[ Preface ]

The Report of the Comptroller and Auditor General of India (CAG) on
Panchayat Raj Institutions (PRIs) and Urban Local Bodies (ULBs) in
Andhra Pradesh for the year ended 31 March 2009 is prepared for
submission to the Governor of Andhra Pradesh under Article 151 (2)
of the Constitution.

CAG conducts audit of PRIs and ULBs under Section 14 of CAG’s
(DPC) Act, 1971. Further, based on the recommendations of the
Eleventh Finance Commission, Government of Andhra Pradesh
entrusted the CAG with the responsibility of providing Technical
Guidance and Supervision under Section 20 (1) of CAG’s (DPC) Act.

The Report contains three chapters. Chapter one gives an overview of
the structure and finances of Local Bodies. Chapter two deals with the
findings of Performance Audit of selected Zilla Praja Parishads and
Municipal Corporations. The last chapter contains observations arising

out of audit of transactions in PRIs and ULBs.




Overview

[ Overview ]

This Audit Report includes three performance audits and nine audit
paragraphs on Panchayat Raj Institutions (PRIs) and Urban Local Bodies
(ULBs). It also contains observations on the structure and finances of PRIs
and ULBs and the results of supplementary audit under the scheme of
Technical Guidance and Supervision. Copies of the draft reviews and
paragraphs were forwarded to the Government and the replies received have
been duly incorporated in the Report.

1. Accounts and Finances of Local Bodies

There was no system in place to consolidate the finances of PRIs. The
creation of database on the finances of PRIs remained incomplete. Though the
State Government stated that ten functions had been devolved to PRIs, the
transfer was only partial without corresponding transfer of funds and
functionaries. Andhra Pradesh Municipal Accounts Manual was yet to be
adopted in many ULBs. The audit of local bodies by the Director, State Audit
was in arrears in Gram Panchayats (GPs) and ULBs. Twelfth Finance
Commission (TFC) grants were mis-utilised/diverted.

[Paragraphs 1.1 and 1.2]

2. Functioning of two Zilla Praja Parishads

The Performance Audit on functioning of two Zilla Praja Parishads (ZPPs),
Mahbubnagar and Krishna (out of 22 ZPPs in the State) for the five year
period 2004-05 to 2008-09 revealed that though DPCs were constituted in both
the districts, their functioning was deficient with regard to preparation and
submission of District Development Plans. The unspent balances of closed
schemes together with interest were not surrendered. Shortfalls in sectoral
allocations as well as utilisation of ZPP General funds were noticed. Instances
of diversion of scheme funds, unfruitful expenditure and abandonment of
works were noticed. There was delay in preparation of Annual Accounts. The
monitoring was not adequate as the inspections of Mandal Praja Parishads and
Panchayat Raj Engineering Divisions at the desired level were not conducted.

[Paragraph 2.1]

3. Functioning of Greater Visakhapatnam Municipal
Corporation

Greater Visakhapatnam Municipal Corporation (GVMC) is entrusted with the
task of providing civic services and infrastructure facilities to the citizens of
Visakhapatnam and its surrounding areas as per the provisions of the
Visakhapatnam Municipal Corporation Act, 1979. For undertaking the above
tasks, the GVMC is statutorily empowered to levy and collect tax and non-tax
revenues. Performance Audit on the functioning of the GVMC in five selected
areas viz., Property Tax, Advertisement fee, Building permissions, Shopping
complexes and Safeguarding municipal lands revealed that the collection of
PT suffered for want of a comprehensive database and not undertaking
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periodic revisions. Non-collection of penalty from defaulting parties resulted
in defaulters being encouraged for further defaults in future. Failure to invoke
penal provisions against defaulting parties has resulted in the legislative intent
not being translated into compliance by executive. The collection of
Advertisement tax also suffered from lack of comprehensive database. The
prevailing system of according building permissions is a big hassle for law
abiding citizens and not a deterrent for parties undertaking unauthorized
constructions. The construction of shopping complexes and realization of
rents suffered from serious deficiencies. Municipal lands are valuable assets
in view of the high prevailing prices but GVMC failed to have a mechanism
commensurate with the onerous task of safeguarding these lands.

[Paragraph 2.2]

4. Management of shopping complexes / markets by
Greater Hyderabad Municipal Corporation.

The review on management of shopping complexes/markets by Greater
Hyderabad Municipal Corporation revealed that there was no comprehensive
database of all properties in the GHMC. The rates fixed way back (1972/1984)
were still continuing without periodic revision resulting in undue benefits to
the lessees and loss of revenue to the Corporation. They were even far less
than the nominal rate of rent adopted for fixation of Property Tax. The
collection of rents was also poor and many of the leaseholders were allowed to
occupy the shops even after they defaulted in payment of rents for years
together. Despite incorporating legal provisions in lease agreements, GHMC
failed to initiate effective penal action against defaulters and unauthorized
occupiers. Improper planning in assessment of demand for shops led to many
of the shopping complexes constructed way back remaining idle. The major
objective of revenue augmentation remained unachieved. There was lack of
effective internal controls.

[Paragraph 2.3]

S.  Transaction Audit ‘

The audit of financial transactions, subjected to test check, in various PRIs and
ULBs revealed instances of losses, diversions, avoidable expenditure etc., as
summarized below:

Panchayat Raj Institutions

(1) Operation of House Building Advance account by Zilla Praja Parishad,
Warangal suffered from various lapses.
[Paragraph 3.1.1]
(i)  Adoption of outdated census (1991) for release of per capita grant to
PRIs resulted in deprival of their legitimate source of revenue to the extent of
Rs 21.02 crore.
[Paragraph 3.1.2]

(i)  Lapses in management of ferry operations by the MPDO Kotipally
Gangavaram led to loss of revenue to the extent of Rs 25.26 lakh.

[Paragraph 3.1.3]
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(iv)  Deficiencies in raising of bio-diesel plants on which an expenditure of
Rs 13.32 crore was incurred resulted in failure of the bio-diesel plantation.

[Paragraph 3.1.4]
Urban Local Bodies

) Inappropriate procedure adopted by the Commissioner, Srikakulam
Municipality for allotment of shops to old vendors in the new shopping
complex resulted in non-augmentation of revenue to the extent of
Rs 47.77 lakh and the expenditure of Rs 1.76 crore incurred on the shopping
complex locked up in an idle asset.

[Paragraph 3.2.1]

(vi) Entrustment of works to contractor under Andhra Pradesh Urban
Reforms and Municipal Services Project by Vikarabad Municipality without
ensuring adequate funds upfront resulted in non-completion of works even
after lapse of over three years as against the stipulated completion period of
eight months and an amount of Rs 28.40 lakh remained blocked in incomplete
assets.

[Paragraph 3.2.2]

(vii) Lack of integrated approach in execution of various components of
works relating to commissioning of e-Seva centres resulted in non-fulfillment
of the objective of improving service delivery mechanism of the municipalities
for the citizens besides blocking of Rs 25.69 lakh in incomplete assets.

[Paragraph 3.2.3]

(viii) Inappropriate methodology adopted for construction of beef and
mutton shops at vegetable market, Vikarabad led to not only non-realisation of
revenue of Rs 53.59 lakh but the existing revenue resources of Rs 32.13 lakh
being the expenditure incurred on construction locked up in idle assets.

[Paragraph 3.2.4]

(ix) Lack of integrated approach in execution of the various
components of works relating to supply of water resulted in non-fulfillment of
the objective of improving the drinking water supply facilities to inhabitants of
Warangal town and an amount of Rs 87.05 lakh incurred on construction of
Elevated Service Reservior by the Warangal Municipal Corporation remained
blocked in an incomplete asset.

[Paragraph 3.2.5]

X



CHAPTER 1 ]

ACCOUNTS AND FINANCES OF LOCAL BODIES

[CHAPTER SUMMARY

There was no system in place to consolidate the
details relating to the revenue and expenditure of
PRIs.

The Andhra Pradesh Municipal Accounts Manual
was yet to be adopted in many ULBs.

The Budget and Accounts formats for PRIs are yet
to be implemented in Mandal Praja Parishads and
Gram Panchayats.

TFC grants were mis-utilised/diverted.

Database grants remained unutilised and instead
parked in fixed deposits.
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PANCHAYAT RAJ & RURAL EMPLOYMENT DEPARTMENT
1.1 PANCHAYAT RAJ INSTITUTIONS

1.1.1 Introduction

In conformity with 73" Constitutional Amendment Act, the Andhra Pradesh
Panchayat Raj (APPR) Act was enacted in 1994 repealing all existing Acts, to
establish a three-tier system at the Gram Panchayat, Mandal Praja Parishad
and Zilla Praja Parishad level. As per the 2001 census, the total population of
Andhra Pradesh State was 7.57 crore, of which 5.52 crore (72.92 per cent)
lived in rural areas. As on 31 March 2009, there were 22927 Panchayat Raj
Institutions (PRIs) in the State consisting of 22 Zilla Praja Parishads (ZPPs),
1098 Mandal Praja Parishads (MPPs) and 21807 Gram Panchayats (GPs).
Elections to the PRIs were conducted in the months of July and August 2006
and newly elected members took charge in October 2006.

1.1.2  Organisational set-up
The organisational set-up of PRIs in the State is as under:
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1.1.3 Funding of Panchayat Raj Institutions

The State and Central Government funded the PRIs through Grants-in-aid for
general administration and development activities. The Gram Panchayats
generate revenue from property tax and water tax and non-tax revenue from
various fees such as tap connection fees, rents from properties etc. The MPP
and ZPP do not generate any tax revenue and depend mainly on Grants-in-aid.
The funds are utilised by the PRIs for providing civic amenities and welfare
measures. Though the accounts are prepared by the PRIs individually, there is
no system in place to consolidate the revenue and expenditure figures under
various heads of accounts of all the PRIs, due to which effective monitoring of
the finances was not possible and an overall picture of finances of PRIs could
not emerge.

Financial Position of the PRIs: As there was no system to consolidate the
finances at Commissioner level, the receipt and expenditure particulars1 of
PRIs upto the year 2007-08> were obtained from State Audit Department and
are given in Table 1.1 below:

Table 1.1 : Summary of Receipts and Expenditure of PRIs

(Rupees in crore)

Zilla Praja Parishad

Year Opening Receipts Total Expenditure| Closing

balance balance
2003-04 1095.31 2771.16 3866.47 2842.19 1024.28
2004-05 1024.28 2326.97 3351.25 2396.54 954.71
2005-06 954.71 1805.19 2759.90 1758.75 1001.15
2006-07 1001.15 3041.82 4042.97 1982.98 2059.99
2007-08 2059.99 2442.16 4502.15 2046.85 2455.30
TOTAL 6135.44 | 12387.30 18522.74 11027.31 7495.43

" These were not inclusive of the major Centrally Sponsored Scheme NREGA as the Director,

State Audit does not conduct audit of NREGA.

? As the compilation of data for 2008-09 was not completed, the State Audit Department
furnished the figures till 2007-08.
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Mandal Praja Parishad

Year Opening Receipts Total Expenditure Closing
balance balance
2003-04 470.34 2608.80 3079.14 2616.20 462.94
2004-05 462.94 2317.48 2780.42 2261.97 518.45
2005-06 518.45 1259.09 1777.54 1263.70 513.84
2006-07 513.84 760.73 1274.57 852.52 422.05
2007-08 422.05 1225.45 1647.50 999.46 648.04
TOTAL 2387.62 8171.55 10559.17 7993.85 2565.32
Gram Panchayats
Year Opening Receipts Total Expenditure Closing
balance balance
2003-04 48.93 1406.16 1455.09 1277.53 177.56
2004-05 177.56 2527.99 2705.55 2028.63 676.92
2005-06 676.92 1895.69 2572.61 2546.56 26.05
2006-07 26.05 852.41 878.46 767.27 111.19
2007-08 111.19 759.64 870.83 760.56 110.27
TOTAL 1040.65 7441.89 8482.54 7380.55 1101.99

The receipts of MPPs increased in the year 2007-08 compared to 2006-07 but
declined in respect of ZPPs and GPs. The Director, State Audit had not
furnished specific reasons for the same when sought for.

PRI Resources

The sector-wise details of PRIs resources and application of funds from
2003-04 to 2007-08, as furnished by the State Audit department are given

below.
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Gram Panchayats

Table 1.2 : Resources of Gram Panchayats

(Rupees in crore)

Resources | 2003-04 | 200405 [  2005-06 | 2006-07 [2007-08
1. Own Revenue
Taxes (House tax, Water tax, etc.) 97.20 203.00 186.41 143.37 | 145.82
Non-taxes (Market rents, rents of 90.84 302.61 215.43 151.50 | 145.07
shops and other property,
auctions, etc.)
Total 188.04 | 505.61 | 401.84 | 294.87 | 290.89
2. Grants-in-aid
Salary Grant 95.59 151.26 128.59 36.59 36.54
b. | Sampoorna Grameena Rozgar 208.15 334.18 265.41 0 0
Yojana (SGRY)
c. | Eleventh Finance Commission 157.57 317.46 176.75 0 0
(EFC)
d. | State Finance Commission (SFC) 76.40 192.70 105.44 0 0
e. | Other grants (per capita grant, 537.72 740.86 605.76 | 363.42° | 252.73
seignorage charges, profession tax
etc.)
Total 1075.43 1736.46 1281.95 | 400.01 | 289.27
3. Deposits and Advances 9.49 11.24 18.67 11.99 12.05
4. Other Receipts 133.20 274.68 193.23 145.54 | 167.43
Total 1406.16 | 2527.99 1895.69 | 852.41 | 759.64

Table : 1.3 Application of funds by Gram Panchayats

(Rupees in crore)

Application of funds | 200304 | 200405 | 200506 | 2006-07 | 2007-08
Expenditure particulars
1 | Expenditure from Grants in aid
Salary 135.92 194.01 229.82 72.27 74.67
b. | Works expenditure from grants received 866.09 1306.15 1772.70 380.85 | 336.38
under SGRY, EFC, SFC, etc.
¢. | Maintenance expenditure 133.90 266.04 275.18 176.66 | 208.90
Total 113591 1766.20 | 2277.70 629.78 | 619.95
2. | Deposits and Advances 13.29 17.85 47.78 18.05 15.06
3. | Other administrative expenditure 128.33 244.58 221.08 119.44 125.55
Total 1277.53 2028.63 | 2546.56 767.27 | 760.56

* Break-up for remaining items of Grant-in-aid was not furnished by the Director, State Audit

for 2006-07 and 2007-08.
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The Gram Panchayats resources and application of funds for the year 2007-08
are depicted through pie chart as shown in Graph 1 below:

Graph 1 : Gram Panchyatas resources and application of funds for the year 2007-08

Resources Rs 759.64 crore

Application of funds Rs 760.56 crore

Deposits
& Adv
2%

Deposits &
Adv 2%

Mandal Praja Parishads

Table 1.4 : Resources of Mandal Praja Parishads

(Rupees in crore)

Grants and other receipts including fund accounts
1 | Grants in aid
a. | General Fund (per-capita grant, seignorage 102.48 104.17 248.94 146.84 | 281.85
charges, profession tax, stamp duty, own
revenue from rents and leases, auction
amounts, etc.)
b. | Social Welfare 19.44 16.84 50.29 20.85 105.04
c. | Minor Irrigation and Rural Water Supply 1.59 1.92 12.09 7.17 2.86
d. | Roads and Bridges maintenance 4.18 2.92 541 1.75 2.62
e. | Education 2381.49 2085.41 609.93 205.52 | 228.60
Total 2509.18 2211.26 926.66 382.13 | 620.97
2 | Scheme funds
SGRY 31.49 25.18 146.91 86.22 | 104.61
b. | EFC/TFC/SFC 0 1.72 5.79 26.51 18.37
c. | Others (Building grant, Natural Calamity grant, 35.66 62.64 160.30 251.09 | 467.78
NABARD, MPLADS, Pension grants, etc)
Total 67.15 89.54 313.00 363.82 | 590.76
3. | Deposits, Advances and Loans 32.47 16.68 19.43 14.78 13.72

[ tem  [260880] a31748] 135909] 76073 122545 |
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Table 1.5 : Application of funds by Mandal Praja Parishads

(Rupees in crore)

1 | Expenditure from Grants-in-aid
a. | Education 2389.29 | 2046.66 646.10 22446 | 210.68
b. | Social Welfare 15.22 16.12 54.10 22.96 28.27
c. | Minor Irrigation and Rural Water 2.64 1.33 12.24 27.60 7.22
Supply
d. | Roads and bridges maintenance 3.83 4.35 23.83 24.28 14.65
e | Expenditure from General Fund 108.97 105.34 216.09 142.84 | 194.66
account
Total 2519.95 | 2173.8 952.36 442.14 | 45548
2. | Scheme works such as SGRY, 56.75 68.63 143.33 358.33 457.20
Janmaboomi, other grants and
other programmes expenditure
3. | Deposits, Advances and Loans 30.74 14.31 12.01 20.33 11.32
4. | Other expenditure 8.76 5.23 156.00 31.72 75.46

The Mandal Praja Parishads resources and application of funds for the year
2007-08 are depicted through pie chart as shown in Graph 2 below:

Graph 2 : Mandal Praja Parishads resources and application of funds for the year 2007-08

Resources Rs 1225.45 crore Application of funds Rs 999.46 crore

& Loans
1%
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Zilla Praja Parishads

Table 1.6 : Resources of Zilla Praja Parishads

(Rupees in crore)

Resources 2003-04 | 2004-05 | 2005-06 ‘ 2006-07 ‘ 2007-08
Grants and other receipts including fund accounts
1 Grants in aid
a. General Fund (per-capita grant, seignorage 115.92 122.42 384.00 405.54 | 462.51
charges, profession tax, stamp duty, own
revenue from rents and leases, auction
amounts, etc.)
b. Social Welfare 21.06 27.92 24.67 13.69 5.40
c. Minor Irrigation and Rural Water Supply 133.15 148.53 136.91 154.06 | 292.60
d. Roads and Bridges maintenance 236.47 131.57 68.34 108.27 126.61
e. Education 1307.28 1099.14 234.44 244.69 | 268.31
Total 1813.88 1529.58 848.36 926.25 | 115543
2 Scheme funds
a. SGRY 380.45 318.26 373.46 97.31 127.17
b. EFC/TFC/SFC 9.46 17.07 45.12 276.29 166.77
c. Minimum Needs Programme (MNP) 4.66 3.07 6.95 0 0
d. NABARD 31.36 6.50 26.71 19.86 99.54
e. Others (Building grant, Natural Calamity 331.45 206.61 350.26 539.62 533.65
grant, MPLADS, Pension grants, etc)
Total 757.38 551.51 802.50 933.08 | 927.13
3. Deposits, Advances and Loans 199.90 245.88 154.33 1182.49 359.60
Total 2771.16 2326.97 1805.19 3041.82 | 2442.16
Table 1.7 : Application of funds by Zilla Praja Parishads
(Rupees in crore)
Application of funds 2003-04 | 2004-05 | 2005-06 | 2006-07 2007-08
1 Expenditure from Grants in aid
a. Education 1290.06 | 1095.55 235.72 203.09 258.86
b. Social Welfare 17.61 13.70 18.98 14.36 14.31
c. Minor Irrigation and Rural Water Supply 132.90 131.06 134.00 186.51 278.58
d. Roads and Bridges maintenance 243.57 95.99 85.30 164.42 158.74
e. Expenditure from General Fund account 134.11 132.23 288.55 377.40 416.77
Total 1818.25 | 1468.53 762.55 945.78 | 1127.26
2. Scheme works such as SGRY, Janmaboomi, 759.68 486.42 391.18 745.07 626.08
other grants and other programmes
expenditure.
3. Deposits, Advances and Loans 193.32 154.16 310.73 274.69 277.97
4 Other expenditure 70.94 287.43 294.29 17.44 15.54
Total 2842.19 | 2396.54 | 1758.75 | 1982.98 | 2046.85
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The Zilla Praja Parishads resources and application of funds for the year
2007-08 are depicted through pie chart as shown in Graph 3 below.

Graph 3 : Zilla Praja Parishads resources and application of funds for the year 2007-08

Resources Rs 2442.16 Application of funds Rs 2046.85 crore

Other
Expn 1%

The PRIs maintain accounts on cash basis. The Budget and Accounting
formats prescribed by the CAG were adopted (May 2005) by the State
Government. As per the State Government, GPs and MPPs have started
implementing these formats from 2006-07 onwards, while ZPPs implemented
the same from the year 2005-06. Government issued (September 2007) orders
for deployment of a Master Book-Keeper in each Mandal through CDS-
Andhra Pradesh Academy of Rural Development (APARD) to assist in
maintenance of accounts and feeding the data of all GPs of respective Mandal.
Information sought by audit with regard to further development in this regard
was not furnished. Further as per the information furnished (March 2010) by
CPR&RE, a software namely PRIA soft (Panchayat Raj Institution
Accounting Software) developed by NIC was experimented in three’ districts
on a pilot basis. The feedback in this regard is awaited.

Although the State Government stated that GPs had started implementing the
new accounting formats, audit, however, observed that none of the GPs test
checked during 2008-09 were maintaining the accounts in new accounting
formats.

Grants released from EFC

GoAP released EFC grants amounting to Rs 22.96 crore (2002-04) to the
CPR&RE for creation of database on the finances of PRIs. The CPR&RE
kept the above funds with the CEO, ZPP Ranga Reddy District. The
PR Department with the assistance of NIC, Hyderabad developed an

* Ananthapur, Nalgonda and Vizianagaram.
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‘e’ Panchayat software package and implemented (06-07) initially in 475 GPs.
The expenditure incurred by the department out of this fund is given in Table
1.8 below:

Table 1.8 : Expenditure incurred out of EFC grant earmarked for creation of database

(Rupees in crore)

SLNo. Name of the office AU Purpose
transferred
i District Collector 427 Purchase of systems and data entry of
’ (Panchayat Wing) ’ existing records.
For supply of hardware/operating system
2 NIC, Hyderabad 1.90 and training to GPs staff etc.,
3. Commissionerate /PR 0.41 Purchase of computer hardware

Grants released from TFC

In addition to EFC, GoAP also released Rs 34.84 crore as TFC grants for
creation of database during the years 2005-10 to PR department. This amount
was also parked in the accounts of CEO, ZPP Ranga Reddy district without
utilisation from the date of release of first installment (2005).

The Commissioner replied (February2010) that the computerisation of
database is at developing stage. The NIC, Hyderabad is developing software
for PRIs and once the software is tested, the funds would be utilised in all
PRIs for the above purpose.

The database was not created despite provision of funds upfront by the GOI.
Thus the objective of consolidating the finances of PRIs remained unachieved
for more than eight years.

1.1.6 Audit arrangements

CAG conducts audit of PRIs under Section 14 of CAG’s (DPC) Act, 1971.
Based on the recommendations of EFC, GoAP has entrusted (August 2005)
the responsibility for providing Technical Guidance and Support (TGS) in
connection with the accounts and audit of Local Bodies under Section 20(1) of
CAG’s (DPC) Act.

The Director, State Audit is the statutory auditor for PRIs under the Andhra
Pradesh State Audit Act, 1989. The CAG conducts only a test check. A
consolidated report (TGS Note) at the end of each financial year is
communicated to the Director, State Audit for improving the quality of their
reports. The TGS note for the year 2009-10 was sent in April 2010.

1.1.6.1 Audit by the Director, State Audit

There were no arrears in audit of ZPPs and marginal arrears in respect of
MPPs by the Director, State Audit for the year 2008-09. In case of GPs, audit
of 1110 GPs was in arrears to end of March 2009, of which only 32 GPs were
audited to the end of December 2009. No reasons were furnished by the
Director for delay in audit of GPs.

1.1.6.2  Submission of Consolidated State Audit and Review Reports

As per Section 11(2) of the State Audit Act, the Director, State Audit is to
prepare Consolidated State Audit and Review Reports and present the same to
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the State Legislature. The Director, State Audit has so far prepared and
submitted Consolidated State Audit and Review Reports upto the year
2005-06 to the Finance department. The Government tabled the Consolidated
Audit and Review Reports in the State Legislature for the period from1998-99
to 2004-05 in December 2008. Report of 2005-06 is yet to be placed. Some
of the major findings by the Director, State Audit related to excess utilisation /
non-utilisation / diversion / misutilisation of grants, non-collection of dues,
advances pending adjustments/violation of rules, wasteful expenditure etc.

1.1.6.3  Misappropriation cases

The provisions (Articles 5, 273, 294, 300, 301 and 302) of Andhra Pradesh
Financial code stipulate the responsibilities of Government servants in dealing
with Government money, the procedure to fix responsibility for any loss
sustained by the Government, the procedure to be followed and the action to
be initiated for recovery. In addition to this, the State Government had also
from time to time, issued instructions relating the manner in which the
misappropriation cases are to be dealt with.

The misappropriation cases of PRIs noticed by the Director, State Audit
during the years 2005-06 to 2007-08 and remained to be disposed off to the
end of 31 March 2009 are given in Table 1.9 below:

Table 1.9 : Misappropriation cases of PRIs

(Rupees in lakh)
S PRI No. of Amount No. of Amount No. of Amount
No misappropriation involved misappropriation | involved | misappropriation | involved
cases cases cases
2005-06 2006-07 2007-08
1. Zilla Praja 4 1.34 4 7.05 16 24.66
Parishads
2. Mandal 113 28.36 100 30.17 195 50.05
Praja
Parishads
3. Gram 863 278.53 2123 667.92 1139 348.11
Panchayats

In 2007-08, there was a four fold increase in number of misappropriation cases
in respect of ZPPs involving an amount of Rs 24.66 lakh compared to
2006-07. Urgent action needs to be taken by the Government.

1.1.6.4 Issue of Surcharge Certificates

According to Section 10 of the Andhra Pradesh State Audit Act, 1989 the
Director, State Audit is empowered to initiate surcharge proceedings against
the persons responsible for causing loss to the funds of Local authorities or
other authorities. In this regard, details of surcharge certificates issued, the
amount recovered/waived and balance pending as of October 2009 against all
the three tiers of PRIs are as shown in Table 1.10 below:

11
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Table 1.10 : Issue of Surcharge Certificate

(Rupees in crore)

No of certificates Recovered/ Bal
;‘; Unit issued waived alance
Cases Amount Cases | Amount Cases Amount
1. Zilla Praja 193 0.14 59 0.03 134 0.11
Parishads
2. Mandal Praja 841 0.76 205 0.11 636 0.65
Parishads
3. Gram 123850 118.95 1132 3.52 122718 115.43
Panchayats
Total 124884 119.85 1396 3.66 | 123488 116.19

Source : Information furnished by Director, State Audit

Recovery is very little as compared to amount for which surcharge certificates
were issued on GPs. As against Rs 118.95 crore, an amount of Rs 3.52 crore
was only recovered. Non-recovery is a cause for concern and requires
effective action by Government.

1.1.7 Finance Commissions
Twelfth Finance Commission:

As per para 7 of the TFC guidelines, CAG is empowered to audit the release
and utilisation of TFC grants. The audit of release and utilisation of TFC
grants for the year 2007-08 was undertaken in six* districts during June-
September 2009.

TFC grants released (2007-08) by the State Government to PRIs is given in
Table 1.11 below:

Table 1.11 : Releases of Twelfth Finance Commission grants
(Rupees in crore)

Details of release Amount Date of Date of release No. of Details of
Release by by the State days interest
GOI Govt. to PRIs | delayed released

2" Installment of 2006-07 158.70 18.05.2007 28.05.2007 No delay -

1* Installment of 2007-08 158.70 18.03.2008 02.04.2008 No delay -

The following observations were made on scrutiny of records:-

e Though the CPR&RE issued order for release of TFC grants within the
stipulated time, there was a delay ranging from 6 to 31 days in actual
release of the amounts pertaining to second installment of 06-07 to the
PRIs concerned.

. Based on the orders of State Government, District Managers (Housing)
and Superintending Engineers (RWS) diverted ( 2007-08) an amount of
Rs 33.79 crore’ to State sponsored INDIRAMMA programme in

4 Vizianangaram, Guntur, Karimnagar, Ananthapur, Medak and Nizamabad.

> Rs32.89 crore released to ZPPs of six districts (Vizianangaram, Guntur, Karimnagar,
Ananthapur, Medak and Nizamabad) ; Rs 89.84 lakh released to MPDOs of Karimnagar
district for construction of 4856 ISLs under INDIRAMMA.
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contravention of guidelines and an amount of Rs 11.46 crore remained
unutilised as on 31 March 2008.

. An amount of Rs 46.49 lakh was incurred (2007-08) by 19 test checked
PRIs of Karimnagar, Guntur, Vizianagarm, Medak, Nizamabad and
Ananthapur districts on certain ineligible works (construction of CC
roads, culverts, levelling of grave yard etc.).

. Out of the grant of Rs 3.98 crore released (May 2007) by CPR&RE to
the District Panchayat Officer (DPO), Karimnagar for distribution
among GPs in the district, an amount of Rs29.60 lakh was kept
(May 2007) at the disposal of the District Collector, Karimnagar for
immediate repairs to the damage works for restoration of drinking water
supply. Similarly an amount of Rs 5 lakh was utilised by the DPO
Vizianagaram for sanitation purpose. In both the cases, the UCs were not
obtained for the amounts released.

e  There was improper maintenance of Records and Registers (cash books
and other subsidiary registers) by the GPs resulting in lack of assurance
that the funds were properly utilised.

State Finance Commission

According to Article 243-1 of the Constitution and Section 235 (1) & (2) of
Andhra Pradesh Panchayat Raj Act, 1994 constitution of State Finance
Commission (SFC) once in five years to recommend devolution of funds from
the State Government to Local Bodies is mandatory. The First SFC was
constituted during 1994 and the Second SFC started functioning from
December 1998 and its Report was placed in the State Legislature in
August 2002. The Third SFC was constituted in January 2003 and submitted
its Report in January 2008. The Government constituted (March 2008) a
committee of Ministers/Secretaries to examine the recommendations of the
SFC and to table the Action Taken Report in the State Legislature. So far the
Action Taken Report was not placed in the State Legislature.

Funds were being released to PRIs on the basis of second State Finance
Commission Recommendation at Rs 200 crore per annum from which
outstanding dues were being adjusted. The amounts released during the last
four years from 2005-06 to 2008-09 is given in Table 1.12 below:

Table 1.12 : Releases of State Finance Commission grants
(Rupees in crore)

Details of PRIs Amount released in

2005-06 2006-07 2007-08 2008-09
ZPPs 20.00 113.55 20.00 10.00
MPPs 12.50 8.73 12.50 6.25
GPs 167.50 47.16 157.50 33.75
Total 200.00 169.44 190.00 50.00

Source : Information furnished by Commissioner, PR&RE
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. In 2008-09 there was shortfall of Rs 100° crore in release.

. Audit noticed discrepancies in the SFC figures furnished by the
Director, State Audit and the CPR&RE for the year 2007-08 as
shown in Table 1.13 below:

Table 1.13: Discrepancies in SFC figures
(Rupees in crore)

Unit SFC figures furnished by | SFC figures furnished
the Director, State A udit by CPR&RE
Zilla Praja Parishads 24.30 20.00
Mandal Praja Parishads 10.58 12.50
1.1.8 Devolution of funds, functions and functionaries to PRIs

The Eleventh Schedule of the 73" Constitutional Amendment Act, 1992
enlisted 29 subjects for devolution to strengthen the PRIs. The Ministry of
Panchayat Raj, Government of India held seven Round Table Conferences at
various places in the country with State Governments to arrive at a blue print
for effective devolution of powers to PRIs.

