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PREFACE

This Report for the year ended March 2016 has been prepared for
submission to the Governor of Telangana under Article 151 of the
Constitution of India.

The Report contains significant results of the performance audit and
compliance audit of the Departments of the Government of
Telangana under the Economic Services including Departments of
Agriculture and Co-operation; Rain Shadow Areas Development;
Animal Husbandry and Fisheries;, Energy; Environment, Forests,
Science and Technology; Industries and Commerce; Information
Technology, Electronics and Communications; Infrastructure and
Investment; Irrigation and Command Area Development; Public
Enterprises; and Transport, Roads and Buildings. However, the
other Departments are excluded and covered in the Report on
General and Socia Services.

The instances mentioned in this Report are those, which came to
notice in the course of test audit for the period 2015-16 as well as
those which came to notice in earlier years, but were not reported
earlier. Instances relating to the period subsequent to 2015-16 have
also been included, wherever necessary.

The audit has been conducted in conformity with the Auditing
Standards issued by the Comptroller and Auditor General of India
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Chapter - |

Overview of Economic Sector

1.1 Introduction

Telangana State has a population of 3.50 croreaageographical area of
1,12,077 sq.kms. For the purpose of Administratibare are 32 Departments
at the Secretariat level headed by Principal SadestSecretaries who are
assisted by Directors/Commissioners and subordio#fteers under them.

This Report covers the functioning of 11 Departraaitthe Economic Sector
listed in Table 1.1.

1.2 Expenditure of Economic Sector Departments

Expenditure incurred by the Departments duringgbeod 2011-16 is given
in Table 1.1.

Table 1.1: Table showing the expenditure* durin@21-16

®in crore)

Sl. Name of the
2011-12 | 2012-13 | 2013-14 | 2014-15| 2015-16

Agriculture & Co-

operation 333454 363336 2874.65 538031 5668.08
Rain Shadow Areas

Developmerit

Animal Husbandry & 72058 83061 839.18 32517  543.00
Fisheries

Energy 4367.68 6249.03 755328 350449 5195.32

Environment, Forests,
Science and Technology
Industries & Commerce 380.74 760.53 705.66 670.96 777.56
Information Technology,

Electronics & 57.72 199.37 155.10 136.40 87.33
Communications
Irrigation and Command
Area Development

343.01 391.25  399.56 211.75 364.71

17787.39 19704.27 18760.67 8052.87 10978.72

e

Public Enterprises 1.46 1.40 1.44 0.54 0.80
Roads and Buildings

Infrastructure & 3043.04 4188.66 4948.75 2598.97 2917.20
Investment

* These figures represent the expenditure figufeb® erstwhile composite AP State from 01 April2201
to 31 March 2014 and expenditure figures of TelarggaState from 02 June 2014 to
31 March 2016. Expenditure figures from 01 Apf@i1Z to 01 June 2014 were depicted in Audit
Report on Economic Sector Departments of Andhral€h State

(Source:Appropriation Accounts of Government of Andhra RistdTelangana for the relevant years)

Expenditure of this Department is covered undemGNo. XXVII — Agriculture
2 Expenditure of Infrastructure & Investment is cmd under Grant No.XI — Roads,
Buildings and Ports
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Of the 11 Departments, with a total expenditur& #6532.72 crore, covered
in this Report, a major portion of the expendituwas incurred by Irrigation
and Command Area Development Department (4fe8&ent) Agriculture &
Co-operation Department (21.p6r cent),and Energy Department (19.p8r
cent)during 2015-16.

1.3 About this Report

This Report of the Comptroller and Auditor Genearalndia (CAG) relates to
matters arising from the audit of 11 Government d@#pents and
Autonomous Bodies under the Economic Sector. Ca@anpé Audit covers
examination of the transactions relating to expemdiof the audited entities
to ascertain whether the provisions of the Cortsbituof India, applicable
laws, rules, regulations and various orders andruasons issued by the
competent authorities are being complied with. étethnce Audit examines
whether the objectives of the programme/activitp@ement are achieved
economically, efficiently and effectively.

1.4 Authority for audit

The authority for audit by the CAG is derived frdfticles 149 and 151 of
the Constitution of India and the Comptroller anddfor General's (Duties,
Powers and Conditions of Service) Act, 1971 (DP®).ACAG conducts audit
of expenditure of the economic sector Departmemtthe Government of
Telangana under Section ®18f the DPC Act. CAG is the sole auditor in
respect of fourautonomous bodies which are audited under Secfi6(&},
19(3¥ and 20(1) of the DPC Act. In addition, CAG also conducts ituad
other autonomous bodies under Sectiof b4 DPC Act which are
substantially funded by the Government. Princigled methodologies for the
various audits are prescribed in the Auditing Séadsd and the Regulations on
Audit and Accounts, 2007 issued by the CAG.

3 Audit of (i) all transactions from the ConsolidatEund of the State, (ii) all transactions
relating to the Contingency Fund and Public Accewantd (iii) all trading, manufacturing,
profit and loss accounts, balance sheets and athbsidiary accounts kept in any
Department of a State

4 Telangana State Electricity Regulatory Commiss{@BERC) under Section 19(2),
Telangana Khadi and Village Industries Board (TKYiBder Section 19(3), Environment
Protection Training and Research Institute (EPTiRi)ler Section 20(1) and Telangana
State Compensatory Afforestation Fund Managementd dplanning Authority
(TSCAMPA) under Section 20(1) of DPC Act

5 Audit of the accounts of Corporations (not beingn@anies) established by or under law
made by the Parliament in accordance with the prons of the respective legislations

6 Audit of accounts of Corporations (not being conipa) established by or under law made
by the State Legislature in accordance with theipions of respective legislations

7 Audit of accounts of any body or authority on teguest of the Governor, on such terms
and conditions as may be agreed upon between tli2 &W the Government

8 Audit of all receipts and expenditure of (i) anydly or authority substantially financed by
grants or loans from the Consolidated Fund andfii) body or authority where the grants
or loans to such body or authority from the Cordaikd Fund in a financial year is not
less thar¥ one crore
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1.5 Planning and conduct of audit

The primary purpose of this Report is to bring be thotice of the State
Legislature important results of Audit. AuditingaBtiards require that the
materiality level for reporting should be commemder with the nature,
volume and magnitude of transactions. The auddirigs are expected to
enable the executive to take corrective actionlss & frame policies and
directives that will lead to improved managementted organisations, thus
contributing to better governance.

The Audit process starts with the assessment &6 rfaced by various
Departments of Government, based on expenditur@rriedt, criticality/
complexity of activities, level of delegated finaalcpowers, assessment of
overall internal controls and concerns of staketi@ddPrevious Audit findings
are also considered in this exercise. Based on rikls assessment, the
frequency and extent of Audit are decided.

After completion of Audit, Inspection Reports cantag Audit findings are
issued to the heads of Departments, who are regpl&stfurnish replies to the
Audit findings within one month of receipt of theaspection Reports.
Whenever replies are received, Audit findings aitbee settled or further
action for compliance is advised. Important Audiservations arising out of
these Inspection Reports are processed for inclusiothe Audit Reports
which are submitted to the Governor of the StatdeurArticle 151 of the
Constitution of India. During 2015-16, various Dgp@nts/ Organisations
under the Economic Sector were audited and 153%btEm Reports
containing 954 paragraphs were issued.

1.6 Response to Audit

1.6.1 Performance Audit and Compliance Audit observations

One Performance Audit and four compliance audiageaphs included in this
Audit Report were forwarded demi-officially to therincipal Secretaries/
Secretaries of the Departments concerned betwegnsAand October 2016,
with a request to send their responses. GovernnbEgArtment’'s responses
were received for Performance Audit and two conmaléaaudit paragraphs.
Responses of Government/Departments have been atemaccount while
finalising this Report.

1.6.2 Follow-up on Audit Reports

Finance and Planning Department had issued (Ma)1@@tructions to all
Administrative Departments to submit Action Takeot®s (ATNsS) on the
recommendations of the Public Accounts Committe&QPrelating to the
paragraphs contained in Audit Reports within sixwths. Audit reviewed the
outstanding ATNs as of 31 October 2016 on the papdg pertaining to
Economic Sector Departments of the Telangana Stetleded in the Reports
of the Comptroller and Auditor General of India, v@mment of Andhra
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Pradesh and found that tWdepartments did not submit ATNs for the
recommendations pertaining to seven audit paragrdigicussed by PAC.

1.6.3  Outstanding replies to Inspection Reports

The Accountant General (E&RSA), Andhra Pradesh Beldngana arranges
to conduct periodical inspections of the Governnidgpartments to test check
transactions and verify maintenance of importambants and other records
as prescribed in the rules and procedures. Thegedtions are followed up
with Inspection Reports (IRs) incorporating irregyities detected during the
inspection and not settled on the spot, which ssead to the heads of the
offices inspected with copies to the next highethduties for taking prompt
corrective action. The heads of the offices/Govanimare required to
promptly comply with the observations containedtine IRs, rectify the
defects and omissions and report compliance throgires. Serious financial
irregularities are reported to the heads of Depamtsiand the Government.

1944 IRs containing 7007 paragraphs issued uptoviaich 2016 were
pending settlement as of 30 September 2016. TparDeent-wise details are
given inAppendix 1.1

1.7 Significant Audit Findings
Performance Audit
Implementation of selected Medium Irrigation Projeds

The Government had taken up (2005) nine Mediungdtion (MI) projects

with a cost oR 888 crore to create an Irrigation Potential (IPLdf lakh acres
in two years. Performance Audit of five selected pbjects was conducted
(from January to June 2016) to assess (i) whetlhenmg for the projects was
comprehensive and individual projects were fornedgtroperly; (i) whether
the execution of the project packages was systemaatl in accordance with
relevant provisions and (iii) whether the intendbetefits were achieved

9 Irrigation and Command Area Development Departm@mTNs and Animal Husbandry
and Fisheries Department: 2 ATNs
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Major audit findings are summerised below:

>

Though all the five projects were targeted to bemqaeted within two
years, only two were completed, except for somelkang works. The
remaining projects were not completed due to impgogplanning,

delays in submission and approval of designs, reiitdiion and

resettlement activities, obtaining forest clearascestc. Irrigation

Potential (IP) of 13900 acres only was achieved (M2016) against
the targeted 52000 acres.

There were consistent saving€319.02 crore) across the projects and
across the years. There were also reductiof244.56 crore) from
original grants through re-appropriations in at lest six years.

Despite receiving almost full grants under Accelégd Irrigation
Benefit Programme (AIBP), three projects viz., Galagu, Neelwai
and Peddavagu at Jagannathapur were yet to be catgu even after
11 years. There were shortfalls in utilization ofiBP funds in respect
of Gollavagu €2.24 crore) and Peddavagu at Jagannathap@4({.53
crore). Since none of the projects were completethin the time
stipulated by AIBP, possibility of conversion ofarts to loans cannot
be ruled out.

Suggestions of the Central Water Commission (CW@lating to
adoption of rainfall — runoff relationship of Kaddem project to these
projects, to review flood discharges and establgduzing stations at
dam sites were not complied with. As a result, @uwduld not verify
the scientific basis for calculation of dependabjeld for the projects.

Irrigation Potential to be created in each villagegs prescribed in
Public Works Department Code, was not contemplatethe Detailed
Project Reports (DPR). In three projects, only ndat-wise IP was
stipulated to contracting agencies. Though, villegvise IP was
stipulated in the agreement in case of Mathadivagwoject, the
contracting agency did not comply with the stipulan, resulting in
leaving out two villages and reduction of the progea IP in six
villages.

In Mathadivagu and Peddavagu at Jagannathpur projechead
regulators were planned and constructed without msponding canal
systems.
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> There were cases of delays in survey and invesiogaS&l) activities
by the contracting agencies, non-submission of S&eports as
envisaged, delay in submission of proposal for fetréand, defective
Sé&l leading to deletion of IP, improper S&l resultig in delay in
execution etc.

> There were delays in submission and approval of iges, non-
compliance with Government instructions in respeat timelines in
finalisation of designs.

> Estimates were not prepared by the agencies asuktipd in the
agreements. Payment schedules were revised sevienals without
justifications / recorded reasons.

> There were cases of non extension or delay in esten of benefits of
Rehabilitation and Resettlement (R&R) to the prdjeaffected
families, resulting in delays in execution of prajts.

> There were instances of accepting changes in bagooject
parameters without corresponding changes in the tcosf the
agreement, leading to undue benefits to contractiagencies.

> Drinking water facilities to villages en-route, asnvisaged, were not
ensured.

[Paragraph 2.1]
Compliance Audit

Development of Textile and Apparel Parks

Textile and Apparel Parks were established witlolajective of increasing the
textile exports and to generate employment oppdrésnin handloom and
textile sector. Audit of selected four Parks, ofieight Parks in Telangana
were conducted during May-June 2016agcertain the reasons behind delay
in completion of parks and non-achievement of dpettargets.

Major audit findings are summerised below:

> There were significant time overruns in completioof the Parks
ranging from seven months to 151 months.

> The expenditure so far incurred by the State Gowverent 6.04
crore) and Gol §14.34 crore) could not yield expected results in
respect of Textile Park, Siricilla and Whitegold tegrated Spintex
Park Private Limited (WISPL).
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>

In Textile Park, Siricilla, the Department had inqued an
expenditure of 5.86 crore on power supply, water supply and
internal road network against the originally appred cost of¥1.64
crore.

There were no export sales in respect of Textilerl®&Siricilla and
WISPL against the targets o#10 crore and¥650 crore per annum
respectively. In Handloom Park, Pochampally, thepext sales were
¢1.53 crore (upto 2015-16) against target&d7.50 crore per annum.

There was shortfall in establishment of units in éhParks ranging
from zero to 100 per cent and, in respect of emplent generation, it
ranged from 81 to 100 per cent.

Due to delay in creation of the infrastructure fothe Textile Park,
Siricilla, the Department had lost the Governmerit ladia assistance
to the extent of1.04 crore.

In the Textile Park, Siricilla, the Common Effluenfreatment Plant
constructed at a cost of1.04 crore was not functional and Common
Waste Water Treatment Plant constructed in Appatetport Park,
Gundlapochampally was not functioning since Novemi2911.

In Apparel Export Park, Gundlapochampally, 53 peewt of the total
units belong to non-textile/apparel manufacturertje Park had not
achieved its intended purpose of being an appangbh

[Paragraph 3.1]

Implementation of Crop Loan Waiver Scheme

Government of Telangana had introduced (August pCkrdép Loan Waiver

Scheme to alleviate the hardship of the farmerstdileeir indebtedness. The
scheme covered short term production loans and lmaps disbursed by
banks to farmers against gold. Each farmer famig eligible for waiver of

crop loan amount which had been disbursed and wesanding as of 31
March 2014, together with applicable interest omstanding loan, up to 31
August 2014 oR one lakh per farmer family, whichever was lower.

Major audit findings are summerised below:

>

Verification of beneficiaries under ‘farmer family’ norm was
conducted without Aadhar numbers, despite being rdatory in the
scheme guidelines. No social audit was conducted diiminate
duplicate/multiple financing of beneficiaries.
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> The Department did not verify the crop loans takég farmers from
other district bank branches on agriculture landsn i multiple
districts/mandals.

> Crop loans to Rythu Mitra Groups/ Rythu Mitra Sangss were
waived, against the scheme guidelines to treat farnfamilies as
units.

> Banks claimed excess interest of183.98 crore on the total
outstanding crop loan of beneficiaries. Some ofetlibanks did not
claim interest, though stipulated in the scheme delines, resulting in
eligible farmers being deprived of waiver of intateto an extent of
66.16 crore.

> There was delay in remittance of unspent amountantovernment
account both by Joint Directors of Agriculture anblanks, mainly due
to delayed reconciliation of accounts by banks.

> There were unspent balances with the nodal banksl atso with the
bank branches, even after furnishing of utilizatiortertificates to
Department.

[Paragraph 3.2]
Telangana Road Sector Project

In order to reduce the growing funding gap in tlwad sector, a loan
agreement (January 2010) was entered into betwaennational Bank for
Reconstruction and Development (IBRD) and Governn@nindia. After

bifurcation, the loan was divided and a separatgieBr Agreement was
concluded between IBRD and Government of Telangixiag Telangana’s
loan at 66.5 Million USD. The objective of the jgct was to provide better
guality, capacity and safe roads to users in aaswgile manner through
enhanced institutional capacity of the Governmembad sector.

Major audit findings are summerised below:

> In one upgradation package, the Roads and Building&®&B)
Department had not levied delay damages ©19.23 crore while
granting extension of time, despite dismal progregshe work

> The R&B Department deleted some road stretches fritia scope of
contract due to their conversion as National Highy&or having been
taken up under other State schemes, resulting iroghutilization of
the loan. No efforts were made by the Departmenffitiothe gaps by
identifying alternate roads in lieu of the deletestiretches.
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The PPP component of the Project remained underisgd, as only
one road was identified to be executed under PPPdmoprior to
bifurcation of the Andhra Pradesh State. After bifcation, the R&B
Department had not conducted any further studies iteentify more
roads to be developed under PPP mode.

The formulation of Road Safety Action Plan was lagg behind the
schedule as the works related to demonstration mwor were yet to be
completed and in only two out of ten black spotsprovement works
were completed.

[Paragraph 3.3]

Department incorrectly adopted ‘total value of thevork’ for
computation of fuel factor, leading to excess paymef ¥4.74 crore
towards price escalation for fuel and lubricants.

[Paragraph 3.4]
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Chapter - Il

Performance Audit

Irrigation and Command Area Development Department
2.1 Implementation of selected Medium Irrigation Projeds

2.1.1 Introduction

Medium Irrigation (M) projects are projects thavie Culturable Command
Area (CCA} between 5000 and 25000 acres. The Governmentatkad up
nine MI projects in 2005 with a cost &B88 crore to be completed in two
years. These were to create an irrigation pote(iialof 1.1 lakh acres.

