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5.1 Sewerage and Underground Drainage in Urban Areas

5.1.1 Introduction

Jawaharlal Nehru National Urban Renewal MissionNUIRM) was one of the
flagship programmes launchebly the Government of India (Gol) to support vasiou
infrastructural development projects including saion and sewerage in selected
cities/town$. Gol had sanctioned niheunderground drainage projects for State,
during the period 2005-06 to 2010-11. These prsjewtre sanctioned under the
components of Urban Infrastructure and Governangi&), Urban Infrastructure
Development Scheme for Small and Medium Towns (IBMIS) and Urban
Infrastructure Development in Satellite Towns (UIDS JNNURM guidelines
stipulate that funds under UIG component were tshmed in the ratio of 35:15:50,
while under UIDSSMT/UIDST, the sharing pattern w&®:10:10 by Gol, State
Governments and ULBs/other implementing agencespactively.

5.1.2 Responsibility centres
5.1.2.1 State Level

Andhra Pradesh Urban Finance Infrastructure Devedot Corporation (APUFIDC)
was designated (February 2006) by the State Gowsrhras State Level Nodal
Agency (SLNA). It was responsible for appraisingogwsals submitted by
implementing agencies to Gol and also for the imgletation of Under Ground
Drainage (UGD) projects sanctioned under UIG and&8MT components of
JNNURM.

5.1.2.2 Implementing agencies

Public Health Engineering Divisions/Urban Local Besd were the implementing
agencies of JNNURM/State sponsored projects in Stete. These units were
responsible for submission of detailed project regpdo SLNA for appraisal,
accounting of funds received from SLNA, tenderiagyard of contracts, ensuring
adherence to the time schedule as well as qualityvarks executed by the
contractors, furnishing of periodical reports onygibal and financial progress,
submission of utilisation certificates, maintainimgentory of assets created, operate
assets and facilities created etc.

December 2005 with a mission period of seveng/28605-12 extended up to 2014

65 cities/Urban Agglomerations (UAs) across therdry were termed amission cities and other
cities asnon-mission cities’

Four UIG projects to Hyderabad at a cosR®f14.70 crore; one project each of UIDSSMT to
Nizamabad, Nalgonda, Miryalaguda, Karimnagar ULB&225.24 crore and one UIDST project to
Vikarabad ag 64.74 crore
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5.1.3 Audit Approach

Out of the nine projects sanctioned under JNNURMjtsof implementation of fodr
Under Ground Drainage (UGD) projects (three prgjaatder UIG component and
one project under UIDST), completed/in-progressimduthe period 2011-16, was
conducted between January 2016 and May 2016 tessasskether planning was
robust enough to establish UGD projects; fund meamamt was effective;
implementation of projects was effectively carriedt as per the guidelines of
JNNURM, and monitoring mechanism including quaktntrols was adequate and
effective.

Audit methodology involved examination of records Teelangana Urban Finance
Infrastructure Development Corporation (TUFIDC)e tBtate Level Nodal Agency
and the implementing units of selected projectsduning Hyderabad Metro Water
Supply and Sewerage Board and Vikarabad Municipaludit findings were
benchmarked against criteria sourced from Goverhmokindia (Gol) guidelines on
JNNURM; Central Public Health and Environmental i&egring Organisation
(CPHEEOQO) Manual; guidelines/ orders/circulars igshg Gol/State Government/Nodal
Agency; Detailed Project Reports of the selectegjepts, Andhra Pradesh Financial
Code etc.

Audit findings
5.1.4 Planning

5.1.4.1 Unjustified selection of project

With the objective of reducing burden on alreadrstrained Mega/Million plus
cities, JNNURM guidelines provided for urban infrasture in Satellite
Towns/Counter Magnets of Million plus cities unddDST. Satellite towns had to be
developed in the future development areas of tHeomiplus urban agglomerations
covered under JNNURM. The towns were to be planfeeda population of
3 lakh - 5 lakh in case of million plus cities ahtakh - 10 lakh in case of mega cities.