During 2007-08, the GoAP devolved ten’ functions to PRIs. Accordingly, five
line departments released an amount of Rs 26.40 crore to PRIs during the year
2008-09. Details of function wise/district wise releases were shown in the
Appendix-1. It was observed that funds were not released to all the districts.
As regards transfer of functionaries, no information was furnished by the
Government though sought for (October 2009).

It was further observed during test check of ZPPs that due to non-transfer of
functionaries, the amounts drawn by ZPPs were returned to the line
departments concerned as pointed out in para 2.1 on ‘Functioning of two
ZPPs’ incorporated in Chapter-II of the Report. Thereby the objective of the
devolution of functions, funds and functionaries to PRIs was not fully
achieved.

1.1.9 Status of CAG’s audit observations

Test audit of accounts of five ZPPs (including engineering divisions),
38 MPPs and 670 GPs was conducted under Section 20(1) of CAG’s (DPC)
Act, 1971 during the year 2008-09. As of February 2010, there were
536 Inspection Reports comprising 3661 objections pending settlement with
PRIs up to the year 2008-09. These Reports also include the items relating to
audit conducted under Section 14 prior to entrustment of Local Bodies Audit
under TGS in 2005-06.

Audit Committee Meetings (both departmental as well as district level) are
conducted at frequent intervals to review the pending IR paras. During the

6 Against the recommended amount of Rs 200 crore, CPR&RE released Rs 50 crore to PRIs
and Rs 50 crore was adjusted against the AP Transco dues of PRIs. Still there was a shortfall
of Rs 100 crore.

7 (1) Agriculture and Agricultural extension (ii) Animal Husbadry, Dairy and Poultry (iii)
Fisheries (iv) Rural Development (v) Drinking water and Sanitation (RWS) (vi) Primary,
Secondary and Adult Education (vii) Health, Sanitation, PHC, Dispensaries, Family welfare
(viii) Social Welfare, (ix) Backward classes welfare, (x) Women and Child Development.
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year 2008-09, eight meetings were conducted covering eight districts, wherein
60 per cent of the old IR paras have been cleared. Apart from above,
reminders are also issued to the Government (Principal Secretary) every six
months seeking replies from the PRIs.

1.1.10 Internal Control

The system of internal control in any organisation promotes economical,
efficient and effective operations. It seeks to safeguard the resources against
loss due to waste, abuse, mismanagement, errors, fraud and irregularities by
ensuring adherence to the laws, regulations and management directives.

Audit examined the issue under the following two aspects:
1. Maintenance of Records / Registers

Internal control mechanism with regard to maintenance of records was
deficient in almost all the Gram Panchayats (670 GPs) test checked.
Several crucial records viz., cash books, stock register, DCB register,
asset register were not maintained properly. Non preparation of these
vital records is fraught with the risk of misappropriation and
misutilisation of funds.

2. Inspection by higher authorities

As per the Andhra Pradesh Panchayat Raj Officers Delegation of
Powers Rules, 2000 the CPR&RE shall inspect all the ZPPs once in a
calendar year and submit copies of inspection notes to the
Government. None of the test checked ZPPs (five ZPPs) in the year
(2008-09) were inspected by the HOD.

Test check (2008-09) of accounts of PRIs revealed several financial
irregularities, lapses in utilization of grants/funds resulting in diversion of
funds, excess expenditure, incomplete projects, loss of revenue, locking up of
funds etc., which were communicated through the Inspection Reports. Some
of the major findings are incorporated in para 3.1 of Chapter III of the Report.
Similarly, compliance to the pending inspection reports of PRIs was also poor.

1.1.11 Conclusions

The Commissioner, Panchayat Raj is not consolidating the receipts and
expenditure particulars of PRIs reflecting poor monitoring of finances. The
income of GPs and ZPPs declined during 2007-08. The transfer of funds in
respect of subjects devolved to PRIs was inadequate and the utilisation of
these funds suffered due to non-transfer of functionaries. The database to
consolidate the details of finances was not created even after lapse of eight
years of releasing the funds. Deviations to the guidelines were noticed in
utilisation of Twelfth Finance Commission and State Finance Commission
grants. The system of internal controls was grossly inadequate.
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MUNICIPAL ADMINISTRATION & URBAN DEVELOPMENT
DEPARTMENT

1.2 URBAN LOCAL BODIES

1.2.1 Introduction

The 74™ Constitutional Amendment Act identified 18 functions for Urban
Local Bodies (ULBs) as incorporated in Twelfth Schedule of the Constitution.
The Andhra Pradesh Municipal Corporations Act, 1994 was enacted
(Act 25 of 1994) to provide for the establishment of Municipal Corporations in
the State of Andhra Pradesh and for matters connected therewith or incidental
thereto. However, save as otherwise expressly provided, all the provisions of
Hyderabad Municipal Corporation Act, 1955 including the provisions relating
to the levy and collection of any tax or fee were extended to all other
Municipal Corporations in the State. Thus, the provisions of the Hyderabad
Municipal Corporation Act, 1955 as amended from time to time and the rules
framed there under are followed by Corporations. The Municipalities are,
however, governed by the Andhra Pradesh Municipalities Act, 1965.

As per 2001 census, the total population of the State of Andhra Pradesh was
7.57 crore of which 2.05 crore (27.08 per cent) reside in urban areas. As on
31 March 2009, there were 124 Urban Local Bodies (ULBs) in the State. Of
these, 109 were Municipalities and 15 were Municipal Corporations. The
State Election Commission conducted elections to the ULBs in
September 2005 and to Greater Hyderabad Municipal Corporation (GHMC) in
November 2009. The newly elected members of GHMC took charge in
December 2009.

12272 Organisational set-up

All the ULBs consist of such number of elected members
(Corporators/Councillors) as may be notified from time to time by the
Government. The Municipal Council in respect of Municipalities is headed by
the Chairperson and by Mayor in Corporations.
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The organisational set up of ULBs in the state is depicted below:

Principal Secretary
Municipal Administration

Commissioner &
Director of Municipal
Administration

Chairperson
Dy.Chairperson
 (elected)

Commissioner

Mayor
Dy.Mayor
(elected)

Commissioner

+ Manager

* Municipal Engineer

+ Municipal Health Officer

* Municipal Town Planning Officer

* Municipal Educational Officer
(Andhra region)

+ Other staff

Commissioners

Additional / Deputy ’

Ward
Committees

* City Engineer

» Medical Officer of Health

» Town Planning Officer

* Municipal Examiner of Accounts
* Municipal Secretary

» Other Staff

Ward
Committees

*Except Greater Hyderabad Municipal Corporation, where the Commissioner is directly under the control of
Principal Secretary, MA&UD.

The Municipal Council and the Corporation transact their business as per the
provisions of the concerned Act. There is a Standing Committee consisting of
the Chairpersons of all the Ward Committees in a Corporation. There are
Ward Committees in Municipalities. The Standing Committees and Ward
Committees shall meet for the transaction of business in the
Corporation/Municipalities from time to time; make such regulations with
respect to such meetings and for the scrutiny of municipal accounts. The main
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functions of ward committee include maintenance of sanitation, water supply
and drainage, street lighting, roads, market places, play grounds, school
buildings, review the revenue collections, preparation of Annual Budget and
sanctioning the works. The day-to-day administration rests with the
Commissioner. He is assisted by Additional/Deputy/Assistant Commissioner,
Municipal Engineer, Medical Health Officer, Examiner of Accounts, Town
Planning Officer and other staff.

1.2.3 Funding of Urban Local Bodies

The resources of ULBs consist of grants and assistance from the Government
of India (GOI) and the State Government under various schemes, loans from
Financial Institutions (HUDCO etc.,) and own revenue generated through
various tax and non-tax collections. The tax revenue mainly accrues from
property tax and taxes on advertisement, while non-tax revenue comes from
water charges, encroachment fee, developmental charges, building fee, etc.
Figures given in the following table were furnished by the Commissioner and
Director of Municipal Administration (CDMA). These figures were, however,
not certified as the audit of accounts of ULBs was in arrears as detailed in para
1.2.5.

ULB resources

ULBs resources and application of funds from 2004-05 to 2008-09 as
furnished by CDMA are given in Table 1.14 and 1.16 below:

Table 1.14 : Resources of Urban Local Bodies

(Rupees in crore)

Resources 2004-05 | 2005-06 | 2006-07 | 2007-08 | 2008-09

Own Revenues

A | Taxes
i Property tax 584.24 520.41 495.76 772.29 898.26
ii | Other Tax revenue 18.07 20.03 134.04 32.46 55.10

(Advertisement tax, taxes
on animals and taxes on
carriages and carts)

Total Tax revenue 602.31 540.44 629.80 | 804.75 953.36
B | Non-Taxes
i Water charges 104.69 119.91 130.06 | 150.60 156.93
ii | Encroachment fee 1.65 84.90 2.18 1.61 1.85
iii | Betterment/Development 50.46 59.83 66.91 86.53 112.63
charges
iv | Building license fee 37.04 42.73 66.36 65.47 79.92

v | Others (Water supply 92.35 107.78 258.19 | 253.79 293.10
donations, market fee,
slaughter house fee, shops
rent, trade license fee, etc.)

Total Non-Tax revenue 286.19 415.15 523.70 558.00 644.43
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Assigned Revenue
i Entertainment tax 61.72 46.52 26.44 37.81 41.55
ii | Surcharge on stamp duty 292.30 282.83 312.96° 31524 | 317.66°
iii | Profession tax 91.07 111.65 36.58 91.09 15.50
Total Assigned revenue 445.09 441.00 375.98 444.14 374.71
Non-Plan Grants 201.95 198.99 | 220.45" | 347.76 113.78
Plan Grants 138.03 120.28 | 185.95" 179.02 359.94
Loans 54.14 10.99 9.67" 179.90
Other Income 293.02 290.65 344.93" 159.63 967.81
Grand total 2020.73 | 2017.50 | 2290.48 | 2493.30 | 3593.93

* including the figures of Entertainment Tax and Profession Tax pertaining to Greater
Hyderabad Municipal Corporation (GHMC) as the break-up for the items of Assigned
Revenue was not furnished.

** excluding the figures of GHMC
# includes the non plan grants, plan grants and loans of GHMC.

The tax revenue comprising mainly Property Tax was increased by 16 per cent
during 2008-09 as compared to 2007-08. Similarly there was an increase in
other receipts viz., non-tax revenue and plan grants during 2008-09 compared
to 2007-08. However, there was a decline of 16 per cent in assigned revenue
from 2007 -08 to 2008-09, for which no reasons were furnished by the State
Government though sought for (May 2010).

The revenue resources of ULBs and the percentage of receipt with reference to
GSDP are indicated in the table 1.15 below:

Table 1.15 : Analysis of ULB’s resources in terms of GSDP

(Rupees in crore)

2004-05 2005-06 2006-07 2007-08 2008-09
ULB resources 2020.73 2017.50 2290.48 2493.30 3593.93
GSDP* 211802 239682 277286 328405 371229
Percentage of ULB 0.95 0.84 0.83 0.76 0.97
resources with reference
to GSDP

Source : Socio Economic Survey printed by Planning department of GoAP.

¥ Break up for assigned revenue in respect of Guntur Municipal Corporation was not
furnished. Total amount of Rs 11.73 crore was included in surcharge on stamp duty.
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Table 1.16 : Application of funds by Urban Local Bodies

(Rupees in crore)

a. | Roads 257.51 6380 | 32131 | 208.08 70.15 | 27823 | 11236 3351 | 145.87* | 463.98 | 13624 | 60022 | 64562 21389 | 859.51
b. | Drains and Culverts 76.50 1236 88.86 | 7175 12.89 84.64 |  46.66 6.46 | 53.12% | 9144 2946 | 12090 | 17545 3870 | 214.15
c. | Buildings 26.16 7.67 3383 | 2697 6.74 3371 | 27.88 482 | 3270% | 4394 16.08 60.02 48.14 13.93 62.07
d. fa‘l‘}’ilt;igial‘h and 2170 | 11440 | 13610 | 17.17 | 19589 | 213.06 | 17.86 | 24590 | 26376 | 19.66 | 17142 | 191.08 2270 23042 | 253.12
e. | Water supply 153.46 89.71 | 24317 | 9448 8132 | 175.80 | 86.21 6651 | 152.72% | 163.38 88.72 | 25210 | 20423 139.66 |  343.89
f | Lighting 2729 89.74 | 117.03 | 2751 68.60 96.11 | 13.85 5048 | 6433* | 4329 | 13370 | 17699 | 10415 16313 | 267.28
g | Remunerative enterprises 13.63 7.36 20.99 17.70 7.74 2544 | 2244 5.05 27.49% 17.49 3.79 2128 14.44 9.16 23.60
h | Housing - - - - - - - - - - - - 15238 - | 15238°
Total 576.25 | 38504 | 96129 | 463.66 | 44333 | 906.99 | 327.26 | 41273 | 739.99 | 843.18 | 579.41 | 142259 | 1367.11 808.89 | 2176.00
i. | Payand allowances - | 37047 | 37047 - 37042 37042 - | 53366 | 53366 - 56799 | 567.99 - 62406 |  624.06
j. | Loans Repayment - 65.89 65.89 - 38.83 38.83 - 60.98 |  60.98* - 46.67 46.67 - 121.07 | 121.07
k. | Depreciation (MCH) - - - - - - - | 11966 | 119.66 - - - - 20226 | 202.26
Other expenditure (town
1. ﬁ:ﬁ:;i elﬁ‘if;;fs‘:‘s“"“ - | 86106 | 861.06 - 72167 | 72167 - | *68237 | 68237 -] 93175 | 93175 | 20326 796.33 | 999.59"
etc.)
Total - 129742 | 129742 - | 113092 | 1130.92 - | 1396.67 | 1396.67 - | 154641 | 154641 | 20326 | 174372 | 1946.98

? The amount pertains to GHMC only. This was not shown separately in ULBs.

' Break up for Roads, drains, buildings etc., in respect of Guntur Municipal Corporation was not furnished. This amount includes Rs 44.97 crore non-recurring and
Rs 1.22 crore recurring expenditure pertaining to Guntur Municipal Corporation.

* Details are excluding the figures of MCH for the year 2006-07. Expenditure of MCH relating to these sectors for the year 2006-07 is included in other expenditure.
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ULBs resources and application of funds for the year 2008-09 are depicted
through pie chart as shown in Graph 4 below.

Graph 4 : ULBs Resources and Application of funds for the year 2008-09

Resources Rs 3593.93 crore Application of funds Rs 4122.98 crore

Non Plan
3%

Water
Supply
Public 8%
Loans Health &
Repayment  Sanitation
3% 6%

Adoption of new Municipal Accounts Manual

Accounts of ULBs are being maintained on cash basis. The Greater Hyderabad
Municipal Corporation adopted accrual based double entry system for
maintaining its accounts since 2002-03. Ministry of Urban Development and
Poverty Alleviation, GOI and CAG had formulated (December 2004) National
Municipal Accounts Manual (NMAM) with double entry system for greater
transparency and control over finances and requested (May 2005) the States to
adopt the same with appropriate modifications to meet States specific
requirements. Accordingly, a Steering Committee was constituted (May 2005)
by GOAP and the Andhra Pradesh Municipal Accounts Manual (APMAM)
was developed during 2006-07. The State Government issued orders during
August 2007 for adoption of APMAM in all the ULBs in the State. Similarly,
the other manuals viz., Andhra Pradesh Municipal Budget Manual, and
Andhra Pradesh Municipal Asset Manual as approved by CAG were also
ordered (August 2007) by the State Government for implementation by ULBs.

The double entry accounting system has been successfully introduced in the
Greater Hyderabad Municipal Corporation (GHMC), Greater Visakhapatnam
Municipal Corporation, (GVMC) and Municipal Corporations of Vijayawada
and Guntur. In addition to these, the Double Entry Accounting Reform
(DEABAS Project) has been taken up in 57 JNNURM Project ULBs. Out of
these, the project is at developing stage in 54 ULBs. The project in the
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remaining 63 ULBs is being initiated and necessary preparatory work has been
taken up.

Compilation of Accounts

According to Rule 4 of Andhra Pradesh Municipalities (Preparation and
Submission of Accounts and Abstracts) Act, 1970, ULBs are to compile their
Accounts annually and forward a copy to Auditor not later than 15 June.
However, there were huge arrears in compilation of accounts by ULBs. As of
September 2009, district wise arrears in respect of Municipalities
(Appendix-2(i)) and Municipal Corporations (Appendix-2(ii)) ranged from
1 to 42 accounts.

1.2.5 Audit arrangements

CAG conducts audit of ULBs under Section 14 of CAG’s (DPC) Act, 1971.
Based on the recommendations of EFC, GoAP entrusted (August 2005) the
Technical Guidance and Support(TGS) in connection with the accounts and
audit of Urban Local Bodies under Section 20 (1) of CAG’s (DPC) Act. Under
TGS, a consolidated report (TGS note) at the end of each financial year is
communicated to the Director, State audit for improving the quality of their
reports. The TGS note for the year 2009-10 was sent in April 2010.

The Director, State Audit is the statutory auditor for ULBs under the
Andhra Pradesh State Audit Act, 1989. Certification of accounts gives an
assurance that the funds have been utilized as per codal provisions. However,
the audit of accounts of ULBs by the Director of State Audit was pending for
the past several years, as the accounts were yet to be compiled by ULBs.

According to Rule 11 of the State Audit Act, the Director, State Audit shall
submit annually a Consolidated State Audit and Review Report on the
accounts of local authorities in such form and in such manner as may be
prescribed. The Director, State Audit has so far prepared and submitted
Consolidated State Audit and Review Reports up to the year 2005-06 to the
Finance department. The Government tabled the Consolidated State Audit and
Review Reports in the State Legislature for the period 1998-99 to 2004-05 in
December 2008. Report of 2005-06 is yet to be placed. Some of the major
findings by the Director, State Audit related to excess utilisation/non-
utilisation/diversion/misutilisation of grants, non-collection of dues, advances
pending adjustments/violation of rules, wasteful expenditure etc. Delay in
audit results in delay in remedial action on deficiencies noticed in audit.

1.2.6 Finance Commissions
Twelfth Finance Commission:

During the year 2007-08, following were the releases of TFC grants made by
the State Government to ULBs.

Table 1.17 : Releases of Twelfth Finance Commission grants
(Rupees in crore)

Date of Date of release No. of days Interest
Details of release Amount Release by State Govt. d.ela o dy Interest payable paid by
by GOI to ULBs ¥ GOAP
2" Installment of 2006-07 37.40 18.05.07 10.07.07 37 days Not worked out
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Test check (June - September 2009) of records of 32' out of 124 ULBs
relating to TFC grants for the year 2007-08 revealed the following:

According to TFC guidelines, the grant should be credited to the
accounts of the ULBs within 15 days from the date of receipt of grants
of GOI. However, it was noticed that the State Government released
second installment of 2006-07 amounting to Rs 37.40 crore to ULBs in
the year 2007-08 with a delay of 37 days for which interest of
Rs 22.74 lakh was payable by the State Government. The amounts
were credited in respective bank accounts of ULBs with further delay
of 46 to 228 days by CDMA. However, the State Government did not
workout and transfer the interest for delayed releases to ULBs in
contravention of the guidelines.

As against the available amount of Rs 29.82 crore as of 2007-08, the
test checked ULBs utilised an amount of Rs 13.11 crore (44 per cent)
to the end of March 2008 leaving a balance of Rs 16.71 crore due to
delay in acquiring lands required for setting up of compost yards.

As per the TFC guidelines, 50 per cent of the grants should be utilized
for Solid Waste Management (SWM) and ULBs (with population more
than one lakh) should prepare and submit Comprehensive Action Plan
(CAP) for implementation of SWM. It was, however, noticed that the
Action Plans prepared by the test checked ULBs and approved by the
CDMA were ineffective as there was no provision for systematic
implementation of SWM. As a result most of the municipalities were
still in the process of land acquisition for developing compost yard. In
addition to this, the funds amounting to Rs 3.49 crore were parked in
FDRs by the Commissioners of nine ULBs” due to lack of effective
action plans. Similarly, an amount of Rs 33.61 lakh was incurred on
ineligible works namely construction of CRS masonry, court fee, legal
fee, salaries etc.

Although segregation of solid waste is one of the important items of
work in SWM, importance was given to collection and transportation
of waste only and no plan was designed for fruitful utilisation of solid
waste which would have generated income to the ULBs by way of
producing compost and recyclable dry waste.

Though as per TFC guidelines, funds are to be earmarked for creation
of database and maintenance of accounts, no funds were earmarked.

State Finance Commission: The second SFC made 39 recommendations
pertaining to financial devolution and structural reforms covering nine major
sectors in ULBs. Out of these, 14 recommendations such as providing

' 32 out of 124 ULBs — Vizianagaram, Parvathipuram, Bobbili, Saluru, Guntur, Ponnur,
Bapatla, Tenali, Repalle, Mangalgiri, Karimnagar, Ramagundam, Siricilla, Jagitial, Korutla,
Metpally, Nizamabad, Bodhan, Armoor, Kamareddy, Sangareddy, Sadasivpet, Zaheerabad,
Medak, Siddipet, Ananthapur, Dharmavaram, Hindupur, Kadiri, Tadipathri, Rayadurg and
Gunthakal.

2 Siricilla, Ramagundam, Ponnur, Tenali, Vizianagaram, Parvathipuram, Bobbili, Saluru and
Jagitial municipality.
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additional amounts to municipalities for civic amenities, grants linked to the
performance of local bodies and transfer of schools to municipalities/
Corporations in urban areas of Telangana region were yet to be acted upon.

The Third SFC submitted its report in January 2008. The Government
constituted (March 2008) a committee of Ministers/Secretaries to examine the
recommendations of the Third SFC and to table the Action Taken Report in
the State Legislature. So far the Action Taken Report was not placed in the
State Legislature.

1.2.7 Status of CAG’s audit observations

Test audit of accounts of seven Municipal Corporations and ten Municipalities
was conducted under Section 20(1) of CAG’s DPC Act, 1971 during the year
2008-09. As of February 2010, there were 115 Inspection Reports comprising
2061 objections pending settlement with ULBs upto the year 2008-09. The
Inspection Reports also include the items relating to audit conducted prior to
entrustment of Local Bodies Audit under TGS in 2005-06.

Reminders are issued to the Government (Principal Secretary) every six
months seeking replies from the ULBs.

1.2.8 Internal Control

The system of internal control in any organization promotes economical,
efficient and effective operations. It seeks to safeguard the resources against
loss due to waste, abuse, mismanagement, errors, fraud and irregularities by
ensuring adherence to the laws, regulations and management directives.

Internal control mechanism with regard to finalisation of accounts and
adoption of new accounting manuals was deficient in all the 17 ULBs test
checked during the year 2008-09. There were huge arrears (for more than two
decades) in compilation of accounts by some ULBs. Despite being brought to
the notice of Government on several occasions, there was no compliance. As
regards the new accounting manuals, 80 per cent of the ULBs were yet to
adopt despite the State Government orders (August 2007).

Test check (2008-09) of accounts of 17 ULBs revealed several financial
irregularities, lapses in utilization of grants/funds resulting in diversion of
funds, excess expenditure, incomplete projects, loss of revenue, locking up of
funds etc., which were communicated through the Inspection Reports. Some
of the major findings are incorporated in para 3.2 of Chapter III of the Report.
Audit observed that there was poor compliance to Inspection Reports from
ULBs. Thus, internal control system was inadequate.

1.2.9 Conclusions

The Andhra Pradesh Municipal Accounts Manual was yet to be adopted in
many ULBs. TFC grants were released with delay. TFC grants were not
utilised for Solid Waste Management and not earmarked for database. There
were arrears in audit by the Director, State Audit, primarily due to arrears in
compilation of accounts by ULBs. There have been slippages in submission of
Consolidated State Audit and Review Reports by the Director, State Audit.

The matter was reported to the Government (April 2010); reply had not been
received (October 2010).
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CHAPTER 1T ]

PERFORMANCE AUDIT

This chapter contains Performance Audits on Functioning of Zilla
Praja Parishads (2.1), Functioning of Greater Visakhapatnam
Municipal Corporation (2.2) and Management of shopping complexes /
markets by Greater Hyderabad Municipal Corporation (2.3).

Highlights

The Zilla Praja Parishad (ZPP) is the apex body of Panchayat Raj
Institutions (PRIs) and was constituted under Section 177 of
Andhra Pradesh Panchayat Raj Act, 1994. The ZPP at the district level
coordinates functions of Mandal Praja Parishads (MPPs) and Gram
Panchayats (GPs). A review on functioning of two Zilla Praja Parishads,
namely Mahbubnagar and Krishna revealed deficiencies in preparation and
submission of District development Action Plans, sectoral allocation and
utilization of funds, improper monitoring in reimbursement of funds from
Government, diversion of funds, execution of various developmental works,
internal control etc.

[Paragraph 2.1.5]

[Paragraph 2.1.6.5]

[Paragraph 2.1.6.15]
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[Paragraph 2.1.6.17]

[Paragraph 2.1.7.1]

[Paragraph 2.1.8.1]

The Zilla Praja Parishad (ZPP) is the apex body of Panchayat Raj Institutions
(PRIs) and was constituted under Section 177 of Andhra Pradesh Panchayat
Raj Act, 1994. The ZPP at the district level coordinates functions of Mandal
Praja Parishads (MPPs) and Gram Panchayats (GPs).

The powers and functions of ZPPs interalia are to:

. Examine and approve the budgets of MPPs.

. Distribute the funds allotted to the district by the Central or State
Government to the MPPs and GPs in the district.

o Prepare District plan for the entire district in coordination with MPPs.

. Generally supervise the activities of MPPs.

. Perform such of the powers and functions delegated by the
Government.

. Publish statistical information on the activities of the local self
Government.

The powers of the State Government with reference to monitoring the working
of ZPPs interalia are to :

. Cancel or suspend any resolution of PRIs if the resolution is illegal, is
in excess or abuse of powers of the PRIs or its execution is likely to
cause danger to human life, etc.

o Issue directions for the proper working of the PRIs

. Take action for the proper functioning of the PRIs

. Inspect any records of the PRIs or any immovable property

° Call for any record, register, document, account, statement etc.
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2.1.2 Organisational set-up

Organisational set-up of PRIs in the State is as under:

Principal Secretary
Panchayat Raj Department

Commissioner
Panchayat Raj & Rural Employment

> \
Chief Executive Officer \N
Zilla Praja Parishad
[ District Panchayat Officer ]

|

+Parishad Educational Officer

Chairperson
Vice- Chairperson
(elected)

Standing
Committees

Members

«Accounts Officer [ Divisional Panchayat Officer ]

-Superintendents & Other Staff

J Mandal Parishad Development Officer

p—
\ [

President
Vice-President
(elected)

Sarpanch
Upasarpanch
(elected)

anchayat Secretary

*Mandal Educational Officer

*Mandal Engineering Officer

Other staff
eExtension Officer (PR&RD)
Members
eSuperintendents & Other Staff

2.1.3 Audit objectives

The objectives of the review was to assess whether

. the District Planning Committee was functioning as envisaged

. the financial management by ZPPs were economic, effective and
efficient

. implementation of works by the ZPPs as well as the lower tiers were
efficient and the intended objectives achieved

. monitoring at all levels were adequate.

2.14 Scope and methodology of audit

The performance of the two ZPPs (Mahbubnagar and Krishna) was reviewed
(September-December 2009) for the five year period 2004-05 to 2008-09,
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besides test check of records of eight1 PR Divisions, five’ RWS Divisions,
fifteen® MPPs and three GPs*. However matters relating to the period
subsequent to 2008-09 have also been included wherever necessary.

2.1.5 Planning process

As per Article-243-ZD of the Constitution of India, the State Government is
required to constitute a District Planning Committee (DPC) to consolidate the
plans prepared by the Panchayats and Municipalities in the District by
undertaking legislation. Accordingly, the Government of Andhra Pradesh
enacted an Act on constitution of Andhra Pradesh District Planning
Committee through a notification in November 2005 which is called
Andhra Pradesh District Planning Committee Act (APDPC Act), 2005.
Subsequently, guidelines were issued’ (October 2007) with regard to
(1) functions and meeting procedures (ii) preparation of District development
plan by DPC, (iii) collection and maintenance of Database on Socio Economic
and gender statistics and (iv) development of District level indicators. DPC
guidelines provide for preparation of District Development Plan for each
financial year to be submitted to the Government directly before the
prescribed date to enable Government to incorporate the same in State Plan.
The particulars of formation/functioning of DPCs in ZPP Mahbubnagar and
Krishna were as follows:

Formation of Sub-
. Approval of Yo
A committees/ 5 Date of submission to
.. Constitution . integrated . Yo
District District level Govt. for inclusion in
of DPC . " Development
Technical Advisory the State plan
5 plan 2009-10
Committee
Mahbubnagar December December 2007 July 2009 Development Plans
2007 approved by DPC for
2008-09 and 2009-10
were not submitted to
the Government.
Krishna December December 2007 Not prepared Integrated development
2007 plans for 2008-09 and
2009-10 were not
prepared.

In this connection, the following observations are made:
2.1.5.1 Submission of Consolidated Development Plans

No specific dates were stipulated in the APDPC Act, 2005 or in the guidelines
for submission of development plans either by MPPs and GPs to ZPP or

! Gadwal, Nagar Kurnool, Wanaparthy, Narayanpet, Mahbubnagar of Mahbubnagar District;
Vijayawada, Nuzvid, Machilipatnam of Krishna District.

? Gadwal, Nagarkurnool, Mahbubnagar of Mahbubnagar District; Vijayawada, Gudivada of
Krishna Distrcit.

’ Gadwal, Nagar Kurnool, Thimmaji Pet, Wanaparthy, Dhanwada, Boothpur, Nawabpet,
Koilkonda, Farooq Nagar of Mahbubnagar District; Vuyyuru, Gudivada, Pedaparupudi,
Vissannapet, Gampalagudem, Pedana of Krishna District.

* Nagar Kurnool, Kowrampet, Pebbair of Mahbubnagar District.

G O Ms No.448, 449 and 450 of PR& RD (Election Rules) Department in October 2007.

28




Deficiencies
were noticed
in functioning
of DPCs with
regard to
preparation/
submission of
Development
Plans

Chapter Il — Performance Reviews

subsequent consolidation and approval of development plans by ZPPs for
incorporation into State Plan.

e In Mahbubnagar, the District Planning Committees consisting of ZPP
Chairperson being the ex-officio Chairperson and District Collector as
Member Secretary approved the development plans for 2008-09 and
2009-10 in September 2008 and July 2009 respectively. The approved
plans were not submitted to the Government by DPC for inclusion in the
State Plan.

e In Krishna, although the DPC was constituted in December 2007,
integrated development plans were not prepared due to non-receipt of
proposals from respective MPPs and GPs.

Thus, the primary objective of assessing the requirements of stake holders
through the mechanism of DPCs was not achieved.

2.1.5.2 Creation of village level database

As per State Government order (October 2007), the DPC should give high
priority to create and maintain the village level database on various parameters
viz., educational status, land utilization, live stock & poultry, market outlets,
employment status, details of assets such as factories, business establishments,
bridges, forest area, orchards etc., before the Development Plan is finalised.
However, the DPC, Mahbubnagar formulated the development plan for
2008-09 and 2009-10 without compiling the village level data.

2.153 Capacity Building

As per State Government order (October 2007) the DPC should co-ordinate
with Alimineti Madhava Reddy Andhra Pradesh Academy for Rural
Development (AMR-APARD), the institute of conducting training courses to
the staff of PR&RD for capacity building of the elected representatives and
also the officials of PRIs and ULBs in decentralized planning. The capacity
building shall cover building awareness regarding human rights, rights of
Women, Children, Disabled, SCs, STs and Right to Information etc. However,
in Mahbubnagar, although eight member / non-officials were nominated for
training programme (September 2008), no officials were nominated for
capacity building efforts.

