayat Samiti 
having jurisdiction. The draft budget is then placed in the half yearly meetings of all Gram Sansads 
within the GP in November and all objections/ suggestions are placed along with the draft budget in the 
meeting of the Gram Sabha. All suggestions and objections thus collated are again deliberated upon in 
the specially convened meeting of the GP in January wherein the draft budget is finally approved in 
presence of at least half of the existing members. Since the Gram Sansad budgets form the basis for 
the preparation of the GP budget it ensures strong linkages with the perspective plans (containing 
programmes, schemes and works for a five year horizon) of the Gram Sansads. 
 
In 304 GPs, where participatory planning process was initiated, GS plan based GP plans were 
instituted for a two-year cycle that would cover 2006-07 and 2007-08. For the year 2006-07, 241 Gram 
Panchayats could complete the Plans. After going through strict appraisal norms, 239 Gram 
Panchayats and 3002 Gram Sansads got the Untied Poverty Fund (UPF) [@ Rs.1 lakh per GP and @ 
Rs.0.5 lakh per GUS] from the SRD programme in order to bridge critical gaps in their plans. For 2007-
08, 274 Gram Panchayats could complete the Plans and 215 Gram Panchayats and 3158 Gram 
Sansads got the UPF support from the SRD programme. During the two-year cycle in total 279 Gram 
Panchayats could complete the planning process and receive the UPF support from the SRD 
Programme. Implementation of the plans continued till the end of 2007-08 for the two-year planning 
cycle.  
 
There has been a significant effort on part of GoWB under the SRD programme to train the Panchayat 
functionaries on the new accounting and budgeting rules and procedures and the uptake was observed 
as very good from the limited field visits undertaken by consultants.  
 
Benchmark  
2. Accounting policies and account code 
classification are published and applied 

Rating 
 
B 

Trajectory of Change 

�  
The general principles for accounting, and the form in which the accounts will be kept at the State and 
Department level, have been prescribed by the Comptroller and Auditor-General of India with the 
approval of the President of India, although accounting classification and policies are not published 
along with the budget. GoWB has prescribed a detailed coding arrangement for sub-head and detailed 
head of expenditure. 
 
At the Zilla Parishad and Panchayat Samiti level:  
 

At ZP and PS level, accounting policies are governed under The West Bengal Panchayat (ZP & PS) 
Accounts and Finance Rules, instituted in 2003. The P&RD department has placed thrust on 
computerizing the accounts of all three tiers of Panchayats. Accordingly, at all ZPs computerized 
accounting system (SARAL-IFMS) has been introduced and manual accounts have been dispensed 
with. However, all PSs have not yet been brought under the computerized accounting system. The 
front end for SARAL-IFMS is Java while the backend is Oracle database. The system allows for 
generation of XML file that is electronically sent to state level for compilation. 

At the Gram Panchayat level:   
 
Functioning of panchayats in the State is governed by the West Bengal Panchayat Act, 1973, which 
also lays out rules for budgeting and planning by panchayats. Rules regulating the Accounts, Audit and 
Budget of Gram Panchayats have been published in 2007. These rules have been made effective from 
1st April 2008. One of the paradigm shift introduced by the new rules is the adoption of Double Entry 
cash basis accounting system which hitherto was maintained under single entry system. P&RD 
Department has introduced computerised financial management system aimed at facilitating the shift 
from manual system, called Gram Panchayat Management System (GPMS) which is successfully 
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running in several GPs. The front end for GPMS is Visual Basic while backend is MS Access database. 
The GPMS has been installed at about 1200 GPs out of which it is running successfully in 350-400 
GPs. The computerization initiatives further emphasizes continued need for capacity building efforts to 
be directed towards panchayats for the model to be successfully implemented seamlessly over all GPs.  
 
GPP 2- The budget is comprehensive  
Benchmark 
3. All government activities are included in the 
budget. 

Rating  
 
C 

Trajectory of change 

�  
 
At the state level: 

All receipts and expenditure of the Government are either from the Consolidated Fund, Public 
Accounts or Contingency Fund of the State. No expenditure can be incurred outside the Budget 
Appropriation. The activities of the State Public Sector Undertakings are not covered under the budget. 
Specific grants given to some PSUs by state government are reflected in the budget, but the self 
generated revenue and the expenditure of the same is not reflected. The corpus of the State 
Contingency Fund is there to enable the Government to meet unforeseen and emergency expenditure 
not provided for in the budget and which cannot be postponed till the vote of Legislature is taken. 
However, any expenditure from the Contingency Fund has to be approved by the Legislature 
subsequently and the amount spent from the Contingency Fund has to be provided back.  

The budget in each department is received and used on five major accounts: (1) Non-plan, (2) State 
Plan (SP) (Annual Plan & 11th Plan), (3) Centrally Sponsored (CS) New Scheme, (4) Central Sector 
(CN) (New Scheme) and (5) State Plan (SN) (Previous Plan Committed).  

At the Department level:  

All the expenditure from Externally aided projects is captured in the budget. Most of the money from 
central government for schemes is also captured in the budget. However some money from the central 
government goes directly to the district bodies and is not captured in the state budget. This is not 
monitored by treasury management system or CAG accounts reconciliation tracking system at the 
grass root level, however the off budget fund flow and fund management has evolved over years to 
ensure faster fund flow from Government of India and externally aided projects bypassing the 
Treasury. Concepts such as Electronic Fund Transfer have been introduced and a system of double 
entry accounting is being pursued.  

At the Local Government Level: 

Insufficient adherence to budget preparation has been observed at local government level. According 
to the prescribed procedure, every GP is required to approve and adopt by 31st January of each year 
the budget for the following financial year. However, as per CAG’s Audit Report 2005-06, 49 GPs had 
not prepared, approved and adopted the budget for the year 2004-05. Thus these GPs spent Rs. 
11.21 crore technically without any budget allocation during the year.  

Similarly norms are applicable for every Panchayat Samiti but as per CAG’s Audit Report 2005-06, 15 
PSs did not prepare, approve and adopt the budget for 2002-03, 2003-04 and 2004-05. Thus, those 
PSs technically spent Rs. 27.10 crore in 2002-03, Rs. 26.28 crore in 2003-04 and Rs. 14.38 crore in 
2004-05 without proper budget approval.  

The current training efforts under SRD Program is addressing this issue and is supporting the local 
governments in preparation of plan and consequently budgets for those plans.  

Benchmark 
4. Extra Budgetary Expenditure is not material 

Rating 
 
C 

Trajectory of Change 

�  
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At the SRD level 
 
SRD funds come through two major sources which are DFID grants and UNICEF grants that are routed 
through PRDD budget to WBSRDA. Thus at SRD level, all expenditure is on budget.  
 
At WBSRDA level, there are certain expenditures which are transferred directly from GOI, bypassing 
state treasury. For instance, entire fund for implementation of the PMGSY is released in favour of the 
WBSRDA and this fund, along with the funds under different schemes, is not reflected in the State 
budget.  
 
At the Local level 
 
Sources of revenue for local bodies include own tax and non-tax revenues and funds released under 
state budget by State and Central Government. In addition to these, at the Zilla Parishad level, grants 
are allotted and released by the Government of India under Central Sector Schemes for poverty 
alleviation directly to Zilla Parishads through District Rural Development Cells. Thus, these funds are 
not captured under state budget. So, quite significant amounts of funds flow outside the treasury 
system. Though technically not ‘on-budget’, these funds are increasingly being accounted for through 
improved accounting systems.  

 
Table 6: Trend showing Central grants under CSS dir ectly to ZP (Rs. Crore) 

Year Central grants under CSS 
directly to ZP 

% share in total funds 
transferred to Panchayats 

2002-03 367.08 44.16 
2003-04 403.07 41.86 
2004-05 530.79 43.82 
2005-06 948.99 47.09 
2006-07 789.86 39.03 
2007-08 1349.66 41.78 

 

GPP 3 – The Budget supports pro-poor strategies  
Benchmark 
5. Budget allocations are broadly consistently 
with any medium term expenditure plans for the 
sector or for the overall budget. 