The population of Vikarabad town was 53,185 as3fdrl census and the projected
population was two lakh up to the horizon year 20Bie town was situated at a
distance of 68 km from the Mega city, Hyderabadn¢t¢e based on the criteria of
population and urban agglomeration the proposabke up the water supply and
sanitation project in Vikarabad town under JNNURI/gswot justified.

Government stated (September 2016) that in antioipaf future growth, Vikarabad
town was selected after thorough examination ofteng infrastructure and proximity

* UIG- (i) Rehabilitation and Strengthening of SewerageteSysin Old City Area- South of Musi
Zone-l, Hyderabad (ii) Rehabilitation and Strengihg of Sewerage System in Old City Area-
South of Musi Zone-ll, Hyderabad (iii) Undergrouridrainage project to Rajendranagar,
Hyderabad(part of combined project of Water Supply and Satiobn) and UIDST - (iv)
Underground Drainage project to Vikarabgthrt of combined project of Water Supply and
Sanitation)
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to the Mega City, Hyderabad. However, the town haidmet the criteria for selection
under UIDST.

5.1.4.2 Improper planning in prioritisation of projects

Hyderabad Metro Water Supply and Sewerage Board VWB#8B) had prepared
Detailed Project Report (DPR) for comprehensive ewasupply scheme for
Rajendranagar in February 2008 and for Sewerageersysn June 2008. Gol
sanctioned the sewerage project in January 20Q6r,Uzased on the request of public
representatives to prioritise water supply in thesllwdeveloped areas of
Rajendranagar, a combined DPR on Water Supply angi®dge components, in lieu
of the original individual projects, was prepar&byember 2009) and submitted to
Gol. The combined project &f314.26 crore was sanctioned by Gol in January 2010.

Audit observed that in the combined DPR, State Gowent had reduced the scope
for coverage of both water supply and seweragditfasiindicated in their respective
original DPRs (February 2008/June 2008). Againstdlsewerage zones proposed to
be covered in original DPR of sewerage system, onky zone was included in the
combined project. As a result, cost of the combipegect aR314.26 crore was far
less than the sum of the cost640.74 crore) of individual projects of water syppl
(¥ 305.67 crore) and sanitatiofi335.07 crore). As of May 2016, no proposals were
initiated under any Gol/State Government progranisceemes for coverage of water
supply and sanitation in the left out areas.

Government stated (September 2016) that proposalsft out areas were submitted
to different financial institutions, such as, Gre@limate Fund, JICA etc., which
were under process. However, the fact remainedhleadreas were left unserviced by
UGD facilities.

5.1.4.3 Detailed Project Reports

As per the guidelines of INNURM, implementing agesavere required to submit
Detailed Project Reports (DPRs) to SLNA for ap@ahiend to forward the same to
Gol for consideration of assistance under the Rwogre. DPRs of UGD projects
were to be prepared as per the guidelines givetihnenCentral Public Health and
Environmental Engineering Organisation (CPHEEO) Mdrof Sewerage and Sewage
Treatment. DPRs of all the test-checked projectsnsited by State Government
during January 2007 and September 204@re approved by Gol. On scrutiny of
DPRs of test-checked projects, the following shmrtings were observed in audit.

i.  Unrealistic projection of population As per CPHEEO manual, the design
population was to be estimated by paying attenteomll factors - industrial,

Japan International Cooperation Agency

()Rehabilitation and Strengthening of Seweragst&n in Old City Area- South of Musi Zone-l,
Hyderabad - January 2007 (ii) Rehabilitation ameti®jthening of Sewerage System in Old City
Area- South of Musi Zone-ll, Hyderabad — July 20Q#i) Underground Drainage project to
Rajendranagar, Hyderabad (part of combined prag®ater Supply and Sanitation) — November
2009 and (iv) Underground Drainage project to Vaked (part of combined project of Water
Supply and Sanitation) — September 2010

6
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commercial, educational, social and administratiogoverning the future
growth and development of the project area. Spdeietiors causing sudden
immigration or influx of population, floating poptlon including persons
visiting as tourists, pilgrims or for work were @l§o be factored in as far as
possible.

