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Preface

This Report of the Comptroller and Auditor General of India for the year ended March 2012
containing the results of the Performance Audit of the “Jawaharlal Nehru National Urban
Renewal Mission” (JNNURM) has been prepared for submission to the President of India

under Article 151 of the Constitution.

The Performance Audit was conducted between April 2011 to November 2011 through test-
check of records of the Ministry of Urban Development (MoUD), Ministry of Housing and
Urban Poverty Alleviation (MoHUPA) and various agencies of 25 states and 5 UTs. The

périod covered under the audit was 2005-06 to 2010-11.







Background

The Jawaharlal Nehru National Urban Renewal Mission (JNNURM) was launched in December 2005
with the objective of reforms-driven fast track development of cities across the country, with focus
on efficiency in urban infrastructure, service delivery mechanism, community participation and
accountability of ULBs / Parastatallagencies towards citizens. It envisaged total investment of more
than ¥ 1,00,000 crore, of which Central Government’s share would be 50,000 crore. The Central
Government’s Share was revised to ¥ 66,084.65 crore in 2009. The mission period was for seven
years (2005-2012). There were 65 cities identified as Mission Cities under the mission. JNNURM
consisted of two sub-missions: the ‘Urban Infrastructure and Governance (UIG)’ (Sub-mission 1) and
the ‘Basic Services to the Urban Poor’ (BSUP) (Sub-mission Il) for 65 identified mission cities. In
respect of other cities and towns, there were two components namely (i) ‘Urban Infrastructure
Development Scheme for Small& Medium Towns (UIDSSMT)’ and (ii) ‘Integrated Housing and Slum
Development Programme’ (IHSDP).

Ministry of Urban Development (MoUD) is the nodal ministry for ‘Urban Infrastructure and
Governance (UIG) and ‘Urban Infrastructure Development Scheme for Small & Medium Towns
(UIDSSMT)’. Urban infrastructure projects relating to water supply (including sanitation), sewerage,
solid waste management, road network, urban transport, redevelopment of inner (old) city areas etc
were executed under UIG and UIDSSMT. Ministry of Housing Urban Poverty Alleviation (MoHUPA) is
the nodal ministry for ‘Basic Services to the Urban Poor (BSUP)" and ‘Integrated Housing and Slum
Development Programme (IHSDP)’. These projects cover housing and slum development for
providing shelter, basic services and other related civic amenities.

(Para 1.2)

Against an allocation of ¥ 66,084.65 crore by the Planning Commission envisaged for INNURM during
the Mission period 2005-06 to 2011-12, a budgetary allocation of ¥ 45,066.23 crore was made during
this period. Against this allocation, only ¥ 40,584.21 crore had been released in respect of UIG,
UIDSSMT, BSUP and IHSDP, up to 2011-12.

(Para 1.5)

The time granted for completion of the projects, on an average, was around two years. However, out
of 2815 projects approved up to 31 March 2011, only 253 projects (8.9 per cent) could be completed
by 31 March 2011.

(Para 1.6)

Though urban renewal i.e. re-development of inner (old) cities area to reduce congestion was an
objective of INNURM, only 11 out of 532 projects and 10 out of 766 projects for urban renewal were
approved by MoUD under UIG and UIDSSMT respectively up to 2010-11.

(Para 1.7)

; Statutory agencies of state governments, which are assigned the responsibility for delivering services e.g. water,
sewerage etc. In this context, the term has been used for urban agencies.
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Audit scope and sample

The performance audit covered the implementation of the JNNURM scheme for the period 2005-06
to 2010-11. The audit was conducted in 25 out of 28 states and five out of seven union territories.
Audit involved scrutiny of records in MoUD and MoHUPA, 216 projects (82 housing projects and 134
urban infrastructure projects) in 39 out of 65 mission cities and 46 projects in other cities and towns.

(Para 2.2)

Audit findings
Structure for Project Implementation under JNNURM

Programme Management Units (PMUs) were to be established to assist the State Level Nodal
Agency in discharging their roles and responsibilities of appraisal of projects submitted by ULBs/
Parastatal agencies, monitoring physical and financial progress of projects, monitoring
implementation of reforms, to enhance capacity of SLNA by extending technical and advisory
support etc. The PMUs were not even established in nine States/UTs. Regarding the functioning of
the PMUs in the States/UTs where they had been set up, it was observed that they were not
performing the multifarious functions assigned to them in their entirety. There were also vacancies
in technical and other post(s) in States like Jharkhand, Uttarakhand and Odisha.

(Para 3.2.2)

Project Implementation Units (PIUs) were to be created as operative units to supplement and
enhance the skill mix of the ULBs. In 10 States, the PIUs had not been established. These were
Arunachal Pradesh, Bihar, Chandigarh, Delhi, Gujarat, Himachal Pradesh, Jammu and Kashmir,
Odisha, Puducherry and Sikkim. Even where the PIUs were established, they were not working
efficiently. There were vacancies in the PIUs.

(Para 3.2.3)

Implementation of Reforms

States and the ULBs were required to initiate reforms in line with the 74™ Constitutional Amendment
Act 1992, in accordance with the guidelines of INNURM and as per the tripartite Memorandum of
Agreement (MoA) signed by Gol, State Government and the Urban Local bodies. The reforms were
categorized as mandatory and optional reforms. Optional reforms were termed thus, as the cities
under JINNURM were to have the freedom to opt for any two reforms from the optional category in
each year of implementation.

MoUD was responsible for monitoring the status of all reforms. MoHUPA was also responsible for
specifically monitoring three pro-poor? reforms.

Conducting regular election for ULBs once in every five years was reinforced as a mandatory reform.
We observed that in six States, election for ULBs had not been held regularly. Similarly, it was
observed that as per data of the MoUD, 11 out of 31 States/UTs were said to have transferred all 18

2 Three reforms which are critical to slum improvement have been termed as pro-poor reforms in the guidelines for sub-
mission on BSUP issued by MoHUPA
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functions to the ULBs as mandated by reforms. In the remaining States, the number of functions
transferred to the ULBs varied. Even the transfer of city planning function could not be implemented
in 16 States/UTs.

(Para4.1.1)

It was observed that out of the 66 ULBs /Parastatals, who had committed to implement the reform
to shift to accrual based double entry accounting by 2010-11, 44 ULBs/ Parastatals had implemented
the reform.

(Para 4.1.3)

There were several reforms envisaged for augmenting sources of funding for ULBs/ Parastatals. We
found that 27 out of 51 ULBs /Parastatal had implemented the reform of 85 per cent coverage of
property tax by 2010-11. Similarly only 10 (Vijaywada, Hyderabad, Visakhapatnam, Chandigarh,
Faridabad, Bangalore, Mumbai, Pune, Shillong, and Lucknow) out of 39 selected cities had reported
90 per cent or more collection efficiencies. On the front of collection of user charges, we found that
out of 39 mission cities selected for audit scrutiny, mechanism for collection of user charges for
water supply and solid waste management was reportedly established in seven and five cities
respectively.

(Para 4.1.4)

Some of the reforms were required to be implemented to bring about greater transparency and
accountability. These reforms included enactment of ‘Public Disclosure Law’, e-governance set up,
introduction of property title certification, revision of building bye laws, computerized registration of
land and property etc. We observed that 20 States / UTs implemented the reform of enactment of
Public Disclosure Law. Out of 62 ULBs / Parastatals committing to implement e-governance by
2010-11, 27 achieved this reform. We found from MoUD records that none of the cities
implemented property title certification system. As regards revision of building bye laws for
streamlining the approval process, 21 ULBs which had committed to implement the reform by 2010-11,
did not implement it. We also observed that only 49 out of the committed 63 ULBs/parastatals
implemented the computerized registration of land and property as envisaged in the reforms.
(Para 4.1.5)

In respect of State level mandatory reforms, 16 States which had committed to implement the
reform “Amendment of rent control laws” by 2010-11, did not implement it by then. Similarly, in 13
States /UTs rate of stamp duty continued to remain over five percent.

(Para 4.1.7)

City Development Plans and Detailed Project Reports

One of the objectives of INNURM was the planned development of identified cities including peri-
urban areas, outgrowths®, urban corridors, so that urbanization takes place in a dispersed manner.
Another objective was to have integrated development of infrastructural services in the cities. To

achieve these objectives, a city development plan (CDP) was to be prepared by State/UT/ULB or

3 Urban agglomeration is a continuous urban spread constituting a town and its adjoining urban outgrowths. Examples of
Outgrowth are railway colonies, university campuses, port area, military camps etc. that may have come up near a
statutory town or city but within the revenue limits of a village or villages contiguous to the town or city.
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Parastatal for every identified mission city. The CDP was to be a comprehensive document for the
planned urban perspective framework for a period of 20-25 years (with 5 yearly updates) within

which projects were to be identified.

The next step was to prepare Detailed Project Reports (DPRs) for undertaking projects. During
appraisal of projects at Central level, DPR was to be scrutinized together with CDP. It was also
envisaged that owing to the importance of CDP, DPRs were not to be entertained without it. Thus

the CDP and DPRs were required to be prepared before the city could access mission funds.

