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PREFACE

“The Accountability and transferancy” the two cordinal principles of good
governance in democratic set up depend, for their observance on how well the public

audit function is discharged.
Vinod Rai, former C & AG, India.

The Directorate of Local Fund Accounts Audit is the Principal Auditor to the
Panchayati Raj Institutions & Urban Local Bodies in the state of Maharashtra drawing its
powers and functions mainly from the “Bombay Local Fund Act-1930” and its subsequent
amendment. Apart from the institution of Local self government, the Directorate has been
entrusted with the Audit of many prominent institutes prominently the 4 Agriculture
universities (256 Institutes) in Maharashtra, University of Animal and Fishery Science (16
Institutes) and some 226 odd miscellaneous institutes. Thus Directorate of Local Fund
Accounts Audit purview extends to the tune of 28880 institutions every year.

True to the purpose of audit, Directorate of Local Fund Accounts Audit plays its role
in enforcing efficiency, accountability and transparency by pointing out misfeasance,
malfeasance and overfeasance in functioning of Auditee institutions. It also helps to imbibe
financial prudence and discipline through the Audit Review Report which is examined by
the Panchayati Raj Committee of the State legislature.

Directorate of Local Fund Accounts Audit has also endeavored to strengthen itself by
modernizing its working and capacity building to achieve the objectives of E-governance
envisioned in the E-governance policy of Govt. of Maharashtra. The Directorate has
developed a web based system called MAINS (Maharashtra Audit Information Network
System) which has automated the Audit process of Zilla Parishads, Panchayat samitis,
Municipal Councils, Municipal Corporations right from the phase of planning to issuing of
the report. A separate web based system called L-Cap (Local Fund Compliance of Audit
Para) is developed to facilitate the Compliances by the Local bodies. Similarly a portal
called RAR (Review Audit Report) portal has been developed for compilation of Review
Audit Report.



(VII)

The Directorate of Local Fund Accounts Audit also strives to empower its Auditors,
non audit staff as well as officers, through various online and offline training programs. It
also receives technical guidance from the Comptroller & Auditor General of India, office
for effective functioning. The recommendations and guidelines of various finance
commissions have also helped the Directorate of Local Fund Accounts to further improve
and standardized its audit practices.

The Directorate has adopted AOL (Audit online system) for audit of Gram
Panchayat accounts with special emphasis on grants of 14™ & 15" Finance Commission
since F.Y. 2020-21 on recommendation of Ministry of Panchayati Raj, Government of
India. The directorate has achieved the 97% Audit of Grampanchayat accounts on AOL for
F.Y.2020-21 and 2.5 % record was not made available for Audit.

The Government of Maharashtra has been assigning more and more institutes under
the purview of Directorate of Local Fund Accounts Audit. It has also been assigned special
audits whenever required. This not only highlights the credibility of Directorate of Local
Fund Accounts Audit as an auditor but also its increasing role in present context.

Despite various resource constraints especially manpower in the ever expanding
scope of its Audit, Directorate of Local Fund Accounts Audit has endeavored to display
professional standards and expertise in the area of Govt. Audit. As a statutory Auditor to the
institutes of Local self Government it not only acts as a watchdog but as a ‘Friend,

Philosopher and Guide’ to them.

Directorate L.ocal Fund Audit Accounts,
Konkan Bhavan, Navi Mumbai
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Chapter 1

A Brief Evolutionary Perspective

The Panchayati Raj Institutions in India envision a grass root Democracy with decentralized
power structure and people’s participation. In modern times the institutes of local self-government
evolved through various developments starting with Lord Mayo’s resolution of Local self-Government
in 1870 and Lord Rippon’s Resolutions of 1882 rightly called as ‘Magna Carta of Local Self Govt.’
The Constitution of India in its Directive Principle of state policy (Art 40) directs the state to take
steps to make village Panchayat the units of Local Self government. All the earlier efforts and
reforms towards strengthening institutions Local Self Govt. culminated into the 73rd Constitution-
al Amendment Act (1992) and 74th Constitutional Amendment Act (1992) conferring constitutional
status, powers and authority to the PRIs and ULBs respectively.