It was observed from the DPRs of sewerage systarttsei old city area in the
South of Musi Zones | and Il that the projected ywapons of the areas,
proposed to be covered under the projects up thdheon years 2036 and 2041
respectively, were taken as 40,40,70fased on the data obtained from
Hyderabad Urban Development Authority. Audit, hoew® observed that the
projected population lacked details such as wagkwbreak-up, or the
calculations showing growth in population etc. Rartthis did not match the
details of population (20,60,4%9maintained by the then Municipal Corporation
of Hyderabad (now Greater Hyderabad Municipal Coapon). The floating
population was also not factored in DPRs.

Since the works to be executed were based on D@&Minelusion of floating
population data had led to inaccurate assessmentdiks to be taken up for
creation of infrastructural facilities.

Government stated (September 2016) that the zariatjction was different in
respect of HMDA and GHMC. HMDA population project®were reported to
be for planning zones.

Notwithstanding reply of the Government that thej@cted population based on
HMDA was for planning zones, the fact remained thatDPR had not depicted
the method adopted for growth in population andtflay population as well.

Proposals without Sewerage Treatment Plants (STH$)e DPRs of sewerage
systems in the old city area on South of Musi Zbaed I, sewage of 482.49
MLD® was projected without proposing the STPs, as reduiy the guidelines,
while only 94.01 MLD® of sewage was proposed to be diverted to theiegist
STP at Nagole. Thus, there were inadequate amaerys for treatment of
sewage and due to improper planning and defectRR,intreated sewage was
flowing into river Musi, causing environmental heds The issue has also been
discussed subsequently (Para 5.1.7.i.)

Government stated (September 2016) that in ordecuail the sewage
pollution to the river Musi, proposals for constian of STPs were under
submission to the various funding agencies.

Inadequate design of STPAs per CPHEEO Manual, the design period for
long term plan should be 30 years and five yearsHort term plan. In the UGD

7
8
9

Zone |- 12,15,700, Zone 11-28,25,000
Zone |- 5,03,498, Zone II- 15,56,921
Zone |- 143.49 MLD, Zone II- 339 MLD

10 Zone I- 46.93 MLD, Zone lI- 47.08 MLD
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project of Rajendranagar, 46.42 MLD of sewage wagepted up to the horizon
year 2041. However, STPs were designed (Novemh@9)20 handle only 28

MLD of sewage up to the year 2011 (two years), Whi@as less than the short
term plan stipulated in CPHEEO Manual.

Government stated (September 2016) that preseswlgige proposals with STPs
were taken up only for one zone, and hence, 28 MEIPs were taken up.
However, the projection of 46.42 MLD indicated i’ R also pertained to only
one zone for the design period.

5.1.5 Fund management

Under the INNURM, Gol and the State Governmentrabghsed funds to State Level
Nodal Agency (SLNA) for onward disbursement to theBs/other implementing
agencies. First installment of 2er cent of Gol grant was to be released on signing
the Memorandum of Understanding (MoU) by the St@mvernment/ULB/other
implementing agencies for implementation of the INRW projects. The balance
assistance was to be released in installments lamission of Utilisation Certificates
(UC) and fulfilment of other conditions, as agregxbn in the MoU.

Funds released / expenditure incurred towards img@htation of test-checked
projects as of March 2016 are giverAppendix-5.1

5.1.5.1 Shortfall in releases

Audit observed shortfall of 122.96 crore in the release of grants by both Gal a
State Government in all the test-checked projeatsshown in theAppendix-5.1
Short release of funds by Gol was attributed to-simmission of utilisation
certificates and delay in completion of the prggect

Specific reasons for not releasing funds by Statee@iment were not on record. As
a result, ULB/implementing agencies had to spendxcess of their share, despite
their poor financial position. In three test-chetkeéGD projects, they had to incur
expenditure 1Per cent in excess of their own share.