2.1.2 Scope and Methodology of Audit

A Performance Audit on implementation of selecteckddm Irrigation

projects was carried out during January to Juné 201t of nine MI projects,
five projects viz., Gollavagu, Mathadivagu, NeelwaPeddavagu at
Jagannathapur and Ralivagu were selected, usinglesimndom sampling
without replacement method. In the process, Aucliittnized the records of
Special Chief Secretary, Irrigation and Command aArBevelopment
(I&CAD) Department, Chief Engineer (Projects), Aatiad (CEADB), two

Superintending Engineers (SEnd three Executive Engineers (EE)

Audit methodology involved study of documents rielgtto Government
decisions, policies, circulars, budgetary allogadi@tc., and joint inspections.
Audit conclusions were drawn after obtaining infatran from 1&CAD
Department through issue of audit enquiries andie®ghereto have been
suitably incorporated in this Report. Audit objees, scope and methodology
were discussed with the Special Chief Secretakgdeernment of Telangana,
I&CAD Department in the Entry Conference held oMéy 2016. An Exit
Conference was held on 31 October 2016 and thesvigwhe Government
have been taken into account in the Report.

2.1.3 Audit Objectives

The Performance Audit on “Implementation of seldcMedium Irrigation
Projects” was conducted to assess:

1 The area, which can be irrigated from a schemesfitifor cultivation is called command
area

2 (i) Irrigation Circle, Nirmal and (ii) Dr BRAPCSGonstruction circle, Bellampally

3 (i) IB division, Adilabad; (ii) Dr BRAPCSS Consttion division, Bellampally and
(iii) Medium Irrigation Projects division, Manchati
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(i)

(ii)

(iii)

whether planning for the projects was comprehenaive individual
projects were formulated properly;

whether the execution of the project packages watematic and in
accordance with relevant provisions; and

whether the intended benefits were achieved.

2.1.4 Audit Criteria

Performance Audit findings were benchmarked agahestollowing sources:

(i)

(ii)

(iii)

(iv)

(V)

(vi)

(vii)
(viii)

Central Water Commission (CWC)/ Ministry of Enviroant and
Forest (MoEF) / Ministry of Tribal Affairs (MoTA) /Accelerated
Irrigation Benefit Programme (AIBP) guidelines;

State Financial Code and State Public Works Departn{PWD)
Code;

Rehabilitation and Resettlement (R&R) Policy - 2006the State
Government;

Guidelines relating to Engineering, Procurement &@whstruction
(EPC) contracts and Internal Benchmark (IBM) estioms with
relevant Schedule of rates;

Government Orders, memos and circulars issued firomto time;

Provisions of Agreements for respective packages pobjects
concerned;

Annual Budgets and annual action plans; and

Detailed Project Reports (DPRS).

2.1.5 Organizational Setup

The organizational setup in respect of selectediumedrrigation projects is
depicted in the following organizational chart.
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Special Chief Secretary (I&CAD) to
Government of Telangana

Chief Engineer

(Projects), Adilabad

Superintending Engineer,

Superintending Engineer,

Irrigation Circle, Nirmal

Dr. BRAPCSS Construction
Circle, Bellampally

Executive Engineer,
IB Division, Adilabad
(Mathadivagu

Project)

Executive Engineer,
Medium Irrigation
Projects
Division, Mancherial
(Gollavagu, Neelwai,

Executive Engineer,
Dr. BRAPCSS
Construction

Division, Bellampally
(Peddavagu @

Jaganathapur)

Ralivagu)

(Source:Information furnished by Chief Engineer, Projectdijlabad)

Audit Findings

2.1.6 Physical and financial targets and achievements

All the five projects selected for Audit were emtied (March 2005) to
different agencies under Engineering, Procuremedt @onstruction (EPC)
contracts for completion within two years i.e., ll\arch 2007. The present
status of the projects is shown below.

Table 2.1: Details of contemplated irrigation potial and created, original
cost, revised cost, expenditure and present status

IP
created
Potential (IP) in

IS acres

Contemplated
Irrigation

Expenditure
as of March
2016
® in crore)

Original cost
(revised cost)
® in crore)

Present status

e (as of May 2016)

83.61 Head works and
1 Gollavagu 9500 4000 (96 61) 87.79 excavation of main
) canals completed.
2| Mathadivagu 8500 6900 2040 5,50 | Completed, exceptior
(58.50) a railway crossing.
f 90.50 Head works
Neelwai 13000 1000 (137.71) 119.39 completed.
Peddavagu at 124.64 Head works in
Jagannathapui S0l v (163.78) 29 progress.
5 Ralivagu 6000 2000  33.30 (%) agop ~ Completed, exceptfor
ancillary works.

* Revised Administrative approval is yet to be acisal
(Source:Information furnished by CEADB, SEs of projects eoned and VLC data from AG (A&E))

As can be seen from above, only one out of the gragects was completed
fully (except for a railway crossing) and anothewjpct was completed except
for ancillary works. The remaining projects weret rmmmpleted due to

improper planning and delays in land acquisitiarhmission and approval of
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designs, rehabilitation and resettlement activit@saining forest clearances
etc., as discussed in the following paragraphs.

Government stated (October 2016) that 4wt of the five projects were
completed. In respect of Neelwai Project, the foshtract was terminated
(March 2011) due to slow progress and stoppage @k vy the agency.
Subsequently, the work was entrusted (December)20ldnother agency for
completion by June 2013.

2.1.6.1 Funding pattern

All selected projects reviewed by Audit were inaddunder the Accelerated
Irrigation Benefit Programme (AIBP) of the Cent@&bvernment which aimed

at completion of the irrigation projects timely uerive early benefits.

A review of original grants, supplementary grams;appropriations, total

grants and actual expenditure incurred on the pt®jghowed that an amount
of ¥224.56 crore was re-appropriated from the origmadget allocation of

%948.15 crore from 2004-05 to 2015-16, while the &&pent could not

spenk 319.01 crore, as detailed below.

Table 2.2: Details of Excess / Savings of five sééel medium irrigation

projects
gin crore)

o Supple-
Sl. e Original mental Re' appro Total S Excgss (+)
No. Grants priations | Grants Savings (-)

Grants
Gollavagu 129.40  0.00 4.26 133.66  87.79 (-)45.87
Mathadivagu 104.30 0.00 (-)12.89 91.41 58.50 ()32.91
Neelwai 260.21 295 (4293  220.23 119.39 (-1)100.84

“3 Peddavagu at
Jagannathapu  375.84 0.00 (-)166.62  209.22  95.25 (-1)113.97
Ralivagu 78.40  1.40 (-)6.38 73.42  48.00 ()25.42

- 948.1 (—)224.56 727.94 40893 | (319.01

(Source Information furnished by CEADB, SEs of projects caneel and VLC data from AG (A&E))

As can be seen from above, there were consistemgsaacross the projects.
The original grants were also reduced through mrapiations in eight out of
12 years in respect of Peddavagu at Jagannathamaéyen years in respect of
Mathadivagu and Neelwai projects and in six yeas Gollavagu and
Ralivagu projects (year-wise, project-wise detailks given inPAppendix 2.).

The Government stated (October 2016) that the hualgecations could not
be utilized in the initial years as preliminaryuss were to be tackled for
starting the works and, in the later years, duessaes in Rehabilitation and
Resettlement (R&R) and land acquisition process.

4 Mathadivagu and Ralivagu
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2.1.6.2 Assistance under AIBP

Information pertaining to Central assistance tofihe selected projects under
AIBP is given inAppendix 2.2 As per clause 6 of AIBP Guidelines of 2006,
in case State Governments failed to comply withattpeeed date of completion
i.e., four years, grants given under AIBP were ¢oconverted into Central

loans and recovered as per usual terms of recafé€lgntral Loans.

Though the Department had received financial assist oR 228.63 crore out
of ¥238.04 crore under AIBP from Government of India(Gy 2010-11, it
could complete only two projects (Mathadivagu andliggu). Three
projects, viz., Gollavagu, Neelwai and Peddavagdagiannathapur have not
yet been completed even after lapse of 11 years. eMpenditure incurred
(March 2016), when compared to revised adminisiadpprovals, was 90.87,
86.69 and 58.1per centrespectively. It was further observed that thereewe
shortfalls in utilization of funds released unddBR in respect of Gollavagu
(X 2.24 crore) and Peddavagu at Jagannath&plir.$3 crore).

Thus, despite receiving 96.@%r cent ofassistance under AIBP, the objective
of the projects to create IP of 52000 acres wasachteved as only IP of
13900 acres has been created so far. Since northeofrojects were
completed within four years as contemplated und&PA the possibility of
conversion of grants to loans as per the cl#igdecannot be ruled out.

The Engineer in Chief (Irrigation) stated (Febru2fi6) that the shortfall in
utilization was due to obstruction from farmersdlawners, problems in land
acquisition and slow progress of works.

2.1.7 Planning

Planning a MI project involves checking water aafaility and estimating the
location and extent of land to be irrigated. As Peblic Works Department
(PWD) Code, it starts with the preparation of aliprmary investigation
report wherein the feasibility of the project isecked. If the project is found
to be feasible, a Detailed Project Report (DPR}oishe prepared by the
Department. The DPR forms the blue print for exiecuof the project.

2.1.7.1 Non-compliance with CWC guidelines

As per Section 3.8.6 of Central Water CommissioW(X) Guidelines on
preparation of Detailed Project Report (DPR), alality of water and
proposed gross utilization under the project, bteragé and water quality
should be considered while preparing DPR. Rivewftlischarge particulars
for a minimum period of 10 years should be congidewhile calculating
water availability.

5 Active or live storage is the portion of the resér that can be used for flood control,
power production, navigation and downstream release
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It was observed that the river flow discharge okestions were not made at
the proposed dam sites while preparing DPRs inespf four projects
Instead, rainfall-run off relationsHipearlier derived for the Kaddam Profect
was adopted to work out the dependable yield okdhprojects. While
according clearance, based on the above DPRs, CAiGuggested (June and
November 2006) that flood studies used in the debig reviewed by using
flood data and catchment rainfall at proposed dié®s.s It had also suggested
establishing gauging stations at the proposed d#&es ®r this purpose in
Gollavagu and Ralivagu projects. However, neitth@od studies used for
designing of the projects were reviewed nor gaugiagjons were established
at proposed dam sites as recommended by CWC. elraltsence of flood
studies at the proposed dam site, as suggesteldeb@WC, audit could not
verify the scientific basis for calculating the degable yield.

It was also observed that execution of works wasusted (March 2005) to
agencies prior to clearance of the projects by Q\M@De 2006).

The Government stated (October 2016) that it wais feasible to set up
individual gauging stations at all proposed site$/#h projects were scattered.
Kaddam relationship was taken as only Kaddam projes the nearest
available project with previous historical datadafcharges etc.

The reply was not acceptable since rainfall-run@fationship arrived at
earlier for Kaddam might not be applicable in cadeMI projects as
dependable yield calculations could vary from marmedium projects.
Further, the Department did not review flood stadis suggested by CWC.

2.1.7.2 ldentification of area to be covered

According to Paragraph 391 of PWD code, if it ixided that a complete
investigation be undertaken for a project, repgtans and estimates should
be prepared with full details; IP should be deéhjtfixed by the Department;
main and minor channels and distributaries shoaldligned and concurrence
of farmers for inclusion of their lands in IP iretform of written statements or
agreements by the Revenue Divisional Officer shdaldaken. Audit scrutiny
showed the following:

* |IP to be created in each of the villages, as piestrin PWD code, was
not contemplated in the DPRs in any of the projebthe agreementslso
did not prescribe village-wise IP to be createmstdad, IP to be developed
in mandals was stipulated. As per agreements, ¢inéracting agencies

6 Gollavagu, Mathadivagu, Neelwai and Ralivagu

7 Rainfall-runoff relationship depends on the dymaimteraction between rain intensity, soil
infiltration and surface storage. Runoff occurs mdneer rain intensity exceeds infiltration
capacity of the soil. This is useful in preparat@dPRs

8 Kaddam is a major irrigation project in erstwhildilabad district

9 Except in agreements of Mathadivagu and Peddavadagannathapur projects, wherein
village-wise IP was prescribed in agreements
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were to prepare command survey plans marking @fidgr the command
area and fix alignments. Thus, the contractingnages had the flexibility
of creating IP in villages, as the Department hatlfixed the area at the
time of preparation of DPRs.

Further, even in case of Mathadivagu, where vilagge IP was
prescribed in agreements and project was compledations from IP
stipulated in agreement were observed as detadkavb

(i) According to the agreement, IP of 766 and 489 saevas to be
developed in Boraj and Sirisanna villages, respelsti However,
no IP was created in these villages. The det&il® to be created as
per agreement, IP created and proposed to be Zedalvith the
Revenue Department are showmppendix 2.3

(i) Further, IP proposed to be localiz&ih six villages! was less than
the IP stipulated to be created as per agreenteriour villages?, IP
created was higher than the IP stipulated in tmeeagent.

(i) Moreover, IP of 977.06 acres was proposed to baliled in five
villages® under Mathadivagu, though these were not stipdili@¢he
agreement.

Government replied (October 2016) that actual abdity of IP in

different villages could only be ascertained aftant inspection (joint
azmoish with Revenue Department, which was conventiontdken up
after execution of canal system. It would not basible to ascertain
village-wise command area with the Revenue Depantraethe planning
stage.

The reply was not acceptable as the target IP wdsetdefined in the
planning stage itself as per the PWD code.

Concurrence of farmers in the form of written stagats / agreements was
not available on records. Not taking the stakefisldnto confidence
resulted in deletion of 1220 out of 6000 acres alivRgu project in May
2012, consequent to objections from land owners tduerbanization of
Mancherial town in the vicinity of the project.

Government replied (October 2016) that the commamea proposed in
Mancherial was still under cultivation and had get been urbanized at
the time of entrustment of work. However, auditusay showed that

10

11

12

13

Localization is the term used for gazette nadtfien of IP after joint inspection by the
Irrigation and Revenue Department

(i) Jamidi, E.Swargaon, Bandal Nagapur, Ghotkuiilages of Thamsi Mandal;
(i) Bhimsari and Jamdapur of Adilabad Mandal (Bages)

Mallapur, Waddadi, Khapparala of Thamsi Mandal &handa — T villages of Adilabad
Mandal (4 villages)

Tharoda (358.87 acres), Dimma (359.15 acres)zpou(161.76 acres), Pochera (97.28
acres) under Adilabad Mandal, One village Nipp®3.41 acres) in Thamsi Mandal

Page 17



Audit Report (Economic Sector) for the year endedidh 2016

permission to conversion of land use for residénparposes from
agricultural purposes was given in 1995 itself hg tGovernment and
Mancherial was a class | urban area as per Cert¥lis thuch before the
project was taken up in 2005.

2.1.7.3 Planning for construction of head regulators withou canals

In two projects (Peddavagu at Jagannathapur andhadatagu), the
Department had planned for construction of reguavathout corresponding
canals leading to unfruitful expenditure apart fromon-creation of IP for
which the regulators were planned.

(i) Regulator on left flank in Peddavagu at Jagannathap The work of
construction of Peddavagu at Jagannathapur wassgedr(March 2005) to an
agency forZ118.90 crore. The scope of work as per agreemmehtided
construction of head sluices / regulators for dagft and Right Flank canals.
However, only Right Flank (RF) canal, to serve Bnof 15000 acres, was
contemplated and included in the scope of agreenteaning out the Left
Flank (LF) Canal. Audit scrutiny showed that thbuge Left Flank canal was
neither contemplated nor included in the scope led agreement, the
Department went ahead with construction (Septenf®t4) of the LF
regulator at a cost &30.91 lakh. However, corresponding LF canal was no
taken up rendering the expenditure on LF regulatdruitful.

Government replied (October 2016) that surveys wmmg taken up and
proposals were being formulated for LF canal fotRwof 500 acres.

However, the reply was silent on not taking up L&ha along with the
project, leading to farmers being deprived of ber@#f500 acres IP and idling
of the LF regulator for more than two years. Thias also indicative of
inadequate planning.

(i) Regulator for right flank canal in Mathadivagu: The work of

construction of Mathadivagu was entrusted to amegdor ¥37.80 crore.

The DPR as well as the agreement contemplated tafléefk canal and
corresponding regulator. There was no proposatifit canal system either
in DPR or in agreement.

Subsequently, based on representation receivedtfrerpublic representative
(August 2005) for construction of Right Flank (REanal to create an
additional IP of 1200 acres, the Department consttla Right Flank (RF)
regulator to release water into the right canalMethadivagu at a cost of
¥28.92 lakh (September 2009). However, no canalosastructed even after
seven years of completion of RF regulator, resglimunfruitful expenditure

of ¥28.92 lakh, besides non-achievement of IP of 12f@sa It was also
indicative of lack of planning by the Department.
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Government replied (October 2016) that tendersRiércanal had since been
invited for creating additional IP of 1200 acres.

The reply was silent about delay in execution afataven after seven years
of completion of RF head regulator.

Further, audit scrutiny also showed that the Depant had clarified (July
2005) in a public discussion that construction Bfdanal was not feasible due
to non-existence of IP on right side and preseffiteree local streams.

2.1.8 Execution of the Projects

The agencies selected for execution under theraystre to carry out Survey
and Investigation (S&I), submit designs, prepargéneges and execute the
works. Audit observed delays in / improper S&liates, leading to delays
in commencement of works, as discussed in subségaesgraphs.

2.1.8.1 Survey and Investigation

The executing agencies were to finalize alignmiamigl acquisition and forest
clearance proposals on completion of S&l activitie®\s per agreement
conditiong?, the agency had to prepare land plan schedules lamd
acquisition proposals (private land, governmentlJdorest land, etc), based
on S&l. Audit observed delay in S&l and deficiesxileading to delay in
completion as mentioned in subsequent paragraphs.

(i) Delay in completion of S&I activitiesThe stipulated time for completion
of S&l activities in four Projects as per agreemesats six months - three
months for head works and main canal and anothe¥etimonths for
distributary network. In the case of Mathadivagwojéxt, the time stipulated
was three months.

Audit observed that in none of the projects, S&livdites were completed
within the time stipulated in the agreement. Thkags in completion of S&lI
activities ranged from six months (Mathadivagull@years (remaining four
projects). In fact, S&l activities relating to fliilechannels have not been
completed till date (October 2016) in any of thejects except Mathadivagu.
The details are given iAppendix 2.4 Inordinate delays in completion of S&l
activities commensurate with milestones prescribetie agreements resulted
in delay in commencement of works and consequedalyslen completion of
projects.

Government stated (October 2016) that S&I was agoioig activity which
was being taken up concurrently along with execytespecially in the canal
system.

1 Clause 3.8 of Scope of Services — Survey and tigag®n (Appendix Sl)
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The reply of the Government was not acceptabld@sagencies had failed to
adhere to the milestones prescribed in the rey@eagjreements.