Rating  
 
B 

Trajectory of change  

�  

 
There is no Medium Term Expenditure framework for P&RD department. However, sectoral planning is 
done through the 5 year plan documents. The 10th Plan period was 2002-03 to 2006-07 while the 11th 
Plan covers the period 2007-08 to 2013-2014. The Plan document is prepared in consultation with the 
Planning Commission of India and the allocation is made for 5 years based on the strategy devised. 
Also annual plans are drawn consistent with the objectives of the five-year plans. On the basis of these 
plans, annual budgets are prepared, focusing on the sectors recognized under the plans. 
 
The 2008-09 budget of the state is aimed at improving the living conditions of poor and creating job 
opportunities for them. Decentralization has been recognized as the main vehicle for achieving the plan 
objectives. For many of their programs and schemes, planning and implementation has been 
emphasized to be undertaken by panchayats to allow participation of common people. In order to 
promote participatory decentralization, a special initiative is now being taken, where plan allocations for 
the Panchayats and the municipalities are coordinated and integrated with plan allocations of the 
concerned departments for formulating a comprehensive district plan. In the implementation of plan 
schemes, a co-ordination is being ensured between Panchayats, municipalities and concerned 
departments. 
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It can be observed from following figure that flow of funds from PRDD budget to different tiers of PRIs 
has increased over time, reflecting the increasing significance accorded to them under budget. 
 

Figure 1: Flow of funds to different tiers of PRIs from PRDD budget 

 
Source: Administrative Report of PRDD, 2007-08 
 
Besides these, there is also transfer of funds from the state departments to the local bodies for 
implementation of various programmes and schemes, consistent with departmental plan objectives. 
The Gram Sansad budget forms the basis of the preparation of the final GP budget ensuring strong 
linkages with the perspective plans formulated by it. 
 
GPP 4 – The Budget is a reliable guide to actual ex penditure  
Benchmark 
6. Budget outturn shows a high level of 
consistency with the budget. 

Rating  
 
B 

Trajectory of Change  

�  
 
At the Department Level 
At the PRDD level, it has been observed that actual expenditure has been below the levels of budgeted 
expenditure. The deviation is mainly on account of inadequate expenditure under plan expenditure. 
Non-plan expenditure, in general, has been found to be consistent with budget estimates.  
 
Plan budget and Actual Expenditure:  According to the administrative report of the department for 
2006-07, for the Tenth Plan period (2002-03 to 2006-07), total approved outlay for the Department was 
Rs 3506.89 crore whereas actual expenditure was of Rs. 2491.76 crore, which is approximately 71% of 
approved outlay. For 2007-08, plan budget including CSS and CS amounts to Rs. 1424.52 crore 
whereas actual expenditure is estimated at Rs 1413.17 crore (un-audited) during the same year. 
 

Table 7: Plan Expenditure Comparison (in Rs. Crore)  

Year 
Budget Estimate /Revised 

Budget 
Actual 

Expenditure 

Actual 
Expenditure as 

% of BE/RE 

2002-03 892.05 (BE) 266.51 30% 

2003-04 347.74 (RE) 337.09 97% 

2004-05 339.49 (RE) 395.84 117% 

2005-06 962.85 (RE) 711.03 74% 
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2006-07 893.72 (RE) 767.93 86% 

Total (10th Plan) 3435.85 2478.40 72% 

2007-08 1424.52 (BE) 1413.17 99% 

   Source: Administrative Report of PRDD, 2007-08 
 
Non plan budget and Actual Expenditure:  Non-plan expenditure of the department mainly includes 
expenditure of recurring nature for maintenance of assets and administration of the department. Major 
components of non-plan expenditure includes Grants like Salary grants, Cess Grant, L.R Grant, 
Entertainment Tax Grant etc, Incentive Grant and grants under the recommendation of the Twelfth 
Finance Commission for the PRIs. 
 
From Table 8, it can be observed that during 10th plan period, actual expenditure and budget allocation 
for non-plan head have been appreciably close, though annual variations can be observed ranging 
between 82%-108%. For the year 2007-08, actual expenditure (un-audited) has been more than 
budgeted expenditure which is on account of more transfer of non-plan grant to the PRI.  
 

Table 8: Year-Wise Non-Plan Budget and Expenditure from 2002-2008 (in Rs. Crore)  

Year Budget Estimate Expenditure 
Actual expenditure 

as % of BE 
2002-03 340.01 278.85 82.01 

2003-04 402.27 435.07 108.15 

2004-05 477.11 462.92 97.03 

2005-06 489.99 521.81 106.49 

2006-07 623.25 622.09 99.81 

Total (10th Plan) 2332.54 2320.74 99.49 

2007-08 656.86 693.31 105.55 

Source: Administrative Report of PRDD, 2007-08 

At the Local Level: 

An assessment of budgeting process at the GP level showed that there are lags in budget preparation 
process where as many as 49 GPs did not prepare, approve and adopt budget for 2004-05. These 
GPs together spent Rs. 11.21 crore without any corresponding budget allocation for the same during 
the year. However the number of GPs not preparing budget was 92 for 2003-04. Similarly, 15 PSs did 
not prepare, approve and adopt the budget for the 2004-05 and spent Rs.14.38 crore in 2004-05 
without budgeting. 
 
Also it has been found that many local bodies are spending in excess of their respective budget 
provisions under different heads without preparing any supplementary and revised estimates. It has 
been found that the number of such cases and amount involved has increased over years. 
 

Table 9: Details relating to excess expenditure ove r budget by local bodies 

Local Body Number of local bodies 
Excess over budget (in 

Rs. crore)  
 2003-04 2004-05 2003-04 2004-05 
Gram Panchayat 340 723 7.30 27.89 
Panchayat Samiti 24 27 1.69 5.57 
Zilla Parishad 5 2 9.44 10.85 

Source: CAG Audit Report for 2004-05 and 2005-06 
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According to GP audit, accounts and budget rules for 2007, revised guidelines have been prescribed 
for the preparation of budget at the GP level involving more community participation and enhanced 
budgetary controls. 
 
GPP 5 – Expenditure within the year is controlled  
Benchmark 
7. In –year reporting of the actual expenditure 

Rating 
 
B 

Trajectory of Change  

�  
 
At State Level 
There exists a system of review of actual spend against the budgeted amount in every department of 
the GoWB. The Internal Audit Wing of the Finance Department of GoWB is responsible for audit of all 
the departments. However the time lag between successive audits is usually large. 
 
At Panchayat Level 
GP Accounts, Audit and Budget Rules, 2007 require panchayats to prepare a monthly statement of 
fund position showing total fund available with its classification on the basis of sources and nature of 
different components of the fund and place it, with the approval of the Pradhan, in the next meeting of 
the Gram Panchayat. A copy of the same is to be sent to Executive Officer of Panchayat Samiti within 
7th day of next month. The rules also require preparation of half yearly and annual Receipts and 
Payments Account for submission to Panchayat Samiti. Controls have also been strengthened by 
introduction of double entry system of Cash Book effective from 1st April, 2008 and implementation of 
GPMS system in some panchayats. However, timely reporting is constrained due to lack of trained 
personnel at panchayats. The SRD Program is undertaking commendable work in training activities 
and the success of GPMS would depend on effectiveness of training imparted to panchayat officials on 
the use of this system.   
 
Untied Poverty Fund at GP/ GUS level –  The SRD programme has disbursed over half of the entire 
support as Untied Poverty Fund at the GP/GUS level. The step was quite risky keeping in view the 
limited capacity of GPs when the programme started. However, with the steady capacity building 
process undertaken by PRDD and SRD cell of the GPs and implementation of the GPMS system at 
some GPs, the capacity to use the untied fund after proper planning and ensuring its end use has been 
strengthened. Promotion of group activities, community based activities and proper monitoring of funds 
usage has further reduced the risk involved in the inherent nature of untied funds. Encouraged with the 
success of the SRD Programme, Department of Health and Family Welfare has also come forward with 
fund support (Rs. 10,000 per GUS) of untied nature for implementation of community health initiatives.  
 