Government accepted the observation and statedtef8bpr 2016) that timely
submission of UCs would be ensured in future.

5.1.5.2 Creation of Revolving fund

JNNURM guidelines stipulated that pBr cent of Gol and State Government releases
should be recovered from the implementing agenaiwk ploughed into a revolving
fund for financing further investments in infrastture projects. At the end of the
mission period, the revolving fund had to be graeddo a State Urban Infrastructure
Fund. Audit observed that the State Governmentriwdctreated any such revolving
fund. The revolving fund was not created despitemetion of extended JNNURM
Mission period in 2014.
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Government accepted the observation and statedef8bpr 2016) that on receipt of
fund, it would be utilised through Telangana Sthidan Infrastructure Financial
Services Limited (TSUIFSL).

5.1.5.3 Imprudent disbursement of releases as loan

As per the guidelines of JNNURM, the Nodal Agencyswto disburse central
assistance to implementing agencies as soft l|aamfgum-loan/grant. State
Government issued (July 2006) instructions to SLNdisbursement of Central and
State assistance as grant-cum-loan. AccordinglWAkoncluded loan agreements
(January 2011 — November 2013) with Hyderabad Métader Supply and Sewerage
Board (HMWSSB), an implementing agency responditteexecution of three test-
checked UGD projects for an amoun&®1.13 cror&" with recovery of principal and
interest £54.98 cror&” at the rate of 7.Ber cent per annum) amortised over a period
of 15 years.

Audit observed from the financial statements th&WSSB had poor financial
position; as such a grant should have been sanctionecéhefea loan. As of March
2016,333.06 crore (Principa 10.83 crore and Intereg22.23 crore) was due to be
paid to SLNA, but the Board was not able to regey lban installments due to their
poor financial position.

Government accepted (September 2016) the poordiagposition of HMWSSB and
stated that funds were released as loan-cum-gréhttie intention of creating a
revolving fund. The reply did not address the concaised by Audit.

5.1.5.4 Non-accountal of Interest earned by implementingeatgies

Gol had issued (March 2013) directions to the Staiecredit the interest earnings on
the grants received for ongoing projects to theuaht accounting head meant for
interest receipt of Gol. Funds released towarddeampntation of UIG projects were
deposited in Syndicate Bank, Khairatabad by HMWSHBwever, the details of
interest accruals on deposits and their treatnmeatcounts were not indicated in any
of the UCs submitted to SLNA.

Government accepted (September 2016) the auditvaism and also stated that an
amount oR 63.49 lakh was earned towards interest to endrof 2016. However, the
amount was not credited to Government account.

™ Musi-I (Principal: 28.57 crore), Musi-Il (Principalz25.13 crore), Rajendranagar (Principal:

% 27.43 crore)

Musi-l (Interestz19.30 crore), Musi-ll (Interes€ 16.98 crore), Rajendranagar (Interet8.70

crore)

13" Excess income over expenditure: 2007308) 14.52 crore; 2008-0% (-)58.06 crore; 2009-10
% (-)84.10 crore; 2010-1K (-)111.34 crore; 2011-12(-) 61.80 crore; 2012-18 (-) 62.83 crore;
2013-14% (-) 101.70 crore; 2014-15(-) 136.48 crore; information for the year 2015i4 &waited

12
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5.1.6 Execution of projects

Audit reviewed execution of four projects. The abijpes and backgrounds of the
projects are given iAppendix-5.2 Status of execution of the projects as of May&201
is summarised below:

Sewerage Systen] Sewerage Syste

Details in Old City area | in Old City area UGD in UGD in
on South of Musi | on South of Musi | Rajendrangar** Vikarabad
(Zone - 1) (Zone —II)

Date of sanction

of project by Gol YEL) 2007; August 2007, January 2010 September 2010;
and the project IegraRiNe{eol(= ¥ 251.25 crore I314.26 crore ¥ 64.74 crore
cost