(i) Non-submission of S&l reports The agencies were to submit S&l
Reports® to the Department on completion of the S&I activithey were also
required to prepare estimates as per basic proggameters, based on S&l.

Audit observed that S&I reports were not on receven for the components
for which S&l activities were completed, except féollavagu and Neelwai
projects. In the absence of S&l reports, there wasassurance that S&l
activities were conducted by agencies in accordamitk the norms and
requirements of the Department.

The Government stated (October 2016) that thouglorte might not have
been prepared in standard format, approval of &tres, alignment etc., were
based on S&l data.

The reply, however, was silent on non-submissiothefS&l Reports by the
agencies, as per the requirement of the agreements.

(iif) Delay in submission of proposals for acquigh of forest land As per
the agreement, the agency for Peddavagu at Jagapuoathad to prepare land
plan schedules and land acquisition proposalsydag forest land etc., based
on S&l by September 2005.

However, the agency reported (March 2007), 18 nemfiter due date, that
forest lands were required for execution of cartakm 18.50 to Km 21.00.
The delay on the part of the executing agency teddlay in initiation of
process of obtaining forest clearances. Final farlesrances have not yet been
obtained (May 2016). This led to delay in executioh main canal and
consequent delay in completion of the project.

(iv) Defective S&l leading to deletion of [PPreparation of village-wise
ayacut® register was a part of S&I activity as per agreetiieof Ralivagu
project.

It was, however, observed that Mancherial villaggected for creation of IP
under Ralivagu project had become urbanized andah® was not noticed by
the agency during S&l activities. The Departmeasvinformed (June 2010)
that the command area proposed in Mancherial @liags near the Mancherial
municipality and that approval for layouts incluglinouse sites had been given
by Municipal Administration and Urban Developmenegdartment (1995)
before entrustment of work (March 2005). No otleexd was made available
for development of command area. Consequently,e@Gwnent had to delete

15 Clauses 1.3, 2.4 of Scope of Services — Surveyramstigation (Appendix Sl)
16| ocal term for command area
7 Clause 3.5 of Scope of Services — Survey and tigagmn (Appendix Sl)
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(May 2012) the distributary and field channels unitlédrom the scope of the
agreement with a cost reductiord#6.14 lakh.

Due to defective S&l, the Department had allowesl dlgency to execute the
original irrigation infrastructure facilities i.etgservoir and canal systems for
irrigating 4500 acres, instead of 3280 acres thatewactually available,
leading to execution of main canal with higher Hege.

Government stated (October 2016) that though theantand area was
reduced, the infrastructure created could be usegbod monsoon years for
supplementing drinking water and recharging of gtbwater.

The reply was not acceptable as no separate machdrad been established
for providing drinking water facilities, as mentmuh in paragraph 2.1.9.2.
Moreover, the main canal also could not serve thasge ground water as it
was a lined canal through which water would notpkate down.

(v) Delay in execution of canal work due to imprapsoil investigation It
was also observed that soil investigation, whiamid part of S&I, was not
properly carried out by the agencies in Gollavageelwai and Peddavagu at
Jagannathapur projects. During execution of linofignain canals of these
projects, the executing agencies, however, inforthedDepartment (October
2013 to April 2014) that the canal banks were @tigpnto the canal at certain
places due to poor nature of soils and lining afatg& would not stand in these
reaches.

The first executing agency of Neelwai Project, whtonducted S&l for main
canal, did not inform the Department about nonadulity of soils.
Subsequently, the second agency, to whom the abamock was awarded,
noticed (October 2013) slippage of canal banks itite canals during
execution and suggested for construction of guitteugh walls at a cost of
¥55.29 crore. Similarly, agencies executing Goliavaand Peddavagu at
Jagannathapur projects also informed (November 200B April 2014) the
Department about the issue only during executidmemwthe concrete lining
executed was found to be slipping into the can&l. Gollavagu project,
construction of RCC trough for the damaged pori@s proposed with a cost
of ¥0.87 crore. The contracting agency of Peddavaglagannathapur had
submitted a proposal for alternative methods witboat of%22.54 crore.
These proposals are yet to be approved by Governiikay 2016).

Thus, improper S&l by the agencies and delay iralibation of the
alternatives suggested by the Department has eesultdelay in execution of
canal works and completion of projects.

The Government replied (October 2016) that cenggological anomalies in
isolated patches would only be exposed during di@tiand it was not
feasible to conduct sub-soil exploration at minetesl due to cost constraints.
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Moreover, the cost of repairs of damaged portiors whae liability of
contractor.

The reply was not acceptable as the scope of wackuded survey and
investigation by the agencies including exploratioRurther, the reply was
also silent on the alternative measures to be tagen

2.1.8.2 Submission and approval of designs

As per the milestones prescribed in the agreeneeet;uting agencies were to
complete survey, detailed investigation, designd dnawings within six
months. SE/CE of the project concerned or Chigjiliger, Central Designs
Organization (CECDO) was to approve the designsngitdd by the agencies
depending upon the size and complexity of the sirac

. Information furnished by CECDO showed that the agffhad returned
several times the designs submitted by the agemtied projects for
want of information / lack of data, indicating thithe agencies were not
submitting proposals as per the standards requifé@. Department had
not included any criteria relating to experiencedesigning of projects
while empanelling the agencies for medium irrigatjrojects. Thus,
non inclusion of professional experience in designin the eligibility
criteria at the time of tendering had an advers@aich on timely
finalization of designs.

Government replied (October 2016) that it woulddiecult to prescribe
the eligibility criteria relating to designs. Hoer the nature of designs
and drawings was not uniform across the projects hence, additional
data had to be supplied to CECDO. However, lackiroformity and
requirement of additional data did not justify thbnormal delays in
finalization of designs.

. There were considerable delays in submission afjdesand drawings
to the CECDO in Mathadivagu and Peddavagu at Jadjaaour
(Appendix 2.5. In respect of Peddavagu at Jagannathapur profect
agency had not submitted nine out of 93 designsfin canal, and 182
out of 281 designs for distributaries (March 2016).

. Audit also observed that no specific timelines wprescribed for the
CECDO to approve the designs received by it. Assalt, CECDO took
two to 99 months for approval of desigi&ppendix 2.5) leading to
delay in execution.

. Considering the delays in finalization of desigri@@pvernment had
prescribed (April 2007) a procedure for approvatiesigns of structures
in EPC packages, which stipulateder alia that on receipt of design
proposals, the CE concerned had to examine thgrde$or structures
and send the same to CECDO for approval withinetiiays. The CE
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concerned was to inform CECDO the expected dateppiroval of
designs, depending on priority;

Information furnished by CECDO to audit showed tleapected date of
approval by CE and expected delay by CECDO to tke cGncernedas
prescribed by the Government, were not communic&iegot on record. This
indicated that the Government orders intended ddydinalization of designs
were not complied with, leading to continued defafinalization of designs.

2.1.8.3 Preparation of estimates by agencies

As per the basic project parameters of the agretsnéme agencies were
required to prepare estimates for head works, wemal, distributaries, CM &
CD works and submit the same to the Departmeragproval.

In none of the projects, the agencies had submdttdiled estimates to the
Department as per the terms of the contract. Hikex&ngineer, Mancherial

division (EEMCL) confirmed that the agency for Gelagu had not submitted
any detailed estimate. In respect of four outiwd projects, estimates were
prepared by the Department and not by the execaiyamcies, as prescribed
in the agreement.

The Government replied (October 2016) that the gatrio the agencies was
governed by payment schedules which were beingiledédl on percentage
basis of the contract and there was no direct effethe detailed estimate on
payment schedule.

The reply was silent on non-preparation of estimdiy the agencies in
compliance with agreement conditions.

2.1.8.4 Payment Schedules

Payments under EPC turnkey system adopted by ther@oent were to be
regulated on percentage basis relating to portainsork completed as per
payment schedules mentioned in the agreementspadyment schedule was
to be revised in the light of later information.

The Department approved several revisions of paymeamedules as detailed
below.
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Table 2.3: Revisions to payment schedules

Project S&l actually revisions to Payment Schedules
completed in revised in month/year
August 2006,
i Gollavagu NA May 2007,
February 2016
December 2006, May
74 Mathadivagu December 2005 2007, May 2008,
November 2008
January 2007 for
(a) Neelwai canals, December 2006,
(First S&Il not completed for February 2008,
3 agency) distributary, field May 2008
channels
(b) Neelwai January 2012, May
(Second Not furnished 2013, November 2013,
agency) December 2015
Peddavagu at  In progress as of May August 2007, August
Jagannathapur 2016 2013, November 2013
November 2005 for
: distributary, August 2006, June
- Ralivagu field channels not 2007, November 2007
completed

(Source:Information furnished by Superintending Enginermscernea

The Department allowed payment schedules to besedvin Neelwai and
Peddavagu at Jagannathapur even before completi@&loactivities and
without submission of detailed estimates by EP(heigs. The Department
also allowed revision of payment schedules in Mditteegu and Ralivagu
Projects, four and three times respectively, af@npletion of S&I without
detailed estimation / justification, thus givingppe for manipulation and front
loading of payments. Further, frequent revisionpayment schedules after
completion of S&lI was also indicative of imprope&ISand cost analysis by
executing agencies.

The Government replied (October 2016) that pergastafixed for major
components were not modified and further breakug @ane within such
percentages fixed for major components.

However, revision/ breaking up of payment schedulese made without any
recorded reasons/ justification.

2.1.8.5 Implementation of Rehabilitation and Resettlement

Government had introduced (April 2005) Rehabilgatiand Resettlement
(R&R) policy to address the issue of displacemeame db construction of
projects. To take up R&R, the Government was fooap an Administrator
for R&R who would conduct socio economic survewtove at the benefits to
be provided. R&R Policy defined Project Affecteainfily (PAF) as “a family
whose source of livelihood is substantially affelctby the process of
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acquisition of land for the project or practicingyatrade, occupation or
vocation continuously for a period of not less thiaree years in the affected
zone.”

Timely completion of R&R was also essential for @tho and timely
completion of the projects.

In Mathadivagu, Peddavagu at Jagannathapur andagalprojects, it was
observed that lands measuring 1182, 825 and 2@®& were acquired
within full reservoir level (FRL) from 945, 1236 &r284 land owners,
respectively. However, despite submergence of dhedd, R&R was not
taken up on the ground that no family was displdosa the villages.

Government replied (October 2016) that the villagderred to in

Mathadivagu project was not isolated due to coostrn of project and

hence R&R was not extended. The reply was notpaabke as the issue
raised in audit was about extension of R&R benedit® AFs whose land
was submerged under FRL and not whether villagese vsabmerged
leading to displacement of families. The land \waquired in respect of
three projects within FRL and PAFs were eligible fioancial assistance
under R&R benefits as per Government policy, whiegs not extended to
them.

In Neelwai project, the Department had contempla&&R for three
villages® at the DPR stage (June 2001). However, the CEédmpaested
(July 2006) appointment of Project Administrator fBR&R after 15
months of award of the work (March 2005). The Goweent took two
months to appoint R&R Administrator. Due to nomngetion of R&R
activities, the contracting agency had stopped €JAA09) the work.
Consequently, the Department had terminated (M20d1) the contract.

The Department entrusted (December 2011) the wokk gecond agency
for completion in 18 months. However, the Deparntiailed to ensure
that the R&R activities were completed even betarding the balance
work to the second agency. Consequently, due teshdting of Project

Affected Families (PAFs) from the reservoir areateasion of time

totalling 390 days was granted to second agency als

Government replied (October 2016) that the remgimork had to be
entrusted to a second agency immediately as tlyggnaliagreement was
terminated under clause 61 of PS to APEISS

18 Katepalli, Gudepalli and Gerregudem
19 Clause 61 of preliminary specifications to AndhPaadesh Detailed and Standard

Specification (APDSS) stipulates that if the exptmé incurred by the Department for
completion of the work by a second agency exceedsiat that would have been payable
to the first agency, the difference shall be paidhe first contractor to Government
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The reply was not acceptable, as the departmetgdfaio ensure
completion of R&R activities before entrustment wbrk to second
agency. Moreover, extension of time for 390 daad to be accorded to
second agency also due to non-shifting of PAFs.

2.1.8.6 Extension of Time

As per clause 24.10 of general conditions of catdgrédgeneral), reasonable
extension of time (EoT) was to be allowed by théicef competent to
sanction EoT for unavoidable delays which resuftech causes which were
beyond the control of the contractor. Further, tigcer was to permit
extension of time for additional Z2%er centover and above the actual working
period lost, if such loss of working period was ancount of written
instructions issued by the officer.

However, it was observed that on 15 occasions, evE®T was granted, the
Department added 3%er centextra time to the working period actually lost in
respect of Gollavagu (156 days), Mathadivagu (1&g} Neelwai (169 days

for first agency), Peddavagu at Jagannathapur (E88) and Ralivagu (74

days) although no written instructions were given the EEs / SEs for

stopping the work.

The Government stated (October 2016) that the exwesking period of 25
per centover and above the actual period was calculatetheyconcerned
EEs, based on the records, which reflected theressg stoppage of work at
site.

The reply was not acceptable, as additionap@5centwas to be given only
when the Engineer in Charge gave instructionsdp gte work or if there was
hindrance caused due to his written instructions;additional time was not to
be given in any other case.

In Gollavagu Project, the Department had recommerielel for two years
from 31 December 2009 to 31 December 2011 (730)dehysugh actual time
loss due to hindrance was noted as 246 days. &woms for grant of EoT for
the additional 484 days were on record.

The Government stated (October 2016) that EoT af y&ars was granted
without any financial liability to the Department.The reply was not
acceptable, as allowing EoT beyond actual time loat delayed the
completion of the projects. The reply also did take into account the
financial liability on the Department owing to peivariation with efflux of
time.
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2.1.8.7 Undue benefit to the contractors

In all the EPC contracts, as per the clarificatffdesued by the Government,
the change in cost, except due to change in basameters, was to be borne
by or was to accrue to the contractor. In caseetleere changes in basic
parameters, the modalities for effecting consequkahges in the cost were to
be worked out. It was seen that there were maliipbtances where changes
in designs proposed by the agency were approvedhbyDepartment.
However, no reductions in value of agreements wedfected, leading to
undue benefit to agencies, as discussed in thesdityy paragraphs.

() In Peddavagu at Jagannathapur project, the oligiggeement proposal
(March 2005) was for providing an anicut for a lngf 390 meters.
Accordingly, the work was awarded to a contractaggncy for a contract
value of ¥118.90 crore. The Internal Benchmark (IBM) for therk
estimated by the Department w&420.39 crore. As per this IBM, the
Department estimated the cost of anicuZ @6.69 crore. Subsequently, the
agency requested the Department for constructidaofige / falling shutters,
instead of an anicut, which was accepted by theaRe@nt without any
reduction in the agreement value. The Departmsatitnated the cost of
construction of the barrage to $62.83 crore. However, no cost adjustment
was made, though basic project parameters weregetamesulting in undue
benefit o 2.82 croré! to the agency.

Government replied (October 2016) that the savidigs to change in the
scope from anicut to barrage did not cover the cb#te road bridge over the
barrage which would be required. The total costihareased by 3.63 crore.

The reply was not tenable as the Department héebiféo reduce the cost due
to change in basic parameters from anicut to barr&grther, the Department
had also not executed the road bridge till the ddtaudit. Moreover, the
accepted revised design from anicut to barragephadsion for construction
of Road Bridge also.

(i) In the case of Ralivagu project, the agreement $tgullated design
discharge of left and right main canals at 1.48@ecg? and 0.771 cumecs,
respectively, as basic project parameters. lttevdave an IP of 6000 acres of
Khariff as per the DPR.

However, during execution, the design discharge® weduced (March 2007)
to 0.869 cumecs and 0.493 cumecs, respectivelyileBly, the lengths were
also decreased from six km to 5.3 km in respedefdfmain canal and from
five km to 4.2 km in case of right main canal. wias observed that these

20 Government Memo No0.34843/Reforms/2006, dated 7 208

21 X 65.69 crore ¥62.83 crore) X (100 - 1.2449)/100; 1.2449 beinglerdiscount as per
agreement

22 Cubic meter per second
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changes were initially adopted in the designs stibchby the agency though
not stipulated in the agreement. Further, the #3 wlso changed as 4500
acres Khariff and 1500 acres Rabi in the agreenvamen compared to 6000
acres of Khariff as per DPR, for reasons not oronetc This was again
reduced to 3280 acres Khariff due to urbanizatiolMancherial as mentioned
in earlier paragraphs.

However, no cost adjustment was done for reduciiomlesign discharge,
which was a basic project parameter as per the sidefined (May 2008) by
the Government.

Government replied (October 2016) that the disads@nd lengths of canals
shown in basic parameters were only a projectiod eould be assessed
accurately only after detailed survey and invesioga

The reply was not acceptable as it was in conwést the clarification of the
Government which had defined basic project pararsm¢kéay 2008).

(i) The work of construction of Mathadivagu was engdsio an agency for
% 37.80 crore. The work included construction ofidde on a distributary for
crossing National Highway (NH). As per agreemeanditiong?, all the
crossings of canal system in respect of NH, Staghways, R&B Roads and
Panchayat Raj Roads were to be provided with deithidges as per the
standards of the respective Departments and ah@@ermissions granted by
them. The costs of the bridges were deemed to heee included in the
contract price quoted and no claim whatsoever aowt of the condition
were to be entertained.

However, the bridge on the distributary was cormséd by National Highway
Authority of India (NHAI). Despite this, the Deparent did not recover the
cost of the bridge (assessed 8R.55 lakh in May 2008) from the agency.

The Government replied (October 2016) that recoveay not affected as the
provision for NH was excluded from the Internal Bemark (IBM).

The reply was not acceptable as the agreementlaadycstipulated that the
bid value was to include cost of the bridges onidwal Highways too. 1BM
value was to be used only for internal assessmeiheo Department and
tender evaluation. The bidders had quoted thegteprbased on the tender
conditions, as per which the costs of the bridgedNational Highways were
deemed to have been included in the contract guoted by the bidders.

(iv) As per the bid documents of Gollavagu project, litiglers were advised
to quote taking into account that the works of¢heal systems were likely to
have several crossings in respect of National Haysaetc., and costs of those

23 Clause 21.0 Appendix — OS, “System requirementdscamditions” in Volume | part D”
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crossings were to be included in the bid. The seomglition was included in
the agreemefit concluded with the contractor 63.60 crore.