In the selected States/UTs, we observed that in some cases the DPRs of individual projects had no
co-relation with the CDPs.
(Para 5.1)

We also found other deficiencies in the DPR like lack of details about availability of land, incomplete
DPR etc.
(Para 5.2)

Implementation of Housing Projects

Housing projects were undertaken under Basic Services to Urban Poor (BSUP) for the 65 mission
cities and Integrated Housing and Slum Development Programme (IHSDP) for cities and towns other
than mission cities.

Primarily the BSUP and IHSDP projects involved construction of dwelling units; however a few of the
projects covered only the upgradation of infrastructure amenities.

Out of the 1517 projects under BSUP and IHSDP, 82 projects were selected for audit scrutiny out of
which 53 were under BSUP and 29 were under IHSDP. It was seen that seven of these selected
projects had not even been started and one project was abandoned. Only one selected project i.e.
Housing for Urban Poor at Bawana, Narela and Bhoragarh, BSUP, Delhi sanctioned in 2007-08 was
reported as complete. The remaining 73 projects were still incomplete (March 2011).

Out of 16.07 lakh dwelling units approved, only 4.18 lakh dwelling units (26 per cent) were
completed by 31 March 2011. Out of the completed dwelling units, only 2.21 lakh dwelling units (53
per cent) were occupied.

(Para 6.1)

The audit findings indicated the risk of ineligible beneficiaries deriving benefits of this scheme
intended for the urban poor. Audit observed 11 instances where there were deficiencies in
identification of beneficiaries. For example, under BSUP, Kochi Phase-Il - Individual Houses, Kerala,
beneficiaries of three colonies were Corporation employees with regular source of income who were
not eligible for assistance admissible under the scheme of BSUP.

(Para 6.3)
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A major reason for projects not being taken up at all and delays in progress was due to non-
availability of land in time. In some cases land was made available only partly. In some States/UTs, it
was also seen that the land identified was already occupied by others and therefore not available.
Audit came across cases where delay in land acquisition was the reason for delayed completion of
housing projects

(Para 6.4)

In some States/UTs the beneficiary contribution had not been collected or was proposed to be
collected in deviation from JNNURM guidelines.
(Para 6.8)

We found cases where funds were diverted for purposes other than those admissible under
JNNURM and in some cases even for non-JINNURM purposes.
(Para 6.9)

In the Housing and slum development Parole, (Kathua), IHSDP Jammu and Kashmir the Executive
Officer (EO), Municipal Committee, Parole distributed an amount of ¥ 2.12 crore amongst unverified
beneficiaries at the rate of ¥ 30000/- per beneficiary for construction of houses. In BSUP Hyderabad
Andhra Pradesh, we found JNNURM funds of ¥ 72.72 crore released to Andhra Pradesh Housing
Board up to May 2010, were diverted to State Government Scheme (Rajeev Gruha Kalpa). Out of this
X 32.78 crore was utilized for refund of contributions to the beneficiaries.

(Para 6.10)

Implementation of Urban Infrastructure Projects

We selected 97 out of 532 projects under UIG and 37 out of 766 projects under UIDSSMT for
scrutiny.

In UP, not even a single urban infrastructure project had been completed in seven mission cities
whereas in Delhi, only four projects out of 28 sanctioned were completed. Comparatively, sizeable
number of projects had been completed in Gujarat (33 out of 71 projects), Karnataka (16 out of 46
projects) and Andhra Pradesh (17 out of 50 projects).

(Para 7.1)

We observed that in 37 selected water supply projects (21 projects under UIG and 16 projects under
UIDSSMT) five had not even been started and one project was withdrawn. Only three selected
projects were complete. The remaining 28 projects were under various stages of completion. There
were delays in completion in respect of several selected water supply projects due to clearances
from various agencies not taken or not received timely. Delay also took place due to land acquisition
and slow tendering process. As the projects remained incomplete, the machineries / equipments
purchased for implementation of water supply projects remained idle.

(Para 7.2)

In 11 selected solid waste management projects (six projects under UIG and five projects under
UIDSSMT), we observed that two had not even been started and the remaining nine projects were
not complete. We noticed delay in completion of projects due to non-availability of land,
environment and forest clearance, clearance from State Pollution Control Board and non-clearance
of site and public agitation. In four cases funds of ¥ 3.41 crore remained blocked due to purchase of

ix
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machinery and equipment in advance for implementation of solid waste management projects. In
Rohtak, Haryana, there was wasteful expenditure of ¥1.76 crore incurred on solid waste
management project due to change of site of the project by the State Government.

(Para 7.3)

In 56 selected sewerage projects we observed that three had not even been started, one project was
abandoned and five projects were deferred. Only four selected projects were complete and
remaining 43 projects were under various stages of completion. We also found that ¥ 26.15 crore
was paid as mobilization advance to two contractors in Sanitary and Sewerage System for Bilaspur
and sewerage treatment plant though mobilization advance was not to be paid as per the terms of
contracts.

(Para 7.4)

In 19 selected MRTS, roads & flyovers and other transport projects (10 under UIG and nine under
UIDSSMT), we found that one project was abandoned and two projects were withdrawn. Only three
projects were complete and remaining 13 were under various stages of completion. In two projects,
the Public works department (PWD) made a payment of ¥ 1.52 crore to the contractors for providing
the barricading at construction site. Incidentally, the PWD allowed the contractors to take away
these barricading with them after completion of work although it was the property of the
Government of National Capital Territory of Delhi as cost of these items had already been paid to the
contractors.

(Para 7.6.1 and 7.6.3)

As in the case of Housing Projects, in case of Urban infrastructure projects as well, We found 8 cases
where the funds of ¥114.68 crore had been diverted for purposes other than those admissible under
JNNURM and in some cases even for non-JNNURM purposes.

(Para 7.8)

In Assam, in respect of Water Supply project in Guwahati, we found that Guwahati Metropolitan
Development Authority (GMDA), the executing agency of the project, incurred an expenditure of
%2.62 crore towards land compensation till March 2011 while there was no provision for land
compensation in the estimated cost of DPR.

(Para7.8.1)

Financial Management

Funds under the mission were to be released as Additional Central Assistance (ACA) to the State
Government or the designated SLNA. The State Government /SLNA were to pass on the ACA along
with their matching share to implementing agencies.

The guidelines did not specify any timeframe within which releases were to be made after the
project was approved. The scrutiny of physical and financial progress report (up to 31.03.2011) as
seen from records of MoHUPA, revealed that there were delays in release of funds from the Central
Government to the respective SLNAs.

(Para 8.2)

As per JNNURM Guidelines, state governments were required to release the Additional Central
Assistance (as received from MoF / MHA) to ULBs / implementing agencies immediately with their
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matching share. We found that there were delays in releasing the matching share to implementing
agencies by some state governments. Similarly, we found shortfalls/ delays in release of the
matching share of the ULBs towards execution of projects.

(Para 8.3)

We observed that the Revolving Fund, (meant to leverage market funds for financing of further
investment in infrastructure projects in case of UIG/UIDSSMT and to be utilised for meeting
Operations and Maintenance expenses of assets created in case of BSUP and IHSDP) had not been
created by the SLNAs in 25 States/UTs. In three States (Andhra Pradesh, Tamil Nadu and West
Bengal) it was created partially. In two states, (Assam and Uttar Pradesh), though it was created but
it was utilized for meeting the expenses for preparation of DPRs/ Project Management Consultancy
Charges and execution of roads respectively.

(Para 8.5)

The State Government was required to release the ACA amount along with their matching share
immediately to the implementing agencies. The scrutiny of records of the projects selected revealed
that, in several cases the funds were parked by SLNAs or ULBs.

(Para 8.6)

We found that no specific instructions regarding utilization of interest earned on the amount

deposited into Bank. We also observed that 22 out of 30 States /UTs selected for audit, earned the

interest on the amount deposited into Bank to the tune of ¥ 210.35 crore up to 31* March 2011.
(Para 8.7)

We found that Utilization Certificates of ¥ 2436.78 crore (UIG) ¥ 2036.66 crore (UIDSSMT), ¥ 3054.05
crore (BSUP) and ¥ 2504.64 crore (IHSDP) as of May 2012, March 2011, March 2012 and March 2012
respectively were outstanding in MoUD and MoHUPA from the states/UTs.

(Para 8.11)

Monitoring and Evaluation

As per the scheme guidelines, the MoUD and MoHUPA were to periodically monitor their respective
components through designated officers of the Ministry for each State/UT.

We found that at the time of setting up the JNNURM directorate, no additional staff was created (as
the staffing pattern was not worked out) and the staff in the directorate had been posted by way of
internal adjustment in MoUD. We feel that the Ministry should have anticipated its role well in
advance to handle a scheme of such magnitude.

(Para 9.1.1)

For monitoring progress of projects sanctioned, it was stipulated that upon completion of the
project, nodal agency through the State Government would submit completion report in this regard.
However, during audit scrutiny, it was gathered that the same were not being sent to MoUD. As per
Ministry’s record, 105 projects under UIG had been completed up to 2010-11 whereas completion
certificate from three States /UT (Delhi, Maharashtra and Madhya Pradesh) for 10 projects only
were received in the Ministry (May 2010).

