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INTRODUCTION

I, the Chairman of the Committee on Public Accounts (2012-
2013) having been authorized by the Committee to present the Ninth
Report, on their behalf, do present this report on the Reports of the
Comptroller and Auditor General of India (Civil) for the years 2007- .

08, 2009-10 and 2010-11 pertaining to Municipal Administration &
Urban Development Department.

21 The Reports of the Comptrolier and Auditor General of India
(Civil) for the years 2007-08, 2009-10 and 2010-11 were laid on the
Table of the House on 5.12.2008, 29.3.2011 and 29.3.2012.

3. The Committee examined the reports of the Comptroller and
Auditor General of India (Civil) for the years 2007-08, 2009-10 and
2010-11 pertaining Municipal Administration & Urban Development
Department at their sitting held on 14® May 2012, 23~ August 2012,
5t & 6™ October, 2012, 17 October 2012 and 12% February 2013.

4. A statement showing the Summary of Observations/
Recommendations of the Committee is appended to this Report.

5. Arecord of proceedings of the sitting of the Committee, which
has been maintained forms part of this Report.

6. The Committee placed on record their appreciation of the
assistance rendered to them by the Principal Accountant General
(G & 8.8.A), Andnra Pradesh and their Officers and Staff; Secretary
to State Legislature and their Officers and Staff in examination and
preparation of the Report. The Committee would like to express
their thanks to the officers of Municipal Administration & Urban
Development Department and other Officers and Staff of the
Government of Andhra Pradesh for the Co-operation in giving

information to the Committee.
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Report of the Public Accounts Committee on the Reports
of the Comptroller and Auditor General of India for the years
2007-08, 2009-10, 2010-11 (Civil) - Government of Andhra
Pradesh

Municipal Administration and Urban Development
Department

1. Para No: 3.3.7.5 of Audit Report 2007-08
Management of Wastes

Use of Waste

Establishment of processing plants: The Greater Hyderabad
Municipal Corporation (erstwhile MCH) concluded (May 1997) an
agreement with a Hyderabad based Company (M/s Selco
International Limited) to establish Pelletisation plant (Phase 1) and
Power plant (Phase Il) at Gandhamguda site in Rajendranagar
Mandal in Hyderabad. For this purpose, 10 acres of land was leased
to the Company and a lease agreement was concluded in June 1998
to establish the Plants.

The site (at Gandhamguda) selected was inappropriate as it was
close to Airport and hence APPCB could not accord approval for
setting up the power plant there.

Scrutiny of the records of the GHMC revealed that GHMC passed on
undue financial benefits to the Company on several counts violating
the agreement conditions as discussed below:

Agreement condition Violation made by GHMC resulting in undue
benefit to Company

The Company was to make The Corporation has not ensured the financial

its own arrangement for viability of the Company before awarding the

raising the funds. contract. Government permitted (January
1999) the Company to mortgage the land with
the financial institutions IREDA and TDB (both
are Central PSUs) to raise finance of Rs 20.38
crore (Rs 14.55 crore for pelletisation plant

[1]
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and Rs 5,83 crore for construction of power
plant) for establishment of Power project,
This was irregular as it was tantamount to
Government standing surely for loans
raised by a private party.

ents were made (March 1998)
in the agreement already oo:o_.cama by
deleting Clause VIl relieving the
Company the obligation to pay any
penalty for non-lifting of the minimum
quantity of garbage. On the other hand a
rare onerous obligation was cast on the
Corporation by increasing penalty of Rs
50 under Clause Xl to Rs 120 per MT for
non-supply of the minimum garbage by
the Corporation to the Company.

The Company shall collect and Amendm

transport the MSW to an extent
ol 175 TPD (25 percentof the
requirement) at its cost to their
plant and the balance 525 TPD
(75 percentof requirement) has
to be supplied by GHMC. (Cost
of transportation to be borne by
GHMC)

If the Corporation failed to supply
the waste, Rs 20 per MT shall
be paid by the Corporation to
the Company.

If the Company failed to use the
minimum guantity of garbage i.e.
700 TPD the Company has to
pay penalty of Rs 20 per MT for
the quantity not used.

During the period from March 2000-
December 2007 the Company had not
lifted the garbage of 16.30 lakh MT. Due
to deletion of the Clause VIII in the
agreement the GHMC had to forgo
revenue of Rs 3.26 crore towards penalty

payable by the Company.

It is thus evident that the party participated in the bid despite not
having the funds to execute the project. GHMC also failed in verifying
and establishing their financial capacity. The post tender deviations as
mentioned in the Table above vitiated the sanctity of the original bids
also resulting in undue financial benefits to the Company.

The Company established (November 2003) its Power plant at
Shadnagar, 55 km away from the Gandhamguda site but has not
been lifting the garbage as envisaged in the agreement and as a
result, the garbage was getting accumulated by leaps and bounds
at the dump yards with adverse implications on human health and
environment. .

Similarly the Vijayawada Municipal Corporation (VMC) permitted
M/s. Sri Ram Energy Systems Limited Company (SESL) toa mortgage
n,..m leased out land of 10 acres for construction of power plant to
raise finance of Rs 18.85 crore and Rs 7.24 crore respectively from

3

IREDA and TDB. The Com
. § v ]
m_w:_ on regular basis _em%ﬂm“o :o:.ncu 505%“38@% *umnz,ma&mﬁg.:m
xtont stipulated. Except issue of show-cause rofices %ﬂﬂm@ .__”_w_w

2004 to January 2008 th .
against the Company, e VMC failed to take effective legal action

Failure to assess the financi

unsuccessful execution of the al capabiliies of the parties led to

is saddled with the prospects 38&2 projects and the Government
: ! havin, i =

by the private parties as these _omaum.w«a%osmcomaawmﬁonﬁm _owwﬂoﬂwﬁ

and VMC have not aoaaﬂmﬂm%wwwh_:mﬂga lands. GHMC

: loans, their utilization

specifically for the intended projects
L (o) : 3
the parties to the financiaj in mﬂ: :_%o e and the repayment made by

Processing facilities in clu
. ster approach: Gov: ecided
H@om Mmﬁmﬁwaumﬂuwmmm_su plants initially at four Q:ﬂmﬂ:ﬁmﬁ_m waste
ne municipality is not sufficient s i
plant, the OU§> proposed (October 2005) to QQHM MMS& :mﬁ:uocm_ms sl
ULBs by forming clusters to make the processing and final &mh

of the waste at landfills a viab ivi
; le activi establishi
integrated waste management 52:@..@ by ishing a common

The CDMA requested the EPTRY
Visakhapatnam (4), L.

comprising 31 ULBs

to evaluate four clusters of
Mﬂmﬁm hqw...\w:mﬂﬁucq (9) and Nellore (9)
. view the (WTE
.ﬂwo_ﬂo_wmv where Em Government decided to MMMM MMHM.MM% plants
i w.% TRI submitted its report/proposals A>=n:m~.Zo<m:_an MS.N.

€ approval of the Government is still awaited mwo:caw , .u

Thus the implementation of power projects in fc
power projects in fo
proposal stage resulting in the imm Rreliler
being scientifically utilised.
L SeavaiNG s

1.1

2008.
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' avawada Municipal Corporation
o T s Oo:.__m: _mwmoﬁﬂwﬂ,m,mrﬂmim_ case was filed by Mr. Ashoi
ﬁoaammm_odmaimw a 3% Metropolitan magistrate court under Seg,
Kumer in VijayaheCh " ith Sec.138, 134, 41, 42 and 43 of Public
667 of _._z_o._ mmm under Sec. 43 and 24(3) of Air (Prevention ang
Health >o~__u llution) Act, 1981. It is Umwmom_.:. mcmi foul smel|
0028_. of cw ot e plant. Municipal Corporation, <__m<m<<ma.m and
emanating © Control Board) have been made Emuo:ﬂm:ﬁm in that
PCB :uo__ceo:_s 2010, the then Commissioner had filed counter
St O:. AN_.‘_m ch: mm far orders have not been received in this
m:.amﬁ,_: aid _u_m:.# was commissioned in December, 2003 and
mwdmﬁwwo:mm wv to February 2009 and thereafter stopped functioning.

13 The Committee enquired about the other issues of the case.

1.4  The Commissioner replied that the major issue is pollution

and nuisance on account of the foul smell emanating out of the Plant,

causing inconvenience to public health. I

15 Committee enquired about the dates of filing of cases and

the counter. M.
issi i ed in the

16 Commissioner, VMC ﬂmu__ma.Smﬁ the case was fi

year 2008 and the case number is No.270 of m.oom. .i_m Sm.:

Municipal Commissioner has filed a counter affidavit in this case in

May, 2010.

17 Committee enquired about the present stage of the case.

1.8 Commissioner, VMC replied that the affidavit was filed in May
2010 and no court orders were received in this regard and the case
is pendingin the Court of 111 Metropolitan Magistrate Court.

19 The Committee felt that when the plant was not functioning
the court case is not an issue and sought a report about non-
functioning of the plant.

110 Commissioner replied that as per the records m,.\mw_mc_m. the
plant was functioning till February 2009 and after that it remained;
non-functional.

111 Committee enquired about the present possession of land. ﬁ

112 Commissioner, VMC replied that the Land is in ®o<m33m3_m
possession and they have to take away their Plant & Machinery.
Now Government has to resume the land back.

1.13 Committee stated that when the case was pending in th
court for a number of years then the plant authorities may .ﬁmx
advantage of the court orders and ask the Corporation to pay fine.

—

|

m
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#.3 Commissioner, VMC replied that the matter was discussed
with the Municipal Standing Counsel on 6 October, 2012. The Counsel
has asked to send somebody on 28 October, 2012 to discuss about

all the legal steps that are to be taken to remove the plant and
machinery from the site.

1.15  The Committee felt that there are two issues in this regard
Number one is removing the plant and machinery from the site by
the Company and the second is resuming the land back. The
Committee enquired about the legal action taken against M/s Sri
Ram Energy Systems Limited for violation of agreement conditions.
1.16  Commissioner, VMC replied that Government is seeking legal
opinion in this issue.

1.17 The Committee observed that no action has been taken
against Sri Ram Energy Systems Limited. Also Government has
not sought any legal opinion since 2009, and enquired about the
correspondence between VMC and the Company after 2009.

1.18 Commissioner, VMC replied that as per the records there is
no correspondence after 24 August, 2008.

1.19  The Committee felt that the agreement was entered into with
Sri Ram Energy Systems Limited to generate power through
recycling of the waste. The main motto behind giving Government
land is to avoid the problem of waste as well as the production of
additional power. The Committee sought the following information:

i. What are the initial agreement conditions?

ii. Whether the company has complied with the agreement
conditions or not? If not, what action has been taken against
them for violation of the agreement conditions?

