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PREFACE

This Report has been prepared for submission to the Government of Orissa in accordance
with the terms and conditions of the Technical Guidance and Supervision (TGS) over the

maintenance of accounts and audit of Urban Local Bodies (ULBs) by the Comptroller &
Auditor General (CAG) of India.

Based on the recommendations of the Eleventh Finance Commission, the State
Government entrusted (May 2004) the audit of 20 percent of ULBs to the CAG of India

under section 20(1) of the CAG’s (Duties, Power and Conditions of Services) Act 1971
and TGS over the work of the Examiner, Local Fund Audit (ELFA).

This Report contains three chapters: Chapter I contains a brief introduction of the
functioning of various levels of the ULBs in the State with the observations and
comments on accounts, Chapter II deals with the findings of performance audit on

Mobilisation of Revenue Resources by ULBs and Chapter III contains observations on
transaction audit.

The cases mentioned in the Report are among those, which came to notice during the
course of test audit of accounts conducted during the year 2008-09 as well those which
had come to notice in earlier years but were not dealt with in the previous Reports.

v



OVERVIEW




inz] Corporation fziled 10 takeover possession of the land

-3 occupants which resulted in blockage of funds of Rs. 4.60

um of the land.

(Paragraph 3.1)
Cuttack Municipal Corporation to keep funds received under

Iv sponsored Scheme in savings bank account resulting in loss of interest of

(Paragraph 3.4)
NAC, Belpahar prematurely withdrew the term deposit of Rs. 3.00 crore though the
same was not required and kept the amount in current account and PL account

¢ in loss of interest of Rs. 56.25 lakh.

(Paragraph 3.6)
Injudicious decision of Bhubaneswar Municipal Comporation to establish
Laparoscopic units without ensuring availability of qualified doctors for operation

and maintenance resulted in idle expenditure of Rs. 20.50 lakh,

(Paragraph 3.8)

vi



CHAPTER-I

AN OVERVIEW OF THE URBAN LOCAL BODIE;

|

Consequent to the 74th amendment of the Constitution, the State Government amended

[ 1.1 Introduction

(2002) the Orissa Municipal Act, 1950 for transferring the powers and responsibilities to
ULBs in order to implement schemes for economic development and social justice
including those in relation to the matters listed in the Twelfth Schedule of the
Constitution. At present the State has 103 ULBs (2 Municipal corporations, 35
Municipalities and 66 Notified Area Councils) covering 13 per cent of its total
population. The State Government has also enacted the Orissa Muncipal Corporation Act

in the year 2003 (Orissa Act 11 of 2003).

The Eleventh Finance Commission (EFC) recommended that the Comptroller & Auditor
General of India (CAG) should be entrusted with the responsibility of exercising control
and supervision over the proper maintenance of accounts and audit of all ULBs. Based
on the recommendations of EFC, the State Government entrusted (May 2004) the audit of
20 per cenr of ULBs to the CAG under section 20(1) of the CAG’s (DPC) Act, 1971.
Some of the ULBs are also being audited under Section 14 of the CAG’s (DPC) Act,
1971.




ULBs execute various functions entrusted to them through Standing Committees such as

e St . . . . :
1.2 Organizational Setu | Committee on Taxation, finance & accounts, PH & water supply, Public works, Planning

| scteup of the ULBs is as follows: & development, Licenses & appeal, grievances and Social justice. While 10 standing
The organizational sct-u . X X o . . . .
& committces function in Municipal Corporations, five such committees function in

Municipalities and NACs.

OVERNMENT,
EPARTMENT (H&UD)

F 10 G
PRINCIPAL SECRETARY T
HOUSING & URBAN DEVELOPMENT D

For exccution of various developmental works, the ULBs mainly receive funds from the

Government of India (GOI) and the Statc Government in the form of grants. The GOI

grants include funds released under Centrally Sponsored Schemes and grants assigned

DIRECTOR, MUNICIPAL ADMfNISTRATIQN
: i under the recommendations of Finance Commissions (FC). The State Government grants

include grants under various State schemes like MLALAD, WODC, Octroi compensation
grants ctc. devolved upon the ULBs through the State Budget based on the
recommendations of State Finance Commission (SFC). Besides, the sources of funds

include the mobilised revenue of the ULBs in the form of taxes, rent, license fees, which

arc assessed and collected as per the provisions of the Corporation/ Municipal Act and

‘ Coh:’ﬁ{g;?é;[g;( OF %’Egg;ll\g]sl)ai?[%iﬁg Eggggg}:égfgﬁg Rules made there under. The receipt and expenditurc position of the ULBs for the last
CORPORATIONS . COUNCILS (NAC three years are as follows:
RECEIPTS (Rupees in crore)
The Elected Body set-up of the ULBs is as follows: - GRANTS
2005-06 2006-07 2007-08
Central grants 7.99 9.29 167.73
[ State grants 6.78 229 41.36
J s
1 C(ngﬁ;%}: , NOTIFIED AREA EFC Grants - - -
; s MUNICIPALITIES COUNCILS (NAC) TFC Grants 20.80 77.05 42.05
i Own revenue 19.54 21.87 24.58
Loans - - -
Others 239.16 246.32 273.75
_ TOTAL 294.27 356.82 549.47
’ CHAIRMAN — EXPENDITURE
B ' CHAIRMAN Capital 207.38 24143 28937
Revenue 86.89 115.39 260.10
— TOTAL 29427 356.82 549.47
| CORPORATORS
i / S Source: Information furnished by H & U D Department.
The Municipal Corporation (MC) is heade “
Chairman who s cleeted 15 headed by the Mayor and Municipality/NAC by the Though the entire receipts during a year is shown as expenditure in the State account,
airma s clected from 9 \ ? .
 among the (orpomlors/(‘ounci|0[~s of the respective ULBS. ‘ some amounts remained unutilized at the ULBs levels as analysed in succeeding para
2 3




w1t that after relcasc of grants to the ULBs, the same
(Para Nol.11.1). Thisis ducto the fact that
ate account even though't

.rsonal ledger Accounts.
with the ULB parked in Civil Deposits Personal lLd%’ilwwWWWWMW ‘_I

1.4 Flow of Funds

he amounts remain unutilized

is shown as expenditure in the St

pt of funds under the Centrally Sponsorcd Plan (CSP)
with the matching share through the State
d Non-Plan schemes

The State Government on recei
Schemes releases the funds to the ULBs along
budget. The State Government also releases funds for Plan an .
through the State budget. except the EFC/TFC grants which are released directly to the

i S i i ipt of t
ULBs through the State Government sanction orders immediately after receipt of the

same from the Government of India.

1.5 Accounts

The Ministry of Urban Development in consultation with the CAG developed the
National Municipal Accounting Manual (NMAM). The Government of Orissa decided
(Sept 2007) to introduce double entry system of accounting (Accrual Based Accounting)
in the ULBs across the state. Thus, a Municipal Accounting Manual was drafted in line
with the provisions of the NMAM, and the draft Orissa Municipal Accounting Manual
(OMAM) was finalized with formal approval of the CAG of India. However, the accrual

system of accounting was not adopted in ULBs as of September 2009.

1.6 Internal Audit

There is no system/arrangement for regular internal audit of ULBs of the State. As and

when circumstances warranted, the Housing and Urban Development Department (H &

UD) constituted special audit tcams.

Li.l,(uim 7

The Examiner, Local Fund Audit (ELFA) is the Statutory Auditor and conducts audit of

all the ULBs through the District Audit Officers, Audit Superintendents and Auditors as
per the provisions of the LFA Act. As of March 2009, audit of 248 accounis in respect of

42 ULBs werc in arrcars,

Based on the recommendations of EFC, the CAG provided technical control and
supervision to the State Government (May 2004) over proper maintenance of accounts
and audit of all levels of PRIs and ULBs under the CAG’s Technical Guidance and
Supcervision (TGS) parameters. It also stipulated that the State AG has to approve the
Annual Audit Plan of ELFA and share mutual information and training of ELFA staff.
The audit of 20 per cent of ULBs was also entrusted to the CAG under scction 20(1) of
the CAG’s (DPC) Act, 1971. Some of the Urban Local Bodies are audited under Section
14 of CAG’s (DPC) Act, 1971 by virtue of devolution of substantial grants to these Local

Bodics.

LI.S Response to audit

The response to audit objections by the ULBs was very poor. During audit of two MCs
(2007-08), cven first reply was not furnished to the audit querics. As of March 2008, 696
paras raiscd through 37 Inspection Reports were pending for scttlement due to non-

furnishing of reply and no action had been taken for clearance of the pending paras.

E§' Annual Technical Inspection Report

The Office of the Scnior Deputy Accountant General (Local Bodies Audit and Accounts)
under the administrative control of Principal Accountant General had issued two Annual
Technical Inspection Reports on Local Bodies pertaining to the years 2005-06 and 2006-
07 covering major audit findings in respect of transaction of ULBs to the State
Government. But the State Government had not taken any further action for the

discussion of the Audit Paras.

