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within the existing legal fiscal

The Municipal Corporation of
framework, to improve efficiency andHyderabad (MCH) introduced SAS for
strengthen the municipal revenue bas€roperty Tax in 1999-2000. The
his paper reviews managemengorporation published advertisements in
innovations introduced by urban locanewspapers about the new system and
odies in India to generate municipainvolved the public in determining the
Fevenues. The objective of the paper i&x by consulting resident welfare
0 share information about theseéssociations. Through this, the city
innovations with a hope that these wilincreased the tax collection from Rs.

have snowballing effect elsewhere a8-69 million in 1998-99 to Rs. 1008
well. million in 2000-01. Tax education and

organized publicity campaigns helped

reforms.

Property Taxes are the major
For the Bangalore Mahanagar

source of revenue for ULBs in India. e
However, in most ULBs, all propertiespa“ke (BMP), after the abolition of

are not brought within the tax net, théCtroi, the Property Tax became the

valuation is not updated on a regulaf!N9!€ 1argest revenue source. An
basis, and tax collection is far fromOpt'on‘?"I SAS was introduced in April

satisfactory. Some of the ULBs haVL;OOO. Under this scheme the citizens

introduced administrative reforms that’©"® allowed to deter_mlne th_el_r
have led to increased Property Tax r(_Jpe_rty Tax on the basis O.f explicit
. guidelines. The purpose of this scheme
revenue. These are mentioned below: . ;
was to provide user friendly, transparent
Self-Assessment System (SAS)ax assessment to citizens as well as to
Several ULBs have introduced SAS t@ugment Corporation’s revenue. The
make Property Tax assessments simplBangalore Agenda Task Force (BATF)
and transparent. This has helped thgipported the new method by creating
taxpayers to understand the assessmeniblic awareness. Approximately 60
process and minimised discretionarper cent of the taxpayers went for this
elements in assessment of propertiggption. Coupled with rate revision it
which used to be done in an arbitrargontributed to a quantum jump in tax
manner. It also increases taxpayergollection from Rs.1130 million in
involvement by making them1999-2000 to Rs.1570 million in

responsible for assessment. 2000-01. The Chennai and Indore




Municipal Corporations have also Through an asset managemenocal area computer network. In the
introduced SAS to increase theiexercise, MCL added about 800rery first year of the initiative, tax bills
Property Tax revenues. properties worth about Rs. 1900 milliorwere issued for the first time in 17 years.
Improved Information Base: !0 its assets. An asset inventory of thBy the third year, tax revenue had more
Several ULBs have improved theSmall town of Ramanagaram under ththan doubled. They created Property
information about their Property TaxKarnataka Urban Development Projectax maps for the first time in the city
base. In 1997-98. the Chenna?howed that the town has vendibland this tool increased the number of
excluding land andegistered properties by 44 per cent.

Corporation introduced a computerize@SSets _
information system for its propertiesencroachments on public land worth £ ernance: The Visakhapat-
and increased its Property Tax revend@S: 160 million. The Indorblunicipal . Municipal Corporation (VMC)

by 50 per cent. The Indore MunicipafcOrPOration aiso prepared computef, ., o step further and took on the
Corporation (IMC) has computerizecfatabase of itd150 properties and 'Schallenge of E-governance by putting
existing Property Tax records. Th&l€veloping a strategy for optimal Use - " services online. In 2000, the

corporation carried out the physicaff the real estate assets. The Vijayawaqa,; computerized  property
survey of all the wards to identifyMunicipal Corporation’s revenue from

_ _ icinal ties is about R 2_?ssessment records and transferred
properties that were not on record. Thi§'UniCIpal Properties 1S about \RS. ¢nan 16 the server in the corporation

helped to increase the number ofilion, in lease fees per annum. Thigeg o The server was linked to the local

properties from 0.155 to 0.267 million.' abo‘:.t s,evte? Iper cent Sf e ank branches where assesses can not
' ive: corporation's fotal revenue. DUrng, .,y 5y their dues but also, after
Collection Drive: Ahmedabad 1999-00, the Surat Municipal y pay ,

i i i . r 7 entering the assessment number, get full
launched special campaign to IrlCrea%‘,‘eorporatlon generated Rs. 1820 millio v g

Property Tax bills by forming specialy ca(jing a 34.000 square meter Siteri]nformation with updated calculat_ion of
teams to increase the revenue. Thesé g ’ q demand and arrears along with the

teams were given powers to disconne Inf . interest, if any. The system also enables
water supply or drainage lines, attach anagement Information the corporation to get demand and
property of defaulters and issue o ystem collection ward wise. The corporation

warrants for non-payment of Property  Lack of database prevents ULB&Creased its tax collection by over 50
Tax. This led to a substantial increasgom estimating their arrears and€’ €€nt in one year. The Gun_tur
in Property Tax collection. This in thejncreasing their tax revenue. Soméﬂum(_:'p_al Corporgtlon has also Cé.ll‘ljled
case of Ahmedabad, increased fromLBs have adopted information®Ut similar exercise of computerizing
Rs. 470 million to Rs. 920 million technology to improve municipal'ts records and linked them to local
between 1993-94 and 1995-96. revenues. banks.

Outsourcing Bill Distribution: Tax i .

administration is labor intensive andjy, Computerlz_lr_lq Recods: Byuser Charges

ply computerizing water/sewerage
therefore sometimes the cost 0fng house tax billing, payments and In view of Limitations in
collection exceeds the amount Ofgceipts, the MCL discovered arrearstretching the tax sources, the non-tax
revenue collected. Some ULBSyorth Rs. 400 million. Since 1999, thesources are emerging as promising tools
outsource sub-processes in tapc computerized records of Propertyor resource generation. Attempts were
administration. The Municipal 1ax water charges, trade licensespade to introduce user charges to
Corporation of Ludhiana (MCL) rental properties, and municipaimprove collections from non-tax
introduced a courier system for billaccounts, IMC contracted with a privatsources. Various types of user charges
distrr]ibution and handed overr]th(;irworhlg:omlout(_)r agency to computerise itfevied by ULBs are mentioned below:
to three private couriers. This brou ild- - .
savingscg‘more than Rs. 2.5 million gege;;;dsjgii b?:?;ggﬁ:)enaﬂg:;a?ﬁ;er Levying Sewergqe Charqes:

: 9 Several small ULBs in Tamil Nadu

ear. : . . )
y newly computerized programme and,ctyred an innovative mechanism to

Asset Management ipecial collection dbrives, II\I/IC4igcreasqui}nance construction of an under ground
o its own revenues by nearly 45 per cenf qinage svstem. Beneficiari