1.20  The Committee observed that the land allotted to the Sri Ram
Energy Systems Limited was in the city outskirts at the time of
allotment and hence, no one objected to the establishment of the
plant. Due to expansion of city, the plant is now in the centre of the
city and the people living around the plant objected to the functioning
of the plant that ultimately led to closure of the plant. Now the #ﬁma
allotted becomes so valuable due to increase in the value of the land
cost. The Committee also felt that if the court case is settled,
Government can construct JNNURM houses in the land or the land
can be utilised for any other purpose. In this context, #de:__&m
note that central funds received under JNNURM could not be utilized
for want of availability of land and about 1.50 lakh houses were to be
constructed for poor in Vijayawada city. L TIenRace L,,,},,W__EH
me f811 101 NEY
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atthere is no relation Umgmm: the
ronmental pollution thatis ow:m_:a
ment entered with Sri Ram

121 The Committee m_mn feltth :
case filed in the court qm.@ma_:m envi g
inconvenience to public and the agre

Limited by VMC. .
Energy Systems that some municipalities have

..m_MmoaﬁQOB»ma . .
i .um_:coﬁmoéaama for taking solid wastes from those
i The lands allotted to these plants are

i er.

s e oy b e not transferred completely to
is of rent only but these an . .

M...mﬂm cMmm_Mmﬂ the agreement signed with the Companies,

i i i1 some place in their vehicles.
3::.%@.:.3 s._.”";mc%._%:”s mmcﬂww&n.mm“,:mmé ﬁo_uno__mnﬁ the us.mmﬂm and
o 3.m. u_m%M 1ant on theirown cost. In the plant they will @m:nﬁmﬁm
nm:wuwa%«hoﬁm m«mﬂm and can sell power to anyone. There _m_.:o
Wow_%%wmow that the power has to be sold to Government o::\,.‘.w MMM _:mq
there is no tipping fee to be paid to M:M _ﬂ_wﬂnwm_ﬁm JMM:MmN:mME 2 wm

ippi i ions are i !
%mw%%hﬂm%wwzwmw ﬂ*mmn:cﬁwm%«mdm:oﬁ imo_._a:u successfully. As regards

the present casz, if they cannot work in the centre of the city, the

best thing is 1o taks back the Government land and the Company

will iake back whatever machinery it has.
123 Commitiee enguired about the working of the similar plant
established in Hyderabad.

inci i t even in Hyderabad
1.24 Principal Secretary, MA&UD ﬁmv.__oa tha
also the plant was closed. He further replied that these types of plants

were functional till 2009 only.

125 Commissioner, Greater Hyderabad Municipal Oo:uoqmﬂ_o:
stated that initially, when these agreements were mzﬁmﬁa into in the
year 1997, it was thought that the plants are economically viable.
They brought some finance and operated the plants. mccwmn_.._mzﬁ_%
the APERC has fixed the unit rate of power as Rs. 3.42 paisa for
solid waste management and now it has been increased to Rs. 4
and odd. Now the generation of power by solid s.mmﬁ.m management,
including cost of capital and maintenance is qux_an out to more
than Rs 7 per unit. That is why practically it is not working out. .mI_SO
is paying tipping fee for processing the waste, treatment and disposal
facility. We are transporting and handing over the waste at our own
cost and paying them Rs. 600 per ton additionally for treatment,
which includes bio-composing and using the balance material (RDF)
for power generation. Even in Hyderabad, we are paying Rs 600 per
ton for ireatment and disposal. Whereas in Chennai, Bangalore and

,

Mumbai wherever it is done, it is more than that amount. In their
case, when the Corporation was giving the waste, they told them
that the Corporation would transport 75 per cent of the waste and
the remaining 25 per cent has to be transported by the Company
itself and as per the original conditions; the Company has to pay Rs
10 or Rs 20 to the Corporation. As of now, no plant is running on that
basis throughout Andhra Pradesh or throughout India and there is
no successful experment to show that it is a practical thing.

126 Committee observed that the most valuable land was kept
vacant without any use. Chairman enquired whether permission was
given to mortgage the land for Rs 7.24 crore.

1.27  Commissioner, VMC replied that the permission was not given
as they have not applied for the permission. He further stated that
the Corporation has made some efforts like, on 18 December, 2008
an elaborate notice was issued to the Company to show cause as
to why the terms and conditions of the lease, including supplementary
lease conditions have been violated by them. Again, the matter was
referred to the standing counsel on 24 August, 2011 seeking his
advice as to how to resume the land and how to deal with the
machinery aspect and there are no developments thereafter. He also
stated that he has initiated action now and after 20 October 2012,
we will take one month time to take back the land and work out the
method to vacate the plant and machinery from the premises. There
is no financial liability on the land and the land belongs to the
Corporation only.

1.28 Chairman enquired about the action taken on the Company
for violation of the agreement conditions g

1.29  Principal Secretary stated that on 6
Commissioner had a discussion with the
have violated the agreement, there was

terminate the agreement and .
1.30 Chairman asked the Principal S¢
delay in taking action on the Com
Commissioner, VMC & Standi
not.” Ok ey
1.31  Principal Secretary
Counsel Resolution, Ci

running presently in
agreement condition

e -y

T b b
it B ynsqnod sl Aordinal
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ry replied that :63. were =<m\m._x. u_m.&m like
this in different parts of the State clubbing :<m\_m_x municipalities as
i they are saying that they would
one zone. Only at Karimnagar, y i
. * m »
commission the plant. In rest of the places they m:w ﬂ\_ __iw._, m:”
stages. Recently, Commissioner m.o:mo”oﬂ. 0 u ; ipa
Administration has been directed to issue notices to a the
Companies to stick to the original agreements, failing Eﬁ_n: the
agreements are to be cancelled and there will not be any change of
lease conditions at this stage. Most of them are approaching with a
request to give them tipping fee as is being done in other places.
Since the original agreements do not provide for tipping fee, and if
we have to give tipping fee, we have to start the whole process afresh
giving opportunity to everybody to participate.
134 The Committee pointed out that Selco international _I.E.
was awarded 10 acres of land in 1998 for establishing processing
plant in Gandhamguda village of GHMC area. The Ooﬁoa:_.o: has
not ensured financial viability of the Company before awarding the
contract and GHMC has given permission to mortgage the land for
Rs 20.38 crore.
135 Commissioner, GHMC replied thatas per the procedure, State
level official committee and technical committee are constituted to
examine the offers given by the companies and it was awarded to
Selco international Ltd. The Government had given permission to
mortgage to government agencies only to secure loan. Based on
the permission two agencies IREDA (Indian Renewable Energy
Development Agency), TDB (Technology Development Board) have
given Rs 2 crore and Rs 4.55 crore respectively to Selco international
Lid. As 10 acres land is not sufficient to establish the plant, they
purchased 55 acres of land in Shadnagar with the mortgage amount
and established the plant there. Out of Rs 6.55 crore, around Rs 3.3
crore (IREDA: 77lakh TDB: 2.6 crore) is yet to be recovered from
the company. Because of outdated technology the plant was closed.
We have given notice to them to pay the royalty and penalty. As per
the original agreement, Corporation has to transport 75 per cent of
the waste with its own cost and the remaining 25 per cent has to be
transported by the company itself. If the Corporation failed to supply
the waste then it has to pay Rs 25/- per metric tonne, and if the
company fails to use 700 ton garbage in a day then the company is
liable to pay Rs 20 per M.T to the Corporation. They have suggested
for waiving the penalty provisions. The Corporation has removed
that penalty provision with a condition to the effect that shortfall will
be a continued liability on the Company. But the penalty system was

1.33 Principal Secreta

9

continued as per the original agreement only and penalty of Rs 23
lakh was paid to GHMC by the Company. After closing the plant they
stopped paying penalty. Actually the Company had invested a lot on
the project but unfortunately the technology could not support the
cost. In this situation we went for a legal opinion which says that the
contract can be terminated by issuing notice. Now we want fo put
pressure on the Company to release the mortgage on the land duly
paying Rs 3.42 crore which is outstanding and then take over. We
are taking along with the liability payable to IREDA and TDB. Now,
we have to pay an amount of Rs 3.42 crore in case we want to take
over the land and within six months the Company has to pay. We
have put it in the Council and taken a decision.

1.36 Chairman asked as to why GHMC is unable to take over 10
acres of land. -

1.37 Commissioner, GHMC replied that the Company had not used
the 10 acres of land.

1.38 The Commitiee pointed out that though the Company has
not used the land, it had mortgaged the land and siill it has to repay
an amount of Rs 3.30 crore and penalty amount.

1.39 Commissioner, GHMC replied that if the Company fails to
adhere to the conditions then the Government can take back the
land but GHMC has no right on the land & machinery purchased by
them. Only IREDA & TDB have the right. He further stated that the
Government is pursuing the matter with them to attach the property
and put pressure on the person so that he will clear off the loan.
Even if the Government sells the land, it may not get that much
amount. It is useful for development of a park. The Commissioner

promised that GHMC would pursue the matter.

1.40 The Committee felt that the loan was not sanctione
Government and hence legally there is no chan _6 ftac
property. The Company mortgaged the Government land. The
Committee also felt that Government should not have granted
permission for mortgaging the Government land. o 10 e .
1.41 Commissioner, GHMC replied that the Government might
have taken a decision at that particular time szﬂcﬂ%ﬁﬁ.ﬁa

of technology. He further stated that the loan was taken for
establishment of a power plant in an extent of ten acres of land and
this was not approved by the Pollution Control Board. i

142 The Committee pointed out that although Govemnmen
taken some decisions to encourage them the G mpany h

CR. 670-3
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_ amount i.e. RS 6.55 crore in the | 152  The Committee folt that when the Government agreed to
n a rupee out of the loan The Committee asked as to : mortgage the land its intention was with the establishment of ihe
Nﬂ”ﬁa land handed o<m.~: to _,Mw_ﬂshsﬁo:‘ pPCB's approval, and n_a%_ in 10 acres of land, the machinery would be inder the corvirol
ny can take the of Government,
demﬁﬁawﬂ,. mﬂ_._wima itto :mu_um:.ﬁa that the loan was sanctioned 1.53  Commissioner, GHMC replied that moritgage we+id mean
143 Commissioner, oxz_mm Mﬂa permitted them for morigaging that at least the equipment is under our control,
on 55 acres of land. AS vo_ma 154 The Committee felt that spending the mortgage amaunt
the plant they shifted the plant. w on which land the loan was somewhere else is not correct, The Committee, in this context, aleo
1.44 Chairman wanted 0 x:_wa quoted the Government Order wherein it was specified clearly that
sanctioned for establishing the p ma that the 10 acres of land & the the mortgage amount should not be spent for other purposes.
1.45 Commissioner, mxzwmmmwn: IREDA & TDB have the power 1.55  Commissioner, GHMC replied that power plant means, it has
equipment had cmm:.aoanmu : : two activities viz. (1) um__ﬂ.m_mnmuo: and (2) thermatization. To prepare
to attach the properties. . he purchase of 55 acres of land pellets, Gandhamguda mam was ...mmn even up to 5@ year 2009.
1.46 The Committee questioned ".:m cﬁo Government land. The >S:m=<..a:3b was also situated in Awm:n:man:am. site: only. After
i.:: the loan obtained by Bo:ommr m;ma to mortgage the 10 acres preparation, pellets are trarsported to Shadnagar site, and as such

Committee felt that the Company

of land and it is nothing but cheating.

he is using for the same purpose. The ) .
ied that, in fact after drawing Rs Company §. deviated

nor used the site for any other purposz.