Scrutiny of records showed that though the Departmiead included
construction of crossings in the agreements by dfgency, the NHAI
constructed the crossing for which the Departmapodited? 2.25 croré®.
The State Level Standing Committee (SLSC) had recended (September
2015) to the Government deletion of constructionNéf crossing from the
scope of the work. Accordingly, the Department loeieted NH crossing
from the scope of agreement. However, it redubedcbst of agreement by
%14.90 lakh only, instead &f2.25 crore deposited to NHAI.

Government replied (October 2016) that NHAI wouldt have allowed the
agency to take up the work. Further, the scoperagsing as per agreement
was only for a double lane bridge and hence theager provision made in
the IBM was recovered from the agency.

The reply was not tenable as the agreement didnsoition the number of
lanes on the bridge. Since the works were enuluste turnkey basis, the
Department should have recovered.25 crore from the agency, which was
paid by it to NHAI.

2.1.8.8 Avoidable expenditure

As per 61 of PS to APDSS, when possession of wark sate is taken by
Government, the portion of the work not completgdcbntractor is to be
completed by the Government through another agahtye risk and expense
of the contractor until whole of the work is conple by other agency.

In Neelwai Project, the first executing agency keapped the work after June
2009. As no work was done in spite of giving EqY to March 2011, the
contract was terminated (March 2011) by the Depamtnas per clause 61 of
PS to APDSS. The remaining work was entrusted €Béer 2011) to
another agency. The second agency had informedrcfM2012) the
Department that bund in gorge portion from 1212erseto 1325 meters, from
1600 meters to 1625 meters and from 3960 metedd® meters, stated to
have been completed by the first agency, was raitadle on ground. Since,
these reaches were outside the scope of the segmeement, the agency
requested for extra amount for completion of thesmig portion. This was
accepted by the Department and a supplementargragre for 79.70 lakh
was concluded (December 2015) with the second ggenc

The Government replied (October 2016) that the obsepair of damaged
portion for the length of 125 meters would be resred from the first agency
as the first agreement was terminated under clausé PS to APSS.

24 Clause 21.0 Appendix - OS
25 September 2008%one crore; March 2011%1.25 crore
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However, the Department had not initiated any actmrecover the amount
from the first agency till the date of audit.

2.1.9 Completion and Maintenance

All the five projects were targeted to be completgthin two years. Audit
observations on completion of projects, achievenwnitrigation potential,
accrual of benefit contemplated, maintenance ofeptasystem and drinking
water facilities are discussed in the succeedimggraphs.

2.1.9.1 Achievement of Irrigation Potential

Out of the five projects, two projects viz., Mathadyju and Ralivagu were
completed. IP contemplated and IP created inelected projects are shown
below:

Table 2.4: Details of Irrigation potential contemated
as per DPR and created

(in acres)
Gollavagu 9500 4000
Mathadivagu 8500 6900
Neelwai 13000 1000
Peddavagu at Jagannathapur 15000 0
Ralivagu 6000 2000

# Target was revised to 3280 acres Khariff and 1&£@s Rabi due to urbanization around
Mancherial town

(Source: Information furnished by Executive Engineers ofpeesive projects and Chief Engineer
(Projects), Adilabad during Entry Conference)

* As may be seen from the table, while Mathadivagyeget was completed
in full to yield intended IP, except for a railwayossing to be completed
by Railways department, Peddavagu at Jagannatitglid, not yield even
partial benefits due to non-completion of head sofkhe remaining three
projects achieved partial IP ranging between pé6cent(Neelwai) and
42 per cent(Gollavagu) of the targeted IP.

* In DPR of Mathadivagu 18.978 m.cu.m of water waseased as the
requirement for irrigation for 8500 acres. Agaitiss, only 6900 acres of
IP was created due to non-construction of a raileragsing at the time of
audit. On a proportionate basis, irrigating 696ea would require 15.40
m.cu.m per annum Information furnished by Executive Engineer,
Adilabad division (EEADB) for the past four yearsosved that water
releases in all the years were less than the piopate requirement for
6900 acres as shown below:
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Table 2.5: Water releases during last four yearstin
Mathadivagu for 6900 acres

T 0o 013 | 2014 2015

. Releases for irrigation (in m.cu.n 573 3.21 5.78 4.03
(Requirement — 15.40 m.cu.m)
IP that can be served (in acres) 2566 1438 2589 1805

(Source: Information furnished by Executive Enginé@mivision, Adilabad)

While the IP created as of 2011 was only 6900apartment had proposed
(January 2014) localization of IP of 8750.01 acr&® joint inspection with
Revenue Departmentdint Azmoish was, however, conducted. Without
localization andJoint Azmoishactual coverage of land under command ¢irea
could not be confirmed.

Government replied (October 2016) that created #3 wot related to the
actual IP irrigated. Quantity of water releasediedh from year to year.
Further, the crop in the command area was cottan, which water
requirement was less, compared to groundnut andypatich were proposed
in the DPR. It also stated thidint Azmoislwith Revenue Department would
be taken up after execution of canal system.

The reply was not acceptable since, as per the DR Department had
proposed Jowar, Groundnut and Cotton and not Paddy.

2.1.9.2 Drinking water facilities

The DPRs of the projects also provided for drinkiveger facilities to villages
en route Establishment of drinking water facilities wagmtioned as one of
the objectives in the Administrative Approvals. eThumber of beneficiaries
envisaged under the Projects are given below:

Table 2.6: Details of persons to be benefited wdtinking water facilities

Gollavagu 18650
Mathadivagu 12500
Neelwai 16000
Peddavagu at Jagannathapur 9750
Ralivagu 9550

(Source Administrative Approvals of projects concerned)

Basic project parameters of respective agreemeltarch 2005) also
stipulated provision of drinking water to villagen route, by providing
sluices at appropriate places as per requiremémtall the DPRs, drinking
water needs were specifically taken into accowMater was to be supplied
through Rural Water Supply (RWS) Department inlraraas.
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However, there was no record to show that the I&CBBpartment was
providing drinking water to villageen route by itself or through any
arrangement/  memorandum of understanding (MoU) madidn RWS
Department.

Government replied (October 2016) that no sepasytgem was being
provided for drinking water and that it was to lag&en in conjunction with
irrigation.

The reply confirmed that drinking water faciliti@gere not created, though
contemplated as one of the objectives.

2.1.9.3 Maintenance of project systems

As per the agreements, the agency was to be rabfifer maintenance of
the project for two years or two Khariff seasonsicliever was later, after
completion of work.

In Mathadivagu and Ralivagu projects, the worksenmympleted to an extent
of 96.49per cent(July 2011) and 92.06er cent(July 2009), respectively.
However, it was observed that agreements for Mathgd and Ralivagu

projects were not extended after August 2011 ahd2D09, respectively. The
Department had neither taken over the projectsnfaintenance nor had
entrusted the same to any agency.

In reply, EEADB stated (March 2016) that the agerttyd taken up

Operations and Maintenance (O&M) works before nettout water to the

distributaries every year. Water regulation andrapon were being done by
the agency though agreements were not in forcthélast five years.

The reply was not acceptable as the agencies vatreontractually liable for
the maintenance of canal system as the agreemeanmts mot in force after
August 2011. Further, O&M was a continuous agtjuiot to be taken up just
before letting out water into the distributaries.

2.1.9.4 Non-utilization of building constructed at dam site

In Mathadivagu project, the Department had constdidDecember 2011)
quarters, section office with store room, flood tohroom and Water User
Association (WUA) meeting hall at a cost ¥86.76 lakh through the EPC
agency. However, it was seen that the infrastredad not been utilized till
date as shown in the photograph below:
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The Executive Engineer, Adilabad stated (April 20ttt the WUA meeting
hall would be utilized whenever meetings would lmnducted and flood
monitoring would be done during flood operations rmonsoon period.
However, as confirmed by the EE, no WUA was fornfagril 2016) and

there were no field officials to whom staff quast@ould be allotted or who
would use the flood control room.

This indicated that the Department had createdastrfucture wortl¥ 36.76
lakh without ascertaining actual requirement.

2.1.10 Conclusion

Projects were planned without properly taking iakmcount water availability
and planning village-wise irrigation potential. Sy and investigation
activities were deficient and delayed. Submissibdesigns by the agencies
was deficient and delayed. There were also delayspproval of designs.
R&R activities were taken up with delay leadingytant of extensions of time
to agencies. Payment schedules were repeatedlgectwvithout adequate
justification on record. There were instances afferring undue benefits to
the agencies with changes in basic parameters omgwof agencies’
liabilities by the Department. Drinking water fates, as envisaged, were
not provided in any of the projects. LocalizatiwhlP created was yet to be
completed. Only Mathadivagu project, out of thes fsample projects was
completed and it was serving full IP as intendextcépting for IP of 1600
acres not created due to non-completion of railwagssing); Ralivagu
project, though completed except for ancillary wackuld only serve 3280
acres against 6000 acres contemplated. The caortgtru of remaining
projects was in progress even after 11 years.

2.1.11 Recommendations

»  Tenders should include specifications regarding exignce in major
activities like survey, investigation and designingf projects in
addition to experience in executing civil works.

»  Department may consider completing R&R activitiesftre taking
up execution of the project works.
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»  Department may consider prescribing specific tinmels for approval
of designs to facilitate completion of projects it time schedules.

» Department may consider putting in place a mechanisfor
achieving the objective of drinking water facilitealong with the
creation of irrigation facilities.

» Joint exercises with Revenue Department may be caned within
specific time schedules to arrive at actual IP cted.
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Chapter - IlI

Compliance Audit

Industries and Commerce Department

3.1 Development of Textile and Apparel Parks
3.1.1 Introduction

As part of implementation of government policieens were formulated to
establish Textile and Apparel Parks starting frod®3:96. The objective of
setting up of these parks was to increase textlgo®s and to generate
employment opportunities in handloom and textilet@e The agencies
chosen to implement them were the Directorate afiditeoms and Textiles
(DHT), Telangana State Industrial Infrastructure rg@oation Limited
(TSIIC) and private parties. Currently there aighesuch Parks in the State
as detailed inAppendix 3.1 Out of the eight Parks, two Parks received
assistance from Government of India (Gol) under3lceeme for Integrated
Textile Parks (SITP) three Parks under Textile Centre Infrastructure
Development Scheme (TCIDS) and one Park underc@ritinfrastructure
Balancing Scheme (CIB)

Audit reviewed four Parks, two developed by privadéeties with Government
support (Handloom Park, Pochampally and Whitegotddrated Spintex Park
Private Limited (WISPL)), one under TSIIC (Appatfekport Park (AEP),
Gundlapochampally) and one under DHT (Textile Paskicilla). The
Handloom Park, Pochampally and WISPL received Gsdistance under
SITP, AEP Gundlapochampally under CIB and TextisekP Siricilla under
TCIDS. The funds allotted, released and experglitucurred on these parks
are detailed il\ppendix 3.2

Records maintained at the Offices of the Assistaimectors of the Parks
developed by DHT, Zonal Managers of the concernedez in case of the
Parks developed by TSIIC and at the Offices of gheate developer were
reviewed (May-June 2016) to ascertain the reas@mnt delay and non-
achievement of targets. Significant audit findiags discussed below:

1 Andhra Pradesh Industrial Investment Corporationited (APIIC) before bifurcation.

2 SITP was launched in July 2005 to create newléefarks of international standards at
potential growth centres. Under the scheme Gol atiggy way of grant or equity will be
limited to 40per centof the project cost subject to a ceilingkef0 crore for Parks

3 Critical Infrastructure Balancing Scheme is forsiatance from Gol for providing
appropriate infrastructure for the development grovth of exports



Audit Report (Economic Sector) for the year endedidh 2016

Audit findings
3.1.2 Preparation of faulty Detailed Project Reports

Detailed Project Reports (DPR) were prepared tdempnt the Textile and
Apparel Parks, which envisaged creation of commofrastructure and
common facilities in the Parks. Out of the fouojpcts reviewed, DPRs of
two projects were not prepared properly as disclbstow:

In Textile Park, Siricilla, the extent of land earked for setting up of units in
the Park, as proposed in the DPR, could not meetdémands of the

entrepreneurs. Thus, the areas identified forbéskament of infrastructure

facilities like cotton processing and sizing untexturizing unit and common

facility centre were sold out to entrepreneursyileg@no area for development
of the above stated facilities. Further, though BPPR had recognised the
problem of water scarcity, an unreliable source wishtified to meet the

requirements. The source dried up, leaving th& Baable to meet the water
requirement. Due to non-availability of water, @#esing units were not
established and though Common Effluent TreatmemntP{CETP) was

constructed, it could not be used. Had a reliad&er source been identified
and secured, the situation could have been avoided.

In case of Handloom Park, Pochampally, the DPRaihjtsubmitted in April
2006 was revised in May 2008, increasing the totglay from3 18.49 crore
to ¥34.00 crore mainly to improve the common facilitissich as effluent
collection and treatment system, testing equipmetd, As per both the
DPRs, 2000 looms were to be installed, whereas $00ywere installed. The
DPR overestimated the international demand fgonéslucts and the increased
outlay did not serve its purpose.

3.1.3 Delay in completion of the project

Audit observed significant time overruns in comiaetof the Parks ranging
from seven months to 151 months, as detailedbipendix 3.3

Two projects viz., Textile Park, Siricilla (with @elay of 151 months) and
WISPL (with a delay of seven months) have not bemnpleted (July 2016),
even though they were proposed to be completed égember 2003 and
December 2015, respectively.

In respect of AEP Gundlapochampally and Handloork,PRochampally,
there were delays of 60 and 42 months, respectivelgompletion of the
Parks. The delays were attributed to revision d?RB, problems in
acquisition of land and delay in conversion of laise.
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3.1.4 Cost overrun

Out of the four Parks reviewed, in case of two Baskgnificant cost overruns
were observed.

In Textile Park, Siricilla, it was observed thaetla was increase in the cost of
the components such as power supply, water supplyreernal road network.
The cost overrun was4.22 crore, as the Department incurred an expeneditu
of ¥5.86 crore (July 2016) on the above three compesnagainst the
originally approved cost o¥1.64 crore. Further, the park has not been
completed even after incurring expenditur& 8f88 crore (July 2016), against
the original outlay of 7.73 crore.

In Handloom Park, Pochampally, there was an ovearaikase in the project
cost by?1.04 crore (actual cost &f35.04 crore against the approved cost of
%34.00 crore).

The reasons for cost and time overrun are discussledv:

3.1.5 Non-provision of utilities

As per Textile and Apparel Promotion Policy of 20@5ate Government was
to give necessary assistance in providing powetemand other utilities to the
Integrated Textile Parks developed by the Privadi€s. The Government
was also responsible for providing the same wdditto the Parks being
developed either by DHT or by TSIIC. Once the simit the Parks became
functional, the developers were required to mamthae utilities by collecting
service and user charges from unit holders in thek?as per the SITP
guidelines. TSIIC was also to collect user chafge® the units in the Parks
developed by it.

Audit observed that the provision of utilities wdsficient in three Parks.
Textile Park at Siricilla did not have water supplyd WISPL had no water
supply and connectivity with external roads. In AERundlapochampally,
water supply was stopped (October 2010) as uniteoswvere not paying user
charges. The Park-wise details are given below:

3.1.5.1 Textile Park, Siricilla

As per the progress report of the Textile Parkiatifa as on 30 June 2016,
water supply and storm water drains were not cotegle Construction of
common facilities like processing, sizing and wagpunits, creche, medical
centre and security quarters were not yet starfdte peak water requirement
in Siricilla Park was estimated to be 1.25 lakhayad /day in the DPR. Till
the year 2010, the water requirement was met fraanavt river at Rallapet at

a cost oR 97.63 lakh ¥40.85 lakh was reimbursed under TCIDS). However,
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the supply of water was stopped afterwards, puepitytdue to depletion of
groundwater levels and damage to pipelines carnyiaigr to the Park. Audit
also observed that from April 2011 to November 20id expenditure was
incurred by the Park Administration for providingater to the units. The
Assistant Director (Handlooms and Textiles), Karagar, who was also the
Park Administrator, had requested (February 20a43&nction ok 2.75 crore
for drawing water from Lower Manair Dam at Ragudw &two crore was
sanctioned (August 2014) by State Government ferpthrpose. A contract
was entered into (September 2015) with Kaveri Iiffrajects Private Limited
for construction of the pipeline at a cost¥#.61 crore with a stipulation to
complete the work within six months. However, therkv has not been
completed (July 2016). Meanwhile, the units wereeting their needs by
getting water through private tankers.

3.1.5.2 Whitegold Integrated Spintex Park Private Limited,
Ibrahimpatnam

Whitegold Integrated Spintex Park Private Limitetlirequested (November
2011) the Government for external road connectiviy National/ State
Highway. The Government acceptedhe request and proposed the road
connectivity at a cost oRtwo crore. Subsequently, TSIIC requested
(November 2013) Roads and Buildings (R&B) Departimenexamine the
feasibility of developing a service road of HydexdbMetropolitan Water
Supply and Sewerage Board (HMWSSB), instead ofettisting R&B roads
and Panchayat Raj roads connecting the area t&tdte Highway. R&B
Department had informed that the road pertained P@nchayat Raj
Department. The matter is still pending (August@0

Similarly, water supply was to be provided to thekPby HMWSSB as per
Government instructions. However, the same waspnotided to the Park
(August 2016). Thus the Park had no reliable exieroad connectivity and
source of water supply.

3.1.5.3 Apparel Export Park, Gundlapochampally

As per DPR, the establishment of AEP, Gundlapocl@dmpvas to be

completed by December 2003. However, the worksirg) to approach road,
internal roads, side drains and street lights weerapleted during the period
from March 2004 to March 2010. More importantlyater supply and

common effluent pipe line from the Park to main eesge was completed in
March 2008 and the common waste water treatment plas established only
in March 2009. All these led to considerable dglsycompletion of the Park.

4 G.0.Ms. No. 162 of Industries and Commerce (Tesp@tment dated 30 November 2012.
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As per the agreement between HMWSSB and TSIICyriatewater supply
was being provided by HMWSSB using the distributsystem developed by
TSIC. TSIIC had been paying the bills for units the Park upto 2005,
irrespective of whether the amount was actuallyectéd or not. The TSIIC
had failed to collect the dues from the unit ownkeosn the beginning and
stopped payment of dues to HMWSSB. Subsequentifemsupply was
stopped by HMWSSB due to non-payment of dues tdithe ofR 35.27 lakh
in October 2010.