ULBs generally hold significant : g y . Iclaries

o Y ? during 2000-2002. contributed connection fees that shared

fixed assets in the form of real estate ! -
properties. Very few local bodies have ~ The Mirzapur Municipality the capital costs of the scheme. This

exploited commercial potential of theséléveloped a new information systenieduced the component of debt revenue.
properties to generate non-tax revenugith Indo-Dutch Integrated Community The Alandur Municipality built a 120

Most ULBs do not have properDevelopment Project. It computerizekms underground drainage and a
inventory of assets and the registers afdl existing property assessment angewage treatment plant of 24 MLD
not updated on a regular basis. demand registers, and set them up atsing these deposits. The Amrawati
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Municipal Corporation in MaharashtraTax levied by the BMP resulted in a bigncreased the number of collection
also built a sewerage scheme by levyingap from Rs.24.30 million in 1999-centers and opened these centers on
sewerage charges. 2000 to Rs.40.10 million in 2000-0levery second Saturday or Sunday so
Pay and Park Scheme: The BMISjue to increased space under taxatighat citizens can easily visit these
, : %y the construction of bus sheltercenters to make payments. They
implemented this pay and park scheme’, . =~ ~ - . . : .
: : o ublic toilets and other administrativepublicized this through all available
in the central business district. In a pa?n . : ) .
: asures. In case of MCHmedia and fitted corporation vehicles
and park scheme parking fees are basege ) . )
) . advertisement charges have grown anith audio announcements and banners.
on duration of parking. _ : . VR .
account of the corporation’s aggressivBue to this publicity, in Tirunelveli
Eco Fee: The BMP councilauctioning of hoardings, bus shelter ad§orporation alone 65 per cent of
resolved to levy an “eco fee” on theoad arches and footpath railings, etctaxpayers paid their dues before the due
persons using the municipal garden. Cable Charaes: The Governmen?ate and the collection enhanced to Rs.
The city collects this fee at the entrance . 8.5 million within six months
. af Tamil Nadu allowed ULBs to .
of the garden but regulars can avail o h(éompared to Rs. 20 million collected

: charges the cable TV operators for t . .
a monthly pass scheme. Children ancr1 g P n twelve months in the previous year.

senior citizens are exempted Thuse of public property. The urban local
. pted. dy charges the cable operators on per Leasing and Reqgularising
existing fee structure such as hotel a

o . lometer of cable length on an annuaMunicipal Assets: The Guntur
restaurant fee, building license feeb sis. In addition, the council collectdMunicipal Corporation regularized all
cr_emathn Chafges etc. were enhanc m the cable operators a monthly fethe sublease municipal shops by
with a view to improve cost recovery. of Rs. 15 per connection. The totatollecting 30 per cent of land and shop

Charges for Collecting Solid revenue generated from these measuresnstruction value. The Vishakhpatnam
Waste: Various ULBs are levying solidwas about Rs.0.419 million inMunicipal Corporation leased out
waste charges for the use of publiGobichettipalayam municipality in aquarium and marriage halls by fixing
places according to the amount of was@000-01 daily rents for them. Through this
generated from these_ places. Th(=T ULBS  gireet Tax: The Pune Municipalm.easure’ corporation collecte_d Rs 8
felt that the organizers of privates, horation in Maharashtra levies 410N and was free from the liability
functions in the marriage halls shoul% %f maintaining these properties.

) N treet tax to help finance an elaborat
pay for waste collection. In addition t0g.neme to improve traffic and public ~ Tax “Adalats’(Tax courts): Often

generating revenue for solid wastg ,ngnortation. It is collected withProperty Tax is vexatious and disputes
management, this has improveg onerty Tax and is five per cent ond up in courts. Delays in solving such
cleanliness around the marriage hallgyn o rateable value. cases result in loss of revenues for
Similarly, some ULBs have levied ULBs. To avoid delays in settling
lifting charges to remove debris fromq o [nnovations Property Tax matters some ULBs have
construction sites. . __established taxddalats, to resolve the
. ., ) Revenue Improvement Action : . )

I_:ees for _Tatkal _Dellverv of Plan: The State Government of Andhrgendlng tax _d|sputes and solving the
Services: Issuing of birth and deatls, - josh has initiated RevenyBroPIEMS quickly.
certificates and building permits arqmprovement Action Plan (RIAP) for
ULBs’ responsibilities .To simplify the ;g5 an 18-point strategy has beelFonclusion
process for applicants some ULBS ijyen to all municipal commissioners  Increasing the municipal revenue
Tamil Nadu decided to mail birthy, concentrate on revenue improvemens a major challenge for ULBs. Some
certificates. Some municipalities inyoqramme, The revenue improvemengLBs have successfully implemented
Tamil Nadu and West Bengal charggyye was taken-up focusing on Vacanhanagement innovations in revenue
extra for the delivery of this certificate| oy Tax, Advertisement Tax, Propertyyeneration. Improved information
on pnonty basis. The QuntngunlupalTaX’ water charges and duty on transfesystems, simplified billing and
Corporation streamlined issuance oft properties. The municipal resourc@ollection, better enforcement and
building plans by providing that anymgpjlization measures in A.P. havgyublic communication are the key
applicant paying 25 per cent additionje|peq the ULBs to increase theityords. The most important lesson
fee with an affidavit from licensed reyenyes by 10 to 17 per cent. learned is that the reform process needs
surveyor, gets approval across the Tax Collection Centres: ULBs in commitment and support from elected
counte_r. The public appreugtes atamil Nadu organised special ta)eaders as well as from administrators.
conver_uent oY ocedures and options 1Eocollection camps in a group of wards
the qUICk de“Very Of service. Guntur, Vishakhapatnam and. - Chetan Va'dya and HlteShVaIdya,

Advertisement Tax: AdvertisementTirunelveli Municipal Corporations Indo-USAID FIRE (D) Project
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ngh COUl‘t QuaSheS with the passage of time since the stafighis has provided a welcome relief to
government was unable to find ditigating property owners in the city.

Octroi Abolition in solution to generate revenue of th&@he new method for determining
. . municipal bodies, even the uniorrateable value is effective from April

Pumab/ VEl’dlCt d government adjusted the advancek 2002.