Commissioner, GHMC repl B has not agreed | 1.56  Chairman stated that when an organisation had come forward
du“ﬂ ooy .‘O acres oﬂ _mﬂ.—au H—Jm >1ﬂvo a! ! U—. —..— _ = - 3 5
6.55 crore by mortgaging 1C s site. The Company has shown to establish a power plant its financial mBEm was 1o be verified. In
for setting up the plantin this Ea mohm Bmmwoma to get the loans from the instant case, it seems that M/s Selco international was a zero
Rs. 22 crore as cost of :Hw Hﬂ: mmcm_m:nm amount. He further stated financier. In such situations, any Ooaum,m.<8.: ummsamnn_miﬂx.
other financial _:mwﬁwmnum:mm_.mama the proposal {0 establish the plant 157 Commissioner, GHMC replied that the organisation is not a
fhat &s Soon a5 .M he has again taken permission to put-up the plant zero financier; it has to bear 30 per cent of the expenditure and the
in 10 iﬂﬁmm of land he remaining 70 per cent is sanctioned by the financial institutions in
elsewhere. : 3
1.48 Chairman pointed out that the Company applied for ﬂ_m s ORee 3 . ;
establishment of the plant but for using the mortgaged amount for 1.58  Committee asked as to what action has been taken on the
establishing the plant somewhere else. Company for violation of the agreement conditions. R
‘ i ment has 1.59  Commissioner, GHMC replied that it is only a lease for 30
issioner, GHMC replied that actually Gavam A P T Y ;D&M.wmz SR o e
m%%:&wﬂﬂﬂﬂwnmmom the land for taking finance to put-up the plant. years; even today we can take over that land. since it i Mawﬂ_.r
. o ussession only. PEAOEG el YRRl .
150 The Committee sought information on the following: P ‘ Y ’ St u e imi;...w- . ‘_”.m.._.._..
()  How could the organisation establish the plant in 160 The Committee stated that Selco inte alianghhas;io Gt

private land?
(ii) How did the Government permit it?
(iii) How was the bank loan released without PCB’s

| BankGuarantee to the Municipal Corporation as per the
@ 1.61  Commissioner, GHMC stated that bank guarant

given for Rs 1.5 crore (as per the land value of Rs 16.5 \
at the time of allotment) and it is still valid and he is als

permission to establish the plant? ,, extend that Bank Guarantee. _ R
[ issi lied that Government wants to 1.62 The Committee stated 5m:___¢ mmzxmzﬁmsggg
M_ﬂo:qmww:ﬁ_:ﬁwmm_w%%%m Mﬂd%:wm%ﬁ plants. ” given based on the mortgage amount.

10 WO AN



12 :
Commissi HMC replied that the land was allotted
B o e a records were available

rate of Rs 50,000 per acre and no
MWMM the assessment of land value done by IREDA & TDB while

sanctioning the loan.
164 The Committee wanted to know how th

crore was sanctioned on the mortgage of 10 ac

market value was Rs 50,000 per acre. .
165 Commissioner, GHMC replied that the loan amount might be

inclusive of cost of plant & equipment. He further stated that the loan

amount is assessed by the market value of the land on ﬁj.mﬁ day, but
struction. The land is on the hill side.

it is not suitable for con :
1.66 The Committee enquired about the action that1s planned to

initiate on the Company finally.
1,67 Commissioner, GHMC replied that the deed will be cancelled
and the land will be taken back by intimating IREDA & TDB through

letters within one month’s time. ,,

1.68 While concluding the discussion on the above issues,
that, despite closure (in

the Committee felt unhappy to note
the year 2009) of the power plants by Sri Ram Energy Systems

Limited and Selco International Limited, the Government has
not taken back the lands allotted to them even as of now.
Therefore, the Committee recommends that Government
should take immediate action to cancel the agreements with
them and take back the valuable land within a month for its
proper use.

1.69 With regard to ‘Selco International Limited’ for which |
land was allotted in Gandhamguda in Hyderabad, the

Committee also recommends that Government should take |
action to get the mortgage cleared by the Company on the |
Government land parted with. 7

1.70 As regards Sri Ram Energy System Limited for which
land was allotied in Vijayawada, the Committee recommends
that Government should initiate criminal action for mortgaging
Government land without Government’s knowledge and

specific approval.
f

. 1.70 The Committee further recommends that the
" Government should ensure that the successful bidder has the

e loan of Rs 6.55
res of land whose

13

1.71 The Committee also recommends that Government
should take immediate action to put in place a mechanism for
management of waste in Vijayawada.

2 Para 3.4.8 of Audit Report 2009-10
Undue benefit to the Contractor

21 : PVNR? Elevated Expressway Corridor (elongated flyover)
provides connectivity from Sarojini Devi (SD) Hospital in Hyderabad
city to Aramgarh Junction, which is 12 km from Rajiv Gandhi
International Airport (RGIA) at Shamshabad. The work was awarded
(October 2006) to a Kolkata based firm?for * 439 crore. The scope of
work consists of the following major items.

(a) Elevated Expressway Corridor (EEC)
(b) c:amimmw at Aramgarh junction

(c) Trumpet Interchange near RGIA and
(d) Improvement of Inner Ring Road (IRR)

Audit noticed that the State Government, while awarding the above
work under Engineering, Procurement and Construction (EPC)
contract system (AP EPC) did not incorporate safeguards o the
offect that, in the event of reduction in the scope of work/quantities,
payments would be restricted to the actually executed works.
Consequently, undue benefit of * 86.67 crore was passed on 1o &
contractor in the execution of EEC (* 83.46 crore) and .m,.nﬁ.umy
Interchange (* 3.21 crore) as follows: _

Elevated Expressway Corridor (EEC)

The amount estimated for this component was * 344.13 crore. After
adjusting towards tender percentage (i.e. 2.44 per cent less to the
estimated value)the amount payable works out to ‘ 335.73 crore
provided the estimated quantities are executed in full. However, there

requi. | financial capability to execute the work, before
awarding the contract.

were major post tender reductions inthe quantities executed as detailed

in Table-19. !
. Doy

* Zpamulaparihi Venkata Narasimha Rao -
3\s. Simplex Infrastructures Limited - Somdatt Builders Private Limited (JV)
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Table-19
| Bench Value As per execution/ Value Differenco
s i ﬂsﬂ_ﬂy (Rupees ulilisation payable |(Rupees
in crore) (Rupees | in crore)
incrore) | (Col. 4-7)
Quantity Average Quantity | Rate*
Rate d (Rupees)
. (Rupees) |
(1) @ (3) G (5) (6) (7) (8)
Concrote| 168821 Cumy  6565.77 110.91 161265 Cum 640555 | 103.30 | 7.61
Steal 40583 MT| 3214625 | 130.46 29591 MT 31361.88 9280 |37.66
HTS 3880 MT | 8191285 31.78 2538 MT 79914.27 20.28 |11.50
strands
Total | 56.77

Hence, the amount payable to the contractor works out to * 278.96
crore (* 335.73 crore — ‘ 56.77 crore). As against this, the amount
scheduled for payment was ‘ 362.42 crore® resukting in an undue
benefit of * 83.46 crore (* 362.42 crore — 278.96 crore) to the
contractor for this component.

Trumpet Interchange

Whai the estinate was initially prepared, it was envisaged in the
scope of work t:at Trumpet Interchange would be constructed for a
length of 115 metres at a cost of * 16.72 crore. Subsequently, the
estimate was revised taking the length as 1,992 metres® at a cost of
59,32 crore, thus boosting up the estimate by ‘ 42.60 crore. In the
NIT the executable length was mentioned as 115 metres only and the
contracior also executed accordingly. Therefore, after adjusting the
tender percentage (i.e. 2.44 per cen: ess to the estimated value)
towards the initial estimated value of * +6.72 crore (for 115 metres
length) the value of Trumpet Interchange works out to *16.31 crore.
However, i~ this component the amount scheduled for payment
was “ 19.5Z crore’. This resulted in an undue benefit of * 3.21 crore
(* 19.52 crore - * 16.31 crore) to the conhiacior.

Thus, in the above works, the benefit of post tender reduction in
guantities did not accrue to the Government and thereby undue benefit
of ¥ 86.67 crore was passed on to the contractor.

¢ Rate adjusted ror tender percentage (-) 2.44 per cent
£349.22 crore paid as on June 2010

£ Ares(34257.51 sq m)™ adth (17.2 m)

7'19.48 crore paid as on June 2010
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Government in their reply (June 201 0) stated that bill of quantities
(BOQ) were not given as it was an EPC contract. It also stated that,
om.__< scope of work and basic parameters would be defined in the
Ea aoocs.._m_.:m. m.mmaom. arriving of IBM had no bearing on the
*_zman_m_ bids and in any case was not the criteria for selection and
thatit can also be construed that the amount quoted for the work by
the successful bidder was quite competitive.

The reply is not acceptable for the following reasons:

(i) Correct computation of IBM value assumes significance i
serves as the internal bench mark for arriving mm the five bwsm nww \
ceiling limit stipulated by the Government. But the work was awarded
to the contractor for a value of 15.82 per centin excess? of five per -
nm& ceiling prescribed by the Government due o inflated
estimates.

(i) While for the non-disclosure of BOQ in NIT, the Government
%ma EPC guidelines, it has violated the same guidelines of EPC
with _.‘m@m_d to price adjustment clause. Though EPC guidelines
specifically prohibited price adjustment during the operation of
the contract, Government had incorporated this clause in the
agreement fowards price rise in steel, cement, fuel, etc. While
EPC turnkey guidelines prescribe that the fixed price contract is
free from variation of market prices, the insertion of price variation
clause in the agreement confers undue benefit of  43.02 crore(as
of March 2010) to the contractor and is detrimental to the
Government’s interest.

(iii) In this connection Audit had already recommended? that all
conditions/ clauses in tender schedules and agreements in EPC
contracts should be examined in consultation with the Law
Department and suitable changes/ provisions may be made to
safeguard the Government interest in EPC system of contract.
But this was nottaken into account by the Govemment while replying

to the audit observation.

22  Inthe Explanatory Notes Government stated that IBM had no
bearing on the financial bids and in any case was not the criteria for

selection.

*IBM value arrived at by the HMDA *450.00 crore
Less: Undue benefit *86.67 crore
Realistic IBM value works out to *363.33 crore
Bid amount quoted by the contractor *439.00 crore
Difference between IBM and bid value *75.67 crore
Percentage of bid value over IBM 20.82

9 Para 3.2.13 — Performance review on ‘Godavari Water Utilisation Authority which featured in the
CAG's Audit Report (Civil for the year ended 31 March 2007 ,
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dit paragraph the

the discussion on the Au
23 _:amﬂmmamﬁ sue to non-incorporation of the safeguards in
M....mmw::w:«oﬂ:@:ﬁ the benefit of post tender reduction in the quantitieg
did :mm accrue to the Government in the construction work of PVNR

Elevated Express Way Corridor. This has resulted in an undue benefit
of Rs. 86.67 crore 10 the contractor.

