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Executive Summary

The Tamil Nadu Urban Infrastructure Financial Seesi (TNUIFSL) mandated ICRA
Management Consulting Services (IMaCS) for coneersof City Corporate Plan (CCP) of
Kumbakonam Municipality (KUM) into a Business Plafhe CCP for Kumbakonam was
prepared in 2002, under the Tamil Nadu Urban Deraknt Project - 1| (TNUDP-II) to develop
vision, strategies and tasks to be carried out BWIKSubsequently, KuM has prepared a Vision
Plan, identifying various projects that it plansuttdertake during 2004-09. The objective of this
study is to enable effective implementation of pot§ envisaged in its CCP and Vision Plan
through preparation of this report on conversiothefCity Corporate Plan to a Business Plan.

City profile and growth potential

Parameter Details
Kumbakonam is a special grade municipal towrRopulation (2001) 140021
located 313 km from Chennai on the South, 90 kecadal Growth (1991-2001) 0.4 P
from Trichy on the East, and 40 km from Thanjavuio. of Wards 45
on the Northeast. The town is famous for Mahamagafgx Ratio 1010
festival, which is celebrated once in 12 years. Literacy rate — 2001 78 9%

The population growth has slowed down during trst tuple of decades. This has primarily
been due to Kumbakonam'’s geographical constraintsrms of limited land area and industrial
potential. Kumbakonam is a temple town in the vtgiof large-scale agricultural activity, which
supports trading and commercial activities. Thiesdhare limited avenues for primary activities
within the town. A significant 44% of the land ismurban area due to the presence of rivers,
lakes, water bodies, agricultural land etc, whédeant areas accounts for less than 2 % of the land
available. Select interventions identified in th€RCin this regard are highlighted below

Decongesting city areas The limited land available in the town makesahgested and
there is a need to direct commercial activitiethtoperiphery of the town.

Focused heritage area restoration KuM needs to undertake some focused actions to
restore and preserve its heritage areas.

Water front development - Encroachment and pollution have led to degradatibthe
town’s canals/water fronts. These issues need smldeessed on priority.

Master Plan - The CCP observes that there is a need for bettadication among nodal
agencies with respect to land-use management apanation of town planning schemes.

Kumbakonam has potential to leverage its heritafjastructure and spur economic development
through tourism initiatives. But this would requii@used interventions in terms for restoring
heritage sites and in providing necessary infratitral facilities relating to connectivity,
hospitality and sanitation.

Conversion of CCP to BP — Kumbakonam Municipality 5



Municipal Services - Status assessment, gaps andiags being taken

Exhibit 1 presents a summary of service levels statlis with respect to select indicators in
Water Supply, Sanitation, Transportation, Stregit and Solid Waste Management.

Exhibit 1 - Status of Municipal services

Sl. no Parameter / Indicato r Value | Issues and Gaps
A. Water Supply

1 Total Water Supply (MLD) 16 + Demand - Supply — With the augmentation scheme,

2 Water Connections - nos. 11700 Kumbakonam appears to have adequate water supply

3 Sbiic Fountains —Fos =0 in place for its future needs.

i ) «  Scope for adding water connections  — Water

4 Daily Per Capita Supply (LPCD) ~ 100 connections account for only 50 % of the number of

5 Storage Capacity / Daily Supply (%) 56 % properties assessed and indicates the scope for adding

6 Pipe length / Road Length (%) 100 % more connections.

5 Wat 5 ; fos (% = «  Collection efficiency - Overall collection efficiency had

ater connections / properties (%) ° declined steeply over the last few years. The low current

collection efficiency (27%) is a major cause for concern,
especially considering KuM'’s high debt.

Actions required / being taken:

« Initiated a pilot project for providing 24x7 water supply in select wards to be subsequently scaled up in whole town.
« Planning installation of meters at various stages in the supply chain from head works, transmission system and
distribution to minimise leakages and to have a centralised control of the network.

B. Sanitation
8 UGD network (Yes/No/In progress) In e Currently implementing UGD scheme with assistance
progress from NRCP

5 %% population with sepiic tanks 62% . Kum_bakonam needs UGD to the tune of 105 kms. Out

i _ of this 84 kms has been completed and the balance 29
10 Number of Public conveniences 71 kms needs to be done. The municipality has estimated
11 Length of Storm drains (km) 75 a requirement of Rs.2900 lakh for this purpose.
12 Est. access to sanitation (%) 71 %
13 Storm Drains - % of road length 73 %

Actions being taken:

«  Proposal for extending UGD scheme to uncovered areas has been sent.
« Plans for ‘Green area’ near proposed Sewerage Treatment Plant maintained by Self-Help Groups proposed.

«  Storm water drains cover only 73% of the road network.

C. Roads, Transportation and Street Lights

14 Total Length of Roads 103 »  Nearly 92% of the road network is surfaced, but require
15 Total number of Street Lights ~ 4350 substantial overhaul after completion of UGD scheme.
16 BT + CC roads / Road length (%) 80 %

17 Road length per Street Light (m) 23 m

Actions being taken:

«  Upgradation of roads at an outlay of Rs. 5.5 crore being undertaken
« Rs. 28 crore proposal submitted for upgradation of roads covered by UGD scheme

Conversion of CCP to BP — Kumbakonam Municipality




D. Solid Waste Management

18 Total Waste Generation (MT) 85 +  Need for additional land for disposal yard.
19 Collection - % of waste generated 38 % «  Daily collection levels need improvement

- - Potential for expanding scope of door-to-door
20 Compost yard area -available 5.65 .

collection.

21 Compost yard - required (Acres) 14
22 No. of Vehicles for SWM 23
23 Rated Tonnage of vehicles (MT) 60
24 Compost Yard - Gap - Acres (8.4)

Actions being taken:

- Land acquisition near STP site planned - 24 acres at an outlay of Rs. 1 crore. Maintenance by SHGs envisaged
«  Collection force augmented by inducting 120 unemployed youth

«  Segregation and anerobic composting in place

Analysis of financial performance

Exhibit 2 provides a summary of the financials d§M, along with a) an analysis of the growth
and b) change in composition of various revenueexpeinditure heads.

Exhibit 2 - Financial analysis

Year FY FY FY FY FY CAGR
2001 2002 2003 2004 2005 %
INCOME
Taxes 385 389 404 441 442 4%
Property Tax 366 364 379 401 402 2%
Prof. Tax 19 25 25 40 40 20%
User Charges / Fees 189 201 408 450 229 5%
Water Charges 80 95 138 101 59 -71%
Sewerage Charges 3 3 58 118 123 | 155%
Service Charges / Fees 107 103 211 231 a7 -18%
Other Income 100 71 46 49 33 -24%
GRANTS /CONTRIBUTIONS 190 176 364 304 475 26%
ASSIGNED REVENUE 134 129 315 269 302 22%
TOTAL (excl. PPI) 998 966 | 1,537 | 1,512 | 1,481 10%
Prior Period Income (PPI) 16 6 9 32 54 36%
TOTAL INCOME (incl.PPI) 1,014 973 | 1,546 | 1544 | 1,535 11%
EXPENDITURE

Salaries 550 521 557 598 560 0%
Repairs & Maintenance 89 250 265 255 188 20%
Admin 59 55 46 64 48 -5%
Prior Period Expenditure 10 2 - 3 5 -14%
TOTAL OP. EXPENDITURE 708 828 869 920 802 3%
OP. SURPLUS 306 144 677 624 734 24%
Depreciation 439 246 199 270 297 -9%
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a)

b)

Finance Charges 111 57 84 104 93 -4%
TOTAL EXPENDITURE 856 448 960 998 | 1,123 7%
SURPLUS (After Dep and Interest) 158 525 586 546 412 27%

There has been growth in operating surplus (CAGR-24%) during FY 2001-2005.
However this has been achieved primarily by gromti®rants/ Devolution income (CAGR-
26%) and assigned revenue (CAGR-22%).

There has been hardly any growthkoM’'s own income (CAGR - 1%), which coupled
with the poor collection efficiencies is a majousa for concern

KuM has an outstanding loan of Rs. 2516 lakh in F2005.Finance charges have declined
from 11% of income to 6% of income over the lage fyear. However, overall debt servicing
is likely to increase, as repayment of water supgiyn (Rs. 1700 lakh) becomes due. KuM
wold need to improve its financial position anddtdlection efficiencies in order to meet its
debt servicing obligations in the future.

Capital Investment Plan

We have compiled the felt needs of the city un@deious service areas, based on

Review of projects recommended in the City CorpoRiin

Status and progress on projects identified asgfdhte Vision Plan (2004-09)
Consultations with stakeholders and

Discussion with officials

Exhibit 3 provides a summary of the CIP for KUM.

Exhibit 3 Capital Investment Plan along with phasin g - Short Term (2006-10 and 2011-15)

Phasing

Segment QOutlay [2006-10]2011-15
Water Supply 2,000 1,000 1,000
Sewerage and Sanitation 2,900 2,000 900
Storm Water Drains 1,000 500 500
Solid Waste Management 850 500 350
Roads 1,525 750 775
Street Lights 75 50 25
Remunerative Infrastructure 2,000 1,000 1,000
Slum Development 9,000 3,000 6,000
Education 55 30 25
Others 71 50 21
TOTAL 19,476 8,880 | 10,596
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Priority Projects

Priority projects identified by the municipalityealisted below. These projects and the capital
expenditure estimates given above have been aravédsed on projects identified in the City
Corporate Plan prepared earlier and based on discusiith Chairperson, Commissioner and
municipal officials.

1. Completion of ongoing UGD scheme. Additional aredtsout in the current scheme of
approximately 29 km of roads as identified alsodnteebe taken up.

2. Restoration and upgradation of roads in view offtber condition following implementation
of UGD scheme and heavy rains last year.

3. Pilot project for providing 24x7 water supply inesg wards to be subsequently scaled up in
whole town and Installation of meters at variowgyes in the supply chain from head works,
transmission system and distribution to minimisgkéges and to have a centralised control of
the network.

4. Remunerative projects, largely through privateipgation and BOT basis, specifically
relating to tourism development as listed below:

a.

b.
c.
d

®

Park along with recreation facilities at Srinivéagar

Museum at Government arts college

Recreation facilities at Tank in Electricity Boastfice on Mayiladuthurai Road
Light/sound show, handicrafts and Description ofritage importance covering
Mahamaham and other aspects of Kumbakonam at utarsedrea at Vanathurai
Provision of open theatre and park at Ayikulam land

Provision of evening bazaar for selling handiceaitl other items at the vegetable market
at Darasuram to utilise the facility more effeclve

Creation and operation of a horticultural (flowgrdent at the Sewerage Treatment
Plant site through Self Help Groups

Development of municipal land in TS. NO. 79 pa#, part, 75 part in block no. 1 Ts
ward 5 to develop a Shopping Mall on the Grounarfland Community Hall on First
Floor and mini A/c Theatre in First Floor

Office complex, Library and Community centre at d&faja Chettiar School in
Kumbeswaran Park.