In ZPP Krishna no members were nominated.
2.1.5.4 Constitution of District Level committee

Government issued (November 1977) orders to constitute a committee at the
District level with six members headed by the District Collector as Chairman
and CEO as the convener with the objective of reviewing the utilization of
earmarked funds in a district and to submit the review report to State Level
Committee. The Committee is required to meet at least once in a month.
However, no such committee was constituted in either of ZPPs of
Mahbubnagar and Krishna.

2.1.6 Financial management

Sources of revenue for ZPPs are 1) grants released by the State Government
like per capita grant, seignorage fee grant, salary grant for staff, TA and
contingent grant etc. ii) assigned revenues like sand auction proceeds,
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surcharge on stamp duty etc. and iii) own revenues like rent receipts from
shopping complexes, guest houses, staft quarters, ferry rentals, T&P charges,
petty supervision charges, hire charges of department road rollers etc.

The resources and expenditure of the test checked ZPPs i.e., Mahbubnagar and
Krishna during the years 2004-05 to 2008-09 were detailed in
Table 2.1 below:

Table 2.1 Resources and expenditure of ZPP Krishna and Mahbubnagar

(Rupees in crore)

2004-05 2005-06 2006-07 2007-08 2008-09
District
IResources | Expr | Resources Expr | Resources | Expr [Resources Expr |Resources Expr
Mahbubnagar 101.38 | 88.71 141.88 | 126.18 167.02 | 157.93 250.18 | 219.06 276.28 | 254.20
Krishna 92.79 | 91.19 132.77 | 113.71 188.96 | 180.20 187.78 | 168.30 227.84 | 214.89

Source : Annual accounts of ZPPs

Details of finances in respect of both the ZPPs for the year 2008-09 were as
given in Table 2.2

Table 2.2: Finances of ZPP Krishna and Mahbubnagar for the year 2008-09

(Rupees in crore)

T — Resources Expenditure
Krishna | Mahbubnagar Total | Krishna | Mahbubnagar | Total

General Fund 34.03 36.00 70.03 29.86 35.53 65.39
Education Fund 7.73 9.60 17.33 8.27 9.30 17.57
Engineering fund 160.16 208.29 | 368.45 155.49 188.72 344.21
HBA & Provident Fund 25.88 22.39 48.27 19.19 20.65 39.84
SGRY Scheme fund 0.04 0 0.04 2.08 0 2.08

Total 227.84 276.28 | 504.12 214.89 254.20 469.09

2.1.6.1 Short release of per capita grant to PRIs

Per capita As per Government orders’, per capita grant calculated at the rate of four
grant of rupees per person residing in the district as per the latest census figure is to be
Rs 4.56 crore  released by the Government to ZPPs. During the years 2004-05 to 2008-09,
:;?Z;sl::lr:o Government released an amount of Rs 4.54 crore and Rs 4.19 crore to ZPPs
PRI Mahbubnagar and Krishna as against Rs 6.47 crore and Rs 5.85 crore

respectively resulting in short release of Rs 1.93 crore and Rs 1.66 crore
respectively. On this being pointed out, ZPPs promised to address the
Government in this regard.

Similarly, a sum of Rupees eight per person is to be released in case of
Mandals. Audit noticed shortfall of Rs 96.78 lakh in release of per capita grant

®G.0.Ms.No.279, PR& RD (Mandals-I), dated 20.06.1998.
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to the following test checked Mandals during the period of coverage as
detailed in Table 2.3 below:

Table 2.3: Details of shortfall in release of Per capita grant to MPPs

(Rupees in lakh)

S.No | Name of the Mandal Population | PC grant to | PC  grant | Shortfall

be released | released

during during

2004-09 2004-09
1 MPDO, Gadwal 42815 17.13 11.39 5.74
2 MPDO, Nagarkurnool 68533 27.41 13.59 13.82
3 MPDO,Thimmaji Pet 33500 13.40 7.84 5.56
4 MPDO, Wanaparthy 37990 15.20 9.29 5.91
5 MPDO, Boothpur 43690 17.48 11.53 5.95
6 MPDO, Koilkonda 56389 22.56 15.10 7.46
7 MPDO, Farooq Nagar 97063 38.83 22.49 16.34
8 MPDO, Vuyyuru 73767 29.51 19.59 9.92
9 MPDO, Gudivada 37979 15.19 11.07 4.12
10 MPDO, Pedaparupudi 33099 13.24 8.47 4.77
11 MPDO, Vissannapet 56732 22.69 17.56 5.13
12 MPDO, Gampalagudem 68108 27.24 19.91 7.33
13 MPDO, Pedana 38754 15.50 10.77 4.73

Total 275.38 178.60 96.78

2.1.6.2  Non-approval of MPPs’ budgets

As per section 192 of Andhra Pradesh Panchayat Raj Act 1994, the budget
proposals of the MPPs should be reviewed by the Standing Committees of the
ZPP and placed before ZPP General Body for approval.

However, the budget proposals submitted by MPPs in Mahbubnagar were not
placed before the ZPP General Body by ZPP during 2004-05 to 2008-09. This
resulted in lack of control by ZPP to monitor the finances of MPPs.

2.1.6.3

As per the provisions of section 266 of the Andhra Pradesh Panchayat Raj Act
1994, Annual Accounts are to be prepared by the ZPP and submitted to the
State Audit Department before 15 May every year. The dates of submission of
Annual Accounts by the two ZPPs for the past five years were as shown in
Table 2.4 below.

Delay in submission of Annual Accounts
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Table 2.4: Details of Annual accounts submitted by ZPP Mahbubnagar and Krishna

Dates of submission of annual accounts to
S.No Year of Annual Accounts Director of State Audit by the ZPP

ZPP, Mahbubnagar ZPP, Krishna

1 2004-05 14.10.2005 16.09.2005

2 2005-06 09.02.2007 07.12.2006

3 2006-07 09.01.2008 31.05.2007

4 2007-08 10.12.2008 20.06.2008

5 2008-09 Not submitted as of 20.09.2009

09/2009

The delay in submission of Annual Accounts ranged from five to eight months
in respect of ZPP Mahbubnagar and one to six months in case of ZPP Krishna.

2.1.6.4

The 73™ Constitutional amendment provide for strengthening of PRIs, so that
they can sub serve the needs of the rural population. For this, the PRIs were to
be devolved with 29 subjects as enunciated in eleventh schedule of the
Constitution. Out of 29 subjects, Government of Andhra Pradesh transferred
ten core functions to PRIs in December 2007. Although, GoAP devolved
10 core functions, funds relating to two departments (Fisheries and
Agriculture) were only released to test checked ZPPs.

Refund of devolved funds due to non-transfer of functionaries

Audit observed the following with regard to funds released by the two
departments.

. It was noticed in ZPP, Mahbubnagar that out of Rs 13.90 lakh released
(September/November 2008) by the Fisheries Department, a sum of
Rs 8.58 lakh’ along with the entire amount of Rs 39 lakh released
(March 2009) by the Agriculture Department was returned
(March 2009) to the respective departments by the ZPP due to non-
transfer of functionaries.

o Similarly in Krishna district, an amount of Rs 18 lakh was released
(October-December 2008) by  Fisheries  Department towards
implementation of various programmes viz., supply of fish seed to
fishermen and setting up of fish retail outlets etc., and Rs 35.98 lakh
released (March 2009) by Animal Husbandry Department towards
ongoing works. However, the entire amount of Rs 53.98 lakh is lying
with ZPP PD account as unspent balance due to non-transfer of
functionaries.

2.1.6.5 Releases and utilisation of NFFWP

Mahbubnagar was one of the Districts identified for implementation of
National Food for Work Programme (NFFWP), a cent percent centrally
sponsored Scheme with an objective to provide food security for at least
30 days of wage in a financial year.

7 Out of Rs 13.90 lakh released by the Fisheries Department, Rs 8.58 lakh was transferred to
Fisheries Department, Rs 1.25 lakh was released to ST Fishermen Co-operative society and
the balance of Rs 4.07 lakh was lying unspent with ZPP.
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Under the Programme, a five year perspective plan for the district duly
covering blocks (Mandals) and GPs was required to be prepared considering
the following aspects.

. The works with material and wage component of 40:60 ratio were only
to be taken up.

° The works prescribed were water conservation, land development of
below poverty line (BPL) families (SC&ST), drought proofing and
aforestation, irrigation canal, M I Tank, flood control work etc.

. The GOI allowed the State Government to change the priorities as per
the local requirement. Accordingly, the State Government permitted
the utilisation of 75 per cent of the resources on the above works and
remaining 25 per cent for road connectivity works in SC, ST colonies.

As per the GOI guidelines, the grant released is towards plan
expenditure and no deviation from the NFFWP guidelines is
permissible. When there was no requirement of funds for creation of
wage employment, the funds were to be surrendered to the GOI for
utilisation elsewhere.

In contravention of the above specific guidelines, following deviations were
noticed.

o Based on the orders of District Collector, construction of the following
hostel buildings was taken up during 2004-09 by diversion of NFFWP
funds. Details of releases in this regard are as shown in the
Table 2.5 below:

Table 2.5: Details of NFFWP funds released towards construction of hostel buildings

(Rupees in lakh)

S.No | Name of the Division Number of hostel buildings | Amount released

to be constructed

1 E.E., PR, Nagar Kurnool 8 192.06
2 E.E., PR, Mahbubnagar 5 87.30
3 E.E., PR, Narayanapet 6 104.76
4. E.E., PR, Wanaparthy 1 19.40
Total 20 403.52

Audit, however, noticed that the District Collector, in support of the
above expenditure, issued (December 2005) an incorrect Utilisation
Certificate stating that there were no diversion of funds and works
were executed as per the priority laid down in the Perspective plan.

The District Collector attributed the diversion to sufficient rainfall in
that particular year.

The purpose of funds was to undertake construction of assets in
drought prone area such as irrigation works etc. Incidence of rainfall in
a particular year should not have been taken as plea to divert the funds
to other ineligible works. Rainfall does not occur throughout the year.
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Specific works could have been carried out during non-agricultural
seasons.

° Based on the orders of the District Collector, the ZPP released
Rupees three crore during 2004-2006 to Executive Engineer, RWS
Divisions® towards purchase of pipes for laying of drinking water pipe

lines, which should have also been financed from State Government
funds.

. Rupees four crore was paid (August 2005) as reimbursable advance to
the Project Director, DWMA towards implementation of RIDF-X" and
CLDP', out of which Rs 70 lakh only was refunded (December 2005)
and the balance amount of Rs 3.30 crore was not refunded as of
September 2009.

. Consequent on introduction of National Rural Employment Guarantee
Scheme (NREGS), GOI directed all the states to transfer unutilised
balances available under NFFWP as on 1 April 2006 to NREGS
account. When there were no committed liabilities pending against the
available funds, the unspent balances were to be transferred to the
NREGS. However the unspent balances detailed in Table 2.6 were
lying in the accounts of ZPP and divisions as of December 20009.

Table 2.6: Details of unspent balances of NFFW scheme funds
(Rupees in lakh)

Name of the unit | Year from which the unspent balances lying with the | Amount
units

CEO, ZPP 2005-06 13.40

PR Divisions'' 2005-06 47.38

Total 60.78

2.1.6.6  Diversion of TFC grant

GOI releases Finance Commission grants to PRIs for implementation of
various programmes in rural areas. As per Twelfth Finance Commission
(TFC) grants guidelines, grants released by the GOI are to be mandatorily
transferred by the States to PRIs for improving their service delivery in respect
of water supply and sanitation. The PRIs were also to be encouraged to take
over the assets of water supply and sanitation and utilise the grants for
repairs/rejuvenation as Operating and Maintenance (O&M) costs.

Scrutiny of records of test checked districts revealed that based on the orders
of the State Government, ZPPs diverted (2006-07 and 2008-09) an amount of
Rs 17.58 crore towards matching share for construction of ISLs under

8 E.E., RWS, Gadwal — Rs 42.25 lakh; E.E., RWS, Mahbubnagar- Rs 156.80 lakh; E.E., RWS,
Nagarkurnool- Rs 101.36 lakh.

? Rural Infrastructure Development Programme, which is not a permissible item of work.

' Community Local Development Programme.

" E.E, PR Mahbubnagar Rs 20.41 lakh, E.E., RWS, Gadwal Rs0.60 lakh, E.E., PR,
Narayanpet Rs 11.92 lakh, E.E., RWS, Nagarkurnool Rs 14.45 lakh.
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INDIRAMMA houses which should have been financed by the State
Government. Details are given in Table 2.7 below:

Table 2.7: Details of TFC funds diverted to INDIRAMMA programme

(Rupees in crore)

Name of the | GOI Releases towards | Diversion towards ISLs of
PP sanitation  (2005-06 to | INDIRAMMA houses by CEO"’ during
2008-09)"* 2006-07 to 2008-09
Mahbubnagar 14 5.85 DM, AP State Housing Corpn
3.85 -do-
Krishna 14
7.88 SE, RWS
Total 28 17.58

Thus due to diversion of TFC grants for construction of ISLs under
INDIRAMMA houses, the PRIs concerned were deprived of utilising the
funds for improving the sanitation facilities in ZPP schools and other
sanitation works.

2.1.6.7

Scrutiny of records of test checked ZPPs revealed that the funds released
under State Finance Commission (SFC) and Education Contingent Grant by
the Government were not utilized but locked up for over three to five years as
detailed below:

Locking up of funds

Item/Subject Audit findings

SFC grant In ZPP Krishna, SFC funds of Rs 55.44 lakh released (June 2003) for
construction of ZPP school toilets were lying in ZPP General funds without

being utilised for the intended purpose as of November 2009.

Similarly, in ZPP, Mahbubnagar, out of the total amount of Rs 1.98 crore
released (June 2003) under SFC by the Commissioner, PR&RE for
construction of ZPP school toilets, a sum of Rs 1.21 crore was utilised
towards construction of 3015 school toilets and the remaining amount of
Rs 77 lakh remained unspent without being utilised for intended purpose.

Education
Contingent
Grant

Grants-in-aid for education contingency and maintenance grant are released
by the Government every year to provide basic amenities like electricity,
water, stationery, furniture repairs and for maintenance of school buildings.

During 2005-06 to 2008-09, Government released an amount of
Rs 88.02 lakh to ZPP, Krishna out of which, a sum of Rs 46.22 lakh was
utilized during the period leaving an unutilised balance of Rs 41.80 lakh to
the end of March 2009.

2.1.6.8

ZPPs possess certain properties through which they generate revenue in the
form of rents/lease etc. Scrutiny of records of test checked PRIs revealed that
they sustained losses in generation of revenue due to poor monitoring. Details
are as follows.

Loss of revenue on ZPPs properties

2 Rupees two crore during 2005-06 and Rupees four crore during each financial year from
2006-07 to 2008-09.
" Based on State Government orders (April 2006).
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Item/Subject

Audit findings

Loss of revenue due
to non-enhancement
of rent

The Mandal Parishad Development Officer, Wanaparthy in
Mahbubnagar leased out (September 1994) their building with plinth
area of 195.25Sq.Mts (including first floor) along with land
measuring 1703.435 Sq. Mts to Doordarshan Relay Centre, Wanaparty
for a monthly rent of Rs 7425 with a term of five years.

As per Government orders (December 1971), rent was to be enhanced
@ 33.3 per cent every five years. As no provision was made in the
lease agreement for periodical enhancement, lease agreement was not
renewed so far. As a result MPP sustained a loss of Rs 4.95 lakh'* due
to non-enhancement of rent.

MPP buildings
occupied by the
Government
departments without
entering into lease
agreement

In Faroognagar MPP of Mahbubnagar district, there were eight staff
quarters existing in MPP premises and these buildings were occupied
from three to ten years (2000) by the Government departments for
accommodating Government offices for which neither the permission
of MPP General Body nor the approval of Government was obtained.
Failure of MPP to fix rent besides entering to lease agreement resulted
in loss of revenue to PRI.

2.1.6.9 Shortfall in sectoral allocation/utilisation of ZPP funds

Government prescribed fixed percentages for each sector for utilisation of
ZPPs and MPPs General Funds allocated to them. Accordingly, 35 per cent of
General Fund is to be utilised towards upgradation, maintenance and
restoration of existing assets, 15 per cent towards welfare of SC, 6 per cent
towards ST and 15 per cent for Women and Child Welfare and 9 per cent
towards drinking water. The following shortfalls were noticed in utilization of
funds by the ZPPs / MPPs of Mahbubnagar and Krishna.

Item/Subject

Audit findings

Maintenance works

ZPPs are required to plan the maintenance works with reference to
their annual allocation so that the funds earmarked could be put to
optimum utilisation. As against the total amount of Rs 11.59 crore in
respect of ZPP Krishna to be earmarked for maintenance of works
during 2004-05 to 2008-09, a sum of Rs 3.44 crore (30 per cent) was
only utilised for the purpose leaving a balance of Rs 8.15 crore in the
ZPP General Funds indicating poor planning of maintenance works.

Funds earmarked for
SC and ST

ZPPs:

One-third of earmarked funds in respect of SC and ST is to be
transferred to SC/ST Finance Corporations and balance Two-thirds
of the earmarked funds was to be spent by the ZPP and the unspent
balance at the end of year was to be transferred to SC/ST Finance
Corporations.

During 2004-09, ZPP Mahbubnagar earmarked a sum of
Rs 3.32 crore and Rs 1.33 crore for SC and ST respectively. Out of
the earmarked amounts, Rs 1.11 crore and Rs 44 lakh (one-third)
were transferred to SC/ST Finance Corporations and in respect of
two-third portion of Rs2.21 crore and Rs 0.89 crore, a sum of
Rs 1.62 crore and Rs 79 lakh were spent on schemes benefiting SC
and ST respectively. The cumulative balances of Rs 1.10 crore” and

' Rent to be enhanced @33.3 per cent from September 1999 @ Rs 9900 and Rs 13200 from
September 2004 = 1386000 minus 891000 so far collected @ Rs 7425.
15 unspent balance as 0f2003-04 Rs 0.51 crore + Rs 0.59 crore as on 2004-09.
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Rs 36 lakh'™ available at the end of March 2009 in General Funds
were not transferred to respective Corporations.

During 2004-09, ZPP Krishna earmarked a sum of Rs 4.97 crore and
Rs 1.99 crore for SC and ST respectively. One-third portion of
earmarked funds amounting to Rs 1.52 crore and Rs 61 lakh were
transferred to SC/ST corporations and in respect of two-third portion
of Rs 3.45 crore and Rs 1.38 crore, amounts of Rs 3.55 crore and
Rs 1.32 crore were spent on schemes benefiting SC and ST
respectively. Thus, a sum of Rs 10 lakh was spent in excess of
amount earmarked for SC. In respect of ST, a sum of
Rupees six lakh remained unspent to the end of March 2009 was not
transferred to Corporation concerned. Due to non-transfer of ST
earmarked funds, works relating to the welfare of ST community
could not be executed to that extent.

MPPs

In four out of 15 MPPs test checked, it was noticed that during
2004-09 amounts of Rs26.10lakh and Rs 10.451akh were
earmarked for SC and ST and out of which Rs 8.28 lakh and
Rs 3.10 lakh were transferred to Corporations. Unspent balances of
Rs 17.82 lakh and Rs 7.35 lakh remained in General funds to the end
of March 2009 as detailed below.

(Rupees in lakh)
Name of the 15 per cent Amount utilised Unspent
Mandal allocation including balance to the
during 2004-09 amount end of March
transferred to 2009
SC/ST
Corporations
during 2004-09
SC ST SC ST SC ST
Wanaparthy 4.09 1.64 | 2.10 1.09 1.99 | 0.55
Thimmajipet 2.57 1.03 | 0.98 0.55 1.59 | 0.48
Boothpur 5.52 221 | 434 0.66 1.18 | 1.55
Koilkonda 13.92 5.57 | 0.86 0.80 | 13.06 | 4.77
Total | 26.10 10.45 | 8.28 3.10 | 17.82 | 7.35

Funds earmarked for
W& CW

Funds earmarked for Women and Child welfare are to be spent by
the ZPP and unspent balances if any at the end of financial year are
to be transferred to Andhra Pradesh Women Finance Corporation
(APWEFC).

During 2004-09, ZPP Mahbubnagar earmarked a sum of
Rs 3.32 crore for Women and Child welfare and utilised
Rs 1.90 crore (57 per cent). Unspent balance of Rs 2.77crore'’” was
not transferred to APWFC.

Similarly, ZPP Krishna earmarked a sum of Rs4.97 crore during
2004-09 of which Rs 3.12 crore (63 per cent) was utilised. Unspent
balance of Rs 1.85 crore was not transferred to APWFC.

MPPs

Further, it was noticed that, 15 per cent Women and Child welfare
earmarked funds amounting to Rs 94.77 lakh in respect of MPPs in
Krishna were lapsed (April 2004) by the Treasury in accordance with

16unspent balance as of 2003-04 Rs 0.26 crore + Rs 0.10 crore as on 2004-09.
17unspent balance as of 2003-04 Rs 1.35 crore + Rs 1.42 crore of 2004-09.
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zero-based budget introduced (April 2000) by the Government.
However, the Government directed (February 2005) all the PRIs to
submit re-validation proposals for the non-lapsable deposits lapsed
by the Government. Accordingly ZPP, Krishna, submitted
(March 2005) proposals to CPR&RE for revalidation of amounts
lapsed during 2001-02 to 2003-04. However, the lapsed amounts
were yet to be revalidated by the Government as of November 2009.

In Mahbubnagar, four (Wanaparthy, Thimmajipet, Boothpur and
Koilkonda) out of 15 test checked MPPs records revealed that a sum
of Rs 1.80 lakh (seven per cent) was only utilised as against
allocated amount of Rs 26.10 lakh towards Women and Child
welfare and unspent balance of Rs 24.30 lakh was not transferred to
APWEFC.

Thus, non-transfer of funds to the APWFC resulted in defeating the
objective of utilizing the funds for the welfare of women and

children.
Drinking Water In MPP Koilkonda of Mahbubnagar district, out of Rs 8.35 lakh
Supply earmarked for drinking water, a sum of Rs 1.02lakh was only

utilised (12 per cent) leaving the balance amount of Rs 7.33 lakh
remaining in General Fund to the end of March 2009.

Understatement of In ZPP, Mahbubnagar, it was noticed that the balance in ZPP
cash balances due to | General Fund was understated by Rs46.521akh due to non-
non-cancellation of cancellation of unencashed cheques. As a result of understating the
unencashed cheques general revenues, sectoral allocations viz., SC, ST and Women and
Child welfare etc., were short allocated.

2.1.6.10 Non-collection of pension contributions from
non-provincialised employees

As per Government orders issued in September 2002, pension contribution
@ 9.5 per cent of maximum time scale of pay of the post was to be deducted
from the pay bills of the non-provincialised employees and the deducted
amount transferred to the ZPP General Fund for payment of pensions.

It was observed that:

o In ZPP, Mahbubnagar a sum of Rs1.29crore paid towards
non-provincialised pension during 2006-07 and 2007-08 was met from
ZPP General Fund. However, no demand was raised as of
September 2009 for the amounts to be collected from non-
provincialised employees for the period 2004-05 to 2008-09.

. Similarly a sum of Rs 11.32 crore was paid towards non-provincialised
employees in ZPP Krishna during 2004-05 to 2008-09. As against the
demand of Rs 1.15 crore raised for the period 2004-05 to 2009-10
(upto October 2009) by ZPP, a sum of Rs 22 lakh was only collected
towards pension contributions leaving a balance of Rs 93 lakh
remaining uncollected.

Thus, due to non-observance of provisions, the PRIs had to bear huge financial
burden towards non-provincialised pension payments from their General
Funds.
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2.1.6.11 Sand auction proceeds

As per Government orders (February 2000), all the GPs have the right to
auction the potential sand bearing area within their jurisdiction through public
auction. The auction cum tender proceedings is to be finalised by the District
Committee where the Chairperson of the ZPP is also a member of the
Committee. District Panchayat Officer (DPO) was the executive authority for
conducting auctions.

After finalisation of tenders, 25 per cent of the bid amount was to be remitted
to ZPP General Fund and remaining 75 per cent to be remitted within a week
after entering into agreement. The amount realized through sand auction is to
be apportioned among the ZPP, MPPs and GPs concerned in the ratio
25:50:25 on quarterly basis in accordance with rules framed under the above
provisions.

Scrutiny of records of ZPP Krishna revealed the following:

. Due to non-participation in auction proceedings, ZPP was not aware of
the number of reaches for which auction was conducted and whether
all amounts realised were remitted into ZPP account towards sand
auction for period covered under review.

. As a result, the DPO deposited the auction amount of Rs 1.31 crore
unauthorisedly in Savings bank without being remitted to ZPP account
and subsequently misappropriated the amount. ZPP was unaware till a
disciplinary action was initiated (July 2009) against DPO by the
Government.

. While apportioning 25 per cent of GPs share, the Deputy CEO, ZPP
drew an amount of Rs 1.60 crore from the ZPP PD account and parked
(May 2009) temporarily in a private bank (Axis Bank) for three
months without remitting immediately to the accounts of GPs
concerned.

2.1.6.12 Non-remittance of penalty from illegal transporters of sand

It was noticed from the records of ZPP Mahbubnagar that an amount of
Rs 21.26 lakh collected towards penalty from the illegal transporters of sand
was lying in the Saving Bank Account opened in Nationalised bank without
being remitted to ZPP General Fund.

2.1.6.13 Non-release of SGRY funds to GP sector

According to SGRY scheme guidelines, the funds were to be apportioned in
the ratio 50:30:20 among Village Panchayat, Intermediate Panchayat and
District Panchayat. Food grains were to be given as a part of wages to the rural
poor at the rate of 5 kg per manday and the balance to be paid in cash. The
State Government can give rice more than 5 kg subject to 25 per cent of the
wages being paid in cash.

The objective behind the allocation of 50 per cent to GPs was to generate
supplementary wage employment besides creation of demand driven
community village infrastructure to enable the rural poor to increase
opportunities for sustained employment.
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In ZPP Mahbubnagar, it was noticed that the Government released (May and
August 2006) an amount of Rs 1.40 crore to ZPP towards GP share. However
the same was not released to GPs. A sum of Rs 1.27 crore was diverted to
MPPs in lieu of rice due to non-release of rice by the Government and the
balance amount was also not released to GPs.

Due to non release of funds to GPs, the very objective of generating wage
employment was not achieved besides the durable assets also not being

created.

2.1.6.14 Non-adjustment of advances

Scrutiny of records of the following units revealed that the advances paid to

Rs 34.58 lakh agencies were not adjusted / reimbursed even after lapse of three to five years
remained as detailed in Table 2.8 below:
unadjusted Table 2.8: Details of advances pending adjustment/reimbursement
(Rupees in lakh)
q To whom the advance Amount Date of
Source from which
S.No. . was made and the of payment of Remarks
advance was paid
purpose advance advance

1. SGRY, E.E., PR, | Paid to Asst. Engineer 2.00 | April 2008 Rs 0.97 lakh was

Narayanpet (A.E) as work advance adjusted and
towards construction of Rs 1.03 lakh was yet to
building at Atmakur be adjusted.

2. Calamity Relief | Paid as work advances to 17.22 | April 2004 Rs 8.34 lakh was
Fund, E.E., RWS, | AEs in the division adjusted (June 2009)
Mahbubnagar towards execution of and the balance of

calamity relief works Rs 8.88 lakh was yet to
be adjusted.

3. Total Sanitation | Paid as work advances to 13.90 | June 2003- | Rs 7.92 lakh was
Campaign, E.E., | sub-divisions towards March 2006 | adjusted and the
RWS, Mahbubnagar | execution of sanitation balance of Rs 5.98 lakh

works was yet to be adjusted.

4. Total Sanitation | Paid as work advances to 1.60 | March 2008 | Entire amount remained
Campaign / SFC | A.E., RWS, Nuzvid to be adjusted.
grant, EE., RWS, | towards sanitation works
Vijayawada

5. ZPP General Fund, | Two MPPs (Panagal and 7.45 | August The diverted amount
Mahbubnagar Midjil) towards meeting 2004  and | was not reimbursed due

ZPTC elections July 2007 to  non-release of
election grant by the
Government.

6 SGRY Funds, | Andhra Pradesh Civil 2.68 | April 2007 Due to non-

Krishna Supplies Corporation, reimbursement of
Vijayawada towards advance, the amount
additional transportation remained to be adjusted
charges of rice from to NREGS.

Pedakakani of Guntur
district to MLS point in
Krishna District.

7 Penalty amount | District Collector towards 6.96 | June 2006 The amount is yet to
collected by ZPP, | Chief Minister visit . reimbursed as of
Krishna from illegal September 2009.
transporters of sand

Total 51.81
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2.1.6.15 Retention of unspent balances of schemes not in operation

The unspent balances relating to closed schemes should either be surrendered
to the sanctioning authority concerned or to be utilised according to the
directions issued in that regard. However the unspent balances lying since long
time in the accounts of the following units were not surrendered despite

closure of respective schemes.

Item / Subject

Audit findings

EAS/1JRY

Consequent on introduction of Sampoorna Grameena Rozgar Yojana
(SGRY) in 2001, Employment Assurance Scheme (EAS) and Integrated
Jawahar Rozgar Yojana (IJRY) schemes were closed with the instructions
of GOI to transfer the unspent balances lying in EAS/IJRY scheme
accounts to SGRY. In ZPP Mahbubnagar, it was noticed that a sum of
Rs 1.76 crore being the interest accrued under EAS/IJRY was released
(April 2007 to March 2009) for execution of works in accordance with
EAS guidelines by the time of which GOI closed (March 2006) even the
SGRY and directed to transfer the funds along with incomplete works to
NREGS.

SGRY

GOI launched SGRY scheme in September 2001 and closed in
March 2006. While closing the scheme GOI directed that the unspent
balances lying in SGRY account should be transferred to the Project
Director, District Water Management Agency (DWMA) for
implementation of NREGS.

In ZPP Mahbubnagar, a sum of Rs 92.14 lakh was lying in the saving bank
account to the end of March 2009 without being transferred to NREGS
implementing authority.

JRY Funds

In ZPP Krishna, a sum of Rupees seven lakh relating to unspent balance of
Jawahar Rozgar Yozana was taken to General Fund receipt during 2004-05
instead of remitting the unutilised amount to GOI account.

RLEGP/NREP
funds

The unspent balances of Rs 3.67 lakh pertaining to Rural Landless
Employment Guarantee Programme (RLEGP)/National Rural Employment
Programme(NREP) were lying (July 2004) in the accounts of ZPP,
Mahbubnagar without being surrendered to the GOIL Similarly an amount
of Rs2.92 lakh lying with E.E., P.R., Gadwal (Mahbubnagar) was also
pending to be surrendered.

Non-remittance
of unspent
balances of
closed schemes
lying in bank
accounts

Scrutiny of records pertaining to operation of bank accounts by E.E., RWS,
Vijayawada revealed that an amount of Rs 42.95 lakh relating to closed
schemes was lying in 20 Saving bank accounts to the end of March 2005.
The updated cash books and pass books were not furnished to audit for
verification.

Idling of funds has resulted in their not being effectively utilised.