Date of according
administrative May 2007; December 2007; March 2010; June 2011;

Sl NOASIEIE T 148.81 crore % 251.25 crore T314.26 crore  ¥87.13 cror&
Government

Date of technical JRILRZI:k February  2008; May 2010; June 2011;
sanction T 162 crore 3247.85 crore Z314.26 crore ¥ 72.47 cror&®

Contract value ¥ 150.97 crore ¥ 238.46 crore Z176.16 crore I 78.61 crore

December 2008 - November-

AT February 2010 Decemer 2008 i 0915 2010 I Ty 2002
in 3 packages 3 packages
Stpufaicdidaie 24 months 24 months 24 months 24 months

for Completion

SUSIRISERS 161 92 crore 179.90 crore  ¥223.66 crore < 46.95 crore

May 2016

Stated to have Two packages 97 per cent of Stated to havg
been completed completed, third project work is been completed.

Status Work _ _ packagg nearin¢ completed. Work _ _
completion/Taking completion completion/Taking
over reports not or over reports not on
record. record.

Delay 18 More than five More than five More than four More than two

completion years years years years

It could be seen from above that all the test-chdqkrojects were delayed for periods
ranging from two to more than five years. Of theurfaest-checked projects,
Rajendranagar project was nearing completion ared ghrcentage of physical
progress was 9er cent. Although Musi | and Vikarabad projects were giatehave

1 Details are combined figures of water supply saitation
15 with the increased rates as per new SSR
16 excluding the cost of O&M fc¥ 14.66 crore included in administrative sanction
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been completed, completion reports followed by vagithking over reports were not
on record. As regards Musi Il project, executiomoirks relating to two out of three
packages was completed and the third package veamgeompletion (May 2016).

Implementing agencies attributed (April-May 2016¢ delay in execution to change
in alignment of pipelines, additional coverage céas, delay in shifting of utilities
and delay in land acquisition/permission from othgencies. In respect of Musi Zone
| project, expenditure had exceeded the projedtlmp¥ 13.11 crore as of May 2016.
Delay had resulted in letting untreated water Migsi river in respect of Musi Zone |
and Il projects. As regards the projects of Rajandgar, the underground drainage
lines and safe disposal system had not been prwidthe intended areas.

Government accepted (September 2016) the obsenvatith regard to excess
expenditure incurred in respect of Zone 1.

5.1.6.1 Award of works

As per Government orders (July 2003), the tendee@tng authority was to verify

the correctness of certificates submitted to mieeteligible criteria. For experience,
the authenticated agreements of previous worksuteedy the lowest tenderer were
to be verified. However, these instructions in extpof the following test-checked

projects were not followed.

The conditions of tenders invited (August 2007 nell2011) by HMWSSB for
execution of Sewerage system in South of Musi Zo&eH and by Public Health
department for UGD Vikarabad had provided for uglng of essential documents on
the e-procurement platform by tenderers, based lmohwtechnical bids were to be
evaluated. However, all these works were awardegtidéacontractors despite gaps in
certain key parameters in the technical bids sgcbvarall responsiveness, execution
of minimum quantities of work and critical equipmiench as cranes for laying pipes,
excavators etc.

Government stated (September 2016) that the evahuatas carried out by the

competent authority on the credentials uploadethbybidders and the bidders were
found responsive and that the genuineness of tkdentials uploaded by the

successful bidder was verified at the time of coditlg agreement.

The reply did not address the specific concerrsetaby Audit and no evidence or
record could be shown to Audit to the contrary.

5.1.6.2 Consent from Pollution Control Board

As per the provisions of Air and Water Prevention £ontrol Acts, 1931 and 1988,
respectively, the consent of State Pollution Cdrigmard was required to be obtained
before establishment of sewerage treatment andsh§system. Of the four test-
checked projects, STPs were proposed in Rajendsarsagl Vikarabad projects. In
respect of STP for Vikarabad project, the implenmgntagency had applied for
permission (December 2014) after commencementeotdmstruction work (January
2012) and the same was awaited as of August 20&fnigsion for STPs of
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Rajendranagar project had not been sought as of2@4¢. Thus, the construction of
STPs’ was taken up without obtaining the permission frdm State Pollution
Control Board.