As per an independent survey carried out by Sambodhi Consultants on “Poverty Impact Assessment of 
Critical Support for Poverty Reduction”, the percentage households directly benefiting from UPF stands 
at 89.5% in 2007-08 vis-à-vis 88% in 2006-07, an improvement of 1.5 percentage points.  
 
Internal Audit: 
A special cadre of internal auditors exist at all the three tiers of Panchayats. A Panchayat Audit and 
Accounts Officer (PAAO) is appointed at PS level to dispose the internal audit function at the GP level. 
Similarly a Samiti Audit and Accounts Officer (SAAO) is appointed at ZP level to dispose the internal 
audit function at the PS level and a Parishad Audit and Accounts Officer (PdAAO) is appointed at 
Division level to dispose the internal audit function at the ZP level. An assessment of the strength of 
these officers revealed that there are widespread vacancies in their posts.  
 
The new GP Rules, 2007 prescribe internal audit to be conducted every quarter. However, a recent 
review of GP Accounting, Budgeting and Audit found that audit regularity suffers as often the PAAO are 
made to function in many other functions apart from internal audit. However, because the auditors 
represent the Panchayats and Rural Development, they are vulnerable to conflicts of interest. The table 
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shows the latest available statistics related to GPs where no internal audit was conducted: 
 

 
Table 10 Number of GPs where no Internal Audit was conducted during 2004-05 

Serial No  Controlling ZP Number of GPs where no 
internal audit was conducted  

(1) Paschim Medinipur 101 
(2) Purba Medinipur 108 
(3) Birbhum 58 
(4) Bardhaman 124 
(5) Murshidabad 98 
(6) South 24 Parganas 130 
(7) North 24 Parganas 87 
(8) Howrah 40 
(9) Hooghly 67 
(10) Nadia 64 
(11) Purulia 33 
(12) Bankura 70 
(13) Malda 30 
(14) Jalpaiguri 26 
(15) Coochbehar 50 
(16) Uttar Dinajpur 57 
(17) Dakshin Dinajpur 36 
(18) Siliguri Mahakuma Parishad 22 
Total 18 1201 

      Source: Report of the Examiner of Local Accounts on PRIs 2005-06 

 
The 2006-07 report is yet to be placed before assembly and hence could not be made available. 
 
A new post of Jr. Accounts Clerk has been sanctioned at ZP level to address large number of 
vacancies at SAAO level. The recruitment is to be undertaken through Public Service Commission 
(PSC) of West Bengal. 
 
The following table presents object-wise expenditure on Rural Development in West Bengal. As we can 
see from the table, salaries and wages constitute less than 9% of the total expenditure. The 
expenditure on major and minor works is negligible (<0.5%). Most of the expenditure is in the form of 
Grants-in-aid, other grants and other charges. Other charges are mostly for Indira Awas Yojana in 
which department provides subsidies for housing to rural poor. Grants-in-aid and Other Grants 
accounts for about 85% of the expenditure which is mostly on account of SGSY, salary payments of 
local government functionaries and other schemes. This shows the importance of internal audit at local 
government level as this expenditure is outside the treasury process.  
 

Table 11: Object-wise analysis of expenditure on ru ral development 
Object  2006-07 (Actual) 

Rs. Crore  
Percentage of total 

expenditure (%) 
Salaries 89.43 8.43 
Wages 0.61 0.06 
Travel Expenses  1.43 0.13 
Office Expenses 4.52 0.43 
Medical Reimbursements  0.02 0.00 
Rents, Rates and Taxes 0.04 0.00 
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Major Works / Land and Buildings 2.39 0.23 
Minor Works/ Maintenance 0.17 0.02 
Grants-in-aid 294.65 27.76 
Other grants 631.35 59.48 
Other Charges 36.88 3.47 

Source: PRD Budget document for 2008-09 
 
Internal Audit in SRD: 
 
For SRD Cell an Audit Agency has been engaged, with approval of the Executive Committee of 
WBSRDA and the Panchayats & Rural Development Department. Report for 2005-06 and 2006-07 
have been submitted. While final report for 2007-08 is expected to be submitted in some time 
transaction-wise report for 2007-08 has been made available to us. Some sample type of observations 
in the transaction wise report noted were: 
a. Certain vouchers found with no signatures 
b. Certain vouchers did not have proper supporting documents 
c. Certain vouchers did not account code and head. 
 
The scope and relevance of the internal audit seems fine given the size of operations of SRD cell, 
however, strict timelines need to be formulated and adhered to in order that the report is delivered 
within reasonable time from the end of the year so that appropriate action may be taken based on 
observations in the compiled report. As compared to the audit for 2005-06 where the audit exercise 
was largely centred at the office of SPMU (State Program Management Unit) at Kolkata, in 2006-07 the 
auditors visited the Cell’s DPMU (District Program Management Unit) offices located in the covered 
districts as also several GPs and GUSs to assess the effectiveness of the controls.  
 
The cell takes steps to remedy observations brought out in the internal audit report. However no Action 
Taken Report is prepared to document the curative actions taken. The cell has recently appointed an 
Audit Consultant who is responsible for coordinating all the activities pertaining to internal audit as well 
as liaison with the internal auditors. The said consultant has started working from Dec’08 onwards. 
 
Payroll Control:  The pay roll for GPs are controlled at block level with a pay bill being generated by 
Secretary of GP and validated by Executive Assistant. The pay bill goes to Block Development Officer 
for sanction under Grant in Aid available to GP for salary. The Executive Assistant is not on payroll of 
the GP and draws her salary from the block. The Executive Assistant is therefore a check on the 
payroll at GP level.  
 
Benchmark  
8. Systems operating to control virement, 
commitments and arrears 

Rating  
 
B 

Trajectory of change 

�  
 
Virements at the level of the government departments occur due to unexpected decline or rise in 
demands for funds. Information on these is not separately compiled and reported.  
 
At GP level, as per the new GP Rules, 2007 the annual budget for the next financial year is adopted on 
or before 31st January of every year after due consideration to objections and suggestions in meetings 
of Gram Sansads as also Gram Sabha and the views of Panchayat Samiti. The Pradhan then reviews 
the flow of funds to GP and expenditure incurred up to December in the current year. If necessary the 
Pradhan may direct the Executive Assistant to prepare a draft supplementary and revised budget 
estimate of receipts and payments for the current year. After adoption of the supplementary budget by 
the Upa-Samiti a copy of the budget is to be put up on notice board for public viewing as also 
forwarded to the Panchayat Samiti and the bank where GP funds are lodged. Cases of virement are 
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highlighted in ELA report.  
 
As per the latest report available for 2005-06 a total of 723 GPs altogether spent Rs 27.89 crores in 
excess of their respective budget provisions under different heads without preparing supplementary 
and revised estimates during 2004-05. 
 
At SRD level, the following table depicts the budgeted vs. actual expenditure under Phase I during 
2005-06 and 2007-08.  
 

Table 12 Budgeted vs Actual Expenditure under Phase  I of the SRD programme (in Rs lakh) 

Source Total Utilization 

  Budgeted Actual % 
Output 1: 

Nil* Nil* NA 
Effective Preparation and implementation of roadmap 
and linked policy action to deepen rural decentralization 
Output 2:       

PRIs, line departments and support institutions have the 
institutional framework and capacities to operate more 
effectively in their effective roles 1,809.55 1,837.54 102% 
Output 3:       

Pro-poor, participatory planning, implementation and 
monitoring systems established across PRIs 1,719.95 1,534.47 89% 
Output 4:       

Resources enhanced and utilized for pro-poor local 
development on a cost effective environmentally 
sustainable manner 3,610.50 3,759.75 104% 

Total 7,140.00 7,131.76 100% 
 

GPP 6 – Government carries out procurement in line with principles of value for money 
and transparency. 
Benchmark 
9. Appropriate use of competitive tendering 
rules and decision making is recorded and 
auditable 

Rating  
 
B 

Trajectory of change 

�  

 
At GP level 
 
The new GP Accounts, Audit and Budget Rules, 2007 clearly lays down guidelines for procurement of 
materials and movable properties. Accordingly, all such purchases are to be made with approval in a 
meeting of Upa-Samiti of a Gram Panchayat. The guidelines prescribe all purchases above a certain 
threshold limit to be made only on basis of a certain minimum number of sealed tenders being 
received. However, if the number of tenders received remains below what is specified in the rules, the 
Upa-Samiti can place the entire matter with its views in the next meeting of the Gram Panchayat for a 
final decision. For purchase of items/materials below the specified threshold, sealed quotations of rates 
are invited. 
 