Reform Agenda

ULB level

KUM could potentially increase its own income to.R& lakh by 2010 through focused
interventions in the following areas:

Conversion of CCP to BP — Kumbakonam Municipality 9



1. Property tax: — through revision in ARV, widening assessee laaskcloser scrutiny.

2. Professional tax— sustaining a growth in assessments of 6 % inafisessments through
widening tax base among traders and self-employafégsionals

3. User charges- KUM should target achieving 16000 water connewi@ven by FY 2010.
Implementation of UGD scheme structured partly ablic deposits and user charges could
also add to revenues and investment capacity.

4. PPP / remunerative projects- KUM also needs to explore land development asvenue
enhancement mechanism and should focus on atgagtivate sector participation through
appropriate BOT/ SPV structures for implementingueerative projects. Development of
tourist amenities and othe remunerative projectisaged by KuM appear amenable to PPP.

5. Energy costs- A savings of 10-15% reduction in energy costs eapp imminently
achievable. A comprehensive energy audit is reduirehis regards.

6. Collection Efficiencies- KuM'’s collection efficiency is very low acrosdl &s revenue
heads namely, property tax, professional tax aner wharges and needs significant
improvement from current levels. KuM should considea focused one-time drive to clear
up its dues and b) strengthening of its collectoocess and organisation to ensure that the
overall levels of efficiency in order to improvedasustain its collection efficiencies.

7. NGOs / Corporate participation - Intensify focus on attracting NGOs/advertising rave
for city beautification projects.

Actions from GoTN and GoTN agencies

1. Initiate action to complete ongoing updation ofdamse and master plan for Kumbakonam
municipality on priority to guide future growth tife town in an orderly manner.

2. Revise ARV for property taxes, pending since 1998 ea earliest.

3. Develop model concessions / formats for involvintyd®e sector in various areas including
Solid waste, STP O&M, street light maintenance i@mdunerative projects

4. Incentivise energy conservation and implementatbr6WM guidelines through specific
grants

5. GOoTN should continue its thrust on e-governance;oacting systems and capacity
building/training. Specific actions on this haveehedentified in the report.

FOP, borrowing capacity and investment capacity

The borrowing capacity has been computed as themmim of NPV of operating surplus, 30% of
revenues during the projection period and worksoiRs.2656 lakh

Conversion of CCP to BP — Kumbakonam Municipality 10



At an aggregate level, assuming loans to be emnvaio 40 % of investment, sustainable
investment capacity works out to Rs. 6640 lakh Whik about 34 % of the total investment

requirement.

While loans and own funds should be used to finarreunerative projects, KuM should
leverage and utilize Grants from schemes like UIB$Sand IHSDP to undertake non
remunerative projects relating to slum developmeanal desilting etc. As suggested earlier in
the report, KuM should also consider involvemenpiafate sector in implementing remunerative

projects.

Exhibit 4 Summary of results of FOP

Summary of FOP results

Revenues — FY 2006 (Rs. Lakh) 1472
Revenues — FY 2015 (Rs. Lakh) 2765
Revenue CAGR % - FY 2006-15 7.26
Avg. Cash Operating Surplus 748
Avg. TE (excluding depreciation)/TR (%) 65%
Average Debt Servicing/TR (%) 26%
Borrowing Capacity as a minimum of NPV of

NPV of 50% of Cash Surplus (without new

loans) 2,656
NPV of 30% of Revenue 4,115
Borrowing Capacity 2,656
Investment Requirement 19,476
Investment Capacity (assuming 40% loans) 6,640
IC/IR (assuming 40% loans) 34%

Conversion of CCP to BP — Kumbakonam Municipality
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Details of Capital Investment Plan

Segment Outlay Rs. Lakh Ongoing projects and projects envisaged in Vision Pl an
(2007-12)

Roads 1500 | Kumbakonam has around 160 kms of roads. The municipality

Bridges and Culverts 25 | intends to complete the road works in 2006. Around 48 kms of
road works at a cost of Rs.4.94Cr. are being undertaken
presently.

Storm Water Drains 1000 | The municipality needs to undertake projects to the tune of Rs.
10 Cr. for storm water drains

Water Supply 2000 | Pilot project for providing 24x7 water supply in select wards to
be subsequently scaled up in whole town.

Installation of meters at various stages in the supply chain
from head works, transmission system and distribution to
minimise leakages and to have a centralised control of the
network.

Solid Waste Management 850 | An integrated solid waste management program by procuring
vehicles, equipments, establishing compost yards have been
planned.

Street Lights 75 | Energy savings Proposal through private participation being
considered

Tourism projects and 2000 | Construction of shops in bus stand, office buildings,

Remunerative Enterprises commercial complexes, markets (daily and weekly) slaughter
houses and 11 tourism / recreation projects identified by KuM

Education 55 | Renovation of elementary schools and noon meal centres

Sewerage and Sanitation 2900 | Kumbakonam needs UGD to the tune of 105 kms. Out of this
84 kms has been completed and the balance 29 kms needs to
be done. The municipality has estimated a requirement of
Rs.2900 lakh for this purpose.

Slum Development 9000 | Rs. 1300 lakh already sanctioned under IHSDP

Others 71 | Dhobikana, Town beautification, rain water harvesting, etc

TOTAL 19476

Conversion of CCP to BP — Kumbakonam Municipality 12




1. Introduction

1.1 Background to the study

Kumbakonam is a special grade municipal town amdstcond biggest in terms of administrative
status in Thanjavur district. Under the Tamil Ndddban Development Project - Il (TNUDP-II), a
City Corporate Plan (CCP) was prepared for KumbakoMunicipality (KuM). The objective of the
CCP was to outline a vision for development of ¢iity and to identify strategies and tasks to be
carried out by KuM. Subsequently, KuM has alsodlgyed a 5-year Vision Plan (2004-09),
identifying projects that it plans to undertake idgrthis period. In order to enable effective
implementation of projects envisaged in its CCP aridion Plan, the Tamil Nadu Urban
Infrastructure Financial Services (TNUIFSL) mandat€RA Management Consulting Services
(IMaCS) for conversion of City Corporate Plan (C@Rd a Business Plan (BP).

1.2 Scope of work

The scope of work for the study covered a) assassafiehe financial and operating aspects of KoM,
b) Review issues relating to revenue realisationl @ost management and identification of
improvement (revenue enhancement and cost redjictieasures and c) Development of a Financial
and Operating Plan (FOP), taking into account g@knevenue enhancement and cost reduction
measures.

1.3 IMaCSs approach to the study

Exhibit 1.1 gives a snapshot of IMaCS’ approachthte study. IMaCS’s approach to the study
involved four steps as detailed below:

Exhibit 1.1 IMaCS approach to the study

—| DIAGNOSIS | - | EVALUATION OF - ] DEVELOP FINANCIAL &
CHOICES OPERATING PLAN
cep L Clarify ULB priorities on
projects /schemes —»| Base Case Business Plan
N Demands on ULB for J
various services ~ ; ; L .
[ Bromaoomeas | [ e et o S
of the ULB business drivers
Understanding of Arevan o et | cutcomes o be achieved
> context in which — revenue and cost
the ULB operates improvement
Steps to be taken by ULB/
Assessment of —» GOTN /TNU”:SL to_wards
B Ny . achieving the Business
Past Financials ¥
N plan milestones and targets
L, Review of ULB ||
performance Underlying
L, ) Operational
indicators and
- service delivery - -
Clarity on ‘As-is’ state of the ULB in Crystallize Strategic Choices Translate options into tangible
terms of financial and operating going forward and measurable projections
performance
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1.3.1 Step | — Diagnostic review

The diagnostic review involved an assessment oftineent status of KuM, its activities and finaricia
performance, review of the City Corporate Plan (C&® discussions with TNUIFSL and KuM. We
had the opportunity to interact with the Commissioand had extensive interactions with officials
and select ward members of the municipality dudngfield visits.

We collected relevant information on the perforneiaperational and financial) from KuM. Our
review was focused on the following areas:

- Financial position
«  Operational performance
. Demands on urban services in the town/municipality

The diagnostic review was directed towards achganclear understanding of the operating and
financial performance of KuM.

1.3.2  Step Il — Evaluation of options for financial improvement and projects

Based on the diagnostic review, we crystallisedoptgons for KuM covering a) analysis of potential
for revenue enhancement and cost management dreltbjeeds in terms of projects and estimate of
capital outlay.

1.3.3 Step lll — Projection of financial statements and stimation of investment and
borrowing capacity

We have projected financial statements for KuM urd® scenarios namely, a) base case and b) with
potential improvements. Under both scenarios, thgmum borrowing capacity and sustainable
investment capacity have been computed.

1.3.4  Step IV - Consultations and Finalisation

The Draft Final Report for the study was preserttedhe office of CMA, officials of KuM and
TNUIFSL in April 2006.

Subsequently, the report was discussed with Chaiopeand officials in November 2007 to factor the
views and aspirations of the Council in the report.
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1.4 Structure of the report

This report presents our findings and recommeadstirom the study and is organised as follows:

. Section 1 Introduction

. Section 2 Kumbakonam - a brief profile

. Section 3 Review of operating performance

. Section 4 Analysis of financial performance

. Section 5 Potential areas for improvement

. Section 6 Business plan and investment capacity of KuM
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2. Kumbakonam - a brief profile

2.1 Location and connectivity

Kumbakonam is a special grade municipal town amdsicond biggest in terms of administrative
status in Thanjavur district. It is located 313 k@m Chennai on the South, 90 km from Trichy on
the East, and 40 km from Thanjavur on the Northe®@ise town is a religious centre, with the
presence of a large number of temples. It has daimportance as a commercial and industrial
(small-scale) centre during the last quarter of 18 century. The town is famous for Mahamagam
festival, which is celebrated once in 12 years. Tdven has over 188 temples of various historical
periods scattered throughout the town. The towsoisnd by the river Cauvery on the north and river
Aresalar on the south.

2.2 Social and demographic characteristics

Kumbakonam with a total land area of 12.5 sg. km hd a population of 140,021 in 2001.

The population of Kumbakonam was 140,021 in 20@dplying a growth of 4.3%% over the
population of 48,003 in 1991. Exhibit 2.2 below wisathat the population growth has slowed down
during the last couple of decades. This has priyndreen due to Kumbakonam's geographical
constraints in terms of limited land area and imdaispotential. There has also been an outward
migration from the town during this period.