Along with the development of the institutions of Local Self Government there was a parallel
development of machinery for auditing their accounts. The DLFAA, Maharashtra thus has evolved
as a fully-fledged statutory institution through various historical phases beginning as an external
Audit branch of A.G. Mumbai in 1884 to audit the accounts of departments outside the jurisdiction
of A.G. The Audit of Municipalities of Sindh and North Division was entrusted to this branch in
1894. The duties and responsibilities of the branch were expanded in 1907 to include other muni-
cipalities, District Local Board and Cantonment fund. The department was further reorganized in
1913 and was entrusted with audit of Taluka Local Boards, civil hospitals making it a true precur-
sor to the DLFAA.

The Bombay Local Fund Act, 1930 further strengthened the institution of Local Fund Audit,
making the Examiner the statutory Auditor for the Local Bodies, Municipalities, School Board and
notified Area committees through Notification No. 7629 dated 23rd March 1931 and Notification
No. 9270 dated 2nd November 1932.

In a significant move in 1958 the department was placed under the administrative control of
the State Government from that of Comptroller & Auditor General of India w.e.f. 01.05.1958 vide
F.D. Resolution No. TRA 1657-805-C-G-3, dated 30.04.1958 of the Govt. of Bombay. The Bombay
Local Fund (Extension and Amt) Act, 1960 redesignated the Examiner , Local Fund Accounts as
the Chief Auditor, Local Fund Accounts. After the formation of the State of Maharashtra the dept.
of Local Fund Audit was placed under the newly established Directorate of Accounts & Treasuries
w.e.f. 01.01.1962.

The scope of the Local Fund Audit Dept. was further boarded in 1964 by bringing the Audit
of village Panchayat accounts under its purview from the purview of the District collectorate.

The 73rd and 74th Amendment Acts significantly increased the duties and responsibilities
of PRIs & ULBs. It also resulted in substantial increase in their financial resources, thereby it be-
come necessary to create a separate directorate to audit the institutions of Local self government.
Accordingly, the Directorate of Local Fund Accounts was created vide G.R. dated 28.05.2008 no. of
FD no.seva. pra.20.08/pra.kra.79/2/koshaa-pra.-3 and the chief Auditor was declared as the head of
the Directorate vide G.R. No. FD.No.seva-pra-20.08/pra.kra.197/kosha(pra-3), dated 01.08.2008.

The Audit of the Municipal Corporations was entrusted to the DLFAA vide GR FD no.sthani-
le-1010/pra.kr.26(b)/vimaprashasan, dated 31.03.2011 on the recommendation of the 13th Finance

commission.
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The directorate was revamped in 2011 with significant redesignations appropriate for the
structure of a directorate vide G.R. No. FD.No. sevapra.2011 /pr. kra.71 /koshaa.prasha-3, dated
18.04.2011. The Directorate of Local Fund Accounts was renamed as the Directorate Local Fund
Accounts Audit (DLFAA). The post of the Chief Auditor, Joint Chief Auditor, Deputy Chief Auditor
(Senior), Deputy Chief Auditor (Junior) were redesigned as Director, Joint Director, Deputy Direc-
tor, Assistant Director respectively.
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Chapter 2
Organizational Structure

The DLFAA functions under the administrative control of Finance department, Government
of Maharashtra with it is Head Quarter at Konkan Bhavan, Navi Mumbai and its headed by the
Director. It has six Regional offices at 6 Revenue Divisions namely- Konkan, Pune, Nashik,
Aurangabad, Amravati and Nagpur each headed by the Joint Director and 34 district office which
is headed by the Assistant Director. The Directorate conducts Annual Inspection of the six regional
offices every year and Regional Office conducts Annual Inspection of districts level office.

A separate wing under the control of Joint Director (Municipal Corporation Audit) was
created in 2012 vide G.R. No. FD No.Seva.pra.2012/pr.kr.99/kosha(prasha-3), dated 23rd February
2012 to undertake the audit of Municipal Corporations as per the recommendation of 13th Finance
commission. The Municipal Corporation Audit wing is further divided into 3 sub-divisions each
headed by the Dy. Director.