':10 Result of audit

During the year 2008-09, 30 ULBs ( 2 MCs. 15 Municipalities and 13 NACs) were

audited and the important audit observations are summarized in the succeeding chapters,

“n



CHAPTER 11

I’crformah‘é“éAudit on Mobilisation of
Revenue Resources of Urban Local
Bodies
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S0 Intraduction

WP IR statement of abjects and oy behid 4™ Conntitition. Amendinen:
AL 192 e Ui | oeal Bodien (UERN) w the states wese weak  and
ICHRVTN S O @000unt OF Vatons. 1easons melnding madeguate devolution o
powen and functions and the RIOWTR QT ERCTE FOVONRIe Was ROt commensuiate with
e apd prowth of wbansation. The IMerease i their finctional assignments
having mlated resounce neads had camed a feal imbatance making them totathy
dependent on Goverment pranty o The amended Act conterred a constitutional
Matus o the UHBY with tinctional AVOROMY 1 nehon as institutions of selt
Gaovernment. To make the decentialisation and selt povemance meanimetul, the
UEBs are now expected to ensure availability of adequate untied inds o provide
Bavic Civie services (o the people and meet the expenses of povernance Byen
though, devolution of funds from Government s inevitable, mobilination of funds
from mternal resourves i extremely important for the reasons of efficieney and
accountabihity In this regard, considerable space has been provided to the UL Ry in
the Acts and Rules to generate income from internal resoiives. The sivcessive
Central and State Finance Commissions had given stress on inclisive growth of
the UL By through selt” governance and incentivising them to meet the AP
substantially  from resources they themselves mobihise trom internal sourves
Though the ULBx were given autonomy to levy taxes © fees under the regulaton
powers conferred on them, the State Government also  provided grants and

assistance to the ULBs for creation of productive infrastiucture o boost thei

revenue income.



003-04 10 2007-08 was conducted during

2.2 Audit cov t'r:igc

N 5
MO five years from 2 "
5009 with reference to records of 17 ULBs

o 2008 10 May 2
the period from December 2008 10 May

A review covering a period ¢

) sipal Corpoi ations).
NACs. Sy Munie ![‘.\]\\l\‘\ and Two .\hllll\l]‘l] 8
(Nin¢ A S

2.3 Sources of municipal revenue '
1 section 131 of Orissa Municipal

ne sir taxation powers from
The ULBs derned their taxa I ) ‘ o
of Orissa Municipal Corpor

2003.
Act, 1950 and Section 192

S N i m the
i S denved revenue Iro

ST the provisions of the Acts and Rules. the U B

Aspe I s 1 fi

following two sources.

<er charges are the most prominent non tax sources of the ULBs wh levie
S ich are le d
2 ¢ p NINe!
£

i non-t
s of services provided by them. Other .
ctions like issue of trade licences,

ax sources of the

for the various kind
{ ny

ULBs include license fees under regulatory fu

h ine fee S shterh e fees. bui ding an appl()vals and rent from
arding  fees. laughterhouse . I 14
joarding s, slaug p

municipal properties etc.

2.4 State Finance ”denrrﬁiggﬁﬁ—(vﬂ'—aﬂc;ﬁmendati(ms

The 74" Constitution Amendment Act required the State Government to C(?nslilule
State Finance Commissions at an interval of every five years to look into th'e
resource position of the ULBs and make recommendations to improve lhe.lr
financial position. Accordingly. the 2" State Finance Commission constituted in
June 2003, submitted its report in September 2004 with observations and

recommendations. The SFC observed that most of the ULBs were grappling with

narrow and non-expandable tax and non-tax base for which their sources of

income were virlually stagnant. Besides, they were not innovative to mobilise their
available potential resource base. To improve their resource base, the Commission
had recommended for assignment of taxation powers to the ULBs on 14 items

(Appendix-1). besides 1ransfer of markets of Regulated Marketing Committecs.

Sairat sources and minor minerals. Though the State Government accepted the

above recommendations, (August 2006) those were not yet implemented (March
2009).

Audit Findin,

The audit findings are detailed in the succeeding paragraphs:

Lﬁﬁiﬁ;u;ion of revenue base and enhancement of collection efficiency ]

The Municipal Act provides a number of revenue handles to the UIBs for resource
mobilisation. They are empowered to levy holding related taxes w's 131 of OM
Act on items like holding, drainage, latrine. water and lighting with Council's
approval and fix the rates within the maximum ceilings prescribed in the act. Test
check of units revealed that none of the ULBs levied tax on all of the above five

items. While six ULB levied tax on 4 items, six levied tax on 3 items. 3 on 2 items

and balance one levied tax on one item only. The rate of tax was not uniform in all
the ULBs across the State as the local ULB Councils fix the rate, considering the
nature of services provided and quantum of expenditure ir urred by their ULBs.
No tax was levied by the test-checked units on (i) tax on profession (ii) Poll tax

and (iii) holding tax on vacant land.

The ULBs are empowered 1o collect fees and fines under the regulatory powers exercised
by them as per OM Act and amongst these, licenses issued under Section 200 of OM Act

for vanous trades and hoarding are the major items. The rate of license fees for the above

purpose was to be fixed by the Council after framing bye laws with Government
approval. Scrutiny of records of test cheeked units revealed that in only four ULBs
(Cuttack, Bhubaneswar, Rourkela and Balasore) there was collection of hoarding license

fees while in other 13 ULBs no collection was made due 1o non traming of the bye-laws.

The total revenue collection from tax and non-tax source of the ULBs

from 2004-05 10 2007-08 w as as follows

during the years

10



(Rupees in Lakh)

Yar o e |
2004-08 1532015
20035-06 1971.75
2006-07 2187.50
2007-08 245220

vested with the ULBs under Section 131 of OM Act as a percentage of annual value

of holdings. which was determined under Section 137 of the Act. The guiding

incurred for providing the services

ions of OM Act under section 146, the annual value of the

revezled that they were totally dependent on the valuation team of H&UD
Depzriment for fixation of annual value of holdings which resulted in delay of
revision & conseguently in loss of revenue to the ULBs. As there was increase in
the cost of services provided by the ULBs to the people, the non-revision of

in ume zffected the quality of the services. The period of delay in

o of the annual value with reference to the provisions of the Act noticed in
crecked ULBs is dewiled in Appendix-I1. It was noticed that the rates
=21z sery nominzl in comparison with the maximum prescribed rate of tax

bolding wnlight tax drainage tax-10 percent and wat-: tax-5 percent), and the

LLBs had not considered for enhancement of s of losses on

zucount of delayed revision are discussed belc s

In Jaleswar NAC. Rourkela Municipality and - annual value of

noiings was assessed by the Valuation team o wrtment in the years

2003, 2007 and 2008 respectively. There was abnormal delay in hearing of the

objections and publication of the final list. In Nayagarh NAC, appeal cases
relating to 510 holdings related to the year as far back as 1995 (294) and 2006
(216) were pending with the Appellate Authority for hearing. Due to delay in
finalisation of the revised valuation of 2008, as many as 477 holdings remained
out of tax net. While valuation list of Jalweswar NAC was given effect from 2007-

08, the valuation list of other two ULBs remained not finalised (March 2009).

In Jaleswar NAC, the last valuation was made in 1994-95 for which the revision
was due in 1999-2000. However. the valuation camp of UD Department was
deployed only in February 2003 with the stipulation to complete the valuation
within 15 days. There was delay of around one and half years in publication of the
not-final list of the valuation and after a further delay of more than 2 vears for
hearing of the objections, the final valuation list was published in December 2006.
After council resolution, the tax revision was made effective prospectively from
the 3™ quarter of 2007-08. The annual demand after revision was raised to Rs.3.53
lakh from Rs.0.65 lakh and for the period of delay, the loss of revenue was

Rs.11.52 lakh as per the differential rate of increase in the demand.

[ 28 Loss of revenue due to difference in rate ]

Steel Township Municipality of Rourkela was merged with Civil Township
Municipality with effect from 1995 after declaration of Steel Township area as an
industrial area. After more than 13 years of the merger, it was running with a
parallel establishment under the same Executive Officer and elected council.
While the nature and quality of services rendered by the Municipality were same
for both the areas, there was imposition of different rate of taxes, which remained
unrevised since 1993-94. The rate of tax of Stee! Township Municipality was 13
percent while the rate of tax in Civil Township Municipality was 10.1 percent
which resulted in loss of revenue of Rs. 58 20 lakh at the rate of Rs. 11.64 lakh per
annum during the period from 2003-04 to 2007-08.



|

After enactment of OMC Act, 2003, the two Municipal Corporations of the State

[ 2.9 Non-hmposition of property tax h)"j\lunicipal Corporations

in the cities of Cuttack and Bhubaneswar were required to impose property tax on
the holdings. Pending finalisation of the supporting byelaws by the Corporations,
they continued to collect holding tax at prevalent rates levied by them under
Municipal Act. This had caused further limitation on them to enhance the rate,
which was overdue to compensate the increase in the cost of services. The
holdings of BMC continued to be under valued as it was adopted on the PWD
schedule of rates of 1995. The BMC adopted the rate of valuation of its holdings
with RCC roofing at Rs.13.65 per sqr. mtr. which was very low. The non-
imposition of property tax had caused considerable revenue loss to the Municipal

Corporations.

2.10 Non levy/Short levy of cost of services provided - ]

Linking the decisions to provide public services with revenue margin is extremely
important to ensure efficiency and accountability in public service provisions. The
principle to be adopted is to ensure that beneficiaries of public services should, by
and large. pay for the services received and the burden of expenditure is not
shifted to the non-residents. In the test checked ULBs, expenditure on certain
services provided to the people was not made good by levy of user fees as per
details in Appendix-IIl. In some cases, the expenditure incurred on certain
services was far in excess than the revenue collections but the respective ULBs

had not attempted for levy/ revision of rates as detailed in Appendix—IV.

|

Octroi tax happened to be the major source of assigned revenue of the ULBs,

[ 2.11 Inequitable distribution of assigned revenue

which was taken over by the Government in the year 1999. Considering the same
as the legitimate dues of the ULBs, Government paid compensation grants to them

based on the average collection of the tax during the preceding three years.