2.1.6.16 Non-reimbursement of funds

PF Interest

In accordance with the Government orders (July 1984), claims for

reimbursement of interest credited to individual PF accounts of

employees of Panchayat Raj department were required to be preferred

by ZPPs to the Government every year through State Audit Department

after the interest is credited in the month of May every year.

e 7ZPP Mahbubnagar preferred claim of interest dues of Rs 6.09 crore
for 2006-07 in May 2008 with a delay of one year and claim for
2007-08 for Rs 7.12 crore was preferred in November 2008 with a
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delay of 5 months. These amounts were not yet reimbursed by the
Government. The claim for reimbursement of interest for 2008-09
was not yet preferred as of September 2009.

e In ZPP Krishna, despite the claims being preferred every year from
2004-05 to 2008-09 for reimbursement of interest amount for

towards PF .

interest, Rs 42.20 crore, so far no .proposals were submitted to the

honorarium Government by the State Audit.

to the elected | Honorarium paid The two test checked ZPPs did not claim any reimbursement from the

members to the elected Government for the amount of Rs1.03 crore (Mahbubnagar

etc., were not | members of ZPP Rs 81.91 lakh  and  Krishna  Rs20.83 lakh) paid towards

reimbursed Honorarium/TA/DA of elected members out of their ZPP General Fund

by the concerned.

Government Social Security The Government extended (January 2003) the benefit of Social Security
cum Booster cum Booster Scheme to the employees of Panchayat Raj institutions on
Scheme reimbursement basis according to which an incentive at the rate of

Rs 20000 is paid to the nominees of the deceased employees.

In Mahbubnagar, a sum of Rs 1.12 lakh was paid (2004-05) from ZPP
General Fund and subsequently released (February2006) by the
Government but the amount was not adjusted to ZPP PD account due to
non release of Budget authorisation by the Director of Treasuries and
Accounts, Hyderabad. Further, claims for reimbursement of
Rs 1.55 lakh and Rs 1.40 lakh for 2006-07 and 2007-08 were preferred
in May 2008 and December 2008 respectively but the amounts were not
reimbursed so far.

In Krishna, an amount of Rs 3.02 lakh was due for payment in 2005-06
to the legal heirs of deceased employees. Although the Government
sanctioned (August 2007) the amount, the same was not adjusted due to
non-release of budget authorisation by the Director of Treasuries and
Accounts, Hyderabad.

Non-repayment
of HBA loan
amounting to
Rs 1.91 crore to
the Government
by ZPPs

2.1.6.17 Non-repayment of HBA loan amount and interest to the
Government

ZPPs sanction House Building Advances (HBA) to the eligible provincialised
non-teaching employees of ZPPs and MPPs in the district from the amounts
released from time to time by the Government. For repayment of
principal/interest of the loan to the Government by the ZPP every year as per
the Government Order (December 1989), recovery towards principal/interest
of HBA paid to the employees has to be effected by the ZPP regularly. The
following deficiencies were observed by audit.

. In ZPP Mahbubnagar, no records were maintained by ZPP with regard
to recovery of advances from staff and repayment of loan installments
to the Government. However, as verified from HBA cash book and
related correspondence files, a sum of Rs 78.75 lakh was released
(1989-90 to 2003-04) to ZPP against which a sum of Rs 1.18 crore
(principal of Rs 76.95 lakh and interest Rs 40.89 lakh) was pending to
be remitted to the Government to the end of March 2009.

. In ZPP Krishna as against the principal of Rs 1.29 crore and
Rs 0.67 crore of interest due (March 2009) to be remitted to the
Government, a sum of Rs 1.20 crore towards principal and Rs 3 lakh of
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interest was remitted leaving Rs 73 lakh (principal Rs nine lakh +
interest Rs 64 lakh) yet to be refunded to the Government.

. It was observed that inspite of specific instructions from Government
to invest the recoveries effected from employees in short term fixed
deposits so as to earn interest, HBA recoveries were kept in
PD account of treasury by both the ZPPs. As a result, there was loss of
interest on the recovered amount which could have been utilised for
the purpose of repayment of HBA.

. As per HBA rules, the employees who constructed their houses with
the assistance of HBA have to insure the property till the loan amount
is fully repaid together with interest. However, in both the ZPPs,
insurance policies were not obtained from the HBA beneficiaries.

2.1.6.18 ZPP revenues not remitted by the Panchayat Raj Engineering
divisions

A sum of Rs 77.19 lakh being ZPP revenues of Krishna recovered (2000-01 to
2002-03) towards petty supervision charges, tools & plant, fines etc., by EE.,
RWS Division, Gudivada was not remitted to ZPP General Fund but utilised
for payment of salaries, which should have been met from the salaries grant
released by the State Government. Similarly an amount of Rs5.27 lakh
recovered towards above heads by E.E., PR Division, Nuzvid during the above
period was also not transferred to ZPP General Fund, Krishna.

2.1.6.19 Retention of ZPP General Fund in FDRs

ZPP, Mahbubnagar released (May 2001 to July 2003) a sum of Rs 84.37 lakh
to E.E., RWS division Nagarkurnool towards execution of drinking water
projects in the scarcity villages. Of this, an amount of Rs 71.63 lakh was
incurred for different water scarcity work projects and Rs 10 lakh was invested
in fixed deposit from March 2005. An amount of Rs 10.85 lakh was reinvested
(October 2008) along with accumulated interest for a period of 12 months.
The unspent balance was to be refunded to ZPP and retention of General
Funds in fixed deposit was not in order.

2.1.7 Works management

Scrutiny of works sanctioned out of ZPP funds and executed by PREDs during
the period covered by audit i.e., 2004-05 to 2008-09 revealed the following
deficiencies.

2.1.7.1 Incomplete works

Smooth and speedy execution of works depends on:

e  Availability of adequate funds upfront to execute the work
e  Availability of site required for execution of work.

Audit noticed that many of the works taken up by the PREDs either remained
incomplete or not commenced as detailed below:
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Item/Subject

Audit findings

Incomplete
MPP buildings

Mandal Parishad
Building at Amangal
(Village & Mandal) of
Mahbubnagar  district
was sanctioned
(June 2008) by the
State Government
(PR&RD Department)
and Technical Sanction
was accorded
(October 2008) by the
Superintending Engineer, Panchayat Raj, Mahbubnagar for an estimated
cost of Rs 50 lakh. The work was entrusted (February 2009) to the
contractor for Rs 45.36 lakh i.e., at 2.55 per cent less than the estimated
rates. Time allowed for completion of the work was six months i.e., the
work was to be completed by August 2009.

The basic lapse noticed was that the works were taken up without
ensuring full amount to complete the work. As the amount available was
only 54 per cent, the work was stopped due to lack of funds resulting in
the expenditure of Rs 24.60 lakh incurred on an incomplete asset.

sSopamr DHOS Jodd

Non-
commencement
of works to be
executed with

The following works were sanctioned by the CEO, ZPP Mahbubnagar.
The building works were sanctioned without identifying the site which
is a basic requirement for sanction of the work. Release of funds
without having ready sites resulted in funds remaining idle.

ZPP/BRGF (Rupees in lakh)
funds Nature of works Division Details of | Esti-
entrusted with | sanction mated
execution of cost
works
Eight works relating to | E.E.,PR, May 2005 16.25
construction of Wanaparthy to
community hall, GP September
building, Anganwadi 2007
buildings
36 works under BRGF | E.E., PR, | 2008-09 23.28
Narayanpet
Total 39.53
2.1.7.2 Entrustment/execution of works

The rule provisions were to be adhered by the implementing agencies with
regard to entrustment, execution of works etc.

Scrutiny of the following works revealed various deficiencies in entrustment
of works, execution, payments to contractors etc.

Item/Subject Audit findings
Work entrusted | A5 per Andhra Pradesh Public Works Department code
:v1t(l;out calling  for | «p> code), tenders should be invited for the works valuing
enders

above Rs 20000 and the departmental execution should be
allowed only in case of urgency. When the work is done by a
private contractor, the monitoring with reference to quality and
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quantity of the work executed by him is done by the department.
This control mechanism gets diluted when the work is executed
departmentally.

However, it was observed that District Collector approved
(2008-09) construction of meeting hall in GP building at Nagar
Kurnool under BRGF at an estimated cost of Rs 11.79 lakh.
Instead of calling tenders, the work was entrusted
(January 2009) to the Group leader, Village Development
Committee (VDC) for Rs 11.79 lakh. As against the stipulated
period of three months (April 2009) for completion, the
Committee completed only 51 percent of the work till
October 2009 resulting in the expenditure of Rupees six lakh so
far incurred on construction of meeting hall blocked.

On this being pointed out, MPDO stated that the entrustment of
the work to the Group leader was permissible under BRGF.

However, the reply is not acceptable as no exemption has been
provided that the works above Rs 20000 could be awarded to the
Group leader.

Undue benefit to the
contractor due to
entrustment of work
on nomination basis

The work relating to ‘Rebuilding and upgradation of the road
from Palakayatippa to seashore’ for evacuation of the Tsunami
victims was proposed (February 2004) at an estimated cost of
Rs 1.23 crore. The proposal was sanctioned (March 2005) by the
District Collector, Krishna District to be executed with the
Natural Calamities Fund, SGRY special component rice and
deposits amount and entrusted (May 2005) to M/s Navayuga
Engineering Company Limited, Visakhapatnam on nomination
basis with a stipulation to complete in five months
(October 2005). In this connection, the following was observed.

e Though the item was an area of concern, the same was
sanctioned in March 2005 despite proposing in February
2004 (with a delay of 13 months) for which no specific
reasons were on record.

e The work was not completed within the scheduled time
(October 2005) and extended upto February 2006. Thus the
objective of completion of work within schedule time by
entrusting to contractor on nomination basis was also not
fulfilled. Entrustment of work on nomination violates
Article 14 (Equality before law) and 16 (equality of
opportunity in matters of public employment) of the
constitution.

Purchase of furniture
without calling for
quotations

Without calling for quotations, the Executive Engineer, PR
Division, Nagarkurnool purchased furniture worth Rs 9.32 lakh
from SFC grant for PR Guest House. Out of the total purchases,
the furniture worth Rs 5.19 lakh was procured (September-
December 2007) from a contractor without calling for tenders
and the furniture worth Rs4.13 lakh was procured (May-
October 2007) from local purchasers who were neither
manufacturers nor whole sale dealers.

Further, the income tax amounting to Rs 0.32 lakh was also not
recovered from the contractor.

Thus the purchase of furniture without calling quotations was
not only in violation of codal provisions but also deprived the
other parties the benefit of supplying the material.
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2.1.7.3  Deficiencies in execution of IOC building

In order to accommodate all the Government offices in MPP, Nagar Kurnool
at one place, State Government accorded (July 2003) administrative sanction
for the construction of Integrated Office Complex (IOC) at Nagarkurnool at an
estimated cost of Rs 1.50 crore under Mandal Parishad Office grant. The
work was entrusted (January 2004) to a contractor for a contract value of
Rs 1.69 crore with a stipulation to complete in 12 months i.e. January 2005.

The following deficiencies were noticed in execution of work.

o In addition to the administrative cost of Rs 1.50 crore sanctioned under
Mandal Parishad Office grant, the rice component valuing Rs 40 lakh
under SGRY was also tied up (August 2003) by the District Collector,
Mahbubnagar which was inadmissible.

o As against the stipulated period of 12 months, the work was completed
in April 2007 for which payment was made to the extent of
Rs 1.18 crore till March 2008.

. At the time of award of work, no provision was made for electrical
work. It was only in January 2009, i.e. after long gap of completion of
the building, estimates for the same were approved for Rs 31.50 lakh.
However, the work is yet to be taken up (October 2009).

As a result, the objective of having accommodation by January 2005 remains
unfulfilled as the building was not yet occupied and the expenditure of
Rs 1.18 crore incurred on construction of IOC building remained blocked in
an incomplete asset.

2.1.74 Inadmissible expenditure

The following inadmissible expenditure was noticed while scrutinising the
records pertaining to utilization of ZPP General Funds.

SGRY The Sampoorna Grameena Rojgar Yojana (SGRY) programme was
funds introduced as centrally sponsored scheme on cost sharing basis between the
Centre and State at 75:25 of the cash component and food grains will be
provided by the GOI free of cost.

The primary objective of the SGRY scheme was to provide additional
supplementary wage employment and thereby providing food security and
improving nutritional level to agricultural wage earners, non-agricultural
livelihood wage earner, marginal farmers and the persons affected due to
natural calamity.

The secondary objective was the creation of durable community social and
economic assets viz., schools, kitchen sheds for schools, dispensaries,
community centres, panchayat ghar and other infrastructural developments
in rural areas.

In contrary to the guidelines the following deviations were noticed in the test
checked districts.

e In MPP, Wanaparthy of Mahbubnagar, it was noticed that a shopping
complex was constructed in the office premises with the approval of
CEO, ZPP, Mahbubnagar at a cost of Rs 31.66 lakh which includes
Rs 15.90 lakh under SGRY cash component and Rs 9.76 lakh SGRY
rice component and Rupees six lakh from out of deposits collected from
lease holders of shops.
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e It was seen from the records of E.E., P.R. Division, Nagarkurnool of
Mahbubnagar that a Masjid (Jama-e-Masjid) was constructed (June
2009) at Mannanuru village of Amrabad Mandal based on the approval
of District Collector, Mahbubnagar at an estimated cost of Rs 4.50 lakh
and which includes equal ratio of cash and rice components under
SGRY special component.

e Similarly based on the sanction of District Collector, a Sub-division
office building was constructed at an estimated cost of Rs 16.50 lakh by
E.E, Narayanpet, Mahbubnagar.

e In MPP, Vissannapet of Krishna district, it was noticed that a shopping
complex was constructed at a cost of Rs 5.30 lakh for which
administrative sanction was accorded (March 2005) by the District
Collector and the cost of the building met from SFC and General Fund
amounting to Rs 3.66 lakh and Rs 0.80 lakh respectively and also tied
up with rice component under SGRY special component of
Rs 0.84 lakh.

15 per cent | In spite of specific direction (2002) from the Director of Women and Child
W& CW welfare not to incur any expenditure from W&CW funds towards
earmarked | installation of Biogas plants, the ZPP, Mahbubnagar, spent (September
funds 2005) Rs 3.15 lakh towards individual financial assistance (subsidy).

In ZPP, Krishna, a sum of Rs 25 lakh was paid (2004-05 to 2007-08) to the
DM, NEDCAP'® out of W&CW funds for similar purpose.

Unclaimed | Deposits unclaimed for more than three years were to be lapsed and credited
deposits to Government account. But based on the orders of the District Collector, the
unclaimed deposits amounting to Rs 43.55 lakh were utilised (June 2004 to
April 2007) by the E.E., PR division, Machilipatnam for execution of works.

Execution of works from lapsed deposits without prior sanction of the
Government was irregular.

Purchase Despite ban on purchase of vehicles (1994), based on the orders (March
of vehicle 2005) of the District Collector, ZPP Mahbubnagar purchased (April 2005) a
despite Mahindra Scorpio vehicle at a cost of Rs 7.50 lakh out of the penalty
ban amounts collected from illegal transporters of sand, which should have been
remitted to ZPP general fund.

2.1.8 Asset management
2.1.8.1 Illegal construction of building by the lessee in ZPP land

ZPP Krishna leased out (1975) a vacant agricultural land measuring Acre 2.04
(out of Acre 2.43) at Nandigama village to an individual at an annual rent of
Rs 180 for growing crops and grazing. Lease period was extended up to 2002
by increasing the rent to Rs 1050 per annum, which was further increased to
Rs 1500 per annum.

In order to secure their property, ZPP failed to check periodically the site and
ensure that no constructions were made illegally by the leaseholders. Audit
scrutiny of records revealed the following:

o In April 2002, when ZPP proposed to conduct public auction for lease
of the land, the lessee represented (March 2003) that a building was
constructed and running a school and hostel in the said land. Based on
this the auction was postponed.

*® Non-Conventional Energy Development Corporation of Andhra Pradesh Limited.
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. Finally, the ZPP conducted auction in 2003-04 for which the highest
bid amount of Rs 8000 per annum was received. At this stage, the old
lessee filed a writ petition in the Court seeking relief to assign the land
in question and got stay orders from the Court. While disposing the
petition, the Court directed ZPP to follow the procedure as per law to
get the land vacated without disturbing the possession of land.

° Based on further directions issued by the Court, the leaseholder
represented (February 2009) to the State Government seeking
compensation of Rs 10000 per annum stating that he had no other
livelihood except the land. The Government instructed (August 2009)
the CEO to pay the amount after verifying the rule position. So far,
neither the land was got vacated nor the rent realized.

. Meanwhile 32 other encroachers represented (August 2009) to the ZPP
to assign the part of land adjacent to the above land in their favour as
they constructed houses in the site.

Thus, the failure of ZPP in conducting periodical inspection and renewal of
lease periods for 27 years without conducting auction provided a fertile
ground to the lessee for construction of illegal building in the land. This had
further led to legal complications resulting in the property worth
Rupees three crore being not restored besides non-realisation of rent for the
past six years (2003-09).

2.1.9 Internal control
2.19.1 Non-maintenance of Asset Registers

A Register of Assets in the prescribed format as directed (May 2005) by the
Government was not maintained in both the ZPPs in respect of their properties
which included several residential quarters, shopping complexes besides the
land donated by the donors at the time of up-gradation of upper primary
schools.

The Commissioner/PR&RE and Commissioner and Inspector General of
Registration and Stamps issued (2002) directions to standardize the survey
number adopted by local body offices across the State to facilitate valuation of
the property particulars of lands as well as issuing encumbrance certificates.
Despite this, the ZPPs failed to survey the vacant lands or lands under part
utilization by the local bodies in rural areas, and to establish their right over
the properties held by them and also to avoid possible litigations/
encroachments.

2.1.9.2 Non-preparation/ non-submission of Administrative Reports

As per the provisions of the Andhra Pradesh Panchayat Raj Act 1994, ZPP /
MPP should prepare and submit Administrative Report for the preceding year
to Standing Committee before 30 May every year.

The Administrative Report for the year 2008-09 on the activities of ZPP,
Mahbubnagar was not prepared and placed Dbefore Standing
Committee/General body for submission to Government as of September
2009. Similarly, the consolidated Administrative Reports of the MPPs for the
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period 2004-05 to 2008-09 were also not prepared by the ZPP. As a result,
activities such as co-ordination of plan schemes, approvals of MPP budgets,
resource profile, condition of buildings, new constructions taken up, resources
from remunerative enterprises and report on secondary education results could
not be assessed.

In respect of ZPP Krishna, the annual Administrative Report and consolidated
Report of MPPs for 2008-09 was under preparation.

2193 Statutory Audit

Director, State Audit who is the statutory auditor for PRIs under the
Andhra Pradesh State Audit Act, 1989 conducts cent percent audit of all PRIs
every year. Scrutiny of the reports of the State audit revealed that they focused
mainly on establishment aspects rather than the developmental works
implemented in the districts under the supervision of ZPPs.

Pursuance of their objections was also poor. Objections raised long back
(earliest being 1965 in both ZPPs) were still pending in the records awaiting
settlement.

2.1.10

2.1.10.1 Inspection by Commissioner of PR& RE

Andhra Pradesh Panchayat Raj Officers Delegation of Powers Rules, 2000
stipulate that the CPR&RE shall inspect all ZPPs once in a calendar year and
submit copies of inspection notes for review by the Government. Similarly,
the Secretary to Government, PR&RD is required to conduct inspection under
Chapter 68 of Panchayat Raj Zilla Parishads Functionary Manual.

In both the ZPPs, no inspections were conducted either by the CPR&RE, or
Secretary to Government/PR&RD during the period covered in review.

Monitoring mechanism

2.1.10.2 Inspection of MPPs by CEO

As per chapter 68 of Panchayat Raj Functionary Manual, CEO ZPP should
draw a programme to visit all the MPPs in the District once in a year. In ZPP,
Mahbubnagar there was shortfall in inspection of offices of MPPs as detailed
in Table 2.9 below.

Table 2.9: Details of inspection of MPP offices by ZPP, Mahbubnagar

Year Number of | Number of Shortfall No. of No. of
MPPs to be | MPPs inspected LRs issued | Rectification
inspected by CEO Reports received
2004-05 64 - 64 - 0
2005-06 64 45 19 45 0
2006-07 64 50 14 50 0
2007-08 64 11 53 11 0
2008-09 64 11 53 11 0
Total 320 117 203 117
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It is evident that the coverage of inspection by CEO ZPP was only 37 per cent
during 2004-05 to 2008-09. Out of 117 Inspection Reports issued from
2004-05 to 2008-09, no rectification reports were insisted from MPPs. As a
result, the very objective of bringing about improvement in the performance of
MPPs was defeated.

In ZPP, Krishna, there were no shortfalls in inspection of MPPs (245 Nos.)
and issue of inspection reports by the ZPP. However, rectification reports were
obtained from only 187 MPPs and the remaining 58 rectification reports were
yet to be received from MPPs concerned.

2.1.10.3 Submission of Utilisation Certificates

The ZPPs did not obtain Utilisation Certificates along with expenditure
statements from the executing agencies for the funds released under
SFC/TFC/BRGF as detailed in Table 2.10 below:
Table 2.10: Details of Utilisation Certificates submitted by
ZPP Mahbubnagar and Krishna
(Rupees in lakh)

Name of the | Name of : Total Total value |UCs ygt to be
Period amount of UCs received
ZPP the Grant .
released obtained

Mahbubnagar | SFC 2004-05 to 2008-09 453.30 361.11 92.19
TFC 2005-06 to 2008-09 3134.88 0 3134.88
BRGF 2007-08 to 2008-09 4910.22 2817.22 2093.00

Krishna SFC 2004-05 to 2009-10
(November 2009) 295.50 0 295.50

TF 2005-06 to 2009-10
¢ © o 3099.00 0 3099.00

(November 2009)

Grand Total 11892.90 3178.33 8714.57

Due to failure on the part of ZPP in obtaining UCs, the irregularities in
utilisation of funds of the above schemes could not be ruled out as pointed out
in the preceding paragraphs of 2.1.6.

2.1.11
2.1.11.1

As per Government orders, the District Panchayat Officer shall allocate
3 per cent of revenue from quarrying of sand for sports activities and
distribute the same among the Village, Mandal and District level Sports
authorities in the ratio of 37.5:37.5:25. In Krishna, an amount of
Rs 36.20 crore was realized through sand auction during 2006-07 to 2008-09.
Of this Rs 1.09 crore (3 per cent) to be transferred to sports authority was not
transferred even as of November 2009.

Other points of interest

Non-Allocation of sand auction proceeds to sports activity

2.1.11.2 Non-functioning of wireless sets

The Commissioner, PR&RE directed (May 2003) all ZPPs to establish a
Panchayat Raj wireless grid connecting all MPPs with ZPPs. The expenditure
for the purpose could be met proportionately from general funds of MPP and
ZPP concerned.
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In ZPP, Mahbubnagar, an expenditure of Rs 36.86 lakh was incurred
(July 2004) towards the supply and installation of the equipment and a sum of
Rs 2.65 lakh was paid (November 2007) towards AMC (December 2007 to
November 2008).

However, the wireless sets were not functioning for the past one year for want
of spare parts for which no funds were mobilised so far.

Due to non-functioning of wireless sets, the objective of creating connectivity
among MPPs for overall monitoring their system of working by ZPPs was not
achieved. The expenditure of Rs 36.86 lakh has become unfruitful.

Unnecessary 2.1.11.3 Idle vehicles

:gssil;(lh;:;e " Scrutiny of the records of PR/RWS Divisions of Mahbubnagar and Krishna
during theidle  districts revealed that Diesel Road Roller (DRR) vehicles were not put to use
period of from 2004 onwards due to want of repairs or awaiting condemnation. An
vehicles expenditure of Rs 83.94 lakh was incurred on pay and allowances of the staff
(drivers and cleaners) as detailed below. Special Pay is to be paid to drivers
only when the vehicle is under running condition and put to use. However, it
was observed that Special Pay of Rupees one lakh was paid even when the
DRR vehicle was off the road or proposed for condemnation as detailed in

Table 2.11 below.
Table 2.11: Details of expenditure incurred on Special Pay
(Rupees in lakh)

S.N Name of the Division and Period of Unproductive expenditure

0 D R R Registration Nos non-operation of

DRRs Pay and Special. Pay

allowances

1 E E PR Machilipatnam
D R R No.ADB 6924, AJ 3043, ADB 2004_0%;0 2008- 73.90 0.81
7093, AJ 1750, ADM 8614, ATK 230

2 EE., PR., Vijayawada DRR No BM 2005-06 to 2008-

2117 09 5.23 0.13
3 EE RWS&S, Vijayawada 2007-08 to 2008- 381 0.06
DRR No.AAY 869 09 ’ ’
Total 82.94 1.00
| | 2.1.11.4 Irregular utilization of contractors’ deposits (EMD & FSD)
rreguliar
diversion of As per Government orders, the EEs of PREDs are required to reconcile the
contractors’ balances outstanding in PD account of treasury books and transfer the amounts
deposits relating to works/programmes/schemes/security deposits of contractors to
towards
salaries PAO/APAO concerned.

Rs 3.03 crore However, in contravention of the above orders, it was noticed in the test
checked divisions that an amount of Rs 3.03 crore was diverted towards
salaries and other contingent expenditure and the balance of Rs 16 lakh was
lapsed by the treasury due to introduction of PAO system.

2.1.12 Conclusions

Although DPCs were constituted in Mahbubnagar and Krishna, their
functioning was deficient with regard to preparation and submission of District
Development Plans. Although, ten core functions were transferred to PRIs in

51



Audit Report (Local Bodies) for the year ended 31 March 2009

October 2007, the funds and functionaries were not devolved to PRIs. The
unspent balances of closed scheme funds together with interest were not
surrendered. Shortfalls in sectoral allocations as well as utilisation of ZPP
General funds were noticed. There was lack of proper monitoring in respect of
collection of own revenues. Instances of diversion of scheme funds, unfruitful
expenditure and abandonment of works were noticed. There was delay in
preparation of Annual Accounts. The monitoring was not adequate as the
inspections of MPPs and PREDs at the desired level were not conducted.

2.1.13 Recommendations

> Integrated district development plans should be prepared and approved
by DPC within time frame. It needs to be ensured that they are
incorporated in the State Plan for the financial year.

> Funds and functionaries are to be transferred to PRIs with regard to ten
core functions devolved in 2007.

> There should be periodical inspection of the assets to protect them
against misutilisation.

> Steps should be taken to raise demands for own revenue in time and
collection thereof; obtain the revenues which were to accrue to ZPPs
but retained by PREDs and timely preparation and submission of
claims for reimbursement of dues from the Government.

> Regular inspections and monitoring of ZPPs/MPPs should be
conducted.

The matter was reported to the Government (February 2010); reply had not
been received (October 2010).

52



Chapter Il — Performance Reviews

Highlights

Greater Visakhapatnam Municipal Corporation (GVMC) is entrusted with
the task of providing civic services and infrastructure facilities to the
citizens of Visakhapatnam and its surrounding areas as per the provisions
of the Visakhapatnam Municipal Corporation Act, 1979. For undertaking
the above tasks, GVMC is statutorily empowered to levy and collect tax and
non-tax revenues. But the implementation mechanism suffered from several
deficiencies. Provisions of the Act and the Rules were not adhered to and
statutory provisions were not enforced. Penalties were inadequate to have
deterrent effect. Steps taken for augmentation of revenue from shopping
complexes were found to be inadequate. No effective mechanism was in
place to safeguard the municipal lands. Overall, the legislative intent has
not been translated into effective compliance.

Property tax

[Paragraph 2.2.7.1]

[Paragraph 2.2.7.2]

[Paragraphs 2.2.7.1 & 2.2.7.3]

[Paragraph 2.2.7.3]

[Paragraph 2.2.7.4]
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Advertisement tax

[Paragraph 2.2.8.1]

[Paragraph 2.2.8.4]

Building permissions

[Paragraph 2.2.9.3]
Shopping complexes

[Paragraph 2.2.10]

[Paragraph 2.2.10]

Safeguarding municipal lands

[Paragraph 2.2.11]

The Municipality of Visakhapatnam was constituted in 1858 with an area of
30 Sq Kms and upgraded as Visakhapatnam Municipal Corporation under the
VMC Act No.19 of 1979 with a population of 9.83 lakh covering an area of
111.6 Sq Kms. The Corporation was subsequently upgraded (November 2005)
as Greater Visakhapatnam Municipal Corporation (GVMC) by merging the
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Gajuwaka Municipality and other surrounding Gram Panchayats (32')
covering an area of 533 Sq Kms duly creating six zones for smooth
functioning. The GVMC is entrusted with the task of providing civic amenities
and infrastructure facilities in the city. The present population of GVMC stood
at 14.35 lakh as per 2001 census and the city was divided into 72 political
wards. The Budget of GVMC for the year 2008-09 was Rs 1610 crore
approximately.

2222 Organisational set-up

The Commissioner is the head of the office of GVMC and is vested with
administrative and executive powers under section 119 of HMC Act, 1955
read with VMC Act, 1979. An Additional Commissioner heads each of its
functional wings. The GVMC is divided into six zones for administrative
convenience and Assistant Commissioner heads each zone except Gajuwaka
zone, which is headed by a Zonal Commissioner. The Principal Secretary,
Municipal Administration and Urban Development (MA&UD) Department is
responsible at Government level for overall supervision of the activities of
GVMC including enforcement of the rules framed for administering the Act.

The organogram of the GVMC is as follows.

ORGANIZATION CHART OF
GREATER VISAKHAPATNAM MUNICIPAL CORPORATION

ADDITIONAL COMMISSIONER
(GENERAL)

VIZAG WATER

WATER SUPPLY

ADDITIONAL COMMISSIONER CHIEF ENGINEER
DIRECTOR (FINANCE]
URBAN WORKS WING

COMMUNITY AND SEWERAGE
VIZAG PUBLIC PARKS, DEVELOPMENT EDUCATION Finance Elec_rlnca\
General HEALTH LEISURE AND PUBLIC HEALTH SECTION Wing Division (1) Maintenance
Administration CEMETERIES Division (3)
Sanitation Town Deposits Zonal
Lagal Wings Wing Planning Wing v':r"ﬂ Divisions (6) Projects
ng b
& Division (1)
Advances
Mul:lll::;nﬂa I Estate Wing Wing PROJECTS WING
Secretary Wing|
Medical and D‘F‘r_ajems_a
City
ve[annan

Vital Records
Wing
Food Hygiene
Wing

VPH
Enginearing
Wing

' Madhurawada, Paradesipalem, Kommadi, Bakkanapalem, P.M. Palem, Yendada,
Gudlavanipalem, Adivivarm, Yellapuvanipalem, Vepagunta, Purushothapuram,
Chinnamushidivada, Pulagallipalem, Pendurthi, Laxmipuram, Porlupalem, Narava,
Sathivanipalem, Nagina Narapadu, Vedulla Narava, Gangavaram, E-Marrripalem,
Manthripalem, Lankelapalem, Desapatrunipalem,Duvvada, Aganampudi, K.T. Naidupalem,
Devada, Palavalasa, Chinnipalem, Appikonda.
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The legislative setup of GVMC consists of Mayor followed by Deputy Mayors
who are assisted by Standing Committees followed by Ward Committees and
members.

The functions of GVMC interalia include:

. Watering, scavenging and cleaning of all public streets and places;

o Collection, removal, treatment and disposal of sewage, rubbish and the
preparation of compost manure from such sewage, rubbish etc;

. Construction of drains and drainage works after collecting prescribed

fees from the persons who apply for construction addition or
alterations of a building alongwith the application for sanction;

° Maintenance and cleaning of drains and drainage works;

. Lighting of public buildings, public streets and municipal markets

° Construction, acquisition and maintenance of public markets and
slaughter houses

. Management and maintenance of all municipal water works

For carrying out the above functions, the Corporation was empowered to
impose various taxes and fees on lands and buildings, vehicles,
advertisements, building permissions etc.