The ELA report points out to some instances of technical inconsistency in execution of works, 
erroneous estimates, some undue favour to contractors and incurring expenditure which was 
technically avoidable resulting in extra expenditure. However, the amount of money involved in such 
cases was not significant and less than Rs. 5 crore across instances detected. 
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Procurement related documents and controls were assessed during the limited field visits. The 
documentation shown supported proper adherence to GP Rules with all procurements above a 
threshold limit being done by inviting tenders. The tenders were in turn placed in a meeting of an Upa-
Samiti of the GP and final selection was made by passing a resolution at the meeting. All the bids 
along with the winning bid are displayed on notice board for public viewing. 
 
Benchmark  
10. Effective action taken to identify and 
eliminate corruption. 

Rating  
 
C 

Trajectory of change 

�  
 
At the Department Level  
There is a functioning Vigilance and Monitoring Committee formed under the guidelines of GoI, Ministry 
of Rural Development. There is also a district level Vigilance Cell consisting of Sabhadipati, NGO 
members and committee of various standing committee of the ZP.  
 
At GP Level 
Presently, the Vigilance and Monitoring Committee monitors only selected programmes of the Ministry 
of Rural Development at GP level. A compilation of the of the number of cases of misappropriation 
identified by the cell is presented below:  
 

Table 13: Statistics for action taken against Panch ayat Pradhans/ Members for 
misappropriation of funds/financial irregularities,  etc.: 

 

 
 
Table 14 Statistics for action taken against Savapa tis/ Sahakari Savapatis/Karmadhyakshas for 

misappropriation of funds/financial irregularities,  etc.: 
 

 
 
The above tables show that the vigilance in SRD districts have been more effective with registration of 
more number of cases compared to larger number of non-SRD districts. The Lokayukta Act, 2003 also 
allows complains to be lodged against elected representatives.  
 
The activities of the SRD Cell are outside the purview of the Vigilance Committee as it currently 
monitors only selected programmes instituted by GoI (for e.g. NREGA). However, given that the 
requisite machinery is already in place the coverage may be expanded to bring SRD cell within its 
umbrella. 
 
GPP 7 – Reporting of Expenditure is Timely and accu rate  
Benchmark  Rating  Trajectory of change 
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11. Reconciliation of fiscal and bank records is 
carried out on a routine basis 

 
B �  

 
At State Level 
The banking system for state governments is prescribed by GOI in consultation with Reserve Bank of 
India. Reserve Bank of India is the banker to the government while State Bank of India is the main 
agency bank. All receipts and expenditure transacted at various treasuries are routed to a single 
account. Every day debit / credit balance information for each of the treasuries is sent to the Reserve 
Bank of India which combines this with debit and credits received for the government due to other 
transactions (such as receipt of market loans, transfers from GOI etc.) and a consolidated cash 
position for the state government is arrived at and communicated to Finance department daily.  
 
At Panchayat Level 
New GP Rules clearly state a complete Bank Reconciliation Statement to be prepared for all bank 
accounts by the panchayats. All funds received under various schemes are routed through a Funds 
Transfer Account which is again transferred to a separate bank account maintained for each scheme 
separately or to the Treasury. A subsidiary cash book is required to be maintained for each scheme 
which in turn is linked with the main Cash Book. Though some instances of wrong entries were noticed 
during the initial few months of implementation of Double Entry system of Cash Book those were found 
to have been regularized subsequently.  
 
Further, GP rules require preparation of periodic Bank Reconciliation Statement (BRS) to reconcile 
cash book balance with pass book. The GPMS system has a built in BRS module which takes care of 
this. 
  
During our visits we also noticed that certain GPs which are still maintaining accounts manually did not 
maintain scheme-wise subsidiary cash books as required by GP rules. This however, should get 
rectified once GPMS is installed from what we saw on our visits to GPs running GPMS. 
 
Benchmark  
12. Audited Annual accounts are submitted to 
parliament within the statutory period.  

Rating  
 
B 

Trajectory of change  

�  
 
At State Level 
Government accounts are prepared by the Accountant General (Accounts) on a monthly and annual 
basis.  
 
Under Article 150 of the Constitution, the form in which the accounts of the state government have to 
be prepared has been prescribed by the President on the advice of the CAG. Government accounts 
are kept in 3 parts – Consolidated Fund of India, the Contingency Fund and Public Account. The 
accounts are prepared on the basis of detailed accounting codes prepared by CAG. The pattern of 
account classification has been prescribed by the list of major and minor heads of accounts. The AG 
prepares the Finance Account and an Appropriation account of the state government. The finance 
account is a comprehensive document detailing the financial status of the government on several 
important aspects of receipt, expenditure and debt position. Appropriation accounts detail the total 
funds authorised by the legislature under each grant and actual expenditure (and unspent balance or 
excess) against the authorisation. In sum, both these statements present a comprehensive picture of 
the financial affairs of the government.  
 
These accounts are then audited by AG (Audit), which are presented to the legislature after they are 
countersigned by the CAG. There is no prescribed date or statutory period laid down for submission of 
accounts to the legislature. Data pertaining to the state shows that accounts are prepared, audited and 
presented to the legislature within reasonable time.  
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Overall, a unitary CAG has ensured that uniform and good standards are being used for preparation of 
accounts and auditing. The Voucher level computerisation in the AG office and computerisation of 
treasuries have helped in improving the quality and timeliness of account keeping although these 
systems need to be better integrated for optimum performance. GOI has decided to introduce accrual 
accounting and Government Accounting Standards Board (GASAB) with Dy. CAG in the chair is 
finalising an action plan for implementing this decision.  
 
AG prepares detailed statements of actual during every financial year for all the functional departments 
of the GoWB. However these are not audited but are presented to the Legislative Assembly as 
information.  
 
At Panchayat Level 
Panchayati Raj Institutions Rules and Act provide for regular preparation of financial statements. The 
Secretary of the Gram Panchayat is overall responsible for preparation and maintenance of financial 
records. The introduction of new cadre of Executive Assistants serves the dual purpose of check over 
all financial entries made in cash book as she is personally required to verify all transactions through a 
counter-signature, as well as ensuring transparency in overall process as she is appointed from block 
level.  
 
However, in some GPs we did find accounts being maintained by Executive Assistant himself and at 
times by a GP Karmi who belongs to a much lower cadre mainly due to capacity issues at Secretary 
Level of GP.  
 
GPP 8 – There is effective independent scrutiny of government expenditure 
Benchmark 
13. Government Accounts are independently 
audited 

Rating  
 
B 

Trajectory of change 

�  
 
At the State Level 
The Comptroller and Auditor General of India (CAG) is a constitutional body enjoying independence 
both from the executive and the legislature. The CAG audits all expenditure out of Consolidated Fund 
of the state, the public accounts, contingency funds and all government companies / corporations. The 
mandate of CAG also extends to bodies substantially funded by the government, Panchayati Raj 
Institutions and Urban Local Bodies. Thus almost the entire set of entities and activities of the 
governments are covered by CAG audit. The auditing standards prescribed by the CAG are generally 
consistent with the INTOSAI auditing standards. 
 
CAG’s audit of expenditure is comprehensive and it includes (a) audit against provision of funds (b) 
regularity audit (c) propriety audit (d) Value for Money audit and (e) systems audit.  
 
Physical verification of stores is not the direct responsibility of CAG but the auditor has to see that 
stores are verified regularly and discrepancies are properly investigated and reconciled. Traditionally 
the audit of expenditure by CAG has been more ‘transaction based and as a result, the focus of the 
audit reports was not on capturing large systemic issues. However this has been changing rapidly with 
auditors focusing more on performance / systems audit issues.  
 