The total sanctioned strength of DLFAA was revised vide G.R. No. Seva.pra.2020/pr.kr.14/
kosha(prasha-3) dated 22nd December 2021 The total sanctioned strength thus is 1419. Out of
which the staff available for audit is 1108. Each Auditor creates 185 man —days every year.

The Organizational Structure :

e Director, Directorate of Local Fund Accounts Audit, Konkan Bhavan, N\
Navi Mumbai
Joint Director (1)
Deputy Director (1)
Assistant Director (4)
\ \ /
Joint Director, Regional Office (6) Joint Director,
Konkan / Pune / Nashik / Aurangabad / (Municipal Corporation Audit)
Amravati / Nagpur
- N N
Assistant Director, District Office Dy .Director Dy.Director Dy.Director
(34) (Sub-Div-1) (Sub-Div-2) (Sub-Div-3)
Konkan-2 Konkan-1 Nashik
Konkan-2 Aurangabad
Pune Amravati
\ / \ / \ Nagpur /
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Chapter 3

Duties & Responsibilities

(A) Audit functions of DLFAA :

1.

ii.

ii.

iv.

Audit of all Panchayati Raj Institutions in the State which includes the Zilla Parishads
(34), the Panchayat Samitis (351) and Village Panchayats (27,848).

Audit of all Urban Local Bodies in the State which includes Municipal Corporations
(27), Municipal Corporation Transport Projects (6), Municipal Councils (245), Nagar
Panchayats (138).

Audit of Agricultural Universities (4) Internal Institutes (256), Maharashtra Animal and
Fishery Science University (1) internal institutes (16) and other Miscellaneous Institutes

(226).

Conducts Special Audit as per the requirements under Rule No. 15 of Bombay Local Fund
Audit Rule, 1931.

The Regulatory Framework :

1.

ii.

iii.

iv.

The Zilla Parishads, Panchayat Samitis are audited as per the Bombay Local Fund Audit
Rules, 1931, Bombay Local Fund Audit (Amendment) Ordinance, 2011, Office Manual
of Local Fund Accounts — 1964 and G.R. of FD No. sthanile-1010/ Pr.Kr.26(b)/Vima
Prashashan and, dt. 31st March 2011 as per Guidelines of 13th Finance Commission,
Zilla Parishad and Panchayat Samiti Act 1961 and Zilla Parishad and Panchayat Samiti
Account Code 1968.

The Village Panchayats are audited as per the Village Panchayat Act, 1958 and the
Maharashtra Village Panchayat Audit Rules, 1961.

The Urban Local Bodies are audited as per the Municipal Corporation Act, 1949, its
subsequent amendment in 2011, Maharashtra Nagar Parishad Act, 1965, and G.R. of
FD No. sthanile-1010/ Pr.Kr.26(b)/ Vima Prashashan, dated 31st March 2011 as per

Guidelines of 13th Finance Commission.

The PESA village Panchayat are audited as per the GR No. PesaA-2017/Pra.Kra.144/ka-
17, dated 4th October 2017.

The Miscellaneous Institutes are audited as per the statute of the respective institutes.



The Institutes audited by the DLFAA

SI(;: Category Type of Auditee Institute Inslt\ir;:iins
1 Zilla Parishads 34
2 PRI Panchayat Samitis 351
3 Village Panchayats 27848
4 Nagar Panchayats 138
5 ULB Mun%c%pal Councils . 245
6 Municipal Corporations 27
7 Municipal Corporation Transport Projects 6
Agriculture Universities 4
8 ) ( 256 Institutes )
Mlsce'llar'leous Maharashtra Animal and Fishery Sciences 1
9 Institutions . .
University (16 Institutes)
10 Other Miscellaneous Institutions 226
Total 28880

Audit Procedure :
The audit of designated institute for the preceding financial year is carried out in the next

financial year with meticulous planning and timely execution throughout the year.

The transactions of month of March and any two random months are selected for detailed
audit of Zilla Parishads, Panchayat Samitis and Municipal Councils, a cursory audit of financial

transactions for remaining period is done.
The transactions of every month are audited for Village Panchayats,

The transactions of one month are audited in detail for Municipal Corporations and financial
transactions for remaining period are cursorily audited. The detailed audit of expenditure related
to grants received from both the State and Central Government by Municipal Corporations is also

done every year.