Based ‘ > princi i
sed on the above principle, the ULBs situated in the industrial towns like

Paradeep, Rourkela, Sunabeda and Belpahar received comparatively higher
amounts of compensation grants than the other ULBs of the state. The industries
were the main assessees of holding tax of the above ULBs and they maintained
their own infrastructure providing all sorts of basic civic services to the people of
their areas prior to abolition of Octroi and hence the grants given to the ULBs
were on higher side. Subsequently, the concerned industries disputed payment of
holding tax to the ULBs as the services provided to them were very nominal. The
payment of holding tax by the industries remained enmeshed in legal dispute for
years together and the jurisdictional area of the ULBs was drastically reduced and
they were not able to utilise the massive amount of compensation grants received
by them for specific purposes like payment of salaries and providing limited civic
services to the people. The accumulated balance as of March 2008 with Paradeep
Municipality and Belpahar Municipality stood at around Rs.!$ crore and Rs.8
crore respectively. The compensation grant received by Rourkela Municipality
was mainly utilised for payment of arrear staff salary of a college maintained by it
previously indicating that the .compensation grants formula is not based on

realistic and actual requirements of the ULBs.

2.12 Outstanding dues against PSUs/Companies.

As per agreement exccuted by Paradeep Municipalty with Pradeep Port Trust
(PPT) in December 1999, the PPT was to pay holding tax at the rate of Rs.16 lakh
per annum with effect from April 1999 till abolition of octroi and Rs.5 lakh
thereafter. The rate was to be revised after every five years. The PPT had defaulted
in payment of tax since 2004-05. Similarly Paradeep Phospates Ltd (PPL) who

ax of Rs 17.13 lakh annually deposited Rs 10 lakh per annum

was paying holding t
The

from 2001-02 to 2004-05 and stopped further payment after raising disputes.

be resolved.

disputes raised by both organization were yet to




i i ia Limited
Further, the annual value of the holdings of M/S Kargil India Limited was

4 at Rs 83,99 lakh in the year 2005-06 on which holding tax payable was
assesse .

R 839 lakh annually at the prevailing rate of tax of 10 per cent. Though the

appeal case preferred by the above industry was rejected in the same year, it had

not paid taxes amounting to Rs.25.17 lakh till March 2009.

[—2.13 Non-assessment of holdings to tax , )

As per information furnished to audit, the following shopping complexes and

housing apartments situated in various locations of the following ULBs remained

unassessed to tax.

Nameof ULB |  Neotw

CMC 524 housing apartments, 6 shop rooms at fly over bridge, 22
shop rooms at Choudhury Bazar and one Engineering College
named ABIT

Jaleswar NAC | 115 nos. of marketing units in shopping complexes

These holdings were not assessed to tax due to non filing of application by the owners.
Even though the buildings were constructed long back, the ULBs had not taken any
action to bring them into their tax net. On being pointed out, it was stated (May 2009)

that action would be taken to assess the buildings to tax.

The year of functioning of the marketing units and date of construction of the apartments

was also not available with CMC.

2.14 Loss of revenue due to non-auction of hoarding

Issue of license for hoarding was a major source of revenue toi CMC The
hoarding rights in CMC area was granted to M/s Classic ¢ iutions for the
period from October 2001 to September 2004. The o'~ v dues against the

lessee and its partners for that period was Rs.1.02 crore. which remained
unrealised (March 2009). CMC had leased out the rights of hoarding without any

bank guarantee or insisting on advance payment against the dues due to which

r+—

arrears remained irrecoverable. The hoarding license for the subsequent period

could not be given since 2004 due to uncertainties and litigation. Tenders floated
for that purpose in December 2007 remained unsettled which had caused revenue

loss of Rs.10.70 lakh per month as per the rate quoted by the highest bidder.

2.15 Low Collection of Tax

The position of demand, collection and balance of taxes of the test checked ULB:s for the

years from 2003-04 to 2007-08 is enclosed as Appendix-V(i). Out of 17 test checked
ULBs, the rate of collection of tax of seven ULBs was below 30 per cent. In six ULBs, it
ranged between 31 and 50 per cent and in the balance four ULBs, it was between 51 and
71 per cent Appendix-V(ii). The arrear demand of these ULB as of March 2008, was
47.26 percent of the total demand of that year. The per capita tax collection of the ULBs

for the year 2007-08 ranged between Rs.4.36 (Belpahar Municipality) and Rs.154.65
(BMC) Appendix-V(iii).

!‘2, Non-issue of distress warrant

Orissa Municipal Act, 1950 under Section 161 and 162 provides for issue of distress
warrant to the defaulters of tax within a period of 60 days from the date it became due
and Scction 346 provides the time limit for recovery of the dues, which is 3 years. As
verified from the records, none of the test checked ULBs had issued distress warrant
within the due dates except Balasore Municipality, which had issued warrants in limited
cases. Due to non-issue of distress warrants, there was anticipated loss of revenue to the
ULBs due to time limitation. The arrear demand as of March 2008 of the test checked
ULB: stood as Rs.11.98 crore.

In NAC Balugaon, a holding bearing no. 106/234 under ward no. 4 owned by an
individual was valued at Rs.6.48 lakh in the year 1996-97 by the valuation team.
No demand notice was issued by the NAC to the house owner since its valuation
and no tax was paid by the house owner. The outstanding holding tax against the

above holding as of March 2009 was Rs.5.25 lakh as per the prevailing rate of tax.



2.1 77\10:;-&\&7 jon of trade license
i licenses by the UL Bs under various regulatory functions are
“trade licenses 0)
Fees on issue of trade

: s ule of the trades
rce of the non-tax revenue of the ULBs. The sched
a major source

and fees to be levied had been Jast fixed in 1994 by Government a.nd it rc’jmained
unchanged since then. In the State. BMC was the only ULB, which revised the
rate and expanded the list of the items in the year 2007-08 by framing a bye-law
with the approval of the State Government. As compared to the rate of license fee
fixed by BMC. there was heavy loss of revenue to the other ULBs due to non-

revision of the rates.

| 7.18 Improper Management of revenue earning assets

The ULBs were in possession of revenue earning assets acquired under their own
funds and other scheme funds. Proper management of these assets was required
for augmentation of the resource base. Scrutiny of records of the test checked

ULBs revealed irregularities in management of the assets as discussed in the
succeeding paragraphs.

[ 219 Non-mai

e of asset regi 1

The list of revenue generating assets like ponds, ferry ghats, slaughter houses and parking

spaces cte. was not maintained by any of the test checked ULBs.

| 2.20 Loss of revenue due to non-tapping of the Sairat sources

" T

Revenue from Sairat sources like, ponds, ferry ghats, slaughter houses and parking spaces

¢tc as detailed in Appendix-VI remained uncollected in 12 test checked ULBs which
. caused revenue loss of Rs 29.31 lakh approximately
2003-04 to0 2007-08. The amount of loss had been assessed on the basis of previous
vear’s income and off set price. These sources practically

to the ULBs during the period from

remained” untapped due to

their records and regular follow up of
auctiens’tendering or maintenance of relevant records to collect the dues

improper maintenance of the assets and

[ 221 Loss of revenue due (o non-allotment of shopping units

Eighty cight shopping units of six ULBs as detailed in Appendix-VII were lying vacant
long after their construction duc to lack of proper infrastructural facilities and non-
availability of interested persons. These units were constructed without proper survey and
conscquently remained vacant rendering the investment infructuous. The loss of revenue
of Rs 26.89 lakh was due to non-allotment of these units as per the rate of rent fixed by

the respective ULBs. The 24 shopping units of Balasore Municipality, were completed in
2007-08, but rent was not yet fixed by the Council.

Shopping units were given to allottees on a monthly rent initially for a period of one year
through execution of agreements in prescribed formats, which were renewable for further
periods on cxecution of fresh agreement. The allotees remained in possession of the units

for years together without renewal of the period of allotment and revision of rent.

In some cascs, the allottees defaulted in payment of the rent, but no action was taken by
the ULBs for eviction of the shop rooms and collection of the dues. The outstanding rent

against the defaulters was Rs 46.17 lakh as per the details given in Appendix-VIIL.

2.22 Market complexes developed on encroached land ' ‘

The main commercial area of Jaleswar NAC was developed in the Railways and PWD

land which was unauthorisedly encroached. There were market complexes, hotels and

shopping units with permanent constructions on both sides of the roads of the Railways

land which happened to be in the prime location of the NAC. The NAC could not make
any investment on construction of market complex due to functioning of private market
complexes and other commercial buildings in the encroached lands of Railways and

PWD which were situated in the prime location of the NAC

The NAC was unable to bring them into the tax net for years together though the
encroachers enjoyed all sorts of civic facilities provided by the NAC. The mushrooming
growth of illegal marketing units in the encroached land was detrimental to the
commercial interests of NAC to expand its activities besides entailing heavy loss of

revenue due to non assessment of the units to holding tax and trade licenses.



e

3733 Land under unauthorized possession

In CMC, land situated in different commercial locations measuring 18.206 acres and
n B 9 - .
lued at Rs.14.11 crore (Appendix-1X) were unauthorisedly encroached. CMC failed to
value .14. X

it the encroachers and put the land to commercial use due to non- maintenance of
evict the é

basic records like assets registers ctc. This resulted in considerable revenue loss to CMC.