Exhibit 2.1 Population trend

Population Decadal
Year - —
Population Variation Growth rate %

1951 91648 2460 36.81
1961 92581 933 1.02
1971 113130 20549 22.20
1981 132832 19702 17.41
1991 139449 6617 4.98
2001 140021 572 0.4%

Source: Censusof India

The urban agglomeratibof Kumbakonam recorded an overall literacy rat8®f36% with female
literacy of 76.76%, while the sex ratio was 101nées per 1000 males. Thus Kumbakonam
compares favourably in terms of literacy and sew rrompared to state averages on these indicators
and even relative to overall urban population.

The increase in the proportion of population livimgslums is also a cause for concern. KuM has
recently carried out a survey to update the pojuiah slums and the level of service amenities
provided to various slum areas within the town. Shevey covered 45 streets / areas in 31 wards in

! Source: http://gisd.tn.nic.in/census-paper2/Statatstat_7_4.htm
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the town that have slums and also prepared thé ¢éweban service amenities in these areas. This
survey also highlights the need for a greater faruslum rehabilitation and resettlement.

2.3 Economic Development
2.3.1  Composition of workforce

Only 30% of the population was engaged in econoauaivity (in 1991) indicating the limited
opportunities and the need to exploit new oppotiemito promote the economy. The occupational
pattern for the city (available only as of 1991Ylicates that more than 60% of the workforce is
engaged in the tertiary sector. There are limiteehaes for primary activities within the town and
less than 2% of the workforce was engaged in psiraativities.

2.3.2 Economic activities

Kumbakonam is a temple town in the vicinity of kesgcale agricultural activity, which supports

trading and commercial activities. The CCP obsethatthere are only about 194 industries exist in
the town, of which 57 are rice and flourmills. Ortlyo units employ more than 100 workers and
manufacture tobacco products.

Heritage / Handicraft activity, particularly handlo om silk weaving and bronze sculpture
making are a prominent occupation in the town

Kumbakonam has a fairly large silk weaving segmemet|-known for its Thirupuvanam sarees in the
market. The CCP observes that silk weaving actifityms the second largest occupation after
agriculture in Kumbakonam and estimates that ab6Q0 families are employed directly / indirectly
in the silk weaving sector in the town. An estinob® lakh sarees are being produced annually from
this cluster and sent to markets both in India @mad. Apart from the Thuvarkurichi area, which is
an important cluster for weaving activity, weaviisgalso located in Nayankara Chetty street, old
Aranmanai street and along the community templeliding Birman koil, Karumpaiyira Vinayakar
temple and Kalika Parameswari temple.

Kumbakonam is also home to a well-know bronze haatti cluster. The Tamil Nadu Handicraft
Development Corporation (Poompuhar) was set upManimalai to train artisans and foster this art.
The CCP points out that in spite of a market ambotgls, temples and offices, the art of bronze
sculptures has not been leveraged to its full piseand indicates that there is significant export
potential especially to the markets of Singapoie Malaysia.

The important commercial activities of the town @mecanut products, brass vessels and textiles.
Commercial activities are generally concentratedrid around the temples and market areas. The
CCP observes that three markets namely, Kamaraakat) Nehru market and Fish market support
bulk of the commercial activities. Exhibit 2.2 capgs the key commercial areas and the type of
activities in Kumbakonam.
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Exhibit 2.2 Commercial centres and activities

Area Activity
Ayikulam road Lodging, Hardware
Dr. Moorthi road General shopping Nehru market

Chakkarapani South street | Godowns, whole sales markets
Kumbeswarar North street Brass, stainless steel vessels

TSR Big street Jewelry, Banks, financial services
Head Post Office road Automobiles, Lodging

Town hall Road General shopping

Thanjavur Road Textiles

Kamarajar market Vegetables

The CCP highlights the need to guide future commakdevelopments in the periphery of the town
and calls for a comprehensive approach to evolitalda plan for protecting the heritage value & th
temples in the town.

2.4 Heritage development and tourism potential

There appears to be potential for Kumbakonam to legrage its heritage infrastructure and spur
economic development through tourism initiatives. Bt this would require focused interventions
in terms for restoring heritage sites and in providng necessary infrastructural facilities relating
to connectivity, hospitality and sanitation.

There are more than 180 temples in Kumbakonangfsixhich particularly attract a large number of
devotees every year. As a result Kumbakonam hgmdicantly high floating population. The CCP
stresses the need to focus on protecting the beréeeas around the temples, especially in theexbnt
of the limited urban areas available within the moand observes that the Directorate of County and
Town Planning (DTCP) has initiated the process déntifying heritage development and
recommends the following measures in this regard.

- Delineation of heritage zone for a radius of 1 km
- Factoring the heritage aspects in the Land-useempktnning process
- Formation of a heritage committee to review thecpss and development around the area.

2.4.1 Heritage areas

Heritage areas in Kumbakonam comprise:

. Temples - The prominent temples in Kumbakonam include Adi HKeswarar temple,
Sarangapani temple, Somessar temple, NageswargeteRamaswamy temple, Chakkarapani
temple and Pana Pureeswarar temple.

. Religious Institutions - Kumbakonam is home to the famous Maharaja Kala &woeindha
Theekshidar Veda Kavya Pada Salai, which is engagédhining youth in vedic literature and
other religious activities. Sankara madam, Govikdai and Ahobila madam are other major
institutions in Kumbakonam
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- Environmentally sensitive areas -These include the numerous holy tanks and rivetfaoeas
and include the renowned Mahamaham tank (famougsfalahamaham festival held every 12
years during which devotees throng to Kumbakonatake a holy dip in the tank), Porthamarai
Theertham, Paga Theertham and Ghats of River Cpawver Arasalar

- Minor Heritage areas - These include the traditional settlements of varieacial groups. The
traditional houses are linear and endowed with itactural features including the Columnar
Thinai, Madam, Muttrum etc.

Absence of organised parking areas around the &mmahd creation of shops and commercial
establishments in their vicinity is leading to diesastion of these heritage structures. Some heritage
structures are in dilapidated condition and anedied of restoration. Water in the temple tanks tend
become polluted and act as breeding ground for uitoss. There is also a need to limit the
development of high rise buildings in the templeaato protect the view of these heritage structures
The limited road width and approach geometry beaneonstraining factor during the Mahamaham
festival. Encroachments and residential developsnené affecting the river front and leading to
environmental degradation.

2.5 Land use management
2.5.1 Issuesinland-use

The town extends for an area of 12.58 sq.km wighldlcal planning area extending for 64.02 sqg. km.
Exhibit 2.2 provides a snapshot of the land ustepatn Kumbakonam.

Exhibit 2.2 Land-use in Kumbakonam

SI. No Type Area (in % of total
Hectare)
1 Residential 403.68 32.09
2 Commercial 34.61 2.75
3 Industrial 15.27 1.21
4 Roads 125.44 9.97
5 Public and semi-public 81.46 6.48
6 Services and utilities 15.64 1.24
7 Open space and recreation 2.11 0.17
8 Vacant 17.18 1.37
9 Non urban use 562.61 44.72
Total 1258.00 100

A significant 44% of the land is non-urban area dueto the presence of rivers, lakes, water
bodies, agricultural land etc, while vacant areas@ounts for less than 2 % of the land available,
Thus Kumbakonam faces significant limitations for gatial growth.
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Being a temple town, residential areas accounhé&arly 32% of the total land area. Roads account
for nearly 10% of the total area while public/sguablic areas account for nearly 7 % of the land
area. Land for commercial activities accounts é&sslthan 3% of the total area. The CCP points out
the congestion due to this within the city areas pmints out the need to direct commercial acésiti

to the periphery of the town.

2.6 Strategy for development

We have highlighted below some key interventionsftective land use management, some of which
have been suggested in the CCP as well:

- Decongesting city areas The limited land available in the town makesahgested and there is
a need to direct commercial activities to the pgeery of the town including provision for slum
rehabilitation and re-settlement.

- Focused heritage area restoration KuM needs to undertake some focused actions toreest
and preserve its heritage areas.

- Water front development - Encroachment and pollution have led to degradatiotihe town’s
canals/water fronts. These issues need to be agdres priority.

. Master Plan - The CCP observes that there is a need for betterdic@tion among nodal
agencies with respect to land-use management apauation of town planning schemes.
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3. Review of operating performance of KuM

This section presents a review of the status oagtfucture development undertaken by KuM.
3.1 Water Supply
3.1.1  Sources and distribution

Kumbakonam had its supply earlier through two sdasenrom river Cauvery (headworks at
Valayapettai) and river Coleroon (head works at ik#hgi) at a distance of 3.5 km and 11 km
respectively. However these two schemes were ablesupply only 7.78 MLD as against the
requirement of 13.22 MLD (for a population of 15000at 90 LPCD). Therefore, a new combined
water supply scheme (with a designed capacity tees250,000 by 2026) was implemented. This
augmentation scheme was done at a cost of Rs.dlé with loan assistance from HUDCO and
TUFIDCO. The details of the new scheme is proviteBlxhibit 3.1

Exhibit 3.1 Water Supply in Kumbakonam - key aspect s

Scheme |

Source Coleroon
(Infiltration wells)

Location of Head works Kudithangi
Distance from the City 6 km
Collection well capacity 3 lakh litres
Yield 2000 LPM
No. of OHTs 5
Throughput capacity of OHTs 15 MLD
Distribution pipeline length 100 km
Daily Supply
Domestic 15.8 MLD
Commercial 1 MLD
Number of public fountains 720
Estimated Loss of water 5%

The water is drawn by pumping and transmitted @v@rhead Tanks located in various parts of the
town. In the initial stage water drawn from riveaWery is directly transmitted to the town. In

addition, water is also drawn from Coleroon riverdaconveyed to Valayapettai Ground level

reservoir, from where it is transmitted. For thepgmse of distribution the town is divided into 10

supply zones with a total distribution length ob1km. There are 9 OHTSs in different areas with a
total capacity of nearly 7.5 MLD. Currently theedd body provides a net supply of nearly 16 MLD

per day after losses.
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3.1.2 Level of access

The DCB statement provided to us (as of March 2@@dirates that Kumbakonam had 10,275 water
connections. We understand from our discussion$ WiuM that the water connections have
increased to 11,700 during the current year. Afrarh this KuM has nearly 720 water fountains
across the town.