Boon for State against the state’s dues on March 31, ag per the recent circular issued

2002, putting entire burden of Octrok,, the BMC. Zone-I includes south
Government abolition on the state. Myumbai exte'nding up to Worli, Zone-

The Punjab and Haryana High  The judgement quashing thel extends from Worli to Bandra, Zone-
Court has set aside a “populist” decisioH“Punged acts pa_lssed by th(=T _stam extends from Khar to Andhen in the
of the previous Punjab government tiff9islature debarring the municipalvest and from Parel to Sion in the east
abolish the levy of Octroi. ThePodies from collecting Octroi waswhile ~Zone-IV extends from
judgement has come as a blessing Rjonounced by a division bench of thdogeshwari to Dahisar in the west and
disguise for the cash-strapped PunjdBigh court while disposing of a writKurla to Mulund in the east.

government. The state Chief MinisteP€tition filed by some Municipal As per the new method of fixing
was finding it difficult to undo the Councillors of Bathinda City. The Highie rateable value (RV), rates for Zone-
decisions of the previous governmenfOUrt observed that the decision t@yqyid be Rs 12.50 per sq. ft per month,
especially those taken to satiate politic@0lish Octroi was arbitrary, unrealisticy the average of tax incidence in all
of competitive populism. The new@nd it @lso violates the constitutionaljisyted cases, which were resolved by
government seemed to be hesitant RfOVisions. The petitioners hadyy earlier circular on March 16, 2002.

roll back the populist decisions due tgontended that after having abolished . .
rolling for thepmpunicipal bodine, Octroi, the state government made no Similarly, for Zone-Il, the rateable

. _ provisions for an alternative source Oyalue will be fixed m_such a way that
The decision to strike down thqncome for municipal bodies. The majthe amount of tax leviable will be Rs 9

at_)ohtlon of Octroi as unconstltu_thnalresource crunch resulted in thesgersq.ﬁper month. _Inthe case of Zone-
will now pave the_ way for municipal municipal bodies becoming dependent o||11| rateable yalue will be calculated to
bodies to once again, fend forthemselverﬁe state government even for paymeﬁfve a tax yield of Rs 6 per sq. ft; and
Until now, the state government had tg¢ <. ries. Besides, all developmentzﬂna”y in the case of Zone-1V, the
fund the municipal bodies to the tune rojects undertaken by the municiloarlateable value will be fixed so as to give
Rs 0.35 billion per month, to help the odies had come to a standstill. a tax yield of Rs 4 per sq. ft.

in discharging their duties. ; ;
ging The division bench observed that Earlier, the BMC circular dated

Inheriting a debt-burden of Rs 62Qhe acts of the then state governme h March 2002 was based on the same
billion, a legacy from the previous, a e an example of politics of stayin rinciples of fixing RV and Property
government, which prided in populisgn power at all costs, since the bas?&ax, but limited to those commercial
politics, the present state government, \ oo of good governance had beeq{operties “where complaints are

which came to power, recently has beei{llearly ignored in this case pending with the department”. The
trying to come to terms with the worst ' circular dated 3 April 2002 extends the
financial crisis. The previous principle of calculating RV and

government abolished Octroi withBMC Streamlines Property Tax in Mumbai to all rented
effect from December 1, 2001, with n commercial premises for the
clear-cut guidelines as to how th?rOperty Tax RUIeS assessment year 2002-03.

municipal bodies will generate revenu§or Commercial In all disputed cases that were
to compensate for the Iqss of revenuls . resolved as per earlier circular date# 16
due to abolition of Octroi. As a resultf’ FTOPErties march 2002. the caveat in the new

the state_g_overnm(_ant had to compensate By adopting a zone based four-slaBssessment formula allows the
the municipal bodies to the tune of Rs

o 3ystem, the Brihanmumbai Municipadepartment to use the average of tax
4.3 billion annually.

Corporation (BMC) has streamlinedncidence - whichever is higher — to
Initially, following the decision of gnd simplified the assessment ofletermine RV and Property Tax.

the state-government to abolish Octrojgteable value (RV) and Property Tafonsequently, if the dispute has not been
the Centre had also promised short-tergf commercial and other non-residentidiesolved in the last assessment year, the
advance in shape of ways and meansggyperties. The Property Tax is usuallj€W slab-system formula will be applied.

the state government to tide over thgalculated as a percentage of the According to property consultants
crisis until such time an alternate sourGgteable value (RV), which is thelike Knight Frank India, there will be a
Of revenue was found. Subsequentlbotential rent that a property can earnise in the property taxes from Ievels
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prevailing before Maharashtra Rentvorked out to around 32 per cent ofjovernment dole-outs, the Centre wants
Control Act came into force from Aprilthe property owners’ annualthe municipal bodies to raise funds from

1, 2001, it would be less than what wasompensation (receipts of the propert{he market. The cost involved in this case
expected by the circular of June 200hwner excluding taxes), and while fowould be shared equally between the
which hiked RV and property taxes fivenon-residential properties the propertgtate and the central government. On the

folds. tax worked out to around 38 per centher hand, the Reserve Bank of India
(RBI) is not in favour of weak state

For the properties assessed und -
the June 2001 circular, property ownergond Banks - HEID ignod\?:cr:rr]irr?ﬁr?atltseIsrgc;/rldtl)g?ro?/vl;r?grgn;?e
were made to pay as much as 60 Pfor Munlapal Bodies municipal bodies and hence, the bid to

cent of their annual rental income. This . .
) . . o work out a mechanism to provide access
circular had given unbridied powers t4£0 Ralse OWl‘l FUl‘ldS to funds while maintainingthe pressure

assessment officers to re-evaluate the . :
rateable values of properties exempted 1he Union Government is municipal bodies to reform and turn

from the Maharashtra Rent Control ActP/@nning to promote virtual ‘bond commercially viable. As per the RBI,

These included premises let to PSUBanks’ to enable smaller municipafhere does not seem to be need to set up
and companies and MNGs, which haBbdieS tap the market through a stafeeW infrastructure for this purpose, since

paid-up capital of Rs 10 million, orlevel in_termediary or by forming (,'ithe plan involves proces.slrlg costs F)nly.
more. As a result, a building on Worli'sconsortium. These Bond banks W|II_ A _number of municipal bodlgs
Annie Beasent Road, earlier assess@f0 make it cheaper for smalleincluding those from Mandya in
to have a rateable value of Rs 0 BUnicipal corporations to access debarnataka, Indore in Madhya Pradesh,
million, was reassessed at Rs 20 milliohhe government is willing to permithmnagar in. Gujarat and
(more than 30-fold increase), under thie municipal bodies to issue tax-freé/lshakhapatnam in Andhrg Eradesh are
June 2001 circular. bonds to the tune of Rs 5 billion, sincavorking out proposals to jointly raise