224 Toss of revenue due to idling of road roller

As per the OPWD codes, the average running hour of a road roller is 2000 hours per
annum and the State Government fixed the existing rate of hire charges is Rs. 182.50 per
hour. The MCs, Bhubaneswar and Cuttack owned four road rollers each, which remained
grossly under utilised. These Corporations had outsourced the work of construction of
their roads to contractors and as per the agreement exccuted with them, they were
allowed to use private road roller. These MCs could have safeguarded their own interest
by insisting contractors on use of their road rollers in corporation’s works to avoid idling
of the road rollers. The amount of revenue collected by the MCs was very nominal in the

past five years. The loss of revenue due to idling of the road rollers of the corporations
was Rs.29.20 lakhs annually.

2.25 Improper planning and utilization of NSDP funds . . J

The ULBs availed loan assistance under National Slum Development Programme
(NSDP) scheme during the years 2002-04 and 2005-06 for undertaking developmental
activities in slum areas. As the borrowed funds were accounted for as capital liability, the
ULBs were required to make provisions for revenue gereraiion and creation of a reserve
fund for repayment of the loan with interest. ! ! hecked ULBs, there was a gap
between the credit and development plannin .

¢ cconomic growth and revenue
generation. The funds of NSDP scheme spent in providing public utility

services in the slum areas and no provision {o; . [taxe cha

res was made for

revenue generation of the ULBs except BMC . ovision in the budget

for colletion of user’s charges from the year 20% ii'y, the ULBs defaulted

in repayment of the loan for which the State G constrained to deduct the

loan dues with penal interest from the assigned revenue of octroi compensation grant.
Repayment of loan and interest was a major arca of concern for the ULBs where huge
outgo of funds from assigned revenue was made causing reduction of resource basc for
the ULBs. In test checked ULBSs, the State Government deducted an amount of Rs. 3.78
crore (Principal 0.75 crore and penal interest Rs.3.03 crore) from octroi compensation
grant as detailed in Appendix-X.

[ 226 Delay in completion of remunerative projects under IDSMT scheme

J

Under Integrated Development of Small and Medium Towns (IDSMT), some ULBs
received loan assistance and grants from Central and State Government for infrastructurc
development. The scheme remained operative till 2006 after which it was subsumed into
Urban Infrastructure Development for Small and Medium Towns (UIDSMT). Test check
of records of selected ULBs revealed that the ULBs had not utilized the funds reccived
in the first phasc of assistance within the scheduled time due to which they were deprived
of further assistance. Due to inconsistencies in planning, delay in preparation of project
reports, legal disputes and above all, non-availability of adequate funds, most of the
projects taken up by these ULBs remained incomplete. While no revenue could be
derived from thesc remunerative projects, the outstanding liability remained ever

mounting up. Some of the instances are cited below.

Udala NAC

The Udala NAC received first phase of Central Government loan assistance of Rs.20.84
lakh and State Government grant of Rs.15.23 lakh in the year 2003-04 against the
approved outlay of Rs.1.03 crore for 10 projects. Despite availability of funds, the NAC
could not complete the construction of projects in time and as of March 2009, most of the
projects remained incomplete. Duc to non-utilization of funds in time, the NAC lost
further central assistance for which two commercial projects, which were due for
completion in March 2005 could not be completed. The loss of revenue to the NAC on
this account was Rs.7.95 lakh per annum as per the projected rate of revenue. Further the
NAC had not made any provision in the budgets for creation of any reserves for

repayment of the loan and interest.
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finally the work was put to tender with sanctioned cslimal‘c of RSA97.S£:1 l;\(l)((\)\ng:l:z:lr(
2007.and awarded to a contractor for completion of the project by Marc N .commcwr
remained abandoned since April 2008 after payment of Rs. 22.29 lakh to the e
due to land dispute and preparation of defective site plan. Due to T\On-CO!ﬂplCllOn "
project, the Municipality suffered loss of revenue besides being liable for repayme N
Lhc> loan with penal interest. The loss of revenue could not be assessed due to n "
availability of project report. The loan liability of the Municipality as .o.[ M.archVZO

stood at Rs.50.87 lakh at the rate of 14.75 percent per annum. The Municipality did not

interest.
create any revolving fund or reserve fund for repayment of the loan and in
Nayagarh NAC

The Nayagarh NAC received approval for construction of 11 projects out of which only
four projects were taken up due to non-availability of funds. Theser includ
remunerative projects like Kalyan Mandap and Yatri Nivas estimaled' it

Despite availability of funds in the years 2003 and 2005, these projects could‘ not t::
completed and made functional as of March 2009. The loss of revenue assessed as per the

rate fixed in the project report was Rs.14.93 lakh per annum.
Soro NAC

| i i the
he Soro NAC received Central and State assistance totallmg Rs.1.36 crore durmg

A 999 —. i 1 v 1 oject
pcriod from 1 2000 to 2005-06. Due to inconsiste cy In preparallon of the proj

: j layed which
report and other technical formalities. the ¢ of the project got delay

entailed cxtra expenditure in shape of enhancement in the estimate. The cost of the

project included under commercial category estimated at Rs.42.54 lakh in the year 1999-
2000 was raised (o R$.54.04 lakh and the work Wwas put to tender in 2007. -

The
construction of Kalayan Mandap cstimated at Rs. 28.00 lakh which was due for
completion in June 2007 remained incomplete as of March 2009 Loss of revenue and

interest liability could not be assessed duc to non-availability of the project reports.

Balugaon NAC

The NAC received approval for cight projects with sanctioned outlay of Rs. 45.90 lakh,
which consisted of three femunerative projects. The NAC received funds of Rs.23.33
lakh consisting of both Central and State assistance during 2001-02 and 2002-03 for
execution of the project. The NAC was able to complete only one project as of March
2009 leaving one project incomplete and other one abandoned due to shortage of funds.
The construction of Yatrj Nivas, which was due for completion by March 2003, remained
incomplete as the contractor left the work in the midway. The projected amount of

revenue to be collected from the Yatri Nivas was Rs.7.90 lakh per annum and for the
delay in completion of the project of six years, there was loss of revenue of Rs. 47.40
lakh.

2.27 lmproper expenditire policy

For any institution to grow, it has to pursue the requisite expenditure policy that would
provide impetus for acquisition of revenue productive infrastructure. In the test checked
ULBs, the available funds were utilised without following the above principle due to
which the revenue earning assct generation of the ULBs during the past five years was
“nil” except ULBs like BMC and Junagarh NAC. The principle adopted by the other
ULBs was to distribute the available funds amongst the wards, which had led to thin
spreading of funds over a number of projects leaving no scope for acquisition of assets
with bigger costs. ‘



evolved on the delivery of service provided by the ULBs and quantity of revenue
of taxes and revision of rates.

ovision of the services for levy
JE—

generated from the pr
- e

232C nnclusior 5

Despite the functional autonomy given to the ULBs, they remained incapable of

expanding their resource base duc to low capacity building to administer and enforce the

1ax measures. The State Government had failed in its mundane duty in moulding the

system of governance of the ULBs which were inept in the hands of self serving political
bodies that were apathetic to levy tax for political considerations. The imeagre amount of
revenue generated internally by the ULBs was grossly misutilised towards payment of
salary 10 staff and scttling other committed liabilities leaving hardly any amount for
capital formation and basic scrvice provisions. There were manifecstations of financial
indiscipline. lack of accountability in optimal utilisation of funds and improper
management of revenue carning asscts, which caused loss of revenue to the ULBs. For
providing civic services, the ULBs, continued to heavily rely on the State/Central
Government's grants. After more than one and half decades of cnactment of the 74®
Constitution Amendment Act, the objectives of achicving inclusive growth with self
governance remained a distant possibility. With inadequate resource base, the ULBs
failed to build up the infrastructure for providing qualitative scrvices to the people, rather
as per the ground realitics, the ULBs of the State lived in the past showing a rural face,

Ihey lacked both vision and conviction of becoming sclf-dependent,
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~ Financial Management

!75; Recommendation _— o

requires strengthening. at ULB  level, necessary

arrangement for assess ¢ i collc ¢
sessment, regular revision and tmely collection of earnings
25

and immediate conversion of assets inlo revenue earning asscts as also adjustment
of advances timely. Similarly tight budgeting control over scarce resources need
to be exercised to avoid idle/unfruitfyl investments, misutilisation/diversion and
avoidable costs. |
Devolution of resources through levy of taxes assignment of taxation powers may
be reviewed at State Government level 1o augment additional revenues of UL Bs
and funds recommended by SFC and funds received from GOl may be made
available to ULBs timely. Tax/non-tax recovery mechanism may be strengthened.
Costing of scrvice charges wherever required may be introduced and assets

created may be converted into revenue earning assets wherever possible.







The District Works Exccution Committee took a decision in January 2003 to construct a
Bus stand in village Mukundpur/Durgapur in the suburb of Jagatsinghpur town with an
estimated cost of Rs 10.00 lakh. Scrutiny of records of Jagatsingpur Municipality
revealed that the Municipality had not prepared a detailed plan and estimate for exccution
of the above work and cxpenditure of Rs 24.52 lakh had been incurred in picce-meal
basis between 2003-04 and 2005-06 (Appendix-X1I) and still the work remained

incomplete.

Joint verification of the site made by a team of engincers' as per the instructions of the
District Planning Committee, reported in February 2007 that the works were in damaged
condition due to misusc of the arca by outsiders. The tcam suggested that an additional

fund of Rs 81.55 lakh is required to make the bus stand operative.