In order to monitoring the proper functioning of the Corporation, the State
Government, interalia, may:

o Call for any proceedings of the Corporation, record, correspondence,
plan or other document; furnish any return, statement of account or
statistics;

. Depute any officer to inspect or examine any municipal department,
office, service, work;

. Direct the Corporation or the Commissioner for proper performance of
the duty or to make financial provision for performance of the duty;

. Appoint a person to take action in case of default in performance of its
duty by the Corporation;

° Examine the records of the corporation to satisfy the correctness,

legality, propriety or regularity of any proceeding or order passed by
the Corporation;
. Cancel or suspend resolutions;

223 Audit objectives
The objectives of the performance audit are to assess the adequacy of

. The existing arrangements for levy, collection and accountal of
Property Tax and Advertisement Tax;

. The existing arrangements for according Building Permissions;

. The existing arrangements for safeguarding of the Municipal lands and

open spaces of GVMC and the arrangements for collection of lease
rentals; and

. The existing arrangements for construction and realization of revenue
through Shopping Complexes;
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224 Audit criteria

The following criteria were adopted for the performance audit.

o Relevant provisions of the HMC Act 1955 and the Rules made there
under

. Instructions of Government and the targets set internally;

° Resolutions of the Council;

2.2.5 Scope and methodology of audit

The Performance Audit covered the period from 2004-05 to 2008-09.
However, matters relating to the period subsequent to 2008-09 have also been
included wherever necessary. The records of the head office of GVMC as well
as those of Zonal offices were test checked relating to the five selected areas,
viz., Property Tax, Advertisement Tax, Building Permissions (Town
Planning), Safeguarding of Municipal Lands and Shopping Complexes.

An entry conference was conducted in October 2009 at GVMC;
Visakhapatnam wherein the officers of all the concerned wings of GVMC
including the Zones were present and the methodology being adopted for the
Performance Audit was explained to them. The replies furnished by the
GVMC were taken into account while arriving at the audit conclusions. The
results of the performance audit are presented in the succeeding paragraphs.
During the exit conference conducted in May 2010, the Commissioner agreed
to all the observations made by Audit in the performance review and promised
to take necessary action on the recommendations.

2.2.6 Financial position

Receipt of funds under various sources by GVMC for the years 2004-09 as
certified by the Commissioner and Director of Municipal Administration are
as given in Table 2.12 below.

Table 2.12: Details of funds received by GVMC under various sources
(Rupees in lakh)

No Sources of funds 2004-05 2005-06 2006-07 2007-08 2008-09

1 Taxes

Property tax® 4515.69 5407.67 4864.52 6341.17 7583.87

Vacant Land Tax 54.56 26.33 58.71 542.64 222.77

Advertisement tax 145.06 132.31 104.97 156.78 228.86

Total Tax Revenue 4715.31 5566.31 5028.20 7040.59 8035.50

2 Non-tax Revenue” 622.32 348.46 549.59 336.11 480.07

Assigned Revenue® 3398.47 2750.37 4062.57 5455.84 4069.91

Grand Total 8736.10 8665.14 9640.36 | 12832.54 | 12585.48

@ Includes taxes on Govt Buildings, Service Charges
* Includes user charges, fines and miscellaneous receipts etc.
$ Includes surcharge on stamp duty, entertainment tax assigned.
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The sources of funds and percentage of property tax/advertisement tax of the
total tax receipts of GVMC for the year 2008-09 is depicted through a pie
chart as shown below:

Taxes Rs 8035.50 lakh

Non
Taxes 4%

Vacant Land —/ \— Advt Tax
Tax 3% 3%

AUDIT FINDINGS

A major source of Tax Revenue is the Property Tax (PT). The Planning
Commission also, while floating recommendations under Tenth Five Year
Plan emphasized on the need to:

. Reform the PT and its effective collection so that it becomes a major
source of revenue of ULBs and the collection efficiency reaches the
level of 85 per cent of tax demands, by the end of the Tenth five year
Plan.

. Levy reasonable User Charges by the ULBs, with the objective of
recovery of full cost of operation and management, by the end of the
Tenth five year Plan.

PT is levied and collected on all the residential/ non-residential buildings
under section 197 and 199 of HMC Act, 1955 within the purview of GVMC
based on the built up area of the building. The PT becomes due for payment
every half year as per section 264 of the Act.

22.7.1 Comprehensive database of all assessable properties

Complete and accurate data on all assessable public and private properties
including residential and non-residential properties is a pre-requisite for
raising a proper demand. This has the added benefit of detecting unauthorized
structures.

However, audit noticed that the GVMC did not possess a comprehensive
database of all the assessable properties. The computerized (SOUKARYAM,
an e-Governance project introduced in 2000) database available in GVMC was
based on the manual data maintained by the Bill Collectors in the Registers,
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which was neither reviewed periodically nor certified by any higher authorities
concerned. Hence, the data available and maintained was inadequate. A
system of according prior permissions for construction of buildings is already
in place in the Town Planning Wing. Such information could have served as
an effective aid for creating centralized database for PT. Only illegal
constructions, i.e., constructions made without approved building permits,
would not have found place in the database. However, the information
available in Town Planning wing was not utilized by PT wing and there was
no coordination between the wings of ‘Town Planning’ and the ‘PT’ in this
regard.

Due to non-availability of comprehensive database, the collection of property
tax suffered from the following deficiencies.

House numbers were not indicated in respect of 1841 properties and in
the absence of which it was not clear as to how the half yearly demand
statements were dispatched to the assesses concerned. Similarly, a
single assessment number was assigned to more than one property
indicating deficiencies in the system of assessment leading to various
complications such as issue of demand to a wrong person, improper
display of dues in the website, difficulties in cross checking the
identification of beneficiaries for issue of voter identity card, ration
cards etc.

. In respect of 273 assessed units the basic requirement of the plinth area
constructed was not indicated in the assessment. In the absence of this
vital information, the regular periodical revision of PT would be
affected as the demand is calculated and notices generated based on
this criteria.

. It was verified from the records that even though assessment numbers
were assigned in case of 3048 properties, PT demand was not raised
and collected without indicating the reasons in this regard.

o Assessment of PT was to be made based on the nature of property and
it was the responsibility of Revenue Wing to conduct regular
inspections to check the changes in the status of buildings. In respect
of certain test checked properties (being utilized for schools), it was
observed that assessments were made under residential category
instead of categorizing under Public utilities (Office Complex, Public
and Private Offices, Hospitals, Nursing Homes, Banks, Educational
Institutions, Hostels etc.) resulting loss of revenue to the extent of
Rs 49,204 per annum (Appendix-3) .

Delayed GIS Survey

The GVMC decided (April 2008) to entrust the private agencies the work
relating to conduct of Geographical Information Survey (GIS) of all the
properties from the JNNURM funds with an estimated cost of
Rupees three crore. The scope of the work taken up includes:

. Property survey plus developing numbering system and fixing the
number plates including integration of the data and training,
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o Survey and GIS based mapping of electrical network,

o Supply of GIS application software,

. Data integration and drawing of GVMC network data as Electrical,
Roads, Sewerage Network etc.,

. GIS Software customization and development,

. Supply and installation of IBM server and Storage Area Network (SAN),

. Supply and installation of Oracle spatial and DB 10G enterprise edition
and

. AMC for entire project after one year of warranty period.

Though the tenders were finalized in September 2008, the GVMC entrusted
work to the contractor (M/s Xinthe Technologies Pvt Ltd) in October 2009
with a stipulation to complete the work within 18 months from the date of
entering into agreement. The delay in entrustment was due to non receipt of
approval from the State Government. Thus the delay in entrustment of work
has adverse implications of not bringing all the assessable properties under the
tax net.

The present system is cumbersome as the task of assessment of PT and raising
of demand rests with GVMC. The procedure could have been simplified by
evolving a fair and transparent formula for self-assessment by the property
owner and periodic payment by them. Relieved of this arduous task, the staff
of GVMC could have been better utilized for the purpose of undertaking
sample checks of Property Tax returns so submitted. Incidentally it is relevant
to point out here that such a system had already been adopted (99-2000) by the
GHMC wherein the collections showed an increasing trend (67 per cent in
98-99 to 75 per cent in 99-2000).

2.2.7.2 Raising of demand

As per Rule 7 (5) of the Rules framed under the HMC Act, revision of PT
once in five years is mandatory. This was also reiterated (November 2001) by
the State Cabinet. When GVMC issued notification for enhancement of rates
during October 2007, the State Government directed not to revise the rates. As
such there was no revision in the rates of PT from 1994 onwards (15 years) in
respect of residential buildings whereas 50 per cent increase was noticed in
case of non-residential buildings. This intervention of the State Government
was an infringement on the autonomy of the Local Body and also
contradictory to the recommendations of the Planning Commission.

Even after upgradation, GVMC did not revise the rates at least on par with
rates prevailing in the surrounding municipalities, which were subsequently
merged with GVMC. The existing rates (annual rental values and PT rates)
prevailing in the areas of former Visakhapatnam Municipal Corporation are
much less than the rates in Zone 5 i.e. the erstwhile Gajuwaka municipality,
where the rates were revised in 2002. The Table 2.13 below illustrates the
differences:
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Table 2.13: Details of variation in rates of PT

(Rupees per Sq.mtr)
Posh Multi Storied Buildings | Rates under Gajuwaka Rates under GVMC
(ordinary locality) Municipality
Residential 8.00 4.50
Shops 20.00 20.00
Commercial 16.00 9.60
Godowns 15.00 9.60
Industries 10.00 9.60

Even though the GVMC proposed to rectify the anomalous situation, it could
not implement the same due to the intervention of the State Government.

2.2.7.3

The targets vis-a-vis the achievements in collection of PT for the period
2004-09 in respect of buildings as furnished by GVMC were as stated in
Table 2.14 below:

Collection and accountal

Table 2.14: DCB statement of current and arrear demand of PT

(Rupees in lakh)
Year Arrear Demand Current Demand Total Demand

Demand Collection Balance Demand Collection Balance Demand Collection Balance
2004-05 2425.33 1286.93 1138.40 2817.31 2184.45 632.86 5242.64 3471.38 1771.26
2005-06 1850.14* 603.65 1246.49 3011.89 2404.64 607.25 4862.03 3008.29 1853.74
2006-07 2123.69* 446.38 1677.31 3812.65 2919.11 893.54 5936.34 3365.49 2570.85
2007-08 4099.08* 1771.94 2327.14 6189.05 3733.63 2455.42 10288.13 5505.57 4782.56
2008-09 5366.50* 1763.13 3603.37 7034.42 4697.41 2337.01 12400.92 6460.54 5940.38

*The closing balances did not reconcile with the opening balances for the succeeding years.

On enquiry about the reasons for shortfall in receipts, the GVMC did not
furnish any reply.

Audit observed the following shortcomings with regard to collection and
accountal of PT:

. Fair and transparent methodology for assessment and levy of PT is a
vital pre-requisite. A methodology for computation of tax can be
considered as effective if three persons X, y or z apply the methodology
and they arrive at the same value of tax. If more than one value can be
computed such a system is conducive to litigation. In respect of GVMC,
it was observed that there were 320 cases pending in various courts as of

Absence of a fair
and transparent
mechanism for
collection of

property tax led to
large number of
court cases
involving Rs 26.98
crore

March 2009 involving Rs 26.98 crore towards payment of PT. The cases
related to the claims for excess computation, exemption from payment of
PT. There is a need to streamline the methodology for computation of
PT, so that not more than one value can be arrived at.

The top ten defaulters of PT worked out to Rs 43.18 crore (35 per cent of
the total amount of dues).

The present system of deputing staff for collecting money from the
property owners is beset with risk of non-remittance of taxes so
collected. The field inspection should be restricted to collection of data
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with regard to properties. It was incidentally observed that some of the
employees deployed on field inspection have misappropriated revenue to
the tune of Rs 2.55 lakh (2003-09).

Vacant Lands

According to Section 212 (2) of HMC Act, 1955 any vacant land not
exceeding three times the plinth area of the building including its site or a
vacant land to the extent of 1000 sq.mts whichever is less shall be deemed to
be adjacent premises occupied by an appurtenant to the building. The area if
any in excess of the said limit is deemed to be land not occupied by or
adjacent and appurtenant to such building is also to be taxed at the rate of
0.5 per cent of the estimated capital value of the land.

Audit observed that in respect of vacant lands, there was shortfall in collection
of Vacant Land Tax (VLT). DCB details for the last five years are as given in
Table 2.15 below:

Table 2.15: DCB statement of arrear and current demand of VLT

(Rupees in lakh)
Sl Arrear Demand Current Demand Total Demand
No Year Demand Collection | Balance | Demand | Collection | Balance | Demand | Collection Balance
1 2004-05 NA NA NA NA NA NA NA NA NA
2 2005-06 | 1595.45 4.02 159143 | 106.05 22.94 83.11 | 1701.50 26.96 1674.54*
3 2006-07 | 1682.53* 13.48 1669.05 | 19638 53.94 142.44 | 1878.91 67.42 1811.49*
4 2007-08 | 3369.03* 34.14 3334.89 | 2316.47 338.12 197835 | 5685.50 372.26 5313.24*
5 2008-09 | 5153.80* 24.84 512896 | 2536.06 211.76 232430 | 7689.86 236.60 7453.26*
Source : Information furnished by GVMC
*The closing balances did not reconcile with the opening balances for the succeeding years
The GVMC did not utilise the information available with Visakhapatnam
Urban Development Authority (VUDA)/Registration Department for
assessment of VLT as well as collection at the time of approval of
Layouts/Sale of vacant lands/plots so as to bring all the vacant land into the
tax net.
2.2.74 Enforcement of statutory provisions
GVMC The best remedy against defaulters is to take deterrent penal action. Following
failed to are the penal provisions laid down by the legislature and irregularities noticed
enforce by audit in enforcement of these provisions. :
most of the
fmportant Sltzlt(’:)’:]:)tf LG SO I KO Audit observation
statutory the Act laid down in the Section " Y
provisions
with adverse | 269 (2) For non-payment of PT on or | During the year 2008-09, State Government
implications before due date: (MA&UD) issued orders (February 2009) for
of continued (i) penalty of 2 per cent waiver of interest on PT as a one time measure.
evasion of interest per month to be Defaults in payments can be categorized as:
property tax imposed; or 1. Defaults arising due to adverse circumstances
by the (i) disconnect the essential like crop fail in case of crop loans and adverse
defaulters

business climate in case of industrial loans
etc. and

services; or

(iii) confiscate the movable
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articles of the defaulter.

2 Wilful defaults

One time settlement is normally extended in case
of category one defaults. Cases of defaults in
respect of PT do not fall under the first category.
Hence, the application of principle ‘one time
settlement’ by the State Government was an
inappropriate measure. Such an action was
basically a disincentive to other taxpayers who
were prompt. This measure should be basically
considered as giving an incentive to defaulting
parties. This measure was also conducive to
defaults in future. Incidentally it was observed
that there were several such ‘one time
measures’ taken by the State Government in the
past (October 2004 and March 2008). Thus it is
seen that the ‘one time measure’ in October
2004 led to further defaults necessitating further
‘onetime measures’ in March 2008 and
February 2009.

The Municipal Corporations are empowered to
disconnect the essential supplies such as water
supply, electricity to the properties of the
concerned defaulters who fail to pay the PT
dues. In Ahmedabad Municipal Corporation, a
special campaign was launched (1993-96)
wherein the teams were given powers to
disconnect water supply or drainage lines,
attach property of defaulters and issue of
warrants. Due to the above stringent measures,
the PT collections increased from Rs 47 crore to
Rs 92 crore during 1993 to 1996.

But the GVMC failed to invoke such provisions
despite having the control over supply of
drinking water. As regards disconnection of
electricity connection, the GVMC failed to take
the assistance of APTRANSCO.

455 Every person should deliver a | In the test-checked cases, these requirements
notice to the Commissioner, were not complied with by the building owners.
in writing, within one month | Town Planning Wing also failed to obtain the
after completion of the completion reports. Automatic creation of the
building and obtain integrated database and raising of demand were
permission to occupy the not facilitated due to non-compliance.
building.

238 Collection of arrears of PT These provisions are not being enforced at all.
under the provisions of the Non-application of deterrent penalties would
Revenue Recovery Act (RR result in continuous evasion of payment of PT
Act). by the defaulters.

278 Suing the defaulters in court of

law.

Though GVMC has been armed with provisions to penalize the defaulters, it
failed to invoke the provisions. Non-invoking of deterrent penal provisions by
GVMC has created a fertile environment for defaults in future. Thus, the
legislative intent has not been translated into effective compliance.
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The extension of benefits such as waiver of penal interest acts as a deterrent
effect on the resources of the Municipal Corporation and the taxpayers are
likely to delay the payments on a regular basis in the expectation of such
incentives from the Government in the future also, thus turning them into
habitual defaulters.

Given the large number of defaulters, it may be helpful to proceed against
defaulters selected in the following manner periodically (may be every
six months).

a) Ten topmost defaulters and
b) Ten defaulters selected on a scientifically generated random number basis;

Such a strategy has the merit that limited numbers of defaulters have to be
proceeded against making it operationally feasible. Step (b) is recommended to
give a signal that any defaulter can be proceeded against. Once vigorous action
is taken against twenty defaulters, it would have a demonstrative effect against
the remaining defaulters.

22.75
Compensation in lieu of PT exemptions/concessions

The State Government (MA & UD) ordered (November 1999) for payment of
PT compensation to Municipalities / Municipal Corporations in lieu of certain
concessions given to the properties (properties of ex-servicemen, properties
whose Annual Rental Value (ARV) was below Rs 600 etc.). Further, according
to Section 203 of HMC Act 1955, the State Government is to make payment
to the GVMC in lieu of General Tax from which buildings and lands vesting
in the State Government are exempted. The compensation amount received by
GVMC for the last five years was as detailed in Table 2.16 below:

Dues from State Government

Table 2.16: Details of PT compensation dues from State Government
(Rupees in lakh)

SI No. Year Total amount received from State Government
towards compensation
1 2004-05 12.35
2 2005-06 120.61
3 2006-07 31.48
4 2007-08 40.04
5 2008-09 Nil

As the numbers of properties keep increasing year to year, such compensation
should show an increasing trend. It could however be seen that the
compensation received from Government was varying every year and for
2008-09 the compensation was yet to be received (as of December 2009).
GVMC did not have a proper record showing computation of its claims. This
was due to not having an authentic and comprehensive database of properties
under exempted category with adverse implication for collection of
compensation amount from Government.
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PT in respect of State Government buildings

The amount of PT dues in respect of State Government buildings/properties
was Rs 10.23 crore as on March 2009 from 644 properties indicating failure of
Government to fulfill its statutory obligation.

2.2.7.6 PT in Industrial Development Authority areas

The State Government issued orders in September 1994 transferring the
powers relating to collection of PT and Advertisement Tax from
municipalities and Notified Area Committees in industrial areas to the
Andhra Pradesh Industrial Infrastructure Corporation (APIIC), subject to the
condition that 30 per cent of PT collected by the said corporation (further
increased to 35 per cent in June 1998) shall be remitted to the
Municipality/Notified Area Committee of the area every half year.

Later in August 2008 Government decided to modify the above system duly
entrusting the collection part to the municipal authorities with 50 per cent of
such revenue remitted to the said Corporation. The APIIC is to provide all
internal infrastructure and civic services in the said industrial areas and
maintain them as per the standards stipulated in this regard. Since the orders in
this regard were yet to be issued by the Government, the same was not
implemented and the earlier procedure was being continued.

It was observed that the GVMC failed to maintain the record of the properties
in the Industrial Area (Zone-5, erstwhile Gajuwaka municipality). In the
absence of the relevant data, the amount due from APIIC for the past 15 years
(to the extent of record made available to audit) was not ascertainable and as
such the amount (Rs 96.10 lakh) so far received (1994-2008) by GVMC
cannot be termed as accurate.

2.2.7.7  Non-remittance of Library cess dues to the Zilla Grandhalaya
Samstha

According to the Andhra Pradesh Libraries Act, 1960 all the
Municipalities/Municipal Corporations are to set apart an amount at the rate of
eight paise on every rupee collected towards Property Tax on buildings as
Library cess. The amount so set-apart is to be remitted to the Zilla
Grandhalaya Samstha (ZGS), (the body constituted for maintenance of the
Public Libraries in each district) of the respective Districts every year. It was
verified from the records that a sum of Rs 60.59 lakh collected (to end of
March 2009) towards Library Cess was not remitted to ZGS (as of
December 2009).

2.2.8 Advertisement Tax
2.2.8.1 Database of all Assessable Advertisement Units
Absence of Integrated Database

All functions relating to advertisements within the jurisdiction of GVMC were
centralized in the Advertisement Section of the head office of GVMC. Various
items listed in Appendix-4 attract payment of advertisement tax, which included
ground rent. Realization of revenue depends on the size and the duration of the
contract/permission. Advertisement Section accords prior permission for
erection of hoardings, uni-poles and other advertisement units for the purpose
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of displaying advertisements. Comprehensive database is required for certain
purposes viz., for raising proper demand and to detect unauthorized hoardings.
This would also help in detecting under-declaration of the sizes of the
advertisement boards/hoardings etc. Database is also useful for monitoring
renewals, cancellations, collection of penal charges beyond the expiry period
etc.

Audit scrutiny revealed that the database available in the Advertisement Wing
was based on the information furnished by the registered advertising agencies.
However, this could not be termed as comprehensive as no comprehensive
verification was conducted by GVMC to ensure the correctness of the
information furnished by the agencies. In this connection, Audit also observed
the following:

. Though GVMC allotted distinct numbers to the advertisement
hoardings, they were not displayed in the erected boards. Thus GVMC
was not in a position to readily identify the unauthorized advertisement
boards that are displayed either by the registered (54) or unregistered
agencies/individuals. All the advertisement hoardings should display
its unique identification numbers for having a close watch over
deviations in size, expiry period etc., of the advertising boards and for
prompt collection of the advertisement tax from the advertisers
concerned.

. Verifiable records for inspecting the sizes (i.e., measurement of the
advertisement units) were not in place. Such records are vital for
monitoring during field visits by higher authorities in cross checking
the originally approved sizes of the advertisement units.

. A certain percentage check of the initial measurements by way of
surprise checks by appropriate authorities was essential but this was
not ensured.

. Neither the Act nor the Rules provide for stiff penalties against
incorrect declaration of sizes of the advertisement units.

Physical survey of advertisement boards

Instead of creating a database on its own due to the sensitive nature of the
activity involving revenue implication, GVMC decided (January2009) to
entrust the survey of the number of Advertisement boards in respect of both
authorized and unauthorized in all the 72 wards of GVMC to the Andhra
University, for a total consideration of Rupees four lakh with the following
conditions.

. Number of persons to be involved in this programme, person wise
details indicating name, qualification and quantum of work entrusted
etc., were to be submitted.

. The status of work being carried out during the contract period of three
weeks was to be furnished on daily basis.

o Detailed survey report was to be submitted within three weeks from
the date of commencement of the work.
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. Payment was to be made according to the procedure adopted by the
GVMC after completion of the work to the satisfaction of GVMC.

. The survey information was to be submitted in the prescribed proforma
without any omission.

The Andhra University submitted (March 2009) the field report and the same
was cross checked by the respective zones. Based on the Survey Report, sum
due for collection as advertisement tax was arrived at Rs 73.36 lakh
per annum by GVMC for the year 2009-10. However, the demand raised by
GVMC prior to this survey was in fact more (Rs 1.63 crore) indicating that the
survey conducted by the Andhra University was incomplete.

With regard to the audit observation relating to lack of comprehensive
database, the Commissioner during the entry conference stated that there was
shortage of manpower for creation of database and conducting surprise
checks. Audit is of the view that this task could be relieved by introducing a
self assessment system duly incorporating a penalty clause for incorrect
declaration of data.

2.2.8.2

GVMC collects advertisement tax from the traders/agencies, which consists of
tax on erection of hoardings, ground rent on space for hoardings, lease of
advertisement rights and fee for display of advertisements of all categories.

Raising of demand

Assessment of Rates

According to the Draft Advertisement policy (November 1999) of the
Government (MA&UD Department), the Advertisement rates are to be based
on the following factors.

. Importance of the road/category of the road
. Type of hoarding
o Size of the hoarding

However it was observed that though the rates were fixed as per the type and
size of the advertisement board, they were further categorized under best rate,
better rate, average rate, below average rate, poor rate etc. Such a procedure
was beset with the problem of evolving a fair and transparent mechanism for
such categorization with adverse implications by way of lack of objectivity
and revenue loss.

Recording of measurements

The data regarding the type, size and location of the advertisement units was
to form the primary requirement for assessing the tax for advertisement units,
whereas it was observed that in respect of 424 advertisement boards the
measurements were not recorded. As a result the correctness of the tax
assessed in respect of these boards could not be verified.

Surprise checks

Surprise checks to verify the sizes of hoardings and unauthorized hoardings
were absent. Penalties were also not prescribed and imposed for under-
declaration of sizes and unauthorized hoardings.
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Given the various lacunae pointed out above, the shortfall in collection of
revenue could not be assessed in audit.

2.2.8.3 Collection and Accountal

During the five-year period 2004-09, GVMC collected Rs 5.97 crore
(97 per cent) towards Advertisement tax as against the target of Rs 6.15 crore
as stated in the Table 2.17 below. The achievement would have been laudable
if the target had been scientifically arrived at based on a comprehensive and
authentic database.

Table 2.17: DCB particulars of Advertisement tax collections

(Amount in Rupees )

S1 No Year Demand Collection Balance
1 2004-05 10464622 10104622 360000
2 2005-06 9038970 8428970 610000
3 2006-07 11031215 10841215 190000
4 2007-08 14640010 14277744 362266
5 2008-09 16330324 16098032 232292
Total 61505141 59750583 1754558

Source : Information furnished by GVMC

In addition to the above arrears of Rs 17.55 lakh in respect of the agencies (97)
that were registered with the GVMC, the dues of Advertisement Tax from the
unregistered agencies also constitute considerable contribution to the revenues
of GVMC. However, it was noticed that an amount of Rs 23.90 lakh was
collected towards advertisement tax from these agencies during the years
2004-09 for which no Demand, Collection and Balance details along with the
list of such agencies were maintained. In the absence of this vital information,
the actual amount due and collection from the concerned non-agencies could
not be assessed.

2.2.84

The following table shows the details of offences determined and the penalties
prescribed.

Penal provisions

Relevant Nature of Penalty Audit observations
Section offence prescribed
of the
Act
596 Erection  of | Ranging e The scope of offences is
Sky-Signs between restrictive.  Provision  against
without Rs 50 to incorrect declaration with regard
permission Rs 1000 to size of advertisements is
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596 Exhibition of | Ranging missing. The area of offences
advertisements | between committed by the assessees is far
on certain sites | Rs 50 to| and wide. No penalty has also
without Rs 1000 been prescribed for default in
permission payment of advertisement tax.

e A pre-requisite for a penalty as a
deterrent against defaulters is that
the quantum of penalty should be

596 Failure on the | Ranging
part of the | between

hce(rllsee }EO ES 1 3 80 to much more than the benefit that
{)iz(zznlslge torel s the defaulter would derive. The
demand amounts were fixed long back
and are not consistent with the

597 Continued Rs 10 principle enunciated above.
offences No penalties were being levied.

Mere prescription of a penalty does
not have a deterrent effect unless
the defaulting parties are penalized.

Thus, adequate attention was not paid to the scope of offences, which should
be made more comprehensive. The quantum of penalties was also not
adequate and hence should be revised so as to have deterrent effect.

229 Building Regulations (Town Planning)
2291 Building permissions

GVMC is empowered to grant building permissions under Sections 428 & 433
of HMC Act, 1955, after duly collecting building permit fee and other charges
as per the schedule of rates notified. Viewed from the citizens’ point of view,
getting approvals for building plans in a hassle free manner is an important
requirement. The focus of audit was therefore to assess whether the existing
procedures met this requirement or could be modified. The status of building
permit applications received, permissions accorded, and the fee received
during the review period of 2004-09 was as stated in the Table 2.18 below:

Table 2.18: Details of Building applications received, disposed and returned by GVMC

(Rupees in lakh)
No. of No. of building No. of
Year applications permissions applications Fee received
received accorded returned

2004-05 1576 1321 255 181.43
2005-06 2686 2016 670 193.16
2006-07 3587 2774 813 413.33%
2007-08 3356 2759 597 405.25
2008-09 3238 2422 816 528.37

%0 Substantial increase due to upgradation of VMC to GVMC.
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The reasons for return of the applications were mainly due to i) non-remittance
of the prescribed fees in full and ii) non-submission of certain documents
along with the application.

2.2.9.2 Disposal of applications for building permissions

Applications for approval of building plans are received at the Soukaryam
counter of the GVMC along with the prescribed documents and fees payable.
The SOUKARYAM (an e-Governance centre launched by GVMC) counter
allots a number to each and every application called as building application
number. After allocation of numbers, the applications are forwarded to
various Zones the following day for further action. Scrutiny of records
revealed the following:

. The application form did not contain instructions with regard to list of
documents to be enclosed along with payment of prescribed fees while
submitting applications for building permit. As a result many of the
applications were returned due to non-submission of documents in full
shape as indicated in para 2.2.9.1. Also there was no system to
scrutinize and check the documents at the time of receiving
applications. Such a scrutiny would have served the purpose of
informing the applicants with regard to the documents to be
additionally enclosed.

. There was no system of acknowledging the list of documents while
submitting the application form at SOUKARYAM counter so as to
give an assurance to the applicants what documents have been brought
on record.

o Though initially the information is fed into website, subsequent status
of the applications was not updated causing inconvenience to the
public who have to make frequent trips to the zones concerned. This
also resulted in defeating the objective of providing services on-line as
intended through SOUKARYAM.

. The system of dispatching the approved building permits to the
applicants through registered post was not followed by GVMC. Instead
the applicants concerned had to make frequent visits to GVMC. A
system of dispatching the building permits by Registered Posts has the
merit from the vigilance point of view as it reduces the interaction
between the applicants and the officials.

. As per the orders of the Government, the applications received are to
be disposed within 15 days from their date of receipt. It was however
observed that there were delays ranging from 4 to 341 days in 149 out
of 321 test checked cases beyond the prescribed period. In most of
these cases, the delay was attributed to non-furnishing of certain
documents, short payment of fees etc. This could have been avoided by
preliminary scrutiny of documents at the time of receipt of
applications.
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. Based on the proposals approved in the Municipal Council and the
Gazette Notification issued by the GVMC, fees are to be collected as
per the rates prescribed for each element involved in collection of fees.
However, it was observed from the test checked records that there were
discrepancies in various elements?' of fees collected (2007-09) by
GVMC from the applicants as illustrated in Appendix-5.

° During 2007, GVMC, with the intention to make it convenient for the
public to obtain permission for construction of buildings, introduced
instant approval of plans at e-Seva centres in Visakhapatnam in respect
of sites with plinth area below 300 Sq Mtrs area on experimental basis.
The Licenced Technical personnel were entrusted the responsibility to
see that these constructions come up as per the plans approved by
them. This procedure was subsequently dispensed with (2008) for the
following reasons:

1. Non availability of technical personnel at e-Seva centres.

il. There was no established procedure for quick circulation of
such approvals to the Town Planning field staff.

1ii. Issue of permissions contrary to the Master Plan and building
rules in several cases.

iv. Subsequent action on such defective approvals led to legal
complications.

\ Non availability of sufficient outdoor Town Planning staff for
verification of such permissions with respective ground
situation.

Vi. Lack of provision in the Act/ Rules and legal support for such a
procedure.

Due to aforesaid deficiencies and consequent delays in processing of building
permission applications, many buildings were constructed without obtaining
permits as pointed out in Para 2.2.9.4.

2.2.9.3 Deviations from procedural requirements in granting of
building permits

The procedural requirements in granting of building permits and the
compliance were as follows:

Statutory requirement Compliance/Audit findings

As per Section 428 of the HMC | Complied with.
Act, the applicant seeking
building permission should give a
notice to the Commissioner in a
prescribed form.