Exhibit 3.2 Water Supply — Service level

Actual Norm
Per Capita Supply (LPCD) ~ 100 90
Leakage / Losses (% of supply) 0.5% 5-10
Treatment capacity (% of supply) 100 100
Distribution coverage (% of road length) 100 100
IAdequacy of Storage (% of net supply) 56% 50
\Water connections (Nos) 11,700
Coverage (% of properties assessed) 50%
Public stand posts (Nos) 720

Source: CCP, IMaCSanalysis, SFC questionnaire -2005
3.1.3 Keyissues

Some of the key issues with respect to water sugm@hhighlighted below:

D

. Demand — Supply —With the augmentation scheme, Kumbakonam appeahave adequat
water supply in place for its future needs.

. Scope for adding water connections ¥Water connections account for only 50 % of the nemb
of properties assessed and indicate the scopedftinga more connections. However, the high
number of public fountains could constrain theigbdf KuM to add more connections.

- Poor collection efficiency -Overall collection efficiency had declined steepler the last few
years and was only 32% in FY 2005. The low curoetdiection efficiency (27%) is a major cause
for concern, especially considering the signific@it servicing obligation that KuM has.

3.1.4 Plans

KuM has initiated a pilot project for providing ZAxvater supply in select wards to be subsequently
scaled up in whole town. KuM is also planning iliateon of meters at various stages in the supply
chain from head works, transmission system andilolision to minimise leakages and to have a
centralised control of the network.
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3.2 Sanitation

Kumbakonam is currently implementing an Underground sewerage system with assistance
from the National River Conservation Directorate (N\RCD)

Kumbakonam is in the process of implementing a cemgnsive Underground drainage scheme with
assistance from NRCD at an outlay of Rs. 60 cidesarly 80 km of the pipeline for the project has
been completed with nearly 25 km work in progrdéesM is also in the process of deciding the
configuration and other details for the Sewerageiment Plant. KuM is contemplating O&M of the
Sewerage Treatment Plant through private sectdicypation. Exhibit 3.3 provides details of the
existing sanitation facilities in Kumbakonam.

As per information from the CCP, nearly 62% of thepulation has access to septic tanks, while
another 9% have access to low cost sanitation.\N2&886 of the population do not have access to
organised sanitation facilities. There are neaflypdéblic conveniences of which 9 are pay and use
toilets. The CCP observes that nearly 20 of thesénadamaged condition.

Exhibit 3.3 Sanitation facilities — coverage of pop ulation

% of
households
Septic tanks 62%
Low cost sanitation 4%
Public conveniences 5%
Total 71%
% of households without access 29 %

Source: CCP

Kumbakonam needs UGD to the tune of 105 kms. Ouhisf84 kms has been completed and the
balance 29 kms needs to be done. The municipaitydstimated a requirement of Rs.2900 lakh for
this purpose.

3.3 Storm water drains

Storm water drains are provided in approximatel%7& the total road length within KuM limits.
Exhibit 3.4 provides the details.

Exhibit 3.4 Storm water drain network

Details Length in km % coverage
Open pucca / surfaced 40.00 30%
Kutcha / unlined 63.00 43%
Total Drains (km) 103.00 73%
Roads without drains 38.00 27%
Total Road Length (km) 141.00 100%

Source: CCP
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Nearly 61% of the existing drains are Kutcha andined, which require upgradation to pucca

surfaced drains. During our interactions with Kudffjcials pointed out the need to develop the roads
/ storm water drains in an integrated manner aadl ttey plan to undertake this development on
completion of the ongoing UGD scheme.

3.4 Solid Waste Management

Kumbakonam generates nearly 85 MT of solid wastedpg, of which nearly 75 MT (or 88%) is
collected. Exhibit 3.5 gives the current statusalfd waste management. The disposal yard is ldcate
in Sesambadi villages about 12 km from the townianmtbt adequate (vis-a-vis the norm of 1 acre per
1000 population). KuM is in the process of addingtaer 15 acres of land.

The CCP observes the need to add additional equipfoe waste collection and to enable 100%
coverage. It also suggests involvement of privaréigipation/involvement of NGOs in primary waste
collection.

Exhibit 3.5 Solid Waste Management - current status

Generation / day
Domestic 32
Commercial 22
Industrial 11
Public and semi public 14
Market waste 10
Total 89
Collection / day 75 MT|
Disposal yard / area 1/ 5.6 acres
Method of disposal 20 T per day through
anerobic composting

Source: Discussion with KuM officials

KuM'’s Vision Plan outlined the following prioritiesith respect to Solid Waste Management

Action Outlay (Rs. Lakh)
Development of modern compost yard 92.00
Development of 2 transfer stations 48.20
Cost of land for additional yard 15.00
Awareness program 1.80
Total 157. 00

3.5 Roads and transport characteristics

Exhibit 3.6 provides details of the road networklenthe jurisdiction of KuM.

Exhibit 3.6 Road network
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Type Municipal Roads State Highways Total
km % km % km %
BT. Roads 78.19 64 18.71 100 96.90 69
Cement Concrete pavement 19.75 16 19.75 14
W.B.M roads 8.85 7 8.85 6
Earthen Roads 15.5 13 15.5 11
Total 122.29 | 100.00 18.71 100.00 | 141.00 | 100.00

KuM maintains a road network of 122 km of whichfaged roads (both B.T. and CC) constitute 80
%. In addition, about 18.7 km of highway roads ¢r@es the KuM area.

The roads in Kumbakonam are in bad condition dufeadigging for the ongoing UGD project and
the heavy rains in the last few months. Kumbakosa¥ision Plan indicates an outlay of Rs. 530
lakh for improving nearly 59 km of roads within theinicipality during FY 2006 and FY 2007

3.6 Street lights

Exhibit 3.7 provides details of streetlight infragiture in Kumbakonam. Nearly 72 % of the lights ar
tube lights and 28 % are sodium vapour lamps. Tighés are provided in interior streets, while
sodium vapour lamps are provided at the major r@adsjunctions. The average length of road per
street light works out to 23 m as against the mpalaorm of 30 m.

Exhibit 3.7 Existing Street Lighting Facilities

Total
No %
Sodium Vapor Lamps 1420 32.7%
Mercury Vapor Lamps 17 0.4 %
Tube lights 2897 66.7%
High Mast lamps 9 0.2 %
Total 4343 100.0%

KuM'’s Vision Plan envisages an outlay of Rs. 44kl for streetlights involving

. Solar lights (40 nos.) — Rs. 8.0 Lakh
- Automatic timer switches (70 nos.) - Rs. 10.0 Lakh
- Energy Saver for SV lamps - Rs. 20.0 Lakh

- Replacement of damaged switch boxes- Rs. 6.6 lakh

3.7 Other facilities
3.7.1 Market facilities

There are three important markets serving the tolmnaddition, Uzahavar Sandhai, an area
earmarked for wholesale/retail marketing of vegetais also in operation. There is heavy congestion
in all three markets. Considering the constraimistie Nehru market, a new market has been
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constructed at Darasuram at an outlay of Rs. 5k la addition, KuM has also modernised the fish
market at an outlay of Rs. 100 lakh.

3.7.2 Bus stand

A new bus stand has been in operation in Kumbakagiaoe 1995. With over 50 bus bays and shops,
the bus stand provides a range of facilities todabmmuters. However, the demand for shops in the
bus stand has been low. The CCP highlights thabtisestand infrastructure is adequate to meet the
needs of the town.

3.7.3  Burial grounds

There are 4 burial grounds maintained by the mpality. All burial grounds are provided with
lighting facilities and approach roads, water sypoid burning sheds. Since the burial grounds are
located adjacent to the river front, they pose remvnental hazards. KuM has a proposal to develop a
new Electric Crematorium.

3.7.4  Slaughter house

There are 3 slaughterhouses operating within Kuld féacilities within these are limited. There is a
need to improve the hygiene conditions in the diéerghouse and the CCP observes that there is a
need to create a modern slaughter house in the town

3.7.5  Slum Development

KuM has conducted a comprehensive survey of slantise town. As per information available from
the survey, there are 45 slums in Kumbakonam wittoeerall population of 49117. The survey
covered 45 streets / areas in 31 wards in the thathave slums and also prepared the level ohurba
service amenities in these areas. As per estinpatgmred by KuM, about Rs. 400 lakh is required
for providing infrastructure amenities to the slyopulation in the short term. The municipality
estimates that Rs. 9000 lakh would be requiredsfom development of which Rs. 1300 lakh has
already been sanctioned under IHSDP.

3.8 Capital Investment Plan

We have compiled the felt needs of the city undeious service areas, based on

Review of projects recommended in the City CorpoRiin prepared earlier under TNUDP - 1I
Status and progress on projects identified asgfdhie Vision Plan (2004-09) prepared by KuM
Discussion with KuM officials and Council members.

Exhibit 3.8 provides project components of the @dgnvestment Plan over the next ten years for
various services and the estimated outlay for implating these projects. Nearly Rs. 194 crore of
investment is required over the next ten yearslthess these felt needs.
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Priority projects identified by the municipality eadisted below. These projects and the capital
expenditure estimates given above have been aravdshsed on projects identified in the City
Corporate Plan prepared earlier and based on discusvith Chairperson, Commissioner and
municipal officials.

5.

Completion of ongoing UGD scheme. Additional aredisout in the current scheme of

approximately 29 km of roads as identified alsocheebe taken up.

Restoration and upgradation of roads in view offgber condition following implementation of

UGD scheme and heavy rains last year.

Pilot project for providing 24x7 water supply ineset wards to be subsequently scaled up in

whole town and Installation of meters at variowgss in the supply chain from head works,

transmission system and distribution to minimisekéges and to have a centralised control of the

network.

Remunerative projects, largely through privateipgetion and BOT basis, specifically relating

to tourism development as listed below:

a. Park along with recreation facilities at Sriniva$agar

b. Museum at Government arts college

c. Recreation facilities at Tank in Electricity Boastfice on Mayiladuthurai Road

d. Light/sound show, handicrafts and Description afthge importance covering Mahamaham

and other aspects of Kumbakonam at unused tanlagké&gnathurai

Provision of open theatre and park at Ayikulam land

f. Provision of evening bazaar for selling handiceaftl other items at the vegetable market at
Darasuram to utilise the facility more effectively.

g. Creation and operation of a horticultural (floweggrdent at the Sewerage Treatment Plant
site through Self Help Groups

h. Development of municipal land in TS. NO. 79 pa#,part, 75 part in block no. 1 Ts ward 5
to develop a Shopping Mall on the Ground floor, &ammunity Hall on First Floor and
mini A/c Theatre in First Floor

i. Office complex, Library and Community centre at &taja Chettiar School in Kumbeswaran
Park.

o

Exhibit 3.8 provides a brief snapshot of the fadeds of KuM over the next ten years for various
services and the estimated outlay for implemerttiege projects.