Thus, lack of proper planning and improper utilization of funds resulted in non-

completion of the bus stand rendering the expenditure of Rs 24.52 lakh unproductive.

3.3 Loss of funds duc to non-adjustment of advance

As per Rule 138 of the Orissa Municipal Rules, 1953, advances made to individuals/
contractors suppliers for departmental purposes should be promptly adjusted and the
unspent balances refunded/recovered immediately. Government of Orissa, Finance
Department (GOFD) letter (January 2006) and Rule 509 of OTC Vo i crovided that
advances paid to Government servant and outsiders were 1o sromptly within
a month. Further GOFD Circular (February 2002) spe 1171 cted that unadjusted
advances of more than one year shall be treated as o loss and disciplinary action shall be

initiated against the officers concemed

Scrutiny of records of CMC (November 2008) revealed that an amount of Rs.48 45 [k h

paid as works advance was lying unadjusted against the following two officials.

(1) Exceutive Engincer, DRDA, Jag;

atsmghpur, (1) A apal Engineer. Jap:
(i) Asst. Engincer (R&B) and (1v) I Ehp 1) Municipal Engincer, Jagatsingly

e Municpahty,
mior Engineer, Jagatsinghpur Municipality .
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Amount ( Rs.)

Period of payment

Sri Biren Ch. Mohanty, AE Rs.12,85.032

Sri Padma Ch. Nayak, JE Rs.35.59.497

Rs.48,44.529
or say Rs.48.45 lakh

L

The above officials after transfer from the CMC retired from the service without

{ 1997-98 to 1999-2000
T
l

|
Not available ‘
!
J

adjustment of their outstanding advances. The H & UD Department directed (August
2006) the CMC to initiate criminal proceedings against the delinquent officials and called
for a detailed report on the action taken by CMC for adjustment of the advances.

However, no action was taken by CMC for adjustment of the outstanding advance so far

Due to non-adherence of the codal provision, there was loss of Rs 48 45 lakh to CMC by

way of works advance, given to the officials.

Apart from this, in nine test checked ULBs, it was further revealed that advances of Rs
64.22 crore (Appendix-XI11) had not been adjusted and were outstanding for a long
time. On a detailed scrutiny of the advances, it was observed that no age wis¢ detail of
the advances was on record. It was also noticed that advances were pending from 1988
onwards. The ULBs did not take any effort for adjustment of advances despite repeated

audit observations.

On being pointed out. the ULBs avreed (2008-09) to recover the advances carly. As the
advances were outstanding for a pretty long period the possipthity of thetr recovery was

remote.

34 Toss duc to parking of scheme fands in P.L. Account _}
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szme in interest bearing savings bank account. This resuited in loss of interest of
Rs 31.04 lakh (Rs.106.43 crore + 12 X 3.5) for the period from April 2007 to March
2008 to the scheme funds calculated on the minimum balance at the prevailing simple

rate of interest of 3.5 percent per annum.

I 3.5 Undue favour to contractor by way of supply of materials worth Rs. 16.89 lakh

The BMC was exccuting the cleaning, sweeping, waste removal and other civic functions
mainly through outside agencies. An agreement had been executed with six private
agencies for exccution of the above work on a monthly lump sum basis and the amount of
the contract includes cost of all other expenses for utilization of machineries such as T &

P charges.

As per Government instructions (November 2007), BMC had purchased (January 2008)
sweeping equipment for its own use from M/s Prabhu Dayal Om Prakash, New Delhi
(Rs.4.15 lakh) and from M/s Syntex Industries Limited, Kolkota (Rs.25.76 lakh) and the
materials were received in May 2008. On request of Private Agencies Municipal
Commissioner issucd various items amounting to Rs. 16.89 lakh frec of cost (Tricycle-
22, push cart - 212 @ Rs14502 and Rs 6462 each respectively) though as per the terms
of the contract private agencies had to arrange these items for cleaning and sweeping

purposc.

As the private agencics were assigned with sanitation works on lump sum monthly
contract basis, supply of equipments at the cost of the Corporation without collection of

hire charges resulted in a loss of earning and extension of undue favour to the contractors.

On being pointed out, BMC did not furnish any reply.

[iﬁ Pre-mature encashment of Term Deposits resulted in 1oss of interest o —_I

Section 115 of Orissa Municipal Act,

1950 read with Rule 148 of Orissa Municipal
Rules, 1953 provide that Municipalities may invest any surplus funds not :d for
immediate use either in Government securities or in

other securitics od by
Government,
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Scrutiny of records (January and March 2009) of NAC, Belpahar revealed that an amount
of Rs.3.63 crore being the Octroi duty received from Tata Refractory Ltd (TRL) based on
Court order was deposited in a Savings Bank Account of SBI, Samada. Of this, Rs 1.00
crore was invested in a five year term(s) deposits and Rs 2 crore in February 2001 for one
year term deposit. When TRL's case for refund of Octroi was rejected in appeal
(December 2005), the Term Deposits Receipt (TDR) were encashed by the NAC and an
amount of Rs 3.88 crore (including interest) was transferred to current account, As the
NAC was invariably maintaining cash balance exceeding Rs 3.10 crore on each day in
the P.L and current accounts, there was no immediate requirement of cash and hence
encashment of interest bearing deposit was unwarranted. Further, due to premature
encashment of securities, the bank recovered a sum of Rs 9.43 lakh from the amount of

interest due to the NAC till date of encashment.

Thus, premature encashment of term deposits of Rs 3.00 crorc without specific
requirement and parking the same in current and PL account resulted in avoidable loss of
interest of Rs 56.25 lakh calculated at a minimum of 6.25 per cent per annum during the

period from February 2006 to January 2009.

The matter was referred (April 2009) to the Commissioner-cum-Secretary to the

Government of Orissa, H&UD Department and reply awaited (July 2009).

[377 Excess payment on computerization of database. A

CMC maintained computerized data base on birth and death since May 2002 and prior to
that the same was maintained manually. The Corporation decided (July 2005) to
computerise the database on birth and death prior to May 2002 (From 1975 to 2001) also.
Accordingly, tenders were called for (June 2006) and the work was entrusted to M/S
DIGIPRO INDIA being the lowest bidder @ 14 paise for cach birth ficld entry and 16
paise for death field entry which was inclusive of VAT @ 12.5 percent of the value of

work.

Scrutiny of records revealed that the manual records on birth and death contains a
maximum of 25 and 21ficlds respectively. As against the actual ficlds required for the

data base, CMC created 39 and 33 ficlds for computerization of old data for which no



i 5 i ion of excess data base fields
data was available in manual records which resulted in creation

14 and 12 respectively. Due to excess creation of data base field there was an excess
of 14 an res .

payment of Rs 10.66 lakh to the firm as given below:-

ment made.

[W I—A_cma] payment made ge:;::sum for required | Extra pay .
Birth , Rs. 2128713.00 I Rs. 1364560.00 Rs. 764153.00
[ﬁh ] Rs. 831415.00 ] Rs. 529082.00 . Rs. 302333.00
| o _ Total|  Rs. 1066486.00

Apart from above, CMC made payment of Rs 3.63 lakh towards VAT to the firm, which
was not admissible since the rate was inclusive of VAT. Hence there was a total excess

payment of Rs 14.29 lakh to the firm, for the extra field not required.

On being pointed out, no reply was furnished by CMC.

[ 3.8 1dle expenditure on purchase of Laparoscopic unit

BMC decided (April 2006) for establishment of one Laparoscopic unit in its hospital
located at Old Town, Bhubancswar. Tender was called for (September 2006) and the
offer of M/S Vishal Surgical Equipment Company, Hyderabad was accepted. The firm
supplied the equipments (August 2007) and the test operation of the unit was made
(August 2007) by the Professor of Surgery, S.C.B.Medical College, Cuttack after which
the firm was paid Rs 20.50 lakh (July 2008).

Scrutiny of records (January 2009) revealed that BMC hospital had no Surgery Specialist
and other trained personnel for operation of the Laparoscopic unit. In the absence of
qualified persons for operation, the unit could not be put to use and the entire unit was
lying idle since the date of its installation (August 2007).

Injudicious decision of BMC to establish Laparoscopic unit without having supporting
qualified doctors for operation and maintenance resulted in idle expenditure of Rs 20.50

lakh. On being pointed out, no reply was furnished by BMC (March 2009}
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B T -
3.9 Extra expenditure due to non-acceptance of valia tender R

BMC took the construction of a Kalyana Mandap at VSS Nag

ar in Bhubaneswar at an
estimated cost of Rs 2242 lakh.  The work was put to tender (M

ay 2006) and five
tend

crers submitted quotations for the work. The first lowest tenderer was
execute the work (Scptember 2006) at a tender value of Rs 1133 |
did not turn up,

asked to
akh. As the tenderer

the tender was cancelled by the Standing Committee and no attempt was
made to negotiate with the sceond lowest tenderer whose quoted rate was Rs 11.75 lakh.
Fresh tenders were again invited (March 2007) and awarded to the lowest tenderer at his

quoted rate of Rs 20.21 lakh. The contractor executed (October 2007) the work at his
quoted rate.

Had the work been awarded to the second lowest tenderer afier proper negotiation the
extra expenditure of Rs 8.46 lakh paid duc to invitation of fresh tender could have been
avoided.