Government accepted the observation and statede(8bpr 2016) that the audit
findings would be noted for future guidance.

5.1.6.3 Avoidable payments to contractors

On scrutiny of records of the test-checked projdbis following avoidable payments
to the contractors were observed.

Labour cess As per Government orders (2008), a provision teabe made in
the estimates towards labour cess at pae cent of the cost of work for
subsequent deductions from the contractors’ bilisl aemittance to labour
department. Accordingly, a provision f866.41 lakh was made in the estimates
of UGD project of Vikarabad. Instead of recoverthg same directly from the
bills, the department irregularly add&d6.25 lakh in the bills and recovered the
same amount towards labour cess. This had leddoeubenefit oR 46.25 lakh
to the contractor.

Value added taxValue Added Tax (VAT) at fouper cent was included in the
estimates prepared for manufacture, supply andeatgliof RCC S/S NP3 class
pipes of various diameters of UGD Project of Viked. In the 18 running
account bill VAT was added and finally recovereahfrthe contractor. Inclusion
of VAT in the estimates as well as agreements tedguh undue benefit &7.58
lakh to the contractor. The Department replied (NM8¢6) that VAT component
at raw material stage was different from the stafginished product. The reply
was irrelevant since VAT was separately added m rlnning account bill
despite having already been provided for in thereges.

Arithmetical inaccuracy: The unit rate for jointing with rubber ring and tiag

of RCC NP3 pipes 1000 mm dia as per contract381.96 per RMT with a
provision for excise duty &14.99 (at 8.24er cent) per RMT in UGD project of
Rajendranagar. Against this, the excise duty181.64 per RMT was incorrectly
applied. This resulted in excess paymer 663 lakh to the contractor.
Government accepted the observation and statedef8bpr 2016) that excess
payment made, if any, to the agency would be reealeduly examining the
calculations.

Dewatering pipeline trenches and fencing / watchirdighting charges The
agreement conditions of UGD Rajendrangar and #teofi items as per Bill of
Quantities enclosed to agreement differed in rdspedewatering of trenches,
fencing, watching and lighting. As per the agreetreanditions, the contractor
should provide and work for dewatering of trench&s)cing, watching and
lighting at his own cost, whereas in bill of quéies, these items of work were to
be paid to contractor. This was a case of defediyeement. An amount of

7 STPs in UGD (i) Vikarabad -13 MLD (ii) Rajendraysa - 23 MLD at Attapur and 5 MLD STP at

Miralam

18 Running meters
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¥76.63 lakh was paid (June 2015) to the contraabor suich works during
execution of the project.

Government stated (September 2016) that no provisias made in the
agreement that the contractor should provide andk ved his own cost for
dewatering of trenches. In respect of other itatmsas stated that, the contractor
had to bear the costs.

The reply was not acceptable as dewatering of hefiavas included in the
agreement under the clause ‘other aspects of wamdred under excavation’.

5.1.7 Recycle and reuse of treated water

As per the provisions of CPHEEO manual, adequaiaspshould be made for safe
disposal and treatment of sewage water. Audit ®keskthat,

i. Of the four test-checked projetissewage water was treated (as of June 2016)
only in respect of two projects (Sewerage syster8dath of Musi - Zone | and
Il). Sewage generated from these two projects weatdd in STP, Nagole.
However, only 94.01 MLEP out of 187.45 MLB' sewage water generated from
Musi Zone | and Il projects was planned to be &edatt STP Nagole. Thus, there
was inadequacy against 1@@ér cent benchmark prescribed by Gol. The State
Pollution Control Board issued notice in July 2Gléting that a lot of flow was
received from upstream and that STP, Nagole wasgainly 170 MLD of waste
water and the remaining sewage water was passioghe river Musi.
Government stated (September 2016) that the segageration projection was
for ultimate horizon year (30 years), whereas tHéP<Staken up were for
intermediate horizon years (15 years) as per thedstd norms/guidelines.
However, the capacity of existing STP at Nagole hlidady reached its peak
capacity and the remaining sewage was being dovéotever Musi.

il. Household connectivity was made in Rajendranagajegr and the STP at
Attapur was under trial run and at Miralam it wasder construction.
Construction of STP in Vikarabad project was nompteted. Execution of
projects was delayed for two to five years resglimnon-completion of STPs in
time.