External Audit for GoWB departments is carried out by Principal Accountant General (Audit) under the 
CAG.  
 
At Panchayat Level 
 
In conformity with the provisions of the West Bengal Panchayat Act, 1973 as amended from time to 
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time, the accounts of Gram Panchayats are audited, internally by the Panchayat Accounts and Audit 
Officer and statutory audit is undertaken by Examiner of Local Accounts (ELA), West Bengal. ELA is an 
arm of the Accountant General and is independent of the Government of West Bengal. During 2007-08 
the ELA has completed statutory audit for the accounting year 2006-07 in 3265 Gram Panchayats (out 
of a total of 3354).  
 
Benchmarks 
14. Government agencies are held to account 
for mismanagement; and 
15. Criticism and recommendations made by 
the auditors are followed up 

Rating 
 
C 

Trajectory of Change 

�  

 
At State Level 
The institutional set up for audit and follow up of its recommendations by the legislature to hold the 
executive to account is well established. The Public Accounts Committee (PAC) of the legislature is 
headed by a member of the opposition party and holds regular meetings to take the evidence of the 
Secretaries and other senior officers of line departments on audit observations contained in the CAG 
reports (civil and revenue). Although the institutional arrangements for audit and its follow up by the 
legislative wing are robust, in practice the outcome of these audit is weak due to delays in finalisation 
of recommendations by the PAC / COPU and poor response of the executive to audit findings and PAC 
/COPU recommendations. Paragraphs contained in audit reports of the state are reviewed by the PAC 
and oral evidence is taken on select paragraphs, however again many of these paragraphs are still 
pending.  
 
The meetings of the PAC are not open to the media or the public. However, reports of these 
committees are presented to the legislative assembly, which then become public documents. A 
compilation of all the PAC comments is also undertaken at the State Legislature level. However, such 
records are privy to the State Legislature only. 
 
As noted from CAG report for 2006-07, WB Paragraph 4.6.7, review of outstanding Action Taken Notes 
(ATNs) on paragraphs included in the Reports of the Comptroller and Auditor General of India, 
Government of West Bengal up to 2005-2006 revealed that Action Taken Notes on involving 42 
departments (including DHFW) remained outstanding as of August 2007. The administrative 
departments were required to take suitable action on the recommendations made in the Reports of the 
Public Accounts Committee (PAC) presented to the State Legislature. Following the circulation of the 
Reports of the PAC, heads of departments were supposed to prepare comments on action taken or 
proposed to be taken on the recommendations of the PAC and submit the same to the Assembly 
Secretariat within six months. It was observed that the Action Taken Notes on 28 Reports of the PAC, 
presented to the Legislature between May 1991 and March 2006 had not been submitted by 18 
departments (including DHFW) to the Assembly Secretariat as of August 2007. Out of these, in seven 
Reports, PAC had recommended recovery, disciplinary action, etc. The actual action taken based on 
these recommendations could not be ascertained owing to non-submission of these reports. 
 
Data was not readily available on the number of audit paras outstanding at the department level, 
however, we it was understood from discussions with departmental officials that there is a large back 
log of paras.  
  
Overall, the accountability mechanism is weak owing to audit reports being taken up for review by PAC 
after a lapse of several years and more importantly the executive not responding promptly either to 
audit reports or observations of the committee. 
 
At Local Body Level 
Examiner of Local Accounts (ELA) does the audit for local bodies at all three tiers. All the 18 Zilla 
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Parishads are audited annually; however, audit for the 341 Panchayat Samitis is done bi-annually. 
Audit for all 3354 Gram Panchayats is done on an annual basis. For each audit an Inspection report 
(IR) is issued containing the audit findings for the concerned body. A summary of critical findings are 
summarized in a report called Separate Audit Report which is placed before assembly.  
 
Owing to extremely complex setup a large backlog of audit observations have accumulated over the 
years. The entire process needs to be revamped aimed at simplification in order for the efficient 
disposal of audit paras. The following table indicates the position of outstanding paras pending for 
settlement as on 31st March, 2007: 
 

Table 15 Status of Outstanding Audit paras as on 31 st March, 2007 

Category of PRIs 
Accounting years 
for which IRs are 

pending settlement 

Number of paras 
contained in IRs 

awaiting settlement 

Monetary Value 
(Rs in crs.) 

Zilla Parishads 1985-87 to 2004-05 781 1,195.56 

Panchayat Samitis 1976-77 to 2004-05 2,369 514.88 

Gram Panchayats 2002-03 to 2005-06 148,964 965.61 

Total    152,114 2,676.05 

 Source: ELA Report 2006-07 
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4 Credible Programme to improve 
There is a credible programme to improve in West Bengal with respect to general financial 
management systems.  

4.1 Recent improvements in financial management systems 
Financial Management reforms at the PRI level: 

Reforms in the financial management system have been one of the focus areas for P&RD 
Department. For better financial management at Zilla Parishads and Panchayat Samitis, the 
SARAL-IFMS  software has been developed in-house and operationalised at all 18 Zilla 
Parishads and a number of Panchayat Samitis. The Zilla Parishads and those Panchayat 
Samitis where IFMS has been implemented are now maintaining their accounts in electronic 
form. This has resulted in quick compilation and monitoring of financial data at state level. It is 
also now possible to take corrective measures by the Zilla Parishads and the Panchayat 
Samitis themselves or by the state level officials as soon as any discrepancy is detected. It is 
proposed to introduce a few management accounting tools such as ratio analysis, 
measurement of budgetary compliance etc, which has now become possible to apply 
because of having computerized database.  

For better financial management of the Gram Panchayats, the GPMS software has been 
developed in-house and installed at over 1200 Gram Panchayats. Many of those Gram 
Panchayats are now maintaining their accounts in electronic form. This has resulted in 
seamless accounting processes and quick compilation and monitoring of financial data. 

Detailed guidelines related to accounting, audit and procurement at Gram Panchayat level 
have been put in place in the newly introduced West Bengal Panchayat (Gram Panchayat 
Audit, Accounts and Budget) Rules, 2007 that lays down detailed guidelines for financial 
accounting, procurement and audit. This is in addition to West Bengal Panchayat (Zilla 
Parishad and Panchayat Samiti) Accounts and Financial Rules, 2003 which has already been 
in place for Zilla Parishad and Panchayat Samiti. 

Trend of Own Source Revenue 

Own source revenue (OSR) of all the three tiers have shown substantial growth during the 
year 2006-07. Total collection of revenue by all the tiers increased from Rs 74.09 crore to Rs 
100.27 crore during the year 2006-07, implying an annual growth of 35%. 

 
Table 16: Total Collection of OSR by the Panchayats  during the Tenth Plan 

Rs in Crores 
Year Gram Panchayat Panchayat 

Samiti 
  

Zilla Parishad 
  

All Tiers 
  

Tax Non- Tax Total 

2002-03 13.65 11.25 24.90 6.66 9.61 41.17 
2003-04 15.61 17.98 33.59 8.25 10.07 51.91 
2004-05 16.90 21.07 37.97 12.68 13.78 64.43 
2005-06 20.2 25.42 45.62 15.44 13.03 74.09 
2006-07 22.79 31.85 54.65 17.61 28.01 100.27 

Source: Administrative Report 2006-07 

4.2 Assessment of the Reform Programme 
·  Is the programme of reform Government led? The West Bengal government has no 

specific PFMA reform programme as such, even though some reforms have been 
undertaken in the PFMA area, most notably the Treasury computerisation and 
Introduction of VAT. Under P&RD Department, the SRD Cell is one of the programmes 
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under West Bengal State Rural Development Agency which is a registered society. The 
SRD is supporting in strengthening institutional framework and capacities of PRIs, line 
departments and support institutions to operate more effectively in their decentralised 
roles; strengthening more pro-poor, participatory planning, implementation and monitoring 
systems across PRIs and supporting enhancement and utilisation of resources for pro-
poor local development. A SARAL-IFMS and GPMS has been developed and rolled out 
at ZPs and GPs respectively. Mobile training teams have been set up to strengthen 
capacity. Three IT trainers in each district have been provided by the State Government 
to support roll out of GPMS. It has notified new Budget, Accounting and Procurement 
rules and introduces double entry cash accounting at GP level.   