In another case, tenders were invited by BMC (February 2006) for construction of drain
from Institute of Hotel Management to Badambadi Chhak of VSS Nagar at an estimated
cost of Rs 16.72 lakh. Three tenderers offered their rates and the lowest tender of R
13.77 lakh was accepted. As the contractor did not turn up, the tender was cancelled
(December 2006). In this case also, BMC did not make any attempt to go for the second
lowest tenderer (Rs 14.52 lakh) and instead fresh tenders were invited (March 2007) and
the work was entrusted to the lowest tenderer at an offered price of Rs 18.38 lakh. The
work was completed by the contractor at an cxpenditure of Rs 17.22 lakh (November

2008) and BMC incurred an avoidable extra expenditure of Rs.2.70 lakh.,

On this being pointed out, no reply was furnished by the BMC.

Ef() Avoidable expenditure towards departmental charges. o ' \

velopmental works such as construction of road, drain, watcr supply, sanitation, and
et lighting ctc. are exccuted by BMC through engagement of contractors.  These
tks were exccuted under the supervision of two Exccutive Engincers, Assistant

rngineers and Junior Engincers posted in BMC. BMC obtained the services of two

33



Exccutive Engineers from P.H Department on deputation for supervision of water supply

and sanitation works.
aled that BMC has paid Rs 24.04 lakh (one percent towards

Scrutiny of records reve

contingencies and 17 percent towards departmental charges) to the P H.Division III for

installation of 194 tubc wells for the year 2007-08 (100) and 2008-09 (94) despite

availability of sufficient engincers for supervision of the works.

Thus payment of 18 percent of the total cost of the work (Rs. 133.57 lakh) i.e. Rs.24.04

lakh towards departmental charges for supervision of the work was avoidable.

[311 ldiein t due to non-allotment of Market complex

CMC completed (November 2006) construction of one market complex with 22 shopping
units at Chaudhury Bazar, Cuttack at a cost or Rs 13.36 lakh. As per the Project Report,
the offset price of one shopping unit was Rs 800 per month. These shopping units were
to be allotted through public auction. No auction was C(;nducted by the CMC for
allotment of these shopping units. Due to non allotment of the shopping unit by the CMC

cven after the lapse of two years since its completion, there was a loss of revenue of Rs

4.22 lakh besides idle investment of Rs.13.36 lakh.

In six test checked ULBs out of 586 houses taken up for construction under Valmiki
Ambedkar Awas Yojana (VAMBAY)!, 376 houses on which an amount of Rs.62.25
lakh was incurred, were still lying incomplete (April 2009). The concerned beneficiaries
did not avail all the four/five instalments to complete these houses and were left at

different stages of construction (Appendix-XIV).

Thus, a sum of Rs.62.25 lakh spent on these incomplete house- tful and

376 homeless beneficiaries were deprived of getting a dwelling 111

: Vambay is a centrally s; o si .
dwellers b s o ns0red housing scheme launched during 2001-02 for the benefit of slum

34

The E.O, Anand icipali
he pur Municipality and the EO, Chatrapur NAC, attributed (March 2009)

the non-completion of VAMBAY houses 1o lack of interest by the concemed

beneficiaries, whereas in the remaining four selected ULBS, non completion was mainly
duc to non release of requisite Central Subsidy for want of deposit of matching share b\
the ULBs, delayed submission of UCs and non construction of house in time. Evc’n
though BMC deposited the balance matching share of Rs.30 lakh in the designated
VAMBAY account, release of matching Central Subsidy was not considered by
HUDCO and no reasons were on record.

3.13 Loss of Central subsidy |

As per the VAMBAY scheme, Central Subsidy (CS) of 50 percent would be relcased by

HUDCO through State Urban Development Agency (SUDA) only after deposit of Statc
matching share of 50 percent by the ULBs in their VAMBAY accounts and submission
of utilization certificates by SUDA to HUDCO.

During 2002-06, proposals were submitted (24 ULBs) for construction of 1564
VAMBAY houses for which CS of Rs.3.13 crore (Rs.20, 000 per DU) was to be released
by HUDCO. As per the proposal, State matching share of Rs 3.13 crore was to be
deposited by the ULBs in their designated VAMBAY accounts against which only Rs
2.16 crore was deposited. Despite deposit of State matching share of Rs.2.16 crore for
1080 DUs by the ULBs, CS of only Rs 1.24 crore was released by HUDCO for 620 DUs
resulting a short release of Rs 91.90 lakh (Rs 215.90 lakh — Rs 124.00 lakh). Further, due
to short deposit of the State matching share of Rs 96.90 lakh (Rs 312.80 lakh — Rs 215.90
lakh) by the ULBs, there was non-release of CS to that extent.

Thus there was total loss of CS Rs 1.89 crore (Rs 91.90 lakh + Rs 96.90 lakh) during the

above period.
[ 3.14 Allotment of YAMBAY house to non-slum dwellers e : J

The target group under VAMBAY is slum dwellers who do not possess any house. In

Anandpur Municipality, out of 50 VAMBAY houses, 40 houses were allotied to non

A sum of Rs.15.76 lakh was spent on the con
s 8 lakh. Thus scheme funds to that extent were misutilised

struction of these houses
slum dwellers.

which included CS for R:
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nandpur Municipality replied that the houses were

i« being pointed out. the EO. A . .
On this being po ~ecolution of the Municipal Council. The reply isnot

0 > -

2liomad 0 the hencficianes a3 s » o -
) the decision of the Municipal Council violated the guidelines and spirit of
acogpueble &8s T ton Of b,

.twv—mww(‘mﬂm

The mi:md\\D’a\mmmn funds released under the scheme is to be utilised
of shum Out of Rs.40.92 lakh allonad to Rayagada Municipality

omiv for upgradsnon Of
snder NSDP for 200205, 3 sum of Rs22.12 l=kh was utilised on 51 projects (seven

el 2] Funs o Sohd Wasie Mznzgement projects and 21 Electnicity Projects) in
mmmmml\iﬁlﬁm:ﬂo’ﬂiﬂmtﬁed\md\dmﬁme

ramcpeiny were doperved of geming benefit of the scheme that extent

S.lSﬁn!n'lI

Om heme pomnd s e EQ. Reveeads Mumicipelity saied that the counct! had
msobvad 10 undsriEs sEme olume of work m shum sreas in order 0 compensaie the

grvsmsiar of umés. Bar works wore not when wp m any slum areas 2s of Apnl-2009.

Smitrh @ Amemdpar Maumomelity #nd Bergarh Mumscipality. Rs 3,52 lakh and Rs0.50
it wers oibsed wwwerds purchese of decmice] fimme (2006-07) 2nd purchase of chairs
g dwr Wi 2067) respecaneiy. The Elecmice] fittimes were utilised mamly m non-

sium gzes 1 Lremdmr Whmomebn, wherses the chairs 2ad durry were retained by the

Zroet Whmopsln for ofice ese and mecomes. Thes scheme funds 0 the wne of

P35 240 b was Guemad for ofher parposes 2md meswnilised by these two Municipalities.

Tiem BT sums mciadng 173 wosczoogmsed shrms in BMC arez Agzinst the
alonm=r of F3 0 56 oo w MO umder NSDP for M40 R 68.19 2kh (2L percens)
vas aniised o -rmwnmwmmzmsm Since
LDty aOTVTy 1 ton-recpmssed sbums would eacourage mushrooming of more
sums zul dlegs smcoachmens of corpoeztion govermment land, thess - - ~ould

oL e JeET sRemaned

L
™=

In reply the Slum Improvement Officer (S10). BMC replied that the works were under
1aken due to demand of slum dwellers and as per the approval of the BMC. The reply is

not acceptable as it violates the spirit of the scheme guidelines

3.17 Non payvment of loan instaliments and interest x

The loan component of NSDP (70 percent of the NSDP funds) caried interest rangine
from 10 percent 10 14 percent fixed by the GOI from time to time. As per the conditions

of sanction, the period of loan was 20 years znd <0 percent of the loan was to be

recovered from the ULBs in 20 equal annual instaliments. The balance 30 percent
enjoyed five years grace period, after which repayment would be effected in 15 znnual
equal instalments. In the event of default in repayment of principal and'or interest. 275
percent exira would be charged on all the overduz instzliments

Scrutiny of loan ledger maintained by the H&UD Department revealed that against the
release of loans for Rs.20.95 crore under the scheme to 103 ULBs from Nevember 1999
onwards, Rs.18.25 erore towards principal was outstanding as of March 2008, Out of 103
ULBs in the State, only 10 ULBs have fully cleared up their loans and imterest thereon.
The remaining 93 ULBs defaulted the payment of principal as well as mtzrest due there
on. Over due principal of Rs.2.31 crore and cumulative overdue interest of Rs 731 crore
were pending for recovery from these 93 ULBs.

On being pointed out. it was stated that as the financial condition of most of the ULBs
was not sound, they were unmable 1o repay the outstanding loan Rephy of H&UD
Department is contrary 1o actual financial position of the ULBs who had surplus funds
However. pant of the outstanding dues were being recoverad regularly from octro:

compensation grants of the defaulied ULBs.



3.18 Non provision of shelter rdTQi[.T{{?Nvci‘i}?r';"""""

asasseneasriisn s
B

As per the guidelines . ) .
S pe guidelines, 10 perceny of the allocation to State under the scheme should be
utilised for construction ang

/or upgradation of houses for the urban poor. A sum of

Rs.64.20 lakh (10 percent of R 642.00 lakh of NSDP funds rcleased to ULBs in 2005-

06) should have been utilised for construction of 128 new houscs (Rs.40.000 per unit)

and up gradation of 65 existing houses (Rs.20.000 per unit) against which only 31 new

houses were constructed  ag reported by SUDA in 2005-06. In 11 test checked UlBs.

neither any new house was constructed nor any existing house upgraded.
The Executive Officers concerned stated that provision for shelter could not be made due

to insufficient release of funds. The reply was not acéeptable in view of the fact that
funds available with the ULBs were utilised by them fully.