. the emphasis is being made oiiunds with counter-parts in their

According to the lawyersnnouement of urban infrastructure.neighbourhood through the new tool.

specialising in rent and property disputes, _ : ;
the new formula for calculating RV and ~ However, since most of the The new financing pattern based on

. _emaller municipal bodies are not in A2nited States model for raising the funds
Property T ax would have to be sanctified P through the pooled financing framework

by an amendment to Section 154 in tHRPSItion 1o raise funds on their own, ould be cheaper and easier for smaller
BMC Act. Further, the formula coverstn€ proposed “bond banks' will assist . . "0l S e
only non-residential properties, while théh€s€ bodies in this regard. It i NS i

) : Ss;maller entities either form a consortium

residential properties are still open tgnPossible for these municipal bodie - i i
arbitrary assessment to tap the market on their own, due t§" US€ @ intermediary to tap the capital

market.
The BMC circular dated 25

lack of documentation about assets, A ding to the Union Minister f
. inadequate accounting practices and ccording to the Union iMinister for
September 2001 introduced some ord q gp
in the assessment chaos. This circul

8(/erstaffing. The existing urbanyrban Development, smaller municipal
ntroduced. 1 t ff’Hfrastructure development finance’Cdies might use the _gur:jds raﬁlsed f%r
'ntroduced € ~concep 0 corporations at state level would acfmproving services provided by them an
compensation, gross rent and net re
and as per the formula, effective

0L the intermediary or the ‘bond bank,also revamp themselves. He expected each
. municipal body to function as a corporate
property tax for residential properties  Instead of depending on statéody with social responsibilities.

. ~

Improving Access of Urban Services to the Urban Poor in
Urban Infrastructure Projects of Sangli and Ludhiana

While developing plans for urban water Bankable urban infrastructure projects Objective of the program is to
supply and sewerage development, can be both poor-friendly and mobilize demand and institutionalize
specifically as part of bankable or simultaneously respond to their procedures for low-income settlements
commercially viable projects, needs of poor obligations vis-a-vis cost recovery. Under to access basic services from local
are often not factored in due to their low the Indo-US Financial Institution Reform  hodies on a sustainable basis. It
paying capacity and welfare orientation of and Expansion (FIRE-D) project, it is envisages to address needs of the poor
the city plans. On the contrary, sufficient planned to demonstrate this strategy by  on a citywide basis as also to converge
evidence exists with regard to willingness developing an action plan to improve efforts of the multiple city partners
of the poor to pay for good quality services. access of poor to urban basic services as  towards achieving the vision of cities
Not only are poor disposed towards paying part of water supply and sewerage without slums.
for accessing water and sanitation services, projects in two cities, Ludhiana and
they are currently doing so. Sangli.

N S
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During last fiscal year, while A few rate samples collectedwhere the pace of urbanisation is faster.
Hyderabad Municipal Corporaion raisecarlier by the BCC reflected that in ahe formation of MUIF is expected to
Rs 825 million, Rs 1 billion were raisedmajority of cases, tax under the newolve this problem, by helping such
through tax-free bonds by the municipascheme had shot up by more than Ifiunicipal bodies in overcoming their
corporation of Ahmedabad through taxtimes. These samples were collectecbnstraints and providing incentives for
free bonds. from 30 streets covering all the foureforms.

zones, commercial areas, residential  \iyiF will advise municipal

. properties, nursing homekalyana y,gies about various projects, help in
Bangalore Clty mandapams and a star hotel. prenaring project reports and in raising

. Surprisingly, tax rates under the g id ki f fi ial
COI‘ oration : “funds. Besides taking care of financia
P . proposgd new scheme for res'dent@upport to fund the civic projects,
Analysmg New Self- prr?}l)e”'e? Sho"‘{[‘:]d an upward ”_e':q\-/IUIF will also serve as a nodal agency
while or e commercial i
) =8 right from the stage of formulating the
Assessment Scheme efstatéllshmentz there was an indicatigygject, its management, operation and
The proposed capital value system & rastic reduction in tax rates.  monijtoring. MUIF is proposed to have
(CVS) of Property Tax based on new However, since BCC started itsa three-tier system — a Project Fund, a
Self Assessment Scheme (SAS) is tgroperty Tax collections for the currenReserved Fund for repayment of the
be introduced within the next couple/€ar from April 1, as an interim measuredvances and a Separate fund for partial
of months by the Bangalore Citytill the finalisation of the new schemeassistance in the form of loan
Corporation (BCC). the civic body asked the taxpayers toomponent. MUIF shall have an initial
o . pay the taxes as per the old Selfapital of Rs 1 million and would be
The civic body is in the process o L
. . . Assessment Scheme rates. As per BC&ypported by a contribution of Rs 0.51
carrying out a detailed analysis of the,. : . . S 2 “nm
._difference in amount if any, will be billion. Initially, only “A” class
proposed new scheme. The analysis is . L .
. either recovered or adjusted towards thaunicipalities would be eligible to
to be completed very soon and is to bé , . .
. next year’s tax. receive assistance from MUIF. In order
placed before BCC council. The
various aspects taken into considerati to ensure repayment to the lenders to
while doing the analysis incIud(Sﬁ'lal‘]araShtra Plans to the;e municipalities, MUIF will
provide an escrow cover at a later stage.

different kinds of properties, values, old§ et Up AMC -

tax rates and the Probable Tax und

r
the new Self Assessment Scheme. 1nvestors Stay Away uDdate on

Due to possibilities of phenomenal  The Maharashtra Government haMunlClpal Bond
increase in the Property Taxes, the nedpproved plans to float an asset rpg Municipal Corporation of
scheme is already being criticised bynanagement company, which wil helRiyderabad (MCH) has recently raised
the citizens and resident groups anglties outside Mumbai to raise funds fofy¢ g5 miliion from the capital market
hence the BCC decided to have a freshfrastructure development bythrbu h Ci

. L _ - g ity Development Bonds.
look into the matter by ascertaining thextending guarantees to these municipg| 1 issued the bonds by availing of
impact of the new SAS on taxpayers.corporations when they raise the fundg. & t4x-free municipal bond as provided