Government accepted (September 2016) that the @/ERs not commissioned
except at Vikarabad.

iii. As of March 2016, there was no arrangement foraleay and reusing of treated
water, even though Gol prescribed benchmark gbe2@ent in this regard. Both
the treated as well as untreated sewage watemigelat Musi Zone | and Zone |
projects were being let out into the Musi river.eTBepartment stated (May
2016) that considerable capital investment would Heguired to make

9 (i) Rehabilitation and Strengthening of Seweraget&ysn Old City Area- South of Musi Zone-I,
Hyderabad (ii) Rehabilitation and StrengtheningSefverage System in Old City Area- South of
Musi Zone-ll, Hyderabad (iii) Underground Drainageoject to Rajendranagar, Hyderabad
(iv) Underground Drainage project to Vikarabad

20 Zone 1- 46.93 MLD , Zone Il - 47.08 MLD

1 Zone 1- 73.33 MLD , Zone Il - 114.12 MLD
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arrangements for utilising treated sewage watersuoh cases cost benefit
analysis would require to be made.
Government stated (September 2016) that HMWSSBplaming to introduce
additional modules for tertiary treatment on plaisis for recycling and reuse of
treated sewage water.
Letting out untreated water into the river was lobtm be environmentally hazardous
to aquatic life and public health in general.

5.1.8 Monitoring

Audit observed that the monitoring mechanism tous:ngimely completion of the
projects and quality checks was not adequate asfsma the following.

i. HMWSSB was engaging third party quality control mges for conducting

quality control checks on works. Even though HMWS8&d eight project
divisions and 20 operation and maintenance divssiinhad not established its
own laboratory. Government stated (September 20b&) the matter of
strengthening quality control and vigilance divissécircles and also
establishment of laboratories with suitable equiphier testing various materials
were under consideration.

In respect of UGD project of Vikarabad, agreemeithwhird party quality
control agency had expired in March 2015. Howeitehad not been extended
even though the work was still in progress. Governinstated (September 2016)
that the agreements with agencies were closed altigetr inability to continue
their services. As such quality tests were condldig departmental quality
control wing. However, no departmental test repodsge furnished to audit.
Quality Control wing had pointed (March — June 2000t various omissions
such as non-provision of grooves on the framesgcd8ification on pre-cast
manhole covers and variation in thickness of coeérs on the execution of Musi
| and Il projects, as detailed Wppendix-5.3 Audit observed that there was no
action taken reports on the deficiencies reportgdgibality control wing and
ATRs were not furnished by the executive agenay.the absence of ATRs, the
quality of the works executed could not be asceethiin audit. Government
stated (September 2016) that detailed circular @vdnd issued for compliance
with regard to corrective action to be taken onaiexficy reports.

5.1.9 Conclusion

Audit observed various shortcomings in the plannargl implementation of the
project. Arrangement for treatment of sewage wasdeéquate. There was shortfall in
release of funds by Gol and State Government. @mitgvas sanctioned as loan to
implementing agencies. Works were awarded, evenmgthamportant qualifying
parameters were not satisfied by the contractoosisént of State Pollution Control
Board was not obtained for installation of seweragatment plants. Projects were
not completed within the stipulated period. Defndies were noticed in monitoring
mechanism. Environmental hazards and public heetthcerns were not fully
addressed.
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5.2 Delayed remittances of EPF contributions resulted in
avoidable expenditure

Failure of Greater Warangal Municipal Corporation (GWMC) in timely
remittance of provident fund contributions resulted in avoidable expenditure
of ¥2.80 crore towards damage charges and interest

As per the provisions of Employees’ Provident FurfE®F) and Miscellaneous
Provisions Act 1952, the employer shall remit theoveries effected from the wages
of employees on account of Provident Fund (PFh&oRund Commissioner within
15 days after the end of the month. Failure toitresach recoveries within the
prescribed time attracts damage chargest exceeding the amount of arrears along
with interest at the rate of #r cent per annum.