Exhibit 3.8 KuM - Felt needs (2007-12)
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Segment Outlay Rs. Lakh Ongoing projects and projects envisaged in Vision P lan
(2007-12)

Roads 1500 | Kumbakonam has around 160 kms of roads. The municipality

Bridges and Culverts 25 | intends to complete the road works in 2006. Around 48 kms of
road works at a cost of Rs.4.94Cr. are being undertaken
presently.

Storm Water Drains 1000 | The municipality needs to undertake projects to the tune of Rs.
10 Cr. for storm water drains

Water Supply 2000 | Pilot project for providing 24x7 water supply in select wards to
be subsequently scaled up in whole town.

Installation of meters at various stages in the supply chain
from head works, transmission system and distribution to
minimise leakages and to have a centralised control of the
network.

Solid Waste Management 850 | An integrated solid waste management program by procuring
vehicles, equipments, establishing compost yards have been
planned.

Street Lights 75 | Energy savings Proposal through private participation being
considered

Tourism projects and 2000 | Construction of shops in bus stand, office buildings,

Remunerative Enterprises commercial complexes, markets (daily and weekly) slaughter
houses and 11 tourism / recreation projects identified by KuM

Education 55 | Renovation of elementary schools and noon meal centres

Sewerage and Sanitation 2900 | Kumbakonam needs UGD to the tune of 105 kms. Out of this
84 kms has been completed and the balance 29 kms needs to
be done. The municipality has estimated a requirement of
Rs.2900 lakh for this purpose.

Slum Development 9000 | Rs. 1300 lakh already sanctioned under IHSDP

Others 71 | Dhobikana, Town beautification, rain water harvesting, etc

TOTAL 19476

3.8.1 Phasing of Capital Investment Plan

The prioritisation and phasing of the CIP durin@&45 is given below:

Exhibit 3.9 KuM - Phasing of CIP (2006-15)

Phasing

Segment Outlay [2006-10]|2011-15
Water Supply 2,000 1,000 1,000
Sewerage and Sanitation 2,900 2,000 900
Storm Water Drains 1,000 500 500
Solid Waste Management 850 500 350
Roads 1,525 750 775
Street Lights 75 50 25
Remunerative Infrastructure 2,000 1,000 1,000
Slum Development 9,000 3,000 6,000
Education 55 30 25
Others 71 50 21
TOTAL 19,476 8,880 | 10,596
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4. Analysis of financial performance

This section provides a summary analysis of thanfimal performance of KuM. This analysis is based
on the information provided by KuM in the formaens by IMaCS for collection of information on

financial performance.

4.1 Income and Expenditure summary

Exhibit 4.1 provides a summary of the income angeexiture of KuM.

Exhibit 4.1 Income and Expenditure of KuM - Last fi __ ve years
Year FY FY FY FY FY CAGR
2001 2002 2003 2004 2005 %
INCOME
Taxes 385 389 404 441 442 4%
Property Tax 366 364 379 401 402 2%
Prof. Tax 19 25 25 40 40 20%
User Charges / Fees 189 201 408 450 229 5%
Water Charges 80 95 138 101 59 -7%
Sewerage Charges 3 3 58 118 123 | 155%
Service Charges / Fees 107 103 211 231 47 -18%
Other Income 100 71 46 49 33 -24%
GRANTS /CONTRIBUTIONS 190 176 364 304 475 26%
ASSIGNED REVENUE 134 129 315 269 302 22%
TOTAL (excl. PPI) 998 966 1,537 1,512 1,481 10%
Prior Period Income (PPI) 16 6 9 32 54 36%
TOTAL INCOME (incl.PPI) 1,014 973 | 1,546 1,544 1,535 11%
EXPENDITURE

Salaries 550 521 557 598 560 0%
Repairs & Maintenance 89 250 265 255 188 20%
Admin 59 55 46 64 48 -5%
Prior Period Expenditure 10 2 - 3 5 -14%
TOTAL OP. EXPENDITURE 708 828 869 920 802 3%
OP. SURPLUS 306 144 677 624 734 24%
Depreciation 439 246 199 270 297 -9%
Finance Charges 111 57 84 104 93 -4%
TOTAL EXPENDITURE 856 448 960 998 1,123 7%
SURPLUS (After Dep and Interest) 158 525 586 546 412 27%

4.2 Revenue streams of ULB in Tamil Nadu

Revenue of ULBs in Tamil Nadu can be categorisedathree areas:

. Own Revenue- comprising taxes (property tax and professiosi),t user charges (water,
sewerage, solid waste etc.) and other non-tax ieg@@ase and rents, sale & hire charges etc)
- Assigned Revenue Income generated revenues shared with the ULB

- Grants and Contributions - Grants and transfers made by GoTN
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Exhibit 4.2 provides a detailed classification lvé revenue streams.

Exhibit 4.2 Revenue streams - ULBs in Tamil Nadu

ULB-Income
Assigned own Income Transfer from
Revenue Govt
Enter_tra;:ment Non- Tax Income Tax Income Devolution Fund
Grants and
Stamp Duty Contribution
I  Property Tax
— Water Charges
— Profession Tax
— Other Charges

— Other Taxes

— Other Income

4.3 Revenues

Exhibit 4.3 provides details of revenue of KuM ajorarious heads in FY 2001 and FY 2005.
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Exhibit 4.3 Analysis of Revenues

Revenue composition FY 2001 Revenue composition - FY 2005
Assgnd. Rev Prior Per Prior per
4%

Sew fees
8%

13% 2%

Prop. Tax
26%

Prop. Tax
36%
Prof. Tax
3%
Water

Assgnd. Rev
20%

Prof. Tax

0,
2% Service fees

Water %
10% Service fees charges Grants Other
10% 8% 30% Income

2%
CAGR - FY 2001-05

Property tax : 2%
Professional tax : 20%
Water charges : 4%
Service fees : 3%
Other income : 2%
Grants : 26%
Assigned Revenue 22%

4.3.1 Tax Income

Tax income has grown at a CAGR of 4 % over the fast years aided by a 20 % growth in
Professional tax and 2% growth in Property Tax.r@Veshare of tax revenue has declined from 38%
of income to 29% of income.

Property Tax

Property tax alone accounted for nearly a quartethe income of KuM in FY 2005 and is an
important contributor of revenues. Exhibit 4.4 pgdes a summary of key revenue drivers

Exhibit 4.4 Property tax - analysis of key revenue drivers

Collection Efficiency Properties
Year Arrears Current Total Numbers | Tax/property Growth %
200001 |  11% 52% 30% | 19695 1966 na
2001-02 |  36% 23% 31% | 20450 1915 4%
2002-03 36% 21% 30% 20818 1955 2%
2003-04 10% 61% 29% 21268 2021 2%
2004-05 11% 61% 30% 23699 1815 11%
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Following are the key issues in property tax:

a)

b)

d)

Decline in share of property tax -Even though the property tax has increased in atespl

terms, its share in total income has declined f88% to 29 % over the last five years.

Decline average assessment per property b spite of a 4.7 % CAGR in number of
assessments, overall property tax revenue has gab@rCAGR of 2% only. This is because

there has been a dip in average tax revenue pessamsent from Rs. 1966 to Rs. 18The
quinquennial revision of Annual Rental Value (ARV) due in 2003 has not been

undertaken as of date.
Low collection efficiencies -Collection efficiency is extremely low. While cotfon

efficiency in current demand has improved to 61%the last couple of years, arrears

collection efficiency is extremely poor at 10%. @leefficiencies in property tax collectior
needs significant improvement.
Break-up of assesses Residential segment contributes 97% of the tatsessments ar
88% of the total property tax demand. Exhibit 4&okv gives the detailed break-up
assesses

4.3.2

Exhibit 4.5 Property Tax - breakup of assessees

Category of Property Number of % Annual Tax %
Assessments Demand (Rs.
lakh)

Residential 25310| 97.01% 24522|87.79%
Commercial 73 0.28% 822| 2.94%
Industrial 1 0% 2192| 7.85%
State Government Properties 7] 0.03% 397| 1.42%
Public Sector Undertakings 14| 0.05% - -
Charitable Institutions 0 0% - -
Educational Institutions 52 0.20% - -
Tourist monuments 28| 0.11% - -
Others 263| 1.01% - -
Total 26091{100.00% 27933 10999

Professional tax

Exhibit 4.6 provides an analysis of key drivers foofessional tax revenue.

Exhibit 4.6 Professional Tax - revenue drivers

Collection Efficiency Assesses
Demand/
Year Arrears Current Total Nos | Assessee Total
2000-01 1% 73% 25% 3087 829 na
2001-02 6% 86% 34% 3095 830 0%
2002-03 8% 100% 39% 3109 802 0%
2003-04 10% 79% 35% 3118 1273 0%
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| 2004-05

9%

73%

| 329 |

3142 | 1264

| 1%

a)
b)

d)

Share of professional tax in total incoménas grown from 2% to 3%.
Demand per assessmeifiitas increased from Rs. 3087 in FY 2001 to Rs. 314X 2005

Collection efficiencyis poor. While efficiency of current collections sv@3% in FY 2005
arrears collection efficiency is only 9%, leadirgdverall collection efficiency being ver
low at 32%.
Composition of professional tax assessment€xhibit 4.7 below shows the composition
assessments.

4.3.3

Exhibit 4.7 Professional Tax — assessee break up

Category

Number of %
Assessments

Annual Tax
demand

%

State/Central/Quasi Govt.

Employees

157 5%

795

15%

Traders

2870 91%

3774

70%

Self-employed professionals

92 3%

789

15%

Private employers/ Compan

23] 1%

Private employees

Total

3142 100%

5358

100
%

User Charges / Fees

User charges have grown at a CAGR of 5%. Sharesef charges in total income has declined from

19% in FY 2001 to 25% in FY 2005

Water charges

Exhibit 4.8 provides an analysis of key drivers\i@ter charges.

Exhibit 4.8 Water charges - revenue drivers

Collection Efficiency Connections
Charges/ Growth
Year Arrears Current Total Numbers connection rate
2000-01 46% 41% 43% 9620 286 na
2001-02 58% 51% 54% 9730 502 1%
2002-03 50% 62% 57% 9880 590 2%
2003-04 20% 44% 34% 10080 636 2%
2004-05 36% 27% 32% 10275 571 2%

a) No. of connections -There has been an increase in the number of caongedtom 9620 in
FY 2001 to 10275 connections in FY 2005. Water emtions account for only about 43 %
of properties assessed, indicating some scopad¢oeasing the number of connections.
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low penetration is also due to the availabilityvediter fountains in several areas (covering
nearly 35% of population) which lead to loss ofaewe for KuM.
b) Average water fees / connectiohas increased from about Rs. 286 per year per ctong
in FY 2001 to Rs. 571 per connection in FY 2005.
c) Collection efficiency- The overall collection efficiency of 32 % isysmally ow and needs
significant improvement.

