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Since land has already been acquired for the Project and compensation paid by GUDA the proposal for development of
157 acres and 10 guntas at Rs. 147.00 crores for creating 2040 sites. In the method proposed for financing is very
ambiguous with no clear source of funds shown and such uncertainty will only be causing time and cost overruns and
several other complications. For example, an amount of Rs. 2.5 crores proposed to be used for this project is from the
fund for acquiring land for park and open spaces. It is not permitted under the UDA Rules to use it for any other purpose.
Hence caution may be taken to follow the procedure in accordance with the rules that are prevailing ;

Since GUDA has already spent Rs. 67.00 crores for land acquisition that is 46% of the project cost, no further funds of
GUDA should be used and no borrowing should be resorted to for funding this project. Further it is brought to the notice
that the financial burden could have been easily avoided since it was done after the rules of 60:40 were notified. Since
the development of such sites and services schemes is a short-term project, it is eminently possible to involve the
allottees financially from the beginning. Apart from reducing interest costs and locking in of GUDA's limited funds, this will
also ensure better project discipline avoiding time cost overrun. This will also take care of the market risk for the
investment made in this project. There are many examples where UDA projects have not yielded the kind of demand that
was projected when projects were taken up ;

Therefore, it is advised that GUDA should allot the sites as per the KUDA allotment Rules upfront and create a scheme
to collect amount from the allottees in two or three installments, which should be maintained in a separate project
account and the same should be used for development of this project only. Any development work should be taken up
only with this amount.

In case of default suitable action will be taken against the concerned officers and officials. The Installments for allotment
of sites should be fixed as per the project timeline ;

While pricing sites, all the cost including possible enhancement in LAQ compensation and expected returns for the
GUDA should be suitably accounted for ;

Sites should be priced, keeping in view the cost escalation in the future and ensuring that full recovery of the cost of the
land and development charges is made ;

Sites so formed should be allotted as per allotment rules ;

Corner sites and commercial sites should be put to public auction as per rules, in order to get more revenue ;

Allotment of sites should be made before the development of the layout begins so that allottees can monitor the
development of the layout which will avoid cost overrun ;
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0] No market borrowings (from HUDCO etc.) is allowed :
(i)  Limiting UDA'’s overall investment in the project to only 10-15% of its own resources mainly using it as seed capital ;

(i)  UDA should allot the sites as per the KUDA Allotment Rules upfront and create a scheme to collect amount from the
allottees in two to three installments, which should be maintained in a separate project account and the same should be
used for development of this project only. Any development work should be taken up only with this amount. The terms and
conditions should be specified unambiguously with suitable action in case of default. Installments should be fixed as per
the project timeline ;

(iv)  While pricing sites, all the cost including possible enhancement in land acquisition compensation and expected returns
for the UDA should be suitably accounted for ;

(v)  Proper market survey to be done to ascertain the demand for such sites. Also UDA’s previous history of un-allotted or
vacant sites needs also to be kept in mind ;

(vi) Detailed financial and technical analysis to be done by the authority over the cost and expenditure aspects. In no case,
UDA be allowed to expose itself to vagaries of the project. The project must be designed to self-sustain itself with positive
and profitable rate of return without being further financial liability over the UDA ;

(vii) There must be clarity about financial feasibility of the project with such a heavy loan exposure. If one area alone is
developed what about activities by UDA for remaining areas in Koppal. All these issues need to be addressed ;

(viii) No support will be forthcoming from Government for this project ;

(ix) Since the development of such sites and services schemes is a shortterm project, it is eminently possible to involve the
allottees financially from the beginning. Apart from reducing interest costs and locking in of UDA's limited funds, this will
also ensure better project discipline avoiding time cost overrun. This will also take care of the market risk for the
investment made in this project. There are many examples where UDA projects have not yielded the kind of demand that
was projected when projects were taken up ;

() In case of default of the instructions given by the government, suitable action will be taken against the concerned officers
and officials. The Installments for allotment of sites should be fixed as per the project timeline ;

(xi) Sites should be priced, keeping in view the cost escalation in the future and ensuring that full recovery of the cost of the
land and development charges is made ;

(xii) Corner sites and commercial sites should be put to public auction as per rules, in order to get more revenue ;

(xiii) Allotment of sites should be made before the development of the layout begins so that allottees can monitor the
development of the layout which will avoid cost overrun ;
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