(Para 9.1.3)
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At the national level, an Advisory Group headed by a Technical Advisor drawn from civil society with
proven experience in mobilizing collective action for reforms in urban governance, was to be
constituted. We observed that against 61 meetings required to be held during March 2006 to March
2011 only 37 meetings were held by TAG.

(Para 9.1.4)

To keep track of the physical and financial progress of the projects throughout the project
development life cycle (pre-construction, construction, commissioning and trial run and post
construction), MoUD evolved a State level mechanism for third party monitoring and review of the
project sanctioned under the JNNURM Sub Mission-l (UIG) by an Independent Review and
Monitoring Agencies (IRMA) to be appointed by SLNA. Similarly, MoHUPA had also evolved such
mechanism to appoint Third Party Inspection and Monitoring Agencies (TPIMA) for review and
monitoring in respect of BSUP and IHSDP projects. Each project was supposed to be covered by an
IRMA/TPIMA and ground level feedback is provided over the entire project development life cycle to
all concerned stakeholders at the City, State and Central level.

During audit in MoUD, it was ascertained that only 27 States / UTs had appointed IRMA for third
party monitoring of the projects. MoUD could not intimate as to whether all the projects in these 27
States / UTs had been covered or not. MoUD checked only compliance of guidelines of toolkit
regarding ‘appointment of IRMA’ at the time of appraising the proposal for the selection of IRMA
and did not ensure compliance of other guidelines by periodical review of the reports. As such it did
not ensure that there were activities of IRMA in all the four stages of projects i.e. pre-construction
stage, construction stage, commissioning, trial run, testing stage and post-construction stage, as per
toolkit.

TPIMA had been appointed by 21 out of 30 States/UTs as of February 2012. The same had not been
appointed in Arunachal Pradesh, Bihar, Dadra & Nagar Haveli, Daman & Diu, Jharkhand, Meghalaya,
Punjab and Sikkim.

(Para9.2.1)

What do we recommend?

® Government of India may consider giving suitable incentives to those States which are
implementing the reforms as envisaged in JNNURM guidelines and MoA. Besides, capacity
building in terms of finance and human resources may be enhanced so that the States may
achieve the pending reforms within the extended period i.e. up to 31 March 2014.

® Efforts may be made to give wide publicity to such schemes through local newspaper and
local cable network so that eligible beneficiaries get included in these housing projects.

® Government of India may review the status of all housing projects and step up the efforts to
make allotment to eligible beneficiaries. Gol may also consider giving incentives to those
States which has put assets created to use at the earliest.

® Government of India may strengthen the monitoring of the execution of projects so that
there are no diversions to in-eligible beneficiaries / schemes.

® Government of India may monitor the delays and their causes more closely and due
importance should be given to timely completion of projects.
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Both Ministry of Urban Development and Ministry of Housing and Urban Poverty Alleviation
should introduce a zero tolerance policy at all levels in respect of irregular expenditure and
diversion of funds by way of greater financial discipline.

The fund flow arrangements i.e. from the Centre to the implementing agencies via the SLNA/
States/UTs may be rationalised in their timing and quantum as per ground level status of
projects to ensure minimum unspent/excess amount outside government accounts.

The provisions of timely submission of utilization certificates may be reiterated and Gol
should advise States /UTs for strict compliance of the same.

Government may identify the deficiencies in the monitoring of the scheme both at Gol level
as well at the State/UT level and address the same during the next two years.

xiii
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The Jawaharlal Nehru National Urban Renewal Mission (JNNURM) was launched on 3 December
2005 with the objective of reforms-driven, fast track development of cities across the country, with
focus on efficiency in urban infrastructure, service delivery mechanism, community participation and
accountabilities of ULBs / Parastatal' agencies towards citizens. An investment of more than
%1,00,000 crore during the seven year period from 2005-06 to 2011-12 was envisaged in the
mission. The share of the Central Government was committed to be ¥ 50,000 crore. State
Governments and Urban Local Bodies were expected to contribute the remaining ¥ 50,000 crore.
The Central Government’s Share was revised to ¥ 66,084.65 crore in 2009.

The mission was conceived against the background of the fact that most cities and towns were
severely stressed in terms of infrastructure and service availability and their growth and
development was constrained by indifferent implementation of the Constitution (seventy-fourth)
Amendment Act, 1992°, and continuation of statutes, systems and procedures that impeded the
operation of land and housing markets. It was also felt that in order to make cities work efficiently
and equitably, it was essential to create incentives and support urban reforms at state and city
levels; develop appropriate enabling and regulatory frameworks; enhance the creditworthiness of
municipalities; and integrate the poor with the service delivery system.

1.1 Objectives and expected outcomes of the Mission
The objectives of INNURM were:

a) Focused attention to integrated development of infrastructural services in the cities
covered under the Mission.

b) Establishment of linkages between asset-creation and asset-management through a
slew of reforms for long-term project sustainability.

c) Ensure adequate funds to meet the deficiencies in urban infrastructural services.

d) Planned development of identified cities including peri-urban® areas, outgrowths and
urban corridors leading to dispersed urbanization®.

e) Scale-up delivery of civic amenities and provision of utilities with emphasis on universal
access to the urban poor.

f) Special focus on urban renewal programme for the old city area to reduce congestion;
and

Statutory agencies of state governments, which are assigned the responsibility for delivering services e.g. water,
sewerage etc. In this context, the term has been used for urban agencies.

Twelth Schedule was added in the Constitution which provides devolution by State Legislature of powers and
responsibilities upon municipalities.

Immediately adjoining an urban area; between the suburbs and the countryside.

Urbanization is the physical growth of urban areas as a result of global change or the increase in proportion of the total
population becomes concentrated in towns. (As per Wikipedia — free encyclopedia website)
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g) Provision of basic services to the urban poor including security of tenure at affordable
prices, improved housing, water supply and sanitation and ensuring delivery of other
existing universal services of the government for education, health and social security.

The period of the Mission was seven years, from 2005-06 to 2011-12. According to the overview of
the scheme guidelines, the expected outcomes to be achieved by ULBs and parastatal agencies on
completion of the mission period were:

1. Modern and transparent budgeting, accounting and financial management systems will
be designed and adopted for all urban services and governance functions.

2. City-wide framework for planning and governance will be established and become
operational.

3. Allurban residents will be able to obtain access to a basic level of urban services.

4. Financially self-sustaining agencies for urban governance and service delivery will be
established through reforms to major revenue instruments.

5. Local services and governance will be conducted in a manner that is transparent and
accountable to citizens.

6. E-governance applications will be introduced in core functions of ULBs/Parastatal
resulting in reduced cost and time of service delivery processes.

1.2  Sub missions of INNURM

JNNURM consisted of two sub-missions. Sub-mission for ‘Urban Infrastructure and Governance
(UIG)’ (Sub-mission 1) administered by Ministry of Urban Development (MoUD). The main thrust of
this sub-mission was on infrastructure projects relating to water supply and sanitation, sewerage,
solid waste management, road network, urban transport and redevelopment of old city areas.

Sub-mission Il for Basic Services for Urban Poor (BSUP) was administered by Ministry of Housing
and Urban Poverty Alleviation (MoHUPA). The main thrust of this sub-mission was on integrated
development of slums through projects for providing shelter, basic services and other related civic
amenities.

65 mission cities were covered under UIG and BSUP. To cater to the remaining cities and towns,
two components were envisaged, ‘Urban Infrastructure Development Scheme for Small & Medium
Towns (UIDSSMT)” and ‘Integrated Housing and Slum Development Programme’ (IHSDP) with the
same broad objectives as envisaged in UIG and BSUP.

Other than infrastructure and housing projects, the objective of JINNURM was to also provide an
enabling environment for growth of cities by enhancing effective urban service delivery and civic
infrastructure through improvements in urban management, land management, financial
management and stakeholder participation in local governance. State Governments and Urban Local
Bodies were thus, required to accept an agenda of reforms”.

> Implementation of reforms as per accepted timeline
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Though the mission period was contemplated till March 2012, the Planning Commission, in January
2012, agreed to make the budgetary provisions for two years beyond the mission period for
completion of projects.