Exhibit 4.9 Water charges - category wise connectio ns and tariff

Connections | Metered | Un-metered Total % Billing
system
Domestic 7237 4300 11537| 98.4% Flat rate
Commercial 105 95 200 1.6%|Meter Reading
Total 7342 4395 11737 100%
Metering % 63% 37% 100%
Connection Flat rate Per KL
Type
Domestic Minimum Rs50/-PM  [Rs 5.00/-
Commercial Minimum Rs75/-PM  [Rs 7.50/-

4.3.4  Assigned Revenue

The share of assigned revenue (which includes feemsf stamp duty and entertainment tax) has
sharply increased in the last three years, withrallveontribution of assigned revenue to the total
increasing from 13% in 2000-01 to 20 % in 2004-05.

4.3.5 Grants/Contributions

Grants / Contributions from state has been an itapbrevenue head and has grown by 26% in the
last five years. They contributed to nearly 31%easenue of KuM in FY 2005.

4.4 Analysis of Costs

Exhibit 4.10 provides details of costs of KuM aloragious heads in FY 2001 and FY 2005.
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Exhibit 4.10 Costs (as a % of income — FY 2001 and

FY 2005

Finance
8%

Costs - FY 2001 - 124% of income
Surplus,

15%

Salary,
54% Deprcn
19%

Costs - FY 2005 - 78% of income
Finance

Salary,
37%

0&M, 9%

Prior

Dggzzn period,
Admin, 6% 1.0%

pe:orzjo,rl% Admin, 3%

CAGR - FY 2001-05

Salary 0%
o&M : 20%

Admin 5%

Depreciation -9%

Finance charges : -4 %

Prior period © 14 %

o&M, 12%

4.4.1  Salary and wages

Salary and wages accounted for more than 54 %italf ittcome in FY 2005 and has increased from
Rs 550 lakh in 2000-01 to Rs 560 lakh in 2004-0hilit 4.11 gives segment wise composition of

salary expenses. Sewerage sector contributes tty 4&&6 of the salary expenses.

Exhibit 4.11 Segment wise salary expenditure

2000-01 |2001-02 |2002-03 |2003-04 |2004-05
Salaries 43.73%| 46.03%| 48.37%| 46.25%| 47.06%
Operating Expenses 7.08%| 22.12%| 23.03%| 19.73%| 15.76%
Admin Expenses 4.67%| 4.86%| 4.03%| 4.93%| 4.02%
Finance Expenses 8.81%| 5.02%| 7.27%| 8.00%| 7.78%
Depreciation 34.92%| 21.78%| 17.30%| 20.89%| 24.91%
Prior Period Income 0.80%| 0.19%| 0.00%| 0.20%| 0.46%
TOTAL 100% 100% 100% 100% 100%

4.4.2  Operations and Maintenance

Operating and maintenance form the other major compt of expenditure. Operating expenses more
than doubled from Rs 89 lakh in 2000-01 to Rs H lin 2004-05, translating to a CAGR of more

than 20 % during the period. Exhibit 4.13 providesector wise break-up
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Exhibit 4.12 Operations and maintenance expenditure

- Sector wise break up

Item 2000-01 | % |2001-02| 9% |2002-03| % [2003-04| % [2004-05 %
Roads 2.64 3% 3.44 1% 5.32 2% 41.35| 16% 6.12 3%
Water & Sewerage 30.00] 34% 79.09] 32%| 156.29| 59% 90.20| 35% 70.94] 38%
Street Lights 52.89| 59% 49.47| 20%| 101.29| 38% 82.70| 32% 95.34| 51%
Others 3.51 4%| 118.22| 47% 2.48 1% 40.88| 16% 15.32 8%
Total 89.04| 100%| 250.22| 100%| 265.38| 100%| 255.13| 100%| 187.72| 100%

Expenditure on streetlights forms the major panthef operating expenses and accounted for 51% of
the total O&M expenditure. Expenditure on seweragg water supply more than doubled during this
period to Rs. 71 lakh in FY 2005.

Power costs

Total power charges increased from Rs. 74 lakhO@0201 to about Rs 158 lakh in 2004-05 and
accounts for more than 60% of the O&M expenditliehibit 4.13 gives the details of power costs
out of the total repair and maintenance expenditeleding to Water & Sewerage and Street lights.

Exhibit 4.13 Share of Power cost

Item | 2001 | % | 2002 | % | 2003 | % | 2004 | % | 2005 | %
Water and Sewerage segment
Power 30 | 100% | 62.98 | 80% | 84.94| 54% | 78.2| 87% | 70.85 | 100%
Non power 0 0% | 16.11 | 20% | 71.35 | 46% 12| 13% | 0.09 0%
Total 30 | 100% | 79.09 | 100% | 156.29 | 100% | 90.2 | 100% | 70.94 | 100%
Street Lights
Power 445 84% | 45.35 | 92% | 94.25 93% | 70.26 | 85% | 87.84 | 92%
Non power 8.39 16% | 4.12 8% | 7.04 7% | 12.44 | 15% | 7.5 8%
Total 52.89 | 100% | 49.47 | 100% | 101.29 | 100% | 82.7 | 100% | 95.34 | 100%

Power costs account for 95% of the total O&M expeniture

4.5 Trends in Capital Expenditure

Exhibit 4.14 gives details of capital expenditugeuM over the last five years and estimated cépita
outlay to address the felt needs of KuM over the ten years.

Exhibit 4.14 Capital Expenditure - Last five years

S. no. Iltems 2000-01 | 2001-02 | 2002-03 | 2003-04 | 2004-05 Felt Needs -
next 10 years

1 Roads 427.87 146.41 142.91 123.99 160.85 1500.00

2 Bridges and culverts 0.00 0.00 9.70 4.36 0.00 25.00

3 Storm water drains 43.03 14.61 14.83 29.02 15.28 1000.00

4 Water supply 0.07 0.00 1.83 0.00 0.00 67.50

5 Solid Waste Management 0.00 0.00 0.00 0.00 0.00 850.00
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S. no. Iltems 2000-01 | 2001-02 | 2002-03 | 2003-04 | 2004-05 Felt Needs -
next 10 years

6 Street lights 7.50 0.00 3.51 26.32 16.74 5.25

7 Remunerative enterprises 82.02 47.94 12.73 48.37 2.40 0.00

8 Education 17.70 9.23 2.10 2.33 23.10 55.00

9 Sewerage and sanitation 6.09 0.55 5.40 1.04 5.52 500.00
(incl. UGD scheme)

10 Others 358.04 9.24 27.61 143.13 150.30 156.00
Total 942.32 227.98 220.62 378.56 374.19 4158.75

Source: KuM

4.6 Loans and Finance charges

Exhibit 4.14 gives the details of outstanding loahKuM at the end of last five years.

Exhibit 4.14 Loans outstanding (FY 2001-05)

S.No Lending Amount | Year of |Interest | Repay | Total loan repaid Outstanding
Agency of Loan | drawal | Rate % [ ment loan amount

period

(years)

Principal | Interest | Total
1 |TUFIDCO 376.90 2003| 10.25 6 25.30 32.98| 58.28 351.60
2 |TUFIDCO 190.18 2004 9.50 10 19.96 20.72| 40.68 170.22
3 |TUFIDCO 165.00 2003| 10.50 10 0.00 22.62| 22.62 165.00
4 |(lUDP) 24.00 2000 10.50 13 2.00 0.00{ 2.00 22.00
TNUDP

5 |TUFIDCO 92.70 2004 9.50 13 7.32 7.50| 14.82 85.38
6 |TUFIDCO 22.70 2004 8.75 10 0.00 150 1.50 22.70
TUFIDCO # 1700.00 2005 8.75 10 0.00 0.00{ 0.00 1700.00
Total 2571.48 54.58 85.32| 139.9 2516.9

# Thisloan has been taken for water supply. Source: KuM

To summarise,

a) There has been growth in operating surplus (CAGR-24%) during FY 2001-2005. Howeyer
this has been achieved primarily by growth in GsaAmevolution income (CAGR-26%) and
assigned revenue (CAGR-22%).

b) There has been hardly any growttkinM’s own income (CAGR — 1%), which coupled with the
poor collection efficiencies is a major cause fonaern

c) KuM has an outstanding loan of Rs. 2516 lakh in FY2005. Finance charges have declimed
from 11% of income to 6% of income over the lagefyear. However, overall debt servicing is
likely to increase, as repayment of water suppiynI@Rs. 1700 lakh) becomes due.
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5. Potential areas for improvement

5.1 Public private partnerships (PPP)

KuM is considering handling the operations and tesiance of the Sewerage Treatment Plant of the
ongoing UGD scheme through private sector particaptKuM should explore more areas to
augment its own resources through use of PPPs. R&Rs been found to be very effective in
addressing efficiency and asset management (thnowggtlefined service levels and accountability for
operations and maintenance) aspects of infrasteidievelopment. In this regard,

1. CMA, GoTN should develop faamework for PPP including specific policies and guidelines.

2. KuM should explore use of private sector partidgratin undertaking its proposed projects in
tourism and recreational facilities. through pulplievzate partnerships.

3. Being part of an heritage circuit, KuM should aetiv pursue projects that improve the toyrist
experience in the town. Several initiatives relgtho tourism development can be pursued in
partnership with private sector investment / cogpgordonations and NGO/Self Help Group
partnerships. Specifically, KuM should

« Encouragecorporate / NGO partnerships for heritage preservation and city beautification
projects, including development and maintenangeadis.

- Consider addition of moriglentified parking zones and pay-and-use toiletin the town. Thesg
could be maintained through Self-Help Groups.

« Explore the feasibility of provision of integratencrete roads with ducts for underground
cabling and storm water drains around importanitdmge/tourist areas and align traffic movement
to ensure ease of tourist movement during festivliltis would also enable better tourist
experience and better maintenance of heritagee=entr

9]

=

4. TNUIFSL should provide assistance coveringcessary capacity building (in terms o
evaluating mechanisms - BOT, SPV etc) and financindgor developing projects through
private sector participation.