Annual Audit Planning :
The Annual planning for the audit of the organizations audited by Local Fund audit Depart-

ment as follows :
1. Months of July to September :- Zilla Parishad and Panchayat Samiti
2. Month of October :- Nagarpalika, Nagarpanchayat and Nagarpalika School Board
3. Month of November :- Miscellaneous Institutions

4. Month of December to June :- Gram Panchayat



Misappropriation, frauds or embezzlements detected in the Audit Report issued by
DLFAA :-

The audit carried out by DLFAA is financial /compliance audit with special emphasis on Mis-
appropriation, frauds or embezzlements.

Sr. No. Particulars 2020-2021 2021-2022
Cases Amount (Rs.) Cases Amount (Rs.)
1 Opening balance 39445 5156263212 39714 5447731175
2 New cases 345 303958103 244 136574219
3 Total No.of cases 39790 5460221315 39958 5584305394
4 Cases disposed of 76 12490140 155 100451280
5 Cases pending 39714 5447731175 39803 5483854114

Note .— Information for the year 2022-2023 is up to the month of September 2022.

(B) Audit Review Reports :
(I) Audit Review Report on the audit of Panchayati Raj Institutes :

The Audit review report on PRIs is compiled by DLFAA on the basis of yearly audit reports
of PRIs. The Report gives a comprehensive view of the financial position of the Panchayati Raj
Institutions with special focus on serious omissions and irregularities. This Report is submitted to
the Rural Development Department by DLFAA which is then placed before the Legislature by the
Rural Development Department every year. The Audit Review Report of PRIs for the year 2017-2018
has been approved by the State Legislature and the Audit Review Report of PRIs for the year 2018-
2019 is submitted to the Rural Development Department. The preparation of the Audit Review
Report for the year 2019-2020 is in progress.

(IT) Audit Review Report of Urban Local Bodies :

Similarly, DLFAA prepares the Audit Review Report of the Urban Local Bodies giving a
comprehensive view of their financial working with special focus on serious omissions and irregularities.
This report is submitted by DLFAA to the Urban Development Department which in turn places it
before the State Legislature. The Audit Review Report of the Urban Local bodies for the year 2014-
2015 is placed before the State Legislature. The work of preparation of the Audit Review Report for
2015-16 is in progress.

* ok %ok ¥
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Chapter 4

Overview of working for F.Y.2023-24

(A) Quantum of work for F.Y. 2023-2024:

(Including Audit in arrears)

Status of Status of Regular audit units
complete pending audit | for the F.Y.2022-23
Sr. Institutes audit units units
for for
F.Y. 2020-21 | F.Y. 2021-22 *
1 Zilla Parishads 34 34 34
2 Panchayat Samitis 351 351 351
3 Grampanchayat 26936 36910 27848
4 Municipal Councils 241 349 245
5 Nagar Panchayat 73 175 138
6 Municipal Corporations 2016-17 & 137 27
Audit Completed For 2017-18
F.Y.2015-16 In progress
7 Municipal Corporation 2016-17 & 26 6
Transport Projects 2017-18
Audit Completed For In progress
F.Y.2015-16
8 Municipal Corporation 2016-17 & 3 0
School Boards 2017-18
Audit Completed For In progress
F.Y.2015-16
9 Agriculture Universities In progress 6 4
10 Veterinary & Fishery In progress 6 1
Science Universities
11 | Miscellaneous Institutions In progress 594 226
Total 27635 38591 28880

*Note : - Information for the year 2021-22 is up to the month of September 2022.

Audit for the year 2021-22 is in progress.
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(B) Quantum of work in respect of Village Panchayats for F.Y. 2023-24 :-

The DLFAA Audits the Village Panchayat having annual income more than Rs.25,000 Audit
of one year is treated as one unit. The regular audit of 27824 village Panchayat units for the year
2021-22 is in progress.

The Directorate has adopted AOL (Audit online system) for audit of Gram Panchayat
accounts with special emphasis on grants of 14th & 15th Finance Commission since F.Y. 2020-21 on
recommendation of Ministry of Panchayati Raj, Government of India. The directorate has achieved
the 97% Audit of Grampanchayat accounts on AOL for F.Y.2020-21 and 2.5 % record was not made
available for Audit.