·  Is the programme of improvement realistic and achie vable? Overall, Phase I of the 
programme concentrated on six districts with credible reforms witnessed in financial 
management and capacity building. Some of the institutional reforms during the SRD 
phase are: 

o 3 different cadres of panchayat employees – Block Cadre, District Cadre and State 
Cadre  

o The West Bengal Panchayat (Gram Panchayat Accounts, Audit and Budget) Rules, 
2007 with features Double Entry Accounting System at the GP level - first in the 
country 

o Computerisation of Accounts in all ZPs 

o Computerisation of Accounts in 165 PSs and 876 GPs 

o Self-Evaluation Process separately for all 3 tiers of PRIs, first in the country, with 
score-based formats under two major heads –  

(a) Institutional functioning and good governance 

(b) Mobilization of revenue and utilization of resources 

Phase II which recently kicked off brings another six districts under the programme taking 
the total count to twelve. The roll out of GPMS has been quite successful and GP 
functionaries have become conversant with double entry accounting in a very short span 
of time. These make the reform program seem realistic and achievable. 

·  Is the programme integrated and effectively sequenc ed? Overall the program is 
divided in two phases – Phase I got over in March and Phase II got kicked off expanding 
coverage of the programme to additional districts. The SRD Cell has motivated staff and 
presence of a detailed implementation and monitoring matrix make the programme 
integrated and effectively sequenced. The effectiveness of sequencing of activities is also 
borne from the success in roll out of various initiatives observed during Phase I. 

·  Is the programme relevant and sustainable?   Yes. The SRD Programme is focusing 
on the decentralisation and capacity building of PRIs which is one of the most important 
areas for increasing rural decentralisation as per the constitutional amendment in the 
State of West Bengal. The Panchayati Raj Department has devolved power and 
responsibilities to the three tiers of PRIs in 2005 and the timing of this programme has 
thus been very relevant. The SRD Programme has earmarked key areas of reform in a 
sequence and the Government has shown ownership in the sectoral reforms indicating 
the sustainability of the reform programme. 

·  Does the programme include capacity development str ategies?  Yes. The 
programme addresses capacity building at panchayat level. These include training and 
handholding support to panchayat staff on GPMS system, helping GPs migrate from 
manual accounting to the computerised GPMS system and training them on double entry 
accounting. 
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·  Does the programme build demand for change?  Yes. SRD programme builds on the 
improvements achieved in the recent past and takes into account the relevant institutional 
context for reforms. The SRD programme’s focus on capacity building and integrated 
planning and implementation of activities at PRI level is quiet commendable. The self 
evaluation study initiated at the PRI level is also very unique. Based on the success of 
Phase I, the SRD programme has been extended to Phase II with addition of equal 
number of 6 districts that proves that there is now a demand for change to be rolled out to 
whole state.  

·  Does the reform programme have specific performance  indicators?  The benchmark 
matrix covers all the major reform areas of SRD programme and has a timeline for the 
milestones under each of the major reform.  

Overall, the rural panchayat reform under SRD Cell is well sequenced and sustainable. The 
programme design is detailed and the benchmark matrix ensures adequate monitoring. Thus, 
overall the reform programme is relevant, realistic and sustainable thus credible. 
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5 Monitoring Fiduciary Risk 
 
The key reform measures have been summarized and presented in the previous section 4.1. 
Progress against these should be measured annually. The progress of SRD related 
components should be based on the benchmark matrix as and when agreed by the DFID and 
PRDD / annual review of that programme.  

DFID should wherever possible use the ELA audit rep orts, PAC submissions to the 
Legislature and audit reports of AG to be undertake n for SRD Cell. Mid Year and 
Annual reviews of the programme should also monitor  progress on steps towards 
further strengthening of financial management proce sses. DFID and SRD team should 
ideally hold quarterly progress reviews on the FRA progress. The generic reform 
recommendations may be converted into an action pla n by the SRD team which shall 
form the basis of the monitoring.  

An Annual Statement of Progress (ASP) should be prepared as per DFID requirements. This 
statement will give a summary of assessment of progress against the main fiduciary risks 
identified in the FRA, including risk of corruption, both at the level of the State Government 
and the PRI. The ASP will either reconfirm that the overall programme strategy (in regard to 
the fiduciary risks) remains appropriate or will warn of potential problems that need to be 
attended to. The ASP will contain the following: 

·  Assessment of key fiduciary risks as compared to the previous FRA or ASP and trend of 
performance (positive / no change/ negative). 

·  Assessment of progress made against the risk mitigation matrix in the FRA as agreed 
upon by PRDD.  

·  Assessment of current corruption risks as compared to previous FRA or ASP and trend of 
performance.  

·  Assessment of whether there has been a major change in the PFMA system warranting a 
full reassessment of fiduciary risks. 

·  Progress against key fiduciary risks. Explanation will be provided if certain fiduciary risks 
could not be managed as planned.  

 

 
 
 



Fiduciary Risk Assessment for Support to the SRD Cell in West Bengal – Final Report 
Panchayat and Rural Development Department, January 2009 

 

pwc        32   
         

6 Proposed Reform Action Plan 
Since there are no high risk areas observed under the FRA, the following table presents some 
reform action measures that SRD Cell and PR&RD Department can pursue towards 
strengthening financial management and program delivery. 

 
Recommendation  Reform Action Plan  

1. Improving budget 
process and 
accountability 

·  SRD operationalizes the budget module of the GPMS system at 
GP level to facilitate matching respective expenditure with 
budget within xx months of 2009 

2. Improving 
reporting of 
expenditure 

·  Roll out of GPMS system at all GPs not currently under coverage 

·  Capacity building of GP staff involved in accounts maintenance 
like Secretary, E.A. to enable smooth transition to GPMS system 

3. Improved 
Personnel 
Management for 
Better Service 
Delivery 

·  Development and implementation of the Human Resource 
Management Policy with possibility of promotions for GP level 
staff like Karmi 

·  Need for implementing a formalised structure for IT support and 
help-desk 

4. Resolving 
systemic 
bottlenecks  

·  With improvements in banking system the existing system of 
funds transfer may be re-looked at. With CBS in place in almost 
all banks, funds may be transferred directly to Local fund account 
of the GP to reduce clearance time 

·  Set up a proper Grievance Redressal Mechanism for GP level 
issues, especially covering procurement issues.  

5. Audit Mechanism 

 

·  Reduce PAAO/SAAO and PdAAO level vacancies by x% within 1 
year.  

·  Consider pooling of PAAO/SAAO and PdAAO into a separate 
cadre under Commissioner, Panchayats to ring fence them from 
being drawn on other service like elections 

·  Strengthen process for monitoring and clearance of audit points 
raised in internal audit reports. Improve coverage of internal 
audits.  

·  SRD Cell to form a separate audit team to revamp audit systems 
and responses.  

·  Timely completion of internal audit of SRD Cell and follow up of 
audit observations, including preparation of an Action Taken 
Report (ATR) 

·  Simplify processes to improve response time on ELA audit 
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7 Appendix I: Organizational Overview and Expenditure 
Analysis 
The overall structure of the PRI system is as below: 

 
Source: Presentation by SRD Cell 
 
In the State level, Panchayats & Rural Development Department of the Government of West 
Bengal is the Nodal Agency for implementation, supervision and monitoring of the major 
poverty alleviation programmes in the rural areas of this State and at the District-level, Zilla 
Parishad is the implementing agency for the same. Under three-tier system of democratic 
decentralization,  
 
Zilla Parishad is the apex body at the district level followed by Panchayat Samitis at Block 
level as second-tier and Gram Panchayats, the third-tier. The Zilla Parishad has constituted 
10 nos. of standing committees i.e. Sthayee Samities. Chairman of the standing committee 
have been elected by and from among the elected members of Parishad for reviewing the 
schemes.  
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There are several Panchayat Samitis under each Zilla Parishad. Each Panchayat Samiti 
consists of official and elected members. The main functions of the Panchayat Samitis are 
planning, execution and supervision of all developmental programmes in the Block. It also 
supervises the works of Gram Panchayats within its Jurisdiction. 
 