According to the BCC from the market by issuing the bonds¢, y the Union Ministries of Finance
Commissioner, it requires a lot of ~ As per the state governmentind Urban Development and Poverty
analysis to be done to ascertain how thgfficials, for many municipal Alleviation as an incentive to the
new system reacts. Firstly, the civigorporations who don’t have a sounéhvestors in municipal bonds. The
body is to be convinced about thginancial record but need large funds iMunicipal Corporation of Hyderabad
reasonability of the impact the schemgaising the money, such a guarantegas thus become the second city to issue
is going to make. As per the Municipafrom the Maharashtra Urbantax-free municipal bonds. The
Commissioner, the civic body has thenfrastructure Fund (MUIF) will be of Municipal Corporation of Ahmedabad
requisite data, which is being analysegreat help. was the first city government to have
and though it will be time consuming, 5 oot sudy has found that locapvailed of tax-free municipal bonds by
yet the result will be effective. While,, ;0. aeq about Rs 78 billion t¢2ising Rs 1 billion for water and
doing the analysis, the existing ratege, o\, pagic infrastructure projects buiewerage projects in the beginning of

will be compared with the new rates, "¢ caoacity to mobilise resourcedis year.

capital .value, categories O.f propertie esults in paucity of funds, the main  The money raised by MCH
area wise and the categories of peo

e . 7 ) - )
through municipal bonds is to be used
who are most likely to be affected. urdle in providing proportionate g P

infrastructural facilities in Maharashtrafor providing urban infrastructure in the
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city espec_ially in slums. Th_e tenure oMysore Grahakara Par_ishath (’V'GP)Raiasthan State
the bond is seven years with a rate tfie Water Department in Mysore was
interest of 8.5 per cent. The incomeharging a minimum monthly tariff of Government to
accruing to the investors in theRs 45 for providing 28,000 litres of
municip%l bonds from the rate ofwater to theI:3 consur%er. Even when thEOl'mUlate Water
interest will be exempt from Incomeconsumer does not use 28,000 litres pgupply Schemes for
Tax. month, he has to pay a minimum,

MCH has thus become the eightfnonthly tariff of Rs 45. As per e Alid Areas

city to raise funds from the capitalcOnvenor, this tariff structure may be  Hoping to save the ground water
market through municipal bonds. Thd/l€gal, since it goes directly against thejgnificantly in the scarcity—hit areas,

cities that have accessed the capithligh Court judgement. Giving detailsthe Rajasthan Government will soon
market since 1997 through municipaP! the High Court judgement, theformulate water supply schemes
bond issue include Ahmedabad (twicé‘;onvenorfurthersald that the Bangalor@ncouraging the use of surface and
Rs.1 billion in each issue), BangalordVater Supply and Sewerage Boarghinwater.

(Rs. 1 billion), Ludhiana (Rs. 200(BWSSB) amended its regula_tlons in
million), Nasik (Rs. 1 billion), Madurai 1998, o charge consumers having water 0 entary grants for 2001-

(Rs.300 million), and Indore (Rs. 1003UPPIY connections of size 20 mm 0bqy, " pypjic Health Engineering

million). The city governments have!More fora minimum quantity specifiedye o ey (PHED) Minister stated in

thus raised about Rs 5.93 billion fron92inst each size, or the actu_eﬁle Assembly, that a dozen water supply
the capital market through municipafOnsumption, whichever is higher. ThlsSChemes _ mainly in Jaipur, Jodhpur,

bonds. resulted in the consumer paying for ?Jdaipur, Bharatpur and Dholpur — were

specified consumption level, even icurrently in operation, while the
Karnataka ngh Court they used less water. As per thig e sector reform scheme had been
Passes Order on

amendment effected by BWSSB, ?mplemented in four districts.
Water Tariff in
Mysore

consumer having a 50 mm connection
had to pay for at least for 3 lakh litres ~ The Minister called for people’s
of water per month. participation in the drive to supply
As a consequence to a batch of 13
writ petitions, the Karnataka High Courq
passed the judgement of great relevance

water to remote areas to make it a
to the citizens of Mysore, ordering tha
water consumers should be chargead

During the debate on the demand

West Bengal Industrial Development |
Corporation to Float Bonds

To fund a monetary incentive scheme An interest rebate of 0.5 per cent will

Only for the aCtual measure for 1‘he SfOfe'S SmQII invesfors, West be given to fhose Who repay fhe enﬁre
consumption and not for estimate ) Bengal is floating public bonds worth Rs 4 6unt within the stipulated fime, while
consumption. | 500 million. The West Bengal Industrial those repaying 75 per cent of the loan

| .
While passing the order thel Development Corporation (WBIDC), the
! I nodal agency for industrialisation in the

Honourablg ‘_JUdge quoted the_ SUprenﬁesfcﬂe of West Bengal, will issue the
Court decision of 1988, Whl(.:h Iays} bonds. Initially, the Kolkata Metropolitan
down, that the “supply” for which the| Development Authority (KMDA) will float

on time would get an interest rebate of
0.25 per cent.

As per the West Bengal’s Municipal

customer pays was the supply which the bonds. Depending upon its success,
was in fact, supplied to and consumefl the state government would decide on
by the customer. The Apex Court als¢ increasing the issue size.

laid down that the consumer could not  As per the WBIDC Chairman, the
be charged on estimate basis. As sudh,money raised from the bonds will be
the Honourable Judge of the Karnatakg given to investors as an incentive for
High Court declared the amende setting up units in the state. Th.e' bond
regulation as illegal, null and void anjj B EReesiciteady been ratified by

| the WBIDC tive body. Besides, th
ordered the BWSSB to levy charges . T e

. | corporation has allocated Rs 140 million
only for water _aCt_ua”y supplied and: as financial assistance to small investors
consumed as indicated by the watqr and plans to disburse a total sum of

meter. I Rs 500 million, to be raised from the
According to the convenor Of: bonds, during the current fiscal year.

Affairs Minister, the government has
already given KMDA the permission to
float the bond and would stand
guarantee for the bond. These bonds
would carry an interest rate of between
11 to 12 per cent and will have a
maturity period of seven years and the
money thus raised will be spent on
developing Kolkata
Metropolitan Area. Similar bonds would

roads in

be issued for raising funds for
developing infrastructure in the other
parts of the state.
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resounding success. In spite of sever@later resources development anstate water policy backed with an
odds, the state government had magieanagement for optimal and sustainableperational plan of action. As per the
extensive arrangements for wategtilisation but exclude inter-state watePrime Minister, this has to be done in a
supply. As per the minister, dalothan  disputes recently. time bound manner in two years.
Yojnd will shortly be launched in According to the water resourced urthermore, he expected the states to
Nagaur, since the ground water tablﬁ/linister the revised and updated poIic?tart working on this and come out with
is depleting fast in the district. In ’ @onrkable action-plan.

addition special schemes would b
sanctioned for Jalore, Barmer an
Sawai Madhopur before June 2002.