The TSIIC — Industrial Area Local Authority (IALAhad informed (October
2010) unit holders to make independent arrangefioentater supply. TSIIC
had intimated HMWSSB (November 2010) of disconttraraof water supply
made to AEP, Gundlapochampally. The water supalylze renewed only if
entrepreneurs approached the HMWSSB or TSIIC emtenéo a fresh
agreement with HMWSSB. However, no agreement wgsed and the units
were deprived of reliable water supply.

3.1.6 Non-achievement of objectives

Audit observed substantial shortfalls in achieveimeh the objectives of
increase in export sales and employment generation.

Shortfall in export sales ranged from 94.8 to @0 cent There were no
export sales in respect of Textile Park, Siricidlad WISPL against the targets
of ¥10 crore an&® 650 crore per annum, respectively. In HandloonkPar
Pochampally, the export sales we¥d.53 crore (upto 2015-16) against
targeted¥17.50 crore per annum. AEP, Gundlapochampallyedtahat
information relating to export sales was not awddaand no targets were
mentioned in the DPR.

While the shortfall in establishment of units wasthe range of zero to 100
per cent,jt ranged from 81 to 10Per centin employment generation.

* No units have been established in WISPL so farultieg in non-
generation of any employment till date against peggl employment for
5000 persons.

* Handloom Park Pochampally, developed as a single was to install
2000 looms (cotton looms: 1495; silk looms: 505pasposed in the DPR.
However, 500 looms (cotton looms: 425 and silk Isom5) could be
installed (July 2016), and out of these, only 1600 looms could be
operated on an average per month due to inadegumkeng capital and
other allied reasons. This resulted in generabibemployment for only
300 to 350 persons on an average per month aghmsxpected direct
employment of 5050 and indirect employment of 3pé6sons. It was also
observed that the Park had been incurring lossesng from< 0.44 crore
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to ¥4.73 crore since its inception (2009-10 to 2014-46) was being
sustained mainly through grants received from thé G

* In AEP, Gundlapochampally, against 58 units contated, only 56 units
were established, thereby generating employmenbiidy 2500 persons
against the proposed 55350.

* In Textile Park, Siricilla, out of 192 units promukto be established, only
114 units were completed and functioning as of AQl§6. Against the
proposed generation of employment for 6600 perstmes, Park could
generate employment for 1250 only.

3.1.7 Non-availability of financial assistance from Govenment of
India

As mentioned in preceding Para 3.1.1, out of foank® Gol did not release
full assistance to Textile Park, Siricilla due telal/ in completion of work as
discussed below.

The Gol share wa&4.11 crore out of the approved project outlayk @73
crore. However, due to the slow progress of thek Rand also due to
discontinuation of TCIDS scheme, the GOI stoppediitancial support to the
Park from September 2011 after releasi@gB3 crore towards development of
common facilities like common processing unit, migunit, sectional/ beam
warping unit, etc on reimbursement basis. Thusddy@artment lost the Gol
assistance to an extent ¥f..04 crore and this affected the construction of
storm water drainage in the Park, for which an amaif 3 0.24 crore had
been committed by Government of India.

3.1.8 Idling of infrastructure created

In the Textile Park Siricilla, the Common Effluehteatment Plant (CETP)
established in 2006 at a costxf.04 crore was not functional due to water
problem. The last trial run of the CETP was conelddn September 2008
and has been lying idle since then. Due to watarctty, even further trial
runs had not been conducted, and as a result inaapossible to ascertain
whether the CETP facility was in working condition.

Similarly, in AEP Gundlapochampally, the Common Weéad/ater Treatment
Plant (CWWTP) has not been functioning in the Painke November 2011 as
the unit holders, responsible for running the plamre unable to form an
association or collect charges for running it. aAesult, the sewage water has
been flowing through open spaces, thereby caustigtion. No permission
or clearance from Pollution Control Board was aindl
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3.1.9 Allotment of plots to non-textile/ apparel units in Apparel
Export Park at Gundlapochampally

As per the terms of sale deeds, each allottee evasd the land for setting up
of factory for readymade garments only and no sire¢ building other than
factory building was to be put up without prior méssion from TSIIC.
Change in the line of manufacturing activity was ke approved by the
Corporation.

A total of 126 plots were sold to 58 investors & 8p apparel units. It was
observed from the Joint Inspection Report on AERdoated by the officials
of DHT and TSIIC (April and May 2016) that out dfet 58 units, 45 had
commenced production and, out of these 45 unitsyrts were not involved
in manufacturing of garments. Though 16 units baen approved by TSIIC
to change their line of activity, the remaining aits had changed their line
of activity without the approval of TSIIC. As G%r centof the total units
belonged to non-textile/ apparel manufacturers,Rhgk had not achieved its
intended purpose of being an apparel hub.

There was no mechanism in TSIIC to ensure that itond of sale deeds
were being adhered to. Audit observed that there meaclarity in the sale
deeds as to the course of action to be taken ieuwaet of change in the line of
activity by the developers without the approval&IC.

The Zonal Manager replied (August 2016) that naticad been issued to the
units for changing their line of activity withoutipr approval.

3.1.10 Financial impact on Government exchequer in termsfo
acquisition of land, incentives received under Stat
Industrial Policy

The acquisition of land for these Parks followeffiedent procedures, based on
the implementing agency and the scheme, if anyemunchich they were
covered.

. In case of Parks developed under DHT, the landheasy provided by
the District Administration

. As per the SITP guidelines, in case of Parks d@esloby private
parties, the entity developing the Park was to pm®dhe land. The
State Government was to assist in identificatiod arocurement of
suitable land.

. The objectives of establishment of the Park inaudweation of
common infrastructure for pre-weaving operationshsas warping,
sizing and yarn processing, design developmenttextde processing.
Processing unit is required for removing impuritiesm the woven
fabric in its loom state and for further treatméatdevelop its full
textile potential.
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For Textile Park at Siricilla, DHT had requisiti@hgFebruary 2002) the
District Collector for 75 to 100 acres in Siricilkand was allotted (May 2003)
60 acres of land. All the plots demarcated welettad to weaving units,

leaving no space for setting up cotton sizing ayelrey units, processing units
and common facility centre. Additional 15 acresreveeleased (October
2004) to the Park on further requisition by DHT (AR004) for extension of

the Park. It was noticed by the Department (JWl§12 that only 11 acres
were available against 15 acres allotted. Eveer diite years (June 2016),
survey to finalise the 15 acres had not been talenAudit observed that in

the absence of Common Facilities Centre and prowessits, the project was
not fully functional and could not achieve its imied objective.

* Whitegold Integrated Spintex Park Private Limite@dhpurchased
(February 2012) 135 acres in Ibrahimpatnam froml@SIAs per the sale
deed, the plot was situated in an industrial PaHowever, as per the
Draft Metropolitan Development Plan 2031 of HydedkMetropolitan
Development Authority (HMDA), the land was classtfias ‘Residential,
Public, Semi-public and utilities’. Due to thidfdrence in classification,
the layout approval from HMDA for the Park was ob&a only in
December 2015 after payiddL.07 crore to the Authority for the same as
development and processing charges. This deldee@dtablishment of
the Park by seven months (upto July 2016), whit¢temtise was to be
completed by December 2015.

* Inrespect of Handloom Park Pochampally and AEPdzpochampally,
Audit observed that there were no issues relatiniand. The land was
acquired by the developers themselves.

Due to the delayed acquisition of additional laadTextile Park, Siricilla and
delayed re-classification of land in respect of WALSthe expenditure so far
incurred by the State Governmefit(04 crore) and GoR(4.34 crore) could
not yield expected results.

3.1.11 Conclusion

The establishment of handloom and textile parks wssded to increase
employment and export of handlooms and textilesreTtvere delays ranging
from seven to 151 months in establishment of pduksto non-completion of
utilities.  Functioning of parks was hampered duwe rton-provision of
amenities and utilities. Further, units changeeitHine of activity without
approval of competent authority. This resulted non-achievement of
objectives of parks as envisaged.
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Agriculture and Co-operation Department

3.2 Implementation of Crop Loan Waiver Scheme
3.2.1 Introduction

Government of Telangana had introduced (August PCkrép Loan Waiver
Scheme (Scheme) to alleviate the hardship of the farmdme to their
indebtedness. The scheme covered short term pioducan$ and crop loans
against gold, disbursed by lending institutibtetsfarmers. Each farmer family
was eligible for waiver of crop loan amount whichasvdisbursed and
outstanding as of 31 March 2014 together with a@pple interest on
outstanding loan up to 31 August 2014 Zwne lakh per farmer famfty
whichever was lower. The expenditure under themsehwas estimated to be
17000 crore to be released in four installment&4#50 crore each. Out of
these, two installments &4250 crore an& 4086 crore were released in
September 2014 and July/August 2015.

The scheme was implemented by the Department oficéigure and
Cooperation. The Department functions under thmaiaidtrative control of
the Principal Secretary, who is assisted by theedr of Agriculture,
Additional and Joint Directors of Agriculture (JDA) the Directorate and one
Joint Director for each district other than Hydexdb

Audit of the implementation of the scheme was talgeno assess whether the
beneficiaries selected were eligible for the waiged implementation of the

scheme was as per the scheme guidelines. A teskdf records pertaining

to the periods 2014-15 and 2015-16 relating tosttteeme in offices of three

out of nine JDAs viz., Mahabubnagar, Nalgonda aratafvgal, and Office of

Director of Agriculture were scrutinised during Mayuly 2016

3.2.2 Budget releases and Expenditure

Details of release of funds and expenditure incufoe implementation of the
scheme during 2014-15 and 2015-16 in the Statasafellows:

Table 3.1: Budget releases and Expenditure

®in crore)
Unspent amounts Number of
EXPENAIL | refunded as per UC
2014 15 4250 4040 171.32
35,29,944

2015 16 4086 4040 Not available

(Source:Budget figures of 2014-15 and 2015-16, Socio Ecoan&urvey 2016 and records of the department)

5 G. O. Rt. No. 69 Agriculture and Cooperation (Adili Department dated 13 August 2014

6 A loan given in connection with the raising of psowhich is to be repaid within 18
months

7 Includes scheduled commercial banks, cooperatieglitcinstitutions (including urban
cooperative banks) and regional rural banks

8 Defined as head of family, spouse and dependédidreh
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In the sampled districts, JDAs had relea®8809.23 crore to banks of which
an amount oR 3441.68 crore was utilised for implementation ohesoe
during 2014-15 and 2015-16. The position of redemsd utilisation of funds
in the test-checked districts were as under:

Table 3.2: Budget release and utilisation of funds

®in crore)

Unspent amount
District remitted into Number of
Year Releases| Expenditure o
Government beneficiaries
account as per UCH{

2014-15 681.46 673.91 7.55
Mahabubnaga 5,98,990
2015-16 673.91 671.75 2.15

2014-15 633.61 587.86 45.89
Nalgonda - 4,96,629
2015-16 587.86 587.86 Not available
2014-15 472.24 460.15 12.06
WWETETE] - 4,03,856
2015-16 460.15 460.15 Not available
Tow | | o023 seares | | 149947

(Source:Records of the Department)

Audit findings
3.2.3 Improper verification of beneficiaries

The stages of beneficiary identification are giuethe chart below:

They were compared to arrive at Annexure C (listlgfible farmers who had outstanding crop loan tog
with agriculture gold loan limited to a maximum extef I one lakh). Annexures A, B and C were tojpe

Each bank branch prepares Annexure A (list of cramdd and Annexure B (list of agricultural gold loa
sent to Lead District Manager (LDM) and District Cotlar.

different bank branches were compared in each marthMandal Tahsildars checked the land recor
eliminate fake beneficiaries. Co-operation Departmeas also to cross-verify Annexures A, B, an C
pertaining to Primary Agricultural Cooperative Szigs and District Co-operative Central Banks. Afftés,
final Annexure D (list of farmers with loans from rtiple banks) was shared with bank branches at m
level

At Joint Mandal Level Bankers’ Committee (JMLBC) rtieg, Annexures C containing beneficiaries of
dal

was to be exhibited village-wise and social audit w@se conducted by a team of Mandal Pari
Development Officer, Tahsildar, Assistant Registran/®ivisional Level Cooperative Officer and Bran

Each bank prepared initial Annexure E based on Ameeguand the common Annexure D. This Anne
ad
Manager.

list) was to be prepared and displayed at each mf beanches after authentication. It was also tsdg to

After social audit and taking into considerationeations raised, final Annexure E (village-wise beciafy
the LDM and the District Collector.

farmerwise to State Level Bankers’ Committee (SLBC). SLBE&s to intimate Bank wise, Branch wige

District Level Bankers’ Committee convened by LDM tsdistrict details of loan waivers bank-wise ghd
farmers’ eligible amounts to the Government in Anmexgl.
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For release of amount, all the banks consolidaisttiat-wise and village-
wise claims from lists prepared by District Levebhrikers’ Committees
(DLBC) and submitted claims to the Government. Tdraounts were
reimbursed to the banks by Directorate of Agriadtthrough Joint Director
of Agriculture.

For release of scheme funds, all banks designatedia branch of each bank
in the district and informed the details like namiethe branch, account
number (nodal bank account number), to which the lwaiver amount was to
be credited, etc., to JDA and LDM. The process wmabe completed by
30 September 2014.

Audit observed that the date for completion of firecess was extended
multiple times and supplementary claims were altbvibased on decisions
taken by DLBC/SLBC. This continued till June 2015em the JDAs were
finally instructed by Government to stop the paytaen

This showed that the verification of beneficianess not done in time despite
the mandatory verification process at differentlevas there were additions/
deletions in final Annexure E.

3.2.3.1 Verification of beneficiaries under ‘farmer family’ norm without
Aadhar

As per scheme guidelines, verification of benefiem by the bank branches,
elimination of duplicate/multiple financing and msting the benefit of loan
waiver toZ one lakh to a farmer family was to be done at male@l. For
detecting multiple claims by farmers, Aadhar numlmdr each of the
beneficiaries was to be recorded in the prescriitexures containing list of
beneficiaries.

It was observed that, Aadhar numbers were not decbrin the list of
beneficiaries (Annexure E) pertaining to six bawks, SBI, APGVB, HDFC
Bank, Andhra Bank, Axis Bank and ICICI Bank in te@mpled districts in
more than 9%per centof the cases.

Agriculture Department had no mechanism to enwatthe amounts released
were going to the eligible farmers as it was neflaed in the verification
process at any stage i.e., preparation of list lajibée beneficiaries’,
verification of Annexures A to E and participationsocial audit The Chief
Secretary to Government and Secretary (Institutiéin@ance), in a meeting
(June 2015) with the District Collectors, had asduthat a software package
would be developed at the Centre for Good Govemdonc updating the
Aadhar numbers and other details such as voteschahk accounts, etc., for
integrating the data.ln the absence of Aadhar card details, Audit cowdd
verify whether beneficiaries had availed the beéad¢fom multiple sources.
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Government stated (November 2016) that the scheaseimplemented in a
short span of time. Further, mentioning of Aadhamber in the Annexures
was not mandatory as few farmers had Aadhar cards.

However, 95per centof the population of Telangana had Aadhar cards
(December 2014). Further Department had itselégieed mentioning the
Aadhar card number in Annexures A to E.

3.2.3.2 Non conducting of Social Audit

After consolidating the loan details of farmer fammembers, who had taken
loans from more than one bank branch (comparingefuare C and D), each
bank was to prepare Annexure E. Annexure E was tbebe exhibited
village-wise and social audit was to be conductgdabteam consisting of
MPDO, Tahsildar, Branch Manager or his represargathfter conducting
social audit and settlement of all objections bamge the final list of farmers
was to be prepared in Annexure E (final). Thisnhglavith the farmer-wise
amounts eligible for waiver, was to be displayedlbbank branches after due
authentication and sent to the LDM and the Disttiotlector.

In the sampled districts, documents relating todomting of social audit,
verification and elimination of duplicate/multipfenancing of beneficiaries
were not made available to Audit.

Government stated (November 2016) that for sociditahe data was sent to
villages in Annexure E by the banks. After conthgtof social audit, final
village-wise Annexure E was prepared by bank bras@nd sent to LDM and
District Collectors.

However, no document to support the reply was &lved, during audit or
even at the time of reply.

3.2.3.3 Waiver of loan pertaining to beneficiaries of otherdistrict
branches

In order to avoid the risk of excess loan waiverbeneficiaries who had

borrowed funds from multiple mandals, Governmert blarified (September

2014) that each lending bank should send villageeveneficiary lists for

social audit to other mandals where the benefesawere holding agriculture

land. This was to be taken into consideration evpieparing Annexure-E.

Audit observed that the village-wise beneficiast lvas not furnished by the
banks situated in other mandals. The verificaporcess was not conducted
due to the non-availability of details relating lemns taken by the villagers
from other mandals. In the three districts testcged, HDFC Bank, Axis
Bank and ICICI Bank included beneficiaries who laadiled of crop loans on
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their agricultural land from the bank branches tiieo mandals in other
districts.

The details of accounts and amount waived off (J20@6) in three banks
were as follows.

Table 3.3: Details of beneficiaries whose loan anmbuvas waived off
pertaining to other mandals in sampled districts

®in lakh)
- No. of beneficiaries Total amount
Name of bank pertaining to other waived off in two

districts installments
245 117.62
23 10.01
51 25.50
13 6.50
11 5.50
19 6.33

(Source Records of test checked banks)

LDMs in the selected districts stated that manghefbanks had not submitted
the lists to them for such cross verification. Thikarly showed that
Annexures E were prepared without proper verifaratiand Government
instructions were not followed.

Government stated (November 2016) that the RBI rlemdoved the service
area approach and the banks could now lend to farmieother mandals.
However, the title deed book was taken by the bahke sanctioning the

loan, due to which farmers could not avail of Idaom other banks. For
social audit purpose, the farmers belonging to saitk@ge in the mandal,

covered by the banks within the mandal were coversder JMLBC. But

there were very few cases as pointed out by th& aterein the bankers had
issued crop loans to farmers of other mandals kingatheir land title pass
book in the custody of the bank, so that farmensiccmot avail crop loan/
other loan from other banks.