1.3 Mission cities

65 cities were identified as Mission Cities under UIG and BSUP sub-missions of JINNURM. These were
taken up as per Census 2001 and as per given norms/criteria indicated below:

Table No. 1.1: State wise and category wise list of 65 mission cities / Urban Agglomerations (UAs)
as per 2001 Census

Name of State/UT

Category A -Mega Category B -Million plus Category C - Identified

Andhra Pradesh

Cities /UAs
(4 million plus
population)

Hyderabad

cities /UAs
(1 million plus but less
than 4 million
population)
Vishakhapatanam,

Cities /UAs (less than one
million population with
religious / historic and
tourist importance)

Tirupati

Vijayawada
2. Arunachal Pradesh - - Itanagar
3. Assam - - Guwahati
4. Bihar - Patna Bodh Gaya
5. Chandigarh - - Chandigarh
6. Chhattisgarh - - Raipur
7. Dadra & Nagar Haveli - - -
8. Daman & Diu - - -
9. Delhi Delhi - -
Goa - = Panaji
Gujarat Ahmedabad Vadodara, Surat, Rajkot Porbandar
Haryana - Faridabad -
Himachal Pradesh - - Shimla
Jammu & Kashmir - Jammu, Srinagar
Jharkhand - Jamshedpur, Dhanbad Ranchi
Karnataka Bangalore Mysore,
Kerala - Cochin Thiruvananthapuram
Madhya Pradesh - Bhopal, Jabalpur, Indore Ujjain
Maharashtra Greater Mumbai Nashik, Pune, Nagpur Nanded
Manipur - - Imphal
Meghalaya - - Shillong
Mizoram - - Aizawal
Nagaland - - Kohima
Odisha - - Bhubaneshwar, Puri
Puducherry B - Puducherry
Punjab Ludhiana, Amritsar -
Rajasthan - Jaipur Ajmer-Pushkar
Sikkim - - Gangtok
Tamil Nadu Chennai Madurai, Coimbatore -
Tripura - - Agartala
Uttar Pradesh - Lucknow, Kanpur, Mathura
Meerut, Allahabad,
Varanasi, Agra
Uttarakhand - Dehradun, Nainital,
Haridwar
West Bengal Kolkata Asansole -
Lakshadweep -
Andaman & Nicobar Island - - -
7 28 30

Source: Annual Report of year 2009-10 of Ministry of Urban Development
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The funding pattern for projects under UIG and BSUP was as under:

Table No. 1.2: Funding pattern for projects under UIG and BSUP
(Figures in percentage)

Category of Cities/Towns/UAs UIG BSUP
Grant ULB or Grant State/ULB/
Parastatal Central Parastatal
Centre State
Share /Loan Share Share,
share share 3 £

from including
Financial Beneficiary
Institutions Contribution

CItIES/U.AS with 4 million plus 35 15 50 50 50

population as per 2001 census

Cities/UAs with million plus but less

than 4 million population as per 2001 50 20 30 50 50

census

Cities/towns/UAs in North Eastern

States and Jammu & Kashmir s " I w 1w

Cltoes/ UAs other than those 80 10 10 80 20

mentioned above

For setting up de-salination plants

within 20 Kms. from sea-shore and

h ;
other urban areas predominantly 80 10 10

facing water scarcity due to brackish
water and non-availability of surface
source.

Source: Guidelines of UIG and BSUP
1.4 Cities and towns other than mission cities

To cater to cities and towns other than mission cities, two components- UIDSSMT and IHSDP were
envisaged under JNNURM. In respect of UIDSSMT projects, funding was in the ratio of 80:10
between Central Government & State Government and the balance 10 per cent was to be raised by
the nodal/ implementing agencies. Implementing agencies could substitute internal resources for
funds to be raised from financial institution.

In respect of IHSDP projects funding was in the ratio of 80:20 between Central Government and
State Government/ULBs/Parastatal. It was also envisaged that States/ Implementing agencies may
raise their contribution from their own resources or from beneficiary contribution/ financial
institutions.

1.5 Allocation of funds and release of ACA by the Central Government

The Planning Commission originally made allocation of Additional Central Assistance (ACA) of
< 50,000 crore for seven years (2005-06 to 2011-12). This was revised to % 66,084.65 crore (BSUP —
% 16356.35 crore, IHSDP — X 6828.31 crore, UIG — % 31500.00 crore and UIDSSMT — % 11400.00
crore) during the year 2008-09. Over a period of seven years from 2005-06 to 2011-12, Gol has
already released < 40,584.21 crore (BSUP- X 8605.64 crore, IHSDP - X 4941.69 crore, UIG -
% 18543.66 crore and UIDSSMT X 8493.22 crore) under the mission.
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The year wise budgetary allocation and releases during 2005-06 to 2011-12 is given in the table
below:

Table No. 1.3: Allocation and actual releases of additional central assistance

(X in crore)

Total Total Percentage
allocation releases  of shortfall

Allocation

Allocation

Actual
Releases

Actual
Releases

Actual
Releases

Allocation

2005-06 500.00 90.11 90.00 87.47 0.00 72.14 0.00 590.00 249.72 57.67
2006-07 2500.00 1262.96 900.00  1248.97 761.00 901.78 362.00 492.62 4523.00 3906.33 13.63
2007-08 2541.08 2529.84 1204.00  1204.00 1195.05  1192.80 789.96 792.24 5730.09 5718.88 0.20
2008-09 4455.37 4544.47 327969  3280.26 181338  1582.92 1113.88 1296.20 10662.32 10703.85 (-)0.39
2009-10 3921.97 3977.88 494.15 298.82 134436 133837 786.74 780.72 6547.22 6395.79 231
2010-11 5291.63 1930.93 1508.71 122344 1629.75  1925.40 587.43 880.25 9017.52 5960.02 3391
2011-12 4259.41 4207.47 1315.67  1150.26 1721.00  1592.23 700.00 699.66 7996.08 7649.62 433
Total 23469.46  18543.66 879222  8493.22 8464.54  8605.64 4340.01 494169 45066.23 40584.21 9.95

Source: Data obtained from MoUD and MoHUPA

Table No. 1.4: State-wise allocation made by the Planning Commission and release of ACA during
the period 2005-06 to 2011-12

(X in crore)

State / UT ACA allocation and releases during 2005-06 to 2011-12
uIG UIDSSMT BSUP IHSDP Total Total
Allocation Releases  Allocation Releases  Allocation  Releases  Allocation Releases Allocation Releases

Andhra
Pradesh 2118.45 1643.58 490.31 1951.94 1547.42 1287.61 764.57 579.90 4920.75 5463.03
Stimasi 107.40 112.42 7.46 35.42 43.95 12.67 24.52 4.48 183.33 164.99
Pradesh
Assam 273.20 269.46 101.29 123.65 121.94 48.80 67.25 35.11 563.68 477.02
Bihar 592.41 112.98 254.78 106.74 531.54 78.19 168.07 105.35 1546.80 403.26
Chhattisgarh 248.03 224.56 134.78 134,73 385.21 169.29 158.83 118.31 926.85 646.89
Goa 120.94 6.22 22.11 11.05 11.43 1.15 35.79 0.00 190.27 18.42
Gujarat 2578.81 1878.44 351.82 328.67 1015.56 680.09 256.25 145.75 4202.44 3032.95
Haryana 323.32 253.27 195.59 96.28 57.31 31.18 209.70 153.86 785.92 534.59
Hi hal

Bt 130.66 38.10 17.44 32.79 31.29 7.37 37.07 24.39 216.46 102.65
Pradesh
s g 488.36 236.67 3545  183.54 140.18 47.15 117.34 71.66 781.33 539.02
Kashmir
Jharkhand 941.20 201.64 114.52 40.03 351.09 82.18 136.00 65.66 1542.81 389.51
Karnataka 1524.59 1084.55 443.14 489.31 407.97 316.75 222.69 218.60 2598.39 2109.21
Kerala 674.76 273.20 232.82 173.41 250.00 132.83 198.83 143.83 1356.41 723.27
Madhya
Pradesh 1328.50 727.55 438.43 485.94 351.10 226.47 276.64 133.96 2394.67 1573.92
W ELETERIE] 5505.55 4149.64 664.76 1825.2 3372.56 1749.47 1130.60 726.61 10673.47 8450.92
Manipur 152.87 58.46 12.60 28.45 4391 32.93 32.35 32.35 241.73 152.19
Meghalaya 156.68 129.38 7.19 6.45 40.35 26.12 28.97 11.21 233.19 173.16
Mizoram 148.22 12.82 8.24 7.00 80.11 40.06 29.78 29.78 266.35 89.66
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Nagaland 116.28 35.86 10.28 1.91 105.60 79.20 44.14 29.92 276.30 146.89
Odisha 32235 240.76 181.79 91.70 78.74 31.20 176.33 115.70 759.21 479.36
Punjab 707.75 171.36 226.60 179.36 444.46 26.39 172.56 66.77 1551.37 443.88
Rajasthan 748.69 482.60 401.43 284.22 383.46 85.47 424.56 317.65 1958.14 1169.94
Sikkim 106.13 41.94 1.20 36.17 29.06 21.79 20.90 8.96 157.29 108.86
Tamil Nadu 2250.66 1578.71 705.97 566.90 1107.80  649.36 349.38 328.14 4413.81 3123.11
Tripura 140.18 74.53 13.76 63.42 23.66 13.96 28.36 34.55 205.96 186.46
Uttar Pradesh 2769.41 2183.20 947.92 843.82 1165.22 823.49 854.41 683.22 5736.96 4533.73
Uttrakhand 405.34 208.24 46.70 24.69 97.84 18.90 63.58 62.75 613.46 314.58
West Bengal 3218.40 1167.73 315.25 301.30 2126.98  1000.46 681.04 646.36 6341.67 3115.85
Delhi 2823.18 815.33 1.12 0.00 1481.28  473.24 0.00 0.00 4305.58 1288.57
Puducherry 206.80 78.25 5.57 31.34 83.20 29.94 26.95 2.74 322.52 142.27
A&N Islands 0.00 0.00 4.48 0.00 0.00 0.00 27.29 5.53 31.77 5.53
Chandigarh 270.87 52.23 0.00 0.00 446.13 374.28 0.00 0.00 717.00 426.51
Lakswadweep 0.00 0.00 1.04 0.00 0.00 0.00 21.03 0.00 22.07 0.00
Daman & Diu 0.00 0.00 2.20 0.31 0.00 0.00 21.97 0.29 24.17 0.60
Badard: | 0.00 0.00 1.93 7.46 0.00 0.00 20.56 1.67 22.49 9.13
Nagar Haveli

Total® 31499.99  18543.68  6399.977  8493.20 16356.35 8597.99 6828.31  4905.10° 66084.66  40584.08

Source: Information provided by MoUD and MoHUPA

Note:  *Additional ¥ 44.15 crore were released for DPR preparation charges, PMU/ PIU, TPIMA and capacity
building for which no state figure was made available to Audit.