was unanimously adopted at a meeti
f the Council chaired by the Prime  According to the Prime Minister,
inister. After day long deliberationsthe over-exploitation of ground water
the Council resolved to adopt thevas largely due to the subsidies for
The Rajasthan Government hagevised national water policy withpower and diesel resulting in sharp
decided to construct huge water tanksiodifications as agreed to by théowering of water table in several
in all villages with a population of 4000Council and directed for its circulationregions. Hence there was a need for
or more. The management of the tankgo all concerned. At the meetingadvocating appropriate  group
pipelines, machines and poweattended by Chief Ministers andncentives to involve community action
connections would be handed over tprigation Ministers of the states, ato recharge ground water.
the res_idents of the villages with areso_lution to name the policy as the  The Prime Minister also informed
population of 1500 or more. National Water Policy 2002 wasihat with the passage of Inter-State

Presently all the 222 towns, 3760&dopted. Water Disputes (amendment) Act by
of the 37,889 villages and hamlets in  The water resources MinisterParliament recently, it would expedite
the state have been benefited byslled it to be a landmark achievemerthe settlement of the inter-state water
drinking water. During the currentfor his Ministry. The Minister further disputes in a time bound manner, since
financial year, the benefit would beydded that the policy integrates quantitthe tribunals would have to give their
extended to over 11,000 villages angnd quality aspects as well adinal decision within a maximum period

hamlets. For 2983 flouride-affectedenvironmental considerations for wate@f six years.

villages and hamlets, schemes wortthrough adequate institutional

Rs 5333.5 million under the Rajivarrangements including setting up o :

Gandhi National Drinking Water appropriate “river basin organisations”.]")elhl Government

Mission have been sanctioned. . - Contem |ates
Already, as many as 675 villages have The Prime Minister marked the P

been benefited policy as the beginning of the new erapo"ution CESS
’ He said the policy provided that to

Revival of the conventional waterachieve the desired objectives, each Delhi Government is planning to

resources has been taken up and 13,084te would have to formulate its owrimpose “pollution or environmental
wells and ponds have been renovated.

Besides, 34,000 cases relating to rep
of hand-pumps and drinking wate
were disposed of during the
“Prashasan Gaon ke Sdngcampaign.
The Rajasthan Government has als

World Bank Agrees to Fund
Rs 4.71 Billion Water Project

constructed for sustainability of ground

As part of Rs 120 billion Karnataka

formulated a contingency plan for
summer to maintain adequate supplj
of drinking water.

National Water
Resource Council
(NWRC) Adopts
Policy on Sustainable
Utilisation of Water

The National Water Resources
Council (NWRC) adopted the nationa“
water policy, which would integrate

Water Resource Consolidation Project for
which the World Bank has released
Rs 50 bhillion, the bank has agreed in
principle to fund a Rs 4.71 billion project
for augmentation of ground water
resources by constructing “artificial
recharge structures” in 58 taluks of
Karnataka.

Under the ground water recharge
programme, 50221 places have been
identified where artificial recharge
structures such as check dams, infiltration
bore wells and percolation ponds will be

water resources. The Department of
Mines and Geology would implement the
project. Efforts would be made to involve
the people, particularly beneficiaries of
the project.

According to the Minister of Mines and
Geology, implementation of the project
would help augmentation of ground water
resources. The existing ground water
extraction structures would yield water
constantly, while drinking water wells
would give optimum output of safe
drinking water to villages.
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cess” on all industries operating in thggovernment is also contemplating aassociations do the garbage collection
capital. This is being done to generateertain amount of cess on vehicles, tand segregation. These collectors
funds to implement the anti-pollutionbe collected at the time of registratiorcollect the waste from each house and
and environment related programmesf a new vehicle before it hits the roadsegregate it. Nearly 80 per cent of the
on a large scale. It is thought, such @his cess could form part of the roaddomestic waste, by volume is non-
step would take the fight againsttax deposited by vehicle owners withbiodegradable, while each household

pollution and environmental the State Transport Authority. generates about 1 kg of biodegradable
degradation further. waste every day. Ten cycle rickshaw
The Chief Minister of Delhi is NOIDA Residents pullers have been contracted to carry the

keen that everyone, including th

e L]
industries and people of Delhi, shoud.aunch Domestic

biodegradable waste to composting site.
contribute their bit for fighting the

CRRI Report
menace and make Delhi a better pIacé.NaSte Management C f pCNG
The idea of imposing cess has beePrOjeCt onrirms

mooted by the Chief Minister. Initially . . . Vehicles Less
a corpus fund would be created for this A pilot project to collect domestic

purpose, to be strictly utilised for Vaste from over 1,500 NOIDA homeSPO"Uting

fighting pollution and related issues'@S been launched by the loca _ _
This cess is on the lines of the cestesidents. The waste is being collected ~ The first ever study on in-use CNG

imposed by the Centre on diesel anfjom the doorstep. The project has beewehicles in India by four scientists of
petrol for taking up road projects allPartly funded by NOIDA. Domestic Central Road Research Institute (CRRI)
waste collection, segregation,has confirmed that carbon monoxide

transportation, treatment, selling orand hydro-carbon emissions of in-use

The conceptwas discussed during o r\vise  disposing of in an CNG vehicles are less than petrol and

the meeting of the Delhi Cab'ne;environment-friendly manner is takendiesel vehicles.
recently and the Finance an

care of under this project. The report titled “Emission

Environment Departments have been _ _— : .
asked to study the quantum of cess, AS part of the project, the large characteristics of in-use CNG vehicles

which could be possibly imposed ortnsightly garbage bins of the NOIDAIN Delhi” was based on evaluation of
industries. The new pollution/Authority have been removed from theexhaustem|33|on§ under idle con_dl'tlons
environment cess would probably berea around the houses. Each househdkj 846 CNG vehicles — both original

imposed across the board on all thgays about Rs 15 per month and thgqU|pment and retrofitted. The vehicles

existing and upcoming industries in théNOIDA contributes Rs 5000 per month.included 100 buses, 346 cars and 400

capital from the next financial year.The local residents expect the projecfUto-rickshaws.