However, Government reply was silent on non veatfan of loans taken by
the beneficiaries who availed crop loans in mudtiphandals on their
agriculture lands. In the absence of beneficianfication, the possibility of
waiver of crop loan in excess of prescribed limft Tone lakh to the
beneficiary could not be ruled out.

Page 47



Audit Report (Economic Sector) for the year endecidh 2016

Deficiencies in utilisation of funds

3.2.4 Scheme implementation by Banks

3.2.4.1 Waiver of crop loan to ineligible beneficiaries

The beneficiary unit, as per the scheme guidelines, to be a farmer family
consisting of the head of the family, spouse argkddent children.

A test-check of list of beneficiaries showed thainks had extended the
benefit of loan waiver(2.75 crore) to 455 Rythu Mitra Groups/Rythu Mitra
Sangams (RMGs) by splitting the group accounts ihi®%9 individual
accounts, though this was against the scheme guedelThe details are
furnished in the table below:

Table 3.4: Details of loan waiver to Rythu Mitra Gups
Rythu Mitra Sangams

(Xin crore)
BT e
Name of Bank
Groups beneficiaries off
o7 o7 0.32
32 32 0.5
84 84 036
District Cooperative
17 34 0.11
2 20 0.07
166 611 156
16 17 0.04

* in test-checked Devarakadra Branch, Mahabubnagaiad only

(Source Records of test checked banks)

Further, as seen from the table, while some bameledetd an entire group as a
single beneficiary, others treated each group memba separate beneficiary.

Government stated (November 2016) that the indalidoan requirement
prepared by the convener of the group was subntittéde bank for sanction
of crop loans. Based on the crop loan sanctionedyewr benefit has been
extended to the farmers under RMG.

The reply of the Government was not tenable singeper the scheme
guidelines, crop loan waiver was to be given oolyfarmer families as units.
In cases where loans were waived off taking growgss individual
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beneficiaries, the possibility of farmer familiesceiving inadmissible excess
benefits could not be ruled out.

3.2.4.2 Discrepancies in release of funds

Audit observed that the scheme guidelines werefallmwed while releasing
the amounts, as discussed below:

* For the release of amounts to banks towards fistaiment, SLBC was to
furnish final Annexure E as received from all thBNls to the Director,
Agriculture. However, the data furnished by SLB@swnot as prescribed
in scheme guidelines i.e., it did not have listlmnk-wise branch-wise’
beneficiaries. Instead, it contained ‘mandal-viiaek branch-wise’ list of
beneficiaries or ‘had different formats’.

» It was seen that while the Director had sanctiahedotal amount to each
JDA, list of beneficiaries was not communicatednglavith the sanction.
There was no mechanism for JDAs to verify whethss ttilisation
certificates (UCs) furnished by banks correspordedisbursements made
to actual eligible beneficiaries.

» The JDA was required to release the payment to bearkches through the
nodal bank in his mandal as per the Annexure Eivedefrom the
Director, Agriculture. However, the JDA releasé tpayment on the
basis of a bank-wise statement of amounts recédreed District Collector
in violation of the scheme guidelines.

These discrepancies caused differences betweerarttwaints claimed by
banks and amounts made available to JDAs for rele&snal releases were
not in line with the initial lists prepared due improper beneficiary
verification.  Audit test-checked the documentsatia to claims and
disbursements in shout of 25 banks in Warangal district and obseriresl

following deviations:

Initially, based on decisions taken in DLB@istrict Collector had
communicated (September 2014) to JDA that claimsthw®240.11 crore
were to be waived off in these six banks. AccagtinJDA release& 243.38
crore to these banks, though finally loans wa@f27.62 crore were waived
off till April 2015. However, as per the data maaailable to Director of
Agriculture by SLBC for first instalment (producea Audit in July 2016), the
amount of claims received w&229.82 crore. No explanation was furnished
to Audit regarding the discrepancy. As the list ifneficiaries were not
available with the Department, Audit could not ffeneasons for discrepancy
in release of funds.

9 AP Grameena Vikas Bank, HDFC Bank, ICICI Bank, jgbrNational Bank, State Bank of
India and Warangal District Co-operative CentrahBa
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As the list of supplementary claims was not furagshAudit could not verify
whether these were included in the list communatady SLBC to the
Director, Agriculture. Further, neither the list obeneficiaries for
supplementary claims nor the final list of benelfi®@s, to whose accounts the
amounts were credited under the scheme, was alaviath the JDAs.

Government stated (November 2016) that there wasajor deviation from
guidelines in furnishing of beneficiaries’ dataAnnexures-A to E by SLBC.
The list of beneficiaries, bank branch-wise, wasppred by banks and was
available with bank branches, District Collectot§§M and mandal level
team. The Department released the actual amougtamimentioned in the
Annexures of bank branches.

However, JDAs did not maintain list of beneficiaidbecause of which no
verification could be done by the Department.

3.2.4.3 Discrepancies in amounts waived off

Under the scheme, loan waiver was applicable toothtstanding crop loan
and gold loan as on 3darch 2014, along with the interest upto 31 August
2014. Government clarifiéd that penal charges including penal interest,
inspection charges, etc. would not be covered utitkerscheme. The only
amount eligible for waiver other than the loan antowas the premium paid
for crop insurance and notice charges. In the &aingistricts, the UCs
furnished by nodal banks showed the total eligdsteunt of claims, together
with/without interest amount calculated upto 31 Asiy2014, ag 7529.63
crorett

* Audit observed from UCs furnished by banks in thee¢ test-checked
districts that in 26 out of 35 banks, interestrolad upto 31 August 2014
was in excess when computed at sguencentper annurf’. On the total
outstanding claim 0¥ 5229.33 crore as of March 2014, interest claimed
was¥ 336.50 crore, instead of the permissiblEs2.52 crore. Thus, there
was excess claim of interest to the exten€ 83.98 crore. The banks
confirmed that they had utilised the amount to waif the loans which
had higher interest rates on account of non-repayrkloans and had
included other charges like inspection chargeshim adutstanding loan
amount. Though the banks had undertaken to reffoemdxcess amount,
neither the banks had refunded the amount on thir nor did the JDAs
take any action for the recovery of the excess amnotiinterest charged
by the banks.

10 In Inter-departmental Committee Meeting dated PO84 and errata issued by
Agricultural and Cooperation Department dated 2084

11 Mahabubnagar districE 2778.64 crore, Nalgonda distri&2739.06 crore and Warangal
district:¥ 2011.93 crore

2 Interest on crop loans
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* It was observed in the test checked districts fibnat to 13 banks did not
claim interest upto 31 August 2014 on the outstagdoan of32268.28
crore as on 31 March 2014 though the scheme gnetelstipulated that
the eligible amount of waiver included interestaufii August 2014. Due
to non-inclusion of the interest amount, the eligifarmers were deprived
of the benefit of interest waiver to the exten®®6.16 crore, as detailed
below:

Table 3.5: Details of non-claiming of interest amotiby banks

& in crore)
Eligible
amount
excluding
interest

Interest amount
up to 31.08.2014
not included

Number of banks in
District which discrepancy

was noticed

Mahabubnaga 13 out of 29 808.10 23.57
Nalgonda 8 out of 25 1084.07 31.62
Warangal 4 out of 25 376.11 10.97

Total _ 2268.28 66.16

(Source Utilisation Certificates furnished by banks)

The differences in implementation of the schemeth®y banks showed that
instructions regarding waiver were not clearly caummated.

Government stated (November 2016) that instructiwase issued to all the
controllers of bank branches through SLBC aboutitterest calculation on
outstanding crop loans.

However, in both the cases, the Department toolactmn to recover the
excess amount waived off or ensure that the baagés received their dues.

3.2.4.4 Delay in remittance of unspent balances to JDAs

Utilisation certificates were to be submitted by thke bank branches to the
JDAs within 30 days from the date of receipt of thmount from the
Government. Unutilised amount, if any, was to émitted to the Government
accounts within 30 days of release by the Goverthmen

Audit observed in the sampled districts that theitlised amounts were
refunded by banks to the bank accounts of JDAsctlye instead of
Government account. Further, the details/reasonsefminds were also not
furnished to JDA.

Audit also observed delay in remitting the amounts. Nalgonda district,
there were delays ranging from 101 days to 233 daysfund of unutilised
amount by banks to JDA concerned. Banks statdcthieadelay was mainly
due to non-finalisation of list of eligible benefices and delay in
reconciliation of amounts by banks.
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Government accepted the delay in refunding theilisad amounts by banks
to JDASs.

3.2.4.5 Retention of unspent balances for which utilisatiorcertificates
were submitted

In Mahabubnagar district, out of the total releasgount oR 1355.37 crore,
banks had furnished UCs fé&¥1343.62 crore and remitted the unspent
balances to JDA.

However, in nodal bank accounts of Andhra Bank Bistrict Co-operative
Central BankZ61.98 lakh had been lying in the designated bamkuats?
though UCs were furnished including this amount‘l@sing credited to
beneficiary accounts’. The details were as follows

Table 3.6: Details of amounts retained by the banks
without waived off
R in lakh)

Andhra Bank 03501110000116° 8.61
District Co-operative Central Bank 068905000514 53.37

(Source Utilisation Certificates furnished by banks)

Three out of eight test-checked bank branchesralsinecR 28.83 lakh even
after furnishing of UCs, without surrendering tmecaunts to their nodal bank.

Table 3.7: Details of amounts not surrendered by thanks
® in lakh)

Name of bank branch Amount retained

SIEICH LT oIl g Ve T ETe VABISMIVEL Bl gl | 62372058659 26.52
State Bank of Hyderabad, Devarakadra 62372119716 2.06
State Bank of India, Bijinepally 34244638341 0.25

(Source Utilisation Certificates furnished by banks)

Audit observed that nodal branches not only fatledeconcile the released
amounts with the amounts credited to beneficiaraaount by their bank
branches, they also retained amounts without rielgithem to Government
Account. The Department also failed to detect ithesUCs were not verified
by them.

Government stated (November 2016) that books obwatds of the banks
relating to crop loan waiver scheme would be addibyy Co-operation

13 For the receipt of scheme funds from treasuryuthoJDA and release of funds out of the
received funds to their bank branches for crediting beneficiaries’ loan accounts
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Department in respect of co-operative banks andigipaudit as per Reserve
Bank of India (RBI) norms would be taken up in espof scheduled banks.

3.2.4.6 Delay in furnishing of utilisation certificates to JDAs

In the sampled districts, none of the nodal banksi$hed the UCs for the
utilised amount within 30 days and there were detayging from 137 to 266
days.

The delay in furnishing of UCs was mainly due toniiimalisation of

beneficiaries and the amounts retained by banks$iowit crediting to

beneficiaries’ loan account. Banks did not furrish of beneficiaries whose
accounts were credited, along with UCs.

In Nalgonda and Warangal districts, nodal banksmditifurnish UCs for the
second instalment even after lapse of 10 monthschwimdicated that the
initial verification of the beneficiaries was nairee properly.

Government stated (November 2016) that there wisy die sending UCs by
banks to JDAs as the reconciliation of accounts famther verification of
beneficiaries had taken much time for bankers.

3.2.5 Scheme implementation by Agriculture Department
3.2.5.1 Delay in remittance of unspent balances by JDAs

As per the Government instructions, unspent amowate to be remitted into
Government account within 30 days of release ofifun

The banks had remitted the funds into accounts DASJ] instead of
Government account. There were delays ranging fi@®% to 249 days in
remittance of unspent amounts¥6$7.65 crore into Government account by
JDAs after the stipulated time of 30 days fromriglease of funds.

The delayed remittance of unutilised funds into &awment account by JDAs
was due to delayed refund of unutilised amountdéyks. The JDAs also
waited for banks to remit the entire unutilised amo instead of remitting
partial amounts as soon as they were receivecliligtelaying the process.

Government stated (November 2016) that the JDAsasidd the bankers to
refund the unutilised amounts pertaining to theeguh
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3.2.5.2 Unauthorised operation of bank accounts by JDAs founspent
amount refunded by banks

Out of the total amount & 3509.23 cror¥ released to banks, the unspent
amount oR 117.66 crore was refunded by banks to JDAs, insbéaemitting
the amounts directly to Government account. An @amof I40 lakh was
also credited to bank accounts of Nalgonda and WgataJDAs towards
accrued interest on scheme funds. As the amousts keleased on the basis
of claims, banks should have furnished reasonsewlilunding the amount.
However, no reasons were furnished by the bankkewdfiunding.

Further, instead of remitting the unspent amouateived into Government
account, JDAs irregularly opened bank accounts pawked the unspent
amounts. JDAs, Warangal and Nalgonda opened sawagk accounts and
JDA Mahabubnagar opened a current account. Ouf 1df7.66 crore
refunded 67.65 crore was remitted into Government accounibgs and
an amount oR45.67 crore were again released by JDAs to nodakbéor
waiving off subsequent claims in three sample @distr leaving a balance of
%4.34 crore in the JDAs accounts of Warangal anddiada, though this was
not permissible.

It was observed that JDA, Nizamabad had utili&d70 lakh out of the
accrued interest on the unspent balances availaldaving bank account for
implementation of other schemes, instead of remgttit to Government
account.

Government stated that JDAs had to open a bankuatdor depositing the
unutilised amounts received from banks through demdrafts/ cheques.
JDAs remitted the unspent amount to Governmentuattcafter releasing the
amounts for supplementary claims by banks.

However, no instructions had been officially isswlbwing JDAs to open
bank accounts. The amounts were to be remittédet@overnment account.
The reply was also silent on unauthorised experaliftcurred from the funds
in these accounts

3.2.5.3 Delay in furnishing of Utilisation Certificates by JDAs for the
utilised amount

There were delays ranging from 185 to 229 daysiinishing of UCs. JDAs
Nalgonda and Warangal did not furnish UCs for theosd instalment due to
non-receipt of UCs from nodal banks even afterdaps 10 months which
indicated lack of monitoring.

Government accepted the delay in furnishing the C3DAs.

¥ First and subsequent releases for initial andplsmpentary claims. This is the gross
amount released and not the net amount
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3.2.6 Conclusion

The implementation of Crop Loan Waiver Scheme enT#langana State to
alleviate the hardship of the farmers due to thedebtedness through waiver
of outstanding agricultural loans was not achievallly. Proper verification
of eligible beneficiaries in accordance with scheguédelines was not done.
There was no coordination between various agenciegolved in
implementation of scheme. There were discrepanoietaiming of interest
amounts by banks on outstanding crop loans. Wdplme banks charged
higher rate of interest on outstanding crop loassme banks did not claim
interest thereby depriving the benefit of loan waito farmers. There was
delay in remittance of unspent amounts into Govemtnaccount and in
furnishing of utilisation certificates. The depaegntal officers in some cases
parked the unspent amounts received from banksthoaredly in separate
bank accounts and in one case part of interestivedewas utilized for
implementation of other schemes.
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Transport, Roads and Buildings Department

3.3  Telangana Road Sector Project

3.3.1 Telangana Road Network

The Roads and Buildings Department, Telangana tsagutisdiction over
National Highways (NHs) - 2592 Km, State Highwaysl aviajor District
Roads (MDR) - 11211 Km, Rural Roads - 9014 Km, &ore Road
Network!® (CRN) - 4020 Km, totalling 26837 Km. In the coméd State of
Andhra Pradesh, CRN was managed and maintainetleby\ndhra Pradesh
Road Development Corporation (APRDC). After that&tof Telangana was
formed in June 2014, it is being managed and maiedaby the Roads and
Buildings Department of Telangana.

In order to reduce the growing funding gap in readtor, a Loan Agreement
(January 2010) was entered into between InterratioBank for
Reconstruction and Development (IBRD) and Goverrin@dnindia (Gol).
After bifurcation, the loan was divided and a sepaiProject Agreement was
concluded between IBRD and Government of Telangamday 2015), fixing
Telangana’s loan at 66.5 Million USD, including exgliture incurred on the
project during the period before bifurcation. Aer phe original agreement,
the project was to be completed by June 2015. r Aifarcation of State into
Andhra Pradesh and Telangana, it was reschedulddy®017.

3.3.2 Project Components

As per the terms of loan agreement, the project pcmed (a) Road
Improvement component, (b) Public Private PartriprdPPP) facilitation

support component, (c) Institutional Strengthentognponent and (d) Road
Safety component.

3.3.3 Implementing agencies

The Roads and Buildings Department, Telangana (D)REas entrusted with

the overall responsibility for implementati§rof the project. Audit of the

implementation of the Project was conducted to réaicewhether the Project
components were effectively implemented in a timehanner and the

objective of providing better quality, higher cajpp@and safe roads to users in
a sustainable manner through enhanced instituti@aplacity had been

achieved.

15 The roads with high traffic and strategic impade selected from the State Highways and
Major District Roads

% In the combined State of Andhra Pradesh, the RaadsBuildings Department of Andhra
Pradesh assisted by APRDC was the implementingcggen
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Audit examined the project records since incepfigamuary 2010) to March
2016 at Roads and Buildings Department, Telangagad#uarters Officé
and seven field Divisiort& during the period from January to February 2016
and during June to July 2016. Six out of 11 Lomgr Performance Based
Maintenance Contracts (LTPBMC) works and all upgtemh packages were
selected for test check.

Audit findings

3.3.4 Road Improvement Component

The component comprised upgradation of 125 km wmiripy state highways
and maintenance of 1717 km of the CRN under Long-feerformance based
Maintenance Contracts.

3.3.4.1 Upgradation packages

APRDC had engaged a consultant (2007) for feasibdiudy, design and
detailed engineering of 2000 km of state roadseBas the recommendations
of the consultant, Andhra Pradesh Road Developnt@orporation had
identified Kandi — Shadnagar (KS-05) road and yagit Peddapalli (JP-06)
road for upgradation under the project.

() Kandi — Shadnagar RoadThe Kandi — Shadnagar (KS-05) road provides
connectivity between NH 7 and NH 9. The road stattKandi on NH 9 and
passes through Shankarpalli, Chevella and endsadrfagar on NH 7. The
upgradation work was awarded to a contractor inust@012 at a contract
value 0f%163.03 crore for completion by March 2015. Thetomas later
revised (September 2015)3d92.31 crore due to the proposal for four laning
of the road stretch from 12.540 km to 35.050 km.