The Regular Grampanchayat audit status as on December 2022 units is pending as 564, 704,
828, 1056, 913 and 736 village panchayats units for 2015-16, 2016-17, 2017-18 , 2018-19, 2019-20
and 2020-21 is also undertaken along with the regular audit. It will be completed up to June 2023 .

Annual income wise break up of Village Panchayats to be audited :

Sr. No. | Annual Income of Village Panchayat | Number of Gram Panchayats
to be audited in 2023-2024
Income from Rs.25,000/- to Rs.5,00,000/- 8783
2 Income from Rs.5,00,000/- to Rs.25,00,000/- 12403
3 Income above Rs.25,00,000/- 6662
Total 27848

(C) Auditee Institutes for which fee is charged :

No audit fee is charged for audit of Institutions covered under the provisions of the Bombay
Local Fund Act, 1930, its subsequent amendments and Maharashtra Village Panchayat Audit
Rules, 1961. However a paid audit is also conducted for the miscellaneous institutes as directed
by the Government of Maharashtra whenever necessary. This fee is charged as per the finance
department memorandum No. sankirn 2019 / pra.kra..39 / kosha Prasha-4, Dated 02.08.2019.
There are 69 Institutes for which audit fees is charged. However DLFAA has not received the total
audit fees charged from these institutes.

Audit fees out standing with various Institutes

(Amount in Rs.)
Sr. No. Particulars 2020-2021 2021-2022
1 Number of Institutions 66 69
2 Opening Balance of outstanding fees 18913725 53354329
(in Rs.)
3 Fees due for recovery for the Audit 41113655 23616394
during the year (in Rs.)
4 Total fees of the Audit (in Rs.) 60027380 76970723
5 Fees recovered (in Rs.) 6673051 3591167
6 Balance (in Rs.) 53354329 73379556

Note : - Information for the year 2022-2023 is up to the month of September 2022.




Special Audit :

(A) Special Audit of Zilla Parishads, Panchayat Samitis & Urban Local Bodies :

In addition to the regular annual audit, special audit is conducted for PRIs and ULBs as per
Rule No.15 of the Bombay Local Fund Audit Rules, 1931 and Government Circular dt.30/05/2017
of FD No. sankirn 2017/ Pra.kra.36 /kosha prasha 4, on the proposal of the Urban Development
Department /Divisional Commissioner / Collector to that effect.

Status of Special Audit during F.Y. 2021-22 and 2022-23 :-

Units for Special Audit | Mandays utilized
Sr. No. Particulars No. of No. of units
institutes
1 2 307
1 2021-2022
1 5 491
0 0 0
2 2022-2023
0 0 0

Note : - Information for the year 2022-2023 is up to the month of September 2022.

(B) Special Audit of Village Panchayats :

Special Audit is conducted for Village Panchayat Accounts as per Rule 8 of the Maharashtra
Village Panchayat Audit Rules, 1961 and Government circular No. sankirn-2017/Pra.Kra.32/kosha
prasha-4, dated 30/05/2017. It is conducted on a proposal of District Collector or Panchayat Samiti
or standing Committee of Zilla Parishad to that effect.

Status of Special Audit of Village Panchayats during F.Y. 2021-22 and 2022-23 :-

Units for Special Audit| Mandays utilized
Sr. No. Particulars No. of No. of
institutes units
1 2021-2022 153 153 105
2 2022-2023 01 3 11

Note : - Information for the year 2022-2023 is up to the month of September 2022.

k% ok %
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Chapter 5

Towards E-governance

The Government of Maharashtra adopted an E-governance policy in 2011 for bringing in
greater efficiency accountability and transparency in the government machinery. Accordingly
DLFAA has taken various measures to achieve the objectives of the policy.

(1) Maharashtra Local Fund Audit (MahalLFA)

www.mahalfa.maharashtra.gov.in :

This is a Web Portal for the DLFAA disseminating information such as History, duties and
responsibilities, Regular framework, Acts and manuals. Citizen Charter. Seniority lists, vacancies,
transfer and promotion orders, information under RTI.