—
s e\ | D
.9 MAR 2010 (S. Palit)
Bhubaneswar Deputy Accountant General
The--—-- day of----—---2010 (Local Bodies Audit & Accounts),

Of/o the Principal Accountant General (CA)
Orissa, Bhubaneswar.

Countersigned

Blllulba-neswar Principal Accountant (;:n/eml'mudit)
The------ day of------- 2010 Orissa, Bhubaneswar.
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. Appendix-1I
Assignment of taxation powers to ULBs

(Ref. Para 2.4; Page-09)

The Urban Local Bodies in the State arc starving for funds and have no

expandable tax-base.

The commission for the same reasons rccommend (in Chapter-VI)

for the following taxation measures in respect of ULBs

1.

2.

i4.

Possession tax on encroached land (Para 6.68 to 6.69)

Turnover tax on Commercial Agricultural Farms (Para 6.70)

Livestock Registration and Licence Fee (Para 6.71)

Capital / Property Transaction Fee (Para 6.73)

Population Welfare Cess (Para 16.74)

Pisciculture Cess (Para 6.75 to 6.77)

Education, Environment and Health Care Cess on Industries (Para 6.78)
Education, Environment and Health Care Cess on Mines (Para 6.79)

Education, Environment and Health Care Cess on Ports and Jetties
(Para6.80)

. Education, Environment and Health Care Cess on Power Plants (Para
6.81)
. Parking Fee (Para 6.82)

Licence Fees from shops on the basis of annual turnover (Para 6.84)

Local Body Health Fee from Private Hospitals and Nursing Homes (Para
6.88)

Pilgrim Fee (Para 6.89)
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Appendix-11
Statement showing the delay in revision 0

(Ref. Par

4 2.7 ; Page-11)

f Annual value of holdings

Period of delay

40

Name ol | Year of last | Percentage of Revision due | Revision
ﬁ:m ULB | revision taxation on done S years
Gopalpur [ 1995-96 “HT-6 2000-01 - ye
NAC LT-6
L) WT-7
Jaleswar _coa-om HT-3 1999-2000 2007-08 | 8 ycars
ﬁ LT-2
Balasore | 1995-96 HT-2 2001-02 6years
Munici- \ \ LT-5
pality WT-5
Cuttack 1961-62 Total 1967-68 41 years
Municipal N Taxation-20.5
Corpn.
Sunabeda | 2002-03 HT-5 2007-08 1 year
NAC LT-5
o DT-2.5
! WT-2.5
Junagarh | 1995-96 HT-5 2000-01 9 year
\ NAC \ LT-3
< A WT-3
: B wc::__; 1995-96 HT-6 2000-01 2008-09 | 9 years
[ NAC & \ LT-I
Rourkel: 1993-94 HT-5(10) 1999-2000 10 years
(€T LT-5(0.1)
Rourkela DT-2 ( Nil)
(ST) WT-3(Nil)
Bolangir | 2002-03 HT-2 2007-08 I year
Municipal LT-1.75
WT-2
Soro 1988-89 HT-5 - = -
NAC \ LT-3
WT-3
Nayagarh \ 1995-96 HT-6 - - --
NAC LT-4
WT-3
Paradecp [ 2001-02 HT-10 -- _
Munici- -
pality \
0
HT-Holding Tax, LT-Latrine Tax, DT-Dy nage Tax and WT-Water Tax

J

\Lm_,ﬂr % J,\Q..:...Om last Percentage e
the ULB__| revision taxalion Revision | Period of deia-
pattamun 1997-98 HT3 F[Tn‘ tia
_dai NAC . ——— |
Balugaon _omm-wm HT-4 ] |
NAC LT-3 jl’J
Bhubane- 1995 HT-8 S |
swar LT-3 __
Munc. *
Corpn
Nowaran- | 2003 HT-2 Not duc ﬂ
gpur LT-7 i
Munici- WT-6
mm:_w
Udala 1996 HT-4 2001 - 02 =

NAC LT-2 6 years
| DT-2
, NN -
L a2
41




Statement showing the d

>—.va=.=v.-< ®

emand, collection

checked ULBs fo

r the year 2003-04 to 2007-

ara 2.15; Page-10)

and balance of taxes of the 17 teg

08.

(Ref. Pd
(Rupees in lakh)
[ Year Demand Collection - wN_MSMMN =
858.1 )
2003-04 1831.68
Wxx-& 1767.53 | 715.11 “wwm.ww
| 2005-06 2265.67 1120.95 _Nom.mo
[ 2006-07 2457.70 1252.20 N_.
[2007-08 2675.43 1410.76 1264.67
44

Appendix -V (ii)

Statement showing the rate of collection of taxes to the demands during 2003-04 to
2007-08 of the Test checked ULBs.
(Ref. Para 2.15; Page-16)

(Rupees in lakh)

8 xn,Eowm.“..‘v\ii Name of the Unit Percentage of | Total | Balance Percentage
.7.: of ULBs as rate of { demand as | as on| of balance
. per range collection  tc | on 1.4.67 3103.08 |of 31.3.08
of the demand to the
collection during  2003- demand  on
i ; 04 10 2007-6% 1.4.07
pereentagc
I. Below 30 | E.O, Balugaon NAC: ", - 9.6410 1847 28 86 23.54 81.57
2 | E.O. Nayagarh NAC - 11.21 to 25.87 3929 30.41 77.40
3. E.O, Udala NAC 7.941021.34 10.453 9.61 91.96
Y E.O, Sunabeda NAC -~ 79910 11.43 109.29 97.83 89.51
3. E.O,Bolangir 14.49 10 2042 56.66 48.45 85.51
Municipality
6. E.OBelpahar-, | 14210248 59 80.15 98.23
Municipality -~
7. E.O,Rourkela 19.22t029.73 282.29 198.38 70.27
Municipality
8. 31050 | E.O, Gopalpur NAC 25.65 10 38.54 10.76 8.00 74.35
9. E.O,Pattamundai NACx[ 321210 47.35 8.03 4 .89 60.75
10. E.O, Junagarh NAC\ L1} 254910 38.15 9.15 6.08 66.45
1. E.O,Balasore 30.89 10 36.52 84 88 53.88 63.48
Municipality
12. E.O,Paradecp 5.72t0 33.53 121.28 114.34 94.28
Municipality
13. E.O )Nabarangpur 25.86 10 37.82 4598 34.08 74.12
I Municipality
141 5T 71| E.O, Jaleswar NAC 64.55t0 70.85 535 1.76 31.71
sy E.O,Soro NAC 1 _ | 44.09 t0 6346 1159 6.28 5418
d6.| Commissioner, CMC 58.95 10 64.09 35741 136.85 38.29
0 _Commissioner, BMC 56.17 to 70.96 141235 410.12 29.04
S Total | 267543 | 1264.65 47.26 |




Stat

ement showing t

Appendix -V (i)

he unit wise per capita inc
(Ref. Para 2.15; Page-16)

Tax Revenue as

ome of Tax Revenue of the ULBs

(Rupees in lakh)

Population as per

Per capita tax

mﬂ_o Name of the ULB e 3001 ccnsus Rupcetr
o (Rs. in fakh) ‘
1.| Balasore Municipality 31.00 1,06,082 c7.22]
2. | Jaleswar NAC 3.79 21,387 17.72
3.| Gopalpur NAC 2.76 6,663 41.42)
4. | Commissioner CMC 220.54 5,34,654 41.25
5. | Balugaon NAC 5.33 15,823 33.69
6. | Paradeep Municipality 6.94 73,625 9.43
7. | Pattamundai NAC 3.16 32,730 9.65
8. | Nayagarh NAC 8.88 14,314 62.04
9. | Soro NAC 5.31 27,794 19.10
10. | Udala NAC 0.83 11,712 7.09
11. | Bolangir Municipality 8.21 85,261 9.63
13y | Rourkela Municipality 60.62 2,24 987 37.30
(Civil Town) 23.29
Rourkcla Municipality
(steel Town)
13.| Belpahar Municipality 1.43 32,826 4.36
14.| Junagarh NAC . D 3.08 15,759 19.54
15. | Nabarangpur Municipality 11.89 28,005 42.46
16.| Sunabeda NAC ' /7 11.46 58,884 19.46
17.] BMC, Bhubaneswar 1002.24 648032 154.65
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Appendix-V|

Statement showing Loss of revenue due to non-tapping of Sairat sourc
, es

(Ref. Para 2.20: Page-17)

(Rupees in lakh)
R Nl S R o - - .
sl Name of the Test checked units. | Nature of source Loss  of Revenue
No. { during  2003-04 (o
i -08
.\._..\\nl Balasore Municipality Pisciculture tanks | 051
\N\..\\l Jaleswar NAC Tank and ferry ghat o..._ |
\wﬂ\ll Gopalpur NAC Brakish water, ferry 184
ghat cabin remt &
Beach parking
4. Balugaon NAC Pisciculture tank & 048
kine house
5. Nayagarh NAC Pisciculture Tank 0.22
6. | UdalaNAC Cattle Pond, Tank 0.17
7. Bolangir Municipality Tank, Slaughter 2.73
House cycle stand
8. Rourkela Municipality Kine House, Hat 17.19
truck parking space
sauchalaya
9. Junagarh NAC Tank, Kine house 0.59
10. Sunabeda NAC Tank, :mnam:mr 5.47
Slaughter house
: B Total 29.31
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Appendix-V1I