2 Building Licence fee, VUDA development charges, debris charges, betterment charges,
external-betterment charges, tree guard charges, publication charges, drainage charges, water
charges, BT road and drainage charges, 10 per cent open space cost etc.
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Section 435(2) of HMC Act | Not being complied with by GVMC.
stipulates that, on the reverse of | Thus, the relevant sections and the
the prescribed form for the above | requirements there under were not made
notice, a copy of Sections 428 to | known to the applicants.

434, 436 to 438, Section 440 and
Section 444 to 449 and of all bye-
laws made under sub-sections (9),
(12) and (13) of Section 586
should be printed and supplied for
the benefit of the applicants.

Due to above deviations from the formal requirements to be complied with in
grant of permissions, there were delays in grant of permissions as pointed out
in para2.2.9.1.

2294 Building Penalisation Scheme

The State Government (MA&UD) introduced (December 2007) Building
Penalisation Scheme (BPS) for regulation and penalisation of unauthorisedly
constructed buildings and buildings constructed in deviation to the sanctioned
plans. For regularizing such illegal constructions, a penalty equivalent to
33 per cent of the various categories of fee and charges is payable by the
applicants for obtaining building permission in addition to the regular fee and
other charges as prescribed under sub-clause C of section 455-A of the Act.
Implementation of the scheme commenced in June 2009. About
22285 applications were received (October 2009) for regularization of illegal
and unauthorized constructions under the scheme. 6969 applications were
processed to the end of December 2009 leaving a balance of 15316 applications
pending to be processed due to reasons viz., non-compliance with the documents
to be enclosed and non-remittance of the full amount despite being given
extension of time and repeated reminders.

Audit observed that BPS basically suffers from the following two lacunae:

1. It does not make distinction between those structures which have been
built in accordance with the norms laid down but without obtaining
prior permission from GVMC and those structures which have been
built in violation of norms laid down and without obtaining prior
permission. There is no condonation for applicants who obtained prior
permission and deviated from the sanctioned plans but within
permissible norms, as deviations in such case cannot be considered as
objectionable.

il. In cases where the constructions were beyond the permissible norms,
those structures are regularized by imposing penalty instead of
demolishing as they endanger public safety.
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2.2.9.5 Non-utilization of the amounts collected towards Rain Water

Harvesting Pits (RWHP)

GVMC collects certain amounts towards cost of construction of Rain Water
Harvesting structures in the plots of the applicants who seek permission to
construct dwellings. These amounts shall be refunded to the applicants who
construct the RWHS pits failing which the GVMC has to undertake the
construction of such RWHS pits with the amount collected.

A sum of Rs 2.05 crore was collected from the applicants seeking building
permissions by the GVMC during the period 2005-09 (up to December 2009).
The amount was to be refunded to the applicant concerned provided the pits
were constructed in the respective premises within three months from the date
of according building permissions. There were no applications seeking refund of
these amounts indicating that the pits might not have been constructed. This
indicated a failure on the part of GVMC to carry out an inspection and force
the owners to undertake construction where no pits had come up. Instead,
GVMC deposited the amounts in a separate account under General Fund
account. The Commissioner admitted (December 2009) that the GVMC was
not insisting on the construction of RWHS pits and the concerned applicants
were also not insisting for refund of the amount.

2.2.10

According to Section 526 of HMC Act, the GVMC may construct, purchase or
take on lease any building or land for the purpose of establishing a new
municipal market or improving the existing markets from time to time for the
use of persons carrying on trade or business. In order to improve the revenue
resources, the Government also issued (September 2004) orders to take up
construction of shopping complexes by ULBs in their lands.

Shopping complexes

The primary objective of construction of shopping complexes is augmentation
of revenue. A well designed strategy, as emerging out of State Government
orders (July 1998 and September 2004), would typically consist of the
following steps:

1. Fixation of lease rent: This is to be done taking into account the
expected cost of construction of shops and provide for a decent return
on the capital investment. Fair and transparent formula for fixation of
rents would consist of the following steps:

a) Computation of the initial rent linked to the size and location of
the shops.
b) Automatic periodic revision of the rents as per predetermined

formula (period and increase to be specified).

This is to be notified to the potential applicants for assessment of
demand.

2. Assessment of demand: This helps in ascertaining whether there are
parties willing to take the shops to be constructed on rent.

3. Collection of goodwill amount from potential lessees: The submission
of this amount will indicate how many of the potential lessees are
serious about occupying the shops.
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Construction of the shops in a time bound manner.

Agreements with the lessees providing for automatic revision of rents
at predetermined rates.

Watch register to monitor the receipt of rents. Every month the watch
register would also indicate which properties are due for revision of
rents.

Clauses for evacuation of lessees in the event of default. The clause
would specifically state the number of defaults in payment which
would result in automatic eviction. The number of defaults so specified
should be less than the security deposit collected to act as a safeguard
against loss of rent during the vacation proceedings and fixation of
new parties.

Maintenance schedule describing the periodicity of maintenance works
so that maintenance is carried out in a regular cycle.

However, scrutiny of records of GVMC revealed the following:

The construction of shops was undertaken without fixation of lease
rent or assessment of demand. Out of the total 59 shopping complexes
(comprising 814 shops) constructed to end of March 2009 by GVMC,
only 14 shopping complexes were constructed on goodwill basis.

In respect of 14 shopping complexes mentioned above, there was
shortfall in collection of goodwill amount to the extent of
Rs 15.65 lakh as detailed in Appendix-6.

Construction of shopping complexes without collection of 100 per cent
goodwill amount led to many of the shops constructed by GVMC lying
idle since 2001 as detailed in the Table 2.19 below:

Table 2.19: Details of shops lying vacant

Zone | Number of | Total No. | No. of | No. of | Percentage
shopping of shops shops shops of vacancy
complexes allotted lying

vacant

1 3 53 53 0 0

2 18 223 216 7 3

3 17 278 275 3 1

4 12 187 122 65 35

5 3 38 15 23 62

6 6 35 31 4 11

Total 59 814 712 102

Out of 65 shops vacant in respect of three
Zone-4, 56 shops belonged to one shopping complex (Mahatma
Gandhi shopping complex comprising 60 shops) constructed (2006) at
a cost of Rs 48 lakh.

shopping complexes in
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Thus due to failure of GVMC in not following the State Government
orders, the available resources were tied up in idle asset instead of
augmentation of revenue.

There was a flaw in the procedure stipulated in the State Government
(MA&UD) order (September 2004) for revision of lease period as it
was restricted to a period of 12 years to be followed by fresh auctions.
The stipulation of 12 year period failed to take into account the fact
that any shop would continue to run unless the owner decides to close
the business.

As regards compliance with the laid down procedure, it was observed
that fresh auctions were not conducted after the expiry of 12 year
period in respect of 37 shops resulting in undue benefit to the lessees
by way of non-revision of rents as well as loss of revenue to the extent
of Rs 6.18 lakh to GVMC as of December 2009 as detailed in
Appendix-7. Failure to follow the prescribed procedure after expiry of
12 year period indicates that the watch register was not effectively
used.

The agreements with the lessees did not stipulate the specific number
of months of rent which if not paid would result in evacuation
proceedings. The failure to vacate the defaulting parties resulted in
pendency in collection of rents as detailed in the Table 2.20 below.

Table 2.20: DCB particulars of rents due for collection

(Rupees in lakh)
Details Demand Collection Balance Percentage of
arrears
Arrear Demand 302.74 73.89 228.85 76
Current Demand 610.10 358.27 251.83 41
(2008-09)
Total 912.84 432.16 480.68 53

2.2.11

It was observed that no allocation for maintenance was made in the
budget for the period from 2004-09 covered by audit although the
constructions were undertaken long back. Though some of the
shopping complexes (24) required immediate repairs, no expenditure
was incurred in this regard. As a result, they remained unoccupied
denying the GVMC in augmentation of revenue.

Safeguarding of municipal Lands

Open Spaces

A total of 808 open spaces were reported to be owned by GVMC aggregating
223.20 acres. Audit scrutiny revealed that out of the total open spaces owned
by the GVMC, action was initiated by the GVMC to protect the sites by
fencing to the extent of 608 sites aggregating 116.82 acres, leaving 200 sites
aggregating 106.38 acres yet to be fenced, thereby providing ample scope for
unauthorized occupation.
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Separate Estate wing

The GVMC which was spread over a vast area owned a number of
immovable assets such as land, buildings, parks, roads, drains etc. But to keep
a vigil to safeguard these assets, the GVMC had not set-up a separate Estate
Wing. The post of Estate Officer was deputed from the Revenue Department
and posted under the control of the Chief City Planner. The duties and
responsibilities to be discharged by the Estate Officer were however not
specified even to date. The controls to safeguard the precious assets were not
commensurate with the onerous task.

Maintenance of Asset Register/ Centralized accounts

It was observed that the Register of Assets was not maintained in GVMC. In
the absence of the Register of Assets, the GVMC was in the dark as to the
extent of lands, buildings, open area, assigned lands etc., and whether its
properties are duly safeguarded against encroachments by unscrupulous
elements. With the steep hike in land prices in the city as well as surrounding
areas there is a high risk of encroachments.

In order to safeguard the municipal lands / open spaces, GVMC needs to
conduct a fresh survey of all the municipal lands and open spaces including
those of the local bodies which were merged in the limits of GVMC and to
integrate the full data with the master database of GVMC. There is an
imperative need for periodic verification of the lands owned by GVMC.

Further, a Centralised Asset Account of the Local Body including those of the
surrounding local bodies merged within the limits of the GVMC to be
maintained as stipulated in Andhra Pradesh Municipal Asset Management
Manual was also not followed by GVMC. All assets, including the vehicles
are required to pass through the centralized asset account register which is to
contain all particularszz. The asset classification and compilation is required to
be undertaken as per the charts given under Para 2.11 and 2.12 of
Andhra Pradesh Municipal Asset Management Manual. In the absence of
proper records, these requirements were not met.

2.2.12 Conclusions

The collection of PT suffered for want of a comprehensive database and not
undertaking periodic revisions. Non-collection of penalty from defaulting
parties resulted in defaulters being encouraged for further defaults in future.
Failure to invoke penal provisions against defaulting parties has resulted in
the legislative intent not being translated into compliance by executive. The
collection of advertisement tax also suffered from lack of comprehensive
database. The prevailing system of according building permissions is a big
hassle for law abiding citizens and not a deterrent for parties undertaking

2 Nature of the asset, area and the survey number in which it is located, type of construction/
date of purchase, extent of construction, year of construction/acquisition/purchase, book
value, face value, depreciation, current value of the asset, user agency/ authority etc.

76



Chapter Il — Performance Reviews

unauthorized constructions. The construction of shopping complexes and
realization of rents suffered from serious deficiencies. Municipal lands are
valuable assets in view of the high prevailing prices but GVMC failed to have
a mechanism commensurate with the onerous task of safeguarding these
lands.

2.2.13 Recommendations

> Comprehensive database of all assesses/lessees should be created to
facilitate proper collection of taxes and detection of unauthorized
constructions/misutilization of premises/lands.

> The procedure for assessment of PT should be simplified by evolving a
fair and transparent formula.

> Government should consider constituting an Ombudsman as
recommended by the 13" Finance Commission. The Ombudsman may
also be entrusted with the responsibility of dealing with all complaints
relating to building regulations so as to ensure fairness and
transparency.

> GVMC may make arrangements to display the fortnighly status of
building permission applications through media or public notice boards
besides putting it on the website.

> The system of collection of rents in respect of shops leased out should
be streamlined. Fair and transperant formula should be adopted for
fixing of rents as well as their periodical revision.

> Adequate machinery should be put in place for protecting the
municipal lands from possible encroachments.

The matter was reported to the Government (March 2010); reply had not been
received (October 2010).
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MUNICIPAL ADMINISTRATION & URBAN DEVELOPMENT
DEPARTMENT

23 MANAGEMENT OF SHOPPING COMPLEXES/MARKETS BY
GREATER HYDERABAD MUNICIPAL CORPORATION

According to Section of 526 of Hyderabad Municipal Corporation Act, the
Greater Hyderabad Municipal Corporation (GHMC) may construct, purchase
or take on lease any building or land for the purpose of establishing a new
municipal market or improving the existing markets from time to time for the
use of persons carrying on trade or business. Further, according to the orders
issued by the Government in September 2004, the Municipalities and the
Municipal Corporations were asked to take up construction of shopping
complexes on the lands of the Corporation as a part of generating adequate
resources to the Municipal Corporations to meet their revenue and capital
expenditure.

231 Audit objectives

The objectives of the review are to evaluate the existing arrangements for

o construction of shopping complexes, markets;

. fixation and revision of rates of goodwill as well as rents;

. realization of revenue through shopping complexes and markets; and
. internal controls for management of shopping complexes and markets.

2.3.2 Audit criteria

The following criteria were adopted for conducting the review.
o Relevant provisions of HMC Act, 1955 and rules made there under,
. Instructions of Government and the targets set internally.

233 Scope and methodology of Audit

The audit covered the period from 2005-06 to 2008-09. However, matters
relating to the period subsequent to 2008-09 have also been included wherever
necessary.

The records of the head office as well as four (Kapra, Khairatabad, Abids and
Uppal) sample circles having shopping complexes/markets were test checked
in audit.

234 Audit findings

The primary objective of construction of shopping complexes is augmentation
of revenue. A well designed strategy, as emerging out of State Government
orders (July 1998 and September 2004), would typically consist of the
following steps:

1. Fixation of lease rent: This is to be done taking into account the
expected cost of construction of shops and provide for a decent return
on the capital investment. Fair and transparent formula for fixation of
rents would consist of the following steps:
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a. Computation of the initial rent linked to the size and location of
the shops.

b. Automatic periodic revision of the rents as per predetermined
formula (period and increase to be specified).

This is to be notified to the potential applicants for assessment of
demand.

2. Assessment of demand: This helps in ascertaining whether there are
parties willing to take on rent the shops to be constructed.

3. Collection of goodwill amount from potential lessees. The submission
of this amount will indicate how many of the potential lessees are
serious about occupying the shops.

Construction of the shops in a time bound manner.

5. Agreements with the lessees providing for automatic revision of rents
at predetermined rates.

6. Clauses for evacuation of lessees in the event of default. The clause
would specifically state the number of defaults in payment which
would result in automatic eviction. The number of defaults so specified
should be such that the security deposit collected would be adequate to
safeguard against loss of rent during the vacation proceedings and
fixation of new parties.

7. Maintenance schedule describing the periodicity of maintenance works
so that maintenance is carried out in a regular cycle.

GHMC’s failure to comply with the above strategy resulted in various
deficiencies relating to management of shopping complexes and augmentation
of the intended revenue as discussed in the succeeding paragraphs.

2.34.1 Comprehensive database of the properties

GHMC possesses various shopping complexes and markets constructed long
back. Complete and accurate data of all the properties is pre-requisite for
raising demand for collection of rents. This has the added benefit of revising
rates as per the current market value and also facilitates detection of
unauthorized occupants. Chapter-4 of the Andhra Pradesh Municipal Asset
Management Manual stipulates the practices for asset maintenance and
verification.

As per the latest information furnished (April 2010) by the Commissioner,
there were 18 shopping complexes and 28 markets under the jurisdiction of
GHMC. There is no assurance with regard to the accuracy of this data. Audit
observed that GHMC had no comprehensive database of all properties.
Though various circles were entrusted with the collection and maintenance of
shopping complexes, consolidated data with regard to total number of
shopping complexes and the details of their demand collection and balance
were not brought into centralized database of GHMC. GHMC replied
(June 2010) that it had conducted survey of all the complexes and markets and
prepared database report of each and every shop situated in Complexes and
Markets along with DCB particulars. But no supporting evidence to this effect
was furnished by GHMC.
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2.34.2 Construction of shopping complexes

Scrutiny of records pertaining to the construction of shopping complexes
undertook by the GHMC revealed the following lapses.

Item

Audit findings

Shopping complex at Sainikpuri

Estimated Cost: Rs 48.50 lakh

Date of sanction: September 1999

Source of Funds: GHMC own funds
Estimated contract Value: Rs 40.64 lakh
Agreement value: Rs 47.17 lakh

Date of Entrustment: March 2000

Date of commencement of work: October 2004
Expenditure so far incurred: Rs 40.13 lakh.

GHMC entrusted the construction work to
contractor in a disputed land. Only after four
years after issue of work order, the site was
firmed up and after incurring an expenditure of
Rs 40.13 lakh, the contractor stopped (November
2007) the execution of work claiming new rates.

The estimates for balance items of work were
drawn (July 2008) for Rs 83 lakh against the cost
of Rs 14.90 lakh (Rs7.86 lakh of non-contracted
items + Rs 7.04 lakh of left over contracted
items) as per original estimates. So far no action
was taken up by GHMC to entrust the work to
contractor for completion of balance works.

Thus, the entrustment of work without ensuring
clear site had resulted in non-completion of the
construction of shopping complex. Further it led
to blocking up of existing resources of
Rs 40.13 lakh being the expenditure incurred on
the incomplete asset. Revenue loss could not be
quantified as the goodwill amount and rents were
not fixed. GHMC replied (June 2010) that efforts
were being made to complete the work as early
as possible.

Commercial Complex at Maredpally:
Date of sanction: February 2002
Source of funds: Own funds

Date of entrustment: November 2002
Expenditure: Rs 2.38 crore

Date of completion: November 2006

Demand was not assessed before construction of
commercial complex. Even after completion of
the construction, auctions were not conducted so
far.

Three out of six floors, admeasuring 20983 sft.
were leased out (August 2007) at a monthly rent
of Rs3.151lakh to Hyderabad Metropolitan
Development  Authority (HMDA) without
concluding lease agreement. HMDA defaulted in
payment of rents resulting in an accumulation of
arrears to the extent of Rs90.72 lakh
(March 2010).

The remaining portion of the complex was
occupied by GHMC.

Without furnishing lease details, GHMC replied
(June 2010) that HMDA was not clearing the
dues as the GHMC had also certain dues pending
to be cleared to HMDA. Efforts were being made
to reconcile the dues payable by each other. But
the reasons for accommodating their office in the
complex constructed for generation of revenue
and the corresponding revenue implications if
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accommodated elsewhere were not furnished by
GHMC.

Thus construction without assessment of demand
coupled with improper allotment of shopping
complex to HMDA resulted in non-augmentation
of intended revenue.

Shopping complex at Kushaiguda GHMC undertook the construction without
Date of sanction: May 2003 assessing demand and fixation of lease rent.
Date of commencement of work: February 2004 Secondly even after completion of the
Source of funds: IDSMT (Rs 1.50 crore) and | construction in January 2009, the shops/stalls
Municipal Funds (Rs 1.06 crore) (67/148 Nos.) were not auctioned. Consequently,
Expenditure: Rs 2.56 crore there was loss of revenue amounting to
Rs 1.65 crore towards goodwill besides loss of
monthly rent amounting to Rs3.63 lakh per
month.

The objective of IDSMT was to improve
infrastructural facilities in the small towns so that
these emerge as regional centres of economic
growth, decentralizing economic growth apart
from providing employment opportunities.

Date of completion: January 2009

Since the complex was lying idle, the objective
of the scheme was also not fulfilled.

Shops at Uppal Municipal Stadium All the 30 shops constructed around the stadium
Date of Completion: 1999 remained vacant since their completion. Records
of execution of work were not made available to
audit. As such audit could not ascertain the total
expenditure incurred on construction of shops
and the rates of rents and goodwill amount fixed
for them.

GHMC without furnishing the details of lease,
replied (June 2010) that some shops were being
utilized for storage purpose and some of them
were allotted to the Emergency Medical
Research Institute (EMRI) for which details were
not made available to audit.

2.3.4.3 Fixation and revision of rents

. This is a prime area of concern. The rates fixed way back in 1972/1984
were still continuing without periodic revision resulting in undue
benefits to the lessees and loss of revenue to the Corporation.

81



Audit Report (Local Bodies) for the year ended 31 March 2009

. The rents fixed for shops/stalls located in prime localities were far less
than the prevailing market rental value adopted by GHMC for
assessment of the property tax>. They were in fact less than the rents
being collected in non-prime localities such as Nacharam, Uppal,
Patancheru, etc., which are located in the outskirt areas of GHMC.
Loss of revenue with reference to nominal market rental value fixed by
GHMC for assessment of property tax worked out to
Rs 95.10 lakh per annum as shown in the Appendix-8.

. In respect of Nacharam shopping complex constructed (March 2003)
by erstwhile Kapra Municipality, auction was conducted
(March & July 2003) for 49 shops and 40 stalls on goodwill basis and
the shops were allotted (April & August 2003) to the successful lease
holders. Non-collection of goodwill amount is beset with the problem
of subsequent collection of rents. It was noticed that though the
goodwill amount was not fully collected (as against the total goodwill
amount of Rs 151.89 lakh due to be collected from the above allottees,
an amount of Rs 89.41 lakh was only collected leaving a shortfall to
the extent of Rs.62.48 lakh), the shops were allotted to the bidders.
Consequently, some allottees (40) became defaulters in payment of
subsequent rents also and an amount of Rs.23.51 lakh was due from
them to end of March 2010.

. As against the allotment of 2166 shops, lease agreements for only
1543 cases were entered into with the lessees. Out of these lease
agreements, 1531 lease agreements expired (Appendix-9) long back
(earliest being 1953 pertaining to Mangalhat Market) and GHMC did
not take effective action either to renew the lease agreements or allot
the shops/stalls to others duly following the auction procedure which
led to the GHMC being fraught with huge revenue loss. GHMC replied
that the lease agreement in respect of Mangalhat Market was executed
in the year 1981 but not 1953, but no supporting document was
furnished.

o Similarly, the shop (No0.5.8.211/1 ) admeasuring 1500 sft, being
utilized for bar & restaurant by the allottee in Sarai Mulgies complex
located in heart of the city at Abids was fixed at Rs.500 only per month
ie., at Rs.0.33 per sfi. against the prevailing market value of
Rs.7.70 per sft.

GHMC replied (June 2010) that proposals for enhancing and revising the rates
of rents were submitted to the standing committee of GHMC.

2.3.4.4 Collection of rents

Apart from fixation of low rents, even these rents were not collected promptly.
The targets were fixed based on old unrevised rates. There were shortfalls in
collection despite low targets as detailed in the Table 2.21 below.

¥ Rs.0.37 to Rs.1.94 per sft, as against the nominal rate of prevailing market rental value of
Rs.10.40 per sft adopted for assessment of property tax in respect of Punjagutta and Ameerpet
markets.
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Table 2.21: Shortfalls in collection of rents from shopping complexes and markets by GHMC

(Rupees in lakh)
SL.No Item Total Demand | Collection | Shortfall | Percentage
number of shortfall
1. Shopping complexes 18 742.90 430.70 312.20 42
2. Markets 26 95.96 35.48 60.48 63
Total 838.86 466.18 372.68

GHMC replied (June 2010) that dues amounting to Rs 143.24 lakh in respect
of shopping complexes and Rs 17.59 lakh in respect of markets could not be
collected due to various reasons viz., (i) non- payment of rent by lessees due to
dilapidated conditions of shops, (ii) dues pending to HMDA (iii) eviction of
some of the long stayed lessees etc. An amount of Rs 112.73 lakh
(Rs 110.18 lakh from shopping complexes and Rs 2.55 lakh from markets)
was collected during April-May 2010. The balance of Rs 99.12 lakh was only
shortfall. Non-maintenance is a typical weapon used by a tenant to evade
revision of rents. GHMC by its failure to carry out proper maintenance has
facilitated the tenants to default in payment of rents.

2345 Accountal for rentals

Para 4.9 of the Andhra Pradesh Municipal Accounts Manual (August 2007)
stipulates detailed procedure for accounting of collections. Demand, collection
and balance of all revenues have to be prepared to review and monitor the
trend of collections at frequent intervals. There was no assurance with regard
to proper accountal for rents from shopping complexes/markets as out of the
total 2166 shops/stalls allotted, lease agreements for 623 shops/stalls
(28.76 per cent) were stated to be not available with GHMC and in the
absence of which occupancy of shops by original lease holders could not be
ascertained. Similarly, date of expiry of lease agreement/due date for revision
was not ascertainable.

GHMC admitted (June 2010) that many of the lease agreements were executed
decades ago and found missing. As such these could not be revised. However
issued notices to all the lessees of municipal markets and complexes for
execution of lease agreement and to revise rents as per present market value.

Lease agreements are vital financial documents and non-availability of such
important documents is a matter of serious concern.

To ensure a fair and transparent way of handling the issue, rent fixation should
have been periodic with a definite date rather than following a case by case
approach.

2.3.4.6 Enforcement of legal provisions

As per Section 537 of GHMC Act, 1955, the Commissioner has the power to
expel from any municipal market any person contravening bye-laws or
regulations. The best remedy against defaulters is to take deterrent penal action.
GHMC incorporated the following penal provisions in the agreement while
leasing out the shops and markets to the lease holders.
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1.

iii.

1v.

The lessee shall not mortgage, exchange or transfer or part the
possession or sub-let in full or a portion of the shop, which is liable for
Criminal action and liable for eviction without notice.

The lessee shall not take any business partner/partnership in the
allotted shop without prior permission from the MCH, if do so, the
lease will be cancelled and the lessee will be evicted.

The monthly rent shall be payable by the lessee in advance on or
before 5™ of each month. The defaulter is liable to pay penal interest at
the rate of 12 per cent per annum on arrears of the rent due. Such rate
of interest as may be revised from time to time on the over-due rent
and compounded monthly.

The GHMC shall have the right to cancel the allotment and terminate
the lease agreement on a month’s notice and take the possession of the
shop,

e if the premises remain locked for more than four months
continuously without intimating to lessor,

e if the lessee defaults in the payment of rent or any other amounts
due from him/her for period of three months.

However the scrutiny of records of GHMC revealed the following:

Effective periodic inspection was not carried out to detect unauthorized
subletting and eviction. The shops/stalls numbering 436 in 21 shopping
complexes were unauthorisedly occupied by parties other than the
original allottees.

In respect of Nacharam Complex, the erstwhile Commissioner of
Kapra municipality allotted shops without collection of goodwill
amount from the lease holders. Consequently the parties also defaulted
in payment of rents as pointed out in sub-para 2.3.4.3. This is a clear
case of failure on the part of GHMC for effective and timely initiation
of action against the defaulters. As per the records certain shops
remained locked up by the allottees since their allotment (June —
October 2003) and GHMC had so far not taken any effective measures
either to recover outstanding dues from the allottees or to evacuate
them for re-allotting the shops to others.

A single individual was allotted (January 2008) 40 shops out of 56
shops in the ground floor of Abids Municipal complex, which is a
prime commercial area. Despite the amounts to the extent of
Rs 13.85 lakh being due (January 2008 — March 2010) from him,
GHMC had not taken effective action to get them vacated.

Similarly, there were huge arrears in respect of shop no.16 (since
allotment in May 2001 to March 2010) amounting to Rs 19.37 lakh in
the same complex.
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On the above being pointed out, GHMC replied that

° All the unauthorized occupants were not unauthorized, some might be
legal heirs. Notices were issued to all to appear before GHMC for
executing lease agreements.

o In respect of Abids municipal complex, the dues could not be collected
since the shops were in dilapidated condition. In case of arrears in
respect of single person, it was stated the said person vacated and
action being initiated to collect the dues.

2.3.4.7 Maintenance of shopping complexes/markets

Many of the markets and shopping complexes were constructed long back and
some of them were closed due to dilapidated condition (Ex. Mallepally market
kept idle since April 2000). Since this market is located in prime area,
necessary repairs could have been carried out to augment revenue in the form
of rents. However, GHMC failed to provide budget for repairs/maintenance.
Similarly, non-repair has been used as a plea to continue with old low rentals.

GHMC replied (June 2010) that proposals for redevelopment of GHMC
markets were being processed including Mallepally market. But this was
pending due to non provision of alternative space to the existing vendors.

The “tenants” do not have a right for perpetual occupation for eternity.
Temporary dislocation is unavoidable to carry out essential repairs.

2.3.4.8 Internal control

The Andhra Pradesh Municipal Accounts Manual and Asset Management
Manual prescribed the procedures for management of shopping complexes
which include collection of rents, maintenance of registers and accountal of
revenue realizations from commercial complexes and markets. The municipal
Commissioners were primarily responsible for timely verification of
properties. The HMC Act, 1955 also empowers the Municipal Commissioners
to expel from any municipal market any person contravening bye-laws or
regulations.

However, non-maintenance of proper records/database, poor collection of
rents, non-revision of rents for decades together, unauthorized occupants,
defaults in payment of rents indicate lack of effective internal controls in
management of shopping complexes by GHMC.

235 Conclusions

The whole issue of management of shopping complexes/markets was handled
in an unprofessional manner by the GHMC. There is no comprehensive
database of all properties in the GHMC. The rates fixed way back (1972/1984)
were still continuing without periodic revision resulting in undue benefits to
the lessees and loss of revenue to the Corporation. They were even far less
than the nominal rate of rent adopted for fixation of Property Tax. The
collection of rents was also poor and many of the leaseholders were allowed to
occupy the shops even after they defaulted in payment of rents for years
together. Despite incorporating legal provisions in lease agreements, GHMC
failed to initiate effective penal action against defaulters and unauthorized
occupiers. Improper planning in assessment of demand for shops led to many
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of the shopping complexes constructed way back remaining idle. The major
objective of revenue augmentation remained unachieved. There was lack of
effective internal controls.

2.3.6 Recommendations

> The data with regard to all the properties pertaining to GHMC should
be integrated.

> Immediate steps need to be taken to revise the rents to improve the
revenue generation from shopping complexes/markets.

> The arrears of rents together with interest should be collected duly
taking effective penal action against defaulters.

> Periodical physical verification of properties should be carried out to
detect unauthorized occupation/verification of genuineness of
occupants/ascertaining the condition of buildings.
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[ CHAPTER III ]

AUDIT OF TRANSACTIONS

PANCHAYAT RAJ & RURAL EMPLOYMENT DEPARTMENT
AND PANCHAYAT RAJ & RURAL DEVELOPMENT DEPARTMENT

31 PANCHAYAT RAJ INSTITUTIONS

3.1.1 Lapses in operation of House Building Advance account

Operation of House Building Advance account by Zilla Praja Parishad,
Warangal suffered from various lapses.

With a view to give the benefit of payment of House Building Advances to the
staff of PRIs from the State Funds, the Government of Andhra Pradesh issued
(December 1989) orders according to which funds would be released to the
ZPPs as loan repayable in 10 equal annual installments with a moratorium of
two years. The loan amount would carry interest at 8 2 per cent or at a rate
fixed by the Government from time to time on the diminishing balances to be
remitted to the Government along with principal every year.

Scrutiny of records of Zilla Praja Parishad (ZPP), Warangal revealed that the
Government of Andhra Pradesh released (1990-2004) an amount of
Rs 1.17 crore towards HBA. The following lapses were noticed in operation
of HBA account.

Remittances to Government

. Instead of remitting the installments of loan amounts annually (from
1992), ZPP remitted the installments only four times in 1998, 2005,
2008 and 2009.

. Despite making recoveries from the employees, ZPP remitted only an

amount of Rs 67.84 lakh to the end of October 2009 as against the
principal of Rs 1.02 crore (March 2009) and interest of Rs 54.06 lakh
(March 2004)" due for remittance to the Government.

Maintenance of separate account

The recoveries effected from the staff were adjusted (upto 2001) to the
general fund instead of a separate revolving fund account to be
maintained for the purpose.