Gram Panchayat is the primary unit of Panchayati Raj Institutions. The district has several 
Gram Panchayats each comprising some villages and is divided into mouzas. The election of 
Pradhan, Upa-Pradhan & members are conducted according to the provisions of the West 
Bengal Panchayat Election Rules. Pradhan as the head of the GP is elected by the G.P. 
members. Gram Sansad is a body constituted with all the voters in a constituency of the 
Gram Panchayat. These are the lowest level units where the participatory planning exercise 
for gram panchayat is envisaged. 
 
Structure of SRD Cell 
 
The SRD Cell is headed by a Programme Director who is also a Special Secretary to the 
PRDD. The operational head is the State level SRD Programme Coordinator who reports to 
the Program Director. The SRD Cell Coordinator is supported by a State Programme 
Monitoring Unit (SPMU) and at the District level the District Programme Officer is supported 
by a DPMU (District Programme Monitoring Unit). The DPMU comprises district programme 
coordinators who are responsible for the field level activities related to the programme.  

7.1 Planning and Budgeting System 
 
The Budget Cell of PRDD  is responsible for all budget related matters and release of non-
plan fund and plan fund for some of the programmes. All matters related to release and 
utilization of grants recommended by the State and the Central Finance Commissions and 
other grants released by the State Government to the panchayats are also handled by this 
cell. It also deals with the National Old Age Pension Scheme (NOAPS) and the National 
Family Benefit Scheme (NFBS), which are components of the National Social Assistance 
Programme (NSAP). Issues related to the State Legislative Assembly are also dealt in this 
cell. 
 
At GP level,  Budget of the Gram Panchayat for any year is prepared on the basis of the 
budgets prepared by the Gram Sansads within its jurisdiction. The Gram Sansad in its annual 
meeting holds discussion on the programmes, schemes and works included in its perspective 
plan for five years for the purpose of preparation of an annual plan for the coming year, which 
may be executed in such year and on that basis assess the requirement of fund for the 
aforesaid purpose. The budget so prepared must be sent to the GP by 14th August in each 
year. If a reliable estimate cannot be made the budget may be prepared presuming that 
availability of resources will be enhanced by 10% from what was allocated in the previous 
year for the purpose. For preparation of the preliminary outline budget, the Pradhan of the GP 
shall take into account the budgets prepared by the Gram Unnayan Samiti and shall take 
steps to ascertain the quantum of fund likely to be received by the GP in the shape of grants, 
contributions and allotment of fund from the Central or the State Government either directly or 
through the Zilla Parishad or the Panchayat Samiti, as the case may be, or out of their own 
fund under different heads as also the fund which is likely to be mobilized by the Gram 
Unnayan Samiti through its own resources.  
 
After the adoption of the budget the Pradhan is responsible for reviewing the flow of fund to 
the GP and expenditure incurred up to the month of December in the current year and, if 
necessary, direct the Executive Assistant to prepare, a draft supplementary and revised 
budget estimate of receipts and payments for the current year. 
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7.2 Overview of Fund Flow Mechanism 
 
The funds for ZPs and PSs are lodged in Treasury in Deposit Account, which is operated as 
non-interest bearing banking account. Centrally sponsored scheme funds are kept in banks in 
Savings Account according to guidelines for the respective schemes. The funds for GPs are 
to be kept in Savings Bank Account at the nearest Post Office or a Scheduled Bank or a Co-
operative Bank. 
 
An overview of the Fund Flow mechanism is depicted below: 
 

Figure 2: Diagrammatic representation of Fund flow  
 

 

7.3 Overview of Audit Mechanism 
Like any other State Government Department, PRI’s are subject to audit by the Auditor 
General (AG) of West Bengal. The main purpose of the purpose of AG Audit is summarised 
as: 

Audit against provision of funds to ascertain whether the money shown as expenditure in the 
accounts were authorized for the purpose for which they were spent. 

Audit against rules and regulations to see whether the expenditure incurred was in conformity 
with the laws, rules and regulations framed to regulate the procedure for expending public 
money. 

Propriety Audit which extends beyond scrutinising the mere formality of expenditure to its 
wisdom and economy and to bring to light cases of improper expenditure or waste of public 
money. 

Performance audit to see that schemes, programs have achieved the desired objectives at 
lowest cost and have delivered the intended benefits. 

The audit mechanism and follow up procedures is shown in the following diagram. 
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The statutory audit of SRD cell is carried out by an independent Chartered Accountancy firm 
on an annual basis. The results are then consolidated under WBSRDA of which the SRD Cell 
is a part. This again is audited by a Chartered Accountancy firm at WBSRDA level. The 
audited results are then placed before PRDD. The ELA arm of AG (West Bengal) also has 
jurisdiction of conducting an audit of WBSRDA if it so desires. The department has received a 
letter from the AG saying that its accounts may be audited in the current year. 
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8 Appendix II: Expenditure Analysis of SRD 
The entire SRD programme is divided into two phases: 

Phase I:  Covered 6 districts between 2005 and 2008. 

Phase II:  Just initiated from April’08 onwards with coverage extended to 6 additional districts 

Table 17, shows Output wise Budget allocation to SRD Programme Phase I  

Table 17: Summary of SRD programme Activities and C ost Budget Phase I (Figures in 
Rs lakhs) 

Source 2005-06 2006-07 2007-08 Total 
Output 1: 

Nil* Nil* Nil*  Nil* 
Effective Preparation and implementation of roadmap 
and linked policy action to deepen rural decentralization 
Output 2: 

445.72 748.68 615.15 1,809.55 

PRIs, line departments and support institutions have the 
institutional framework and capacities to operate more 
effectively in their effective roles 
Output 3: 

99.50 836.60 783.85 1,719.95 
Pro-poor, participatory planning, implementation and 
monitoring systems established across PRIs 
Output 4: 

10.50 1,620.00 1,980.00 3,610.50 

Resources enhanced and utilized for pro-poor local 
development on a cost effective environmentally 
sustainable manner 
Total  555.72 3,205.28 3,379.00 7,140.00 

Source: Budget documents provided by SRD Cell 

*Since most of the activities will take place at policy level in State Government, no funds will 
be required for achieving Output 1 

Table 18, shows Output wise Budget allocation to SRD Programme Phase I  

Table 18: Summary of SRD programme Activities and C ost Budget Phase II (Figures in 
Rs lakhs) 

Source 2007-08 
Output 1: 

63.00 
Effective Preparation and implementation of roadmap and linked policy action to 
deepen rural decentralization 
Output 2: 

2,530.00 
PRIs, line departments and support institutions have the institutional framework and 
capacities to operate more effectively in their effective roles 
Output 3: 

1,322.00 
Pro-poor, participatory planning, implementation and monitoring systems established 
across PRIs 
Output 4: 

4,885.00 
Resources enhanced and utilized for pro-poor local development on a cost effective 
environmentally sustainable manner 
Total 8,800.00 
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Source: Budget documents provided by SRD Cell 

Actual Expenditure vis-à-vis Budgetary Allocation  
The table below shows actual expenditure vs budgetary allocation for Phase I. Phase II has 
just kicked off from April’08 as such expenditure analysis for the same is not available. 