Statement showing Loss of Revenue due t

(Ref. Para 2.21 : Page-18)

o Non-allotment of shopping units

(Rupees in lakh)

I
[Si | Name of the Unit Nature No ot} Loss of
‘ No. shops Revenue as gp
March 2008
I Paradip Municipality | Non allotment of 8 8.10
i | shops sheds
2. | Paiamundai NAC | -do- 26 2.86
3. M Balugaon NAC __ Non-allotment 4 _.mu
| ! | shops/sheds .
\ 4 Bolangir I Non-allotment 3 416
_ »_ b shops/sheds .
[ 5. | Nabarangpur Municipality | -do- 20
T\ I CMC. Cutack | Non allotment of shops 27
! | Idle market
L ] Total] 88

4%

Appendix-VII}

Statement showing the outstanding dues of shop room rent/ licence fee

(Ref. Para 2.21 ; Page-18)

(Rupees in lakh)

Name of the Unit

Outstanding
a$ on March 200%

Nayagarh NAC

Bolangir Municipality

Rourkela Municipality

A i

Rourkela Steel township

Belpahar Municipality

Al |

A—t=—tT""]

Junagarh NAC

Nabarangpur Municipality

Total:
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Appendin-I1X Appendix-X

Statement showing the CMC land under unauthorized possession Statement showing the Details of loan repayment with
’ With interest

(Rel. Pars 2.23: _-:rﬂrfﬁcv (Ref. Para 225 —.u«rr:u.::

B

(Rupees in lakh)

T I o (Rupees.in lakh)
Number | Place | Areainacre | Rateperacre | Value zr.ssj No. | NamcoftheULBs  [Amount of toan T Pringioar— o
2,. the s availed | /:1::?__ M_Eaaﬁ 4
Unit 1. Paradeep Municipality — i |
[ 33 Tobra 2404 75.00 184.80 | Encroachment| 1 CMC [
[ 13 Chandinmichowk 0.600 87.50 52.50 | -do- _
26 | Sikharpur 9.060 75.00 679.50 | -do- I Balasore Municipality |
6 | Utar Deula Sahi 4.527 75.00 339.53 | -do- 1. | Bolangir Municipality I
11 w Orniva Bazar 0.207 70.00 14.49 | Subjudice | 15. Nowarangpur Municipality 1040 35 |.L
20 | Cuttack Town 0.164 100.00 16.40 | -do- (1999 to u:c.n; , dj
[ 37 | Badambadi 1.086 100.00 108.60 | -do- 5. Balugaon NAC 2.90 0 %)
[ 22 | Markand Patna 0.098 150.00 14.70 | -do- {1999 to u:..um.. £t |
18.206 1410.52 or 7. Pattamundai NAC Nil ,
14.11 crore 17. BMC 332 39 NS 30253
16. Sunabeda NAC -1 ~
3. Gopalpur NAC - | | |
2. Jaleswar NAC - ﬁ 1
1 Belpahar Municipality - -
| Udala NAC 14.50 (1998-2002) 9.06
9. Soro NAC - - -
8. Nayagarh NAC 35.00 (1999-2007) 0.65 10.06
14. Junagarh NAC - -- -
12 Rourkela Municipality 59.30
(96-97 to 99-2000)
Total 63093
50
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showing excess exXpe

,.r_.ﬁp.:&n-?._

nditure on Establishment charges

Statement
(Ref Para 2.28: Page-23)
| Percen aoe of | Percentage  of | Percentage of Revenue
SINo. ﬁmp:a of the ULB  Period mMﬂa_“__”em mmsw:am:aa cost of nozen:osg
collection Lo | expenditure.  to
total revenue
cxpenditure collection
[1. BMC . (03-06 to 06-07) 21.551024.22 | 11.72-24.00
2. Sunabeda NAC 7.5210 11.65 23.63-43.63 36.53 -56.35
(06-04 to 07-08) ]
3. Belpahar Municipality 10.00- 36.47 37.61-140.44 31.70-71.30
j _ (03-04 10 07-08)
Junagarh NAC 5.62-19.46 31.31-71.04 43.15to0 142.32
j _ (03-04 t0 07-08)
.9 | Rourkela Municipality 11.01-17.58 10.73-23.63 28.19 - 42.04
Udala NAC 7.35-23.04 45.52-77.81 72.50 - 121.43
\ ( 05-06 10 06-07)
7. Soro NAC 6.28-16.51 40.30-126.44 113.57 —222.29
ﬁ § (03-04 10 07-08)
8. Nayagarh NAC 16.72 -20.01 13.48-15.89 comeaee
ﬁ (05-06 10 07-08)
9. Pattamundai NAC 25.00-157.87 N
ﬁ (03-04 to 07-08)
10. Paradcep Municipality 18.51-202.16 11.16-58.95 | -—----
( 03-04 to 07-08)
. Balugaon NAC 10.58-20.15 10.64-13.66 60.00
(03-04 10 06-07)
12. CMC ( 04-05 to 06-07) 433.58-517.56 -
132. Nabarangpur MC 9.91-33.61 16.34-57.32 10.34-35 0%
(03-04 to 07-08)
14 Gopalpur NAC -- 28.41-44.99
(03-04 10 06-07)
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Appendix-XI1

statement of Unfruitful expenditure on construction of Bus Stang
and,

(Ref. Para 3.2 Page-27)

Details of works

Sources of funds

(Rupees in lakh)

Special Problem fund

Construction of Platform e
Construction of Boundary wall Special Problem fund ’ 0532 H/
Construction of Bus stand MPLAD , 5755 J
Construction of Platform MPLAD @ 003 J
Construction  of  Platform  and | MLALAD 0330
Boundary wall ‘/
Construction of Bus stand Municipal fund % 0241 é
2452 _

N
oo



APPENDIX-XHI

ding Advance

ton

(Ref. Para 3.3: Page-28)

(Rupees in lakh)

sk
No

Appendix-X1V

Statement showing incomplete VAMBAY houses

(Ref. Para 3.12 ; Page-34)

, SINo. l Name of the ULBs Period Amountj
l Municipal Corporation
' 1 Bhubaneswar 1988 to 2008 6142.37
L 2 Cuttack 1997 to 2000 48.45
l Municipality
’ 1 , Biramitrapur | . 1991 to 2008 104.13
l 2 ! Karanjia ), . 1999 to 2008 7.73
I 3 , Deogarh 1991 to 2008 70.98
[ 4 l Patnagarh 2l By ’ 2000 to 2008 6.13
L 5 ’ Baripada , .. l 1968 to 2008 15.00
! NAC
’ 1 [ Burla. o) .+ 1995 to 2008 13.19
L Khariar ' 21,/ 1971 102008 5.44
[ 2 , Gunupur /.. ,, 2004 to 2008 8.86
[ 7 Total 6422.28

o (Rupees in lakh)
No ol R R~ g 3 T e
for which | DUs | DUs incompl bk
Proposal Sanct | taken | ete DUs.
submitted ioned | up. Plinth | Lintel Expenditure
5 level. | Level ir;:urredun
started | incomplete 0
BMC 250 100 146 105 17]
Anandpur [F 72150 50 50 7 -1 .
Bhadrak arf 19 53 21 \ \ 21 \ \ 420
Puri 200 60| 222 222 251 153] a4 -1 2530 |
Chatrapur | - 2] 22 15 1 - B I 030]
Malkangiri 100 80 100 20 - -1 20] -1 2.00
" Total 663] 331] 586 376 421 163} 129] 42} 6225
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AAP
ATIR

BMC
BPL

CDF
CDS
CMC
CS
CSp

DU
DUDA

EFC
ELFA
EO
EWS

GOl

HAL
H&UD
HUDCO

Glossary of abbreviations

A

Annual Action Plan

Annual Technical Inspection Report

B
Bhubancswar Municipal Corporation
Below Poverty Line

C
Community Development Funds
Community Development Society
Cuttack Municipal Corporation
Central Subsidy
Centrally Sponsored Plan

D
Dwelling Unit
District Urban Development Agency

E

Eleventh Finance Commission

Examiner Local Fund Audit

Executive Officer

FEconomically Weaker Section
G

Government of India

H

Hindustan Acronautics Ltd
Housing & Urban Development

Housing and Urban Development Corporation

IDSMT
IHSDP
IR

LBA&A

MC

NAC
NMAM
NSDP

OMAM
OTC

PL
PPL
PPT

SCA
SFC
SI10
SUDA

Infrastructurc Dcvclopment of Small and Medium Towns

Integrated Housing and Slum Development Programme
Inspection Report

L
Local Bodics Audit and Accounts

M

Municipal Corporation

N

Notified Arca Council
National Municipal Accounting Manual

National Slum Devclopment Programme

Orissa Municipal Accounting Manual
Orissa Trecasury Code
P

Personal Ledger
Paradcep Phosphates Limited
Paradeep Port Trust

R
Regulatory Market Commiittee

S

Special Central Assistance
State Finance Commission
Stum Development Officer

St Urban Development Agency



TAC
TFC
TGS
TRL

ucC
ULB
UEPA

VAMBAY

Town Ac
Twelfth Finance

Technical Guidanc

T

fvisory Committee

('mnmissinn

¢ and Supervision

Tata Refractory Limited

Utilization Certificatc

Urban Local Bodies
Urban Employment and Poverty Alleviation

\'%

Valmiki Ambedkar Awas Yojana
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