24 While responding to the Committee's ocmmZm”_o”M <~<ﬂo _
Commissioner, HMDA stated that it was an EPC oo:qmo m: ; ﬁ_..m |
estimated at Rs. 450 crore. He informed the Commitiee that the _
tenders were called for in 2 transparent manner and the oo:mﬂmow |
was awarded to Simplex Limited which had mcoama the lowest bid 0
Rs. 439 crore. The quote of other Companies are: Gammon India
Lid.: Rs. 447 crore, Punj Lioyd: Rs. Amﬂ. crore, Navayuga
Constructions: Rs. 482 crore, Italian A..._mm._...cc__o .ra.“ Rs. 538 crore, |
1JM Corp: Rs. 659 crore who nmanﬁm»ma inthe Eaa:._n process. He
argued that while the main contention of Audit was Em.: excess
amounts had been paid t0 the contractor before completion of Ew,,m
work based on the December 2009 estimates of steel & concrete
used. But the work has not been completed as of now-and 3 ramps
are under construction. He contended that it is pre-mature 10 assess|
the execution of quantities and utilisation of oo:nqmﬁm.m steel and
quantities executed so far are higher than what was estimated even
before construction of three ramps. He opined that it would be helpful
for them if the audit is conducted after completion of the project tg
identify as to what is right and what is wrong.

25  The Chairman enquired whether the whole project would be
completed with Rs 439 crore or more. Chief Engineer, HMDA, replied
that there are some additional works which were not included in the
Agreement. ;

26 When the Committee asked how much would be require(
for completion of the works, the Chief Engineer, HMDA, replied tha
it would be Rs 18 crore. _

27 The Committee enquired about the present stage of th
project. Chief Engineer, HMDA, replied that the project had bee
completed up to 85 per cent.

28 The Committee has not accepted the Commissioner]
contention and stated that contractors are taking undue advantag
of the EPC system, swallowing crores of rupees by quoting high 3
rates for the initial stages of work and lesser rates for subsequen
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last stage of works. The Committee o

systemic deficiencies in the EPC i:wwnﬂﬂﬂm: M ﬁw..wnﬂwmw%
Though standard schedules are available with Roads and Buildi ;
Municipal Administration and Irrigation and Command M_qoomm
Development Departments, the Departments are not supervisi
the progress of works with special reference to guantities oxmosw
from time to time and the quantities yet to be executed, etc. and
making the payments to contractors irrespective of the m:m:.%mm
mxmoc.mq.. .._.:o Committee also felt that, for construction of 2 flyover
the nc.m:ﬂ:_mm for basement, sub-structure, super structure, efc can
_umm estimated properly and the payments regulated mooo-&.:u? but
this was not being done; instead, the payments are being :“m%
Ummm.a on Em requests of contractors without verifying the facts
despite availability of technical staff in the Engineering Departments

2.9 Therefore, the Committee r

ecommends that
mo_\mw:..:m:u should ensure that payments to contractors are
restricted only to the extent of quantities executed and

discourage making payments in adva ecuti
ur: nce of the ex
quantities on what so ever reason. il

2.10 The Committee also recommends that Government take

action to streamline the procedures relating to EPC
'stem
as fo mm‘nmzma Government interest. . X =4

2.11  The Committee further recommends that Government

should consider incorporating appropriate clauses in the EPC
mmwmmﬂmauu..mn&‘a&\:h adjustment of the contract price in case
of variation in specifications / scope of work.

3 Para 3.4.12 of Audit Report 2009-10
Tirupati Integrated Temple Tourism Township Project

Tirupati Urban Development Authority (TUDA) took (March 2006)
possession of Government lands (146.61 acres™) in Surappakasam
village for setting up a Satellite Township. Even before proposals
from private parties were invited, M/s Emmar MGF Land Private
Eas_ow.a (Developer)" submitted (May 2006) within a short span o

month a suo-moftu proposal for development of | , g ple
Tourism Township (Project) on Swiss b:n.ﬁgg ‘unde
Public Private Partnership Mode as per the AP inf

LRyt

""al the market rale of * onelakh per acre, as assessed by the District Collector »
"' The Company was subsequently converted _53._".5__%; ca_ﬁn_-oﬁimﬁﬂg -
""Means when a private sector parficipant submits an unsoliciled or suo-motu proposal for un
aproject, not already Initiated by the Authority ‘ .

CR. 670-4
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2001 (Act). The Developer offered 25 per
of * 3,287 crore which works MS ﬁ
8 re over eight years in addition to the development fee 0
Jmmdmw%mqﬂmﬁa_m cmu:w:r TUDA entered into (June moow a
Memorandum of Understanding (MoU) ig ?w Om<m._oumq for taking
up the Project by treating him as the Original Project Proponent
(OPP).
In terms of the provisions of the Act, TUDA called tc_.< 20086) for
counter proposals. An extremely short period of 13 days in two short
spells was given which was grossly inadequate for any party to
submit an offer given the substantial size and volume of the project.
Consequently, there was no response. The Development >oam3m2.
cum-General Power of Attomey was concluded (August moo.Q with
the Developer. A small sum of ‘ 4 crore was collected as against the
token amount of * 15 crore which the party had offered to pay. On the
plea of not having taken prior approval of the Government, the
advance of * 4 crore was also refunded to the party and the mo_.mmama
was cancelled (October 2006). The party was given Em. benefit .o*
submitting a fresh offer instead of calling for open a_am.. <<:__m
Government approval was necessary, the contractual relationship
was between TUDA and the Developer. Apparently, the Developer
was not keen to persist with the initial offer else he would have
challenged this cancellation.
In response to the invitation of TUDA to submita fresh offer the Developer
submitted (March 2007) a revised proposal offering 15 per centshare
of the gross revenues of * 1,610 crore which works out to ‘ 241.61
crore over eight years in addition to the development fee of * 15 crore
and ‘5 crore as advance payment to be adjusted against the revenues
payable to TUDA in the first year of the development period. TUDA
again invited (May 2007) counter proposals giving a time limit of 60
days (by 9 July 2007). Two Companies™ submitted their counter
proposals. The Consultant reportedly evaluated the two commercial
offers and the offer of the OPP according to the Evaluation Financial
Model (a model calculation sheet included in the Request for
Proposal) and ranked the commercial offer in terms of net present
value (NPV) of the OPP as the highest and recommended to issue
the ‘letter of award’ to OPP. As per the Central Vigilance Commission’s
(CVC) guidelines of September 2003, pre-qualification criteria,
performance criteria and evaluation criteria should be incorporated

Development Enabling Act,
centshare of the gross revenues

*Larsen & Toubro Limited and Ramy Infrastructure Limited (a consortium)

e

T
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arand unambiguous terms for evaluation
anner. In the instant case, to arrive at the
commercial offer, yearly returns offered by,

in the bid documents in ¢le
of bids in a transparent m
NPV and to evaluate the

the basis for such evaluation made by its
was no transparency in‘arriving at the NPV
tors by the consultant and hence the rates
. As :”____ %_mao:_ma of the offers made by the
€ available by TUDA, i assess
the correctness of evaluation of EM offers. et s

TUDA entered into a Develo
September 2007. It receive

consultant. Thus, there
of each of the competi
were not comparable

aﬂﬁmzﬁ Agreement with the Developerin
: } eptember 2007) ‘ 4 crore as advance
instead .ow 20 crore. ?m Developer submitted (November 2007) a
BG for * 16 crore which was valid up to 12 November 2008. The

omMm:Q of the BG was extended (12 November 2008) by one more
year.

As the Developer did not pay the balance dev i

to fulfil contractual obligations evenas of mmﬁﬁmawﬁ_uﬂmomw.ﬁ W@Uﬂ:ﬁnﬂh
.Awmuﬁmacm_. 2009) the amount of * 16 crore by invoking the BG after
issue of notices to the Developer. The Government, however, directed
Em:cmé mo.A 0) TUDA to return the BG amount and muu.qo—.m the
Dmﬁm_“.ma vmo_mﬁ Report (DPR) submitted by the Developer. The DPR
submitted in November 2069 promised revenues of only * 191.81
crore as against the already reduced offer of * 256.61 crore.

As of June 2010, the BG amount of * 16 crore was returned to the
Developer. The agreement for the revenues of ‘ 256.61 crore was
not cancelled and instead Government fixed (July 2010) the _uau
Dead Date™ (DDD) as 15 July 2010 as against the request of the
Developer to extend the DDD up to 31 May 2010 _Am:‘ﬂ:‘mo.‘oﬁma
additional time of 45 days). This led to the party holding the precious
_m:a raising the potential risk of fueliing speculation with <m_..w little of
its funds being blocked. As a result, although the o:mq.im.w,_..wmmm«mw
way back in May 2008, the land remains to be developed (June 2010).

&

* The date occurring upon the expiry of six months from the agreement date or mcn. &.ﬂhﬁﬂ.ﬁt&
be agreed to in writing by the parties _ e



. :ﬁss._ﬁ.mmo‘oﬁm_moaam:nma
The matter was reported to Gove! (November 2010).

in August 2010); reply had not been received

31 Initiating discussion on the audit paragraph, Vice
Chairman, TUDA stated as follows:

proponent. As
with Emaar MGF land private Jimited on 10 August

M.xﬁ. gﬁ%éﬁ»qﬁ%m@ﬁmi:&azoﬂgz

processed comectly AP industrial enabling Act 2001 and
ggsﬂsw %M agreement. Accordingly, TUDA cancelled
the agreement. After canceliation of the agresment, fresh proposals
had been called for on 11 May 2007. Once again mamm_.gnm land
private limited submitted revised proposals by reducing the income
offered to TUDA from Bs 821.76 crore fo Rs256.61 crore. Accepting
Emaar MGF land private limited as the original project proponent,
counter proposals had been called for on 11 May 2007. This time,
two companies viz., “Ramky Infrastructure” and “L.&T” had filed the
counter proposals. After evaluation of all the proposals, M/s Emaar
MGF Iand private limited stood as highest bidder and TUDA signed
agreement on 26 September 2007. As the Company has failed to
fulfill the agreement conditions, TUDA issued notice in September
2009 and it en-cashed the bank guarantee of Rs. 16 crore.
Government directed TUDA to refund the en-cashed bank guarantee
amount and obtain bank guarantee afresh. Bank guarantee (valid
up to 02 February 2011) was obtained again. Still, even as per the
revised agreement, DPR for Rs. 256 crore had not been submitted
by the Company and hence the land had not been handed over by
TUDA till date. Once again TUDA encashed the bank guarantee on
19 January 2011 and issued notice for termination of agreement.
Then gmvnqomﬁ_mn TUDA and requested to form a Board for
discussing the considerations & negotiations. TUDA has rejected

the request and action is being taken to cancel the agreement after

21

ocﬁmsmagoﬂ_ao:.g .. L..,.
the Company. e Faiaasggo«ﬁ.&

32  The Committee asked as to why the Government directed
TUDA to refund the bank guarantee. .ﬂ.ﬁ%hi%ﬁo also ...oﬁn that
Government had directed TUDA to accept the DPR that was
submitted by the Company for Rs 191.81 crore which was lesser
than the offer of Rs 256.61 crore for which an agreement was entered
into. ‘

3.3  The Committee enquired about the reasons taking
action even after so many years and asked as to who ﬁamﬂzo?&
in this issue. -

34 VG, TUDA replied thatin January 2010, Government ordered
to refund the bank guarantee amount after deducting an amount of
Rs 2.83 crore towards interest. Government also directed TUDA to
obtain a fresh bank guarantee and study DPRs. _

3.5  The Committee enquired whether there exists Chai .
TUDA at that time. _ =t e

36  VC replied that Sri Chevireddy Bhaskar Reddy : ‘
Chairman of TUDA at that time. ‘ e
3.7  The Committee sought to know the reasons for favouring
the Company when there were doubts on the project report submitted
by the .OQSUN:< and when the project itself was not viable. The
Committee wanted to know the details for taking such an action
during the period 2007-2010. .
3.8 VC, TUDA replied that the file and details regarding bank
guarantee in 2010 are available. . o o

3.9  Chairmanaskedastowho ed
i.e. Government or TUDA or Em
3.10 VC, TUDA replied that
Board that existed in 2006
3.11 Chairman asked
Board’s resolution and
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343 The Committee felt that a detailed enquiry should be

conducted on this issue.