From the above table it may be seen that there were significant shortfalls in release of ACA against
revised allocation made by Planning Commission in respect of UIG, BSUP and IHSDP®. For instance, in
the case of UIG the shortfall was as high as 94.86 per cent in Goa and there were 14 states / UTs
where the releases were short by more than 50 per cent. Similarly, in case of BSUP Projects there
were shortfalls in all states with Bihar (85.29 per cent), Goa (89.94 per cent), Himachal Pradesh
(76.45 per cent), Jharkhand (76.59 per cent), Punjab (94.06 per cent) and Rajasthan (77.67 per cent)
showing shortfalls of more than 75 per cent. There were considerable shortfalls in IHSDP releases
also with no release in respect of Goa and Lakshadweep.

® Difference of total in table numbers 1.3 and 1.4 due to rounding of figures in the data provided by both the Ministries.

T February 2009, total allocation for UIDSSMT was enhanced to ¥ 11,400 crore which was not bifurcated state wise.
Hence, state-wise allocations under UIDSSMT continued to reflect original allocation.

® As state-wise revised allocations were not available for UIDSSMT analysis of shortfall was not done.
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1.6  Status of the projects

The table below gives the year wise and component wise break-up of the projects approved.

Table No. 1.5: Year and component wise break-up of the projects approved

Component  2005-06 2006-07 2007-08 2008-09 2009-10 2010-11  Total

UIG

BSUP
UIDSSMT
IHSDP

Total Projects

Cumulative
total

Source: As per information obtained from MoUD and MoHUPA

The time granted for completion of the projects, on an average was around two years. Of the 2815
projects approved up to 31 March 2011, 2482 projects (approximately 88 per cent) had been
approved up to 31 March 2009. However, it could be seen from the table below that only 8.98 per
cent of the total projects could be completed as on 31 March 2011.

Table No. 1.6: Status of projects as on 31 March 2011

Component Status of Project

Total Not Started Under Progress Completed
(Percentage)
uiG 532 65 362 105 (19.73)
UIDSSMT 766 42 598 126 (16.44)
BSUP 499 84 407 8 (1.60)
IHSDP 1018 91 913 14 (1.37)
Total 2815 282 2280 253 (8.98)

Source: As per information obtained from MoUD and MoHUPA
1.7 Urban Renewal Projects

One of the objectives of the Mission was to take up urban renewal programmes i.e. re-development
of inner (old) cities area to reduce congestion. However, it was observed that out of 532 projects
approved under UIG, upto 2010-11, only eleven projects were related to urban renewal. These
projects were approved for eight cities (Hyderabad, Delhi, Ajmer-Pushkar, Kochin, lJaipur,
Bhubaneswar, Bhopal and Kolkata). Even out of these eleven projects, only two projects, both in
Bhopal, had been completed. Eight projects were still in progress whereas one project of Cochin
approved in 2009-10 remained a non starter, even after lapse of more than one year of approval.

In respect of UIDSSMT, out of 766 projects approved, up to 2010-11, only a meager 10 urban
renewal projects had been approved for ten cities. Even out of these ten projects, only one project
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in Kolhapur, Maharashtra could be completed and in the remaining nine projects, the work was in

progress.

MoUD replied that it is for the States to prioritize the project and submit the same to the Ministry
for consideration / approval.

The reply should be viewed against the fact that ‘Urban Renewal Projects’ was one of the principal
objectives of the Mission and Ministry should have taken effective steps for taking up
re-development of inner (old) cities area.
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Chapter 2 Audit approach

2.1 Audit objectives

The objective of the performance audit was to assess the implementation of the scheme and
ascertain whether:

e The reform agenda sought to be achieved has been achieved

e City Development Plans (CDP) were comprehensive and were based on a detailed
assessment of requirements and on surveys and feedback from stakeholders

e Individual projects were selected and planned appropriately in accordance with the CDP

e Projects were executed efficiently and economically to achieve integrated development
of infrastructural services and ensured basic services to urban poor

e Adequate arrangements for Operation and Maintenance of created assets were made
e Financial management controls were adequately exercised
e There was a mechanism for adequate and effective monitoring and evaluation

2.2  Audit scope and sample

The performance audit covered the implementation of the INNURM scheme for the period 2005-06
to 2010-11. The audit was conducted in 25 states’ and five union territories'®

The audit sample comprised 216 projects in 39 mission cities and 46 cities and towns other than
mission cities. Out of these 216 projects, there were 82 housing projects and 134 urban
infrastructure projects. In these projects, the focus of audit was on ground level execution. Audit did
not cover purchase of buses under urban transport as this was a procurement issue and not project
oriented.

Table No. 2.1: Total projects approved and selected for audit under various components

Name of the Component Urban Infrastructure Projects

Housing Projects Total
UIDSSMT BSUP IHSDP
Total number of projects™! 766 499 1018
Number of projects selected 97" 37 53 29

2.3  Audit criteria

The main sources of audit criteria were:

e Guidelines, instructions / circulars / orders issued by MoUD, MoHUPA, Ministry of
Finance and Planning Commission in respect of the JNNURM Scheme.

> Except Goa, Mizoram and Tripura
A Except Andaman & Nicobar Islands and Lakshadweep
1 Approved upto 31 March 2011

12 < g
Four withdrawn projects were also selected.
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e Memorandum of Agreement signed between State/UT, Government of India and Urban
Local Bodies

e City Development Plan of selected cities

e Detailed Projects Reports of selected projects

e Toolkits issued by MoUD/MoHUPA for various issues under JNNURM

e Minutes of the meetings of Central Sanctioning and Monitoring Committees.
2.4  Audit methodology

Prior to the commencement of the Performance Audit, a pilot study was conducted in Dehradun in
June / July 2010. Based on this pilot study as well as a study of INNURM related documents including
the scheme guidelines, the performance audit guidelines were issued to all the participating field
offices which were to conduct the audit in their respective states. The field audit in the States took
place between April 2011 and November 2011.

Entry conferences with MoHUPA and MoUD took place on 23 June 2011 and 09 September 2011
respectively. These entry conferences served to explain and discuss the audit methodology, scope,

objectives and criteria. The selected States and UTs also conducted entry conferences.

Audit at Government of India level covered the audit of MoUD and MoHUPA and interaction with
other stakeholders like Ministry of Finance (MoF), Ministry of Home Affairs (MHA) and Planning

Commission etc.

Field audit at the State level involved the audit of State Government Departments, State Level Nodal
Agencies and ULBs / Parastatal agencies, which were responsible for implementation of the projects.
Site visits of selected projects were also carried out. In some cases, the audit teams were
accompanied with officials from the department concerned. Surveys of intended beneficiaries were

also carried out.

Draft audit findings were issued to respective State Governments for confirmation of facts and
figures and seeking comments on the audit observations. Exit Conferences were held in all selected
States / UTs (except Dadra and Nagar Haveli) to discuss audit findings. The replies of the State/UT
governments where ever received were considered and suitably incorporated in the report.

The Draft Performance Audit Report was issued to MoUD and MoHUPA on 16 March 2012. The
replies of both the ministries have also been suitably incorporated in this report. Exit conferences
were held with MoHUPA and MoUD on 20 June 2012 and 21 June 2012 respectively to discuss the
audit findings.

2.5 Acknowledgement o

Audit acknowledges the co-operation and assistance extended by MoUD, MoHUPA, MoF, MHA,
Planning Commission, State Governments, Urban Local Bodies and their implementing agencies
during the course of this performance audit.
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Chapter 3  Structure for Project Implementation under INNURM

While reforms were envisaged under the JNNURM, the basic thrust of the mission was project
driven. The objectives of the Mission were proposed to be met through the adoption of the

following strategy:

(i) Every city was expected to formulate a City Development Plan (CDP) integrating land
use with services, urban transport and environment management. The CDP was to
provide a urban perspective framework for a period of 20-25 years (with 5 yearly
updates) indicating policies, programmes and strategies of meeting fund requirements

to be prepared by every identified city.

(i)  Cities / Urban Agglomerations/ Parastatals were required to prepare Detailed Project
Reports (DPR) for undertaking projects under identified areas on the basis of CDP. In
order to seek INNURM assistance, projects need to be developed in such a manner so
that optimization of the life-cycle costs over the planning horizon of the project could
be ensured and demonstrated. A revolving fund was to be created to meet the
Operation and Maintenance (O&M) requirements of assets created, over the planning

horizon.

(iii)  Private Sector Participation in development, management and financing of urban

infrastructure was also envisaged.