The observations on this up-gradation work areudised below:

* Granting of extension of Time without delay damagesAs per the
agreement, the work was stipulated for completign Nbarch 2015.
Extension of Time (EoT) for the work was given (flar2015) upto 30
September 2015, based on the request of the ctortradhe consultant
appointed for supervising the work recommended E@xaver 2015)
termination of the contract, owing to dismal prage The Department
accordingly requested (December 2015, April 2016viay 2016) the
Government to terminate the contract and entrust & new contractor so
as to utilize the loan amount before closure ofdageeement with IBRD

7 Engineer-in-Chief (R&B), Roads, CRN & Joint MD, RPC, Hyderabad
8 EE, R&B Divisions at Bodhan, Hyderabad, Jagtia)wakruthy, Nirmal, Sangareddy and
Wanaparthy
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(May 2017). Government, however, instead of teating the contract,
decided (June 2016) to grant EoT up to May 2017hout levying
damages on the condition that the contractor wdutdish additional
performance security @10 crore.

Audit observed that granting of EoT on furnishind additional
performance security was not governed by the contrAs per clause 8.7
of the agreement, delay damages upto a maximund pef centof final
contract price had to be levied for non-completioh work within
stipulated time. Despite continued slow progréss,Department had not
levied delay damages &19.23 crore while extending the completion
time. This resulted in extension of undue bertefthe contractor.

* Changes in the scope of work at the fag end of loatzlosure period:
During execution, the Government accorded appr¢vay 2015) for
modification of the existing proposal of upgradatitom double lane
between Kandi — Chevella to four-lane from Shanédirgo Chevella
deleting the stretch from Kandi to Shankarpalli @&mdrusted the work to
the existing contractor.

It was observed that though the contractor had shatwn interest in
completing the original work and the consultantivadl as the Department
had recommended termination of the contract duslde progress, the
additional work of four-laning was also awarded t@er 2015) to the
same contractor with additional scope wortR 20.28 crore at the fag end
of the loan closure period. During the extendedopleupto September
2015, the contractor completed only gér centof the original scope of
work. Despite dismal progress, awarding the aolalati work to the same
contractor was injudicious. The contractor’'s werkgress till July 2016
was only 3%er centinclusive of additional work.

(i) Jagityal — Peddapalli Road The work of Jagityal- Peddapalli road
(JP-06) for a length of 58.750 Km was awarded toratractor in March 2010
for¥64.01 crore and the work was completed in Decen#dr3.

The observations on this upgradation work areusised below:

» Irregular Issue of Taken Over Certificates: The Department had issued
Taken Over Certificates (TOC) for the Sections as gause 10.1 of the
agreement. The date of TOC of Section | comprisSig860 Km was
5 July 2013. Similarly, the date of TOC of Sectibwomprising 27.390
Km was 31 December 2013.
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However, some components were still pending formetion when TOCs
were issued. This included works woRkt.01 crore for Section | and
%1.89 crore for Section Il. Details are giverAppendix 3.4.

While granting TOC for Section |, the departmend hastructed the
contractor to complete the balance works by Octd@3. However,
these works remained unattended even though TOGecfion-II was
issued. It may be mentioned here that the comgulé@pointed for
monitoring the work had issued many notices tocttr@ractor to complete
the works. Though the Department extended the dbdftification

Period® (DNP) upto June 2015, the contractor has not cetaglall the
balance works.

The department deleted (March 2015) certain iterhsworks like
construction of bus shelters, drains, access raads,minor bridges etc.,
worth ¥1.46 crore from the scope of work after issuing BO€iting
reasons such as problems in land acquisition,isgitif utilities etc. The
financial implication of some of the works like &ruction of minor
bridges and construction of slab culverts has regnbincluded in the
above figure. However, the problems cited for detetwere not
mentioned either in the records relating to theseponents or in the
notices issued to the contractor. These deletellswill have to be taken
up through separate contracts, which may lead ¢e@ase in cost. The
situation could have been avoided had the Depattinsisted upon the
contractor to complete the work before issuing TOCs

* Non submission of Maintenance Manual: As per Task 4.7 of
Consultant's Methodolody, the Construction Supervision Consultant
(CSC) supervising the work was to prepare a Maariea Manual
outlining the routines to be adopted for maintereant the roads and
bridges which would be adopted during and beyond®DNt was to be
submitted within 12 months from the date of comneenent of the work
being supervised by him. However, the same hadeenh submitted by
the consultant though the Jagityal-Peddapalli foasl been taken over by
T-RBD and DNP was over in December 2015.

The Department replied that the Manual was undepamation and would
be submitted. However, the Manual was to be adiogteing the DNP.

19 the time line to complete the balance works
20 Agreement with the Consultant
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3.3.4.2 Long Term Performance Based Maintenance Contracts

Telangana Roads and Buildings Department had taketil works across
various districts in Telangana under Phase - | &ufider Long Term

Performance Based Maintenance Contracts which ¢geedvior maintenance of
CRN. The stated economic benefits of these wordsevgavings in vehicle
operating costs, travel time costs, distance andterance costs. While the
Phase-l works were completed by March 2014, PHaseiks were nearing

completion.

As per the Project agreement, the T-RBD had to taiira length of 1717 Km
for a five year period under LTPBMC. It was, howgvobserved that the
works were awarded only for a length of 1663 Knhud there was a shortfall
of 54 Kms in initial award of works. The Departrhéad not stated specific
reasons for short award of work.

(i) Absence of Strategic Road Development PlaAudit observed that
T-RBD had no strategic plan in place for improvethewidening of
MDR/Rural Roads. The maintenance works were brougtier other schemes
on ad hoc basis.

It was observed that in the absence of a strafggit, out of the 921.243 Km
of road length test-checked under LTPBMC works,6@3. Km had been

proposed to be upgraded as National Highways anthan88.200 Km were

taken up for widening/ improvement by the State &oment. Both these
roads were deleted from the scope of the projedtthe Department had not
evolved any replacement plan for the packagesgththe terms of the loan as
well as the agreement did not prohibit taking up ather reaches for

maintenance. This resulted in deletion of stretdinem LTPBMC packages

and short utilization of loan to the extent of thiegth deleted.

For example, for the LTPBMC Package no. 23 in MeQadtrict, proposal for

improvement of 114 Km was administratively sanatidhor 36 crore. After

bid evaluation (September 2012), the package wasetlad by the IBRD

(May 2013) on the request of the Department, dudetdaration of a major
stretch under this package as National Highway. s&glently, the

Department had not taken any action to identify atier stretch under CRN
for maintenance and failed to utilise the relateghlamount.

Absence of strategic road development plan lecktetidn of stretches of road
after awarding the work and consequent short atilin of the loan.

(i) Non evaluation of benefits As per Section I1lLA.1 of the Project
agreement, the T-RBD was to monitor and evaluaetbgress of the project
on the basis of indicators agreed with the IBRodgh Phase-I works under
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LTPBMC were completed upto March 2014, no study emaluation of
benefits was carried out. It was also observetinbanalysis was conducted
to study the trend of accidents. Hence audit cooldassess decrease/increase
in road accidents in respect of completed Phaserksv

The Department replied that the APRDC report onsdrae would be used for
future guidance. However, applying the resultaiietd in Andhra Pradesh to
Telangana would be injudicious as the problemsdidmethe states might not
be the same.

(i) Remedial actions not taken despite surveyuks showing marginal/ no
improvements in LTPBMC worksThe APRDC had appointed (December
2010) a consultant to carry out the Road User faatisn Survey (RUSS) for
all the package works taken up under the Projddte goal was to help in
improving road transport in State by giving semmanagement in the RBD an
insight into the issues raised by road users aacklly making better future
strategic and operational decisions. The surveyth@se roads was to be
conducted twice, i.e. before implementation (RU¥Sdnd during
implementation (RUSS-II) of works. The consulthatl submitted reports for
RUSS-I in March 2013, RUSS-II in August 2015 foe ttombined State and
RUSS-II in June 2016 exclusively for Telangana &tathe report was to be
made public as per clause 3.2 of the contract aggrewith the consultant.

As per the survey results, the Project had not shawensiderable
improvement over the existing road features (beomr@mencement of these
works), in terms of overall user satisfaction amdpiarticular road safety
aspect. Despite this, the Department had neithlegnt any action on the
recommendations/ suggestions made therein nor thadeport public.

The Department stated that the Report would be mpdelic after
incorporation of all suggestions/ information.

3.3.5 Public Private Partnership Facilitation Component

The component was included to strengthen the cigpaicthe Government to
develop selected high traffic density corridorsemBublic Private Partnership
(PPP), via toll revenues and viability gap supp&mm the Central
Government. Except for one PPP in Telangana ydekabad — Karimnagar—
Ramagundam road, for which agreement had been texktty APRDC in
August 2010, Audit observed that no further studwesre conducted to
identify high traffic density corridors under PPiPamgement by T-RBD.
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3.3.6 Institutional Strengthening Component

This component was to provide technical assistatre@ing and advisory
services for strengthening of T-RBD, with requisitapacity for its

responsibilities in managing the CRN and aidinganious aspects of project
implementation, including the Asset Management Ruog the Governance
and Accountability Action Plan (GAAP) and the Imgtional Strengthening
Action Plan (ISAP), plus associated monitoring acmbrdination. The

following observations are made:

3.3.6.1 Non-formation of Project Implementation Unit

A Project Implementation Unit (PIU) was to be ess&died within T-RBD for
assisting it in the implementation of the Projetthe areas of procurement,
contract management, financial management, safdguanvironment and
social management, etc.

It was observed that PIU and sub-committees weréonmed even after lapse
of more than a year after conclusion of the amerol@a agreement. Thus the
assistance/ support in implementation of the ptpjenvisaged in loan
agreement, was not utilized.

The Department replied that the CRN wing was fuomitig as the PIU for the
Project and though a sub Committee was not forn@hstituted, the works
were being reviewed periodically.

However, the CRN wing had no staff with backgroumd financial,
environmental or social management which adversaljected the
implementation of the Project.

3.3.6.2 Non-implementation of recommendations of consultant

The Government of Andhra Pradesh had accorded Aslimative Sanctioft
(February 2011) for the work “Consultancy Service tnstitutional
Strengthening Action Plan” (ISAP) f@5.50 crore. The work was awarded
(March 2011) to a consultant f@9.49 crore for completion by December
2013.

The Consultant had submitted (February 2014) recemndations for the
combined State. The Department did not take atigraon the final report
stating that the Policy of the State was under ldgveent. However, after two
years, the Government extended the services otdhsultant (June 2016),
though the contract had not been awarded. The peaind is due to end in
May 2017 and the State may lose the opportunitytitze this component in

21 G.0.Ms.No.28, TR&B R(IV) Department, dated 18 Rebry 2011
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case immediate action is not taken. Due to norlempntation of the
recommendations and delay in policy formulatiore thtended objective of
institutional strengthening could not be achieved.

3.3.6.3 Non-revision of Institutional Strengthening Framewak

As per Section-l (E) of the Project Agreement, fmject Implementing
Entity was to ensure that the Project was carrigidio accordance with the
terms, conditions and procedures set forth in theirenmental and Social
Management Framework (ESMF), Resettlement & Reitatiin (R&R)
Policy Framework, Environmental Management PlangRE), Resettlement
Acton Plans (RAPs), Governance Accountability ActiBlan (GAAP) and
Institutional Strengthening Action Plan (ISAP) etc.In the light of
incorporation of Telangana as a new State, theeBrdmplementing Entity
was to revise and re-disclose the content of tlowelpolicy frameworks so as
to reflect the new implementation requirements orb&fore 31 May 2015.
Further, the project envisaged formation of anitastnal Strengthening (IS)
Cell to provide support on ISAP implementation, rctiation and progress
monitoring.

Audit observed that neither the revised policy feavork was prepared nor the
IS cell formed.

The Department replied that revisions were beingmared in consultation
with the Bank experts. The proposal for engagingsatiants for ISAP had
been submitted to IBRD and the IS cell would betiated after the
formulation of ISAP.

However, as the loan period is due to end in Mal72@ is unlikely that the
component would be completed due to paucity of time

3.3.6.4Non-adherence to Governance Accountability Action Rn (GAAP)

The GAAP referred to the governance and accouitialaittion plan of the
Project Implementing Entity adopted on April 1, 20@hich set out the key
actions to be undertaken by it to strengthen gareze, transparency and
accountability under the Project. The same plas adopted by Telangana
State after bifurcation.

However, the GAAP was not adhered to as discussiedvb

(i) As per the agreed disclosure policy under GAAR,Dlepartment needed
to disclose information related to the Project &lowing greater access to
information including disclosure of mid-term reviawports, environmental
and social safeguard information/policies, audgor¢s, results of the road
user satisfaction surveys etc. The expectatiothi®iRBD, besides complying
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with on-demand access to information, was to fatiynply with provisions on
suo motudisclosure under section 4 of the RTI Act.

Audit observed that the Department had not estadddisa website, though
required as per the policy for disclosure of thgjgut related information.

(i) The GAAP inter alia included third party field-based physical
verification of quality by reputable engineeringwversity professors and their
post-graduate students to ensure that the contralseosupervision consultant
and the Department were following the agreed emging design in the
construction of the proposed roads projects. He&wesuch a monitoring of
the project works was not undertaken, though Phasehe LTPMBC works
were completed (2014) and Phase-Il works were nga@ompletion (2017).

The Department replied that as per Supervision iKaitm the Project
Appraisal Document, the need for engaging univepmibfessors and students
had to be assessed by IBRD. As such, it had moimat.

The reply was not tenable since as per the Proanemlan approved by
IBRD, the third party field-based physical verifiicem was to be done and the
Government had given administrative sanction fergame.

3.3.6.5 Road Management System

As a part of institutional strengthening, a Roadniigement System (RMS),
to significantly improve the Road Development Cogtion (RDC)/T-RBD
planning for both capital and maintenance budgekived from various
sources, was to be rolled out.

The consultancy work to establish RMS was award&pril( 2011) to a

consultant foR 6.18 crore. The consultant had not delivered titpud owing

to non-furnishing of basic road data by the APRDGhe erstwhile combined
State. After bifurcation of State, though T-RBDdheompiled road data
relating to 9000 Km out of a total requirement d4fZ245 Km, the Department
neither engaged a consultant for establishing thkS Ror took any action to
complete the balance road data collection. It whserved that the draft
Request for Proposal (RFP) for appointing the cbasuhad been submitted
to IBRD for no-objection in July 2016 and the cawctrwas yet to be awarded.

3.3.7 Road Safety Component

This component was to help in providing safer recadridors by initiating
measures to reduce road accidents on major cosrithygr assisting the
T-RBD to:
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(@) Undertake ‘demonstration projects’ on sele@&N corridors;
(b) Carry out an extended black-spamprovement program; and

(c) Implement institutional and policy action paior improving the State’s
road safety responsibility framework and capacities

3.3.7.1 Development of a demonstration corridor

The Demonstration (demo) corridor was to be a mazteridor to be
developed with multi sector road safety measurespted by different
Departments viz., Roads and Buildings, TranspodijcB and Medical &
Health. Taking into account the results of the destration project, the
Department was to develop and adopt a policy amatkesty for improving road
safety in Telangana by 31 December 2016.

Considering the increase in number of accidentstdudgh traffic and also

due to diversion of traffic from NH9 to NH7, the @wnment of Andhra

Pradesh had identified (January 2010) Hyderabaghp Road as the demo
corridor to test and implement a new road safebg@mme. It was proposed
to undertake geometric improvements to the roadestighting, translocation
of trees etc. The work was awarded (February 2@@4a contractor for

¥13.37 crore for completion in 12 months. On soytf records relating to

the work, the following audit observations are made

. The financial progress of the work after more tB8mtmonths was only
71 per cent Three curve improvement works were not taken amp f
want of forest clearance and two junction improvethveorks were not
taken up as the utilities had not been shifted.

. Procurement of goods/services by other stakehdddgrartments was
not done due to multiple modifications and delaysubmission of
estimates. The civil works were yet to be completddack of co-
ordination among the stakeholder Departments esult delay in
procurement of goods/ services for demo corridor.

The Department in its reply accepted that finalmat of the

specification/estimate and co-ordination with otlipartments had taken
time. It also stated that the estimates had sibeen finalized and
procurement had already been initiated. The enprecess would be
completed well before the loan closure period.

22 alocation on a road where accidents are hightgentrated based on historical data
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3.3.7.2 Improvement of Black Spots

A black spot is defined as a location on a roadre/feeccidents are highly
concentrated based on historical data. A blackt sould be a curve,
intersection or a regular stretch of a road andvea in length, but usually is
about 200 - 400m. It was proposed to take up 16kb&pots improvement
works under the amended loan agreement &88.84 crore was allocated
under the programme.

Though the Department had instructed (April, 20HH) Superintending

Engineers(SEs) to furnish information regardingefilack spots in each
District along with details for the previous fivears, only one out of eight
SEs had submitted the required information, basedlach the Department
identified two black spots against the target of Ithe work was awarded
(May 2014) fork 3.33 crore and completed at a cost 8f27 crore. However,

no evaluation study was taken up to ascertain ¢aeations in number of
accidents to assess the effectiveness of the ireprent works. Besides, the
loan component was also not fully utilized.

The Department in its reply stated that the remmgireight black spots had
been identified on Hyderabad-Medak-Bodhan road #&mel design and
estimate have been finalized. It was also stdtatl the road stretch passed
through forest area and action was being takegdtimg permission from the
Forest Department.

3.3.8 Non adherence to Procurement Plan timelines

The Procurement Plan which included different prement methods or
consultant selection methods was to be updateshat annually or as required
to reflect the actual project implementation needsl improvements in
institutional capacity.

It was observed from the records that though tinesliwere given in the
procurement plan, they were not being adheredlimelines for some of the
components were not provided and those of othene wevised multiple
times. This led to delay in completion of variamnponent/sub-components
of the project.

3.3.9 Conclusion

The Project was taken up to remedy the funding igapad sector in the
State. However, significant deficiencies were olest Despite continued
dismal progress, the Department had not levied dpggran the contractor in
one case and, instead, had given EoT. Additiomakwas also awarded to
the same contractor without considering his poorfgrenance. The JP-06
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upgradation package, although stated to have beasmpteted, remained
incomplete and certain amenities were deleted,eatstof getting them
executed by the contractor. Due to absence otegia road development
plan, road stretches were deleted from the scopeoatract due to their
conversion as NHs or having been taken up undeeroBtate schemes
resulting in short utilization of the loan. No@ts were made by T-RBD to
fill the gaps by identifying alternate roads indief the deleted stretches. The
PPP Component of loan was underutilized. Afteurodtion, sufficient efforts
were not made towards Institutional Strengthenind aeparate PIU was not
formed. The works relating to Demo corridor renainincomplete, two
works in respect of black spot improvements wemapbeted against the
proposed 10 and road safety action plan was lagdielgind the schedule.