3.14 The Chairman asked as to ho

sision i
motto proposal before a decis ( . :
ogsﬂs_ﬂm%:aaa that the Company submitted its proposal in the

g aade a resolution in the year 2007 to take up
M.:o.w wmm‘wﬁnwwﬂazwﬁm_uww__wwm._mm concluded that TUDA has acted as per
the proposals of the Company.

315 The Committee asked whether any m<m_c.mzo: was done to
ormox the viability of the Company. The Committee ﬂmo felt that
TUDA should have called for open bids instead of inviting counter

i i ith regard to
roposals. The Committee also mxuqmwmma.a._mamu\ wi
Mm,mmn very less time (i.e. 13 days) for submitting counter proposal.

346 The Committee enquired whether TUDA analysed the need

of the project or not.

347 The Chairman enquired whether the agreement with the
agency has been terminated.

3.18 Principal Secretary replied that both the termination of the
agency and cancellation of the proposal itself are called for. He further
stated that land has not been handed over as of now and they are
framing the guidelines for the township project.

3.19 VC, TUDA stated that an amount of Rs 20 crore had been
collected from the Company.

3.20 The Committee feltthat TUDA has not studied the requirement
of the project and simply acted based on the suomotto proposal of
the Company and cautioned the Government to be careful in future
before acting on such proposals.

321 The Committee further directed the Government to submit a
detailed note about the whole issue including the details of officials if
any, involved in favouring the Company.

3.22 Although a note has been submitted by VC, TUDA, as called
for by the Committee the information whether an enquiry (to establish
if any officials of TUDA were involved in favouring the Company) and
results of such enquiry (as desired by the Committee) has not been
furnished / received either from VC, TUDA or from the Government
till the date of finalising this report.

323  Therefore, in the context of TUDA acting on the suomotto
proposals of the Company and the Government intervening

w the Company can give a suo
s taken by the Board. The
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unnecessarily In the matter from time to
time, the Committee
recommends that an enquiry should be conducted on the Eﬂv\w .

issue to assess specifically whether any o
in this issue with a malafide 53::0:..\ fficials were involved

3.24  The Committee also recommends that a

ropriate
should be initiated against the persons if an .\ﬂn...:ﬂ_ bc:mxnwuu
compliance reported to the Committee within 3 months.

4 Vijayawada, Guntur, Tenali, and M
Development Authority : angalagiri Urban

Para 9.5.1 of Audit Report 2010-11
Approval of layouts

One of the important functions of the Authority is Development Control
i.e.; muuz.zm_ of building plans and layouts, approval for change of
land use, inspection and regularisation of unauthorised constructions
etc. The performance of the Authority with regard to these mwbmnm.“
during the period 2006-11 is discussed below.

mo<m33.m:.ﬁ instructions of February 1980 require that while applying
for permission to develop or change use of any land or building
under the provisions of the Act, every individual should pay Sm.
development charges at the prescribed rates to the Authority, or to
the local authority, if powers have been delegated to the latter by the
>5:o_1w< under Section 56 of the Act. Audit scrutiny in this regard
revealed:

Construction of Engineering college at Nunna by Saraswathi
Vidya Peetam

> Saraswathi Vidya Peetam constructed (2007) an Engineering
college at Nunna (Krishna district) by converting 10.30 acres of land
earmarked for recreational facilities, without permission from the
Authority/Government. Despite being aware of this violation of the
sanctioned land use, the Authority neither took appropriate action to
stop the unauthorised construction nor penalised the VidyaPeetam.
The Authority had also not collected the conversion fee of'63.45 lakh
payable by the Vidya Peetam as of October 2011. Government
accepted the audit observation and stated (October 2011) that the
Authority had collected the development charges to the extent of
19.41 lakh and that action was being taken to collect the balance
amount from the institute.



24
i h, Vice-
jon on the audit paragraph,
mmdQ stated that the Authority had
rges in full.

4.1 Initiating discu
Chairman, <QECU>.
collected land conversion cha .
i i ointed out

i the audit paragraph, the O:m_q:m: p
il appropriate action to stop the

alised the institution.

42
that the Authority neither took

unauthorised construction nor pen
that there were two issues. Oneis :o:-.oo__mo:o:
of conversion charges and another one is non- penalization Qm zm..m
Organisation. VC stated that the no:<maﬂ: msmamm of Rs 32.
lakh have since been collected from m:macgo.:. ,.2:.: regard to
unauthorized construction, VC stated that the institution had not
submitted any plans for approval of the Authority. He m_m.o mnm.ﬂma that
when the officials of the Authority visited the site for <m:momﬁ._o:. the
staff were manhandled. While filing a criminal ommm against .50
management of the Institution, All India Oo::o__. for Technical
Education and State Board of Technical ma:nm:o:. E.m_.m also
addressed for cancellation of the recognition of the Institution.

44 The Committee asked whether any reply has been received

from the AICTE.
45  VCreplied that noreply has been received so far and recently |
the State Board of Technical Education was reminded in this regard. |

46 The Chairman directed the District Collector, Krishna to,
review the whole issue of manhandling of employees of VGTMUDA

and also the unauthorized constructions being taken up by the
institution and to report compliance to the Committee.

4.7  The Principal Secretary stated that the enforcement was with
local bodies. Approvals were to be given by the Authority. But,
according to the GO issued recently, powers of enforcement are
given to Urban Development Authorities also and the department
will act on the issue based on this GO.

48 The Chief Planning Officer, Vijayawada informed thi
Committee that, actually as per the Act and Rules, local bodies ar
the enforcement authorities and they have addressed the concerne

Panchayat Secretary many a times to take action on the unauthorize
construction. He further stated that, initially Saraswathi Vidyapee!

43 VCreplied
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had sought conversion for 50 acres and the charges were estimated
as Rs 60 lakh, but later they have reduced the extent to 25 acre

On that extent, the conversion charges were calculated at Rs wmm.
lakh (approximately) and out of that the educational institution had

initially paid Rs 19.41 lakh and subs uently pai
of Rs 12.85 lakh. = y paid the balance amount

4.9 The Chairman stated that about Bs 30 lakh is sti
0 lak st
the Institution. h is still due from

4.10 VC replied that the institution had reduced the construction
area (25.50 acres) to an extent of 50 percent than what was initially
applied (58.20 acres) and the entire amount of Rs 33.26 lakh that
was applicable for the reduced construction area has been collected
from the Institution. .

4.11  The Committee felt that action should have been taken by
the Authority against the Institution at the time of commencement of
the construction work itself and directed VG to stop further
constructions.

4.12  VC replied that the construction has been stopped.

4.13 ,_.:m. Special Secretary to Government (MA&UD) suggested
to VC to write to the concerned authorities not to supply power and
water to the institution.

4.14 The Commitiee concluded that the Institution has
violated the rules ar.d continued the unauthorized construction
and therefore recommends that Government should take
stringent action immediately. ‘ g

4.15 The Committee recommends that Government should
fake action to demolish the buildings that were constructed
unauthorisedly by the Vidyapeetam. sl o : 22
4.16 The Committee further recommends that .mogimam
should take steps to stop providing amenities viz., Supply of
water and electricity to the premises of the institution. BE
4.17  The Committee also recommends that the Governn
should be vigilant with regard to non-compliance of its orders,
rules and regulations and initiate swift action to ﬁﬁ&&immmmt
-\s.osmunvﬁm. . . il W_L i‘_rww.uw. Y

S

CR. 670-5
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5. para No. 9.5.5 of Audit Report 2010-11

Development charges
ing (2009-11) certain development

j n space charges™ (' 0.70 crore) from plot holders
w%m_._.wmm.mzso.mw% Mﬁmﬂﬂm. drainage charges'® A 1.29 n_.o_.ww “ﬂwﬁ _UH,HE
developers and environment impact fee' (* 0.07 cror R q...M. 5 o_.w
owners. The Authority did not utilise the amounts moao*.wJ e m}.mn
crore during the period) for the intended purposes &0 t mm:o%o: fo
them in short term deposits. Moreover, mo<m33M: bl r
such levies as required under its bye-laws had not been X

2011) thatthe amounts would be utilised
juding preparation of comprehensive
to improve the drainage system

The Authority has been collect

Government replied {October
for development activities Sm
infrastructure plan for the region or
wherever required.

Para 9.8.1 Budgetary process

The Authority’s funds include its own revenue from collection of
developmentcharges, sale proceeds from &mmo%_ of developed plots
and built-up houses, lease rentals, ﬂmnc_mzm.mﬁ_n.s fee under Land
Regularisation Scheme (LRS), Building Penalisation Scheme (BPS),
etc. Funds/grants are also provided by Gol and the State mo<m53m.3
for various developmental activities. Various receipts of the Authority
during the years 2006-07 to 2010-11 are given in Appendix-9.3.

As per the delegation of powers issued (September 1986 and August
1991) by the State Government, the Corporations/Municipalities and
Gram Panchayats (GPs) within the jurisdiction of the Authority are
empowered to collect development charges for approval of building
plans and remit the amount to the Authority. Further, 30 percent of
the penal amount collectable under BPS by the Corporations/
Municipalities on behalf of the Authority, is also to be remitted to the
Authority. Similarly, 50 percent of the penal amount collected under
BPS by the Authority in villages/GPs under its jurisdiction, has to be

remitied fo the respective GPs to be utilised for improvement of

amenities in the respective GP area.