Diversion of HBA recovered amount / HBA grant

. ZPP released (1990-2004) an amount of Rs 1.82 crore towards HBA to
the staff against the Government grant of Rs 1.17 crore. Excess
amount of Rs 65.15 lakh was diverted from HBA recovered amount
without fulfilling remittance obligation.

! Details of interest due as on March 2009 were not furnished.
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. An amount of Rs19.00lakh was diverted (2004-05) towards
construction of ZPP quarters from the HBA grant.

On the lapses being pointed out, the Chief Executive Officer, ZPP replied
(November 2009) that separate account was not maintained due to lack of
proper guidance and action was being taken to remit the outstanding dues to
the Government. There was no periodical watch both at the Commissioner as
well as the Government level over the amounts due to be remitted to the
Government. The State Audit also did not highlight the lapses despite
conducting regular audit of the accounts of PRI.

Thus the lapses in operation of HBA account by ZPP, Warangal resulted in
accumulation of dues to the extent of Rs 88.22 lakh® besides diversion of
recoveries to other purposes.

The matter was reported to the Government (December 2009); reply had not
been received (October 2010).

3.1.2  Short receipt of grants by PRIs

Adoption of outdated census (1991) for release of per capita grant to PRIs
resulted in deprival of their legitimate source of revenue to the extent of
Rs 21.02 crore.

In conformity with the provisions’ of Andhra Pradesh Panchayat Raj Act,
1994, the State Government issued orders (June 1998) to pay every year
per capita grant to Zilla Praja Parisads (ZPP), Mandal Praja Parishds (MPP)
and Gram Panchayats (GP), a sum calculated at the rate of rupees four, eight
and four respectively per person residing in the ZPP, MPP and GP concerned
in the State according to the latest census figures. This grant is released to
augment their revenue resources.

The per capita grant forms part of the General Fund of the respective PRIs
from which various developmental activities viz., up gradation, maintenance
and restoration of existing assets; undertaking of SC, ST, Women and Child
Welfare programmes; improvements for drinking water etc., would be taken
up by them besides meeting their office management, establishment
expenditure and unforeseen contingencies.

Scrutiny of records’ pertaining to release of per capita grants to PRIs during
the years 2007-08 and 2008-09 revealed that instead of adopting 2001
population census, the State Government released per capita grant to PRIs
based on 1991 census, which resulted in short receipt of funds by PRIs to the
tune of Rs 21.02 crore as detailed in Table 3.1 below:

? Principal of Rs1.02crore (March 2009) + interest of Rs 54.06 lakh (interest as on
March 2004, as interest due as on March 2009 were not furnished) — Rs 67.84 lakh remitted to
the Government.

? Sub-section (1) of Section 268 read with Section 74 (GPs), 172 (MPPs) and 198 (ZPPs).

* Short release of Per capita grant was noticed in all test checked PRIs.
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Table 3.1
(Rupees in crore)
S.No. | PRIs Rural Per capita grant for the years 2007-08 Shortfall
Population as and 2008-09
per 2001 census To be released Released

ZPP 44.18 41.52 2.66
2 MPP 55223944 88.36 72.66* 15.70
GP 44.18 41.52 2.66
Total 176.72 155.70° 21.02

*In case of MPPs, even with reference to 1991 census there was short fall in release of funds
to the extent of Rs 10.38 crore during 2007-08.

On this being pointed out, the Commissioner/PR stated (January 2010) that the
Government was addressed to make sufficient provision in the budget to
release per capita grant as per the latest census but the same was not
considered by the Government.

Thus the adoption of outdated census (1991) by the State Government for
release of per capita grant to PRIs resulted in deprival of their legitimate
source of revenue of Rs 21.02 crore and also reduced the availability of funds
to that extent for various socio-economic development activities to be
implemented in rural areas.

The matter was reported to the Government (April 2010); reply had not been
received (October 2010).

3.1.3 Loss of revenue

Lapses in management of ferry operations by the MPDO Kotipally
Gangavaram led to loss of revenue of Rs 25.26 lakh.

According to the provisions of Andhra Pradesh Panchayat Raj Act, the
management of a ferry vests in Mandal Praja Parishad if the road connecting
the ferry is maintained by the Mandal Praja Parishad concerned. The fees
through ferry can be collected either by the MPP concerned or by disposing
the collection rights to the private person through auction and tender system.
The Commissioner Panchayat Raj and Rural Employment (CPR&RE) issued
(March 1999) specific guidelines for conducting auctions for ferries. The
amount realized from the ferry operation would be apportioned among the
ZPP, MPP and GPs in the ratio of 25:37.5:37.5.

Audit scrutinised records pertaining to the management of Kotipally ferry by
the MPP Kotipally Gangavaram, East Godavari district for the years 2007-08
and 2008-09. The following were the two major lapses.

a) Deficiencies in auctioning the toll collection rights of ferry leading to
litigation and not being able to award the work to private parties.

b) Shortfall in collection of revenue by the department. Consequently
there was a loss of revenue to the extent of Rs 25.26 lakh.

5 Details as furnished by the Commissioner PR&RE.
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The details are as follows:
2007-08

Mandal Parishad Development Officer (MPDO) decided to introduce private
operator instead of operating the ferry departmentally and auctions for the
period July 2007 to June 2008 were conducted on 30 June 2007. Against the
upset price of Rs 16.12 lakh (12 months), the highest three offers received
were for Rs 20 lakh, Rs 18 lakh and Rs 17.55 lakh.

One of the Mandal Parishad Territorial Constituencies (MPTC) challenged the
tender proceeds and filed (2007) a writ petition on the ground that auction
notice was not in accordance with the guidelines® issued by CPR&RE. As a
result ferry collection rights were not leased out to any private party and ferry
was operated departmentally. In this connection the following are the audit
observations.

. The ferry was to be operated by a private party with effect from
1 July 2007. The auctions should have been conducted well in advance
in order to sort out any teething problems. But this was done at a
belated stage on 30 June 2007.

. Given the substantial revenue implications, the MPDO should have
carried out the auction proceedings in a fair and transparent manner to
avoid litigation. There was failure to follow the procedure stipulated.

. The department earned a meagre net revenue of Rs 5.20 lakh against
the amounts (Rs 17.55 lakh to Rs 20 lakh®) offered by bidders.

2008-09

Auctions for the period from July 2008 to March 2009 were conducted at a
belated stage on 21 June 2008. Against the upset price of Rs 11.24 lakh
(9 months), the highest three offers received were for Rs 15 lakh, Rs 14 lakh
and Rs 12.52 lakh.

The MPDO failed to get the court case cleared before conducting the auction
for 2008-09 by promising to abide by the stipulated procedure. The highest
bidder was unable to conclude the agreement as the court case in respect of
auction conducted for 2007-08 was still pending. Consequently, the ferry was
operated departmentally during the year and as against the amounts
(Rs 12.52 lakh to Rs 15 lakh) offered by bidders, a net amount of Rs 4.54 lakh
was only earned by the department.

8 Certain conditions viz., getting the approval of Collector, publishing the tender notices in
News papers having large circulation in the State, the minimum gap of 15 days between the
date of publication of tender notice and date of auction etc, were not fulfilled.

° The operational cost has been excluded as the amount offered by the bidders would be after
deduction of operational expenses and profit element.
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Thus failure to conduct auctions in a fair and transparent manner to avoid
litigation led to loss of revenue to the extent of Rs 25.26 lakh’” on collection of
fees for the period July 2007 to March 2009.

The matter was reported to the Government (May 2010); reply had not been
received (October 2010).

3.1.4  Raising of bio-diesel plantation

Deficiencies in raising of bio-diesel plants on which an expenditure of
Rs 13.32 crore was incurred resulted in failure of the bio-diesel
plantation.

The State Government decided (January 2006) to raise “bio-diesel plantations”
under NREGS to convert barren lands into productive lands. Test check of six®
Mandals and 24° Gram Panchayats in three districts (Chittoor, Adilabad and
Nalgonda) revealed the following:

Preparatory stage:

A key feature of the NREGS is prioritization of items to be taken up for
execution. Creation of durable community assets is one of the objectives of the
scheme. If raising of bio-diesel plantations has been preferred, it was essential
that this activity be feasible by way of providing sustainable income to the
beneficiaries. The scheme was started without a tie up with the end user of the
plantations that would be raised. The feasibility report indicating the financial
cash flows was also not prepared. Without undertaking such an elementary but
vital exercise the scheme was implemented.

Execution stage:

The following agencies were involved in implementation of the bio-diesel
plantations.

SL.No. Details of processes Agency involved
1. Raising of saplings Divisional Forest officers (DFO)
2. Supply of saplings at the district level ](?S;tvr;\(/:[tA)Water Management - Agency
3. Plantation Mandal Parishad Development officers
7 2007-08 (Rs 20 lakh minus Rs 5.20 lakh) Rs 14.80 lakh
2008-09 (Rs 15 lakh minus Rs 4.54 lakh) Rs 10.46 lakh
Total Rs 25.26 lakh

Adilabad district - Kuntala and Tiryani, Chittoor district - Gangadhar Nellore and
Gangavaram, Nalgonda district - Narkatpalle and Nuthankal.

° Adilabad district - Kalluru, Chkepalle, Downelli, Turati, Mangi, Pangidi Madaram,
Gaddalpalli and Laddiguda; Chittoor district - Kalivedu, Pathapalem, Thugundram,
Vizzupalle, Gangavaram, Keelapatla, Mamadugu and Pattikonda; Nalgonda district -
A.P.Lingota, Pallepahad, Cheruvugattu, Nandra, Chandupatla, Manindla Madava, Yedavelli
and Pedanemila
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There was no coordination between the agencies (DFOs and MPDOs)
involved in raising of saplings and plantation. Without obtaining the data
relating to the number of saplings to be lifted from nurseries, pits were dug in
advance (more than 90 per cent during 2006-07) in the lands of NREGS
beneficiaries. As against 147.81 lakh pits dug in three test checked districts
during 2006-09, 64.59 lakh pits were only utilised for plantation leaving
83.22 lakh pits (56 per cent) unplanted to the end of 2009 although sufficient
plants were available with MPDOs. The expenditure incurred on excess
digging of pits as arrived by audit was Rs 4.99 crore, as detailed in Table 3.2

below.

Table 3.2

(Rupees in lakh)

Shortfall in
planting of
saplings

Adilabad 7152667 429.16 2955556 4197111 251.83
Nalgonda 3494667 209.68 1701587 1793080 107.58
Chittoor 4133833 248.03 1801587 2332246 139.93

During the period 2006-09, saplings were raised in nurseries and supplied to
MPDOs for distribution and plantation in the lands belonging to NREGS
beneficiaries. Details of saplings raised in the nurseries and lifted by MPDOs
for plantation in the test checked districts were given in Table 3.3 below:

Table 3.3

(Rupees in crore)

Adilabad 5698000 1.20 5433000 2955556 2477444
Nalgonda 8544500 2.45 2346624 1701587 645037
Chittoor 10790000 3.19 8492400 1801587 6690813

. It would be seen from above that the saplings lifted by MPDOs were
not planted in full and 98.13 lakh saplings were left unplanted, the

value of which was Rs 2.68 crore'”.

' This was arrived at by dividing the total expenditure of pitting by the cost stipulated for

each pitting.

"' This was arrived at by dividing the total expenditure of plantation by the cost stipulated for
planting of each plant.
"2 Computed on pro-rata basis (98.13 lakh plants / 250.32 lakh plants x Rs 6.84 crore).
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o The existing survival rate was examined by audit in test checked
districts. In Adilabad district, the survival rate of bio-diesel plants as
per the consolidated report was only 14 percent to the end of
March 2009, whereas no evaluation reports were furnished to audit in
respect of Nalgonda and Chittoor districts. The percentage of survival
rate in respect of two test checked GPs (Chandupatla and Chervugattu)
of Nalgonda districts ranged between 2 and 5. The PD, DWMA of
Adilabad and MPDOs in Chittoor and Nalgonda districts attributed the
failure to unsuitable soils, unseasonal rains and improper maintenance
of plants by NREGS beneficiaries. This indicates inefficiency of
implementing agencies. Uncertainty of rains is a known factor. The
sites were however selected without being assured of water essential
for survival. There was deficient training / co-ordination with
beneficiaries with regard to maintenance.

The Government stated (June 2010) that some plants died during transportation
for supply to MPDOs and claimed that the balance were planted. However, the
Government’s reply is not in conformity with the records maintained by District
level authorities (PD, DWMA) with regard to supply of plants to MPDOs. The
amount booked towards expenditure contradicts the Government reply with
regard to number of saplings planted.

Thus, the raising of bio-diesel plantations on which an expenditure of
Rs 13.32" crore was incurred in preference to building durable community
assets was not handled in a professional manner. The farmers were deprived of
utilizing the land for alternative purposes.

" Expenditure incurred on total pits dug Rs 8.87 crore and plants lifted by MPDOs
Rs 4.45 crore was taken into account.
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MUNICIPAL ADMINISTRATION & URBAN DEVELOPMENT

DEPARTMENT
3.2 URBAN LOCAL BODIES
3.2.1 Non-augmentation of revenue

Inappropriate procedure adopted by the Commissioner, Srikakulam
municipality for allotment of shops to old vendors in the new shopping
complex resulted in non-augmentation of revenue to the extent of
Rs 47.77 lakh and the expenditure of Rs 1.76 crore incurred on the
shopping complex locked up in an idle asset.

Srikakulam municipality undertook (May 2006) construction of shopping
complex (204 shops'*) at municipal market under Integrated Development of
Small and Medium Towns (IDSMT) scheme and completed (December 2008)
at a cost of Rs 1.76 crore. The new construction was taken up by dismantling
old shops (169 Nos) as the existing structures were in dilapidated condition
and also to promote the revenue generation of the municipality.

Before taking up new construction of shopping complex in place of old shops
occupied by 169 vendors, the municipality resolved (July2006) to
accommodate the existing lease holders in the new shopping complex and
25 per cent of the existing rent was collected .

Construction of the shopping complex involved substantial outlay. The
municipality was already earning revenue from the old shops. Smooth
transition to the new shopping complex was vital.

In the old complex the accommodation to the tenants was non-uniform and
they were all located on the ground floor. There were 151 tiled roof shops and
18 sheds. The new complex had
91 shops, 30 sheds and
28 temporary shops in ground
floor and 55 shops in first floor.

Before undertaking construction
of the shopping complex the
critical issue of how the old
tenants would be accommodated
in the new complex was not
sorted out. Even though all the
shops were not uniform, common
lottery system was followed .
(July 2009) for allocation of shops to the old 169 vendors in the new shopplng
complex (ground & first floor). Some of the merchants were aggrieved'® over

' 146 permanent shops, 30 permanent sheds and 28 temporary shops.

' Rs 3.94 lakh collected from May 2006 to October 2009. As per the council resolution
25 per cent of the existing rent would be collected till allotment of shops in new complex.

'® A common lottery system was followed for all the 169 shops which included both shops and
sheds paid at different rates of rents in old complex.
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the allotment and approached the court of law. As a result all the 204 shops
remained vacant till date (December 2009) due to stay order passed
(August 2009) by the Court.

Thus the inappropriate procedure adopted by the Commissioner, Srikakulam
municipality for allotment of shops to the old vendors in the new shopping
complex resulted in non-augmentation of revenue to the extent of
Rs 47.77 lakh'” and the expenditure of Rs 1.76 crore incurred on the shopping
complex locked up in an idle asset.

The matter was reported to the Government (January2010); reply had not
been received (October 2010).

3.2.2 Deficient planning in execution of Andhra Pradesh Urban
Reforms and Municipal Services Project works

Entrustment of works to contractor under Andhra Pradesh Urban
Reforms and Municipal Services Project by Vikarabad Municipality
without ensuring adequate funds upfront resulted in non-completion of
works even after lapse of over three years as against the stipulated
completion period of eight months and an amount of Rs 28.40 lakh
remained blocked in incomplete assets.

With the intention to develop the infrastructural facilities and bring about
environmental improvements in slum areas of Urban Local Bodies, the
Commissioner and Director of Municipal Administration, Urban Development
Department sanctioned (August 2005) four packages (involving nine CC road
works apart from an underground drainage and water supply work) under
Andhra Pradesh Urban Reforms and Municipal Services Project (APURMSP)
to Vikarabad Municipality at an estimated cost of Rs 3.28 crore. The project
was to be funded in the ratio 90:10 by APUFIDC'" and municipality
respectively. The Government deferred the fourth package estimated at
Rs 1.61 crore and for which no specific reasons were on record.

All the projects were of short duration of about eight months. Given that the
works were to be completed with a short span of eight months, it was essential
to have full funds available upfront for making timely payments to contractors
to facilitate completion of works as per time schedule.

Scrutiny of records of the work revealed the following:

. Without ensuring availability of full funds in advance to complete the
works, municipality entrusted (March 2006) the works to contractor
under three packages'’ at an agreement of value of Rs 1.73 crore.

17 Monthly rents for Rs 3,98,100 ( 1 shop each @ 2100, 2800, 3400, 4000, 5000 = 17300,
2 shops each @ 1150, 1200, 1800 = 8300, 36 shops @ 1250=45000, 40 shops @
1500=60000, 50 shops @ 2000=100000, 67 shops @ Rs 2500 = 167500) for 12 months
(January 2009 to December 2009) = 47,77,200.

" Andhra Pradesh Urban Finance and Infrastructure Development Corporation.

" Package I (3 works — CC roads Package II (6 works —CC roads and water supply works)
Package III (1 work — CC roads) estimated at Rs 1.67 crore.
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. Government released only an amount of Rs 85.28 lakh and that too in
installments. An amount of Rs 17 lakh was released in March 2006 and
the balance amount of Rs 68.28 lakh was released in three spells viz.,
Rs 22 lakh in April 2006, Rs26.28 lakh in February 2007 and
Rs 20 lakh in May 2008.

. Except the works under third package™, all the remaining works stood
incomplete to end of agreement period of November 2006. Even in
May 2007, the progress of work was tardy ranging from
8 to 72 per cent under first and second packages. At this stage the
contractor expressed (May 2007) his inability to proceed further on
account of increase in material cost. The expenditure incurred up to the
end of May 2007 on first and second packages was Rs 28.40 lakh and
the cost of remaining works worked out to Rs83.20 lakh
approximately.

The Commissioner stated (October 2009) that the contractor’s plea for
revision of rates was turned down and proposals were submitted to the
Government for re-inviting tenders for left over works. So far the agreement
was not cancelled and the information with regard to further progress is
awaited from the Commissioner.

The above observation was communicated to the Government and CDMA
(HOD of MA&UD Department) duly pointing out the failure of the
Committees at the State level responsible to approve the projects submitted by
the ULB and monitor and review the implementation of the project for timely
completion. But the reply is awaited.

Thus, entrustment of works to contractor under APURMSP without ensuring
adequate funds upfront to complete the works resulted in non-completion of
works even after lapse of over three years as against the stipulated completion
of eight months. An amount of Rs 28.40 lakh remained blocked in incomplete
assets. Thus the key objective of improving infrastructure in urban slums by
providing adequate water supply facilities and roads remained unachieved.

The matter was reported to the Government (January 2010); reply had not
been received (October 2010).

323 Deficient planning in commissioning of e-Seva centres

Lack of integrated approach in execution of various components of works
relating to commissioning of e-Seva centres resulted in non-fulfillment of
the objective of improving service delivery mechanism of the
municipalities for the citizens besides blocking of Rs 25.69 lakh in
incomplete assets.

State Government (MA&UD) decided to establish e-Seva centres by Urban
Local Bodies at important locations convenient to citizens, with computerized
on-line facility to provide services like payment of electricity and telephone

» completed at a cost of Rs 46.09 lakh
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bills, sale and acceptance of Passport applications, reservation of APSRTC bus
tickets, sale of non-judicial stamps, issue of birth/death certificates, payment
of property tax, issue/renewal of trade licenses and acceptance of trade license
fee etc.

The components and the authorities involved in commissioning of
e-Seva centres are as follows.

1. Construction of structure for | Commissioner and Director of Municipal
operating e-Seva centre Administration and the Urban Local Body
concerned
2. Installation of computers with | The Commissioner, Electronically Deliverable
required software Service (EDS) under Information Technology

For speedy achievement of the objective of commissioning of e-Seva centres,
the following were required to be undertaken.

e Drawing up a time frame for execution of each of the components
mentioned above duly ensuring the availability of site for construction of
structure.

e  Preparation of estimates for the two components.

e  Advance allotment of funds for all the components and execution of the
works in a synchronised manner for speedy completion of the project.

Scrutiny of records of Vikarabad and Nagari Municipalities revealed the
following:

Vikarabad | 10 lakh | Though the
construction
?810%St of e-Seva
centre was
completed
(October
2003) at a cost
of
Rs 10.92 lakh
the same was
not
commissioned
(December
2009)  even
after
completion of
more than six
years due to

! The sanctions were for construction of e-Seva centre only and cost of installation of
computers and software was not included in the estimates.
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non-installation of computers and required software. The
Commissioner stated (October 2009) that the municipality was
not responsible for installation of computers and the department
concerned”® would take the installation work.

The stipulated period of construction of e-Seva structure was
three months. The construction should not have been initiated
without ensuring simultaneous action taken for procurement /
installation of computers.

Nagari

10 lakh

November
2005

Though  funds
(Rs 10 lakh)

were released in
November 2005,
the Municipality

sent the
proposals for
allotment of land
for construction
of e-Seva
structure only in
February  2006.
The land was,
however, not
allotted till
April 2008.

Yet tenders were called in May 2008 and the work was
entrusted to contractor in August 2008.

It was initially estimated (2005) that an amount of Rs 10 lakh
would suffice.  Since the work could not be taken up
immediately due to non-alienation of land and delay in
according technical sanction®, the revised requirement was not
assessed and full funds®* not obtained to ensure smooth progress
of work. As a result, the structure of the building was only
completed to end of January 2010 by incurring an expenditure of
Rs 14.77 lakh, leaving the other items viz., electrification, water
supply, furniture etc., yet to be taken up. An amount of
Rs 8.50 lakh was further required for completion of these items.
However, this amount has so far not been released to the
municipality. Thus, the above series of deficiencies resulted in
the benefits of e-Seva centre not being accrued to the public
besides blocking up of an amount of Rs 14.77 lakh® in an
incomplete asset.

The Commissioner replied (August 2010) that balance items
would be completed on receipt of funds from Commissioner and
Director of Municipal Administration.

* Director, e-Seva of Information technology and communications department.

 Technical sanction was accorded (May 2008) for Rs 15 lakh.

*Rs 10 lakh was released in November 2005 and Rs 5 lakh was released in October 2009. In
addition Rs 8.50 lakh was further required.

» Rs 14.77 lakh was incurred to the end of January 2010 towards construction of e-Seva

structure.
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Thus lack of integrated approach in execution of various components of works
relating to commissioning of e-Seva centres resulted in non-fulfillment of the
objective of improving service delivery mechanism of the municipalities for
the citizens besides blocking of Rs 25.69 lakh in incomplete assets.

The matter was reported to the Government (April 2010); reply had not been
received (October 2010).

3.2.4 Non-augmentation of revenue resources

Inappropriate methodology adopted for construction of beef and mutton
shops at vegetable market, Vikarabad led to not only non-realisation of
revenue of Rs53.59lakh but the existing revenue resources of
Rs 32.13 lakh being the expenditure incurred on construction locked up
in idle assets.

With one of the objectives of promoting resource generating schemes for the
urban local bodies to improve their overall financial position, GOI introduced
a scheme namely IDSMT, where the ULBs were permitted to undertake the
development of market complexes/shopping centers. Accordingly, the State
Government accorded (September 2003) sanction for construction of beef and
mutton shops at vegetable market, Vikarabad under the scheme for
Rs 31.46 lakh. Technical sanction was accorded by Superintendent Engineer,
Public Health for Rs 34.44 lakh in October 2003. The Vikarabad Municipality
entrusted the work to a contactor in May 2006 and the construction of shops
(44 Nos.) was completed (June 2007) at a cost of Rs 32.13 lakh.

Absence of prior tie up was fraught with risk of either lack of demand for the
constructed shops or parties exploiting the situation of vacant shops to drive
down the lease rentals making the construction unviable.

Without entering into prior tie up with parties for leasing out the shops,
Municipality undertook construction of shops. It was only in October 2009
i.e. after two years of completion of the construction, Municipal council
finalized the goodwill amount and monthly rent. Auctions were not conducted
so far. As such the shops remained vacant even after completion of 29 months
of construction of shops.

On this being pointed out, the Commissioner admitted (October 2009) that
valuable time was lost in allotting the stalls and action would be initiated to
auction the shops to avoid financial loss to municipality.

Thus, failure of the State Government to ensure the viability of the project
before according sanction and delay in auction of shops by the ULB led to
non-augmentation of revenue of Rs 53.59 lakh®® besides locking up the
existing revenue resources of Rs 32.13 lakh being the expenditure incurred on
construction in idle assets.

* Goodwill amount 44 x 92000 = 4048000 plus monthly rents for Rs 45200 (6 shops @
Rs 1200 = 7200 and 38 shops @ Rs 1000 = 38000) for 29 months (July 2007 to November
2009) = 1310800.
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The matter was reported to the Government (December 2009); reply had not
been received (October 2010).

3.2.5 Lack of integrated approach in water supply works

Lack of integrated approach in execution of the various components of
works relating to supply of water resulted in non-fulfillment of the
objective of improving the drinking water supply facilities to inhabitants
of Warangal town and an amount of Rs 87.05 lakh incurred on
construction of ESR by the Warangal Municipal Corporation remained
blocked in an incomplete asset.

The State Government launched (2004-05) Andhra Pradesh Urban Reforms
and Municipal Services Project (APURMSP) for bringing about Urban Sector
reforms, improvement in civic infrastructure and Poverty reduction. As per the
guidelines, the Committees at the State Level viz., Project Appraisal
Committee (PAC), Steering Committee and Empowered Committee shall
examine the proposals and approve the project reports submitted by the
implementing agencies and timely review and monitor for successful
implementation of the projects.

Scrutiny of records of Warangal Municipal Corporation pertaining to one of
the APURMSP projects revealed the following:

With a view to improving the drinking water supply facilities for the
inhabitants of Warangal town, Warangal Municipal Corporation (WMC)
proposed (April 2005) construction of 1000 KL capacity Elevated Service
Reservoir (ESR) at Shambunipet and the State Government sanctioned
(July 2005) the same under Andhra Pradesh Urban Reforms and Municipal
Services Project (APURMSP).

The project of water augmentation involved the following components.
i.  Construction of storage reservoir.
ii.  Laying of pipelines from water source to reservoir.
iii.  The distribution network from reservoir.

For speedy achievement of the objective of providing water supply the
Corporation should have done the following:

o Draw up a time frame for each of the components mentioned above.
. Prepare estimates for the three components.
. Ensure the provision of funds for all the three components and

execution of the works in a synchronised manner for speedy
completion of the project.

However, scrutiny of records revealed the following:

. The Special Officer and District Collector, Warangal accorded
(July 2005) the administrative sanction for the construction of ESR
alone without provision for laying of pipeline, outlet connections etc.

100




Chapter Il — Transaction Audit

. Accordingly, WMC undertook (December 2005) the construction of
ESR alone and the same was completed (March 2007) at a cost of
Rs 87.05 lakh.

. It was only after a lapse of four years from the date of sanction
(July 2005) of the ESR, the other items of works viz. laying of pipe
lines, outlet connections etc. were sanctioned (August 2009).

The above observation was communicated to the Government and CDMA
(HOD of MA&UD Department) duly pointing out the failure of the
Committees responsible to monitor and review the implementation of the
project. But the reply is awaited.

Thus lack of integrated approach in execution of various components of works
relating to supply of water resulted in non-fulfillment of the objective of
improving drinking water supply to the inhabitants and an amount of
Rs 87.05 lakh remains blocked in an incomplete asset.

The matter was reported to the Government (December 2009); reply had not
been received (October 2010).