(ii) Maharashtra Audit Information Network System (MAINS)

www.mains.maharashtra.gov.in

This web based application is developed with the help of NIC, Pune to automate the audit pro-
cesses and generate database of audit objections. It captures the whole process of the Audit, right
from planning to preparation of Audit Reports. It also facilitates compliance, monitoring and prepa-
ration of Review Report. The main features of the system are as follows :

It covers pre audit, monitoring when the audit objections are being prepared and post audit
compliance.

Online functions regarding Audit Scheduling, Audit objections processing, compilation and
generation of Audit Report. Online Review Audit report and compliance processing are
planned in near future.

It has facility for preparation of draft paragraphs, through templates in the offline mode
and later uploading to the system.

Before uploading data (Audit objections) is processed and validated through Document Ver-
ification Utility (DVU) template in the offline mode.

System is hosted at the Maharashtra State Data center, 4th Floor, New Administrative
Building, opposite Mantralaya, Mumbai.

In order to accept review of Audit objections by local bodies the L-CAP portal has been
activated.

To prepare the Audit Review Report of the Panchayati local bodies RAR portal has been
activated.

The MAINS system developed by the Directorate, Local Fund Audit, State of Maharashtra.
L-CAP portal for approval of compliance of paragraph by local bodies as well as SMS facility
has been implemented in RAR portal for preparation of article examination review report
on accounts of Panchayati Raj Institutions.
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e E-SIGN

Through the MAINS system advance notices, office orders, annual audit report, half-margin
letter, etc. are generated and issued with e-signature and communicated electronically to the
concerned self local bodies from 14/10/2021.

e L-CAP (LOCAL FUND COMPLIANCE OF AUDIT PARA) :-

The portal has been made available on MAINS system through NIC, Pune., The Zilla Parishads
and Panchayat samities are required to submit their compliances through the portal for the audit
objections pending since 2013-14. According to the prescribed procedure on MAINS system, Joint
director and Assistant director, Local Fund Audit Dept. are required to take action on compliance
obtained online.

The L-CAP portal was implemented on pilot basis in 12 districts. The L-CAP Portal was
further adopted in all the districts from 01st November 2019.Training has been imparted to the

Zilla Parishad staff in coordination with NIC, Pune and accordingly the compliance of the pending
objections is being received by the Local Fund Audit office through L-CAP PORTAL.

¢ Audit Online system (AOL) :

The Ministry of Panchayati Raj organized a video conferencing with all the states on 15th April 2020
to discuss the way forward and roll out of audit online application for auditing Gram Panchayat
account with special emphasis on recommendation on 14th Finance commission. Accordingly the
AOL system was adopted by the state of Maharashtra in F.Y.2020-21.

Audit Online is one of the generic and open source applications developed as a part of Panchayat
Enterprise Suite (PES) under e-panchayat Mission Mode Project (MMP) initiated by the Ministry
of Panchayati Raj (MoPR). Audit Online facilitates the financial audit of accounts at all the three
levels of Panchayats viz District, Block and Village Panchayats, Urban Local Bodies (ULB) and
Line department by Auditors (State AG/LFA). Audit Online facilitates recording details for both
Internal and External Audit as per the defined process. The software not only facilitates the online
and offline audit of accounts but also serves the purpose of maintaining the past audit records of the
auditee with associated list of the auditors and audit team involved in the audit and acts as a good
financial audit tool and improves transparency & accountability. Also the information is available
in public domain and for usage by other PES applications.

* %k %k k
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Chapter 7

Glossary of terms used

Sr. No. Abbreviation Terms
1 A&T Accounts & Treasuries
2 AOL Audit Online system
3 CAG Comptroller & Auditor General of
India
4 Director(LF) Director (Local Fund)
5 DLFAA Directorate of Local Fund Accounts
Audit
6 FD Finance Department
7 GAD General Administration Department
8 GR Government Resolution
9 L-CAP Local Fund Compliance of Audit Para
10 LFA Local Fund Accounts
11 Mahalfa Maharashtra Local Fund Audit
12 MAINS Maharashtra Audit Information
Network System
13 PRIs Panchayati Raj Institutions
14 RAR Review Audit Report
15 RDD Rural Development Department.
16 ULBs Urban Local Bodies
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