5.2 Potential for revenue enhancement
5.2.1 Property Tax

Exhibit 5.1 highlights the key issues and recommeenuhterventions with respect to property tax.
While a substantial improvement in property taxastingent upon implementation of ARV revision
(due in 2003), there are other interventions thaildenable effective property tax realisation.
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Exhibit 5.1 Key issues and suggested measures

Issues Recommended Interventions Agency
Revision of Annual rental Value (ARV) | 5. GOTN should implement the SFC GoTN
has fallen due in 2003. The revision is recommendation of revision of property
yet to be implemented. tax every three years, linked to inflation.
This is will ensure gradual and stable
increase, rather than the existing
quinquennial revision.
In 1998 when the ARV scheme for 6. All assesses should be taxed on the GoTN / KuM
assessing property tax was introduced, same basis through a uniform and
the old assesses were allowed to pay transparent approach to property tax
taxes based on capital value with assessment. Existing anomalies need to
marginal increase, leading to be removed at the earliest.
distortions and non-uniform rates.
Survey of properties happens only 7. Initiate a one -time survey to prepare a Ku
when the ARV revision takes place. comprehensive database of properties
available with it with updated information
Apart from addition in properties on the area / type and property tax details
without getting assessed, addition to 8. Institutionalise ~a  mechanism  for
area in existing properties or conducting surprise checks on a sample
conversion of property from residential basis in all the wards on an ongoing
to commercial category also goes basis and mandatory re-assessment of
unnoticed leading to revenue loss properties every five years.
9. Streamline procedures for assessment/
approvals of new properties / expansion
of existing properties to encourage self-
disclosure of property development /
modification
10. Computerise and web-enable property
tax assessment and billing processes
11. Develop a GIS based system for effective
data capture and monitoring
On an absolute basis, property tax 12. Launch a fo cused drive on existing GoTN/KuM
arrears have shown an increasing arrears
trend. 13. Conduct one time settlement scheme for
old arrears and incentivise payments
through marginal rebates for arrears
pending for more than 5 years.
14. Work with GOTN to moot creation of a
special tribunal for speedy disposal of
properties under litigation
15. Make provisions for the debtors and take
steps for writing off bad debts
While Property tax is payable on a 16. Implement Payment Due Date along wi th | GoTN/KuM
semi-annual basis, no interest /penal a 90 day grace period during which
charges are levied on late payment. payments would involve a nominal
interest payment.
17. Payments beyond the grace period
should include a steep penal charge to
encourage payments on time.
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Issues

Recommended Interventions

Agency

Tax Dispute cases where the assessee
approaches legal recourse without
paying any tax.

18.

In case of disputed property tax, the
assessee should first pay the tax under
protest as in the case of excise or
customs and then take the necessary
legal recourse. The Act should be
modified in such a way that no legal
recourse should be available to the
assessee without paying the tax under
protest.

GoTN / KuM

Blanket Exemptions to institutions
reduce the property tax potential

19.

20.

Exemptions from tax should be provided
only to needy institutions. For example
blanket exemption to educational
institutions (including large self-funded

private residential schools) should be
reviewed.

All exemptions lead to a revenue loss to
the ULBs and should be compensated by
GoOTN.

GoTN / KuM

52.2 Professional Tax

Professional tax income has grown at a CAGR of 4&% the last five years. Specifically,

21. KuM should focus on widening its professional tax &seby bringing more traders and

independent professionals within the ambit of pssienal taxSpecifically, KuM should considg
tapping into databases of potential professional taassesseiscluding

Professional associationgcluding Institute of Chartered Accountants ofitn@iCAI), the Bat
Council, Medical Council etc.
Commercial Taxes Department, GoTNto get details of sales tax registrations (exisimgl

new) within KuM.

5.2.3  User charges

KuM has been fairly successful in progressivelyéasing user charges, as reflected in the inciease
the average water charges per collection and caudment its revenues through focused
interventions including the following.

22.Increase penetration of connections for water suppl Currently KuM has about 5,000

connections, which accounts for only 43 % of theperties assessed. KuM should tar
achieving at least 16000 connections over the fiextyears. KuM is considering collection
public deposits for water connections on a month$talment basis. This is likely to encourg
more households to go in for their own water cotines. KuM is also considering provision

get

group connections at a nominal charge in low incaneas.
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23. Provide water fountains only in areas with a predormmantly low-income population to
minimise revenue loss.

24. Improve revenue per connection through implementatin of either a graded water tariff
scheme (as is being considered by CMA, GoTN) or aatering based tariff. While the
metering based system would a better system irtiptan (charges on the basis of usage) and in
terms of incentivising water conservation, ULBs édaced resistance in implementation | of
metered tariffs.

25. Consider implementingser charges for door-to-door collectiorof Solid Waste.

26. Adopt measures to improve collection efficiencyOverall collection efficiency in water charges
is very low and needs to be improved. KuM shouldsider stiff penalties for non-payment jof
user charges. Specifically KuM should consider enmntation of late payment fines and in case
of extreme overdue situations, disconnecting supply

5.2.4  Measures to improve collection efficiency

27. KuM’s collection efficiency is very low across dls revenue heads namely, property tax,
professional tax and user charges and needs sigmifimprovement from current levels. KuM
should consider a) a focused one-time drive torcigaits dues and b) strengthening of |its
collection process and organisation to ensure ttiatoverall levels of efficiency in order to
improve and sustain its collection efficiencies.

5.3 Measures for cost management
5.3.1 Energy efficiency

KuM needs to take steps to address its power ookish comprise nearly 60% of its operations and
maintenance costs. The following steps are nead#s direction:

28. KuM should conduct acomprehensive energy auditto identify areas for reducing power
consumption and related costs. KuM should impleraeitimatic time based dimmerson street
light network and ensure that glimps / motors are energy efficient.

29. GoTN should also consider specific grant / capital subsidy scheme to incentise energy
conservation initiativesfor not just KuM, but for all ULBs.

30. CMA, GoTN and TNUDF should develop and implement miimum standards related to
energy conservation including installation of energ efficient motors, right sized pumps etc.
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5.4 Other measures / interventions

5.4.1  Accounting /Audit

While all ULBs in GOTN have implemented a doubldrgraccounting system, most of the ULBs

including KuM require significant improvement ineih accounting practices. Several ULBs have
redundant systems involving manual and computebised keeping and errors often creep into MIS.
Often, the MIS in the form of DCB statements anfdrimation provided in accounting statements are
not reconciled.

31.

32.

33.

34.

35.

36.

CMA, GoTN should consider aautlay for technical assistanceto ULBs to improve their
accounting systems and practiceand to provide adequate training to staff on tbecepts o
double entry book keeping.

Property tax system has been computerised butdfiease for accounting developed seem
have some errors. TNUDF should take steps to editeirthese teething problems in
accounting software.

GoTN should issue an order for phasing out manoaks like the property tax DCB registers
the same data is being maintained both manuallyaéswdin computer database.

The LFA should also be given training in auditihgotugh computer so that the manual books
be avoided in future.

GOoTN shouldinsist and implement closing of accounts and auditf the same within a fixed
time period subsequent to the completion of financial year. loeernment should continue
provide for the payment of common accountants amdpoter assistant to work in the U
which it was providing till date. GOTN should alsgaluate the option of employing a local
firm to give guidance and training to ULB staff amegular basis. CMA,

S to
the

as

can

| B
CA

TNUDF should consider a grading system to categdd&Bs on the basis of accounting and

reporting practices
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6. Business plan and investment capacity

6.1 Financial and Operating Plan — time horizon and sagarios

The FOP has been prepared for a ten-year perigdre2006-2015 for 2 different scenarios as given
below:

Scenario | -Base projections
Scenario Il —Projections with ‘potential improvements’

The basis and assumptions underlying income aneneifure projections for the FOP are detailed in
section 6.2

6.2 Basis and assumptions

6.2.1 Revenues

Property tax

Property tax projections have been arrived at gsoduct of average tax per assessment and the
number of properties assessed. Assumptions on tbesaue drivers are given below:

Scenario | —Base case

« Assessments growth — 4.74% per annum (in line wighCAGR over the last five years),
with a cap on the number of assessments at 32,000efnties. The base number of
assessments has been taken as 23699 properties.

« Average tax per property - Rs. 1815 per propersessed, in line with the average tax per
property collected in FY 2005.

« Arrears collection efficiency - 36 % for FY 2006 grimum during FY 2001-05) in FY 2002
and assumed to increase by 2 % every year (38% 20B7 and so on)

+«+ Current collection efficiency - 61 % for FY 2006 ggimum during FY 2001-05) in FY 2005

and assumed to increase by 2 % every year (63% 20B7 and so on)

Scenario Il — with improvements

« Assessments growth — 8% per annum, with a cap emtimber of assessments at 32,000
properties.

« Average tax per property - Rs. 1815 per propergessed in FY 2006 with a one-time
upward revision of 25% in FY 2007

« Collection efficiency are kept at the same levelSeenario |

Profession tax

Profession tax has been arrived at as a produetvefage tax per assessee and the number of
assessments. Assumptions on these revenue drieegézan below:
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. Scenario | —Base case

% Assessments growth — 1 % per annum (assumed &ABR over the last five years is very
low), with a cap on the number of assessments,8000The base number of assessments has
been taken as 3142 assessments.

+ Average tax per assessment - Rs. 1264 per assasamime with the average in FY 2005.
No revision has been assumed for the base case.

« Arrears collection efficiency — 50% for FY 2006 (xmaum during FY 2001-05) in FY 2003
and assumed to increase by 2 % every year (529 20B7 and so on)

+« Current collection efficiency —86 % for FY 2006 (xmaum during FY 2001-05) in FY 2002

and assumed to increase by 1% every year (87% i200Y and so on).

«  Scenario Il — with improvements

% Assessments growth — 5 % per annum (in line wighGAGR over the last five years), with a
cap on the number of assessments at 10,000

« Average tax per assessment - Rs. 1264 per assdsgmiare with the average in FY 2005.

« Collection efficiency are kept at the same levelSeenario |

Water Charges

Water charges have been arrived at as a produaterhge water charges per connection and the
number of connections.

. Scenario | -Base case

« The number of connections has been assumed toagrdvd6% per annum, which is based on
the past trend in connections growth. The baseexdiuns has been taken as 10275.

+ The average rate of water charges per connectisiidan worked as Rs.571 per connection
based on the data given by the ULB

+ The base collection efficiency for arrears is assdiat 80% maximum collection efficiency
achieved by the ULB during the period 2001-05, wgithincrease of 1% every year.

+ For current demand, collection efficiency is asstirae62 % maximum collection efficiency

achieved by the ULB during the period 2001-05, vaithincrease of 2% every year.

« Scenario Il — with improvements

+ Under this scenario, connections are assumed w agr6% per annum.
% Average tariff per connection in FY 2006 is assurae®s. 571 per connection, with a tariff
increase of 5% every three years. Collection &fficy is at the same levels as Scenario I.