Irrigation and Command Area Development Department

3.4 Excess payment of price escalation for fuel and lulzants

The work “Investigation, Design, Execution of Tuhié minimum internal

diameter 4.00 m ‘D’ shaped/modified horse shoe wiinrying capacity of
15.30 cumecs water from Dharmasagar tank to Rail8t@yion Ghanpur in
Warangal district (Package-IV/Phase-lll of JCRD)S was entrusted
(February 2009) to an agency under EP@rnkey system fo¥ 855.87 crore

for completion by February 2012. Extensions ofetivvere granted from time
to time by the Department up to August 2016. Twetdlie of work done and
paid to the agency wd@s725.92 crore (July 2016), including price adjustimen

Agreement clause 14.16.1 provided price adjustnoértontract prices for

increase/decrease in cost of fuel. The rates pieyan the nearest fuel

station/stations to work spot on the last day lidi bids were to be adopted
as base rates. Any increase or decrease of manefitre per centover base

rates was to be compensated in accordance witfloltbe/ing formula.

Vi =0.85 x /100 x R (F1 — Fo)/Fo
Where

V¢ = Increase or decrease in the cost of work damangl the quarter
under consideration due to change in the ratesfuels and
lubricants;

23 JCRDLIS - J.Chokka Rao Devadula Lift Irrigatiorh8me
24 EPC - Engineering, Procurement and Construction
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Pr = Percentage of fuel and lubricants componettt@ivork;
R:1 = Value of work done during the quarter;

Fo = The average official retail price of High Speeesel (HSD) at
the existing consumer pumps of IOC/IBP/HP/ Relianearest to
the work spot on the last day of filing the bidsda

F1 = The average official retail price of High Spdesel (HSD) at
the existing consumer pumps of IOC/IBP/HP/ Reliamearest to
the work spot on the ¥5day of the middle calendar month of the
quarter under consideration.

The State Level Standing Committee (SLSC) consttdiy the Government
was to decide th&Percentage of fuel and lubricants component ofwbek
(Py)” based on the inputs furnished by the Departnienteach work. For
computing the percentage of fuel and lubricantsSGlwas to consider the
components of total value of fuel in the work aatak value of the work.

Scrutiny of calculations relating to computationtleé R factor for this work
showed that for arriving at the factor, the SLSC had considered the value of
civil works only and had excluded the componentselgctro-mechanical
works and hydro-mechanical works from the totalueabf the work. As a
result, the Pfactor arrived at was 9.28%r cent instead of 6.27per centas
explained in the table below:

Total value of the work ¥855,86,72,500

Total value of civil works excluding value of FEdsygReIMcI0Ne[e[0]
Electro-mechanical works and Hydro-
mechanical works

Value of fuel and lubricants for the work as st yaeyse)
worked out by Department

Fuel factor (P approved by SLSC $53,68,47,379 X 100
%¥578,31,60,000

= 9.283per cent

Fuel factor (P to be taken $53,68,47,379 X 100
(as computed by Audit) % 855,86,72,500

= 6.273per cent

The Department, as a result of this, paiB.48 crore calculated at 9.288r
centtowards price adjustment for fuel to the agencytaial value of work
done for the period from July 2009 to March 2018tguRunning Account bill
No.74) paid in July 2016 against admissible am@iift8.74 crore calculated
at 6.273per cent
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Thus, incorrect adoption of ‘total value of the work’ by the Department for
computation of percentage of fuel and lubricants for the work, resulted in
excess payment of ¥4.74 crore towards price adjustment for fuel.

Department accepted (December 2016) the error in calculation of price
escalation for fuel. However, the Department was silent on recovery of excess
amount paid to the agency.

L

(LATA MALLIKARJUNA)
Hyderabad Accountant General
The (Economic & Revenue Sector Audit)

Andhra Pradesh and Telangana

Countersigned

¢

e

L 7
(SHASHI KANT SHARMA)
New Delhi Comptroller and Auditor General of India
The
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Appendix 1.1
(Reference to paragraph 1.6.3, page 4)

Department-wise break-up of outstanding I nspection Reports and
Paragraphs

Number of | Rs/Paragraphs issued
up to 31 March 2016 and pending
Department asof 30 September 2016

Animal Husbandry and Fisheries

——

Environment, Forests, Science and
Technology

Information Technology, Electronics and
Communications

Irrigation and Command Area Developmg 2304

Rain Shadow Areas Development _—
224 713

Roads and Buildings

Works and Projects wing of Finance
Department
1944
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Appendix 2.1
(Reference to paragraph 2.1.6.1, page 14)

Details of Original Grant, Supplemental Grant, Re-appropriation, Total Grant,
Expenditure and Excess or Savingsin respect of five Medium Irrigation Projects

Rincrore)
(Erecggc ct)f Y ear Ocr;iginal R(-}_ . Expenditure Exc_ess /
account) rant appropriation Savings
2004-05 0.00 0.00 5.68 5.68 2.68 -3.00
2005-06 5.00 0.00 7.00 12.00 11.97 -0.03
2006-07 35.00 0.00 12.94 47.94 36.16 -11.78
2007-08 34.00 0.00 -10.53 23.47 14.11 -9.36
2008-09 12.50 0.00 0.00 12.50 8.63 -3.87
2009-10 12.50 0.00 0.00 12.50 4.49 -8.01
Gollavagu
(4701-03-207) RSB 11.05  0.00 -3.76 7.29 3.65 -3.64
2011-12 5.60 0.00 -1.16 4.44 0.84 -3.60
2012-13 3.36 0.00 -0.27 3.08 3.08 0.00
2013-14 5.00 0.00 -4.47 0.53 0.53 0.00
2014-15 2.15 0.00 -1.16 0.99 0.99 0.00
2015-16 3.25 0.00 0.00 3.25 0.66 -2.59
Total 129.41 0.00 426  133.66 87.79 -45.88
2004-05 0.00 0.00 3.78 3.78 1.89 -1.89
2005-06 5.00 0.00 6.50 11.50 10.08 -1.42
2006-07 35.00 0.00 -6.35 28.65 21.79 -6.86
2007-08 35.00 0.00 -13.00 22.00 10.73 -11.27
2008-09 12.50 0.00 0.00 12.50 7.95 -4.55
2009-10 5.00 0.00 -2.47 2.53 2.48 -0.05
M athadivagu
(4701-03-211) [ELEES 230 0.00 -1.49 0.82 0.19 -0.63
2011-12 1.50 0.00 1.58 3.08 1.55 -1.53
2012-13 0.50 0.00 -0.50 0.00 0.00 0.00
2013-14 2.00 0.00 -0.44 1.56 1.56 0.00
2014-15 0.50 0.00 -0.50 0.00 0.00 0.00
2015-16 5.00 0.00 0.00 5.00 0.28 -4.72
Total 104.30 0.00 -12.89 91.41 58.50 -32.91
2004-05 0.00 0.00 0.00 0.00 2.95 2.95
2005-06 6.00 2.95 5.25 14.20 9.87 -4.33
2006-07 40.00 0.00 3.00 43.00 34.67 -8.33
2007-08 39.00 0.00 0.00 39.00 10.55 -28.45
Neelwai
(4701-03-237) JRAUL:EE) 30.10 0.00 -13.00 17.10 2.55 -14.55
2009-10 24.00 0.00 -0.43 23.58 5.35 -18.22
2010-11 24.10 0.00 -3.03 21.08 2.94 -18.14
2011-12 8.50 0.00 -0.51 7.99 4.99 -3.00
2012-13 28.51 0.00 -5.11 23.40 23.40 0.00
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2013-14 35.00 0.00 -24.33 10.67 10.67 0.00
2014-15 10.00 0.00 -4.77 5.23 5.23 0.00
2015-16 15.00 0.00 0.00 15.00 6.24 -8.76
Total 260.21 2.95 -42.93 22023 11939  -100.84
2004-05 0.10 0.00 9.36 9.46 5.95 -3.51
2005-06 9.21 0.00 0.00 9.21 8.55 -0.66
2006-07 50.00 0.00 -34.40 15.60 8.89 -6.71
2007-08 70.00 0.00 -28.10 41.90 16.60 -25.30
2008-09 45.50 0.00 -8.50 37.00 12.12 -24.88
Peddavagu at 2009-10 49.00 0.00 0.00 49.00 14.30 -34.70
Jagannathapur BT KE 47.00 0.00 -46.00 1.00 0.07 -0.93
(4701-03-225)
2011-12 28.50 0.00 -16.04 12.46 7.87 -4.59
2012-13 18.54 0.00 -17.79 0.75 0.75 0.00
2013-14 22.00 0.00 -15.24 6.76 6.76 0.00
2014-15 13.00 0.00 -9.92 3.08 3.08 0.00
2015-16 23.00 0.00 0.00 23.00 10.30 -12.70
Total 375.85 0.00 -166.62  209.22 9525  -113.97
2004-05 0.00 0.00 0.00 0.00 1.40 1.40
2005-06 5.00 1.40 4.19 10.59 8.42 -2.16
2006-07 35.00 0.00 3.17 38.17 31.13 -7.04
2007-08 20.00 0.00 -11.00 9.00 2.52 -6.48
2008-09 5.10 0.00 1.00 6.10 3.35 -2.75
2009-10 4.50 0.00 0.00 4.50 0.74 -3.76
Ralivagu
(4701-03-236) 2010-11 2.25 0.00 -1.32 0.93 0.00 -0.93
2011-12 1.20 0.00 -0.25 0.95 0.00 -0.95
2012-13 0.60 0.00 -0.52 0.08 0.08 0.00
2013-14 1.00 0.00 -1.00 0.00 0.00 0.00
2014-15 1.00 0.00 -0.64 0.36 0.36 0.00
2015-16 2.75 0.00 0.00 2.75 0.00 -2.75
78.40 -6.38 73.42 48.00 -25.42

Grand Total 948.16 -224.56 | 727.95 408.93 -319.02

(Source: Information furnished by Chief Engineer (Projects), Adilabad; Pay and Accounts Officer,
Nirmal and VLC data from Office of the Principal Accountant General (A&E), Andhra
Pradesh and Telangana)
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Appendix 2.2
(Reference to paragraph 2.1.6.2, page 15)

Details of central assistancereceived under AIBP

Jagannathapur

Year of inclusion in
2008-09 2008-09 2008-09 2009-10 2008-09
completion asper CWC
-----
AIBP ®in crore)
assistance from Gol
Financial assistance to
-----
Financial assistance

received so far 60.470 37.020 18.40 106.025 6.710
®incrore)

Shortfall in Utilization

of AIBP assistance as of

March 2016 (R in crore)

Expenditure ason

March 2016 87.79 58.50 119.39 95.25 48.00

(Source:  Information furnished by Chief Engineer (Projects), Adilabad, Chief Engineer,
Central Water Commission, Krishna Godavari Basin Organization)
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Appendix 2.3
(Reference to paragraph 2.1.7.2, page 17)

Details of Irrigation potential stipulated in agreement and proposed to be
localized in M athadivagu
(in acres)

Extent of 1P to be Proposed command area
created in acres (as to be localized with

Mandal Village

per agreement) Revenue authorities

Waddadi 250 581.93
Jamidi 227 79.98
Khapparla 731 948.98
90| ESwargaon 1348 1306.02
BandalNagapur 916 876.27
(6 | Gotkuri 339 224.67
Mallapur 269 458.74"
(8 | Nippani 0* 93.41
E- Sirsanna 489 0
Boraj 766 0
Bhimsari 579 369.33
Jamdapur 1507 1377.36
Chanda - T 1079 1456.26
[ 14 | Adilabad JREIES o* 358.87
Dimma 0* 359.15
Fouzpur 0* 161.76
[ 17 | Pochera 0* 97.28

T ot al 8500 8750.01

(Source: Information furnished by Executive Engineer, 1B division, Adilabad)
# shown under Adilabad mandal
* Not stipulated as per agreement

Appendix 2.4
(Reference to paragraph 2.1.8.1, page 19)

Timetaken for completion of Survey and Investigation

S& | completed in

Date by
. Project which S& | .
; wasto be Head Canals | Distributaries Fied
completed works S

September . Not
Gallevegy 2005 completed
Mathadivagu June 2005 December 2005
3 (a) Neelwai (First September September January Not Not
agency) 2005 2005 2007 completed completed
(b) Neelwai (Second June 2012 Not Not Information Not
agency) applicable applicable Not furnished completed
4 Peddavagu at September In Droaress
Jagannathapur 2005 prog
. September November Not
Ralivagu 2005 May 2005 May 2005 2005 completed

(Source: Information furnished by Executive Engineers concerned)
*Completion dates not furnished to audit.
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Appendix 2.5

(Reference to paragraph 2.1.8.2, page 22)

Timetaken for receipt and approval of designs

Proi ect Date by which Period during Dela Timetaken
) S& |, drawings which CECDO =& for approval
(Month / Year of o . ; in ;
agreement) and designing received dgsgns months (rangein
to be completed and drawings months)
Mathadivagu November 2005 - 2 - 35 1-99
(March 2005) April 2008 months months
Neelwai -2¢ Agency June
(26 -12-2011) 2012
Ra""agu -do- June 2005 2 -30

(March 2005) months

(Source: Based on information furnished by Chief Engineer, Central Designs Organization)
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Appendix 3.1
(Reference to paragraph 3.1.1, page 35)

Details of Textile/ Apparel Export Parks

Par k Gol of Total outlay

1 Textile Park, Siricilla DH TCIDS  2002-03
(Karimnagar)

| Textie Park, Malkapul — nyr roips 200304 331
(Nalgonda)

Textile Park, Warange ~ DHT * 2005-06 12.8

Handloom Park,

5 Gadwal DHT * 2006-07 8.21
(Mahabubnagar)
Apparel Export Park,

s | Gundlapochampally TSIIC CiB 1995-96 14.11
(Rangareddy)
Textile Park,
Pashamylaram TSIIC TCIDS 2002-03 13.37
(Medak)
Handloom Park, Private

. | Pochampally arty SITP 2005-06 34.00#
(Nalgonda) P
White Gold Integrated
Spintex Park Pvt. Ltd, Private
lbrahimpatnam party! SITP  2011-12 108.12
(Rangareddy)

* DPRs were not finalized and no progress made

# The project was approved (July 2006) by the Rtofeproval Committee (PAC) under the
SITP with an estimated project cost18.49 crore out of which Govt. of India grant wds 4
per cent, i.e.¥7.40 crore. However, this was revised subsequentlysubmission of revised
proposal (May 2008) by the Park developers foruditlg better facilities in the Park. The

investment in the Park was increased fh8.49 crore t& 34 crore (June 2008

! Special Purpose Vehicle
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Audit Report (Economic Sector) for the year ended March 2016

Appendix 3.4
(Reference to paragraph 3.3.4.1, page 59)

The section-wise pending and deleted items and their financial
implications

(?in lakhs)

Financial |mpI|cat|on

| tems of wor k Value of Value of Value of
pendingitems | pendingitems deleted
Section | Section 11 items

Line open drains 20.80 13.97
‘= Rectangular Brick 103.71 77 42

Masonry

Pltchlng and filter

medla Al

Construction of Cemen
concrete Kerb — with 1.23 2.82 4.05
250 mm high

B ccossroncs ar1s  aes2 iee
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Glossary

AEP : Apparel Export Park

AIBP . Accelerated Irrigation Benefit Programme
APDSS . Andhra Pradesh Detailed Standard Specification
APGVB :  Andhra Pradesh Grameena Vikas Bank

APRDC . Andhra Pradesh Road Devel opment Corporation
C Culturable Command Area

CE ADB :  Chief Engineer, Adilabad.

CE Projects . Chief Engineer, Projects

CECDO . Chief Engineer, Central Designs Organisation
CETP :  Common Effluent Treatment Plant

Critical Infrastructure Balancing

@\ FAenh o< . Cross Masonry and Cross Drainage Works

Q
>

o9 )
508 w
&

CRN :  Core Road Network
Construction Supervision Consultant
Cubic Meter per Second
Central Water Commission
CWWTP :  Common Waste Water Treatment Plant
. Directorate of Handlooms and Textiles
. Director (Monitoring and Appraisal)
. District Level Bankers Committee
DNP . Defect Notification Period

Detailed Project Report

Dr. Bheem Rao Ambedkar Pranahita Chevella Sujaa
Sravanthi

Dr.BRAPCSS

R
EC

m

Executive Engineer

Executive Engineer, Adilabad
Executive Engineer, Mancheria
Environmental Management Plan
Extension of Time

m

Engineering, Procurement and Construction
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. Environmental and Social Management Framework
FRL . Full Reservoir Level
:  Governance and Accountability Action Plan
Gol :  Government of India
. Hyderabad Metropolitan Devel opment Authority
: ;z:rzrabad Metropolitan Water Supply and Sewerage
. lrrigation & Command Area Devel opment
. Industrial AreaLoca Authority
. Internal Benchmark
. International Bank for Reconstruction and Development
_ . Irrigation Potential
. Ingtitutional Strengthening
ISAP . Ingtitutional Strengthening Action Plan
:Joint Collector
. J.Chokka Rao Devadula Lift Irrigation Scheme
. Joint Director of Agriculture
: Joint Mandal Level Bankers Committee
:  Krishnaand Godavari Basin Organisation
. Lead District Manager
. Left Flank Canal
. Left Flank Regulator
: Long Term Performance Based M aintenance Contract
:Million Cubic Meters
:  Maximum Drawn Down Level
MDR :  Major District Road
:  Mandal Parishad Development Officer
. Nationa Highway
PAC . Project Approva Committee
PIU . Project Implementation Unit
m © Public Private Partnership
: Roads and Buildings
R&R . Resettlement & Rehabilitation
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Resettlement Action Plan

Request for Proposal

Rythu Mitra Group/ Rythu Mitra Sangam

Road Management System

Road User Satisfaction Survey

State Bank of India

Scheme for Integrated Textile Parks

State Level Bankers Committee

State Level Standing Committee

Textile Centre Infrastructure Development Scheme
Taken Over Certificate

Roads and Buildings Department, Telangana
Telangana State Industrial Infrastructure Corporation
Limited

Utilisation Certificates

Whitegold Integrated Spintex Park Private Limited
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