*to acquire fand for development of lung spacelparkigreenery for ecological balance
**for preparation of infrastructure plan for this region or toimprove the drainage system

" for development of greenery and infrastructure

the Central Government (‘ 9.28 crore a
ot ) nd State Government (' 3.71

3 E s the . .
expenditure during the five year period 2006 -Mﬂﬂw_ .anmﬂﬂ and

9.3and 9.4.
\n_..mn.nn.w..w |

2006-07 2007-08 2008-09 2008-10 2010-11
[lReceipts Budgetad B Actual Receipts

The Authority could not collect the anticipated receipts, nor could it
utilise the funds budgeted for, in any of the years under review. While
formulating the budgats, it was expected that revenue would accrue
from sale of sites, plots, housing schemes, fees, development
charges, etc., and expenditure would be incurred on land acquisition,
sites and services, construction of shopping complexes, formation
of inner ring road, deposit works, infrastructure, etc. However, since
the Authority had not been able to sell its sites/plots or float housing
schemes during this period, it could not collect the revenue projes
in its budget. MR 3

=

development wi
and that, failure

The >:§o.;.¢ stats
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Receipts of the Authori
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Appendix-9.3

ty during the years 200
11('in crore)

page 103)

6-07 to 2010-

e L
—_— ] = 2009-10 2010-11
Sl Funds received 5p06-07 | 2007-08 2008-09
No. from [——
] 02 371 Ni Ni
o e i 9.28 Ni Ni
Gl Gvermna = s o.mm 2.41 0.89
3. Contributions from 0.24 0.66 :
local bodies . o
4_HUDA Loan 5.00 Nl o8 b
ipts
v _memm_”mﬂwﬂﬂa 7.47 17.20 9.66 8.36 10.39
charges -~
(i) Compounding fees 0.20 0.41 0.51 MMN MM”
(iii) Application fee 0.70 1.07 0.66 o.wo o.mm
(iv) Open space 0.81 2.21 0.85 i 2
charges
v) ooa<mawwoa fees 0.88 1.31 0.57 0.27 0.60
(vi) Sal of plots, 1.22 0.78 3.72 0.18 0.62
houses, efc.
(vii) Interest realized 0.45 1.35 6.28 11.35 9.28
(viii) Misc. General 13.890 0.92 0.71 0.47
advances
(ix) Other receipts 3.62 7.63 3.76 2217 0.45
(x) BPS/ARS Ni 2.44 2277 9.81 14.37
(xi) Scheme receipls Ni 27.67 19.39 1.30 1.73
Total 29.25 62.99 68.88 55.62 39.28
Grand Total 35.15 63.67 82.57 58.03 40.17

Source: Annual Accounts of the Authority
Para 9.8.2 Preparation of Annual Accounts

In terms of the Act governing the Authority, the letter is required to
prepare its annual accounts, get them certified by the Principal
Accountant General'® and submit to the Government to be laid before
both the Houses of the State Legislature.

**Entrusted under Section 20 of C&AG's (DPC) Act, 1971

ol 2

29

The accounts for the years 2006.07 %

presented to the State Legislature only u:w_wmﬂwﬂzm%%ﬂow oy
annual accounts 6_‘ the years 2009-10 and 2010-11 have ._‘5“h _m:mn
furnished to the Principal Accountant Generay for audit. Due to o o_m:
in preparation of annual accounts, the financial position of the >S:Mw.4w
could not .g.w ascertained and the nommm.c_:a\ of irregularities, frauds

etc. remaining undetected cannot be ruled out, . .

The Vice-Chairman stated (October 201 1) that compilation of annual
accounts for the year 2010-11 was in progress and would be
submitted to the Principal Accountant General in due course.

Para No. 9.8.3 Parking of funds in short-term deposits

Government instructed (October 2002) all the departments/
undertakings/institutions to obtain proposals from at least three banks
with regard to interest rates, so as to obtain the best interest rates.
The instructions further stipulated that accounts should be maintained
with not more than three banks. We observed that, during the period
2006-11, the Authority had been parking its funds (‘68.43 crore as of
31st March 2011) in several short-term deposits (number ranging

from 57 to 247) at varying interest rates (rangingfrom 610 10 percent)
with over 20 banks.

Due to parking its funds in several short-term deposits with banks
which offered lower interest rates, the Authority failed to derive
maximum benefit from investment of its surplus funds and lost
interest amounting to '5.18 crore (Appendix-9.4).

The Vice-Chairman, while accepting the audit observation, stated

that the Authority has initiated steps to reduce the number of bank

accounts and invest the surplus funds in banks which offer higher

rates of interest. Government however stated (October 2011) that,

the Authority is selecting the banks which offer good interest. The

reply of the Government is not correct as we observed that surplus
funds had been invested in banks which offered low go«mm,m rates
resulting in losses to the Authority. Further, the Authority had not
followed the prescribed procedure of obtaining proposals from at
least three banks with regard to interest rates.



Appendix-9.4
(Reference to paragraph 9.8.3 page 105)

1
Details of funds parked in Short Term Deposits (STDs) during the perlod 2006-07 to 2010-11 (Y

GTMUDA)

(" In crore
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i he Authority:
Source: Information obtained from the Annual A_ccounts and Statement of investments of t rity
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para 9.8.4  Lax contro| gy,

or r
charges/fees by local bodjeg emittance of development

(Octob iy
ober 2011) that th Authori
no details of mE.o:Em to be received from Emv sy o:@.:mn

address these issues.

Para9.8.5 Unadjusted advances

State Financial Rules stipulate that, g advances including temporary,
travelling and miscellaneous advances, should be adjusted in the
accounts as soon as possible and

not be left unadjusted beyond
closure of the financial year. How

ever, advances amounting to*
5.38crore' sanctioned by the Authority during 1991-2010 had
remained unadjusted as of October 2011.

Para 9.8.6 Record maintenance

The Authority had not Bmm:ﬁ:mn.mammmﬁ:
as cash book, land register and as
of valuables was in fact, not m

"Land acquisition (* 2.86 crore); cam:,m {
Tekkalapadu Park (* 0.05 crore); Truck Ter n

Payakapuram Scheme ('0.04 lakh); Staff
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and received were not

cheques/de \dhra pradesh Treasury Coda,
Rules 10and :.%_HM:Q at the end of each month,

, closed regul |
mm_m:oam are to be brought forward

mand drafts issued

relating o
vetifiable. As per
cash book is to

Further, closing
the Authority was irregular and

ce of cash book BY 0L o 006-11. While the cash
nth, opening and closing
actions were posted

ed in it. Trans
~: pook instead of on the date of

Maintenarn ;
deficient during the five ye
book was being ¢/0

palances were not cm..:m:wmzmm

iting the ca

el Wil .M:ﬁm.»:mn the receipts of challans/DDs were
B s oo k as lumpsum figures. There were delays
ot the DDs in banks, causing

posted in the cas e siing
ranging up to 60 Jﬂﬂm b.m_sq_w..? Non-maintenance of .Gtoami
tio of recording cash

loss of inieres
] anner
registers and irregular mal ;
M_Mﬂamww:.%:m is fraught with serious risk of fraud and
ust be addressed urgently.

misappropriation that m

be taken to
October 2011) that steps would .
B ther registers in proper format with

maintain the cash book and O
immediate effect.

Para 9.8.7 Internal Audit

The Urban Areas (Development) Act does not provide for Internal
f Internal Audit, the management

Audit of the Authority. In the absence O .
cannot derive assurance that the rules and procedures are being

complied with by various wings.

Government assured (October 2011) that necessary instructions
would be issued for establishing an internal audit cell in consultation
with Finance Department.

5 Initiating discussion on the audit paragraphs, 3.&
Chairman enquired about the availability of funds with the >Erozﬁ_

for development works and asked whether the funds are in the form

of fixed deposits or in other form? The Chairman also wanted to
know whether the funds are being spent towards developmental

works. g

; b |
5.2 VC replied that there are no funds in the form of deposits. >r
amount of Rs 82.77 crore available (Building penalization scheme: ,

e h o e

33
13.78 crore; Land mme:ﬁgaf : ;
tho Authorl, el Ciprelopment charges are s
. within Pt
gcheme Whic meaning of BPS,
To an enquiry made by the Com, it , &
5.3 cation of funds to the Authority and the &35!%. g?ﬁ ;

allo i
ast three years, the Officials were unable o pr st

to the committee.
54 The Committee noted the following:

> Other than development char, | ~
available with the Authority. ges other funds are alsg

> Funds were kept in deposits and
spending for n@mgm&cﬁ“&ﬂ accounts without

> Either cash books or other related records
maintained properly. were not

2

oy,

55  The Principal Secretary stated that all the el
subject to land acquisition. So far as land % were

in most of the cases, there is farmers’ resistance and mmnﬂmsﬂ._ med,
the process is getting delayed. The land is costly and therefore, the
farmers are not willing to give part with to the Authority. All the
proposals are pending with the Collectors of Guntur and Kri: As
there is no chance to take any initiative under the Public Private
Partnership mode, Government has not given permission and the
issues regarding land acquisition are pending with the Collectors.
As there is no land acquisition, the related funds are lying unutilized.

5.6 VC informed the Committee that there are two
Jawaharlal Nehru National Urban Renewal Mission project
Ring Roads for which Rs 80 core has been allocated

process, establishment costs are met from out of
Authority. 71 e AT YA T
o .i;...u.ﬂ%.. ; .

that the Muni £§ a
Authority are required
compilation of the Ac

CR. 670-6
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received from the local coa_”m.m. _,._A.v:-nE
major problem in all the municipalities.

i t
inci ecretary replied tha ction hé
s n::o_vm_mgoooc_:m of the municipalities.
mparted to equip the personnel.
ector of Municipal Administration
ted that mmendations of the Xill Finance

e . .
Aoo_se m.& online accounting package has been _:ﬂoaao.ma m:a
e e rs. Forthe newly added 46 Municipalities

is being done for last two <mm:onmmo of Accounts Officers and these

it is vet to be done due t0 S
“m___ ﬂm recruited soon through APPSC. CDMA m_mwﬁwwm“.wm_m M_dmmm
utilization of services of the reputed Chartered Accou

being considered and the Municipal staff are being trained accordingly.
the issues the Commitiee decided to make

paration of Accounts is a

action has been initiated

58 Necessary

for compilation of ::.J
training is also being If

The Commissioner and Dir

= as ﬁmljm reco

510 Afterdiscussion of
the following recommendations:

511 The Committee recommends that the w....nm:nmm‘
management of the Authority m:oEo.. be m.#mm:._::mn and.
accountability fixed for the lax manner in which the accounis
and accounting records are maintained.

512 The Committee recommends that.the Authority should
maintain the Cash Book and other control registers properly
and in a systematic manner. It should be ensured that receipt
of challans / DDs is posted in the Cash Book on the day of
occurrence of the transactions. The Authority should also
ensure that DDs are deposited in banks at once so as to avoid

any loss of interest.

5.13 The Committee expressed anguish over the deficient
performance of the VGTMUDA in the area of development
projects as the amounts collected by the Authority towards
development charges were not utilised for the purpose and
instead these were lying unutilized in the form of deposits and
in bank accounts. Therefore, the Committee recommends that
Government should ensure optimal utilisation of funds for
development projects, proper investment of surplus funds,
proper maintenance of records and timely finalisation of
Accounts by the Authority by instituting adequate internal
conirols.

35

Committee while
guihg Oxpressin
5.1 rd to non-preparation of Accoy uw Serioys concern wi

eg?
“mnuaimuuu that Government gpgyy

um%\%ﬁmi charges is remitted to the reg,

m:SQ:..:.mm in time. 9 b

15 With regard to huge advanceg remainin
wa:.a periods, the Committee recomp, s SM Unadjusted for
pe taken to adjust the advances without maweaﬁ&wﬂg._

keeping @ close watch over stich adyan in -

16 The Commitiee also recommends that ji

M&Q uld be taken to establish Internal Audit. ﬂmﬁﬁ&ﬁu
the units of the Authority should pe conducted ey g
derive assurance that the rules and hao.umqewmmmmwmwmn..umw“
complied with by various wings of the Authority.