Other income

The assumptions made in case of other income isnsuiiged in the table below:
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Exhibit 6.1 Assumptions for other income

Base Amount Growth .
Iltem (in Lakhs) (CAGR %) Assumptions
Other Taxes 0.06 Negative CAGR of 2% on the base amount for FY 2005.
Growth
Sewerage Charges - - CAGR of 4% on the base amount for FY 2005. It has
been assumed that the ULB would give 10,000
connections by the end of FY 2007 and would charge
Rs 20 per month from each connection.
Service Charges & Fees 47.29 29.4% CAGR of 5% on the base amount for FY 2005.
Other income 32.69 Negative CAGR of 5% on the base amount for FY 2005.
Growth
Assigned Revenue 301.71 22.5% CAGR of 5% on the base amount for FY 2005.
Devolution Fund 266.43 9.0% CAGR of 5% on the base amount for FY 2005.
Grants & Contributions 74.85 (average 317.2% CAGR of 5% on the base amount for FY 2005.
of last 4 years)

6.2.2  Expenditure
Exhibit 6.2 Expenditure
Base Amount Growth .
Item (in Lakhs) (CAGR %) Assumptions

Salaries 560.45 0.5% CAGR of 5% with cost of FY 2005 as the base

Operating Expenses 187.72 20.5% The expenditure has been assumed as 6% of the gross
block of fixed assets (in line with the average over the last
five years). An inflation of 5% has also been considered.

Administrative Expenses 47.90 Negative The growth rate has been assumed at a nominal rate of

Growth 5% and has been applied on the base amount, which is

for the year 2004-2005.

Depreciation - - Expenditure assumed as 5% of the gross block of fixed
assets

Finance Expenses - - Refer 6.2.3 below.

6.2.3  Assumptions - Assets and liabilities

The major assumption adopted for projection of tassed liabilities is given below:

Exhibit 6.3 Assumptions - Assets

Asset Head
Stock Account

Assumptions
The closing balance as given in the last balance sheet by the ULB has been
taken as the base figure for projection. It has been assumed that the stock
will be 95% of the last year balance
This head represents the debtors for the three heads property tax, profession
tax and water charges. As they form the major portion of revenue their
debtors also have been grouped separately. The calculation of debtors has
been done based on the current demand under each category of income and
the collection efficiency for each of the category
The closing balance as given in the last balance sheet by the ULB has been
taken as the base figure for projection. It has been assumed that other
receivables will be 95% of the last year balance.
This account is the balance based on the cash flows for particular year

Debtors

Other Receivables

Bank Account
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The detailed projections for each of the 4 casepeovided in section 6.3.
Loans

All loans taken by the ULB are long-term. The ULBsha loan outstanding of Rs.2516.9 lakh and the
scheduling of these loans and interest has been iako account in the FOP.

Exhibit 6.4 Loan Statement as on 30.09.2005 (Rs in___lakh)

S.No | Lending Agency Amount | Year of [Interest | Repay | Total loan repaid Outstandi

of Loan | drawal | Rate % | ment ng loan

period amount

(years)
Principal | Interest | Total

1 |TUFIDCO 376.90 2003 10.25 6 25.30 32.98| 58.28 351.60
2 [TUFIDCO 190.18 2004 9.50 10 19.96 20.72| 40.68 170.22
3 [TUFIDCO 165.00 2003 10.50 10 0.00 22.62| 22.62 165.00
4 |(lJUDP) TNUDP 24.00 2000( 10.50 13 2.00 0.00 2.00 22.00
5 [TUFIDCO 92.70 2004 9.50 13 7.32 7.50[ 14.82 85.38
6 [TUFIDCO 22.70 2004 8.75 10 0.00 1.50 1.50 22.70
7 |TUFIDCO 1700.00 2005 8.75 10 0.00 0.00 0.00 1700.00
Total 2571.48 54.58 85.32| 139.9 2516.9

In case of the TUFIDCO loans for Rs 1700 lakh weeh@ssumed the moratorium period of 3 years.
New Loans

The requirement of new loans is related to capitplenditure (Capex) the ULB wants to execute. The
loans has been taken as 60% of the total Capexwitnd grants is assumed at 30% and the own
contribution by the ULB is pegged at 10% of theat@apex. The terms of the new loans is assumed
as follows

Exhibit 6.5 New loans

Particulars Assumgtions
Rate of Interest on new loan 8% p.a.
Repayment Period of new lognl5 years (inclusive of moratorium)

Principal moratorium period 2 years

Other liabilities

Exhibit 6.6 Other Liabilities

Liabilities Assumptions

Grants Closing balance as given in FY 2005 has been taken as the base figure.
Grants assumed at 30% of the Capital expenditure, which would be
added to grants balance every year.

Current Liabilities Closing balance as given in FY 2005 has been taken as the base figure.
Current Liabilities assumed at 90% of the previous year's balance.
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Liabilities Assumptions

Accumulated depreciation Closing balance as given in FY 2005 has been taken as the base figure.
Every years depreciation has been added to the balance of the
accumulated depreciation

Accumulated Surplus Closing balance as given in the FY 2005 has been taken as the base
figure. Every year the cash surplus is added to this account while the
contribution for the project from its own funds are deducted from the
accumulated surplus.

6.3 Results of Financial projections
6.3.1 Income and expenditure projections

Exhibit 6.7 cptures the Income and Expenditure gmapns for FY 2006-15 with potential
improvements and sustainable borrowings

Exhibit 6.7 Income and Expenditure projections

Income 2005-06 | 2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11 | 2011-12 | 2012-13 | 2013-14 | 2014-15
Property Tax 460 615 659 705 726 726 726 907 907 907
Profession Tax 42 44 46 48 51 53 56 59 62 63
Water Charges 60 62 64 66 68 70 72 74 77 79
Sewerage Charges - - 33 33 50 50 55 78 84 101
Service Charges & Fees 49 50 52 53 55 56 58 60 62 64
Other Income 34 35 36 37 38 39 40 41 43 44
Assigned Revenue 311 320 330 340 350 360 37 382 394 405
Devolution Fund 293 322 355 390 429 472 519 571 628 691
Grants & Contributions 224 239 256 274 293 314 336 359 384 411
Total Income 1,472 1,688 1,829 1,946 2,060 2,141 2,233 2,532 2,640 2,765
Expenditure

Salaries 605 654 706 762 823 889 961 1,037 1,120 1,210
Operating Expenses 197 207 217 228 240 252 264 217 291 306
Repairs & Maintenance - - - - - - - - - -
Programme Expenses - - - - - - - - - -
Administrative Expenses 50 53 55 58 61 64 67 7 74 78
Finance charges 217 221 223 222 217 202 184 166 151 143
Depreciation 119 119 183 249 316 382 433 483 534 584
Total Expenditure 1,189 1,254 1,384 1,520 1,657 1,789 1,909 2,035 2,170 2,320
Operating Surplus 283 434 445 426 403 352 324 497 470 445
Cash Operating Surplus 402 554 628 675 718 734 757 980 1,003 1,029

6.4 Impact of potential improvements

Exhibit 6.8 provides a snapshot of the areas addrasf improvement in revenue that KUM could
potentially achieve.

Specific interventions with respect to revenueisatibn and cost management are detailed in section
5 of the report. On an ‘as-is’ basis, KuM’s own eaues (comprising taxes, user charges and other
income) could grow from R804 lakh in FY 2005 toRs. 777 lakhby FY 2010, implying an absolute
growth of 10%. KuM has limited areas for increasing its ownoime in the short term, in view of
the spatial constraints discussed. Areas for reyemhhancement in the short term include:
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- Property tax — through an enhanced revision in ARV, wideningeasee base and closer scrutiny
. Professional tax— sustaining an higher assessment growth
- User charges- Periodic increases in user charges for watenections

Exhibit 6.8 — Potential for Revenue Improvement (fi___qures in Rs. Lakh)

985
184 24
~ W7
707 70 268
1 « Faster connections growth

« Wider tax base for prof tax
« Enhance ARV revision
« Widen tax base
« Better monitoring

2005 2010 - Base Property tax Others FY 2010
case potential

KuM also needs to explore scope for private sectqrarticipation for development of remunerative
projects and heritage preservation/city beautifdicaprojects that have been identified by KuM.

While there is potential for expenditure controldertain areas (as in the case of energy costs and
leakage in water supply}he focus of cost management should be to shift expditure from
administration to better asset management and seree levelsWe have not factored in any cost
reduction in the FOP and have assumed that anggsmgenerated from cost reduction would go into
augmenting service levels and better asset manageme

A comprehensive energy audit is required, givert 8& % of its operations and maintenance
expenditure is spent on electricity charges. Phgdieakage in the water supply network and
installation of timers and energy savers on theestiight network are important interventions nekde
in the context of KuM’s high power costs.

6.5 Key results

The borrowing capacity has been computed as th@min of NPV of operating surplus, 30% of
revenues during the projection period and works@iRs.2656 lakh
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Exhibit 6.9 Summary of results of FOP

Summary of FOP results

Revenues — FY 2006 (Rs. Lakh) 1472
Revenues — FY 2015 (Rs. Lakh) 2765
Revenue CAGR % - FY 2006-15 7.26
Avg. Cash Operating Surplus 748
Avg. TE (excluding depreciation)/TR (%) 65%
Average Debt Servicing/TR (%) 26%

Borrowing Capacity as a minimum of NPV of
NPV of 50% of Cash Surplus (without new

loans) 2,656
NPV of 30% of Revenue 4,115
Borrowing Capacity 2,656
Investment Requirement 19,476
Investment Capacity (assuming 40% loans) 6,640
IC/IR (assuming 40% loans) 34%

At an aggregate level, assuming loans to be eqnvad 40 % of investment, sustainable investment
capacity works out to Rs. 6640 lakh which is at®u®6 of the total investment requirement.

While loans and own funds should be used to finaeoeunerative projects, KuM should leverage
and utilize Grants from schemes like UIDSSMT an&IMP to undertake non remunerative projects
relating to slum development, canal desilting A& suggested earlier in the report, KuM should also
consider involvement of private sector in implenmggptremunerative projects.
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Disclaimer: The report is based on information collected by IK& from sources believed to he
reliable. While all reasonable care has been takerensure that the information contained herei
is not untrue or misleading, IMaCS is not responkbfor any losses that the client may incd
from the use of this report or its contents. Thesassment is based on information that is currently
available and is liable to change. The analysis thallows should not be construed to be a credlit
rating assigned by ICRA’s Rating Division for anyf the company’s debt instruments. IMaCS is
not a legal firm and our advice/recommendations st not be construed as legal advice on any
issue.
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