(iv)  The Central and State Government were required to release funds directly as grants-in
aid to the state level nodal agency (SLNA) designated by the State. The funds for
identified projects across cities were to be disbursed to the Urban Local Bodies
(ULB)/Parastatal agency through the designated SLNA as a soft loan or grant-cum-loan
or grant. The SLNA / ULBs in turn could leverage additional resources from other

sources like financial institutions / private sector / capital market.
3.1 Role of Central Government

JNNURM functions under the overall guidance and supervision of a National Steering Group (NSG),
chaired by the Minister of Urban Development and co-chaired by the Minister of State for Housing
and Urban Poverty Alleviation. Other members in the NSG are the two Secretaries of the respective
ministries i.e MoUD and MoHUPA, Secretary (Expenditure), Secretary (Planning Commission) and
National Technical Advisor. The NSG, a coordinating arm of the Government of India, provides policy
oversight and evolves policies to facilitate the achievements of INNURM objectives. It sets policies
for implementation, monitor and review progress, and suggests corrective actions where necessary.

The NSG also reviews the implementation of reforms.

The institutional arrangements for the mission at the national level comprised two mission

directorates, one in MoUD and one in MoHUPA.

11
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3.1.1 Central Government’s role in appraisal of projects

There are two Central Sanctioning and Monitoring Committees (CSMCs) headed by respective
Secretaries of MoUD and MoHUPA, for UIG and BSUP respectively entrusted with sanction, approval
and monitoring of the projects and associated reforms. The projects under UIG were to be appraised
by the Central Public Health and Environmental Engineering Organization (CPHEEQ), Central Public
Work Department (CPWD), Urban Transport Division of MoUD and Water and Power Consultancy
Services (WAPCOS), while projects under BSUP were to be appraised by the Building Material and
Technology Promotion Council (BMTPC) and Housing and Urban Development Corporation (HUDCO).

For UIDSSMT, the CSMC however, had no role for appraisal of projects. MoUD instead deputed its
representatives to the State Level Sanctioning Committee where the UIDSSMT project would get
approved. Thus the SLNA had to forward the appraised projects to MoUD, Planning Commission and
Town and Country Planning Organization so as to reach at least 15 days before the meeting of State
Level Sanctioning Committee for enabling their representatives to offer their comments / views on

the projects in the meeting.

The Central Sanctioning Committee (CSC) chaired by Secretary MoHUPA was to examine and
approve the projects under IHSDP. The ULBs and implementing agencies were to submit DPRs to
their respective SLNA for appraisal. CSC was required to examine and approve the projects
submitted by State Level Nodal Agencies on the recommendation of the State Level Co-ordination
Committee (SLCC).

3.1.2 Role of Central Government in financial management

Central Government was to release ACA to the State/SLNA in installments as per JNNURM
guidelines. The details regarding this are given in chapter eight. The process of fund flow has been

given in figure 3.1.
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Figure 3.1: Process, Sanction and Disbursements for UIG and BSUP projects
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3.2 Role of State Governments

At the State Level, a State Level Steering Committee (SLSC) as well as a State Level Nodal Agency was
to be set up. The role of the SLSC was to screen and prioritize the identified projects and recommend
to the CSMC concerned for UIG and BSUP for sanction of the project. The SLSC was to monitor the
implementation of projects and reforms and review the progress of urban reforms in the State.

13
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The SLSC was to be assisted by the State Level Nodal Agency (SLNA) which was to play a key role in
prioritizing and implementing the projects under JNNURM. The main functions of SLNA were to
appraise projects submitted by different agencies, obtaining approval of SLSC, management of State
and Central grants, release of funds to parastatal agencies/ executing agencies, monitoring and
submitting quarterly progress reports to the ministries. The scheme envisaged that funds from
Central and State Government would flow directly to the SLNA, designated by the State; the funds
for identified projects across cities were to be disbursed to the ULB/ Parastatal agency through the
SLNA as a soft loan or grant-cum-loan or grant. The SLNA/ ULBs in turn were to leverage additional
resources from other sources like financial institutions/ private sector/ capital market.

The program also envisaged a Programme Management Unit (PMU) at the State Level as well as
Project Implementation Unit (PIU) at ULB level.

3.2.1 State Level Nodal Agency

Although SLNAs had been appointed in every State, it was seen in audit that the SLNAs were
appointed in Puducherry and Uttarakhand after considerable delay in 2007 and 2008 respectively.
The SLNAs in most states continued to be short of staff. In Delhi, because of shortage of technical
staff central assistance funds were not released to the SLNA but directly to the executing agencies
and in Uttarakhand, because of the shortage of staff, project appraisal was not done by the SLNA. In
Chandigarh, SLNA was bypassed and DPRs were sent directly to MoUD by ULBs for approval. In reply
the SLNA stated that monitoring of physical and financial targets was being done by the SLNA but did
not give any reason as to why projects were sent directly to MoUD. In Jharkhand, instead of SLNA,
the technical cell of the Urban Development Department scrutinized the DPRs.

MoUD accepted (April 2012) that some of the States were slow in constitution of SLNA due to
capacity constraints or due to lack of understanding of the requirement and stated that the Ministry
was seized off the need for creating a professional cadre for the urban sector. MoUD also stated that
no ACA was released without approval of SLSC/SLCC at state level.

MoUD further stated (May 2012) that presently 31 SLNAs are functional in different states and are
supported by the Project Management Unit at state level, and by Project Implementation Unit at the
city level.

MoHUPA stated (April 2012) that many states lagged behind during the initial years of the Mission in
setting up the required structures. The reasons included lack of clarity on the continuation of the
Mission beyond 2012, lack of required technical staff at the state level and lack of clarity on the role
of these structures to be set up. However, it stated that the ACA was not released for any of the
project unless the project proposals are approved by SLSC at the state level, even if the technical
appraisal was not done by some of SLNAs.

3.2.2 Programme Management Units in the States/UTs

The objective of the Programme Management Unit (PMU) was to assist the SLNA in discharging their
roles and responsibilities of appraisal of projects submitted by ULBs/ Parastatal agencies, monitoring
physical and financial progress of projects, monitoring implementation of reforms, to enhance
capacity of SLNA by extending technical and advisory support etc. Audit found that the contribution
of the PMUs in the various selected States/UTs, was minimal. The PMU was not even established in
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nine'® States/UTs. This included the National Capital, Delhi. Regarding the functioning of the PMU in
the States/UTs where it had been set up, it was observed that it was not performing the multifarious
functions assigned to it in their entirety. There were also vacancies in technical and other post(s) in
States like Jharkhand and Uttarakhand and Odisha.

In some states attempts to appoint PMUs towards the closure of the scheme only showed the
mechanical and perfunctory way in which INNURM was being implemented.

MoUD accepted (April 2012) that States had been slow in appointment of PMU.

MoHUPA replied (April 2012) that JNNURM started in December, 2005 and during the course of
mission itself, various support structure were envisaged as per guidelines. Framing of structures,
guidelines and toolkit' for these support structure took time and finally the Ministry came up with
the guidelines of PMU in 2007. As per the guidelines, the support was for 3 years. After the toolkit
came into existence, states started to set up the PMUs. Since the support was for only 3 years many
states found it difficult to hire Manpower from the market when there was no certainty about
continuity of such structures/support beyond 3 years. All these factors coupled with lack of capacity
at the state level or ULB level to establish such structure resulted in delays and inadequate
manpower in PMUs.

3.2.3 Project Implementation Unit

Project Implementation Units (PIUs) were to be created as operational units to supplement and
enhance the skill mix of the ULBs. Rather than a supervisory body, it was expected to work in
tandem with the existing staff with focus on strengthening implementation of JINNURM. The focus of
PIU was to enhance the pace and quality of implementation of the Mission activities.

As in the case of the PMU, the findings for establishing PIUs were similar. In 10 States / UTs, the PIU
had not been established. These were Arunachal Pradesh, Bihar, Chandigarh, Delhi, Gujarat,
Himachal Pradesh, Jammu and Kashmir, Odisha, Puducherry and Sikkim. The PIUs had been
established for some of the cities in Andhra Pradesh, Madhya Pradesh, Uttarakhand and West
Bengal. There was delay in establishing the PIU in Jharkhand, Kerala, Karnataka, Tamil Nadu and
Uttar Pradesh. In Tamil Nadu, Uttarakhand, Madhya Pradesh and Nagaland it was put in place three-
five years after the launch of the scheme. Information in respect of Dadra & Nagar Haveli, Daman &
Diu and Punjab was not available with Audit.

Even where the PIU was established, it was not working efficiently. There were vacancies in the PIU.
In Jharkhand, the functions performed by majority of the PIU personnel did not match with their
scope of work. The PIU personnel were also engaged by Ranchi Municipal Corporation /Dhanbad
Municipal Corporation in assignments/tasks other than those stipulated in their scope of work. In
Gwalior, Madhya Pradesh, PIU members visited project sites thrice but no guidance/ reports in
respect of implementation of project were given by them.

" Arunachal Pradesh, Chandigarh, Delhi, Haryana, Himachal Pradesh , Jammu and Kashmir, Nagaland, Puducherry and
Sikkim.