517 The Commitiee further recommends that the Authority
should be more responsive to the needs of the locai community
in terms of infrastructure and basic minimum facilities with
regard to development of the area under its jurisdiction.

6  Para9.6.10f Audit Report 2010-11

Acquisition of land for townships

The VGTM region is located at the head of Krishna delta and the
lands in this region are fertile due to the availability of good irrigation
system. Considering its locational advantage, the region has attracted
several major industries/establishments® and educational
institutions. All these factors lead to increase in the population of the
four cities of the region viz., Vijayawada, Guntur, Tenali and

“AP Heavy Machinery and Engineering Limited, Railway Wagon Work
Povier Station, Jawahar Autonagar, Cement Industries, AP Elecironi




3o

To meet the demands of housing
and reduce congestion in Guntur
and Vijayawada cities, the
Authority acquired (1 986) Aom.s
acres of land in Guntur district™
for establishing a township.
However, of this only 64 percent
of the acquired land (259.93
acres) has been developed
during the last 25 years. Eventhe
land thus developed had notbeen
fruitfully utilised for the intended
purposes, as discussed at
paragraphs 9.6.3t0 9.6.6. During
the period 2006-11, the Authority
had not acquired any land (except
1,068 sq yards for widening of
roads) for development of
townships or for independent
housing projects.

One of the major functions of the Authority is to acquire and develop
lands for townships that includes urban infrastructure. There was
however, no perspective plan with the Authority for acquiring land for
these purposes and it had neither established a land bank for future
needs nor an independent database of lands it already possesses.
Further, the Authority had not maintained any details regarding ".
encroachment of its lands. 4

The Vice-Chairman, while accepting the audit findings, stated (October 7

2011) that all the proposals for acquisition of land were pending with
the respective Collectors and these would be pursued.

Para9.6.2 Establishment of townships

The ZDPs lay down the space requirements for new residential are

along with minimum necessary amenities and services. There was
no .mnm%n proposal for development of townships/mega housir
projects in the ZDPs and the additional requirement of housing a
estimated in the ZDPs was left to be developed by the owners of th
land. During the 5 year period 2006-11, the Authority took

Zin Mangalagiri Municipal imits and Nowluru village

elopment of townships
mm3<m_.mnm percent (‘1.59
plots, sites, etc. on esta
of the test checked t ip
p006-11 had been completed &
1own, except Chenchupeta town:
ago, o development project wh
Authority. Our observations on the
Authority during the last five years 2

para 9.6.3 Singapore Model

The Authority entered into an agre
2007) for development of a Singapo
A minimum guaranteed sum (MGS
the developer firm within two years
Subsequently, due to increase

development of the township from
revised to ‘97.52 crore. The proje
2011. ;
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i irm and directed
State Government accepted the ow_““m__ﬁo__w_ﬂ "wwomoaonm_m e
(July 2010) the Authority t0 .E:m ..Moocaﬁ:@? R ot eands
g srendy va,a mcw”ﬂm H_”‘_“_ﬂ..”a:ma (April 2011) to the firm the
M..Msmwh_m_ﬂ”“_uwhﬂhﬂw _M:a proportionate to the amount of * 41.80
crore m:m_mav paid by the firm towards MGS. : g
As the private developer failed to honour its oo_ud._:_ﬁmdﬂﬂmﬁomcwmﬁm:m_
in its totality and to develop the mega township, g g
default and had significantly altered the E:amBm R m:a.
The Authority should, therefore have terminated Em. agre
fort : o security. Instead, the firm was unduly
M,ﬁ ~ured by transferring 22 acres of prime land at Em old and .Um_os.
:,_,m,”xmﬁ rates of 2007, eventhough the agreement a_n :‘on provide *o.ﬂ
it whereas the objective of creating a model township for the benefit
of public had remained unrealised. :
The Government did not throw any light on the matter m.::mﬂ _:.zm
reply or in the exit conference. The Authority merely ﬂmm__ma n:::u
axit conference (October 2011) that it had merely oo..:u__ma with the
Government decision taken (July 2010) in transferring the land to

the developer firm.
Para 9.6.4 Mega Township at Ankireddipalem

orfeited the performanc

<A

The Authority entered into an agreement with a developer® in April
2008 for construction of a mega township at Ankireddipalem (Guntur
district) comprising around 350 LIG?*and MIG?5 houses to be built
over in an area of 18,489 sq yards at an estimated cost of ‘23.89
crore. The transaction involved payment of ‘4.34 crore by the
developer to the Authority towards cost of the land. The project was
to commence within six months from the date of agreement or the
date of handing over of vacant land, whichever was later, and was to
be completed within 24 months thereafter. The bid price was to be
paid in nine instalments within 24 months from the date of agreement.

In addition, performance guarantee for an amount of 2.38 crore was
also payable.

The project could not take off as envisaged because the developer
not oa_< delayed payment of land cost (* 4.34 crore) by 11 months
(last instalment paid in March 2011) it did not even take over

2 Ms Vensar Construction Company Limited, Hyderabad
% Lower Income Group

# Middle Income Group

other purpose and that (ji) ACA sho
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ession of land as of Septempe .
“_Qmmwm<m_0“umq to ﬁjm. fact 5&#3@)5&%@0% was triby
«0ad up to the project site had not ensureq mﬂ?ﬁaﬁg .
jike water and electricity at the site, Thega ermal inf
at low cost as per :._m decision (J enities
were yet to be provided as of Septempe
inaction was largely responsible for ge
townshiP t accepted th d

vernment ac € audit observation
Mm 1) that the developer had taken over the uomgna uﬁon (October
in October 2011 and the township wouid pe gswonaad_ﬂa
two years time. i1 another

para 9.6.5 Cricket Stadium

At the request of Andhra Cricket Association (ACA :
Government permitted (April 2000) the Authority :Av m_a”momwﬁww
land to ACA for constructing a Cricket Stadium at Am :
Township, Mangalagiri (Guntur district). The Authority assi .
2000) land to ACA at a price of 50,000 per acre. assigned (July

As of October 2011, ACAhad
not commenced construction
of the Stadium eventhough 11
years had elapsed after the
allotment of the land.
Reasons for not taking up
construction of the stadium
were neither available on
record nor could be speilt out
by the Authority.

" il .
While permitting the Authority to
Government had stipulated tha

Stadium within one year and complete
Authority failed to incorporate these ¢a
deed. Authority was, therefore, no
ACA despite its failure to take up
Lo et FAELL L
Despite its failure to get the si

&

(February 2010) another pie
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ction of pavilion atthe mmcs.
vzﬁv_“% :Qmmﬂca. The basic price of ‘800

«1.25 crore for the second
el mmxmﬂ_mﬂmqwﬂ cm__%z market value of _“.mumn_“_nw_.wwu_waa Amoo
i of April 2007. At current rates, the 4 by ACAOIE
prevalent as 80 crore. As the land was not utilise « 2 g
mm_w_w% WMBOmm the objective of development of Amarava
in ,

township was also not achieved.

xtension of time for
ied (October 2011) that furthere

mo..a_.:amam_,wwm__wm Acu to June 2014 had been accorded to ACA on
Hoam awﬂzwm 9&. o.ozmz:nao: of cricket stadium would oo:.:.:m:%w
msoﬂ_mw failing which, the land would be resumed by the Authority for

development of other activities.
Para9.66 IT SEZ (Mangalagiri)

i the Authority to set up an IT SEZ mﬁ m:
Mmﬂhmﬂﬂzaﬁmﬁa% ﬁmﬁqﬁw with the stipulation to noau_m.nm it within
three years. The Authority issued ‘Request for Proposals’ (RFP) for
the projectin March 2008. A Letter of Acceptance (LoA) to a respondent
private firm was issued in January 2009, i.e., after both bid validity
period and performance guarantee had mxn:ma The firm refused to
extend the bid validity period and expressed its inability to take up
the project due to the prevailing market condition. As the project was
not implemented within the stipulated period of three years, the
approval granted by Gol for setting up the SEZ became invalid as
per the SEZ Rules. The anticipated benefits of the proposed SEZ
such as large scale employment generation, overall development of
the area and development of Tier-ll cities like Vijayawada as
envisaged in the State Government's IT policy could thus, not be
derived.

llotted
to plot of land already a
East side of the proposed C

In their reply (April 2011) while the Authority attributed the delay to its
consultant APITCO, the Government stated (October 2011) that the
project could not be taken up due to recession and lack of demand.

For one, this dichotomy between the replies of the Authority and the
Government reflects a clear difference of perception between two.

authorities who were committed to push further a major policy n_._<m=
initiative.

N
1

The Authority could not formulate the projects diligently E..E
implement them in an effective manner. It could not act

decisively and swiftly in developing the projects envisaged 3“

yaster Plan/ZDPs, resulting in » sre.
the construction of the § i

Initiating discussion on the ;
:oaq that the Authority has deve
Oﬂmm NQQC-_‘QQ mq.- QC—.—EH og
with regard to the lacklustre
the townships.

2 VC replied 5&:6?39_?:3
w_umamxmxm:ﬁm_z Ac. 54.70 cents; G g

Tekklapally: Ac 38.64 cents; m:aﬁn_aﬁu:n&

stated that there was good response from the fas
for acquisition of lands. VC further stated that the Au

to hold regular meetings with the Ba.m.w in aaﬂ
lands.

63  The Commitiee enquired muoaawun!a_:n
agreement holders who failed to develop the lands.

64  Replying to the Committee VC stated as &

Amaravathi township was developed near
of interest was called for development of
under Public Private Parinership. Based on nﬁdﬁ.g
procedures, an agreement was entered into with In
Industries, lcon Foundations and Vinayaka vggan
development of project in 53 acres. They quoted Rs 57.52 crore at
Rs 1.84 crore per acre *oq mw acres. gggga

Government orders,
At that time Gove

rate of the _ﬂsn
we put it *o

6.5 .._..30 09_53 1
the lands. The
Committee ask
for allotment of

CR. 670-7
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od that the companies have not approached for the
i a
66 VCrepl
remaining lands. ofitaccrued itwould be given
67  TheCommitecfellihd zzmmMm arise they approach the

s
to the Companies but when _o= o o fair on the part of the

Government for consideration. nd that was proportionate to

ider allotment of lar :
mo<m33mﬂ”uwnwaomm wraoﬂ,_ as the Authority was to pant Wit e R
the amoun :

: a / region and it is not the
: g .n of developing the are
with main _annm._.domq 1o sell their lands for petty amounts.
activity .n_,.r 30033, ttee enquired whether the lands belong to
6.8 e

farmers.

69 VC replied th
the year 1986.

610 The Committee asked as to why the lands were allotted to

them after acquisition.