Even non-polluting industries wouldto break even soon or perhaps make a The norms fixed for the carbon
have to pay the cess. small profit. If the project succeeds, themonoxide emission for in-use and mass
The idea behind this move is toAUIhor'_ty expects to extend it to coveremission levels for autp-rlckshaws and
; e{he entire NOIDA city. four-wheeler CNG vehicles are 4.5 per
involve those very people, who over cent and 3 per cent by volume of
period of time were responsible forthe  As per the Director of the domesticexhaust res erz)ctivel . thisybein st an
present mess, actively in the wawaste management wing of NOIDA'’s i P ey 9]
i i . " . . . extension of the idle norms of petrol
against pollution. A majority of Citizens Action Council, the projectgot ="~ : .
. ) 2 L . vehicles as in Section 115 of the Central
industrial and trade associationsjnitiated in Sectors 39, 40 and 41, o otor Vehicle Rules
particularly the industrial estates andApril 3, 2002, with Authority providing S _
trade centres have been reluctant 3,000 sq metre plot, in the green belt  The level of compliance with the
take part in the initiative launched byof Sector 50, for digging compost pits.8Mission norms was 100 per cent
the government. Failure of majority of The local residents have dug the pit§mMong the auto-rickshaws, while it was
the industrial associations to contributeaind started putting in biodegradabldound to be lower at 85 per cent in cars
their share for constructing 15 commomwaste for composting. It is expected2nd 81 per centin buses. In over 70 per
effluent treatment plants (CETPS) tdn a couple of months the composPent of the auto-rickshaws, Co levels
treat polluted water before beingwould be ready to be sold to a€'™® found to be less than 0.1 per cent
discharged into the Yamuna is a pointeiholesaler for Re 1 per kg. The non." the exhaust and further, all the 400
in this regard. To ensure compliancgiodegradable waste is being sold t(?NG levels less than 3 per cent, while
of this directive, the Delhi Governmentkabariswho take it for recycling. he official limit was 4.5 per cent. As

is contemplating taking legal action. . an exception, a few of the cars had
pating 918 The collectors hired by the reported emission values of even 8 per

In addition to the cess, therespective resident's welfarecent.

over the country.
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Similarly in case of four-wheelers,The most significant reduction of 350 peenvironment friendly and economic
60 per cent of the CNG cars had Ceent for Co and 3,000 per cent for Hc wafsiel.
levels below 0.5 per cent, while 75 paecorded in CNG three-wheelers. The report added that the

cent had Co levels below 2 per cent, ag per the CRRI report, moreexisting CNG chaos in Delhi is a big
while the official limit was 3 per cent.exhaustive quantitative evaluation ofleterrent for promoting the use of
In case of CNG buses, Co level wagnissions of CNG and technologicallCNG as alternative auto fuel. It
recorded to be 0.5 percent, while 75 pgfyanced conventionally fuelled vehiclesuggested encouraging CNG use in
cent were well within the limit of 3 pefig needed. This will help in overcomingconjunction  with  cleaner
cent. In about half of the 100 buses, GQog; of the prevailing misgiving. Besidesconventional fuels.

levels were below 0.5 per cent, whilgis will also help in establishing CNG as
in 75 per cent Co levels were within the

limit of 3 per cent. Some of the CNG
buses had recorded Co levelstobe'6 =~ =~ = "~~~ ~ "~~~ — — "~~~ = = o= = 000w w0 .

per cent. ! MCH Website Does Proud !

. . 1

The CRRI scientists also measured  The website of Municipal Corporation of Hyderabad (www.ourmch.com) has done the
hydrocarbon levels of tailpipe corporation proud by winning various awards recently.
emissions of CNG vehicles. Ninety per  The website, www.ourmch.com, has been chosen for this year's 2002-2003 Golden Web
cent of the auto-rickshaws had recordédaward instituted by the Web Masters and Designers (IAWMD), covering 145 countries. The !
Hc level to be less than 400 part pérIAWMD sponsors and affiliates include some of the world’s largest and most respected |
million (ppm), while 75 per cent had companies like General Electric, Microsoft, Hertz, K-Mart, Amoco and other big companies. *
Hc level less than 200 ppm. According to the Additional Commissioner, MCH, “By winning the Golden Web Award .
é there will be instant recognition and credibility to the site”. Meanwhile, the corporation’s website |
has also been selected for the ‘Stockholm Challenge 2002 as among the 500 best websites |
.. from all over the world. The results will be announced very soon.
ppm, but a few cars had Hc level as high : . . . . _

Stockholm Challenge is a unique award programme for pioneering IT projects worldwide.

as 2,400 ppm. 60 per cent of the CNGThe award reflects, how information technology could be used to improve the quality of every
buses recorded Hc level below 400 day life. The programme is run by the city of Stockholm in cooperation with the European J
ppm. Commission. |

When compared to the norms for As per MCH Additional Commissioner, “The Stockholm Challenge jury will base their
in-use petrol vehicles published in a evaluation on criteria like innovation, user need, accessibility and transferability while the -
2001 CRRI study, it was concluded that focus will be on the benefit of the project on users”. [
adoption of CNG technology led td Another feather has been added to MCH as its website has been awarded the ‘Excellence |
reduction in Co level by 10 per cent and Community Web Site Award’ by arundel.org.uk, the most popular on-line guide to Arundel,
Hc level by 23 per cent, respectively. West Sussex. The award was given to the site, as its content is up-to-date and relevant.

Likewise, about 65 per cent of th
CNG cars recorded Hc level to be 200

L -

The Municipal Corporation of Delhi (MCD) has entered
into a Memorandum of Understanding (MoU) with
Infrastructure Development Finance Company (IDFC) to
upgrade and enhance its urban infrastructure services.

Having expertise in development of infrastructure, the IDFC,
established in 1997, would help the MCD to find private funding
for its commercially viable projects, besides assisting in framing
financial policies and strategies for the Corporation.

The MoU envisaged looking into innovative methods
to enable speedy and comprehensive development of
urban infrastructure in the capital by ensuring active
private-public participation.

The four main sectors where the IDFC would actively
work with MCD include solid waste management-
collection, transportation, treatment and disposal; land use
commercialisation; urban transport; financial planning and
development of urban-social infrastructure.

So far as land use commercialisation is concerned, the
IDFC would formulate plans to develop vacant land for
parking and other commercial use besides preparing
database of properties to identify their market use, thus
generating more revenue for the civic body.

While developing urban transport, emphasis would be
on development on infrastructure projects including roads
and flyovers, besides finding ways to optimise toll tax
collection. For urban-social infrastructure development,
emphasis would be on health and education sectors for
maximum optimum utilisation of resources.