Hyderabad (G.N. SUNDER RAJA)
The Principal Accountant General (Civil Audit)
Andhra Pradesh
Countersigned
New Delhi (VINOD RAI)

The Comptroller and Auditor General of India
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(Reference to Paragraph 1.1.8 Page 14)

Appendix-1

Statement showing the district wise and department wise funds devolved to PRIs during 2008-09

(Rupees in lakh)
Name of the Department
S.No | Name of the ZPP | Agriculture Animal Fisheries | Social BC Total
Husbandry Welfare | Welfare

1 Adilabad 16.50 000 7.00 000 000 23.50
2 Ananthapur 7.11 000 000 000 000 7.11
3 Chittoor 7.11 000 1.06 000 000 8.17
4 East Godavari 1.02 000 15.25 000 000 16.27
5 Guntur 488.03 000 2.75 2.00 0.20 492.98
6 Kadapa 7.11 000 2.81 2.00 000 11.92
7 Karimnagar 4.44 000 7.00 2.00 000 13.44
8 Khammam 000 000 13.14 2.00 000 15.14
9 Krishna 000 000 8.26 000 000 8.26
10 Kurnool 5.35 000 2.44 000 000 7.79
11 Mahbubnagar 39.00 000 12.33 000 000 51.33
12 Medak 98.91 000 000 2.00 000 100.91
13 Nalgonda 4.89 000 15.61 000 000 20.50
14 Nellore 989.51 6.00 000 2.00 000 997.51
15 Nizambad 5.37 000 5.29 2.00 0.40 13.06
16 Prakasam 783.33 000 3.57 2.00 0.40 789.30
17 RangaReddy 3.59 000 5.00 000 000 8.59
18 Srikakulam 000 000 1.41 000 000 1.41
19 Visakhapatnam 12.98 000 7.42 000 0.25 20.65
20 Vizianagaram 1.82 000 10.50 000 000 12.32
21 Warangal 6.24 000 000 000 000 6.24
22 West Godavari 000 000 9.50 3.72 000 13.22
TOTAL 2482.31 6.00 130.34 19.72 1.25 2639.62
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Statement showing the district wise pendency of Municipal Accounts

Appendix 2 (i)

(Reference to Paragraph 1.2.4 Page 22)

SL.No. Name of the Years for which Annual Arrear | Current Total
district Accounts due

1. Srikakulam 2008-09 0 5 5

2. Vizianagaram 1996-97 to 98-99, 2004-05, 8 4 12
2006-07, 2007-08, 2008-09

3. Visakhapatnam | 2007-08, 2008-09 1 2 3

4, East Godavari 2007-08, 2008-09 3 7 10

5. West Godavari | 2005-06, 2006-07, 2007-08, 14 7 21
2008-09

6. Krishna 1996-97 to 1998-99, 2004-05, 17 5 22
2005-06, 2006-07, 2007-08

7. Guntur 1987-88 to 89-90, 92-93 to 98- 13 11 24
99, 2004-05 to 2006-07, 2007-
08, 2008-09

8. Nellore 1981-82 to 2003-04, 2004-05 to 31 3 34
2007-08, 2008-09

9. Prakasam 1987-88 to 1990-91, 2007-08, 5 4 9
2008-09

10. Kurnool 1986-87 to 98-99, 2005-06 to 29 4 33
2008-09

11 Ananthapur 1983-84 to 2008-09 15 6 21

12 Chittoor 1994-95 to 1997-98, 2004-05, 10 7 17
2006-07 to 2008-09

13 Kadapa 1980-81 to 1998-99, 2004-05 to 36 6 42
2008-09

14 Adilabad 2008-09 0 7 7

15 Karimnagar 2008-09 0 5 5

16 Khammam 2008-09 0 7 7

17 Warangal 2008-09 0 1 1

18 Mahabubnagar | 1993-94, 1994-95, 2000-01, 6 4 10
2008-09

19 Medak 2001-02, 2002-03, 2007-08, 2 5 7
2008-09

20 Nalgonda 1978-79 to 1980-81, 93-94, 94- 7 3 10
95, 95-96, 2008-09

21 Nizamabad 1989-90, 97-98, 98-99, 03-04, 8 3 11
04-05, 07-08, 08-09

22 Ranga Reddy 1989-90 to 1998-99, 2004-05, 31 2 33

2008-09
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Appendix - 2 (ii)
(Reference to Paragraph 1.2.4 Page 22)

Statement showing the pendency of Annual Accounts in respect of Municipal Corporations

SL.No. | Name of the Municipal Corporation Year of Annual Accounts pending
1. GVMC 1979-80 to 1990-91, and 1992-93 to 1997-98
2 Rajahmundry 2007-08, 2008-09
3. Kakinada 2008-09
4. Eluru 2005-06 to 2008-09
5. Vijayawada 2005-06 to 2008-09
6. Guntur 2006-07, 2007-08, 2008-09
7. Nellore 2003-04 to 2008-09
8. Kurnool 1995-96 to 1998-99
9. Kadapa 2007-08, 2008-09
10. Ananthapur 2005-06 to 2008-09
I1. Tirupathi 2006-07 to 2008-09
12. Warangal 2007-08 , 2008-09
13. Karimnagar 2008-09
14. Nizamabad 2006-07 to 2008-09
Appendix-3
(Reference to Paragraph 2.2.7.1 Page 59)
Schools categorised under residential for assessment of Property Tax
(Amount in Rupees)
S1 Name of the Asst. No. Plinth | Zone | Annual | Zonal rate | Annual tax | Short
No. school area Tax applicable | actually to | assessed
(Sq assessed | for Public be
mts) Utilities assessed*
1 | Srimukha Public 59500/4697 36.00 | 12A 352 10.40 1820 1468
School
2 | SVT College and 61865 92.00 | 11 1028 13.00 5814 4786
School
3 | Vignan Sai 69155 186.78 | 12A 2004 10.40 9442 7438
Public School
4 | Narayana Public | 69500/8281 | 111.30 | 12A 1088 10.40 5626 4538
School
5 | Sri Venkateswara 90698 238.00 | 11 2070 13.00 15036 12966
Engl. Med.
School
Wisdom School 90999/717 98.00 | 11 1096 13.00 6192 5096
Mother Theressa 62029 65.00 | 11 565 13.00 4106 3541
Public School
8 | K. Rajaratnam 66829 176.00 | 11 1749 13.00 11120 9371
Total 9952 59156 49204

*Annual Tax assessed as per the formula adopted by the GVMC.
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Appendix-4

(Reference to Paragraph 2.2.8.1 Page 65)
Statement showing the list of Assessable Advertisement Units

S.No Type of Assessable Advertisement Unit Whether
Permanent/Temporary
1. Hoardings Permanent
2. Uni Poles Permanent
3. Central medians Permanent
4. Electronic boards Permanent
5. Arches/vertical signages/electric lamp poles etc., at Flyovers Permanent
6. Foot Over Bridges Temporary
7. Glow Sign/Neon Sign Boards Temporary
8. Bus shelters Temporary
9. Lit items at shops and establishments Temporary
10. Cinema slides/short films Temporary
11. Closed Circuit TV Ads. Temporary
12. Balloons Temporary
13. Banners on private buildings Temporary
14. Umbrellas Temporary
15. Pole panels Temporary
16. Temporary shop attachment boards Temporary
17. Advt. panels on modern toilets Temporary
18. Tree guards Temporary
19. Electrical Pole Kiosks Temporary
20 Vehicles including APSRTC buses Temporary

Appendix-5

(Reference to Paragraph 2.2.9.2 Page 71)

Statement showing the discrepancies in collection of fees for building permissions

(Amount in Rupees)

BA No.11249 BA No.11827 BA No.11887 BA No. 11768
Dt. 8-8-08 Dt. 22-6-07 Dt. 27-6-07 Dt. 5-9-08
S Venkataramana P Ramesh V Padmavathi M. Jayasree
Details Site area: 196.7 Sqm Site area: 87.74 sqm Site area: 183.78 sqm Site area: 297.24 sqm
Plinth area: 231.12 sqm | Plinth area: 99.63 sqm Plinth area: 99.73 sqm Plinth area: 26.31 sqm
Vacant: 80.61 sqm Vacant: 54.53 sqm Vacant: 142.78 sqm Vacant: 270.93 sqm
Collectable | Collected | Collectable | Collected | Collectable | Collected | Collectable | Collected
BL Fee 8089.20 | 8400.00 996.30 900.00 997.30 900.00 263.10 1050
VUDA 14780.40 | 15240.00 7162.70 | 2550.00 10697.70 | 3430.00 12152.70 | 12190.00
charges
Tree guard 1050.00 | 3150.00 350.00 350.00 350.00 350.00 350.00 350.00
Debris 3000.00 | 3000.00 1000.00 | 1000.00 1000.00 | 1000.00 1000.00 1000.00
charges
Publicity 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
charges
External 1155.60 | 1150.00 498.15 0 498.65 0 131.55 135.00
betterment
Total 28175.2 | 31040.00 10107.15 | 4900.00 13643.65 | 5780.00 13997.35 | 14825.00

106




Appendices

Appendix-6
(Reference to Paragraph 2.2.10 Page 74)
Statement showing shortfall in collection of goodwill

(Amount in Rupees)

Goodwill Shortfall in
Name of the lessee i i
Cocl:é):ex Shop Code X Address of lessee Lease date Leas(;eatzplry ani)oolftv;’;lxle d amount collection of
S/Sri/Smt " collected Goodwill

036 001 V.Chinnabbi 26-7-15 Panda Veedhi | 5/1/2007 3/31/2009 500000 500000 0
(S.V. P Market .Asseel)

013 019 V. Haranadh Jagadamba Shopping 2/1/2008 5/13/2008 2500 2500 0
Complex No.7

013 020 P Durga Jagadamba Shopping 2/1/2008 5/13/2008 6000 6000 0

D/o Simhachalam Complex No.16

015 052 Madhavi Eletronics Tsr Complex 10/1/2006 3/31/2009 11808 11808 0

249 001 K.Srinivasa Rao Amoeba Park, Beach 12/27/2002 12/26/2005 126000 24000 102000
Road

250 005 N V Rajesh 6-11-28a, Ammavari 9/16/2004 9/15/2007 30200 2400 27800
Street Chinnawaltair,

234 001 B.Appalakonda W/o Waltair Market 4/1/2004 3/31/2006 4800 0 4800

Appalaraju

243 009 K.Narayanarao MVP Colony 2/4/2002 2/3/2005 5000 1600 3400

248 001 Y.Damodhar Rao Zen Garden Shop No.1 7/11/2002 7/10/2005 100000 6000 94000

248 002 P.Jagannadha Raju Zen Garden Shop No.2 | 7/11/2002 7/10/2005 175000 6000 169000

232 001 N.Pydiraju Mudasarilova Park 4/1/2005 3/31/2006 36100 0 36100
Parking

244 001 M.V.C.Sekhar Arilova Community 5/3/2005 5/2/2008 180000 0 180000
Hall

252 001 B Babu Vendor Complex 2/26/2003 2/25/2006 15000 960 14040

252 002 U Sankarao Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
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Goodwill Shortfall in
Name of the lessee i i
Cocl:é):ex Shop Code S/Sri/S Address of lessee Lease date Leas(;eatzplry ani)oolftv;’;lxle d amount collection of
LTI " collected Goodwill
Hanumanthwaka Jn.
252 003 G Gowri Sankarachari | Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 004 Shaik Babji Vendor complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 005 V.Tata Rao Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 006 V.Raghavaaiah Vendor Complex, 2/26/2002 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 007 Malleti Lakshmi Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 008 Y.Guramma Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 009 U.V.Apparao Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 010 K.V.Satyanarayana Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 011 V.Appala Raju Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 012 M.Appala Naidu Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 013 K.Nageswara Rao Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 014 Penumatsa Krishna Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Murthy Raju Hanumanthwaka Jn.
252 015 Ch.Prakash Rao Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 016 Ch.Srinivas Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
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Goodwill Shortfall in
Name of the lessee i i
Co::g:ex Shop Code S/Sri/S Address of lessee Lease date Leas(;eaezplry an(ni)oo:tvglxle d amount collection of
LTI " collected Goodwill
Hanumanthwaka Jn.
252 017 Vijay Patro Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 018 B.Ramu Vendor complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 019 M.Vijaya Kumar Vendor complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 020 Ch.Chinna Rao Vendor complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 021 V.Venkata Radha Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 022 K.Jaya Lakshmi Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 023 K Atchiyyamma Vendor Complex, 2/26/2003 2/25/2006 15000 960 14040
Hanumanthwaka Jn.
252 024 G.Appala Raju Vendor Complex, 2/26/2003 2/26/2006 15000 960 14040
Hanumanthwaka Jn.
252 025 S.Appala Narasamma | Vendor Complex, 2/26/2003 2/26/2006 15000 960 14040
243 001 B.S.S.Srinivasa Rao Visakhapatnam 2/2/2002 2/1/2005 400000 5000 395000
220 004 L.K.N.S.Reddy, Asilmetta Shopping 8/29/2003 8/28/2006 163000 16424 146576
Limgam Info. Complex(G F)
238 001 B.Appalakonda V T College Back Side | 4/1/2005 3/31/2006 56000 0 56000
W/o Appalaraju Market
Total 2171408 605732 1565676

*Plinth areas is indicated as zero wherever information was not available
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(Reference to Paragraph 2.2.10 Page 75)
Statement showing the list of shops leased out beyond 12 years

Appendix-7

(Amount in Rupees)

1 03-003-001 | Coastal Trading Shop No B1/13 | 209 4/1/1997 7/8/2002 1306 1500 194 9 1746
Company Janatabazar
Complex
2 05-003-001 | P. Shop No A1/1 209 10/1/1997 | 9/30/2000 602 1500 898 3 2694
Ramanandababu Janatabazar
Complex
3 05-003-002 | S. SHOP NO A1/2 | 209 4/1/1997 3/31/2000 1306 1500 194 9 1746
Appalanarasamma | Janatabazar
Complex
4 05-003-005 | G. Pydaiah Shop No C1/1 209 4/1/1995 3/31/1998 800 1500 700 33 23100
Janatabazar
Complex
5 05-003-006 | A. Demudu Shop No C1/12 | 209 4/1/1995 3/31/1998 1306 1500 194 33 6402
Janatabazar
Complex
6 05-003-007 | A. Demudu Shop No C1/12 | 209 4/1/1995 3/31/1998 1306 1500 194 33 6402
Janatabazar
Complex
7 05-003-010 | V. Sankara Rao Shop No D1/5 209 4/1/1997 3/31/2000 451 1500 1049 33 34617
Janatabazar
Complex
8 05-003-011 | N. Sivanarayana Shop No D1/8 209 4/1/1997 3/31/2000 603 1500 897 9 9441
Janatabazar
Complex
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SINo | Shop LD | Name of the lease | Shop Details Plinth Date of Date of Monthly Rent in r/o Differ No. of Loss due to
holder area Agreement | expiry of Rent shops recently | -ence | months as non-
S/Sri/Smt Sq/mtrs Agreement allotted in the of Dec’09 | enhancement
same shopping beyond 12 of rents
complex years
9 05-003-012 | Y. Santhi ShopNo D1/12 | 209 1/1/1997 12/31/2000 1080 1500 420 9 8073
Swaroop Janatabazar
Complex
10 05-003-013 | M. Jocobson Shop No E1/5 209 4/1/1997 3/31/2000 1306 1500 194 9 1746
Janatabazar
Complex
11 05-003-014 | Ch. Ankal Shop No E1/6 209 4/1/1995 3/31/1998 800 1500 700 33 23100
Janatabazar
Complex
12 05-003-016 | Y. Bhaskar Rao Shop No F1/10 | 209 4/1/1997 3/31/2000 1306 1500 194 9 1746
Janatabazar
Complex
13 05-003-017 | N. Chandra Shop No F1/11 | 209 4/1/1997 3/31/2000 1306 1500 194 9 1746
Sekhar Janatabazar
Complex
14 05-003-018 | P. Suryanarayana | Shop No F1/12 | 209 4/1/1997 3/31/2000 979 1500 521 9 4689
Murthy Janatabazar
Complex
15 05-003-019 | V.M Jocob Son Shop No F1/3 209 4/1/1997 3/31/2000 1305 1500 195 9 1755
Janatabazar
Complex
16 05-003-020 | P. Satyanarayana | Shop No F1/13 | 209 4/1/1997 3/31/2000 1305 1500 195 9 1755
Murthy Janatabazar
Complex
17 05-003-021 | P.N Srinivasa Rao | Shop No E2 209 4/1/1997 3/31/2000 356 800 444 9 3996
Janatabazar
Complex
18 05-003-023 | M/S Costal ShopNoB1/13 | 30 4/1/1997 3/31/2000 1306 2100 794 9 7146
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SINo | Shop LD | Name of the lease | Shop Details Plinth Date of Date of Monthly Rent in r/o Differ No. of Loss due to
holder area Agreement | expiry of Rent shops recently | -ence | months as non-
S/Sri/Smt Sq/mtrs Agreement allotted in the of Dec’09 | enhancement
same shopping beyond 12 of rents
complex years
Transport Corpn Janatabazar
Complex
19 05-004-001 | M/S Bubas S.V.P Market 0* 9/1/1997 8/31/2000 11858 16193 4335 4 17340
Furniture Main Road
Shop
20 05-004- S.A Rehman S.V.P Market 0* 10/1/1997 | 9/30/2000 3700 16193 | 12493 3 37479
002A Main Road
Shop
21 05-006-007 | Ch. Pydi Raju ShopNo 6 Old | 54 6/27/1995 6/26/1998 267 600 333 30 9990
B.S Ph-II
Complex
22 09-009-016 | R Lakshmi Dykes Tank 0* 4/15/1996 | 4/15/1999 700 3100 2400 20 48000
Madhavi Shopping
Complex
23 13-014-001 | S.F Ismail Shop No 1 70 4/1/1995 3/27/1998 750 1550 800 33 26400
Kanakaladibba
Complex
24 13-014-002 | K Varalamma Shop No 2 70 4/1/1995 3/3/1998 750 1550 800 33 26400
Kanakaladibba
Complex
25 13-014-003 | G Sankara Rao Shop No 3 70 4/1/1995 3/28/1998 750 1550 800 33 26400
Kanakaladibba
Complex
26 13-014-004 | P Sakuntala Shop No 4 70 4/1/1995 3/27/1998 1342 1550 208 33 6864
Kanakaladibba
Complex
27 13-014-005 | K Raju Shop No 5 70 4/1/1995 3/27/1998 1275 1550 275 33 9075
Kanakaladibba
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Complex

28 13-014-006 | Y Prasad Shop No 6 70 4/1/1995 3/28/1998 600 1550 950 33 31350
Kanakaladibba
Complex

29 13-014-008 | P Krishna Shop No 8 70 4/1/1995 3/28/1998 725 1550 825 33 27225
Kanakala Dibba
Complex

30 13-014-009 | Sf. Ahammad Shop No 9 70 4/1/1995 3/28/1998 725 1550 825 33 27225
Kanakala Dibba
Complex

31 13-014-010 | N. Ramu Shop No 10 70 4/1/1995 3/28/1998 650 1550 900 33 29700
Kanakaladibba
Complex

32 17-016-020 | Abcd Tsr Shopping 950 11/1/1997 10/30/2000 3907 7120 3213 2 6426
Complex

33 17-017-006 | M. Appala Raju Shop No A2/3 1200 9/1/1997 8/21/2000 4134 6200 2066 4 8264
T.S.R Complex
(S.F)

34 31-301-004 | Ayurvedic Subbalaxminag | 0* 4/1/1992 3/31/2004 507 1244 737 69 50853

Dispensary ar
35 31-301-006 | Sr Supdt. Post Subbalaxminag | 0* 1/23/1989 12/31/1992 450 1244 794 107 84958
Office ar
36 38-308-001 | Post Office Gnanapuram 0* 11/22/1997 | 11/21/2006 300 1490 1190 1190
37 48-315-004 | Vacant Trinadhapuram | 0* 3/31/1997 | 3/30/2000 70 180 110 9 990
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Appendix — 8
(Reference to Paragraph 2.3.4.3 Page 82)
Statement showing the loss of revenue on rents with reference to nominal market rental value fixed for assessment of Property Tax
(Amount in Rupees)

Circle No. Name of the shopping Extent of | Fixation of | Fixation of | Bench mark rent | Bench mark Short Loss of
Complex/ Market area rent per average per sft. Fixed for rent to be fixation revenue per
allotted (in month rent per Sft. assessment of fixed per of rent month towards
sft.) property tax month per sft. rent
Circle No. 1 (Kapra) | Nacharam vegetable market 10,173 72,208 7.10 5.00 50865 -- Nil
Circle No. 2 (Uppal) | Uppal vegetable market 6,560 51,154 7.80 5.00 32800 -- Nil
Uppal vegetable market 9,728 24,320 2.50 5.00 48640 2.50 24320
complex stalls
Berappagadda market 540 3,834 7.10 3.50 1890 -- Nil
Habsiguda Street No.1 1,100 5,535 5.03 6.00 6600 0.97 1067
Habsiguda Street No.§8 3,228 11,556 3.58 6.00 19368 242 7812
Circle No. 4 Fareed market 6,588 873 0.13 4.80 31622 4.67 30766
(Malakpet)
Mysaram market 720 480 0.67 4.80 3456 4.13 2974
Malakpet market 1092 222 0.20 4.80 5247 4.60 5023
Azampura market t 1454 703 0.48 5.00 7270 4.52 6572
Circle No. 5 Begum Bazar market 7383 7308 0.99 7.60 56111 6.61 48802
(Begum Bazar)
Mangalhot market 3638 3224 0.89 4.20 15280 3.31 12042
Mahaboobchowk market 13610 4462 0.33 4.20 57162 3.87 52671
Circle No. 8 (Abids) | Abids municipal. complex 19949 234887 11.78 15.00 299235 3.22 64236
M.J.Market 21025 12721 0.60 9.60 201840 9.00 189225
Azad market 7466 19936 2.67 9.60 71674 6.93 51739
Putlibowli complex 22911 189048 0.25 12.00 279932 11.75 269204
Kandaswamy market 4705 1102 0.23 6.40 30112 6.17 29029
Koti municipal building 6765 26535 3.92 15.00 101475 11.08 74956
complex
Bus depot mulgies 2440 48910 20.05 15.00 36600 -- Nil
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Circle No. Name of the shopping Extent of | Fixation of | Fixation of | Bench mark rent | Bench mark Short Loss of
Complex/ Market area rent per average per sft. Fixed for rent to be fixation revenue per
allotted (in month rent per Sft. assessment of fixed per of rent | month towards
sft.) property tax month per sft. rent
Koti sub-way 1488 17856 12.00 15.00 22320 3.00 4464
Putlibowli old stalls complex 1666 24880 14.93 12.00 19992 -- Nil
SBH, Co-op Society, Dairy 4693 47015 10.01 15.00 70395 4.99 23418
Development
Sarai mulgies 1543 635 0.41 7.70 11881 7.29 11248
Sultan bazar complex 5026 208468 41.18 15.00 75390 -- Nil
Circle No. 9 Chikkadapally market 12067 25409 2.10 6.00 72402 3.9 47061
(Chikkadapally)
Lingampally market 4080 16066 3.94 8.00 32640 4.06 16565
Circle No.10 Khairatabad municipal complex 2477 42848 17.30 15.00 37155 -- Nil
(Khairatabad)
Punjagutta market 1453 2821 1.94 10.40 15111 8.46 12292
Ameerpet market 8721 3193 0.37 10.40 93968 10.03 87472
Circle No. 13 Ramachandra Puram (Srinivasa 2640 6600 2.50 1.40 3696 -- Nil
(Patancheru and Nagar Colony)
RamachandraPuram)
Old Patancheru market area 4276 23706 5.54 1.50 6414 -- Nil
Circle No.18 Maredpally commercial 20983 314748 15.00 11.40 239206 -- Nil
complex
Budha Bhavan complex 72812 925293 12.71 11.40 830057 -- Nil
Chilakalaguda complex 12536 40386 3.22 5.10 63934 1.88 23568
Harihara Kala Bhavan Complex 32610 107423 3.29 11.40 371754 8.11 264467
Total 340146 2526365 222.74 305.20 3320224 1360993

Average monthly rent fixed per sft. — Rs.7.43 (Rs.25,26,365/3,40,146 sft)

Average monthly rent by adopting bench mark rate per sft. —Rs.9.76 (Rs.33,20,224/3,40,146 sft)
Shortfall in fixation of rent with reference to bench mark rate per sft. — Rs.2.33
i.e., Average Loss of revenue towards rent (as per bench mark rates) — Rs.2.33 x 3,40,146 sft = Rs.7,92,540 per month
Average Annual Loss of revenue towards rents on shops/stalls (as per bench mark rates) is Rs.95,10,482 (Rs.7,92,540 X 12 months)
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Appendix-9
(Reference to Paragraph 2.3.4.3 Page 82)
Statement showing the expiry of lease agreement period of shops/stalls

Circle Name of the shopping No. of Shop/stall lease agreements Time elapsed after expiry of lease period
complex/Market shops/ Not Obtained Valid 1-5 5-10 10-20 Beyond Total
stalls | obtained agreement as | years years years 20 years
allotted on date
1. (Kapra) Nacharam vegetable 89 89 0 NA NA NA NA - 0
Makret
Uppal Vegatable market 43 43 0 NA NA NA NA -
Uppal vegetable market 152 152 0 NA NA NA NA - 0
complex stalls
Berappagadda Market 7 7 0 NA NA NA NA - 0
Habsiguda street No.1 9 9 0 NA NA NA NA -
Habsiguda street No. 8 10 10 NA NA NA NA -
4. (Malakpet) Fareed Market 49 12 37 0 0 0 5 32 37
Mysaram Market 24 1 23 0 0 0 0 23 23
Malakpet Market 18 7 11 0 0 0 0 11 11
Azampura Market 31 0 31 0 0 0 0 31 31
5 (Begum Bazar) Begum Bazar Market 166 42 124 0 0 0 5 119 124
Manglahat Market 64 5 59 0 0 0 0 59 59
Mahboob chowk Makret 233 11 222 0 0 0 0 222 222
8 (Abids) Abids municipal Complex 77 0 77 0 54 7 16 0 77
M.J. Market 205 15 190 0 0 0 13 177 190
Azad market 68 0 68 0 0 51 0 17 68
Putlibowli Complex 135 18 117 0 0 3 38 76 117
Kandaswamy Market 75 6 69 0 0 3 3 63 69
Koti municipal building 28 10 18 0 0 1 11 6 18
complex
Bus depot mulgies 13 1 12 0 0 12 0 0 12
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Circle Name of the shopping No. of Shop/stall lease agreements Time elapsed after expiry of lease period
complex/Market shops/ Not Obtained Valid 1-5 5-10 10-20 Beyond Total
stalls | obtained agreement as | years years years 20 years
allotted on date
Koti sub-way 62 62 0 62 0 0 0 62
Putlibouli old stalls 34 25 0 0 0 0 25 25
SBH, Coop Society, Dairy 3 2 0 2 0 0 2
development
Sarai mulgies 3 3 0 0 0 3 0 3
Sultan bazaar complex 83 80 0 0 80 0 0 80
9 (Chikkadpally) Chikkadapally Market 97 38 59 0 0 0 0 59 59
Lingampally Market 65 57 0 0 2 3 52 57
10 (Khairatabad) Khairatabad Municipal 8 8 0 0 8 0 0 8
Complex
Punjagutta Market 44 41 3 0 0 0 3 0 3
Ameerpet Market 39 33 0 0 0 5 28 33
13 (Patancheru and Old Patancheru Market 24 24 0 3 21 0 0 24
Ramachandrapuram)
Ramachandrapuram 44 0 44 0 0 44 0 0 44
(Srinivasa Nagar)
18 Maredpally Commercial 3 3 0 0 0 0 0 0 0
complex
Budha Bhavan Complex 63 6 57 13 34 3 54
Chilakalaguda complex 75 69 6 0 0 0 6 0 6
Harihara Kala Bhavan 23 1 22 9 2 2 8 1 13
Total 2166 623 1543 12 125 249 153 1004 1531

Percentage of expiry of lease agreements is 99.22
(0-5 years: 8.10; 5-10: 16.14; 10-20 years: 9.92; beyond 20 years: 65.07)
Percentage of valid lease agreements is 0.78
Percentage of non-obtaining of lease agreements is 28.76
Percentage of obtaining of lease agreements is 71.24
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AE
AMC
AMR
AP
APARD

APDPC

APIIC

APMAM

APPR Act
APSRTC

APSTL

APTRANSCO

APUFIDC

APURMSP

APWFC

ARV
BPL
BPS
BRGF
CAG

CC Road
CDMA

CDS

Glossary

GLOSSARY

ASSISTANT ENGINEER

ANNUAL MAINTENANCE CONTRACT
ALIMINETI MADHAVA REDDY
ANDHRA PRADESH

ANDHRA PRADESH ACADEMY OF RURAL
DEVELOPMENT

ANDHRA PRADESH DISTRICT PLANNING
COMMITTEE

ANDHRA PRADESH INDUSTRIAL
INFRASTRUCTURE CORPORATION

ANDHRA PRADESH MUNICIPAL ACCOUNTS
MANUAL

ANDHRA PRADESH PANCHAYAT RAJ ACT

ANDHRA PRADESH STATE ROAD TRANSPORT
CORPORATION

ANDHRA PRADESH STATE TECHNOLOGY
LIMITED

ANDHRA PRADESH TRANSMISSION
CORPORATION

ANDHRA PRADESH URBAN FINANCE AND
INFRASTRUCTURE DEVELOPMENT
CORPORATION

ANDHRA PRADESH URBAN REFORMS AND
MUNICIPAL SERVICES PROJECT

ANDHRA PRADESH WOMEN FINANCE
CORPORATION

ANNUAL RENTAL VALUE

BELOW POVERTY LINE

BUILDING PENALISATION SCHEME
BACKWARD REGION GRANT FUND

COMPTROLLER AND AUDITOR GENERAL OF
INDIA

CEMENT CONCRETE ROAD

COMMISSIONER AND DIRECTOR OF MUNICIPAL
ADMINISTRATION

CENTRE FOR DEVELOPMENT STUDY
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CEO
CLDP

CPR&RE

CPWS
DCB
DPC
DPO
DWMA
EAS
EDS
EE
EFC
EMD
EMRI
ESR
FSD
GHMC

GIS
GOAP
GOI
GP

GS
GSDP
GVMC

HBA

HMC
HMDA

HOD
HMWS&SB

CHIEF EXECUTIVE OFFICER

COMMUNITY LOCAL DEVELOPMENT
PROGRAMME

COMMISSIONER PANCHYAT RAJ & RURAL
EMPLOYMENT

COMPREHENSIVE PROTECTIVE WATER SUPPLY
DEMAND, COLLECTION AND BALANCE
DISTRICT PLANNING COMMITTEE

DISTRICT PANCHAYAT OFFICER

DISTRICT WATER MANAGEMENT AGENCIES
EMPLOYMENT ASSURANCE SCHEME
ELECTRONICALLY DELIVERABLE SERVICE
EXECUTIVE ENGINEER

ELEVENTH FINANCE COMMISSION

EARNEST MONEY DEPOSIT

EMERGENCY MEDICAL RESEARCH INSTITUTE
ELEVATED SERVICE RESERVOIR

FURTHER SECURITY DEPOSIT

GREATER HYDERABAD MUNICIPAL
CORPORATION

GEOLOGICAL INFORMATION SYSTEMS
GOVERNMENT OF ANDHRA PRADESH
GOVERNMENT OF INDIA

GRAM PANCHAYAT

GRAM SABHA

GROSS STATE DOMESTIC PRODUCT

GREATER VISAKHAPATNAM MUNICIPAL
CORPORATION

HOUSE BUILDING ADVANCE

HYDERABAD MUNICIPAL ACT

HYDERABAD METROPOLITAN DEVELOPMENT
AUTHORITY

HEAD OF THE DEPARTMENT

HYDERABAD METRO WATER SUPPLY &
SEWERAGE BOARD
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IDSMT

JRY
INDIRAMMA

10C
JNNURM

JRY
LOC
MA&UD

MCH
MI Tank
MLA
MLC
MP
MPDO
MPP
MPTC

NFWP
NMAM
NREGS

NREP
Oo&M
PAC
PAO
PD
PR&RD
PREDs
PR & RE
PRI
PRIA
PT

Glossary

INTEGRATED DEVELOPMENT OF SMALL AND
MEDIUM TOWNS

INTEGRATED JAWAHAR ROZGAR YOJANA

INTEGRATED NOVEL DEVELOPMENT IN RURAL
AND MODEL MUNICIPAL AREAS

INTEGRATED OFFICE COMPLEX

JAWAHARLAL NEHRU NATIONAL URBAN
RENEWAL MISSION

JAWAHAR ROZGAR YOJANA
LETTER OF CREDIT

MUNICIPAL ADMINISTRATION AND URBAN
DEVELOPMENT

MUNICIPAL CORPORATION OF HYDERABAD
MINOR IRRIGATION TANK

MEMBER OF LEGISLATIVE ASSEMBLY
MEMBER OF LEGISLATIVE COUNCIL
MEMBER OF PARLIAMENT

MANDAL PARISHAD DEVELOPMENT OFFICER
MANDAL PRAJA PARISHAD

MANDAL PARISHAD TERRITORIAL
CONSTITUENCIES

NATIONAL FOOD FOR WORK PROGRAMME
NATIONAL MUNICIPAL ACCOUNTS MANUAL

NATIONAL RURAL EMPLOYMENT GUARANTEE
SCHEME

NATIONAL RURAL EMPLOYMENT PROGRAMME
OPERATION AND MAINTENANCE

PROJECT APPRAISAL COMMITTEE

PAY AND ACCOUNTS OFFICER

PROJECT DIRECTOR

PANCHAYAT RAJ AND RURAL DEVELOPMENT
PANCHAYAT RAJ ENGINEERING DIVISIONS
PANCHAYAT RAJ AND RURAL EMPLOYMENT
PANCHAYAT RAJ INSTITUTION

PANCHAYAT RAJ INSTITUTIONS ACCOUNTS
PROFESSIONAL TAX
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RIDF-X

RLEGP

RR Act
RWHP
RWHS
RWS
SAN
SC
SFC
SGRY
ST
SWM
T&P
TA
TFC
TGS
ucC
ULB
VLT
VMC
VUDA

W&CW
WMC
ZGS
ZPP

RURAL INFRASTRUCTURE DEVELOPMENT
FUND- X

RURAL LANDLESS EMPLOYMENT GUARANTEE
PROGRAMME

REVENUE RECOVERY ACT

RAIN WATER HARVESTING PITS

RAIN WATER HARVESTING SCHEMES
RURAL WATER SUPPLY

STORAGE AREA NETWORK

SCHEDULED CASTE

STATE FINANCE COMMISSION
SAMPOORNA GRAMEENA ROZGAR YOJANA
SCHEDULED TRIBE

SOLID WASTE MANAGEMENT

TOOLS AND PLANT

TRAVELLING ALLOWANCE

TWELTH FINANCE COMMISSION
TECHNICAL GUIDANCE AND SUPPORT
UTILISATION CERTIFICATE

URBAN LOCAL BODIES

VACANT LAND TAX

VISAKHAPATNAM MUNICIPAL CORPORATION

VISAKHAPATNAM URBAN DEVELOPMENT
AUTHORITY

WOMEN AND CHILD WELFARE
WARANGAL MUNICIPAL CORPORATION
ZILLA GRANDHALAYA SAMSTHA
ZILLA PRAJA PARISHAD
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