Table 19: Actual Expenditure as a percentage of bud getary allocation for Phase I (in Rs 
Lakhs) 

Source 2005-06 2006-07 2007-08 Total Utilization 

  Budgeted Actual Budgeted Actual Budgeted Actual Budgeted Actual % 

Output 1: 

Nil* Nil* Nil* Nil* Nil* Nil* Nil* Nil* NA 

Effective 

Preparation and 

implementation 

of roadmap and 

linked policy 

action to deepen 

rural 

decentralization 

Output 2:          

PRIs, line 

departments and 

support 

institutions have 

the institutional 

framework and 

capacities to 

operate more 

effectively in 

their effective 

roles 

445.72 440.27 748.68 471.99 615.15 925.28 1,809.55 1,837.54 102% 

Output 3:          

Pro-poor, 

participatory 

planning, 

implementation 

and monitoring 

systems 

established 

across PRIs 

99.50 55.20 836.60 647.59 783.85 831.68 1,719.95 1,534.47 89% 

Output 4:          

Resources 

enhanced and 

utilized for pro-

poor local 

development on 

a cost effective 

environmentally 

sustainable 

manner 

10.50 10.50 1,620.00 1,737.50 1,980.00 2,011.75 3,610.50 3,759.75 104% 

Total 555.72 505.97 3,205.28 2,857.08 3,379.00 3,768.71 7,140.00 7,131.76 100% 

Source: Budget Documents from SRD Cell 
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9 Appendix III: Methodology 
The Terms of Reference (ToR) required the consultants to undertake a fiduciary risk 
assessment and suggest viable strategies for mitigation of risk for the Strengthening Rural 
Decentralisation (SRD) Cell in West Bengal. The Scope of Work for this consultancy included 
preparation of the following:  

(a) Fiduciary Risk Matrix - Narrative and related risk rating against each of DFID’s 15 
benchmarks is to be provided. The envisaged task also included identification of key areas of 
risks and related measures to mitigate risk where appropriate, and indication of progress 
made against each of the benchmarks in the recent past.  

(b) Credible Programme to improve – Summary of current PFMA reform initiatives in the 
Departments to improve. 

(c) Overall Fiduciary Risk Assessment (Summary) – A summary of the report incorporating 
the findings of (a) and (b) above. 

Methodology and Activities Undertaken: 

Based on the requirements in the terms of reference the following activities were undertaken: 

·  Initial kick off with SRD Cell for background sensitization 

·  Agreement to cover GP level system study in greater detail beside the SRD Program 
itself as the key objective of SRD program is to strengthen capacity at GP level. 

·  A review of the key documents, including any relevant existing diagnostic assessments.  

·  Field visits, interviews with key stakeholders, and examination of the processes in the PRI 
financial management system. The team visited the following places for control testing. 

·  Zilla Parishads – Uttar Dinajpur and Howrah 

·  In Uttar Dinajpur District the team visited the following: 

i. Panchayat Samiti - Kaliaganj 

ii. Gram Panchayats – Bhandar and Hemtabad 

·  In Howrah District the team visited the following: 

i. Panchayat Samiti – Bally-Jagacha 

ii. Gram Panchayats – Chamrail and Sapuipara Basukati 

·  Discussion and agreement of the draft FRA; mitigation measures; and a means of 
monitoring, with SRD senior management. 
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10 Appendix IV: List of Documents Referred 
 

�  GP Accounts, Audit and Budget Rules, 2007 
�  Annual Administrative Report 2007-08 
�  Report of the Examiner of Local Accounts on PRIs (2005-06) 
�  Budget Documents 
�  Roadmap for the Panchayats in West Bengal 
�  Programme Memorandum - SRD Programme 
�  SRD Audited Annual Accounts 2006-07, 2005-06 and 2007-08 
�  Internal Audit Report 2006-07 and 2005-06 
�  Transaction wise internal audit report 2007-08 
�  Various ppts given by the SRD Cell 
�  West Bengal Panchayat (ZP & PS) Accounts & Finance Rules, 2003. 
�  WBSRDA Annual Report 2006-07 
�  Annual Administrative Report 2006-07(PRDD) 
�  TII-CMS Corruption Study 2007 - With Focus on BPL Households 
�  Various press releases 
�  “Poverty Impact Assessment of Critical Support for Poverty Reduction”- conducted by 

Sambodhi Consultants 
�  Report of the Examiner of Local Accounts on PRIs (2006-07) 

 



Fiduciary Risk Assessment for Support to the SRD Cell in West Bengal – Final Report 
Panchayat and Rural Development Department, January 2009 

 

pwc        41   
         

11 Appendix V: List of Persons Met 
 

Sl No.  Name  Designation  
1.  Mr. Dilip Ghosh, IAS Programme Director and Special 

Secretary (PRDD) 
2.  Mr Dilip Pal, WBCS SRD Programme Co-ordinator (SRD) 
3.  Mr. Sabyasachi Sarkar Administrative Officer (SRD) 
4.  Mr. Sibas Chatterjee Senior Accounts Officer (PRDD) 
5.  Mr. Subrata Chakraborty Program Co-ordinator (SRD) 
6.  Mr. Dinabandhu Chatterjee Administrative Officer (SRD) 
7.  Mr. Manik Sarkar Senior Audit Officer (ELA) 
8.  Mr. A.K. Banik Senior Audit Officer (ELA) 
9.  Mr. P. Roychowdhury Block Development Officer (Kaliaganj 

P.S.) 
10.  Mr. Dilip Kr Ganguly Executive Assistant (Bhandar GP) 
11.  Mr. Dilip Kr Sarkar Secretary (Bhandar GP) 
12.  Mr. Saifur Rahaman Pradhan (Hemtabad GP) 
13.  Mr. Sitaram Singh Executive Assistant (Hemtabad GP) 
14.  Mr. Shantanu Burman GP Karmi (Hemtabad GP) 
15.  Mr. Tapan Roy Accounts Officer (Uttar Dinajpur Z.P.) 
16.  Mr. Nirmalya Chandra System Analyst (Computerization Cell-

PRDD) 
17.  Mr. Gadadhar Das Finance Controller and Chief Accounts 

Officer (Howrah ZP) 
18.  Mrs. Paromita Saha Block Development Officer (Bally-

Jagacha PS) 
19.  Mr. Sivash Mondol Upper Division Assistant (Bally-Jagacha 

PS) 
20.  Mrs. Barnani Parkayastha Panchayat Development Officer (Bally-

Jagacha PS) 
21.  Mr. Sandeep Samanta Executive Assistant (Chamrail GP) 
22.  Mrs. Bina Mondol Executive Assistant (Sapuipara GP) 
23.  Smt. Madhumita Roy Joint Secretary (PRDD) 
24.  Mr. Sekhar Sengupta Joint State Program Co-ordinator 

(Vigilance and Monitoring Committee) 
25.  Mr. Subhra Chakraborty Program Officer (IT-PRDD) 
26.  Mr. Gopal Ch.Ghose Additional Executive Officer (Howrah ZP) 
27.  Mr. Wangel Zimba Additional Executive Officer (Uttar 

Dinajpur ZP) 
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DISCLAIMER  
The primary purpose of this Report and its contents is to present the Fiduciary Risk 

Assessment of Strengthening Rural Decentralization Cell, November 2008.  
 

Our assessment and opinions are based on the facts and circumstances provided/collected 
during our meetings with the officials of Government of West Bengal, DFID, field visits and 
research from sources in public domain held to be reliable. If any of these facts, assumptions 
or representations is not entirely complete or accurate, the conclusions drawn therein could 

undergo material change and the incompleteness or inaccuracy could cause us to change our 
opinions. The assertions and conclusions are based on the information available at the time 

of writing this report and PwC will not be responsible to rework any such assertion or 
conclusion if new or updated information is made available. 

 
PwC disclaims all liability to any third party who may place reliance on this report and 

therefore does not assume responsibility for any loss or damage suffered by any such third 
party in reliance thereon. 

 
This report is provided on the basis that it is for the use of DFID and Government of West 

Bengal only and that it will not be copied or disclosed to any third party or otherwise quoted 
or referred to, in whole or in part, without PwC's prior written consent. Furthermore, PwC 
will not be bound to discuss, explain or reply to queries raised by any agency other than the 

intended recipients of this report. This is not an audit report. 
 

©2008 PricewaterhouseCoopers Private Limited. All rights reserved. 
'PricewaterhouseCoopers' refers to PricewaterhouseCoopers Private Limited, India, or, as 
the context requires, other member firms of PricewaterhouseCoopers International Limited 

each of which is a separate and independent legal entity. 