As per Mr. Rakesh Mehta, the MoU would help the MCD
meet its resource gap through private funding of its
projects and also get help in executing commercially viable
projects, thus enabling the Corporation to provide better
service to citizens. He hoped the step would make the
Corporation’s functioning more professional and efficient.
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Competition Hots Up As Housing Loans Offer a Better Deal

The falling interest rate regime andinclude “increased professionalism ofper cent with effect from January 1,
a stagnant real estate market havéhe builder community, changing2002. Besides, HDFC has also dropped
together provided a large number ofprofile of property aspirants andlending rates on its fixed rate loans. From
prospective property buyers anshrinking speculative activities in thel1.8 per cent charged earlier, the HDFC
opportunity to realise the best value forreal estate market”. In the coming yearshas lowered the processing and
their money. the interest rates would, by and largeadministration fee to 1 per cent.

Presently home loans up to Rs 1gd€Mmain stable. However, in case small |, naqt three months or so, HUDCO
million with negligible processing Savinginterestrates are reduced beyond  4ready slashed interest rates twice
charges are available with some bank§*Pectation then the interest rates will,, y thjs time they have reduced the
and housing finance companies. In thé!so fall steeply. interest rates on housing loans by 25
last five years, peak interest rates  The senior executive of Birla basis points.
charged by these companies have comgome Finance pointed out that in any  As per the CMD, HUDCO, the rate
down to around 13 per cent from 18-20case, with more than 30 players in thef interest is at its lowest and by mid-
per cent. Furthermore, the maximumhousing finance sector, competition igune, interest rates will firm up as banks
tenure for repayment of such loans hagere to stay, which in turn would giveare yet to reduce PLR and instead of
gone up to 30 years. rise to more and more lucrativehousing rent eating away the hard earned

In the present liberal fiscal regime, Opportunities for property aspirants inmoney every month, it is better to get
home loans for acquiring ready the coming years. smart with one’s money and utilize it in
properties, plots, extension/ In the beginning of the this year,t_he most (_af_ficient way by taki’ng the
improvement of already ponstructedaround six companies which inclugdimely deC|S|on_ of building one’s own
houses . and propertles underHDFC’ HUDCO, LIC Housing house. A housing 'Ioan for this purpose,
constrqctlon, are gvallable to peoPIeFinance, ICIC] Home Finance,bes_'des compelling fpr compulsory
belonging to salarled class, the_ Self'Corporation Bank and SBI have already@ViNg every m_onth in the form of
employed, t_he business community, O oftened their interest rates, with |C|C|equat_ed mo_nthly instalments, would also
even the retired governmentemployeesannouncing a reduction in interest ratee_elp in saving a large amount on the

The new lower interest rate regimeon fixed rate housing loans by 25 basidirect tax front, since an individual can
is profiting fresh customers. Those whopoints with effect from January 7, 20022Vail @ deduction of up to Rs 0.15 million
had availed housing loans earlier abesides lowering its processing andfom his totalincome under section 24(2)
much higher interest rates can nowadministration fee from 1.8 per cent td°f the Income Tax Act 1961 for interest
utilize the new interest regime by 1 per cent for resident Indians and fronP@d on housing loan every year. The
availing a balance loan transfer facility2 per cent to 1.25 per cent for nondeduction is, however, available only in
offered by various housing finance resident Indians, effective from JanuanF@Se the property is self occupied and
companies/banks, allowing conversion10, 2002 respectively not rented out by the assessee.
of an old loan with a higher fixed ) . Besides, one can also claim a 20
interest rate into a fresh loan with a low .Corporatlo_n Bank has m_creasedper cent tax rebate under section 88 for
floating interest rate. maximum permissible loan period fromyg oy ment of the principal amount of the

As per MD and CEO of ICICI 20 years to 25 years subject to the age, o |0an up to Rs 20,000 every year,

. of the flat/house proposed to be . .

Home Finance Company Ltd, a wholly purchased by the customer and the other LIC Housing Finance has also
owned subsidiary of ICICI Ltd, the terms of the scheme. In some cases trH%duced the interest rates on individual
liberal trend witnessed in the housingbank has also startéd charging ir1te;e%ousing loans. As per the revised
finance sector is likely to accelerate . : . _structure, an interest rate is to be charged
further in the coming years as well, and®" F’a")’ reducing bal'ance basis 33t 10.25 per cent on loans between
expects the entire industry to disburse_ag‘"lInSt its general practice of comput.lnghsl 0.2 million and Rs 10 million for the
a total housing loan of around Rs 220nterest ratgs on a monthly fed}JC'” eriod of up to five years and 12 per cent
billion in the current fiscal year as Palance basis. The bank has decided ig, the period of 11 to 15 years. The
against Rs 140 billion disbursed inWaive the processing charges on aljyating rate of interest on loans for all
2000-01;during fiscal year 2002-03 housing loans sanctioned up to Marclyahs and all terms is now uniformly
disbursement are likely to grow by at31, 2002. fixed at 11.5 per cent. The processing
least 30 per cent. Likewise, HDFC, Corporation and administrative fee has been reduced

The experts believe that the otherBank and SBI have cut their floatingfrom 1.5 per cent to 1 per cent of the

factors helping to achieve this growthinterest rates from 12 per cent to 11.4an amount.
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URBAN INFRASTRUCTURE NEWS IN BRIEF

> World Bank Approves $350 million for Andhra Pradesh, Karnataka Reforms: The World Bank approved
a total of US $ 350 million to support the economic reforms projects in the two states of Andhra Pradesh and
Karnataka with a combined population of 130 million people. The Second Karnataka Economic Restructuring
Loan/Credit, a US $ 100 million package and the Andhra Pradesh Economic Reform Loan/Credit, a US $ 250
million package, support a far-reaching programme of economic and structural reforms already underway in
these two states.

The assistance to Andhra Pradesh is co-financed by Department for International Development (DFID) of the
United Kingdom, which is providing an additional grant of UK 65 million pounds. The World Bank reasoned
that the Government of Andhra Pradesh had initiated some of the most far-reaching reforms in India in the
areas of governance, power sector and expenditure management.

> $ 542 million World Bank Loan For Gujarat And Karnataka Projects: India has bagged a $ 541.7 million
World Bank loan for two projects in Gujarat and Karnataka. The agreements, signed by the Centre and the
World Bank, are for phase Il of the Gujarat Emergency Earthquake Reconstruction Programme ($442.80
million) and the Karnataka community-based tank management project ($98.90 million). The loan, funded by
International Development Association (IDA), would be without any interest obligation for a period of
35 years, with an annual service charge of 0.75 per cent. The government had earlier entered into an agreement
with World Bank for reallocating $ 400 million for existing IDA/IBRD projects in March 2001 to provide additional

funds for Gujarat.
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