" Toolkits issued by MoUD/MoHUPA for various issues under JNNURM, contained rules, regulations, instructions etc.
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In Jammu and Kashmir, despite release (March 2009) of ¥ 0.82 crore by the Gol for establishment of
one PMU (% 0.20 crore) and PIUs (T 0.62 crore), it was seen that the PMU and PIUs had not been
established.

The intention of having in place the PMUs and PIUs was to give professional support to the ULBs
through their technical and managerial expertise. However, the projects did not get the intended
benefit of such professional expertise. Gol should have made the formation and functioning of the
SLNA, PMU and PIU a condition precedent for starting projects and accessing funds. This could have
ensured completion of projects in time alongwith the intended outcome.

MoUD stated in their reply (May 2012) that the setting up of PIU in a Mission city was an enabler
under the guidelines of JNNURM. Its creation at the city level was envisaged to strengthen and
proper monitoring /implementation of JINNURM. MoUD further stated that the setting up of PMU
and PIU was constantly monitored during the sanctioning/releasing of 2™ or subsequent installment
of ACA. The Ministry acknowledged that it was a fact that States were slow in appointment of PIUs.
MoUD, further, stated that the observation on PMU / PIU had been noted for compliance in a better
manner during the next phase of INNURM.
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Chapter 4 Implementation of reforms

Local self-governance in India got a fillip in the year 1992 through the 73" and the 74" Constitutional
Amendment Act passed by the Indian Parliament. These Acts provided for autonomy to the
Panchayati Raj Institutions in rural India and the Urban Local Bodies (ULBs) in urban India through

decentralization of the governance structure.

States and the ULBs were required to initiate reforms in line with the Constitutional Amendment
Act, in accordance with the guidelines of JNNURM and as per the tripartite Memorandum of

Agreement (MoA) signed by Gol, State Government and the Urban Local bodies.

23 reforms that were to be implemented by the State/ULB/ Parastatals within the mission period
were categorized into 13 mandatory and 10 optional reforms. Cities under JNNURM had the

freedom to opt for any two reforms from the optional category in each year of implementation.

MoUD was responsible for monitoring the status of all reforms. MoHUPA was also responsible for

monitoring the following three pro-poor!° reforms:
1. Internal earmarking of funds within ULBs budget for basic services.

2. Provision of basic services to urban poor including security of tenure at affordable prices,
improved housing, water supply, sanitation and ensuring delivery of other existing

universal services i.e. education, health and social security, in a time-bound manner;.

3. Earmarking 20-25 per cent of developed land in all housing projects (both public and
private agencies) for Economically Weaker Section / Low Income Group Category with a

system of cross subsidization.
4.1 Overview of the status of implementation of the reforms

From the status of reforms in the States/UTs as reported to Audit by the MoUD, it was observed that

the pace of reforms varied and the reforms were far from complete.

For the purpose of audit analysis, the reforms have been grouped by Audit under the following

broad categories:
e Reforms for delegation of powers and responsibilities to the ULBs
e Constitution of District Planning Committees and Metropolitan Planning Committees
e Reforms for improving operational efficiency of ULBs
e Reforms for augmenting source of funding
e Reforms for bringing about transparency and accountability

e Pro poor reforms

> Three reforms which are critical to slum improvement have been termed as pro-poor reforms in the guidelines for sub-
mission on BSUP issued by MoHUPA
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e Other state level mandatory reforms

e Other ULB / Parastatal level reforms
4.1.1 Reforms for delegation of powers and responsibilities to ULBs
4.1.1.1 Conduct of election in ULBs

As per article 243U of the Constitution, election to ULBs once in every five years is mandatory. If a
Municipality is dissolved, the election to constitute a new Municipality is required to be held “before
the expiry of a period of six months” from the date of its dissolution.

The above provision in the constitution was a'mandatory reform under JNNURM.

Audit observed that in 23 out of 30 selected States/UTs, elections were held timely. In six States
(Arunachal Pradesh, Assam, Jammu and Kashmir, Jharkhand, Meghalaya and Nagaland) elections
had not been held regularly. In Sikkim, elections were held for the first time in 2010.

MoUD in its reply (April 2012) stated that even holding of elections in Jharkhand, Sikkim, Mizoram,
Manipur, etc. was an achievement of INNURM and it might not have happened otherwise.

4.1.1.2 Transfer of 12" Schedule functions

The 74" amendment of the Constitution proposed to strengthen ULBs in terms of their structure,
composition, financial resources, functions and powers. Besides the traditional service delivery
functions, ULBs have been entrusted with additional responsibilities of social and development
planning. The 74" CAA also aimed to enhance people’s participation through decentralized and
consultative decision making, greater transparency, stronger finances and adoption of a more
rigorous democratic process.

The 74™ CAA provided for transfer of 18 functions in respect of planning, regulation, provision of
infrastructure and services, etc. listed in the 12" Schedule, to ULBs. These 18 functions are:

1. Urban planning including town planning.
2. Regulation of land-use and construction of buildings.
3. Planning for economic and social development.

4, Roads and bridges.

5. Water supply for domestic, industrial and commercial purposes.

6. Public health, sanitation conservancy and solid waste management.

7 Fire services.

8. Urban forestry, protection of the environment and promotion of ecological aspects.

9. Safeguarding the interests of weaker sections of society, including the handicapped and

mentally retarded.
10.  Slum improvement and upgradation.
11.  Urban poverty alleviation.

12.  Provision of urban amenities and facilities such as parks, gardens, playgrounds.
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13.  Promotion of cultural, educational and aesthetic aspects.

14.  Burials and burial grounds; cremations, cremation grounds and electric crematoriums.
15. Cattle pounds; prevention of cruelty to animals.

16.  Vital statistics including registration of births and deaths.

17. Public amenities including street lighting, parking lots, bus stops and public
conveniences.

18. Regulation of slaughter houses and tanneries

All the reforms for delegation of powers and responsibilities to ULBs were to be implemented at
State level.

It was observed from the data provided by the MoUD that 11 out of 31 states/UTs transferred all 18
functions to the ULBs. These were Andhra Pradesh, Bihar, Chhattisgarh, Gujarat, Kerala, Karnataka,
Madhya Pradesh, Maharashtra, Tamil Nadu, Tripura and West Bengal. In the remaining States, the
number of functions transferred varied. In Arunachal Pradesh, Jammu and Kashmir and Meghalaya
not a single function was transferred. In Himachal Pradesh, eight functions were transferred, in
Manipur three functions were transferred, while in Sikkim and Nagaland only one function was fully
transferred.

MoUD replied (May 2012) that the States are either assigning all the functions to ULBs or have
evolved a mechanism for ULBs to be associated with the concerned parastatal agencies. It further
stated that mostly second option has been exercised due to the lack of capacity of the ULBs to
perform the functions such as urban planning, urban forestry and fire services. MoUD also stated
(May 2012) that the State Governments have been advised to ensure implementation of reforms in
letter and spirit.

4.1.1.3 Transfer of city planning functions

Article 243W of the Constitution requires State laws to provide the Municipalities “with such powers
and authority as may be necessary to enable them to function as institutions of self government”.

The JINNURM reform agenda sought to implement Article 243W of the Constitution by transferring
the city planning function from the State to the ULBs. These functions relate to local municipal
services and therefore are best managed by the ULBs. This creates local accountability of the ULB to
the electorate in those areas where citizens expect their local government to act. It also provides the
ULB with tools to influence the development and management of the city.

As per the MoUD’s records, in 15 States/UTs (Andhra Pradesh, Assam, Chhattisgarh, Haryana,
Himachal Pradesh, Kerala, Madhya Pradesh, Maharashtra, Odisha, Rajasthan, Gujarat, Karnataka,
Tamil Nadu, Tripura and West Bengal), functions of city planning and delivery of urban infrastructure
development and management functions were transferred to the ULBs. This reform was not
implemented in 16 states/UTs (Arunachal Pradesh, Bihar, Chandigarh, Delhi, Goa, Jammu and
Kashmir, Jharkhand, Manipur, Meghalaya, Mizoram, Nagaland, Puducherry, Punjab, Sikkim,
Uttrakhand and Uttar Pradesh).
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MoUD in its reply (April/May 2012) provided the status of some of the states. In Meghalaya, city
planning functions are being performed by ULBs, as per review meeting with State in February 2012.
City planning functions in Puducherry were also stated to be transferred as per December 2011
quarterly progress report. Further, in Tamil Nadu elected ULBs were also stated to be associated /
integrated with city planning functions as of September 2011.

4.1.2 Constitution of District Planning Committees and Metropolitan Planning Committees

As per Article 243 ZD of the Constitution of India, there shall be constituted in every State at the
district level a District Planning Committee (DPC) to consolidate the plans prepared by the
Panchayats and the Municipalities in the district and to prepare a draft development plan for the
district as a whole.

As per INNURM Primers'® of ‘Integration of City Planning and Delivery Functions’, DPCs were to be
formed to provide overall leadership to the district planning process on the basis of consensus
among local-governments, line departments, civil society, academia and other stakeholders in
development. The DPCs were also to review master plans of local governments and development
departments, particularly to ensure that these address the district vision as a whole without overlap
or duplication, prepare the Potential Linked Credit Plan for the district, with the support of the
National Bank for Agricultural and Rural Development (NABARD) and oversee the participative
planning process of the district development plan, to ensure that timelines are followed.