During the audit (January 2015) of records of Cossioner, Greater Warangal
Municipal Corporation (GWMC), it was observed thiz Corporation had recovered
%10.01crore towards PF contributions from employees ffar period from January
2011 to November 2013, which was to be remittethto Regional Provident Fund
Commissioner. However, delay was noticed in rengtthe recoveries, ranging from
one month to thirty three months. The Regional Plent Fund Commissioner had
issued (March 2014) the notice for damage chargdsirgerest amounting t©2.80
croreé for delayed remittances of contribution by the @wation. GWMC had paid
Z2.55 crore in March 2015 ar®@0.25 crore in October 2015 from the Municipal
General Fund as damage charges and interest, wiaisha loss to Corporation; the
fund meant for other developmental works was atdised as interest and damages.

State Government accepted (June 2016) the audit\@igon and stated that the delay
in remittances was due to the lack of sufficieaffsind expertise in payment through
online systerft introduced by EPF authorities (effective from A@012i.e., March
paid in April).

5.3 Unfruitful expenditure on construction of office building

Failure to ensure adequate funds for construction fo office building for
Nizamabad Municipal Corporation resulted in unfruit ful expenditure of¥1.87
crore

The State Government had accorded (March 2008}isarfor the construction of a
new office building for Nizamabad Municipal Corptioa from the funds available
under a State sponsored schenRajiv Nagar Batd” at an estimated cost of
¥3.28 crore. Items of works as per estimates induaévil works, internal

electrification, water supply and sanitary arrangats, etc. Government initially

Five per cent (for delays less than two months), 4@ cent (for delays above two months and less
than four months), 1%er cent (for delays above four months and less than six th&)nand
25 per cent (for delays six months and above)

Damage chargésl.86 crore and intere$10.94 crore

Payment of contributions through Electronic Clialtum Return (ECR)

Introduced by State Government in 2005 for infuacdure development in urban areas
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released (July 2008)1.50 crore to the Nizamabad Municipal CorporatidM(C) for
taking up the construction work. As per the avaliigbof funds, NMC had invited
(February 2009) tenders for construction of offlmglding (civil works only) and
entrusted (February 2010) the work to the contraatoa contract value &1.87
crore. The work was completed in August 2011 aifbeurring an expenditure of
T1.87 crore. The expenditure in excess of Governmeaased was made by NMC
from its own fund®.

On scrutiny (April 2015) of the records of NMC audbserved that the building was
not occupied by Corporation, as certain civil wogkech as flooring, painting and
other essential works relating to electrificatiarater supply, sanitary items, furniture
etc., were not initiated. State Government hadretdased the balance amount of
%1.78 crore3 3.28 crore minug 1.50 crore) to NMC for taking up the other esséntia
works quoting (February 2016) other committed exitemne. Corporation had also
not initiated any action to complete the other e8ak works with their own
resources, despite having funds available with tHeaving the works unattended as
of July 2016.

The building remained incomplete since August 20drddering the expenditure of
%1.87 crore incurred completely infructuous.

The matter was reported to Government in Septer@dbé6; reply has not been
received (December 2016).

Hyderabad (L.TOCHHAWNG)
The Principal Accountant General (G&SSA)
Andhra Pradesh and Telangana

Countersigned

New Delhi (SHASHI KANT SHARMA)
The Comptroller and Auditor General of India

% Building Penalisation Scheme/Land Regularisatione®ne funds
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