611 VG replied that the township was planned in 408 w%.ﬂ_..wm :Mﬁnmq
Amaravathi Township. Sixty percent of the lands were mn_v m auction
under Sites and Services programme. In the remaining lan N _.:onm_
townships and cricket stadia were uqonom.ma along si. social
infrastructure. Construction of cricket mﬁmamca. was assigned to
Andhra Cricket Association and the nosm:cmzo: is being started. A
special economic zone was also proposed in the lands.

at the lands were acquired by the Authority in

612 The Committee also enquired about the works v«ouomma.,:
the Singapore Township and whether there exists any commercial
and social activities.

6.13 VC replied that it was for no:m:.c_o:o: of houses with gated
community. In the gated community, facilities like gym and club are
generally available.

6.14 The Committee enquired whether the companies have
developed the 22 acres and taken up the activity.

6.15  VC replied that the plan is being submitted to the Authority by
the Companies and no works have been commenced as of now.

6.16  The Commitiee observed that it is generally taken for granted
that the amount has been received by Government from the
Companies and lands were given to the companies and as such
there was no loss to the Government. The main issue is that the
Authority is supposed to develop this township but that objective has

43
d as there wag ;
{ peen achieve ] No activity
mﬂémé: the Authority is unable to "hatsoevy :

development of the area under jis
jtasa perfunctory function. Actiop shoulg
townships in the lands as proposeq jry the

6.18 Agreements concerning e ‘
jands should be devised in such nasnwﬂuaoﬁwnm* ‘ ; :
interests of the Government / Autho, e g&i
entrustment of mega township/satejjte tonclally where
colonies under PPP mode are involyed. ownship/housing

6.19 With regard to the allotment of 22. acres e
developer (Indo-African Industriss, few, ?eaﬂwﬂuuw@nl
Vinayaka Property Developers) in fiey of the amount E&mﬂn
them, the Committee recommends that Government s y
institute a thorough enquiry into the whole jssye and a repor
submitted to the Committee within 3 months. s
6.20 The Committee also recommends that the Authority
should take immediate steps to provide adequate infrastructyre
to the already established townships to ensure development
of the region. .

7 Para 9.7.3 of Audit Report 2010-11

Truck Terminal not operationalised

Mention was earlier made in Paragraph - 80fC
for the year 2005-06 about the failure of the Au
truck terminal constructed in January 2003

We further observed that the allot
even as of October 2011
this terminal owing to additional
goods to various places of con:
to convince the allottees to occ
with the municipal and police &

Government replied (Octob
help of Police to restrict

“shops: 532, offices: 120, independe

CR. 670-8 - o



usly mobilis
$ﬁﬁw%% Mﬁuﬁ% 3%._59_ so as to make it operative,
k()

. ve assessed the feasibility of
oo%:o >=301~“:Ma~nhﬂ “H..:S& and taken the concerned
%.u:umaa confidence well before selecting the site for
setting up the facility. Failure to do so resulted in non-
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ing the truck operatorsg L

9«!%:3 of the terminal evenafter the lapse of over

eight years. The objective of reducing traffic congestion thus
remained unachieved. ‘
71  Initiating discussion on the audit paragraphs, the $om
0..:23..@: apprised the Committee as follows: i

: ~dation stone for Truck and Goods terminal was laid -
M.W%m 5.@% hﬂ::d,m Chief Minister on 20th November 2004 and even
after lapse of eight years, the terminal was not oumqm.go:m__mmn. ._.o _
consiruct this terminal, 34.93 acres of land nearer to National Highway
5 and 40 km away from Vijayawada in revenue survey nos. 53p, 54p M
5510’60, 66 to 69, 72 and 73 of Ibrahimpatnam Village and z_m:.am__ of &
Krishna District was acquired by the Authority. For oOJmﬂEQ_o:,R ,
Bodhi Siri UDA, Hill Park, Inner Ring Road, Rail and four lines Flyover
Bridge, etc., the Authority has paid the fees prescribed to all the
respective departments. B
73  In respect of Inner Ring Road works, VC stated that all the
phases of | to IV are in progress. Link roads have been formed by k
the Authority. 34.93 acres has been divided for parking, expansion of
roads, amenities, administrative office, petrol bunk, way U_.E.o..
service station, police station, post office and telephone exchang
Out of the estimated amount of Rs 17.66 crore, an amount
Rs 17.38 crore has been spent so far. Though shops were allotted
1o the local public, due to disputes in various Courts, they coul

commence their business. If once activity is commenced, al
issues will be settled.

7.4  The Committee stated that the traffic and pollution in

75  The Committee asked the District collector to dis :
issue with the Transport Associations in coordination with Municip
- Administration and Transport Departments. =

7.6 The Collector, Krishna promised the Committee that he
take appropriate action to make use of the truck terminal.
7.7 The Committee expressed displeasure ov
operationalisation of the truck terminal for over eight years ev

N

3 _.w HI.

n P > ,\% .,.
n= Dl g
ding Rs 17.38 crore with
wwwaama shops in the truck term

78 The Committee took

the resuita

‘ T i S
rationalisation of the truck {
“h“m»ﬁm after completing 50 W J St me

government should ;
onmamaoam:mmaoa of the truck term
with various transport associatic
accidents, and pollution in Vijayay
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tak
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SUMMARY OF RECOMMENDATIONS

X While concluding the discussion on the above sgygg th
Committee felt unhappy to note that, despite closure (in the .<o 9
2009) of the power plants by Sri Ram Energy Systems Limjtg da :2
Selco International Limited, the Government has not taken bagy Ea
lands allotted to them even as of now. Therefore, the Com San
recommends that Government should take immediate action Hm
cancel the agreements with them and take back the valuabe _msm
within & month for its proper use.

(Para No.1,6g

2. With regard to ‘Selco International Limited’ for which lang
was allotted in Gandhamguda in Hyderabad, the Committee also
recommends that Govermment should take action to get the mortgage
cleared by the Company on the Government land parted with.

(Para No.1.69)

3. As regards Sri Ram Energy System Limited for which Jang
was allotted in Vijayawada, the Committee recommends that
Government should initiate criminal action for mortgaging
Government land without Government’s knowledge and specific
approval. :

The Committee further recommends that the Government
should ensure that the successful bidder has the required financia|
capability to execute the work, before awarding the contract.

(Para No.1.70)

4. The Committee also recommends that Government should
take immediate action to put in place a mechanism for management
of waste in Vijayawada. : .
(Para No.1.71)

5. Therefore, the Committee recommends that Government
should ensure that payments to contractors are restricted only to
the extent of quantities executed and discourage making payments
in advance of the execution of quantities on what so ever reason.
(Para No.2.9)

6. The Committee also recommends that Government take
action to streamline the procedures relating to EPC system so as to
safeguard Government interest. -

(ParaNo.2.10)
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7. The Committee further recommends that Government should
consider incorporating appropriate clauses in the EPC m@a.m:._ma.m.
facilitating adjustment of the contract price in case of variation in

specifications / scope of work.
(Para No.2.11)

8. Therefore, in the context of TUDA acting on the suomotto
proposals of the Company and the Government intervening
unnecessarily in the matter from time to time, the Committee
recommends that an enquiry should be conducted on the whole
issue to assess specifically whether any officials were involved in

this issue with a malafide intention.
(Para No.3.23)

9. The Committee also recommends that appropriate action
should be initiated against the persons if any found guilty and
compliance reported to the Committee within 3 months.

(Para No.3.24)

10. The Committee concluded that the Institution has violated
the rules and continued the unauthorized construction and therefore
recommends that Government should take stringent action
immediately.

(Para No.4.14)

11. The Committee recommends that Government should take
action to demolish the buildings that were constructed unauthorisedly
by the Vidyapeetam.

(Para No.4.15)
12. ~ The Committee further recommends that Government should: -

take steps to stop providing amenities viz., supply of water and
electricity to the premises of the institution. 2 = 3. o

13.  The Committee also recommends t
should be vigilant with regard to non-compliance
and regulations and initiate swift action %ma_, :
,.,‘;.;...4.

14.  The Committee recommends that the f
of the Authority should be streamlined and acco

the lax manner in which the ac d ac
maintained. @ accounts and e
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mittee recommends that .:.6 Authority shoui
“:mm.sﬁu,._%m mmwsj Book and other control registers properly m:ao_ﬂm,
systematic manner. it should be ensured that mmom_E of o:m__m:w,.q
DDs is posted in the Omms. Book on the day of occurrence of the
transactions. The Authority should m_mo ensure Em: DDs are
deposited in banks at once so as to avoid any loss of interest, =
(Para No 5.1y
16. The Committee expressed anguish over the deficient
performance of the VGTMUDA in the area of development projects
as the amounts collected by the Authority Hoémaw development
charges were not utilised for the purpose and _.:mﬁmma these were
lying unutilized in the form of deposits and in bank accounts,
Therefore, the Committee recommends that Government should
ensure optimal utilisation of funds for development projects, proper
investment of surplus funds, proper maintenance of records and
timely finalisation of Accounts by the Authority by instituting adequate
internal controls.

(Para No.5.13)
17.  The Committee while expressing serious concern with regard
to non-preparation of Accounts by municipalities in time, recommends
that Government should ensure timely preparation/finalisation of
Accounts by all municipalities in the State. Government should also
ensure that the share towards development charges is remitted to
the respective development authorities in time.

(Para No.5.14).

18. With regard to huge advances remaining unadjusted for long
periods, the Committee recommends that action should be taken to

adjust the advances without any further delay while keeping a close
watch over such advances in future.

(Para No.5.15)
19, The Committee also recommends that immediate steps
m:nc_a be taken to establish Internal Audit. Internal audit of all the
units of the Authority should be conducted every year to derive

assurance that the rules and procedures are being complied with by
various wings of the Authority.

. (Para No.5.16)
20.  The Ooaeamm further recommends that the Authority should
be more responsive to the needs of the local community in terms of

infrastructure and basic minimum facilities with regard to development
of the area under its jurisdiction.

(Para No.5.17)

e

e

o
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21. The Committee recommends that Government should
prepare Master plans keeping in view the requirements of
development of the area under its jurisdiction rather than treatitas a
perfunctory function. Action should be taken to develop townships in
the lands as proposed in the master plans.

(Para No0.6.17)

22. Agreements concerning entrustment of Government lands
should be devised in such a manner as to safeguard the interests of
the Government / Authority, especially where entrustment of mega
township/satellite township/housing colonies under PPP mode are
involved.

(Para No.6.18)
23. With regard to the allotment of 22.72 acres of land to the
developer (Indo-African Industries, Icon Foundations and Vinayaka
Property Developers) in lieu of the amount paid by them, the
Committee recommends that Government should institute a thorough

enquiry into the whole issue and a report submitted to the Committee
within 3 months.

(Para No.6.19)
24, The Committee also recommends that the Authority should

take immediate steps to provide adequate infrastructure to the aiready
established townships to ensure development of the region.

(Para No.6.20)
25.  The Committee took a serious view of non-operationalisation
of the truck terminal at Vijayawada for over 8 years after completing
the project and recommends that Government should take action
for expeditious operationalisation of the truck terminal by initiating
discussions-with various transport associations, so as to control
the traffic, accidents, and pollution in Vijayawada city.

(Para No.7.8)
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