During the field audit, it was seen that DPCs were constituted in selected mission cities in 22 out of
30 States/UTs. No DPC was constituted in five states / UTs (Arunachal Pradesh, Chandigarh, Jammu
and Kashmir, Meghalaya, and Puducherry). In Delhi, being a metropolitan city it was not applicable.
In Manipur, the Chief Town Planner, Town Planning department, stated that the DPC is not
functioning for non appointment of local representatives. In Puducherry, due to vacant post of State
Election Commissioner from February 2007, the members to the DPC could not be elected. In
Nagaland, DPC was constituted partly. Information in this regard was not available in respect of
Dadra and Nagar Haveli

The Ministry in its reply (May 2012) stated that as per the MoA signed, timeline for constituting DPCs
varied from state to state. In Arunachal Pradesh, the Arunachal Pradesh District Planning Committee
Act, 2011 has been enacted. In Assam and Meghalaya, DPC has been constituted. In Puducherry, the
Puducherry DPC Act, 1994 has been amended vide Act No. 3 of 2007 and provision to form DPCs has
been included in the amended Act.

As per Article 243 ZE of the Constitution of India, there shall be constituted in every Metropolitan
area, a Metropolitan Planning Committee (MPC) to prepare a draft development plan for the
Metropolitan area as a whole. MPC was to be set up, with objectives similar to those of DPCs, at
metropolitan cities having a population of 10 lakh or more (across two or more Municipalities or
Panchayats or other contiguous areas as specified by the Governor).

However, it was seen in audit that it was constituted in six States/UTs (Bihar, Gujarat, Rajasthan,
Maharashtra, Uttar Pradesh and West Bengal) and was yet to be constituted in eight States/UTs
(Andhra Pradesh, Chandigarh, Haryana, Jharkhand, Madhya Pradesh, Karnataka, Punjab and Tamil

'® MoUD instructions / clarifications etc in respect of implementation of reforms have been published as INNURM Primers
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Nadu). The requirement for constituting MPC was not applicable in case of Arunachal Pradesh,
Assam, Chhattisgarh, Dadra & Nagar Haveli, Daman and Diu, Himachal Pradesh, Kerala, Manipur,
Meghalaya, Nagaland, Puducherry, Odisha, Sikkim and Uttarakhand. Delhi was also exempted for
constituting MPC as per the Constitution of India. Information in respect of Jammu & Kashmir was
not available with Audit.

MoUD replied (May 2012) that this reform has been achieved in Haryana and in Tamil Nadu MPC Act
had been passed in July 2009 and a notification in the Tamil Nadu Government Gazette Notification
has been published vide number 211, dated 17.8.09. It also intimated that the MPC Act was passed
in December 2007 in respect of Andhra Pradesh.

4.1.3 Reforms for improving operational efficiency of ULBs

The table below gives the status of implementation of reforms for improving operational efficiency
of ULBs.

Table No. 4.1: Status of reforms for improving operational efficiency of ULBs as on 31 March 2011

Reform No. of ULBs No. of ULBs /
/Parastatal Parastatals

committed to implemented the
implement the reform
reform by 2010-11

1. Shift to Accrual based double entry accounting 66 44
2. Administrative Reforms 48 23
3. Structural Reforms 52 31

Source: Information provided by MoUD

4.1.3.1 Accounting system

JNNURM reform conditionalities called for “improved municipal accounting, with the objective of
having a modern accounting system based on double entry and accrual principles, leading to better

financial management, transparency and self reliance”, as a mandatory reform for local bodies.

As per Ministry’s data, out of the 66 ULBs /Parastatals who had committed to implement the reform
to shift to accrual based double entry accounting by 2010-11, 44 ULBs/ Parastatals had implemented

the reform.

MoUD in their reply (May 2012) stated that reviews of cities which had not implemented reforms

were carried out from time to time and States had been advised to expedite the reforms.

During field audit in States/UTs, some of the instances on the efforts made in the implementation of

this reform were as under:

i In Andhra Pradesh, although almost all the test checked ULBs (as well as SLNA) reported
successful implementation of accrual based double entry system, in reality, only Greater
Hyderabad Municipal Corporation (GHMC) had actually finalised accounts on the

accrual-based double entry system. The latest accounts of the other test-checked ULBs
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(Greater Visakhapatnam Municipal Corporation (GVMC) - 2009-10, Vijayawada
Municipal Corporation (VMC) - 2009-10, Tirupati Municipal Corporation (TMC) and
Warangal Municipal Corporation), revealed that they had not finalized their accounts on

accrual-based double entry system.

While Audit appreciates the enormous challenges involved in the migration towards
accrual based double entry system and notes the steps taken by the State in this regard,

reporting ‘successful achievement’ of this reform as such is not appropriate.

In Chandigarh, though double entry accounting system has been introduced and the
Municipal Financial Accounting Manual has been prepared, the full migration to double
entry accounting system (income-expenditure accounts and balance sheet) could not be

achieved by the Municipal Corporation, Chandigarh.

In Bihar, the All India Institute of local self Government had been engaged for shifting to
accrual based double entry system by 2008-09. However, the Accounting system had not

been developed so far.

In Assam, the Guwahati Development Department (GDD) stated that, ‘Draft Accounting
Manual’ had been submitted to the State Government for approval and preparation of
accounts under double entry system, was under progress at ULB level in Guwahati
Municipal Corporation (GMC). MoUD replied (April 2012) that the GMC had achieved

double entry accounting and had to progress towards accrual based accounting.

In Puducherry, though, a committee had been constituted in October 2009 to prepare
the Municipal Accounting Manual for introduction of the ‘Accrual Based Double Entry

Accounting System’, the reform could not be achieved till October 2011.

In Jharkhand, only in March 2011, an agreement had been executed with M/s Price
Water House Coopers Pvt. Ltd. Gurgaon for installation of double entry accrual
accounting system in the ULBs. This system was to be in practice from financial year
2012-13

In Chhattisgarh, it was stated that the accrual based double entry system had been

achieved but no supporting document was provided to audit for verification.

4.1.3.2 Administrative Reforms

Administrative reforms were expected to contribute to strengthening of the skills as well as overall

human resource development practices of municipalities, resulting in enhanced administrative

efficiency. As per Ministry’s data, out of the 48 ULBs /Parastatals who had committed to implement

the administrative reforms by 2010-11, 23 ULBs/ Parastatals had implemented the reform.

It was observed that out of 39 mission cities selected for audit scrutiny, reforms related to

administration were carried out in 13 cities (Ahmedabad, Ajmer-Pushkar, Bangalore, Chennai,

Greater Mumbai, Faridabad, Kanpur, Lucknow, Madurai, Pune, Raipur, Shimla and Vishakhapatnam).
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MoUD replied (April/May 2012) in respect of Chandigarh stating that it had addressed staff
rationalization and training but reduction in establishment expenditure was yet to be done. MoUD
also stated (May 2012) that an advisory has been issued to the States for early implementation of

the reforms.

4.1.4 Reforms for augmenting source of funding

All the reforms under this category were to be implemented at ULB level.
The table below gives the status of these four reforms.

Table No. 4.2: Status of Reforms for augmenting source of funding as on 31 March 2011

Reform No. of ULBs No. of ULBs /
/Parastatal Parastatals

committed to implemented the
implement the reform
reform by 2010-11

1. Property Tax (85 per cent coverage) 51 27
2. Property Tax (90 per cent collection efficiency) 42 23
3, 100 per cent Cost Recovery (Water Supply) 47 412
4, 100 per cent Cost Recovery (Solid Waste) 35 8

Source: Information provided by MoUD

Status of reforms under individual sub sectors are stated in subsequent paragraphs.
4.1.4.1 Property Tax (85 per cent coverage)

Property tax is the single most important tax revenue source available to a ULB. Thus reform of the
property tax systems is one of the mandatory reforms under INNURM. The guidelines emphasized
the need for the following:

a) Proper mapping of properties using a Geographic information system (GIS) so that the
ULB is able to have a full record of properties in the city and bring them under the tax

net.

b) Making the system capable of self-assessment (that is a system which is formula driven
and where the property owner can calculate the tax due).

c) Achieving coverage efficiency of at least 85 per cent of property tax alongwith achieving
90 per cent of collection efficiency of the same.

During audit in the States/UTs, out of 39 mission cities selected for audit scrutiny, GIS database was
put in effect in only seven cities (Ranchi, Bangalore, Indore, Pune, Shillong, Kanpur and Lucknow).
MoUD stated (May 2012) that the point had been noted.

As per MoUD’s data, out of the 51 ULBs /Parastatal who had committed to implement the reform of
85 per cent coverage of property tax by 2010-11, 23 ULBs/ Parastatals had implemented the reform.
It is pertinent to mention that four ULBs/ Parastatals though not committed to implement had
implemented this reform before target year. However, 28 ULBs (Guwahati, Patna, Bodhgaya,
Chandigarh, Delhi, Faridabad, Shimla, Ranchi, Kochi, Bhopal, Indore, Jabalpur, Ujjain, Nagpur,
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Amritsar, Ludhiana, Bhubaneswar, Puri, Jaipur, Ajmer, Agartala, Dehradun, Haridwar, Kanpur